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ABOUT THE
REPORT

PRINCIPLES FOR DEFINING THE
CONTENT AND PREPARING THE REPORT
[102-1] [102-54] [102-56]

The 2020 sustainability report (hereinafter
referred to as the report) discloses the
strategic priorities of Udokan copper LLC1
(hereinafter referred to as Udokan Copper
or the Company) in terms of Udokan
Mining and Metallurgical Plant (hereinafter
referred to as Udokan MMP) construction,
implementation of social programs in
the region of the Company’s presence,
an increase in economic efficiency and
mitigation of the negative impacts on natural
sites.
When preparing this report, the Company
was guided by the requirements and
principles of the Sustainability Reporting
Guidelines such as Global Reporting
Initiative (hereinafter referred to as the GRI
Standards). The ‘‘Core’’ disclosure option
was applied. The report also includes
information on the Company’s contribution
to the achievement of the United Nations
Sustainable Development Goals (hereinafter
- the UN SDGs).
The report is being issued at the time
of Udokan Mining and Metallurgical
Plant construction stage (before its

4
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2

commissioning) and does not fully clear up
certain specific indicators typical for mining
and metallurgical companies that are
already operating. Despite this, the Company
is currently laying the groundwork for an
open dialogue with all stakeholders and,
following the disclosure and transparency
rules in business, is preparing a full value
report taking into account all indicators
(aspects of disclosure) of the GRI Standards,
which are mandatory for disclosure. For
the first time, the quality of non-financial
indicators disclosure has been approved by
an independent external auditor.
The preparation of the report itself also
has become a major step for systematizing
sustainable development practices within
the Company and identifying future points
of growth and development, which is
particularly important for the current
Udokan Copper evolution. The wellcoordinated work of all Company divisions
involved ensured high-quality data collection
for the report and also allowed employees
to immerse themselves into sustainable
development, its key aspects, and to increase
their competence in this area2.

Until 15 January 2021 known as Limited Liability Company «Baikal Mining Company», BMC LLC.
For more details see Report Verification.

REPORT FRAMEWORK
[102-48] [102-50] [102-52]

All divisions of the Company are included in
the scope of disclosure within the framework
of this report. Information on the Company’s
operations is presented for the period
from 1 January 2020 to 31 December 2020.
The report also contains forward-looking
statements about the Company’s plans

for 2021 and the mid-term. To ensure data
comparability, some indicators are provided
not only for the reporting period but also for
the previous years.
The Сompany uses an annual sustainability
reporting cycle.

[102-48] [102-49]

During the preparation of this report,
the list of material topics was adjusted
comparatively to the 2019 report. The
procedure for identifying material topics is
provided in the appropriate section of this
report.

There have been no significant changes in
the methods of calculating the indicators
disclosed in the report since the date of the
previous report of the Company, except as
specified below.
Due to changes in the methodology for
calculating the total procurement volume of
the Company, the corresponding indicator
for 2019 has been reevaluated and differs
from the indicator included in the 2019
Sustainability Report.

The list of disclosed UN SDGs was also
revised: in contrast to the 2019 report
“Partnership for the Goals” which is number
17 have been removed from the sustainable
development focus.

IDENTIFICATION OF MATERIAL
TOPICS
[103-1] [102-46] [102-47]

To make the report, the Company has
identified topics that are most crucial for
stakeholders, and also reflect the specific
nature of the Company’s operations and their
impacts at the current Company’s evolution

stage. The report pays special attention
to these topics and sets the goal to fully
disclose the relevant indicators (aspects of
disclosure) according to the GRI Standards3.

The identification and ranking of material
topics for the report have been carried out in
three stages:

Benchmark-analysis

3

Stakeholder survey

For more details on the disclosure of GRI indicators in the report, see Appendices, GRI Table.

Final list of material topics

5

[102-47]

At the first stage, a list of significant topics
has been created based on an analysis of
the best practices in corporate reporting of
mining companies, as well as trends in this
area.

been asked to rate each significant topic
mentioned at the first stage on a scale from
1 to 5. This made it possible to verify topics
that are most relevant to the Company at
this point of its operations and topics crucial
for Udokan project development. The total
number of respondents is 161.

At the second stage, an online survey of
internal and external Company stakeholders
has been made. The respondents have

Stakeholders who took part in identifying material
topics for the report

Government authorities and regulators
Small indigeneous Peoples of the North

6%

Non-Profit Organizations

6%

Suppliers, contractors and partners
Employees

corporate governance 3
respect for human rights 4
HR management 5
interaction with local communities
Company waste management 9
biodiversity conservation 12
indirect economic impacts 17

6

respondents

◊ macroeconomic situation 1
◊ air emissions 7
◊ COVID-19 pandemic response

Materiality Matrix

Level of stakeholder opinion and decision making

2

8

10

6

7%
15%
58%

16

11

3

13

12

Company’s impacts

Residents of the regions
of the Company’s presence

161

5%

◊
◊
◊
◊
◊
◊
◊

Minor relevant topics
(third priority level)

1%
2%

◊ anti-corruption, business ethics and legal
compliance 2
◊ Climate Program 8 *
◊ occupational health and safety 10
◊ water consumption and wastewater discharges 11
◊ TSF (Tailings Storage Facility) management 13 *
◊ economic performance 14
◊ emergency preparedness 15

First priority
level

Loan suppliers (creditors)

The most important of the rest from
remaining topics (second priority level)

Second priority
level

Members of the Board of Directors

Material topics
(first priority level)4

6

At the third stage, the results of the
benchmark analysis and stakeholder survey
have been summed up, and there has
been an additional expertise of the main
positions of ESG (Environmental, Social and
Governance) ratings in this area and the
impact of industry leaders within the scope

of the identified topics. Based on this, the
selected relevant topics have been ranked
into material (first priority level), the most
important of the remaining relevant topics
(second priority level) and minor relevant
topics.

Third priority
level

4

1
16

7

15

5
17

9

14

*The topics “Climate Program” and “Tailings Management” were selected by the respondents as material as a result of a survey. However,
due to the limited Company’s impacts in these areas in 2020, these topics do not meet the materiality criteria set in GRI Standards,
therefore, the full disclosure of the GRI 103 is not presented in the report.

4

Despite this, because of the particular relevance of these topics for stakeholders, the Company made a decision to provide the most
actual information available at the end of 2020 regarding the Climate Program and Tailings management. For more details see Energy
Consumption and Climate Program and Tailings Management.
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STATEMENT FROM THE
CHAIRMAN OF THE BOARD
OF DIRECTORS
enterprise is being constructed, in accordance
with the current provisions of the Russian
Federation environmental law, the principles
of climate regulations, and the best practices
in the metal industry in Russia and in the
world. We are implementing a cutting-edge
greenfield project in the copper industry.
Sustainable development is at the heart of
every aspect of our business. Building longterm relationships with all stakeholders,
striving for minimum environmental impact,
and establishing a secure supply chain are the
key priorities of the Company.
The reporting year 2020 has become for us
the period of the most active construction
phase. At the end of 2020, the integrated index
of project status was 41.9%. Ahead of the
schedule, we also started prestripping at the
deposit with accompanying ore mining.
[102-14]

Dear friends!

I am pleased to present to you the Udokan
Copper sustainability report 2020.
Udokan is a project of unprecedented scale
and complexity, of strategic importance
not only for the Russian but also for the
global metal industry. To develop the largest
copper deposit in Russia, the most modern
8

The volume of purchases, including inventory
and construction and installation works,
amounted to 24.9 billion rubles.
We have increased our staff by almost 30%
- up to 803 people. To maintain the fast pace
of a process plant construction, as well
as engineering and social infrastructure
elaboration, we have involved contractors with
the highest competencies. As at 31 December
2020, there were about 2.4 thousand
employees of contractors at the construction
site.

It helped to ensure the fast pace of
construction and to complete the preparation
of key infrastructure facilities of Udokan
Mining and Metallurgical Plant, despite the
COVID-19 pandemic.
I would also like to note the highest safety
level at our construction sites. With such a
scale of building, tight deadlines, and harsh
climatic conditions, only eight cases of
injuries with temporary loss of capacity to
labour were recorded during the year.
We were able to put a barrier to the spread
of the COVID-19 pandemic by ensuring a
minimum rate of COVID-19 cases among
staff members. Overall, about 14% of
COVID-19 cases among the total number of
corporate workers were recorded in 2020.
More than 68 million rubles were spent on
measures to prevent the spread of the virus
among Udokan Copper employees.
Assistance in the fight against COVID-19 and
support of Kalar District administration in
this matter have become important areas
of the Company’s external social policy.
We provided vital aid to the Kalar Central
District Hospital - we built and equipped a
modern infectious disease ward. It gave an
opportunity to promptly organize treatment
for the local population and minimize the
spread of the virus. Altogether in 2020, the
Company allocated about 327 million rubles
to cope with the pandemic in the region.

We strive to develop the Udokan deposit,
taking into account high environmental
standards, and the main criterion for us
is the preservation of natural ecosystems
at all stages of the project. The absence of
critical changes in ecosystems as a result
of monitoring carried out by the Institute of
Natural Resources, Ecology and Cryology of
the SB RAS (Siberian Branch of the Russian
Academy of Sciences) suggests that we
are using effective technologies to control
environmental impact.
In 2020, the Company introduced the top
position of Deputy CEO for Sustainable
Development and Corporate Affairs and
a separate Sustainability Management
Department was formed. An effective
integrated management system of
production, environmental, social, and
economic issues will provide the Board of
Directors and operational managers of the
Company with reliable information about
the current state of affairs in the Company,
as well as about sustainable development
updates.
We are confident that the adoption and
development of the brand-new sustainability
practices, will ensure the effectiveness
of current operations and will give us an
opportunity to handle a world-class project.

Valery Kazikaev,
Chairman of the Board of Directors
of Udokan copper LLC.
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ABOUT COMPANY

MISSION
In harmony with nature, with concern for people,
with respect to the unique territory of Zabaikalye,
we produce metal for the safe and technologically
effective future.

VALUES
[102-16]

COMPANY PROFILE
[102-2] [102-5] [102-16] [102-7]

Udokan development — a leading greenfield project
in the metal industry
At the end of 2020 the Company was re-branded and
adopted the new name - Udokan copper LLC6.

,,

Udokan development is a leading greenfield
project5 in the smelting sector, which is of
strategic importance not only for Russian but
also for the global copper industry.

‘‘Our new name – Udokan Copper – reflects the current
stage of the company’s development. We are in transition
from research and engineering to creation of an industrial
enterprise, we are preparing to commission the deposit.
It is a completely new chapter: we are turning into a
manufacturing company and its brand name must
embrace the name of the largest copper deposit in Russia
– Udokan’’.
Valery Kazikaev,
Chairman of the Board of Directors.

10

5 A greenfield project is a new project that is created from scratch (‘‘on a vacant site”) and lacks constraints imposed by prior work.
6

The new name of the Company was registered on 15 January 2021.

Protection of interests of employees and
corporate culture development

Due to the huge volume of research work,
pilot testing, and investment, Udokan Copper
developed a process flowsheet to work
out a technical design for Udokan deposit
exploitation with minimal environmental
impact.

◊ Realizing its responsibility to the team and
partners planned to be involved in the project
development for the long term, Udokan Copper,
as early as at the design stage, introduced
a Corporate Code of Ethics. The Code sets
out the desire to protect the best interests of
every employee, to create a favorable mental
health environment among the staff and to
establish normal work conditions, to take care
of the health and well-being of staff members
and their families, to encourage initiative and
professionalism, on equity basis to evaluate
the contribution of each team member to the
overall corporate results7.

Preservation of traditional cultures of
indigenous peoples and development of social
infrastructure

,,

Udokan Сopper’s business profile includes the
implementation of an investment project for
the development of the unique Udokan Сopper
deposit (hereinafter referred to as Udokan,
Udokan deposit).

Use of best available technology and making
minimal environmental impact

Since the construction launch, Udokan
Copper has taken on enhanced commitment
to preserve the unique culture within the
region of the Company’s presence and to
create a comfortable living environment
in the territory of settlements, including
the design of capital buildings, land
improvement projects, and integrated
development of the local area.

◊ Udokan Copper develops its corporate
culture based on the principles of
professionalism, business ethics, and mutual
respect. The Company does not compromise
on corporate values for the sake of profit.

In 2021, it is planned to update the Corporate Code of Ethics, taking into account the development of the organizational structure of
Udokan MMP.
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UNIQUE UDOKAN COPPER
DEPOSIT

Estimation of mineral resources and Udokan
reserves in accordance with the JORC Code8
[102-7]

Udokan is the largest in Russia and the
third-largest copper deposit in the world
for resources among existing greenfield
projects.

№ 1 deposit in Russia by
copper reserves

Ore, million
tonns

Contained
copper, %

Copper,
thousand tons

Contained silver,
gramm/tonn

Silver,
tonn

339.0

1.03

3,500.0

8.9

3,016.7

1,461.0

1.01

14,700.0

11.1

16,234.2

285.0

0.95

2,700.0

11.6

3,296.6

TOTAL

2,084.0

1.0

20,900.0

10.8

22,547.5

Measured

-

-

-

-

-

22.0

0.83

200.0

12.9

279.9

648.0

0.87

5,600.0

15.5

10,014.2

TOTAL

670.0

0.86

5,800.0

15.4

10,294.1

Measured

339.0

1.03

3,500.0

8.9

3,016.7

Indicated

1,483.0

1.00

14,900.0

11.13

16,514.1

933.0

0.89

8,300.0

14.27

13,310.8

In total, over the whole
deposit

2,755.0

0.97

26,700.0

11.92

32,841.6

Proven

292.0

1.04

3,100.0

8.9

2,593.7

1,147.5

1.05

12,000.0

11.2

12,884.7

1,439.5

1.05

15,100.0

10.8

15,478.4

Category
Measured

№ 3 deposit in the world for its resources
among existing greenfield projects.

Indicated
Inferred

Udokan Copper began deposit
development in 2008. It took time to
fulfill a huge amount of research work,
pilot testing, and process flowsheet
elaboration, to make the deposit’s
development possible corresponding to
all its features and environmental risks.
Within 12 years of operation, Udokan
Сopper managed to create a technology
for ore processing and launch a mining
and metallurgical plant construction,
having put into action what had been
impossible over the previous 70 years.

Mineral resources

Udokan deposit is a typical
representative of the cupriferous
sandstone formation. Copper
mineralization is confined to the
quartz-feldspar sandstones of the
Lower-Proterozoic Upper Subsuite of
Sakukan Formation. Mineralization is
represented by sulfide copper minerals:
chalcocite, bornite, covellite, chalcopyrite
and oxide ones: brochantite, malachite,
azurite, chrysocolla, antlerite. The
percentage of ore minerals in the deposit
is distinguished between complexly
alternated sulfide, mixed and oxide types
of ores.

Indicated
Inferred

Inferred

Ore reserves

The largest copper deposit in Russia,
discovered in 1949, has been considered
for a long time as extremely difficult
and virtually impossible to develop.
Approaches to develop it have been made
since the 1960s, however, they were not
successful, due to among other things
the lack of the required construction and
exploitation technologies at a significant
distance from major population centers,
in permafrost conditions, with high
magnitude scale and rugged alpine
relief.
12

Mining type

Probable
TOTAL

OСM9

UGM10

OCM +UGM

OCM

Based on the Australian Code for Reporting on Mineral Resources and Ore Reserves that regulates Public Reporting of Exploration
Results, Minerals Resources and Ore Reserves (JORC Code, revised 2012), prepared in April 2014.
9
OCM — opencast mining.
10
UGM— underground mining.
8
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Key milestones of Udokan deposit
development
Udokan MMP is undergoing active construction
as scheduled.
During the reporting period the Company
was actively constructing Udokan MMP
where the main production will take
place. Udokan MMP shall meet all safety
requirements and current industry
trends: the plant will use unique worldclass technologies, which will ensure the
minimum environmental impact of the
enterprise11.

in the fourth quarter of 2022, in the
meantime after the commissioning of
its first stage, the project assumes an
annual production capacity of 12 million
tons of ore. The planned average annual
output of concentrate and cathode
copper (the first stage) amounts to 125
thousand tons of copper concentrate and
70 thousand tons of cathode copper12.

According to the work plan as of the
reporting period, the full completion of
Udokan MMP construction is anticipated

As of the end of the reporting period the
reporting period the integrated index of
project status corresponds to 41.9%.

Construction completion —
the fourth quarter of 2022
Reaching the project target —
the third quarter of 2023

14

41.9%

The integrated index of
project status

For further details on planned operating activities, see also: https://www.bgk-udokan.ru/en/investors-and-partners/presentation1/
12
For more details see Appendices, GRI Table (GRI 102-7)
11
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2008

2012

2016

2019

For the effective implementation of the
Udokan development project, Limited
Liability Company «Baikal Mining
Company» was established.

A pilot plant was purchased for semi-industrial processing
of ore samples taken from the deposit. With this plant, ore
processing flowsheet testing at the deposit was continued.

A patent was obtained for Udokan deposit
ore processing technology, which is based
on flotation-hydrometallurgical flowsheet.

An agreement was signed with a consortium of banks
(Gazprombank, Bank for Development and Foreign Economic
Affairs (VEB RF) and Sberbank) as regards funds to cover Udokan
MMP building and commercial operation launch. The funding
amount is US $ 1.79 billion. Construction of Udokan MMP facilities
and infrastructural assets was started.

2010

2014

2018

2020

Limited Liability Company «Baikal
Mining Company» obtained the right to
use the subsoil for mining of copper and
associated minerals at Udokan deposit13.

Feasibility Study for the development project
was completed with the participation of the
world’s largest engineering company Fluor.
JORC-compliant Mineral Resources and
Reserves Estimate of Udokan was approved.

GGE (Federal Autonomous Institution Glavgosexpertisa
of Russia) approved Positive state expert review
of design documentation and engineering surveys
on the project. The Directorate of Rosprirodnadzor
(Federal Service for the Supervision of Use of Natural
Resources) in Zabaikalye Region consented to the
positive findings of the state environmental expert
committee of the federal level regarding design
documentation of Udokan MMP.

Udokan MMP is currently undergoing an active
construction phase.

The license for subsoil use was initially obtained in 2009 by Andrei Varichev Mikhailovsky GOK, the Sole Company member at that period
(License ChIT 14699 TE). Later on in 2010 it was reissued by the Federal Subsoil Service (Rosnedra) for BMC LLC (License ChIT14956 TE).

13

Two double-circuit lines OHL-220 kV, an electrical
220 kV transformer and main access roads
have been built. A 220 kV electrical substation
on “Bluzhdayushiy” site, main mining transport
routes and inter-site roads are being developed.
Components of technological equipment have been
installed at Udokan MMP. Ahead of the schedule,
works began within the expected pit outline.
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RUSSIA
Moscow

Udokan

Birobidzhan
Zabaikalsk

Khabarovsk

Sovetskaya Gavan Port

MONGOLIA
Nakhodka Port

Vladivostok Port
Beijing

THE TERRITORY OF COMPANY’S PRESENCE
[102-3] [102-4]

The company will operate its production
activities on the territory of Udokan deposit,
specifically in Kalar District of Zabaikalye
Region of the Russian Federation, 40 km
south of the Chara Village regional center, 23
km south of Novaya Chara settlement, and
the railway station of the same name on the
East Siberian Railway of the Baikal-Amur
Mainline, 650 km north-east of Chita city.
The geography of the Company’s activities
is limited to the territory of the Russian
Federation.
Legal address of the Company: 1,
Fabrichnaya street, Udokan village, Kalar
District, Zabaikalsky Region, Russian
Federation. The Company’s headquarters is
located there.
The Company has 3 separate business units
in Novaya Chara settlement, Chita city and
Moscow city.
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Seoul

CHINA

Tokyo

Hangzhou

Osaka

Shanghai

Chara Airport
(≈35 km)
Novaya Chara railway station
(≈23 km)
Energy supply substation
(≈27 km)
Rail Line
Udokan Deposit
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KEY EVENTS AND
RESULTS
[102-7] [102-51]

Project design

◊ The technical design for the first stage of
water intake construction at Ingamakit
underground water deposit was approved,
and a positive expert opinion was received.
◊ The desktop stage of environmental
engineering and hydrometeorological
engineering surveys was completed for the
facilities of Udokan MMP Railroad base and
the access road between the Railroad base
and Udokan settlement.

◊ Positive opinions of non-state expertise were
obtained on three title units of the Railroad base:

•
•
•

“Adjunction of the non-public railway track
of BMC LLC to the infrastructure of the East
Siberian railway at Novaya Chara station”
“Udokan Mining and Metallurgical Plant.
Transportation & storage facility”
“Non-public railway tracks”.

◊ Corrections of design documentation for
external power supply facilities were finished.

KEY EVENTS

Udokan Copper is implementing a project of
unprecedented scale and complexity

The significance of Udokan deposit exploitation for social and economic development of Zabaikalye Region
and the Far Eastern Federal District is confirmed by its inclusion into the list of residents of Zabaikalye Priority
Development Area by the Government of the Russian Federation.
Mining

Construction

As part of the works on the extraction of
balanced solid rock overburden, copper ore
accompanying mining was begun. In 2020
while running capital mining operations the
Company’s volume of associated copper ore
amounted to 372.6 tonns plus 1.1 million m 3 of
overburden stripping14.

The construction of key Udokan MMP
infrastructure facilities was given a final
touch: the main motorway towards Udokan
MMP industrial site, external power supply
units (two double-circuit lines OHL-220 kV, an
electrical 220 kV transformer with a capacity
of 50 MW, and a 220 kV electrical substation
on “Bluzhdayushiy” site with a capacity of 146
MW). The heat flow control layer at the ore
processing plant was closed. The Material
and Supply Base was erected.

20

Udokan Copper demonstrates an active social position in the
region of its presence and makes large social investments
already at the construction stage

◊ The Company finished the construction,
equipment supply, and provision of drugs for
the infectious disease ward at Kalar Central
District Hospital (hereinafter - the Kalar
CDH), focused on fighting with COVID-19.

◊ The Company developed design
documentation to upgrade the airport
complex in Chara settlement. The prepared
project documentation, approved by State
Expertise, and detailed engineering design
were submitted to the Administration
of Zabaikalye Region in order to handle
construction and installation works.

21

14

In accordance with the 2020 Company’s financial statements under the Russian Accounting Standards.

Udokan Copper is engaged in a dialogue with all stakeholders
following disclosure and transparency rules and adjusts the
current project implementation plan, considering the views and
needs of external stakeholders

Udokan Copper takes a responsible approach to project
implementation and brings into action best sustainability
management practices already at the construction stage

◊ The position of Deputy CEO for Sustainable
Development and Corporate Affairs was
introduced. Yulia Shabala was appointed for
this position.
◊ Udokan Copper Sustainability Management
was organized.
◊ A decision15 was made to develop the
Company’s internal Climate Program,
which would include an assessment of the
planned direct and indirect emissions, the
carbon intensity of production and the carbon
footprint of products.
◊ Ecological and economic justification for the
foundation of Udokan specially protected
conservation area of regional significance
was completed.
◊ The Ministry of Natural Resources of
Zabaikalye Region agreed on the use of the
river Nirungnakan and Bluzhdayuschiy brook
for the discharge of treated wastewater
from Udokan MMP facilities. A positive
22

◊ In Kalar District, on the Company basis,
a Public Council was arranged to discuss
environmental issues, industrial safety,
potential support for vulnerable segments
of the population, and preservation of Evenk
clans’ lifestyle. Among the permanent
members of the Council are representatives
of Udokan Copper and Kalar municipal
district Administration. Representatives of
municipal authorities, NGOs, local residents,
and Evenk clans are invited to attend the
meetings.

decision was obtained due to the Conformity
statement for Udokan MMP treatment
facilities to meet all regulatory requirements.
The complex of treatment facilities is one
of the most high-tech elements of the
future plant infrastructure and it will provide
complete cleanup of production wastewater
from all harmful impurities.
◊ Comprehensive environmental monitoring
was carried out at Udokan deposit. It
was executed by the Institute of Natural
Resources, Ecology and Cryology of the
Siberian Branch of the Russian Academy of
Sciences (hereinafter referred to as INREC
SB RAS).
◊ In order to reduce the volume of polluting
emissions into the air, gas filtration
equipment was replaced at the boiler of the
Pilot plant.

◊ To identify material topics for disclosure
in the report a stakeholder survey was
conducted by the Company.

At the construction stage, Udokan Copper publishes its
sustainability report in step with world’s best practices

[102-51]

◊ In August 2020, the Company’s first
2019 sustainability report was issued in
accordance with the GRI Standards.

23

15

The decision was made on 10 December 2020

KEY RESULTS

Total water intake for the needs of the
enterprise

[102-7]

Volume at the end of
2020, thousand m³

Net assets
Volume at the end of
2020, RUB mln

11,640.8

Total purchases
Deviation from 2019, %

23.1

Volume at the end of
2020, RUB bln

24.9

119.9

Number at the end of
2020, people

68.7

803

Employee turnover
Deviation from 2019, %
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Total number of accidents at work among
the Company’s employees
Quantity at the end of
2020, pcs

1

Deviation from 2019, %

80

Total energy consumption
Volume at the end of
2020, GJ

76,174.2

24

Deviation from 2019, %

195

Indicator at the end of
2020, %

23.9

151.4

Volume at the end of
2020, t

1,172.5

Deviation from 2019, %

4.9

Deviation from 2019, %

Social investments into the region of
Company’s presence
Volume at the end of
2020, RUB mln

Payroll

Deviation from 2019, %

Total volume of waste

503.3

Deviation from 2019, %

141.4

Deviation from 2019, %

5

Investment in environmental protection
Volume at the end of
2020, RUB mln

14.3

Deviation from 2019, %

20.5

Total emissions of pollutants
Volume at the end of
2020, t

171.1

Deviation from 2019, %

8.5
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SUSTAINABILITY
MANAGEMENT
STATEMENT FROM DEPUTY CEO FOR SUSTAINABLE
DEVELOPMENT AND CORPORATE AFFAIRS
Dear friends, colleagues, and partners!

This year, Udokan Copper has implemented
several significant initiatives to integrate
sustainability principles into the overall
corporate governance system. At the stage
of Udokan Mining and Metallurgical Plant
active construction, we do not have to control
the wide range of sustainability issues typical
of a mature mining enterprise. Nevertheless,
we are clearly aware of our responsibility and
the role of the Company in the future.
Today the owners and the Company
management team have made a decision to
create an effective integrated control system
for production, environmental, social, and
economic matters.
In addition to lean management of all these
issues within the Company, we will be able
to compare global trends with the overall
Company strategy and implement local
initiatives, achieving long-term positive
results.

26

We have also selected five global priority UN
Sustainable Development Goals on which we
will focus our efforts.
In 2020, Udokan Copper concentrated
significantly on strict adherence to a project
execution plan and preparation of design
documentation. A new quality of life in
the region of the Company’s presence
remains the unchanging priority of Udokan
Copper. Udokan Copper takes on enhanced
commitment regarding the comfortable
urban environment design in the territory
of the district’s settlements. We focused
more on infrastructure rejuvenation in
Novaya Chara settlement. In 2020, the
Moscow Center for Urban Studies prepared
a land improvement project. As agreed by
its concept, new public amenities will be
created in the settlement - a cultural center,
a health and fitness facility, and a medical
complex.

In 2020, Udokan Copper partially adjusted
social program priorities and applied funds
to support the Kalar District Administration
in the fight against COVID-19.
In the Sustainability management system
that we are trying to arrange, the basic
mechanism, of course, is the honest
dialogue with a wide range of stakeholders.
Except for organizing the Social Council
to interact with representatives of local
communities, already at the construction
stage, Udokan Copper is developing the
practice of public non-financial reporting.

The experts have also prepared a concept
for a new residential development. More
than that, a comprehensive project for
central streets maintenance is planned. All
anticipated measures for new infrastructure
and public spaces design have become the
subject of open discussions.

To prepare the 2020 sustainability report, we
conducted a survey with representatives of
key stakeholder groups and identified the
most relevant topics for such groups. In the
report, we also provided a brief overview of
the construction progress and paid attention
to the long-term perspectives for the copper
market development and the future demand
for Company products. We believe this will
make the report up-to-date and useful for
a broad spectrum of readers, including
residents of the region of the Company’s
presence and partners, and will also help to
better understand the project nature and the
mission of the Company.

Since the establishment of the Company,
about 1 billion rubles have been allocated
for scheduled repairs of socially significant
facilities, the purchase of equipment
and technology for general educational
institutions, fitting of preschool education
and medical units in Kalar District, targeted
assistance to cultural foundations and Evenk
communities. It is important that these
funds are included in the overall economic
project model and are an integral part of the
Company’s budget.

Yulia Shabala,
Deputy CEO for Sustainable Development and
Corporate Affairs of Udokan copper LLC.
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SUSTAINABILITY MANAGEMENT
APPROACH

Environmental and social risks and impacts
assessment and management

Biodiversity conservation and sustainable
use of natural resources

[102-16] [102-30]

The Company’s operations are closely related
to the sustainability agenda: Udokan Copper
is implementing a project unique in its
characteristics, which is aimed to prepare a
crucial metal for the low-carbon economy of
the future - copper16.

Taking into consideration global sustainable
development standards, the Company
imposes high requirements on reliability
and environmental safety for all parties
in the supply chain and all participants of
construction and installation works.

The Company is fully aware of the role
that Udokan deposit exploitation will play
locally and at the global level. The start of
a large investment project will bring new
opportunities for the development of the
region’s infrastructure and education options
in Zabaikalye. It will increase the tax base
of the local budget, create highly qualified
jobs, including through education at the
Udokan Copper corporate training centers.
For residents of the region where it operates,
the Company organizes accelerated training
courses in the most demanded working
professions.

A separate focus of the Company is to support
social and cultural initiatives that form a new
quality of life for people living in the region
of Udokan MMP’s presence, including the
indigenous small ethnic communities of the
North (hereinafter referred to as Indigenous
Peoples of the North, IPN), employees and
their families. The deposit exploitation project
stipulates for the infrastructure redesign and
development around remote deposit areas.

Udokan Сopper also recognizes the
environmental impact due to its production
activities. That is why from the very first stages
of the Udokan development project, i.e. plant
construction stages and investment promotion,
the Company strives to comprehensively
introduce sustainability practices and ESG
principles into its business. Udokan Copper
builds mutually beneficial relationships with
stakeholders and works out a business model
to designate all possible environmental
impacts throughout the whole life cycle of the
enterprise.
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Occupational safety
guarantee

Health and safety provisions for
local population

For more details see Macroeconomic situation.

Preserving the cultural heritage of
indigenous ethnic groups

Environmental management and
pollution prevention

Key focus areas will be continuously updated
with the Company’s production operation
progress.
The Company has already adopted a number
of internal documents confirming corporate
goals and objectives and regulating all
operations of the Company’s management
and workers in key focus areas of
sustainable development.

Udokan Copper plans to expand and
improve the internal sustainability and ESG
regulations, taking into account the best
international and domestic approaches
and in the context of Udokan development
progress18.

Key focus areas in sustainable development are covered in compliance with the International Finance Corporation’s (hereinafter IFC) Performance Standards. Accordingly in 2019 Environmental and Social Due Diligence Report was prepared to fix main areas of the
Company’s activities pertaining to sustainable development.
18
For more details see Future plans.
17

16

Key focus areas in
sustainable development
of the Company17

Elimination of carbon footprint
and climate risks
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SUSTAINABILITY RISK MANAGEMENT
[102-30]

An integrated sustainability risk
management system (as regards ESG risks)
is one of the important Company’s goals in
the mid-term. In 2020, all issues related to
ESG risk management system development,

including the budget allocation for this
purpose were raised at the meetings of the
Finance and Audit Committee created and
operating under the Board of Directors of the
Company19.

Key sustainability risks of the
Company
Udokan Copper distinguishes several
categories of key sustainability risks in its
activities

Risks associated with
energy supply

To manage each risk category, the Company
has authorised appropriate measures.

Environmental risks

Occupational health and safety
(hereinafter referred to as OHS) risks.
Procurement risks
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19

For more details see Corporate Governance.
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Risks associated with energy supply

Procurement risks

Risk management measures
Improvements in transport
infrastructure

Risk description
Decrease of equipment service life

Growth of specific energy indicators
Increase in the Company’s carbon
footprint due to high volume consumption of resources and energy from
non-renewable sources

Growth of energy intensity of production

Risk description

Increase in operating costs with respect
to the fuel and energy procurement

Risk management measures

Increase in the culture of energy
consumption among the Company’s
personnel and the motivation for
energy saving
High-quality forecasting of
energy resources consumption

Development, implementation
and monitoring of energy
saving programs

Timely and high-quality
performance of equipment
inspections
Operation of equipment in compliance
with the recommendations of the
manufacturer
Purchase of diagnostic equipment
that allows you to identify and
eliminate a defect at an early stage

Participation in design work (control
of selection at the design stages
of energy efficient technologies,
materials, equipment)

Highly qualified specialists
recruitment

Udokan MMP construction objects
remoteness from railways

Compliance with the
technological load

Development of the Climate
Program in 2021 in order
to control greenhouse gas
(hereinafter referred to as GHG)
emissions and reduce the carbon
footprint of Udokan Copper future
products20

Provisions for security stocks

Unfavorable weather conditions - strong wind
and temperatures below minus 35 degrees,
so that load handling can be laid off

Introduction of new
technologies using renewable
and alternative energy sources

Purchase of ‘‘carbon-free’’
electricity produced from
renewable sources

Planned availability of construction
warehouses by Udokan MMP launch stage

Lack of storage facilities for the
construction period
No alternative cargo delivery option: by
road or by sea

Analysis of the operating mode
of the equipment used

Provisions for security stocks

OHS risks

Risk description

Search for alternative suppliers of fuel
and energy resources

Conclusion of frame contracts with potential
carriers to reduce the risks of railroad car detention
due to the lack of Company’s own transport

Inadequate risk assessment
in the workplace

Insufficient involvement of
employees at all levels in OHS
issues

Low level of production
safety culture

Low priority of OHS
issues

Risk management measures
Implementation of the following procedures:
“Cooperation and Control” and “Dynamic Risk
Assessment”

Development and adaptation of procedures
to regulate hazardous operations for
specific types of works

Daily control and preventive works at
construction sites

Training and professional development of
employees in the field of OHS
OHS process automation
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20

For more details see Energy supply and Climate Program.

Staff incentives for improving their level of
safety culture
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Environmental risks

Risk management measures

Risk description

Monitoring in accordance with the agreed
Environmental monitoring program in the area of
Udokan deposit
Removal of wildlife habitual area

Soil and natural waters contamination
with chemical substances

Chemical contamination of water streams
and soil, bacteriological soil contamination

Changes in the hydrological regime of water
streams, pollution of surface waters with a
subsequent decrease in fish capacity of water
streams
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Arrangements for production environmental control

Regular observations of water bodies within the framework
of the program for conducting regular observations of
water bodies and their water conservation zone approved
by the Amur Water Basin Committee in Zabaikalye Region.
Regular observations by virtue of the agreed Environmental
monitoring program

CONTRIBUTION TO THE ACHIEVEMENT
OF THE UN SDGS
[102-12]

Manifesting its corporate strategy, the
Company has been studying the world’s best
practices in sustainable development since
its foundation. In its operations, Udokan
Copper relies on the UN SDGs stipulated
in the 2030 Agenda for Sustainable
Development.

So far Udokan Copper has identified five
priority UN SDGs, including eight specific
areas (goals), where the Company seeks
to make a tangible contribution. In the
future, with the launch of production and
the achievement of planned economic
indicators, the Company expects to add on
the list of selected priority UN SDGs.

Regular observations of water bodies within the framework
of the program for conducting regular observations of water
bodies and their water conservation zone approved by the
Amur Water Basin Committee in Zabaikalye Region
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Company’s priority UN SDGs and contribution to their achievement

UN goal

Udokan Copper contribution

Report section

UN goal

Udokan Copper contribution
◊ Construction of social, transport and energy infrastructure

◊ Compliance with the occupational health and safety requirements
◊

Relevant targets:
3.4
3.8

◊
◊
◊
◊

by employees of all Company’s divisions and by all contractors
Equipment of a medical center at the construction site, health check ups of
all the employees based on the results of automated medical examinations
Investments in medical facilities in the region of Company’s presence
Support to global efforts in fighting against COVID-19
Supply of medicines to local hospitals for the treatment
of staff members and local residents
Construction of an infectious disease ward on the territory of the Kalar
CDH and fitting it with the most state-of-the-art equipment.

HR management

◊

Occupational health and
safety

◊

COVID-19 Pandemic
response

Relevant target:
9.1

◊
◊
◊
◊

◊ Mandatory or optional corporate trainings for employees and contractors
◊ Cooperation with universities and colleges in the region of

◊

Relevant target:
4.4

◊
◊
◊

Company’s presence to create opportunities for practice-oriented
education and employment of young specialists
Improvement of conditions for students in Kalar
district via repairing and fitting schools
Training platform development in order to foster
competencies of team members at all levels
Mentorship Institute for employees to share unique skills
Compulsory vocational training programs and advanced training courses.

Report section

facilities, an integrated approach to the industrial development
of the region where the Company operates
Use of an innovative copper ore processing scheme in
pursuance of the technology patented by the Company
Minimization of the Company’s negative environmental
impact, efficient waste management
Automation of some procurement procedures, occupational safety
Collaboration with regional authorities in the context of
a framework agreement on social partnership
Launch of a project to re-interpret the infrastructure of Novaya Chara
settlement applying cutting-edge solutions and materials
Funding and project design for the resurgence of the Chara airport.

Key events and results 2020
Local community relations
Future plans
Supply chain management

◊ Project implementation in full compliance with the rules of business ethics,

HR management
Local community relations

Relevant target:
16.5

the elimination of corruption and fraud within the Company and adherence
to anti-corruption policy while interacting with contractors and suppliers
◊ Information sharing with stakeholders about Company activities
◊ Foundation of Public Council on the Company basis for
local community relations including residents, institutions,
NGOs, religious and national associations21
◊ Preparation of the annual sustainability report
corresponding to international standards.

Sustainability management
Business ethics and Anti-Corruption Policy
Stakeholder management

◊ Significant social-and-economic effects and positive value for money at all

stages of the project implementation, including the creation of highly paid jobs

◊ Transparent procurement and tendering
◊ Safeguarding equality and equal opportunities for employees,

fulfilment of the obligation to employ local labor force

Relevant targets:
8.3
8.4
8.5
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◊ Extended social package for the personnel on a fly-in fly-out basis
◊ Embodiment of Corporate Code of Ethics and its principles

at all management levels and at production sites
◊ Above average salary level in the regions of Company’s presence
◊ Efforts to mitigate the risk of industry incidents among
Company employees, contractors and subcontractors.

HR management

21

For more details see Stakeholder management.
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CORPORATE GOVERNANCE
[102-18] [102-19] [102-20] [102-22] [102-23] [102-31]

The Company’s corporate governance
structure meets the requirements of the
Russian Federation law and the legal form of
a limited liability company.
With Udokan project development, the

Company will improve its approaches to
corporate governance, taking into account
the best domestic and international
practices.

The Internal Audit Directorate contributes
to the achievement of the Company’s
goals, applying a systematic and consistent
approach towards performance assessment
and enhancement of operational efficiency:

◊ Risk management (Risk Management
System)
◊ Internal control (Internal Control System)
◊ Corporate governance.

General Participants’ Meeting (Sole
participant)

Corporate governance scheme
Joint Stock Company «Holding Company «Udokan сopper»
(Sole participant)22

Board of Directors

Audit commission

As at the year-end of 2020, the Sole
participant of the Company (with 100%
participatory interest in the Company charter
capital) is the Joint Stock Company «Holding
Company «Udokan сopper». The Sole
participant performs the functions of the
Company General Meeting and has exclusive

rights to elect the Board of Directors. The
Sole participant determines the main areas
of Company’s business, approves annual
reports and internal documents, appoints
audits and is the supreme body of corporate
governance.

Board of Directors
[102-22] [102-23] [102-31]

CEO23

Deputy CEO for Legal Affairs24

Deputy CEO for Procurement and
Commerce

Deputy CEO for Security

Deputy CEO for Sustainable Development and Corporate Affairs25

Deputy CEO - Chief Operating Officer
(COO)26

Deputy CEO for Finance and Control28

Deputy CEO for Engineering and
Construction27

22
23
24
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25
26
27
28

Before 19 March 2021 - JSC «Holding Company «Baikal Mining Company».
Deputy CEOs are named with respect to the Company’s accounting (financial) statements dated 31 December 2020.
The position has been introduced since 2 November 2020.
Before 1 October 2020 this function did not exist and was incorporated into the position of the Deputy CEO for Legal and Corporate Affairs.
The position has been introduced since 12 August 2020.
The position has been introduced since 10 July 2020.
Before 1 October 2 020 this function was incorporated into the position called the Deputy CEO.

The Board of Directors of the Company
carries out strategic Company management,
controls the executive body operations, and
also performs other key functions in line with
the Russian Federation law, the Company
Charter, and the Regulations of the Board of
Directors.
In 2020, the Company held 19 meetings of
the Board of Directors.
Members of the Board of Directors
considered current issues of strategic
management, the interim and annual
budgets of the project, reports on financial
and economic activities, reports on the
progress of construction works, questions on
approving the deals.
The Board of Directors envisages matters
related to sustainable development and
economic, environmental, and social
aspects as they come up and to the extent
that they fall within its competence. In 2020,

such issues were not the subject of specific
consideration at meetings of the Board of
Directors. At the same time, sustainable
development problems were considered
at the meetings of the Finance and Audit
Committee, created and operating under
the Board of Directors, twice in the reporting
period, including the issue on the agreement
of a roadmap for the Company’s initiatives to
reduce the carbon footprint.
[102-18]

At the moment, the Company does not have a
separate sustainability committee under the
Board of Directors. However, Udokan Copper
is looking into the possibility of organizing
such a committee at the next stages of the
project’s development, shortly before the plant
commissioning.
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SUSTAINABILITY MANAGEMENT
The Finance and Audit Committee acts as
a permanent committee of the Board of
Directors in the Company. The Committee
contributes to the effective performance of
the Board of Directors in terms of control
over the Company’s financial and economic

activities and decisions on deals approval,
preliminary acceptance of which is within
the competence of the Board of Directors.
The Committee also promotes the Board’s
control over the drawing up and auditing of
the financial statements of the Company.

Members of the Board

[102-19] [102-20]

Udokan Copper sustainability agenda is
included in all stages of Udokan deposit
project development. Following the best
world approaches, Udokan Copper is putting
together its Sustainability management
system integrated into the overall corporate

The position of Deputy CEO for Sustainable Development
and Corporate Affairs was approved

In the reporting period29 Udokan Copper
Board of Directors included the following
members:
◊ Valery Kazikaev (the Chairman)

◊ Pavel Mitrofanov

◊ German Mironov

◊ Dmitry Tarasov

◊ Timur Belikov

◊ Uluç Ergin

◊ Sergey Evdokimov

◊ Olga Kharlamova.

Sustainability management scheme
[102-19]

Board of Directors

◊ Gleb Kostikov

CEO

For more details about the Board of
Directors please see the official website of
the Company, pages Corporate Governance /
Board of Directors.

economic issues
Deputy CEO for Finance and
Control

Remuneration to members of the Board of Directors
Remuneration to members of the Board
of Directors for performing their functions
is paid out by the decision of the Sole
participant The procedures for paying such
remuneration comply with the requirements

of Federal Law No. 14-FZ “About Limited
Liability Companies” dated 8 February
1998 and are within the framework of the
Company’s Charter and the Regulations on
the Board of Directors.

CEO
The CEO of Udokan Copper manages the
current Company’s business and has other
authority as specified in the requirements of
the Russian Federation law and the Charter
of the Company.
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29

As of the end of 2020.

governance structure. The company
is improving sustainable development
practices and seeks to disclose information
about its operations to stakeholders,
preparing reports on all relevant issues.

The position of CEO has been held by
German Mironov since November 2019.

social issues
Deputy CEO for Sustainable
Development and Corporate
Affairs

environmental issues
Deputy CEO - COO
HSE Director

[102-20]

The Sustainability management system is
overseen by the CEO and his Deputies for
economic, social and environmental issues.
Thus, all decisions in the field of sustainable
development are supported at all
management levels. An integrated approach
makes available the evaluation and control of
a large number of interrelated parameters,
providing the necessary synergy effect.
In 2020, in order to systematize the
embodiment and development of
sustainability practices, the senior position

of Deputy CEO for Sustainable Development
and Corporate Affairs was approved and the
Sustainability Management Department was
formed.
Sustainability management employees
regularly undergo training in various
purpose-oriented programs in the area
of sustainable development. In particular,
in the reporting year, the specialists of
the department were educated at the
“Transeuropean Center of Commerce and
Finance“ and received the appropriate
certificates.
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BUSINESS ETHICS AND
ANTI-CORRUPTION POLICY
[103-1] [103-2] [103-3] [205-2] [205-3]

To achieve the goal of creating a reliable and
safe copper production, Udokan Copper is
guided by the professional experience of the
project team, high standards of corporate
governance and the principles of ethic
conduct of business in relations with partners
and employees.
The above mentioned principles for the
Company are: square dealing, due diligence,

professionalism, mutual trust and respect,
inviolability of obligations, completeness
of required information disclosure, priority
of negotiations over legal proceedings.
Strengthening the business reputation of the
Company is one of the important factors for
meeting the Company’s targets and current
problem solving.

Anti-Corruption Policy
The Company does not accept any form
of unlawful influence on the decisions of
state bodies, including bribery, the offer of
inadmissible gifts, employment of relatives
of civil servants, charity or sponsorship at the
request of civil servants of the relevant state
authorities (making decisions beneficial for
the Company).
The policies and procedures adopted by
the Company comply with the current
requirements of the law and open the way

0

[205-3]

During the reporting period, no cases of
violation of the Anti-Corruption Policy were
identified in the Company.
The obligation of compliance with the
requirements of the Anti-Corruption Policy
and corruption control is also recorded in the
agreements with suppliers and contractors.

Communications on anti-corruption policies and practices
Number of people

Share, %

8

100

Total number of informed employees, including top managers31

803

100

Total number of informed contracting parties, including:

458

100

◊ Conflict of Interest Statement

those of the Russian Federation

451

100

◊ The Procedure for Informing the Employer
About Corrupt Practices

those of other countries

7

100

◊ Exchange of Gifts and Business Hospitality
Rules
◊ Corporate Code of Ethics

Indicator
Total number of informed members of the Board of Directors who are not the
Company employees

◊ Anti-Corruption Policy.

100% of employees and 100% of contracting parties are informed
about the Company’s anti-corruption policies and methods

for effective anti-money laundering and fight
against corruption facts.
The Company cooperates with authorized
government bodies in identifying and
investigating the facts of corruption and
other illegal actions of workers, contractors
and competitors.
The basic document containing a set of rules
and principles for countering corruption is
the Anti-Corruption Policy, the requirements
of which are mandatory for all employees.

In compliance with Udokan Copper AntiCorruption Policy, the Company conducts
regular anti-corruption monitoring. Each
monitoring encompasses the collection,
processing and analysis of various data,
including: declarations of employees about
conflicts of interest, complaints and appeals
from the staff, information received from law
enforcement and other authorities, current
judicial practice, provisions of the Russian
Federation law and other details.
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30

cases of the Anti-Corruption
Policy violation in the
Company

Liability shall be incurred for noncompliance with its requirements.

[205-2]

COMPLIANCE SYSTEM OF THE COMPANY
The Company has approved a set of internal
regulatory documents that describe
appropriate business behavior of the
employees30:

The key provisions of the Anti-Corruption
Policy are included in all labour contracts,
job descriptions, and internal code of
conduct for communicating the guidelines of
ethical behavior to all staff members.

Russian versions of the documents can be found on the website at https://www.bgk-udokan.ru/sustainability/corruption/

31

Each monitoring results in a status report
on anti-corruption efforts and the measures
taken to prevent and combat corruption. The
report is sent to the Deputy CEO for Security
and then brought to the attention of the CEO.
The Company actively makes arrangements
for educational programs that explain the
anti-corruption management approach.
Also, for the categories of staff members at
high corruption risk, there are workshops
and regular inspections of their business
and economic feasibility of agreements with
contractors and counterparties.

Top management body made up of 8 members - the CEO and the Deputies.
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STAKEHOLDER MANAGEMENT

Corporate Code of Ethics
The Company has developed and
administers a Corporate Code of Ethics. It
establishes the corporate values of Udokan
Copper, the most important principles of the
Company’s operations, and ethical norms
of corporate relations with legal entities
and individuals involved in Udokan Copper’s
activities.

The purpose of the Code is to consolidate
ethical standards for the Company’s
interaction with its members, investors,
business partners, counterparties,
competitors, state and municipal authorities,
communities, and employees.
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Udokan Copper adheres to a balanced
approach to building equal partnerships with
all parties concerned.

[102-42]

on how to make and accept business gifts,
and how to organize and participate in
entertainment. Gifts and entertainment rules
help to mitigate the risks associated with
bribery and protectionism.
Udokan Copper supports a corporate culture
where business gifts, corporate hospitality,
and entertainment are viewed only as a tool
for establishing and maintaining business
relationships and as a manifestation of
generally accepted politeness in the course
of dealing.

Business Ethics and Compliance Training

All new on-boarded employees are required
to read and understand all in-house policies
and procedures in general and regulations
specific to their positions, including but not
limited to the Corporate Code of Ethics. New

The Company acknowledges the corporate
mission to develop the region of its presence
and strives to properly work with all
stakeholders during the project progress.

KEY STAKEHOLDER GROUPS

Exchange of Gifts and Business Hospitality
Rules
In its daily operations, the Company assumes
that long-term business relationships based
on trust and mutual respect are the key to
the future sustainability and commercial
achievement of the project. When the
law and principles of business ethics are
violated, they irreparably damage Udokan
Copper’s reputation and hamper sustainable
long-run development, which is not
acceptable. Exchange of Gifts and Business
Hospitality Rules manage the staff activities
in the context of uniform regulations and
standards of business conduct, pertaining
to promotion of competition, a quality policy
of goods, works and services, and avoiding
conflicts of interest. The Rules set the
general requirements for all employees

[102-21] [102-40] [102-42] [102-43] [102-44]

regulatory enactments are available for
the team through the corporate electronic
document management system (hereinafter
referred to as - EDMS).

Udokan Copper has named key stakeholder
groups, their affected interests, and possible
ways of networking within the framework
of the Company’s business. Groups and
methods of cooperation were pointed out
in the context of the best practices and
long-term experience of Udokan Copper in
external relations in the region where the
Company operates and with the involvement
of highly qualified consultants.

With Udokan project development and the
start of day-to-day operations, the Company
also plans to strengthen the synergy with
such stakeholder groups as federal and
local NGOs, the scientific community and
industry-specific schools.

The list of such stakeholder groups and
the most significant forms of collaboration
with them were outlined in the Company’s
Communication Strategy for 2020-2024,
adopted in 2020.

This is crucial for the Company to establish
effective communication with employees.
Even though the team is still in the stage of
creation, the Company is currently applying
various tools to inform people, organize their
personal commitment and receive feedback:

questionnaires and research are being
actively used. For example, the Company
has investigated the motivation of employees
to work from home in correspondence with
COVID-19.
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[102-40] [102-43]

Local residents

International investment community

Stakeholder expectations

Stakeholder engagement

Stakeholder expectations

Stakeholder engagement

◊ Social, transport and energy infrastructure development

◊ Direct interaction with local communities through regular meetings

◊ Increase in the Company value

◊ Good corporate governance

◊ Job creation for people in the regions of Company’s presence

◊ Implementation of projects jointly with local authorities

◊ Effective implementation of the investment project

◊ Publication of financial and non-financial statements

◊ Mitigation of negative impacts associated with Company’s business

◊ Projects to develop social, transport and energy infrastructure

◊ Achievement of the Company’s financial and operational goals

◊ News on the Company’s website

◊ Environmental protection.

◊ Measures to mitigate negative environmental impacts

◊ Valid information on key performance indicators.

◊ Meetings at national economic forums and industry events.

◊ Public Council meetings.
◊ Effective implementation of the investment project

◊ Personal meetings for the purpose of current

◊ Annual programs for social and economic development

◊ Achievement of the Company’s financial and operational goals

◊ Publication of financial and non-financial statements

◊ Decision-making with respect to the

◊ Completion of obligations under current financing projects

◊ News on the Company’s website

◊ Development of potential partnership.

◊ Meetings at national economic forums and industry events.

Indigenous and small ethnic communities of Zabaikalye Region
◊ Inclusion, guarantee of the rights and social and economic

development of Indigenous Peoples of the North.

Banks

interests of Indigenous Peoples

◊ Regular meetings with representatives of

indigenous ethnic communities.

Current and potential employees
◊ Safe and comfortable working conditions

◊ Direct communication with employees

◊ Competitive salary, benefits and social package

◊ Occupational health and safety

◊ Career opportunities

◊ Safety culture development among the personnel and contractors

◊ Training and professional development.

◊ Training and education.

through the heads of departments

Partners and suppliers
◊ Transparent procurement and tendering

◊ Competitive procurement

◊ Fulfillment of contractual obligations

◊ Conclusion of agreements with contractors and suppliers

◊ Quality assurance and adherence to the work schedule

◊ Long-term relationship building with

and potential cooperation projects

State authorities and government regulators
◊ Compliance with the Russian Federation law

◊ Publication of financial and non-financial statements

◊ Timely tax payments.

◊ Inspections by state bodies;
◊ Compliance with notes and improvement orders.

Regional and district authorities
◊ Timely tax payments

◊ Programs for social and economic development

◊ Social and economic development in the region of Company’s presence.

◊ Public Council meetings.

in the region where the Company operates

reliable suppliers and contractors.

◊ Compliance with business ethics, anti-corruption measures.

As part of its business during the reporting
year, the Company engaged with stakeholders
on various issues that affected their interests
and expectations. On a regular basis, in
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the library of Udokan settlement, the HSE
Directorate held meetings with the residents,
involving other departments of Udokan Copper.

47

Key meetings with the stakeholders
13th of January

28th of February

11th of September

Between 5th and 15th of October

Public hearings on the creation of a specially
protected conservation area of regional
significance - a natural landscape reserve
“Ingamakitsky”32.

The Company’s meeting with representatives of the
Evenk clans regarding the Table of events of the
Association of Indigenous Peoples of the North and
The Day of Reindeer Breeder celebration.

The extended session with indigenous peoples at
the headquarters of the Company in Novaya Chara
settlement with the participation of the Deputy CEO
for Sustainable Development and Corporate Affairs
and the Head of External Relations.

Online polls and in-depth interviews with reference
to integrated development and improvement of
Novaya Chara settlement.

Between 11th and 16th of December

16th of December

Online polls and in-depth interviews with reference
to integrated development and improvement of
the park territory near the Udokan cinema and the
theater square in Chita city urban district.

The project session (online meeting) with Chita
city residents in terms of the land improvement of
the park territory near the Udokan cinema and the
theater square in Chita city urban district.

16th of October
The project session with Novaya Chara residents
concerning the creation of a new-style settlement
and further priority areas for its development.
This session helped to identify the needs of all
age groups and to develop the Concept of the
most important amenities in Novaya Chara, as
well as the design project for the central street
maintenance including curtilage33.
48

32
33

This event implies the consideration of public opinion compliant with the current legislation.
Currently, the street maintenance project has undergone expert appraisal and is being prepared for implementation by the end of 2022.

49

Regular information support of the project is the Company’s
communication priority

Human rights approach

Communication at the construction stage
[102-21]

The main Company’s communication tasks
at the stage of Udokan MMP building are
stakeholder management and creation
of awareness about the Company’s
operations in four priority areas: social
infrastructure projects, mitigation of
environmental impacts, application
of the best available technologies and

organizational development. Moreover, the
Company is committed to provide regular
information support at all stages of the
project implementation and construction of
the related amenities.

The Public Council for stakeholder management
has been arranged on the basis of the Company
Public Council
For the purpose of a constructive dialogue
with stakeholders, in 2020, with the approval
of the CEO’s order, the Company organized
a Public Council for networking with local
communities: residents, NGOs, religious
and national associations operating in Kalar
District of Zabaikalye Region.
The Public Council is chaired by the Head
of External Relations and consists of top

Observance and respect for human rights
is an integral principle of the Company’s
business and a part of the project
implementation. The Company respects
human rights at workplaces, while making
programs in the region of its presence and
throughout the whole supply chain.
Respect for human rights is a fundamental
element of all corporate documents,
including the Corporate Code of Ethics, OHS
Policy, Anti-Corruption Policy and others,
which are mentioned in the relevant sections
of this report.

Besides, Udokan Copper seeks to improve
and systematize its approach to protect
human rights. Therefore, a number of
regulatory documents are being designed
in the Company: Human Rights Policy,
Sustainable Development Policy, Policy and
management system to respect the rights of
indigenous ethnic groups. The validation of
all these documents is planned for 2021.

Non-discrimination, prevention of child and forced labor
managers of the key Company’s divisions:
HR Director, Health, Safety and Environment
Director (hereinafter referred to as HSE
Director), Director of Construction, Production
Director. Representatives of municipal
authorities and NGOs and residents of Kalar
municipal district are also invited to attend
meetings of the Council.

Public Council competence:
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RESPECT FOR HUMAN RIGHTS

◊ regular consulting and alignment of the
positions on socially significant matters

◊ consideration for public opinion when
making corporate decisions on the Udokan
development project.

◊ incorporation of comments and
suggestions from local communities

◊ proposals for creating favorable
conditions to live in Kalar District of
Zabaikalye Region

[408-1] [409-1]

Udokan Copper supports the equality
of human and civil rights and freedoms
regardless of gender, race, nationality,
age, language, origin, property and official
status, place of residence, religion, beliefs,
membership of public associations. The
company expects a similar approach from its
partners and contractors.
Udokan Copper prohibits any kind of
discrimination in the selection and
recruitment of people, in the course of work
and professional growth of employees.
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For more details see HR management.

The company pays special attention to equal
rights and opportunities for representatives
of different genders: it collects relevant
statistics, monitors KPIs, identifies points
for their improvement, and discloses these
indicators in corporate reporting34.
The company excludes any possibility of child
and forced labor both in its business and
throughout the entire supply chain.
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MACROECONOMIC SITUATION

Main areas of copper utilization

ROLE OF COPPER IN EVERYDAY LIFE
Copper is one of the most demanded nonferrous metals today.
Due to its unique properties, copper
and its alloys are actively used in many
sectors of the modern economy.

Construction

Transport

◊ Plumbing, taps, valves and fittings

◊ Traditional combustion engines

◊ Facades, canopies, doors and
window frames.

◊ New generation airplanes and
trains

Consumer goods
◊ Household appliances,
kitchen utensils, locks and
keys.

◊ Electric and hybrid vehicles.

COPPER MARKET BALANCE
According to the International Copper Study
Group (hereinafter referred to as - ICSG),
today the world has seen a stable copper
usage growth rate at an average of 3.4% per
year.
The key driver of global refined copper
usage has been Asia, where most of the
high-tech industries are located. Demand in
China, Korea and other Asian countries has
expanded almost eight‐fold over the past
four decades and is expected to increase.
After the crisis of low copper demand in
the 2010s, the United States and European
countries today have to build and reconstruct
electrical grid infrastructure, which will
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be one of the main factors in high copper
demand in the next decade in these
countries.
Moreover, due to the special copper
properties, a significant role is assigned to
the formation of a new low-carbon (green)
economy. In most developed countries and
some countries of the third world, copper
utilization can receive an additional stimulus
as a result of the widespread development of
industries where copper is used extensively
such as the production of electric vehicles or
renewable energy.

Industrial machinery
and equipment
◊ Gears, bearings and turbine
fins
◊ Sea and river vessels, tanks
and pipelines exposed to
seawater, oil platforms and
coastal power stations35
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Energy industry
◊ Conductors
◊ High, medium and low
voltage power cables
◊ Wiring commercial and
residential buildings
◊ Power-efficient generators,
motors and transformers.

Copper resistance to corrosion plays a special role here.

Electronics
◊ World’s information and
communication technologies:
internal subscriber lines,
broadband and local networks,
mobile phones and personal
computers
◊ Microprocessors.
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Current industry drivers of copper
demand growth

Electric vehicles
Government regulations and global agreements, as well as countries that are
targeting net-zero greenhouse gas emissions, will further bolster the rapid
uptake of electric vehicles. All these factors are impacting copper demand,
because copper is prevalent in three areas of electric mobility: energy
storage, charging infrastructure and the production of vehicles.
For example, one modern hybrid car contains about 40 kg of copper, which is
twice more compared to a traditional car that runs on petrol or natural gas.
One electric vehicle contains 90 kg of copper, that is, 3-4 times more than in
conventional cars. And more than 300 kg of copper is contained in electric
buses.

Energy sector
Renewable electricity generation is growing fast, particularly solar and wind
farms that use much larger volumes of copper than conventional thermal
power generators.
As a result, the energy sector requires much more copper usage: it is
preferred over other conductive materials.

In addition, due to its properties, copper
will benefit from use in a number of
other developing areas of industry: the
production of antimicrobial agents,
seismic energy dissipation technologies,
and the manufacture of ultra-conductive
components.
Despite copper price rise in the past few
years, not a single large investment project
in the copper sector has been ratified. In

a conventional car

a hybrid car

20
kg
copper

40
kg
copper

the copper market in the medium term,
there’s a limited list of major greenfield
and brownfield projects that undergo
construction.
In correspondence with the ICSG report,
we are dealing with a long-range structural
deficit in the copper market as production
will not keep up with rising demand.

an electric vehicle

an electric bus

90
kg 300 kg
copper
copper

In the production of electrical conductors (including various types of cables
and wires), up to 75% of all the world’s refined copper is utilized. At the same
time, renewable energy sources need 12 times more copper than traditional
energy.

Construction sector
The global demand for residential and commercial construction is rising
significantly. New homes will be equipped with domestic electrical goods and
innovative systems, which rely on copper, and commercial buildings will be
made “smarter”.
This greatly increases the demand for copper. Energy-efficiency smart
systems will be manufactured from copper to operate with maximum
capacity.
54
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COPPER AND GREEN ECONOMY
Copper belongs to the metal of the ‘‘new
economy’’ - a raw material that is actively used
in innovative global projects: universal energy
connectivity, reduction of emissions of harmful
substances, cooling systems for industrial
facilities and office buildings, global digitalization.
In particular, Copper’s superior heat transfer

capabilities and electrical conductivity,
resistance to atmospheric corrosion, combined
with high ductility and unlimited recycling
options guarantee that the increased demand
for accelerated communication systems’
capacity can be met, energy efficiency can be
improved, pollutant emissions can be reduced
and closed production cycles can be set.

Challenges for a green
economy

A drive to increase the
circularity of the economy:
reducing waste and
improving recycling rates

A pressure to reduce greenhouse
gas emissions to mitigate climate
change, including the development
of clean technology, energy storage
and improvement of energy
efficiency

The focus of the world community on clean
technologies not only increases the demand
for the Company’s final products but also
imposes enhanced commitments on Udokan
Copper to handle the high environmental
performance of such products.
The constant increase
in speed and capacity of
communications systems

Copper benefits

Multiple recycling options
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Superior heat transfer
capabilities and electrical
conductivity

The global trend towards decarbonization
and achievement of carbon neutrality
contributes to the growth of copper
demand: it also has affected the countries
of the Asia-Pacific region (Japan and South
Korea have announced plans to achieve
carbon neutrality by 2050, China - by 2060).
Because of their geographic proximity these
countries are potential sales markets for
the Company’s products.

High-speed data
transmission and resistance
to atmospheric corrosion,
combined with high ductility

External stakeholders are already making
requests to the Company for information
disclosure on greenhouse gas emissions
in absolute and specific indicators, as well
as on long-term measures to manage the
carbon footprint throughout the whole
supply chain. Green technologies and low
specific GHG emission factors can become
significant competitive advantages of
Udokan Copper. The Company intends to pay
special attention to this issue as dictated by
the corporate Climate Program36 which is
being developed.
In order to boost liquidity of its products,
Udokan Copper plans to register cathode
copper with the London Metal Exchange
(hereinafter - LME), which is the world’s
leading commodity exchange for non-ferrous

36

For more details see Energy consumption and Climate Program

The Company’s forward-looking sales strategy
views copper as the base metal of the “new
economy”, providing a worldwide trend for
decarbonization.

metals trading. In 2019, the LME announced
ESG requirements strengthening, as well
as the need to comply with the new LME’s
Responsible sourcing standards. Previously
only product quality was estimated. Starting
from 2023 companies will be allowed to
trade and register metal brands with the
LME only upon confirmation of meeting all
these standards.
It is expected that the ESG requirements
will also be tightened on other international
exchanges, including Asian ones. Thus,
the World Federation of Exchanges, the
global industry association of more than 250
exchanges and clearing agencies, has put in
place revised ESG Guidance & Metrics for its
members since 2018.
Udokan Copper follows the instructions of
the world’s leading commodities exchanges
and strives to guarantee that its products
comply with up-to-date standards, in
terms of quality, and in alignment with best
sustainability practices.
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ECONOMIC PERFORMANCE
[103-1] [103-2] [103-3] [201-4]

MANAGEMENT APPROACH IN ECONOMICS AND
FINANCIAL PLANNING
forward. This is the main focus area of the
Company’s economics and finance which is
reflected in its management structure.

At the current stage of deposit development
and Udokan MMP construction, effective
financial planning is crucial for work in
progress and for future activities in order to
successfully keep up with the project moving

The Finance Department guides sustainability
projects in terms of their planning, budget
control, agreement negotiation, payment
review. More than that, according to the order
to establish a working group on sustainable
development, the Finance Department
participates in the discussion of the social
investment strategy.

A streamlined and efficient procurement
process37 and well-organized internal
audit process (the internal audit function
was organized in the Company at the
end of 2020), for which the Internal Audit
Directorate and the Finance and Audit
Committee under the Board of Directors38
will be responsible are among the important
factors in the economic performance of the
Company.

11.6
billion rubles

Economics and financial planning Management
organization chart

the Company’s
net assets

CEO

Deputy CEO for Finance and
Control

Director for Economics,
Financial Planning and
Reporting

SELECTED
FINANCIAL
RESULTS

Management Control Director

2019

15,132.5
11,640.8

2020

Net assets, million rubles39
Finance and Investment
Project Monitoring Director

Director for Project Controls
Director for Corporate
Financing

Estimated Costing and
Evaluation Department

Budgeting and Controlling
Division

Finance Office
Project Implementation
Control Department
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Accounting Department

37
38
39

For more details see Sustainable supply chain.
For more details see Corporate governance.
As provided by the Company’s accounting reports 2020.
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Core business expenses, million rubles
Engineering surveys / project support

1,137.21
758.9940

2,115.35

2019

1,170.71

2020

2020

23,614.21

9,746.06
2020

2020

2019

29,945.33

2020

VAT as a tax agent

Property tax

VAT on the import of goods from the Customs
Union

The Chief Accountant of the Company
manages and controls taxation, checks that
all appropriate processes and systems are
in place. Tax operations of Udokan Copper
are regularly inspected by external auditors,
and the financial statements are also
independently verified.
Udokan Copper monitors changes in tax
legislation and, if necessary, adjusts the
corresponding processes in the Company.

Udokan Copper complies with the
requirements of the Russian Federation fiscal
law and duly fulfills the obligation to pay taxes
to the federal, regional, and local budgets as
applicable.

[201-4]

118.7 million rubles of these were spent on the construction documentation for Chara airport re-commissioning.

4.7

Mineral extraction tax

TAX COMPLIANCE APPROACH

40

46.1

2.4

30.3

Industry and other taxes and payments to the
budget, including:

Total

2019

83.5

Taxes withheld and paid on behalf of Company
employees

2019

By paying taxes to local budgets, the Company
contributes to the development of the territory
and supports the region of its presence.
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526.7

2020

Construction, including assembly works,
equipment, Mining Complex

4,443.38

2019

Payroll and insurance payments

1,470.51

Legal entity (resident) - Udokan copper LLC

1,228.39

2019

2,286.07

Core Company’s business

Other expenses

Loan interests and commissions for reserve
funds under the loan and other payments

1,466.57

Taxes and fees paid in 2020, million rubles

The company cooperates with JSC Far East
Development Corporation and is a resident of
the Priority Development Area41 (hereinafter
referred to as PDA). Participation in the PDA
program gives the Company a number of tax
preferences from the moment the deposit is
put into commercial operation.

with sound commercial principles, tax
benefits, and Russian fiscal law. If there is
any difficulty or uncertainty in the context
of tax risks, the Company acts with a
conservative approach and asks for external
advice. Udokan Copper is connected to
various information and consulting sources
of tax, legal and judicial information,
where it regularly receives clarifications on
controversial tax matters.
In 2020, Udokan Copper did not receive
financial assistance from the state
authorities42. The government is not among
Udokan Copper shareholders.

Udokan Copper recognizes the importance
of tax risks, therefore, tries to mitigate them
and structures its business in agreement

Economic area with preferential tax conditions, simple administrative procedures and other privileges in Russia, created to attract
investment, accelerate economic development and improve people’s lives.
42
Financial aid from the state bodies is defined in accordance with the International Financial Reporting Standards.
41
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SUSTAINABLE SUPPLY CHAIN

In the context of tender results conciliation
and the final contract approval, there is a
separate procedure: after the counterparty
selection, the contract is being drawn up,
with the coordination through the EDMS.
The Security Service, the Directorate
for Economics, Financial Planning and
Reporting, the Legal Directorate, the

[102-9] [102-10]

A sustainable supply chain involves
productive management of environmental,
social and economic impacts and risks, as
well as applying best business practices
throughout the entire product lifecycle - from
procurement of all necessary resources,
manufacture of products, to satisfying
customer needs when they finally receive the
product.

At this stage of Udokan development,
procurement is a key element of the
Company’s sustainable supply chain. It
provides for robust project implementation,
Udokan MMP construction, as well as
supplies and works in the difficult conditions
of northern Zabaikalye.

Procurement process diagram
PRIOR TO CONTRACT CONCLUSION

PROCUREMENT REGULATIONS

CONTRACT CONCLUSION PROCEDURE

Общество заинтересовано в устойчивом
The Company is keen on sustainable
развитии своего бизнеса и бизнеса парdevelopment of its own business and
тнеров.

business of its partners

[102-9]

Procurement in the Company is regulated
by the Procurement Policy agreed in 2017,
as well as subsequent amendments to
this Policy approved by the CEO. The Policy
reflects general, commercial and special
requirements for the procurement of
goods, works and services and covers all
types of purchases in the Company. It also
stipulates how to negotiate and conclude
agreements with contractors and suppliers,
how to control their execution, discharge
and termination and how to get necessary
results.
The Company strives for procurement
transparency.
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Udokan Copper selects suppliers and
contractors primarily on a competitive
basis. In particular, all purchases over
100 thousand rubles require competitive
procedures. Information about ongoing
tenders is published on the selected E-Trade
Platform called ‘‘B2B-Center’’. The main
principle in the selection of counterparties
is fair competition for identifying suppliers
willing to make the best offer that satisfies
the needs of the Company.
The Company also has limits on contracts
approval, which make it possible to
distinguish between authorizing bodies
depending on the contract value: there
are categories of contracts that must
be approved by the CEO, by the Tender
Committee and jointly, by the Tender
Committee and the Board of Directors.

STRATEGY AND PLANNING

When dealing with counterparties and
partners, the Company makes efforts to
build long-term cooperation for the benefit
of all based on mutual respect, trust, honesty
and fair play. Udokan Copper is interested in
the sustainability of its own business and the
business of its partners.

Chief Accountant, the Director for Supply
Chain Management, the Division of the
Procurement Initiator, the Head of Finance
Department, the Budgeting and Controlling
Division are to be involved in the approval
process. This is how the internal control over
the procurement is made.

1

Initiating

Contract strategy

3

Open source
publications

4

5

9

8

7

6

2

Final contract
preparation

Market
research

Bidding proposals
review

Negotiations

Pre-qualification

Tender documents
preparation and issue

AFTER CONTRACT CONCLUSION
CONTRACT EXECUTION PROCEDURE

10

Start of
works under
contract

11

Contract
execution

12

Annual meetings
on quality control

13

KPI
management

14

Contract amendments

15

Contract closure

For the purpose of supply chain security,
there are communications with responsible
employees and with representatives of
suppliers. During the procurement, the staff

members of the Company can communicate
via email, by phone or in the software
product 1C EDMS.
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PROCUREMENT RESULTS

Powers of the main procurement participants
All purchases of the Company are
centralized and performed by the
Procurement and Contracts Directorate or
contract engineers (specialists responsible
for procurement in the Company and
officially appointed by the Procurement
and Contracts Director). The procurement

process (if required) also involves
representatives of other Company divisions,
including the Supply Chain Management and
experts from legal and financial services.

◊ Procurement operations
◊ Development and approval of contract strategies and contract plans
◊ Consultations with suppliers
◊ Counterparty selection support

Procurement and Contracts
Directorate / Supply Chain
Management

◊ Preparation of call for bids, information layout and invitations to participate in the tender
◊ Negotiations with contracting parties
◊ Contract conclusion
◊ Amendments to the existing contracts
◊ Consolidation of procurement data to analyze and improve

[102-10]

In 2020, the total volume of the
Company’s purchases amounted to
about 24.9 billion rubles. Compared to
2019, the volume increased by 68.7%.
The main reason for the increase
was the expansion of the Company’s
business, including:
◊ Growth of the team, which led to the rise
in procurement of personal protective
equipment (hereinafter referred to as
PPE), workwear and safety footwear,
household goods, office supplies and
other materials related to HR
◊ Increase in the number of equipment
used, which caused a growth of
purchases to provide its maintenance
◊ Realignment of construction and
installation contract purchasing and
transition to in-house procurement.

The main focus of procurement is to attract
contractors for front end engineering
design (hereinafter referred to as FEED),
construction and installation works and
for rendering other related services to the
Company. The volume of relevant purchases
in 2020 was 24,192.7 million roubles.
Inventory procurement amounted to 726
million roubles.

24.9
billion rubles

the Company’s total
volume of purchases

KPIs of the Company's procurements.

Procurement and Contracts
Director / Supply Chain
Management

◊ Introduction of Company’s procurement procedures, control of their

accomplishment, as provided by the key procurement principles, and assurance
of business goals and deadlines as per the contract strategy and plans.

Purchase volume, million rubles43
Deviation 2020/2019, %

◊ Procurement management within the framework of tasks delegated by the CEO

Tender Committee

2019

14,769.544

◊ Executive decision-making on procurement

68.7

◊ Compliance control with the procurement principles

2020

◊ Best conditions guarantee for the Company when concluding contracts.

24,918.7

◊ Procurement in the area of assigned purchasing

Contract engineer / Contract
manager

◊ Coordination of contract preparation and detailing
◊ Commercial analysis of the purchase and control of contract times
◊ Electronic filing for each contract
◊ Evaluation of contracted works and monitoring of timely contract closure.
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Including FEED, construction and installation and inventory. VAT excluded.
44
The total procurement data for 2019 differs from the total purchase volume of 2019 showcased in the Company’s 2019 Sustainability
Report due to calculation methodology change.
43
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Main areas of supplier relationship
management

2021 GOALS

Udokan Copper believes that its contracting
parties must uphold the same ethical
standards and principles of sustainable
development that the Company applies in its
operations. While establishing relations with
each new party to contract, the Company
runs a check-up to make sure of the party’s
compliance.

The main task for 2021 is to improve
procurement along with the Udokan project
development and the added complexity
of the Company’s operations. In 2021 all
supplies will be divided into project and
operational. Thus, current construction will
be provided with everything necessary and at
the same time, the Company will be actively
preparing for operational procurements as
well as promoting category management,
generating and keeping up-to-date
procurement strategies, and building longterm relationships with manufacturers.

An anti-corruption clause is included in
the standard terms of any agreement; in
addition, the Company has adopted an AntiCorruption Policy.
The main areas of supplier relationship
management in 2020 were as follows:
◊ Highlighting categorical purchases and
regularly consumed materials
◊ Reserve stocks formation
◊ Supply of materials and resources and
reagents on time in full by the start of full
swing commissioning
◊ Automation of uncategorized purchases
and the definition of frame contracts with
price lists
◊ Selection of suppliers- ‘‘consolidators’’ for
minor procurement.
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The Company demands from counterparties
and contractors to comply with all
requirements of the Russian Federation law,
as well as to meet additional regulations in
the field of HSE dictated by the technical and
design documentation of the Company.

In 2020, in order to improve procurement
efficiency the following activities took place:
◊ Secure storage warehousing was
organized

1

◊ Contracting and price fixing for a year
with quarterly delivery were set forth.
2

Procurement digitization in ERP
(procurement process mapping in the
system, starting from request receipt,
selection of a partner and placing of
goods in warehouse property)
Preparation for electronic document
management for the exchange of
primary documentation, contracts,
specifications with contracting parties
(EDMS embedding is planned for 2022)

It is also planned to upgrade the
procurement management system and
update the organizational structure.
Apart from that, the development plan of the
Company implies supply chain sustainability
and security enhancement. Accordingly, the
following measures are anticipated for 2021:

5

6

3

Annual agreements with fixed prices
(central planning)

7

4

Reduction of tender lead times, reduction
of contract times

8

Product cost reduction

Long-term contracts for the supply of
regularly consumed materials.

New secure storage warehouses

Procurement and reporting automation
rollout, for the purpose of prompt
decision-making
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EMERGENCY PREPAREDNESS

CIVIL DEFENSE AND EMERGENCY
MANAGEMENT

[103-1] [103-2] [103-3]

Udokan Copper makes every effort to be
prepared for civil defense and to comply with
the emergency prevention and control on the
terms set out in the Russian Federation law.

The Company has also laid down a number
of short-term and long-term strategic
priorities aimed at developing an integrated
Civil Defense and Emergency system within
the Company, to fit them into the Company’s
planning and operations.

Civil Defense and Emergency strategic priorities

Long-term

Short-term

◊ To make and apply innovative solutions
and techniques that increase efficiency of
Emergency management

◊ To continuously improve the Civil Defense
and Emergency management system in the
Company

◊ To use new technologies necessary for
the Company’s sustainability, protection
and organization of priority life support for
employees in the event of emergencies and
accidents

◊ To have regular trainings and mock
emergency drills

◊ To boost the safety of potentially hazardous
infrastructure facilities of the Company
◊ To provide the team members with PPE
◊ To create material (food, medical and other)
and financial reserves for response to
natural and man-caused emergencies
◊ To keep the required volumes of energy
reserves, raw materials, components
and items in order to take care of the
uninterrupted operation of the Company’s
facilities and the fastest restoration of their
functions in case of emergency shut-down
◊ To expand and develop the Assistant Mine
Rescue Crew.
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◊ To organize civil defense compulsory
trainings or special courses for relevant
employees at educational institutions and
training centers
◊ To supplement the existing Company’s
Civil Defense and Emergency training aids
supply.

The Company’s CEO is in charge of Civil
Defense and Emergency. In 2020, the
position of HAZOP, Civil Defense and
Emergency specialist was introduced in the
Company. Candidates for such positions
must be coordinated with the higher-level
management body and approved by the CEO.
Emergencies are investigated by the HSE
Directorate together with the departments
concerned. Any emergency is inspected by
a special commission with intent to weigh
up the damage, find out the causes of the
accident occurrence and propagation and
draft preventative measures with reference

to the Russian Federation legislation.
In the reporting period, the Company
continued preparations for improving its Civil
Defense and Emergency management system,
which is planned for 2021. In the reporting
period, the Company continued preparations
for improving its Civil Defense and Emergency
management system, which is planned
for 2021: among other things, specialized
commissions are being founded and individual
specialists responsible for organizing and
coordinating work in this area are being
appointed.

CIVIL DEFENSE AND EMERGENCY
RISK MANAGEMENT
At the current stage of Udokan development,
the main risk is the occurrence of emergency
situations during hot works at production
sites or the occurrence of a natural fire near
the Company’s facilities (‘‘fire risk’’).

The company takes the following measures to
manage this risk:
◊ Control over Fire Regulations
compliance in the hazardous work
environment
◊ Suitable conditions for successful
extinguishing of a fire in emergency
situations (establishment of the fire
protection service)
◊ Fireproof breaks and firebelts at the
facilities of the Company that have a
common border with the forest fund
◊ Fire extinguishing equipment unit for
response to fire hazardous situations
◊ Training of all employees in fire safety
measures
◊ Mock fire training with concerned
services.
69

ACCIDENT MANAGEMENT AND EMERGENCY
RECOVERY PLAN
As stipulated in the Russian Federation
law, the Company has drawn up Accident
management and Emergency recovery
action plans for hazardous production
facilities, as well as fire emergency
response plans, medical evacuation
plans. All plans are compulsorily
reviewed by the Company’s employees
and contractors.
In order to mitigate possible losses
and damage and to reduce the scale
of emergency situations, the Company
applies the following preventive
measures:
◊ Early warning systems for employees in
the facilities and for management bodies
◊ Liability insurance for the operation of
hazardous production facilities
◊ Information sharing on potential natural
and man-made threats, plus practical
training of workers in the field of
emergency protection.
For each separate emergency case, the
Civil Defense and Emergency Headquarters
prepared text messages dedicated to the
specific conditions of an emergency. Text
messages can be announced by loudspeaker
or radio and sent by SMS. Udokan MMP
project design is configured with local
warning systems so that people can be
promptly informed about accidents at
hazardous production facilities.
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CIVIL DEFENSE AND EMERGENCY
TRAINING

The Company also cooperates with
contractors on civil defense and emergency
situations. Therefore, in 2020, together with
representatives of contractors, the following
projects were implemented:

The Company offers civil defence basic
training and HSE orientation for the
employees to get appropriate knowledge
and skills and gain the necessary experience
for personal protection, protection of other
people and Company’s production facilities
safety. The company has prepared dedicated
instructions and guidance materials. The
whole personnel of the Company is trained
in civil defense and emergency situations.

◊ ‘‘Close cooperation and control’’ aimed at
accident prevention, including those of an
emergency nature
◊ Joint investigation of incidents, that also
concerns emergency warning systems.
Also, the key events in the area of Civil
Defense and Emergency in 2020 were
marked by the conclusion of an agreement
for emergency rescue services with
the Federal State Unitary Enterprise
“Mine Rescue Military Brigade” and the
organization of the Assistant Mine Rescue
Crew in the Company.

Civil Defense and Emergency training
is a must have for all Company employees

2021 GOALS
The Company’s development plan contains
the following arrangements to increase
the level of Civil Defense and Emergency
preparedness in 2021:

In 2020, no emergency cases and no
accidents were registered by the Company.

0

To improve the efficiency of education, the
Company uses the “OLIMPOX” training and
monitoring system, which helps to automate
the pre-examination study and knowledge
assessment in the field of OHS.

1

emergency cases or
accidents in 2020

To create permanent Civil Defense and
Emergency commissions: for the prevention
and response to emergency situations and
fire safety, for the evacuation of employees,
for sustaining business continuity in wartime
and peacetime emergencies

6

To execute design documentation for
avalanche fencing

7

To form reliable supply chain in order
the facility could properly operate in the
emergency

2

To introduce the position of Civil Defense and
Emergency problem-solving attorney

8

To implement a medical service in the
Company

3

To come up with training and certification of
Assistant Mine Rescue Crew members on the
basis of the Russian Federation legislation

9

To introduce the position of Radiation Safety
Engineer

4

To establish the fire protection service to
combat natural and man-caused fires

10

To further develop and adjust Civil Defense
and Emergency action plans

5

To make design documentation for antimudflow barriers

11

To localize and inhibit natural focal infectious
diseases, to vaccinate employees.
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COVID-19 PANDEMIC RESPONSE

Company’s expenditure pattern for COVID-19
containment measures, million rubles.

[403-6]

Udokan Copper responded in a timely
and effective manner to the challenges
posed by the COVID-19 pandemic. In the
shortest possible time, all measures
recommended by the Russian Federal State
Agency for Health and Consumer Rights
(Rospotrebnadzor) to prevent the spread of
the virus and quarantine operations were put
into effect.
The most important task for the Company
is to protect the health of its employees.
The company made arrangements for
quarantine observation of workers arriving
at the construction sites of Udokan MMP,
with double PCR testing. So, for a safe
one-step change of shift teams Chita city
hotels became a common place for the staff
gathering with observatory rooms, where
new groups of workers underwent medical
examination within 14 days from the date of
arrival.
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For regular PCR testing, there was a
collaborative engagement with local
laboratories. The first PCR test was carried
out when the employee checked in for
observation, and the second one - two days
before departure to the rotational camp.
After receiving a second negative test result,
the team was taken to the airport by predisinfected buses. The boarding took place
through a green corridor to exclude external
contacts. The groups of workers were taken
to the camp in a consolidated way: by charter
flights so that their contacts with other
people did not happen.

68

million rubles

Item of expenditure

Amount

Quarantine observations

15.3

Air transportation of employees after quarantine

14.7

Transportation of employees after quarantine to the airport

0.2

Airport green corridor

0.7

PCR tests

28.3

Medical laboratory consulting

1.6

Medical facial masks, respirator filters, gloves, antiseptics, disinfectants

2.0

Various specialized equipment (tonometers, thermometers, Electronic system of medical examination)

4.3

Sanitization

1.0

Total:

68.0

have been allocated by the Company for
COVID-19 containment measures

Duly organized quarantine observation of
arriving employees mitigated the import
and spread of COVID-19 on Udokan MMP

construction site, as well as in the settlements
of Kalar municipal district.

The workers were provided with all the
required antiseptic and medical personal
protective equipment, as well as means for
immunological prophylaxis. The Company
stated the safety regulations and brought
in protective and preventive measures,
including for employees of contractors and
visitors. For the epidemic situation prompt
control, weekly headquarters meetings were
organized.

All this mentioned above gave a chance
to prevent the spread of COVID-19 on the
construction site and resulted in steady
operations just as planned by the Company.

In the area of Udokan MMP construction, the Company managed to
avoid a serious spread of the epidemic focus. Cases of the disease were
detected in a timely manner and measures were taken to isolate the
sick.
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Based on the recommendations of the
Russian Federal State Agency for Health
and Consumer Rights part of the Company’s
office staff members switched to work from
home. After the restrictions were lifted, some
team members in Chita city and Chara village
returned to the office mode. Every one or two
weeks, depending on the epidemic situation in
the region, all office workers take laboratory
tests for COVID-19. In addition, testing is
arranged for workers across Kalar municipal
district in any event when the virus is
suspected, and test samples are sent to Chita
city laboratories. Moscow office employees
continue to work remotely. There’s distance
communication and electronic document
management for effective work.

Udokan Copper also extensively contributed
to the region in the fight against COVID-19
- for example, assisted the Kalar Central
District Hospital in the urgent purchase
of necessary medicines and developed an
infrastructure to help patients. This allowed
to promptly put in place the treatment of the
local population45. In total, 327.5 million rubles
were allocated to support the region.

327.5

million rubles

were allocated to support the region in
COVID-19 containment

Company contribution to the region in the fight
against COVID-19, million rubles

Supporting measures
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Amount

Equipment and supplies for the Kalar CDH

5.0

Charity program to help regions of Far Eastern Federal District to prevent and cope with the spread of COVID-19

50.0

Construction of the infectious disease ward for the Kalar CDH with a laboratory and housing for health
professionals

35.0

Measures against the spread of COVID-19 in Kalar municipal district

216.0

Support for arranging a quarantine observation facility in Chita city

1.5

Funds for the purchase of medicines for the needs of the Kalar CDH

20.0

Total:

327.5

45

For more details see also Local community relations.
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HR Directorate organization chart46
CEO

HR MANAGEMENT

Organisational Development
and HR Director
(head of HR Directorate)
(H

Head of HR
Department

HR MANAGEMENT SYSTEM

Deputy HR
Director

Head of HR Projects

[102-41] [201-3]

Udokan is an unprecedented project in terms
of its scale and complexity, no stage of which
is possible without the involvement of highly
qualified specialists - from the start of the
deposit exploitation, construction of the plant
and its commissioning to further operating and
mining. Employees are the main asset and value
of the Company.

Udokan Copper takes a responsible approach
to HR management, including selection,
recruiting, development of people, as well as
creating favorable conditions for the quality
performance of their professional duties.

HR MANAGEMENT APPROACH
HR management in the Company is carried
out by the HR Directorate, which includes:
Department of Performance Standards
and Remuneration, HR Department,
HR Operational Team and Business
Administration.
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The HR Directorate deals, among other
things, with recruitment, adaptation, training
and development, motivation, calculations
and HR records keeping.

Due to the project transition from the
planning stage to active construction in
2020, the structure and location of the HR
block were transformed: the shift of the
operational functions of the HR Directorate
closer to the production sites continued.
The Company started to introduce an HR
service center directly in Chara city, where
the HR operational function was established.
It comprises the Deputy HR Director, who
coordinates HR activities on the site, and a
recruiter, who is in close contact with the
main internal recruiting customers - the
Construction and Operations Directorates.

Head of Business
Administration

Head of Remuneration and
Organisational Design

rules. Furthermore, the team has the HR
manager, who is responsible for cooperation
with fly-in fly-out groups. To synchronize HR
support with the schedule of these groups,
the entire HR Operational Team works on a
FIFO (Fly-in Fly-out) basis. This solution gave
an option to increase the efficiency and speed
of collaboration between FIFO employees and
managers.
Because of the intensive hiring, the team of
recruiters in the Chita city office has grown to
five specialists, and the calculation group now
includes two experts.

There is also an Onboarding manager directly
on the site, who makes available the fastest
possible adaptation of a new employee to
the Company’s business - the manager
gives advice on the current technological
processes, instructions, regulations and
46

The diagram shows the top management of the Directorate. This structural unit has been introduced since 1 January 2021.
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Mobile corporate portal and other
digital solutions

MAIN AREAS OF WORK
General HR management is fulfilled under
the authority of the HR Management
Action Plan and the Performance
Standards and Remuneration Action Plan.
In 2020, the Directorate continued to work
in the following priority areas:
◊ Automation of the document
management system in the field of
performance standards and remuneration
and HR records keeping

In the process of aligning all production
cycles taking place on different sites of the
project, the Company has framed individual
work schedules for employees in compliance
with the balance of working time. These
schedules were digitized and entered into
the corporate IT system on the 1C platform.
This opened the way to being as transparent
as possible, and people were able to plan
their FIFO schedule for the year ahead.

◊ Staffing and labor forces recruitment
◊ Improvement of the in-house regulations
that govern work arrangements

To improve the efficiency of remote
communication along with the constant
Company’s staff expansion, Udokan Copper
has introduced a digital HR platform based
on “E-QUEO”, an independent software
solution for personnel training. The mobile
portal will work as an application on an
employee’s mobile device and will let the
staff at distant sites stay in contact with an
HR specialist. During the reporting period,
the portal was being developed; its launch is
scheduled for 2021.
HR electronic document management
systems and various electronic assistants
(chatbots) have been started in test mode.

◊ Training and development
◊ Interaction with educational institutions

In the nearest future, the Company will
adopt the ticket booking app for the team
and rotation workers to purchase tickets
automatically. The staff member will be
able to book a ticket through the application,
the Company will accept it, as agreed by
the FIFO schedule and the ticket cost set
limits, and will buy out this ticket from the
transport company. The idea is to simplify
and streamline this process for the team
members so that they can concentrate on
work subjects. This program will reduce the
workload on HR professionals and increase
employee engagement.

◊ Synergy with employment services.
Mobile corporate portal main functions

Every employee has an individual balanced work schedule
Intelligent scheduling improved the workflow planning option

Tasks

Programs

News

Education

Communications

Media

Events

The Company puts in place the concept of
the shortest contact between employees
and their managers. This is facilitated by
the face-to-face meetings of managers and
subordinates, regular panel discussions,

as well as daily conference calls with the
operational team, five-minute sessions of
workers with their leaders. In 2020, in order
to minimize personal contacts, most of the
teamwork was carried out online.

Library

My Results
My success story
Questionnaires
and Tests

Analysis
and Control

Motivation
Bonus club

My Team
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HR POLICY
At the production sites, there are boxes
for collecting opinions and suggestions
and personal requests from employees.
Anonymous requests can be put directly
into the box. As the construction cycle is
quite specific, the Company does not use
the classic electronic helpline service. When

moving to the production stage, the Mobile
corporate portal will be launched with the
function of discussing current production
issues.

[102-7] [102-8] [401-1] [401-2] [405-1]

According to the Corporate Code of Ethics,
the main principles of close cooperation
inside the Company are as follows:

Focus on dynamic recruitment

Continuity, duration

Mutual trust

Respect

Strict fulfillment of obligations

Respect for individual liberty, human
rights and dignity

Non-discrimination on gender,
political views, religion, nationality
in recruitment, remuneration, in
professional and career development

BASIC DOCUMENTS
Basic HR management documents are
the following:
◊ Payroll
◊ Internal labor regulations
◊ Remuneration, bonus, additional
guarantees and compensation policy

[102-41] [201-3]

At the moment, the Company does not have
a valid collective labour agreement, and
there are no separate pension plans, except
for the mandatory ones as authorized under
the Russian Federation law.

◊ Departmental regulations
◊ Job descriptions.
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The Company takes care of its employees, provides them
with career opportunities, a competitive social package and
remuneration.
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HR ORGANIZATION STRUCTURE

Headcount

Construction and operations teams, are the most focused
assets in the Company as regards recruitment and training
Following the active construction and the
upcoming launch of a large high-tech
production, the Company will actively recruit
new employees over the next five years. The
HR structure will dynamically change arising
from the needs of manufacture and the
current enterprise development stage.
For 2020, the erection of the plant and
preparations for its further operation
were the most relevant. Accordingly, the
construction team, which manages the plant
erection, and the operational team, which
will launch its functions in the future, have
become the two main focus areas of hiring
and training. Priority has been given to the
selection of workers with a high level of
expertise and specialized education, as well
as experience in similar projects.
So far, to manage an effective transition
towards commissioning, recruitment of
specialists for an operating pilot plant is
being carried out with mandatory corporate
advanced training courses.

By the end of 2020, the total number
of employees of the Company was 803
people, the annual growth of corporate staff
amounted to 29%. This fact is connected with
dynamic recruitment for putting into action
a large-scale construction program. The
key growth factor was the expansion of the
Construction and Operating Directorates.
In view of the current project development
stage (Udokan MMP facilities construction
and infrastructure arrangements), the
Company also engages contractors.
Employees of contractors perform most
of the work out of the whole scope at this
very period and are mainly involved in
construction and installation. The total
number of contractors employed with the
project at the end of 2020 corresponded to
2,377 people.

2019

621

2020

803

2020/
2019

[102-7] [102-8]

the total amount of
employees in the Company

+29%

Open-ended labour contracts, personnel
breakdown by sex, number of people

Male
Female

2019

143

420

2020

182

537

Fixed-term labour contracts, personnel
breakdown by sex, number of people

563

Male

2019
2020

2

719

3

4
8

2019

Male

Part-time labour contracts, personnel
breakdown by sex, number of people

Female

82

803
people

HR structure, number of people

Female

2020

16
28

42

58

56

84

Full-time labour contracts, personnel
breakdown by sex, number of people

6

Male

11

Female

2019
2020

157
207

458

615

585

792
83

Personnel breakdown by age and sex, number of people
[405-1]

Before 30 years
2019

2020

30-50 years
2019

Over 50 years

2020

2019

Total number of employees

2020

2019

2020

Senior management (Managers, specialists, clerks)
Total number of senior
management employees
(Managers, specialists,
clerks) whereas:

37

50

268

393

48

67

353

510

women

17

27

90

132

16

22

123

181

men

20

23

178

261

32

45

230

329

managers

4

9

124

167

23

34

151

210

women

0

2

29

40

4

5

33

47

men

4

7

95

127

19

29

118

163

specialist

27

35

142

220

22

30

191

285

women

11

19

59

86

11

16

81

121

men

16

16

83

134

11

14

110

clerks

6

6

2

6

3

3

women

6

6

2

6

1

men

0

0

0

0

with experts from the local community who
have a broad understanding of the business
climate in the region. A slight decrease in
the number of managers employed in 2020
is associated with an objective lessening of
the need for senior executives, which was
relevant at earlier stages of the project.

New employees breakdown by age and by sex,
number of people
[401-1]
Before 30 years

30-50 years

Over 50 years

2019

2020

2019

2020

2019

2020

Total number,
whereas:

77

60

346

321

57

41

164

women

25

28

77

93

12

11

11

15

men

52

32

269

228

45

30

1

9

13

2

2

2

2

Workers
Total number of workers,
whereas:

48

47

165

197

55

49

268

293

women

11

10

15

15

10

4

36

29

men

37

37

150

182

45

45

232

264

Total

84

Udokan Copper does not provide special
preferences for candidates living in the
Russian Federation to fill the leadership
positions. When building a team, the
Company primarily evaluates the
professional qualities of applicants such
as high competencies and management
experience in similar projects. At the same
time, the Company is always happy to work

Total number of
employees, whereas:

85

97

433

590

103

116

621

803

women

28

37

105

147

26

26

159

210

men

57

60

328

443

77

90

462

593

Fired employees breakdown by age and by sex,
number of people
Before 30 years

30-50 years

Over 50 years

2019

2020

2019

2020

2019

2020

Total number,
whereas:

27

33

118

168

26

39

women

11

13

33

56

6

12

men

16

20

85

112

20

27

85

Personnel turnover rate in 2020 was 23.9%.
This indicator is largely related to the
distinctive features of the current project
stage (construction of the plant and the need
to hire people for certain types of urgent
work), as well as the FIFO work basis.

FIFO rotations and the COVID-19 pandemic
gave no option to involve students in work
experience internship in 2020. In 2021 the
Company anticipates resuming the program
of industrial internship for residents of
Zabaikalye Region and the city of Chara.

The Company is attentive to turnover rates
and seeks to clarify the reasons for each
termination of employment if they are
not connected to a planned termination.
Comments of some employees on
dissatisfaction with working conditions,
headhunting by competing industries, the
increased dynamics of resignations within
specific positions - all these factors are
taken into account and analyzed by the HR
team with subsequent conclusions and
recommendations for improvement.

The Company hires people with disabilities.
Basically, they are employed in the Chita and
Moscow offices, since the high mountain
climate, underdeveloped infrastructure, hard
working conditions, and isolated locations
do not allow for a decent work environment
for people with disabilities on the main
production site.

Personnel turnover rate, %
29.3

23.9
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2019

Benefits for employees
[401-2]

Udokan Copper provides employees with
a standard set of benefits associated with
rotational work. The social package includes:
◊ Voluntary health insurance program
(hereinafter referred to as VHI)
◊ Compensation for travel to rotation camp
from the office
◊ Free accomodation
◊ Free 3-time meals
◊ Rotational allowance.

100%

For those people who move from other
regions to Chita city or Chara city, there’s a
relocation package (to reimburse travelling
expenses and baggage transportation of
employees and their family members, to
settle monthly compensation for rental
housing), and covering of mobile phone
expenses.
On top of that, the Company gives an
opportunity for training, development,
education, and occupational study at the
expense of the employer. Corporate mobile
costs are fully compensated. Employees can
go in for sports at the Company’s expense.
There is a VHI program for all employees
working on a full-time basis (for 792
members of the staff).

of full-time employees have voluntary
health insurance

2020
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TRAINING AND DEVELOPMENT
AND CORPORATE MOTIVATION
[404-2]

Training on the requirements of supervisory or regulatory
authorities is mandatory for all employees
Training for employees is in demand
owing to the settled priorities of Udokan
Copper strategic development goals and
the operational needs of the functional
managers. In 2020, there were two aspects
that laid behind corporate educational
programs: the active construction of

production infrastructure in severe
mountain conditions and the preparation of
maintenance services for the transition to
day-to-day operations.

Advanced training courses have been prepared
for the engineering and technical staff
The Company conducts mandatory training
for all employees on the requirements
of supervisory or regulatory authorities.
Certificates and permits are also obligatory
- without them it is impossible to handle the
main operations. Over and above specialized
advanced training courses for engineering
and technical staff have been developed.
For senior executives there are strategic
sessions and conferences.

As a separate autonomous educational
program, the Company has designed
practical training courses in the field
of new Udokan MMP equipment safe
operations and the assimilation of patented
unique technology for Udokan deposit ore
processing. The launch of these trainings
will be synchronized with the start of
commissioning at production facilities.

[404-2]

To scale up training programs in sync with
the increase in the number of qualified
employees at the operational stage, in 2021
it is planned to introduce an independent
educational platform on the basis of the
future mobile corporate portal.
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This will enhance the effectiveness of
online training and will stipulate for more
educational trajectories to involve all staff
members in the self-development process.
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REMUNERATION SYSTEM

Mentorship
In 2020, the Company began to work out
advanced training techniques for specialists and
managers with the help of mentoring tools. This
project is focused on elaboration of a unique

knowledge and expertise base of Udokan
Copper employees.

The Company intends to start
Mentorship in 2021

A register of mentors will
be proposed from among
experienced and accurate
employees as regards
compliance with safety
measures.

standards in payment of wages and provides
equal opportunities for everyone. Possible
differences in base salary and rewards for
the team correspond to the functionality of
specific positions.

Udokan Copper is guided by the principles of
fair compensation. This is confirmed by the
competitiveness of remuneration, the level
of which is higher than the average across
the regions of the Company’s presence.
The salary does not depend on the gender
and age of the employee. The Company
strives to comply with gender equality

Standard entry salary, rubles

Mentorship will be divided into several
stages.

1.

[202-1] [405-2]

2.

Mentors will take care
of the person who needs
their practical experience
to be shared quickly.
As a rule, this is a new
employee, a team member
filling in a new position or
an employee undergoing
cross-training.

3.

The mentor, leader and
employee will jointly develop
an individual adaptation plan,
by agreement with which the
mentor will consult in the
future. In case the adaptation
period is completed
successfully, the mentor will
receive a bonus for his work.

[202-1]

38,992

38,698

27,324

27,324

Men
Woman

14,664

15,769

Minimum wage in the Russian Federation

2019

2020

The entry-level salary in the Company is more than 2.4 times higher
than the minimum wage rate in the Russian Federation.
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The ratio of the standard entry-level
salary for the Company employees to the
established minimum wage in the Russian
Federation was 245% for women and 247%
for men (186% in 2019). (When calculating,
the Russian Federation minimum wage
was taken into account with the regional
coefficient of 1.3.)
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Quality and zero accident rate premium
In Udokan Copper, there is a premium for
quality operations and zero accident rate
in the amount of 15% of the official salary
(compensation rate) of employees. Payment
rules are established by the internal regulations
of the Company.
When paying out the premium, among other
things the following aspects are considered:
◊ Fulfillment of job duties as specified by the
quality standards pursuant to the requirements
of the law and in-house norms

◊ Compliance with the occupational health and
safety and fire protection
◊ Compliance with the internal labor regulations
and the Company’s by-laws
◊ Careful attitude towards the property and
safekeeping of assigned material assets
◊ Uninterrupted operation within the area of
responsibility and timely measures to promptly
eliminate the failures that have arisen.

2021 GOALS
The following steps of HR function development are anticipated
for 2021 as agreed by the HR Directorate:
1

To get ready with HR processes for Udokan
MMP transition to the operational stage

4

To make existing HR processes digital,
including the launch of the mobile
corporate portal

2

To staff the construction and operating
directorates for the successful completion
of the appropriate project stages

5

To embed items of the very latest corporate
culture, including value model and an
advanced level of employee commitment.

3
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To put together internal HR regulations
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OCCUPATIONAL
HEALTH AND
SAFETY
OCCUPATIONAL HEALTH AND SAFETY
APPROACH
[103-2] [103-3] [403-1] [403-2] [403-4] [403-7]

Occupational health and safety of employees
is one of Udokan Copper priorities.
Compliance with the occupational health
and safety requirements and regulations,
industrial safety as well as health care is

an important part of Udokan development
program and the background for the
Company’s business.

OCCUPATIONAL HEALTH AND SAFETY
MANAGEMENT SYSTEM

All employees of all contractors must comply
with Udokan Copper OHS standards

Working with contractors

All employees of contractors must comply
with Udokan Copper OHS standards. All
Company divisions, including departments
that closely collaborate with contractors
and suppliers, put their efforts towards
creating a safety culture and developing on
the grounds of the concept of continuous
improvement (identification and correction
of defects, systematic approach). All inhouse regulations that are being defined by
Udokan Copper are sent to contractors for
review and further application. To control
the way Udokan Copper standards are being
met, the HSE Directorate conducts weekly
inspections.
In case of serious or repeated OHS violations
on the part of contractors and suppliers, as
well as violations that have not been duly
rectified as prescribed by the order, claimsrelated work is handled with fine sanctions.
In 2020, no cases of business relationship
termination were recorded because there
were no significant violations entailing the
dissolution of contracts.

For the purpose of injury risk reduction
among employees of contractors, there
are newsletters, weekly meetings with
the top management of contractors (every
Friday) and with their OHS specialists (every
Wednesday), all chaired by the CEO or the
HSE Director of Udokan Copper. Due to the
epidemic situation caused by COVID-19,
meetings have been held online since March
2020.
In order the Company could monitor and
timely respond to the incidents, contractors
have to provide daily data on accident
frequency rate, injuries, the number of
team members, and COVID-19 cases to the
experts of the Analytics, methodology and
statistics department. Based on these data,
there’s a day-to-day statistical report that
reflects the current OHS situation on Udokan
MMP construction site.

[403-1] [403-7]

The occupational health and safety
management system (hereinafter referred
to as the OHS MS) in the Company enshrines
the OHS procedures and methods of their
execution and control. The system operates
throughout the whole Company and is
applicable to all employees in the entire
territory, in all buildings and structures.
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It covers all types of operations done by
workers of the Company’s structural
divisions, plus any activities of people
who have access to workplaces on the
territory of the Company (contractors and
subcontractors, visitors, student interns and
others).
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OHS MS structure

OHS MS organization chart

The organizational structure of the OHS MS encompasses all management levels of the Company - from
senior management (CEO) to shop floor employees or field workers.
CEO

Deputy CEO - COO

Deputy CEO for Procurement
and Commerce

Director for Economics,
Financial Planning and
Reporting

OHS MS CEO functional responsibilities
include the following powers:

◊ To appoint OHS MS representatives of
the Company’s top management

◊ To introduce OHS MS corporate goals

◊ To indicate functions and responsibilities
and to delegate the rights to employees
depending on their operations within
OHS MS and according to the current
organizational structure of the Company

◊ To provide resources required for
specification, adaptation, support and
improvement of OHS MS

◊ To approve main OHS MS documents.
HSE Director

Technical Director

Production Director
[403-2]

SD of HSE Directorate

Heads of Production SD47

Employees
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47

SD - Structural Division

In the Company’s organization chart
there is the HSE Directorate with direct
subordination to the Deputy CEO - the
Chief Operating Officer. In 2020, the HSE
Directorate was internally reorganized to
streamline and improve control, preventive
and methodological work. Particularly, the
functions of the Analytics,methodology and
statistics department were singled out as
stand alone activities, and the number of
training and development specialists inside
HSE service was increased.
HSE Directorate tasks are the following:
◊ Development and execution of a general
methodology for unified integrated
management system of health and
safety environment and sustainable
development

◊ Creating the necessary conditions to
achieve the Company’s strategic goals
to improve the occupational safety for
employees, to have zero accident rate
on sites, and to mitigate the negative
environmental impact of production
activities
◊ Determination of measures to advance
the efficiency of the functional units
◊ Managerial decision-making and control
of its rollout
◊ Investigation and analysis of incidents
in order to make adjustments and to
prevent failures.
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Consulting and information delivery on
occupational health

OHS MS BASIC DOCUMENTS
Main OHS MS internal Regulations
authorized in the Company are as follows48:
◊ HSE, HAZOP, Environmental and Fire
Safety Standards for Contractors49;

Key Occupational Safety Rules were
confirmed after the analysis of fatal accidents
that have occurred in the mining industry over

◊ OHS Policy;
◊ Emergency medical response plan;
◊ Key Occupational Safety Rules50.

the past ten years. The Rules include clear
terms that are mandatory for the fulfillment
of any work in the Company.

[403-4]

[403-2]

For information sharing with employees
about significant changes in the occupational
health system or about incidents at
production facilities, the Company has
information stands in public places, and
regular email newsletters.

Along with that, current amendments to
the OHS requirements are brought to the
attention of employees at every shift when job
cards are being handed out. In an attempt to
upgrade the level of knowledge, on a weekly
basis, specialists of the OHS and Injury
Prevention Service conduct training on OHS
procedures for the Company’s employees.
Operational data on incidents during Udokan
MMP construction are made known to the
management team and staff members on a
daily basis.

OHS PROGRAM
[103-2] [103-3]

The Company has a Production Program
that includes collective and individual key
performance indicators (hereinafter referred
to as KPIs) applicable to HSE for 2020. In
the reporting period, with respect to the
Production Program, HSE operation plan
was made on a monthly basis. Then at the
end of the month, the CEO received a report
on Production Program embodiment for
consideration and approval. At the year-end,
the HSE Directorate drafted a report on the
Program’s functional KPIs achievement.

One of the Production Program priorities
was the prevention of fatal accidents
associated with operations and construction.
Accordingly, the following documents were
drawn up during the reporting period:
◊ OHS Management System Policy
◊ Proactive and retrospective indicators,
HSE Management System performance
evaluation
◊ Dynamic Risk Assessment Procedure
and Cooperation and Control Procedure
(for prompt OHS risk assessment)
◊ Regulation on internal investigation and
record keeping of injuries and industrial
accidents.
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48
49
50

See the full list of Regulations on the Company’s website: https://www.bgk-udokan.ru/sustainability/safety/ (available in Russian only).
Approved in 2021.
Approved in 2021.
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PREVENTION OF INDUSTRIAL INJURIES
AND OCCUPATIONAL DISEASES
[403-2] [403-5] [403-6] [403-7] [403-9]

The constant focus of the Company on
occupational health means the zero rate
of fatal accidents on production sites both
among Udokan Copper employees and

contractors or subcontractors. This objective
is designated in the corporate KPIs.

◊ The victim, participant or witness is obliged to immediately inform the dispatcher
or the line manager about each incident at work
◊ The line manager or the supervisor should organize the first aid to the victim, call
for the paramedic on duty to come to the accident scene, take urgent measures to
prevent the development of an emergency
◊ A specialists of the OHS and Injury Prevention Service starts the investigation
procedure.

The goal is the reduction of injury rate which means zero fatal
accidents or heavy injuries
[403-2]

Employees of Udokan Copper are to inform
their managers about industrial hazards.
Managers shall provide this information in
reports at meetings. Reports on the number
of emergencies with temporary loss of

The Company’s rules and procedures in case of emergency are the following52:

capacity to labour and fatalities, whether they
are related to Company’s operations or not,
shall be prepared on a monthly basis and sent
to the Management Control Directorate

Based the current OHS rules in the Company, an employee has the rights as follows:
◊ To have a workplace that meets the requirements of occupational health
◊ To receive a complete information from the foreman or the mechanic about the
scope and nature of the work performed, information about safety measures
◊ To refuse to execute operations in case of a danger to life and health due to the
nonconforming workplace conditions with the OHS requirements.
To keep records of the real-time environment at the workplace when shift tasks are
assigned the attention is paid to the following51:

Emergencies are classified into four levels depending on the severity of their
consequences. Each level has its own investigation procedure, which includes the
mandatory steps as follows:
◊ Creation of a committee to investigate the incident
◊ Investigation and research as dictated by the Regulation procedures53
◊ Registration of the internal investigation results
◊ A close-out report in order to prevent similar accidents in the future.

Criteria to designate the emergency level for further investigation54

I level

II level

◊ Severe accident55

◊ Minor accident56

◊ Fatal accident
◊ Group accident

◊ It is prohibited to issue a work order if the workplace does not comply with the
safety requirements

III level

IV level

◊ Emergency breakdown

◊ Micro-trauma

◊ One-off job takes place after a targeted briefing on the safe working practicies

◊ Incident

◊ Potentially dangerous incident

◊ A foreman, mechanic or other line manager after shift handover inspects the
workplace and, when assigning tasks to the team, determines specific measures
for the attention of the workers to ensure the safe working practicies.
For more details see the Regulation on the internal investigation and record- keeping of injuries and industrial accidents, Cl.5.1
Russian version of the document can be found on the Company’s website: https://www.bgk-udokan.ru/sustainability/safety/.
53
For more details see the Regulation on the internal investigation and record- keeping of injuries and industrial accidents. Russian
version of the document can be found on the Company’s website: https://www.bgk-udokan.ru/sustainability/safety/.
54
See Cl.5.2 of the Regulation on the internal investigation and record- keeping of injuries and industrial accidents. Russian version of the
document can be found on the Company’s website: https://www.bgk-udokan.ru/sustainability/safety/.
55
The severity is to be determined by the medical institution.
56
The severity is to be determined by the medical institution.
52
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51

Work Order System Policy
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APPROACH TO MITIGATE INCIDENTS

Mobile application for C&C and DRA

[103-2] [103-3] [403-2] [403-3] [403-5]

To mitigate incidents the Company has
adopted the strategy for responding to the
most probable OHS risks.
In 2020, in order to reduce injuries and
improve the safety culture of employees,
the procedures “Cooperation and Control”
(hereinafter - C&C) and “Dynamic Risk
Assessment” (hereinafter - DRA) were
introduced. C&C standards determine how
to observe the actions of employees during
assignment execution and how to examine
their workplaces. This procedure is aimed
at encouraging the safe acts of workers or
the timely correction of mistakes in their
activities. DRA instructions include the
assessment of the changing conditions

by personnel at their work stations, the
identification of inconsistencies with labor
safety requirements and prompt elimination
of such non-compliance or application of
measures to mitigate existing risks.
Both procedures open the way to a
safe environment and actions with the
participation of employees at all levels.
They also help to improve the culture of
occupational safety in the Company. C&C
and DRA apply to contractors as well.

In 2021, the Company plans to fit a mobile
app to automate C&C and DRA processes
and fully and timely notify all related parties
about significant violations or incidents.

The application will make it possible to
have real-time analysis for the purpose of
remedial actions at various management
levels. The app will be available for all
employees.

[403-5]

All employees are trained in five OHS
areas:

Training and certification are fulfilled
automatically via an online system.

◊ Occupational health

The Company has developed a program to
motivate employees to form safe working
conditions. In order to get that done, the OHS
KPIs are integrated into the Regulations on
bonuses. Individual performance indicators
of employees contain, among other things,
accountability for OHS requirements violation,
according to which a decision on bonus award
is made every month.

◊ Health care
◊ Industrial safety
◊ Road safety
◊ Fire safety
◊ Environmental protection.
Specific training programs depend on the
professions, positions and types of work
performed.
Accidents among employees, number of people
[403-9]
Total number of recorded
injuries on the shop floor57

9
4

Number of accident victims
(mild and severe injuries)

57

2019
2020

5
1
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2020

5
1

Total number of accidents on
the shop floor

2019

Number of non-disability
injuries with health care delivery
(micro-traumas)

Number of injuries with
temporary loss of capacity to
labour as a result of accidents
on the shop floor during work
performance

4
3

2019
2020

5
1

2019
2020

2019
2020

Of these, in 2019: fatal accidents - 0; group accidents - 0. In 2020: fatal accidents - 0; group accidents - 0.

103

In 2020, the Company recorded one health
and safety accident (non-fatal). After the
root cause analysis of the incident, the
instructions for working with tools and
equipment have been amended accordingly.
For preventing similar cases, an automated

EMPLOYEE HEALTH AND PREVENTION OF OCCUPATIONAL
DISEASES

system will be implemented to eliminate
the need for manual maintenance of the
mechanism.

Accidents among contractors, number of people

Overall fatal injury rate58

Total number of recorded
injuries on the shop floor

0

2019

0

2020

6

Number of accident victims
(mild and severe injuries)

6

2019
2020

2019

7

0

58

2020

Number of non-disability
injuries with health care delivery
(micro-traumas)

Number of injuries with
temporary loss of capacity to
labour as a result of accidents
on the shop floor during work
performance

0

2020
2019

16
6
7

fatal accidents among Company
employees and contractors

In 2020, contractors recorded seven
industrial accidents (the severity of injuries
was mild and severe). Contractors carried
out investigations and found out the
core reasons for the accidents: poor and
inappropriate organization or up-keep
of workplaces, gaps in training on safe
operations and working practices, disruption
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2019

7

23
Total number of accidents on
the shop floor

6

2020

2019
2020

[403-6]

[403-3] [403-7]

The Company takes measures to prevent
occupational diseases among employees.
Prevention involves working with the root
causes of occupational diseases, such as:
poor work stations, machinery, equipment
and processes, PPE defects, non-compliance
with executive documents regulating work
safety. In 2020, health care of employees and
COVID-19 pandemic preventive care became
the most urgent.

Additionally, the Company has screening
and regular medical check-ups for all
categories of full-time and part-time
team members, as well as for workers of
contractors. In 2020 at the construction
site of the plant, the Company arranged a
medical center (International SOS) where
medical services are provided by qualified
doctors and paramedics 24/7. The work of the
International SOS medical center meets all
the requirements of the Russian Federation
law.

Preventive work is to create safe working
conditions and to avoid emergencies.
C&C and DRA Procedures, mentioned
above, were also established for these very
purposes. They cover monitoring of the
working environment, compliance with
process design packages, assessment of
workplaces including their preparedness
and safety and labour conditions by
employees.

The Company performs certification of work
places. 203 workstations were certified in
2019, 318 workplaces - in 2020. In 2020
special assessment of working conditions
was provided for all newly created jobs.
By the end of the year, the certification
was completed for 115 jobs created on the
Udokan MMP site. The assessment will also
be done at the next construction stages as the
facilities are being commissioned.

PPE FOR EMPLOYEES
of the process flow, work of an employee
outside their expertise, violation of sanitation
and housekeeping support, personal
negligence of the victim, non-compliance to
use PPE or collective protective equipment.
In the course of investigations, measures
were taken to exclude the repetition of such
accidents in the future.

Of these, in 2019: fatal accidents - 0; group accidents - 0. In 2020: fatal accidents - 0; group accidents - 0.

Total costs for the purchase of PPE in 2020
were 18.8 million rubles.
The technical requirements for PPE are
quarterly reviewed based on the acceptance
test results of the supplied items and
employee surveys. The catalog of PPE

requirements is also regularly updated. In
addition, the Company organizes pilot testing
of PPE samples, amends and supplements
the allowance rules.
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To provide employees with PPE in 2020, the Company supplied the following items:
◊ Protective clothing: 9,116 sets (including
summer and insulated suits against general
industrial soiling, summer and insulated
welder suits, arc flash suits, T-shirts,
waterproof raincoats, underwear)

◊ Gloves and mittens: 12,320 pairs

◊ Protective footwear: 2,032 pairs (boots, low
shoes, high boots, shoes)

◊ Eye ptotection: 3,692 pcs.

◊ Respiratory PPE: 3,000 pcs.
◊ Individual safety helmets: 1,798 pcs.
◊ Fall arrest equipment: 40 pcs.

◊ Washing agents and detergents: 8,000 pcs.
(soap, cleansing paste, protective creams)

2021 GOALS
2021 OHS corporate goals are the following:

1

2

3

4
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To run mobile application for C&C and
DRA digital procedures
To integrate into the existing HSE
management system the digital modules
such as: planning and control of the PPE
availability, HSE training, record keeping
for fire-extinguishing appliances, HSE
reports, risk assessment

In the long term perspective, the Company
tries to enable a safety culture sized up
by The Bradley Curve and to conduct
certification of workplaces and occupational
safety in conformity with ISO 45001.
Certification is planned for the end of
2022 - beginning of 2023.

To arrange in-house Medical service

To organize the function of Radiation
Safety Engineer and HAZOP, Civil
Defence and Emergency specialist

107

ENVIRONMENTAL
RESPONSIBILITY
At this stage of Udokan project development,
the Company does not have any operating
activities.
However, environmental responsibility
questions are of significant importance for
the Company already at the preliminary
phase.
Compliance with high standards of
environmental protection is confirmed in
the Corporate Code of Ethics. As regards

the document, the Company in its daily
business gives priority to meeting the
requirements of the Russian Federation
law and appropriate international legal acts
on environmental safety. More than that,
Udokan Сopper undertakes supplemental
liabilities to continuously improve its
technological cycle towards considerate
use of natural and energy resources, waste
reduction and elimination of emissions into
the atmosphere.

Fundamentals of the Company’s environmental
responsibility
Compliance with the requirements of the
Russian Federation law and international
legal acts

Improvement of employees’ environmental
knowledge and the availability of
information on the Company’s ecological
operations

Respect for the interests and rights of
indigenous ethnic groups, including the
right for a traditional lifestyle and the right
to preserve primordial living
Various measures to eliminate and
mitigate potential negative impacts on the
environment, conservation of climate and
natural biodiversity
Considerate use of natural and energy
resources, appropriate waste management
and proper handling of hazardous materials

108

After putting into operation Udokan MMP
will apply best available technologies
(hereinafter reffered to as - BAT) with the
minimum environmental impact. Some of
them are specified below:

◊ Reduction of emissions from drill and
blast activities:
• Equipment of drilling units with dust
suppression and dust collection medium
• Use of water stemming in blast holes

◊ Emission abatement during storage,
handling and transportation of raw
materials:
• Less transshipment points when using open
belt-type conveyors

• Irrigation of the zone of the dust fall from
the dust and gas cloud.

• Lean storage, cargo operations and
transportation of raw materials, for the
purpose of dust emission reduction.

◊ Irrigation of dust-forming surfaces:

◊ Mitigation and prevention of air
pollution with solid dust particles,
suspended substances:

• Dust suppression with water, using
flushing machines, watering devices,
sprayers.

◊ Cutting down on water intake from
natural sources

Also, the process flows of the future plant
will comprise the most efficient schemes
for the use of resources and energy. The
Company has the opportunity to select
equipment with the highest environmental
compatibility and become a role-model of
the best available technologies applied in the
mining and metallurgical industry. Under

• Utilization of filter cloth so that small and
ultrafine particles can be removed.
◊ Implementation of recycled water
supply systems

these circumstances, Udokan MMP already
at the design and construction stage has
major advantages regarding environmental
performance among other operating mining
and metallurgical enterprises in the region.
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ENVIRONMENTAL MANAGEMENT
To improve environmental management the
Company plans to arrange an Environmental
and Radiation Safety Service inside the HSE
Directorate59.

In the Company, the environmental
protection (hereinafter referred to as EP)
management is controlled at all decisionmaking levels - from the CEO to shop floor
employees or field workers.

Environmental management organization
chart
CEO

KEY ISSUES OF ENVIRONMENTAL
RESPONSIBILITY AT THE CURRENT STAGE
Taking into consideration the specific nature
of the current construction stage, in 2020
Udokan Copper did not release a lot into the
air, didn’t intake water or discharge process
water, and didn’t produce any negative
environmental impacts. At the same time,
during the deposit full-scale commercial
operation, preserving environmental
neutrality will become crucial.
Udokan Copper builds up environmental
management in five main areas:

Deputy CEO - COO

◊ Waste management licenses and all
necessary permits for wastewater
discharge and for the other types of
pollution

HSE Directorate
EP and Resource Management
Department

◊ Ecosystems assessment and measures
to compensate for damage to biological
resources around Udokan deposit

Deputy Head of EP and Resource Management
Department

◊ Development and updates of internal
HSE regulations.
Environmental Engineer

◊ Control over compliance with
environmental requirements and
standards at construction sites and
production facilities

Heads of structural divisions

◊ Monitoring of approved admissible
concentration limits of air and water
pollution

Employees
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A separate service of radiation safety was highlighted pursuant to the state sanitary regulations and standards when working with ionizing
radiation sources. The Company intends to measure the level of liquids and use densimeters on the process plant sites.

59

BASIC DOCUMENTS

EP and Resource Management Department
functions
Mitigation or elimination of negative
environmental impacts by remedial
measures and design solutions:

Compliance of design, working and
technical documentation with the
environmental requirements of the Russian
Federation law:

◊ To develop mandatory in-house
environmental regulations for the current
stage of the project cycle

◊ To shape norms and control over their
execution in order to offer full compliance
of project documentation on environmental
safety both with legislative and industry
requirements of the Russian Federation, and
in-house regulations of the Company

◊ To assess risks and mitigate negative
environmental impacts
◊ To coordinate the Company’s EP operations,
reasonable use and restoration of natural
resources
◊ To control compliance with the authorized
environmental requirements, current
norms and rules relevant to environmental
protection and resource management during
all production activities of the Company
◊ To monitor water consumption and water
disposal, operation of technical facilities
for wastewater treatment, air emissions,
disposal of production and consumer
waste, use of the Company’s land plots in
pursuance of the legislative requirements
and regulatory documents.

◊ To deal with state executive authorities on
environmental safety matters
◊ To obtain the necessary permits and expert
opinions related to environmental safety.

The Company’s environmental control
involves auditing of contractors

Further to constant control of compliance
with environmental legislation by the
Company’s divisions and employees, the EP
and Resource Management Department
monitors the contractors working at the sites
of Udokan MMP. As part of environmental
supervision, contractors are inspected and
when they have violations, they receive
appropriate instructions and improvement
notices.

The Company prepared the
Environmental Policy and got it approved
in 2017. The Policy designates the most
important EP tasks and obligations
assumed by the Company at this stage.
With the launch of production activities,
the Company will supplement the Policy
taking into account new Udokan Copper
challenges.

Udokan Copper Environmental Policy
obligations
◊ To assess the impacts of the Company’s
business and potential environmental and
social risks
◊ To develop and put into effect environmental
management system and continuously
improve its efficiency in accordance with the
best world practice
◊ To apply advanced and proven control
methods, BAT for prevention or mitigation of
environmental pollution

of the enterprise, recognizing the global
problem of climate change
◊ To integrate assessment and conservation of
biodiversity
◊ To improve EP qualification of employees;
◊ To hold contractors liable for compliance
with the Russian Federation law and the
Company’s Environmental Policy.

◊ To make arrangements for low greenhouse
gas emissions and to boost energy saving

Except for the Environmental Policy the
Company has approved the following
documents:
◊ HSE, HAZOP, Environmental and Fire
Safety Standards for Contractors60;
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◊ Regulations on the HSE Directorate as a
structural unit.
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60

Adopted in 2021.

ASSESSMENT OF ENVIRONMENTAL IMPACTS
There is no negative environmental impact resulting
from the Company’s business.
The baseline environmental assessment
for Udokan deposit development project
was completed together with the design
of a process flowsheet for ore processing
between 2010-2014 in line with the
International Financial Corporation
Performance Standards and the Equator
Principles. In 2018, when the main process
flowsheet was accepted, there was another
comprehensive environment impact
assessment of Udokan MMP. At that point

alongside monitoring critical ecosystem
indicators, the Company held meetings
with the local population so that the areas
of traditional industry of indigenous peoples
were framed. By virtue of the assessment
results, an integrated environmental control
program for Udokan MMP was worked
out. The provisions of this program are
used now to elaborate all Udokan design
documentation.

Monitoring for compliance with design standards is
organized together with the Russian Academy of Sciences
The integrated environmental control program is used to
elaborate all Udokan MMP design documentation
During the construction, on the territory of
Udokan deposit there’s an annual integrated
environmental monitoring. Its main purpose
is to control the environment in the affected
area (Udokan MMP construction site) and
predict environmental changes during
construction operations. The monitoring
gives a chance to continuously keep track
of negative environmental changes and
promptly respond to them.
In 2020, monitoring was handled by the
Institute of Natural Resources, Ecology
and Cryology of the SB RAS. It included
the research on the atmosphere, the
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hydrochemical and hydrobiological quality of
water bodies, the state of the soil landscape,
flora, fauna, and noise impact. The
monitoring findings were compared to the
results of the baseline environmental studies
and monitoring of 2012–2020. The final
evaluation showed zero critical changes in
ecosystems and led to a conclusion that the
environmental situation in the area adjacent
to Udokan deposit remained unchanged:
there was no negative environmental impact
resulting from the Company’s business.

RECLAMATION
Udokan Copper has a responsible attitude
towards potential negative environmental
impacts that inevitably arise during the
exploitation of the deposit and mining. In
this regard, even when constructing Udokan
MMP, the Engineering Directorate developed
a scope of work for reclamation of disturbed
soils like open pits, dumps, production sites
and tailings storage facilities.
Сompany plans to develop the reclamation
project by the end of 2021. Activities on
reclamation of disturbed lands are subject to
the technical specifications issued by Kalar
municipal district Administration and the

State Public Institution ‘‘Division of forestries
in Zabaikalye Region’’. They will stipulate
for technical and biological soil reclamation
after the deposit development is closed.
Reclamation will prevent the negative
environmental impact of disturbed soils,
unintended soil erosion and will result
in natural revegetation. The reclaimed
territories will be handed over to land users
- Kalar municipal district Administration
and the State Public Institution ‘‘Division of
forestries in Zabaikalye Region’’ in Chara city.

No environmental violations
by the Company in 2020

COMPLIANCE WITH ENVIRONMENTAL
LAWS AND REGULATIONS
[307-1]

The Company complies with the Russian
Federation environmental laws. In 2020 no
violations in this area were found.
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STAKEHOLDER ENGAGEMENT ON THE COMPANY’S
ENVIRONMENTAL IMPACTS

Environmental protection investment, million
rubles

Udokan Сopper makes efforts to actively
engage with various groups of stakeholders
on the environmental impacts of the
Company’s business61.

Atmospheric air
protection

Cooperation with competent specialized
organizations on various environmental
aspects is of significant importance for the
Company. These are some examples:
◊ Institute of Natural Resources,
Ecology and Cryology of the SB RAS —
environmental monitoring;
◊ Federal State Budgetary Institution,
Centre of Laboratory Analysis and
Technical Metrology — instrumental
control of plant emissions;

◊ Ecology Plus, LLC — waste collection,
transportation and management
systems;
◊ Oleron +, LLC — solid municipal waste
handling technologies;

Udokan Copper, represented by the EP
and Resource Management Department,
takes part in the description and agreement
of local environmental and resource
management regulations.
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0.1

2020

Environmental
monitoring and industrial
environmental control,
including quality protection
of ground and surface
water

Waste
management

2019

5.3

3.4

2019

Environmental
surveys

4.0

2019
2020

Total amount

2020

8.5
3.5

2020

3.5

2.0

2019
2020

18.0
14.3

2019
2020

ENVIRONMENTAL EDUCATION

In 2020, within environmental surveys, a
desktop stage of engineering environmental
and hydrometeorological investigations
took place at the facilities of Udokan MMP
Railroad base and in the area of the access
road between the Railroad base and Udokan
settlement. The works cost 3.5 million
rubles.

For more details see Sustainability management, Stakeholder management.
62
Investments connected to waste management increased as a result of rising costs of production and consumer waste delivery to a
licensed organization
63
The Сompany plans to expand investments in environmental protection as the project develops.
61

2019

1.9

◊ Inteko Siberia, LLC — ferrous steel scrap
sales.

ENVIRONMENTAL PROTECTION
INVESTMENT
The Company on a regular basis invests
into environmental protection. In 2020,
the main focus areas were environmental
surveys, environmental monitoring,
industrial environmental control and
waste management programs62. The total
investment amounted to about 14.3 million
rubles63.

Biodiversity conservation
programs

0.1

Environmental education of employees is
one of the top concerns of the Company’s
environmental responsibility. Among the
intentions of the Company there’s the
preparation of a broad environmental
educational program for the staff and putting
it in place.
In 2020, Udokan Сopper employees were
trained in production and consumer waste
management.

Functional trainings for employees in 2020
embraced the following programs:
◊ Organizational learning to be admitted to
work with wastes of I-IV hazard classes;
◊ Environmental safety control by
managers and specialists of general
economic management systems.
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ENERGY CONSUMPTION AND CLIMATE
PROGRAM

2021 GOALS
2021 plans:

1

2

3

To hold public hearings with the local
population on research work, on an
integrated survey of natural landmarks
of regional significance (“The Charsky
hot spring” natural boundary and
Lake Arbakalir in Kalar district) and
on assessments of the environmental
impacts of planned Udokan MMP
business activity (updates of design
solutions)

To assess environmental impacts
of the planned business activity and
to establish Udokan MMP sanitary
protection zone (hereinafter - SPZ)
To bring into accord the SPZ design for
the Railroad base facilities at Novaya
Chara station

[302-1]

4

5

To make research works, to do an
integrated survey of natural landmarks
of regional significance (“The Charsky
hot spring” natural boundary and Lake
Arbakalir in Kalar district)

To obtain permits for the pilot plant, for
the reasons of its modernization, and
licenses for Udokan MMP

6

To register facilities producing negative
environmental impacts with the state
authorities

7

To record waste disposal sites into
the State Register of Waste Disposal
Facilities

8

To get comprehensive environmental
licences.

Udokan Copper treats as high priority the formulation of an efficient energy
consumption model and conservation of the unique natural environment around
the future enterprise. Geographical distance and the discrete role of Zabaikalye
Region nature in the global climate system are the main focus areas of the emerging
Company’s business strategy.

CORE ENERGY INDICATORS
The Chief Power Engineer Service is
in charge of the Company’s energy
infrastructure management. The Service
deals with planning, energy consumption
control, contractor relationship and
budgeting. The Service also includes an
energy department responsible for operation
of energy equipment (network infrastructure,
heat and water supply facilities, and auxiliary

power equipment facilities). Since 2020,
The Chief Power Engineer Service has
incorporated divisions that manage the
operation of power assets associated with
heat and water supply, ventilation and dust
collection, Plant Control System (hereinafter
referred to as PCS) and instrumentation.

Udokan Copper energy audit is made as
follows:

Electrical energy consumption
Thermal energy consumption
◊ Thermal energy obtained by burning coal
at the pilot plant boiler with a capacity of
5 MW (property of Udokan copper LLC)
◊ Thermal energy received from
the district heating system of JSC
‘‘Teplovodokanal’’ (Heat and Water
Canal).
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The total energy consumption in the
Company corresponded to 76,174.2 GJ.
Energy consumption increased compared
to the previous year due to the expansion of
construction. In the meantime, as specified
in the energy consumption pattern, the
Company’s divisions use about 40% of the
total electricity consumption, while most
of the energy is utilized by contractors
involved in the construction of the plant and
infrastructure facilities.
Сoal is the main source of energy. At the
moment, the territory of the Company’s
production activities is characterized as the
region experiencing power shortages: near
Udokan, there are no operating hydroelectric
power plants or other power plants based on

renewable energy sources. The region is also
not gasified, therefore there is no possibility
of using natural gas, while the logistics does
not give a chance for liquefied natural gas
supply.
However, the Company is truly interested in
finding alternative, more environmentally
friendly energy sources that will reduce the
carbon footprint of future Udokan Copper
products. These problems will be reflected in
the Company’s Climate Program in 2021.

Purchased energy consumption, GJ

Actions to reduce energy costs at the
stage of operation of the installed
equipment are specified below:
◊ Analysis of the automated information
and measurement system for
commercial accounting of electrical
energy;
◊ Introduction and assessment of
accounting and control system for energy
consumption at water intake facilities
◊ Installation of frequency drives in boiler
equipment to increase the efficiency
factor

[302-1]

Fuel consumption from non-renewable
sources, GJ

The Company takes measures to save
energy and improve energy performance.
When choosing design solutions, Udokan
Copper makes an analysis of best practices
with a mandatory energy performance
ranking.

Total energy consumption within the
Company, GJ

◊ Formulation of parameter tables in order
to improve the equipment efficiency
factor.

4,846

51,376

4,573

6,682

2019

2020

2019

2020

Electrical energy

Thermal energy

2021 ENERGY SAVING AND ENERGY PERFORMANCE PLANS

2,111

16,322

16,046

25,740.5 76,174.2

0
2019

2020

Diesel fuel
(heating of building and
structures)
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2019

2020
Coal

2019

2020

Short-term and medium-term

Long-term

◊ To reduce electric power dissipation in
power grids by 3-4% annually

◊ To bring in an automated system for utility
metering at the enterprise

◊ To modernize the heating of the pilot
plant.

◊ To estimate the efficiency of renewable
energy sources for partial coverage of the
electricity consumption by Udokan MMP
◊ To analyse the consumption profile, in
particular the values of peak-load period,
and to assess capabilities for demand
response at Udokan Copper facilities.
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AIR EMISSIONS

CLIMATE PROGRAM PLANS

[305-6] [305-7]

The Company pays particular attention to
global climate change subjects and in 2020
decided to draft a Climate Program, which
will reflect all aspects of Udokan Copper
impacts on climatic variations. Primarily it
will concern mechanisms to reduce energy
consumption from non-renewable sources
and control over greenhouse gas emissions.
The Climate Program will be comprised of
the following:

◊ Industry benchmarking of carbon intensity
according to best practice

◊ Quantitative evaluation of expected direct
and indirect greenhouse gas emissions of
all classifications (Scopes 1, 2 and 3), carbon
intensity of production and product carbon
footprint

Udokan Copper Climate Program is planned to
be validated in 2021.

◊ Identification of applicable technologies and
technical solutions to reduce carbon intensity
◊ Risk management activities referring to carbon
regulation
◊ Program for the management of GHG
emissions and carbon intensity of production
and products.

MEASURES TO MITIGATE IMPACTS ON
THE ATMOSPHERE
During Udokan MMP construction, there
are regular surveys of emissions of nitrogen
dioxide and suspended particles into the
air. The Environmental Monitoring Service
operating on the production site helps to
control the release of harmful substances
and to prevent exceeding the approved
admissible concentration limits. Before

taking up the work the Environmental
Service checks the compliance of the
vehicles and construction equipment with
the regulations on pollutant load in exhaust
gases and the availability of valid conformity
certificates. The Service also controls the
good mechanical working order of the
transport.

The assessment of the impacts on the
atmosphere showed that the effects of
Udokan MMP construction and operation will
be insignificant due to the local scale and low

level of emissions. The level of impact on the
air is acceptable.

In 2020, emissions of pollutants from the
operating facilities of the Company were
171.092 tons. 83.6%of all pollutants are
accounted for by a group of solid substances
(inorganic dust, abrasive dust, soot)
generated during dusting of production sites,
boiler operation, ore crushing and grinding,
pilot plant tests64. The exceedance of the
emission standard was not recorded.
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A quantitative evaluation of air pollution is set by the Draft Maximum Permissible Emissions for each emission source as given in the
inventory. The volume of polluting emissions was calculated using the formulas of the appropriate methodological instructions authorized
by the regulatory agencies. The tool for emission calculations is the Atmospheric Pollutant Emission Permit, issued for the Company by
Rosprirodnadzor (Federal Service for the Supervision of Use of Natural Resources).

64
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Emission standard of pollutants from the Company’s
operating facilities is not exceeded.
While constructing Udokan MMP, the
Company makes efforts to mitigate the
negative impacts on the atmosphere. Some
of them are the following:
◊ Irrigation of dust-forming surfaces
◊ Dust suppression during drill and blast
activities

◊ Serviceable and well-functioning
equipment
◊ Scheduled maintenance and repair.
In 2020, gas-cleaning facilities were replaced
at the pilot plant boiler. This will reduce the
volume of air pollution.

The pollutants data are calculated in response to
the following documents: the Order of the Federal
State Statistics Service No. 661 dated 8 November
2018, Report on form 2-TP (air) for 2019, 2020 years.
Regarding Negative Environmental Impact (NEI) of
the Pilot Plant - the Federal Law ‘‘On Environmental
Protection’’ No. 7-FZ dd. 10 January 2002, the Federal
Law ‘‘On Air Protection’’ No. 96-FZ dd. 4 May 1999,
The guidance on calculation, regulatory actions and
control of pollution emissions into the atmosphere.

(St. Petersburg; “Atmosphere” Research Institute,
2012).
Dispersion calculation methods for air pollutants
(MPR-2017), agreed by the Order of the Ministry of
Natural Resources of the Russian Federation No.
273 dd. 06 June 2017, National State Standard GOST
17.2.3.02-78 “Nature protection. Atmosphere. Rules
to fix permitted emissions of harmful substances by
industrial enterprises” (Moscow, 1987).
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◊ Diesel generators with an exhaust gas
aftertreatment system and lower emissions

Udokan Copper currently does not release
ozone-depleting substances into the
atmosphere.

Emissions of pollutants into the air65, tonns

Emissions of specific pollutants into the air68, tonns

[305-7]
Substance

2019

2020

Substance

NOх (nitrogen oxides)

1.989

3.246

Benzo (a) pyrene (3,4-Benzpyrene)

SOх (sulphur dioxide)66

2.698

10.964

Sulfuric acid

0.088

Persistent organic pollutants

9.858

13.681

Carbon (soot)

2.163

Volatile organic compounds

0.008

0.008

Copper oxide (copper equivalent))

1.126

Hazardous air pollutants67

0

0

Gasoline (petroleum, low-sulfur) (carbon equivalent)

0.001

143.104

143.104

0.089

0.089

157.746

171.092

Solid particles
Other standard emissions into the atmosphere, named by appropriate
orders
Overall:

copper oxide, gasoline (petroleum, lowsulfur). There are also traces of benzo (a)
pyrene. The total volume of specific pollutant
emissions corresponded to about 143 tons.

The list is not exhaustive: the calculation also took into account additional standards, methodologies, calculation tools in accordance
with the listed documents.
66
In 2019, the volume of sulfur dioxide emissions was set based on instrumental measurements. In 2020, the instrumental
measurements showed the results below the set range. In this regard, the volume of emissions is set now according to the maximum
permissible emission limits.
67
There are no hazardous air pollutants.

0.0000005

Inorganic dust: 70-20% silicon dioxide (SiO2)

138.825

Manganese and its compounds (manganese equivalent (IV) oxide)

0.0008

Gaseous fluorides

0.0004

Formaldehyde

0.00007

Other specific substances

The main pollutants are solids (inorganic
dust), carbonic oxide, sulfur dioxide, and
nitrogen oxide. The total volume of polluting
emissions into the air amounted to 171.092
tons. Moreover, emissions from the
operating facilities of the enterprise consist
of such specific substances as sulfuric acid,

2020

Overall:

When Udokan MMP will fully operate,
emission sources and pollutants will
change related to the specific nature of the
essential processes and works. Therefore
the Company has envisaged a number of
effective measures to mitigate the negative

0.997
143.201

impacts on the atmosphere: hydraulic dust
control (irrigation of rock masses) and
water stemming (water flood into the rock
boreholes) during blasting works, the use of
a dust collector and the installation of gascleaning facilities.

65
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The emission calculations are done as agreed by the Atmospheric Pollutant Emission Permit (radioactive emissions are excluded),
issued by Zabaikalye Interregional Directorate of the Federal Service for the Supervision of Use of Natural Resources.

68
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WATER INTAKE AND
WASTEWATER DISCHARGE
[103-1] [103-2] [103-3] [303-1] [303-2] [303-3]

The company makes efforts to mitigate its
environmental impacts and strives for sound
water use.

◊ Visual observation of the maintenance of
the first belt SPZs for raw groundwater
wells of water supply facilities

Water intake and wastewater
discharge management
At this project stage, the abstraction and use
of water is conducted for drinking, process
and domestic needs as part of the activities
at the site of the Pilot plant and Udokan
MMP construction works. The fundamental
source is the raw groundwater well located
at the “Klyukvennyy” groundwater deposit.
Water intake for the Company is approved
by the license ChIT 04328 VE, which gives
the right to operate the Klyukvennyy deposit
and to abstract groundwater for industrial,
technical and drinking water supply. Water
intake from the Klyukvennyy groundwater
deposit is handled both by the Company and
by the contractor. For the Pilot plant, water is
supplied centrally from this very deposit.
In 2020, the Company did not discharge
wastewater into surface water bodies. After
use, wastewater is collected in reservoirs
and sent on a contractual basis to a third
party (JSC Teplovodokanal (Heat and Water
Canal), where wastewater is processed in
the treatment facilities. JSC Teplovodokanal
makes further water discharge.
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Laboratory research is conducted by
accredited labs. The procedure and
frequency of sampling complies with the
requirements of the current sanitary rules
and regulations and other applicable
specification documents.

The Environmental Control Service
provides water quality operational
supervision. The area of the Service
responsibility encompasses the
following:

Udokan Copper Chief Power Engineer
Service is in charge of water intake and
water consumption management. The area
of its responsibility includes:
◊ Management control over the territory
along the header water mains - on a
quarterly basis
◊ Control over the working order of the
drinking water supply systems at the
enterprise, monitoring of the technical
condition of the internal water supply
networks - daily, to be carried out by the
water supply expert
◊ Control over the serviceability of hot
water supply systems - daily, to be
carried out by the water supply expert
◊ Control over the flushing and disinfection
of the drinking water pipeline distribution
network - once a year and after the
emergency on the water supply system
is eliminated; to be carried out by the
responsible employees of the Chief
Power Engineer Service and licensed
institutions.

◊ Systematic laboratory studies of water
from the sources, of drinking water
before its supply to the distribution
network and of drinking water from the
distribution water supply in the context
of its microbiological, organoleptic,
chemical and radiological indicators.

Types and volume of consumed water
The water intake consists of two wells
equipped with electric submersible
pumps. Underground water is supplied
by submersible pumps through two water
pipelines towards the water tanks located
at the Pilot plant and further towards the
production building for industrial, household
and drinking needs. Water supply for Udokan
MMP construction site is arranged by water
delivery from the Klyukvennyy groundwater

deposit until the project water intake located
at the Ingamakit underground water deposit
is commissioned.
In comparison with 2019, the volume of
water consumption increased by 151.6% - it
amounted to 119.93 thousand m³. This can
be explained by the extensiveness of Udokan
MMP construction, whereas the allowable
limit for water abstraction has not been
exceeded.

Total water intake for the Company’s needs,
thousand m³

0

0

2019

2020

Surface water

47.67

119.93

2019

2020

Groundwater
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WATER RESOURCES PROTECTION:
PRIMARY ACTIONS AND PLANS
In order to mitigate the impact on
groundwater in 2020, information on the
fixed sanitary protection zones of the
water intake located at the groundwater
deposit “Klyukvennoye” was recorded into
the Unified State Register of Real Estate.
The Company daily makes accounts of
water intake from boreholes, monitors the
water level in the boreholes once a month,
and controls the quality of taken water in
obedience to Sanitary Regulations and
Standards on a quarterly basis involving
specialists from the Environmental Service.
For water quality appraisal the Company
relies on Water Quality Standards in Fishery
Waters, certified by the order of the Ministry
of Agriculture of the Russian Federation No.
552 dated 30 December 2016.
In the reporting period, the project of
Ingamakit water intake SPZs was ratified.
This water intake will be used for the needs
of the enterprise at further stages. Water
intake SPZs were shaped by the order of The
Ministry of Natural Resources of Zabaikalye
Region No. 1566 dated 24 September 2020.
Data on the boundaries of the zones are
recorded in the Unified State Register of Real
Estate.

In 2020, The Ministry of Natural Resources
of Zabaikalye Region agreed on the use of
the water bodies (the river Nirungnakan and
the brook Bluzhdayuschiy) for the discharge
of treated wastewater from Udokan MMP
facilities.
Besides, Udokan MMP construction project
implicates treatment facilities that will allow
the reuse of treated water in the process
flow. The recycling water supply system of
the pilot plant stipulates for the construction
of hydraulic facilities connecting the
concentrator, the hydrometallurgy plant and
Udokan MMP tailings storage facility.
Water supply to all Udokan Copper
facilities is organized from the Klyukvennyy
groundwater deposit, by means of a
centralized water supply to the Pilot plant,
followed by transportation by the Company’s
and the contractor’s vehicles towards the
construction sites. Udokan Copper manages
operational surveillance throughout the
groundwater deposit. Corresponding to
the agreements with contractors and local
regulatory documents, the Company has
systematic inspections of contractors to
see their compliance with the Russian
Federation environmental law. In case
of violations there are penalties and
instructions with the shortest remedial
periods.

2021 GOALS
1
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To design household waste water and
surface water treatment facilities,
external sewage networks for treated
wastewater

2

To design household waste water and
surface water treatment facilities, external
sewage networks for treated wastewater;
to construct the specified groundwater
intake at the Ingamkit water deposit (on
the right bank of the Nizhniy Ingamakit
river) with a capacity of 10,500 m3/day.
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WASTE MANAGEMENT

Volume of waste produced in 2020 according to
its type, tonns

[306-1] [306-2] [306-3]

Udokan Copper manages waste,
generated as a result of its business,
in correspondence with the Russian
Federation law. Organizations that deal with
the Company’s production and consumer
waste have appropriate waste management
licenses to guarantee compliance with
the environmental law. Because of the
specific nature of the current construction
stage, when the amount of industrial waste
is minimal, no measures were taken to
mitigate waste generation.

companies licensed to handle waste too.
All provisions of agreements with Udokan
Copper as well as all in-house policies and
procedures are taken into consideration
accordingly.

19.1

1,004.1
V class

In 2020, the volume of Udokan Сopper69
waste was about 1,172.515 tons, with 86%
of waste of hazard class V (virtually nonhazardous waste). Compared to 2019, the
volume of waste production increased by 5%.

IV class
I-III classes

1,172.5

149.3

Contractors operating on Udokan MMP
construction site independently manage
waste generated as a result of their activities
and sign contracts with the specialized

Waste generated by the Company70, tonns
Class of
waste

Type of Company’s waste

2019

2020

I

Mercury-filled lamps, mercury-quartz lamps, luminous tubes that have lost their
consumer properties

0.037

0.004

II

Used-up lead-acid batteries, undamaged, with electrolyte fluid

0.625

0.215

III

Waste
◊ Mineral motor oils
◊ Halogen-free petroleum base hydraulic oils
◊ Industrial mineral oils
◊ Halogen-free mineral transformer fluids
◊ Oil and fuel filters.

12.996

18.928

IV

Unsorted garbage from office and household premises and organizations. Worn-out
pneumatic tires.

118.760

149.264

V

Waste (tailings) of copper ore dressing, virtually non-hazardous.
Waste packaging, ash and slag waste from coal combustion, virtually non-hazardous.

985.150

1,004.104

1,117.568

1,172.515

Total

Udokan Copper does not receive any information on the amount of wastes from contractors involved in Udokan MMP construction in the
reporting year.
70
In 2020 during capital mining the Company extracted 372.601 tons of associated copper ore plus 1.1 million m3 of overburden stripping. These
solid rock overburden is accounted for by the National Register of Mineral Reserves (Protocol of the National Reserves Commettee, the Federal
Subsoil Service (Rosnedra) No. 4551 dd. 26 June 2016 ) and was fully used by the Company in the construction of the open pit infrastructure during
the reporting period.

As dictated by the world’s best practices
for industrial waste management, the
Company uses recycling technologies. Thus,
in 2020, there were 77.386 tons of ash and
slag waste from coal combustion, virtually
non-hazardous, which is the result of the
Company’s Pilot plant boiler operation. As
stated in the waste limits project, this type of
waste is subject to recycling for crush-rock
pad of roads.
To increase the efficiency of solid municipal
waste disposal at the existing Udokan
Copper facilities and construction units of
Udokan MMP, a system of separate waste
collection was planted.

water management asset for the tailings
storage facility. The start of the landfill
construction is scheduled for 2021. The
landfill design project contains an artificial
impervious blanket made of geomembrane
and a filtrate collector system for the waste
disposal area. There will also be a landfill
service zone sewage system with discharge
to the treatment facilities. The ash and slag
dump site for the disposal of waste from the
operation of coal-fired boilers will also be
limited by a geomembrane to prevent the
ingress of toxic substances into the soil and
groundwater.

Udokan MMP project execution plan points
out the design of in-house landfill for
industrial and municipal waste and the

69
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TAILINGS MANAGEMENT
In the course of the deposit exploitation
and mining of copper-bearing ores, the
formation of wastes (tailings) after copper
ore dressing is inevitable. This type of waste
requires special handling. Currently, this
type of waste is being generated applicable
to the pilot plant operations on Udokan
MMP construction site. For waste disposal
purpose, the Company runs the tailings
storage facility of the plant.

Expert reviews and estimation of the
Company’s environmental impacts.

The Company takes all necessary steps to
provide the tailings storage facility safety in
alignment with the legislation of the Russian
Federation. The Tailings Shop Floor Manager
is responsible for the tailings safe operation.
As part of the construction, the tailings
storage facility design is also being adjusted
and additional areas are being laid out for
tailings disposal of the concentrator.

BIODIVERSITY CONSERVATION
[304-1] [304-2] [304-3]

Udokan Copper makes all required
arrangements to assess its impact on the
biodiversity of the territories adjacent to
production sites. The analysis of the direct
and indirect impact of the Company’s
activities on biodiversity is performed by
the contractor - the Institute of Natural
Resources, Ecology and Cryology of the SB
RAS. The ecological situation in 2020 has not
changed significantly and remains within the
limits of the standards outlined in the project
of Udokan deposit development. According to
experts’ reviews, the Company has no impact
on biodiversity during the construction stage.
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There are no specially protected
conservation areas within the limits of
Udokan deposit and in the area of Udokan
MMP construction.

Comparative analysis of monitoring data
obtained in the reporting period and
monitoring data for 2012–2020, as well as
materials of engineering and environmental
surveys run by the employees of the Institute
of Natural Resources, Ecology and Cryology
of the SB RAS in 2011, made it possible to
conclude that the environmental situation
in the territory adjacent to Udokan Copper
deposit remained unchanged. No negative
environmental impacts as a result of the
Company’s business have been recognized.
The environmental conditions remain within
normal limits specified in Udokan deposit
development project:

◊ Construction and operation of Udokan
MMP facilities, subject to all environmental
protection measures, will not affect the
population of protected species71
◊ No significant changes are observed in the
bird population in the impact zone of the
plant construction
◊ The Company’s impact on two protected
species of butterflies in Udokan uplands - the
Eversmann Apollo and the Phoebus - is not
significant, out of the small number of alpine
meadows in the construction area, which are
supposed to be a distinctive habitat of these
species

◊ The company has a minimal impact on
the soils: the existing situation referring
to soil conservation can be considered as
satisfactory

Even while keeping up with the permitted
standards, the Company makes attempts to
minimize its impact on the biodiversity of the
adjacent territories during the construction
and further operation of Udokan MMP.
To achieve this goal, there are various
mitigation activities with the involvement of
experts and essential scientific research.

At the same time, the Company was recommended to pay further attention to monitoring of bat protected species in this area in
connection with the construction of a road and the Railroad base.
71
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Udokan Сopper assists in designating
the areas of particular interest, which
will initiate special conservation
measures for such territories. Thus,
while constructing, Udokan Copper
started a project of a specially
protected conservation area of regional
significance called “Udokan”. In 2020,
Udokan ecological and economic
justification was completed which
comprised valuable paleontological
material of the ancient marine biota.
The work results were sent to
the Ministry of Natural Resources
of Zabaikalye Region to draw up an
appropriate regulatory legal act.
The creation of a specially protected
conservation area of regional
significance (a paleontological natural
landmark) will give an opportunity to
preserve and fully explore the location
of the paleo biota, and, consequently,
enlarge the scientific value of this site.
Biodiversity conservation action plan

for 2021 embraces the patronage of
scientific research and a comprehensive
survey of natural landmarks of regional
significance (“The Charsky hot spring”
natural boundary and Lake Arbakalir in
Kalar district).
The scientific research will encapsulate
the following:
◊ Inventory count of protected species of
flora and fauna and unique objects of
wildlife and inanimate nature, including
geomorphological evidence and
attractive landscapes
◊ Assessment of land and aquatic
ecosystems, factors of negative impact
on ecosystems
◊ Evaluation of the territory in order to
organize its visit
◊ Population survey
◊ Justification of the boundaries of the
protected area of natural landmarks
◊ Amendments to the passport of a
specially protected conservation area.

Golden rhododendron translocation

Udokan Copper fulfills mitigation activities
on the translocation of the Red Book
species of the golden rhododendron, from
the tailings storage facility of the pilot plant
towards an area free from construction.
Rhododendron translocation was executed
with the support of the Institute of Natural
Resources, Ecology and Cryology of the SB
RAS. In agreement with this project, there
were studies on the necessary conditions for
the translocation and rehabilitation of this
species, sites for removal and planting were
proposed, the scope of work was weighed
up, and recommendations concerning the
entire complex of mitigation activities for the
rehabilitation of the species were given.
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In 2019, 320 samples of golden
rhododendron were translocated. In 2020,
work on the relocation of this species was
continued: another 640 samples were
moved. At the planting sites, the Company
monitors the survival index of the plants on
new soils. As provided by the findings, as
of June 2020, the survival ability of golden
rhododendron amounted to 96.8%. The
report on these activities was coordinated
by the Ministry of Natural Resources of
Zabaikalye Region.
This very project has a particular value
in terms of maturing technologies for
subsequent reclamation and rehabilitation
of land at the final stage of Udokan MMP life
cycle.

135

LOCAL COMMUNITY
RELATIONS

Corporate governance of regional social
programs
CEO
Deputy CEO for Sustainable Development
and Corporate Affairs
Directorate for External Relations

DEVELOPMENT OF THE REGION AND SOCIAL
RESPONSIBILITY

As part of social responsibility
management, the Company indicates
three priority areas:

“In harmony with nature, with concern for
people, with respect to the unique territory of
Zabaikalye, Udokan Copper produces metal
for the safe and technologically effective
future”, therein lies the mission of Udokan
Copper. Since 2010 the Company has been
investing into significant initiatives and
projects in Zabaikalye Region in general and in
Chita city in particular.

◊ Long-term integrated development
program for Kalar District

The Company’s primary focus is on careful
attitude towards local nature and culture,
new quality of life for generations of people
who live in difficult conditions of the natural
environment, and investment programs
and projects on social and economic
development.

◊ Package program to support the
indigenous small ethnic communities of
the North (IPN)
◊ Social investment in the development of
Chita city.

Within each area mentioned above, the
Company makes efforts to organize regular
networking with local communities, to build
and maintain valid feedback, including the
procedure for submitting and considering
requests, to plan and carry out social
investments and charitable activities.
The Company is scrupulous about fulfillment
of its obligations under the agreements
on social and economic cooperation with
regional and municipal government bodies,
the local population and the IPN.

Implementation of investment programs and
projects on social and economic development
Careful attitude towards local
nature and culture
In spite of the fact that Udokan Copper is
just preparing to launch its operations, the
Company is already striving to effectively solve
these problems and be a reliable partner for
local communities covering important social
concerns.
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To this end, the Company seeks to more
systematically and comprehensively approach
the charity programs and programs of social
and economic cooperation. Today, regional

Building a new quality of life
development, social responsibility and charity
function is managed by the Directorate for
External Relations, which directly reports to
the Deputy CEO for Sustainable Development
and Corporate Affairs.
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COMPANY’S CONTRIBUTION TO THE DEVELOPMENT OF
THE REGIONS WHERE IT OPERATES
[203-1]

Udokan Copper tends to contribute to the
social and economic development and wellbeing of residents of Zabaikalye Region,
particularly Kalar municipal district and the
city of Chita, by cooperating with government
authorities, the local community and nonprofit organizations through investment and
charity programs.
One of the basic documents that settles the
areas of such collaboration is the agreement
for social and economic cooperation between

the Government of Zabaikalye Region, the
Administration of Kalar District and Udokan
Copper concluded in 2019. In the reporting
year, the Company continued to discharge
its obligations under this agreement.
Simultaneously, Udokan Copper prepared a
new 400 million rubles contract on social and
economic cooperation for 2021 and reconciled
it with the Government of Zabaikalye Region
and the Administration of Kalar District.

The draft agreement stipulates for the
Company’s investments and projects on
social and economic development of Kalar
District and Zabaikalye Region as a whole,
including the design of infrastructure
and land improvement, social support
for the country and basic settlements
in Kalar District, support for socially
disadvantaged families or families in difficult

circumstances. The agreement also covers
management of inclusive events in the
capital city of Zabaikalye Region and in Kalar
municipal district; events in the field of
education, culture, art, and sports72.

503.3

million rubles

Investments in the region of the Company’s
presence, million rubles

The total volume of Company’s social
investments in 2020

[203-1]

The total volume of Company’s social
investments into the development of the
region in 2020 corresponded to 503.3 million
rubles, which was more than double the
volume of investments in the previous year
(208.2 million rubles).

In 2020, Udokan Copper invested an
additional 118 million rubles for design
documentation to refine Chara airport.

The key investments concerned the social
sector, the development of sports, culture
and art.
Social sector

162.6

2019

407.18
Sport

2020

29.1

2019

80.55
Culture and art
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16.5
15.56

The agreement for social and economic cooperation between the Government of Zabaikalye and Udokan Copper was signed on 3 June 2021
within the scope of St. Petersburg International Economic Forum.

72

2020
2019
2020
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A significant amount of investment into
the social sector is largely associated with
the active contribution of the Company to
the fight against the spread of COVID-19
and setting the stage for the treatment of
infected patients in Zabaikalye Region.73
These efforts were not anticipated, however,
the budget of the Company’s social program
was promptly revised to provide adequate
assistance in the fight against the pandemic
and it was increased for some activities

such as the purchase of medicines for the
Kalar CDH, regional medical centers and
the creation of appropriate infrastructure.
The flagship infrastructure project was the
construction of a bleeding-edge infectious
disease ward for the Kalar CDH with hi-tech
equipment, a laboratory and housing for
medical workers.

The fully-functioning infectious disease ward with hi-end equipment
appeared in the Kalar CDH with the Company’s support

Regardless of the COVID-19 pandemic,
the Company was able to successfully
hold the intended grant competition called
‘‘Vershiny’’ for social projects among NGOs,
charitable and non-profit organizations,
start-up or mature entrepreneurs, as
well as initiative groups of citizens of the
region. The Company decided to support

In addition, Udokan Copper continued to
fund projects aimed at the development and
mainstreaming of sports and a healthy lifestyle.
The Company assisted in the reconstruction of
the modern rhythmic gymnastics halls and the
martial arts hall in Chita city to involve children
in sports. After the completion of construction
works, the city will have the most advanced
sports center, which integrates gymnastics,
boxing, and catch-style halls.
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73

For more details see COVID-19 Pandemic response.

projects in the categories “Education”
(development of professional skills and
abilities), “Health and promotion of a healthy
lifestyle”, “Environment” (landscaping and
improvement of public spaces), “Culture
and development of ecological tourism”. The
grant fund of the competition was 1 million
rubles.

Other projects encompassed support for
the “Tochka kipeniya - Chita” communal
networking space and the development of
urban space near the Udokan cinema.

Udokan Copper continues the consistent
implementation of long-term strategic
projects alongside the development of
the region. One of these projects is the
landscaping of Novaya Chara settlement (the
closest to Udokan MMP which is in process
of construction now). In 2020, the Company,
together with the Moscow Center for Urban
Studies prepared a land improvement
concept for the settlement targeted at

comfortable living for residents of the district
and future employees of the enterprise. The
project calls for the creation of new modern
amenities: a cultural center, a health and
fitness facility and a medical complex. More
than that, it is planned to build a residential
development and to handle central street
maintenance.

A public discussion with the participation of
residents to collect opinions and requests
on functionality of the project was crucial in

concept generation for the settlement land
improvement.

The Company’s plans for 2021 are as follows:

◊ To fund the renovation of the central stadium,
kids playgrounds, a hockey court in Novaya
Chara; to finance the installation of play
structures, children’s and sports grounds in
Udokan settlement, Chapo-Ologo village, and
Ikabya village of Kalar municipal district

◊ To continue to cooperate in the formulation
of construction documentation for the new
development in Novaya Chara settlement,
including design documents for the health
and fitness facility, for the cultural center
and for the residential amenities for
Udokan MMP employees, the local staff and
relocatees under the program of wrecked
and dilapidated housing
◊ To sign an agreement on social and
economic cooperation between the
Government of Zabaikalye Region, the
Administration of Kalar District and Udokan
Copper for 2021 with the 400 million rubles
support for the Company

◊ To provide financing for the Kalar CDH territory
landscaping
◊ To sponsor refurbishment and fitting of the
nursery, schools in Kalar District, cultural and
sports institution
◊ To develop an inclusive culture in Zabaikalye
Region, to establish a center for kids with
disabilities in Novaya Chara settlement and to
host issue-related events.

◊ To manage cultural, educational and sport
events in Kalar municipal district and the city
of Chita
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INDIGENOUS ETHNIC GROUPS
ENGAGEMENT
[411-1] [413-1]

One of the main priorities of Udokan Copper
social policy is the support of IPN living in the
region of Company’s presence.
[413-1]

Udokan deposit is located at an altitude
of almost 2,000 m above sea level, in
harsh climatic conditions. Traditional
settlements of the Evenkis74. (indigenous
peoples) are not situated on the territory
of the deposit and construction sites of
Udokan MMP. Nevertheless, before the
start of construction, the Company made
an assessment of Udokan MMP potential
impacts on local communities. The study
involved representatives of twenty clans
living in the immediate vicinity of the future
enterprise. The results of the study proved
that the industrial operation of the deposit
should not have a negative impact on the
habitual Evenk lifestyle75.
The company signed a partnership
agreement with the regional administration
and the Association of Indigenous Peoples of
the North in Zabaikalye, in order to support
the indigenous ethnic group communities.

Comprehensive support for IPN is a longterm cooperation focused on preserving
the unique culture of the Evenk community.
The most important support measures are
specified below:
◊ Support for traditional types of Evenki
nature management: deer farming,
hunting and folk crafts, building up and
keeping the breeding stock of domestic
reindeer
◊ Patronage of national culture and
language
◊ Social assistance: health care, education.

Preservation of the Evenk language and the heritage of the traditions of
the Evenk community are one of the most important focus areas of the
Company’s social responsibility.
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75

The Evenkis — small indigenous population inhabiting Kalar municipal district.
For more details see also Assessment of environmental impacts.
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The Company, Zabaikalye Region Government
and Kalar District Administration have
signed an agreement on social and economic
cooperation for the purpose of program
development to support the Evenkies. The IPN
support is based on principles of interaction,
emphasized in the document.

On a regular basis, as stipulated by the main
agreement, together with representatives
of the Association of Indigenous Peoples of
the North, an annual program of networking
is developed and approved. Through the
program, the Company looks towards
consistent support and care. All projects are
designed to facilitate traditional crafts by
focused compensation.

In 2020 measures for IPN support
encapsulated:
◊ Specialized domestic reindeer registration

◊ Provisions for Zabaikalye regional NGO “the
Association of Indigenous Peoples of the
North”

◊ IPN events of social importance

◊ Publication of the book “Sonings of Doolin
Bug. Ethnogenesis and History of the
Evenks”

◊ Patronage of traditional types of Evenki
nature management
◊ Recovery of expenses for reindeer breeding
stock
◊ Provision of material needs for the farms

◊ Deer farming, driving of deer population
◊ Video lessons of the Evenk language:
shooting and editing.

◊ Back up for families, engaged in traditional
trades and crafts

[411-1] [413-1]

For strong synergy with indigenous peoples,
Udokan Copper strives for a dialogue
and gives a chance for IPN to report the
Company’s actions affecting their rights. The
Company tries to improve the feedback. At
this point, there is a line for communication
with the Directorate for External Relations
and the Security Directorate, where all
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inquiries for any issues are recorded. During
the reporting year, there were no complaints
about the Company’s violations towards IPN.
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FUTURE PLANS
CONSTRUCTION PLANS
The target date for the plant completion is the
fourth quarter of 2022
The main ambition of the Company in
the medium term is to complete the
construction of Udokan MMP facilities
and infrastructure as per the design
documentation and the settled deadlines.
Another top concern is to successfully
finish the investment phase within the
approved budget, and to launch the
operation activities. At the same time, the
unconditional priority for the Company is not
the speed, but the quality of construction to
ensure stable, reliable and environmentally
friendly production after its launch.
The target date for the plant completion
is the fourth quarter of 2022, therefore, in
2021, the Company plans a huge amount of
construction and installation works at core
facilities. The works are the following:
◊ Installation of reinforced concrete
structures, steel frames and cladding
structures, and production machinery in
the crushing and conveying facility No. 1
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◊ Installation of reinforced concrete
structures, steel frames and cladding
structures and production machinery,
assembly of power equipment, full
automation systems and low-current
systems in the concentrator
◊ Installation of reinforced concrete
structures, steel frames and cladding
structures, production machinery and
pipelines in the hydrometallurgy plant.

The Company will still continue to construct
the Railroad base and external power supply
facilities (220 kV Bluzhdayushchy substation,
second 220 kV HV power transmission line
between Chara settlement and Udokan
MMP). Special attention will be paid to the
arrangement of the rotational camp: dorms
for workers, engineers and technicians,
pumping houses for water supply, and
modular treatment facilities.

Also, in 2021 the Company anticipates
to accomplish supplies of the essential
manufacturing machinery.

SUSTAINABILITY PLANS
The Company’s plans to improve
sustainable development are as follows:
◊ To further streamline Sustainability
management system in the Company
◊ To seize up the maturity of sustainable
development practices in the Company
and to draw up a roadmap
◊ To adopt environmental and social
policies, such as:
•

Comprehensive corporate environmental
policy that governs mandatory actions
to protect and manage water resources,
reduce energy consumption, improve
energy performance and increase the use
of renewable energy sources

•

Tailings management policy including
their reclamation (as prescribed by The
Global Industry Standard on Tailings
Management)

•

Corporate Code of Ethics and Code of
conduct update

•

Policy of sustainable development (on
the terms set out in UN SDGs and UN
Global Compact)

•

Human rights policy

•

Key stakeholder management
policy (with reference to Stakeholder
Engagement Standard AA1000SE) and
Procedure on close cooperation

•

Management system and regulations
that maintain respect for the rights of
indigenous population as stipulated by
the principles of Free Prior and Informed
Consent (hereinafter referred to as FPIC)

•

Local community development policy

•

Grievance mechanism for internal and
external stakeholders.
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RATINGS AND INTERNATIONAL
COOPERATION
The scale of the Mining and Metallurgical
Plant under construction and its strategic
importance for the industry presuppose
compliance with high standards of
disclosure. Udokan Copper, together with
its industrial production launch, intends
to participate in Russian and international
ratings that allow partners and investors
to decide on the Company’s place among
competitors. Udokan Copper is also
considering options to take part in industryspecific (RAEX-600), financial (S&P, FITCH)
and ESG (EcoVadis, MSCI, Sustainalytics,
RAEX-Europe) ratings and the opportunity to
join the UN Global Compact.
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A particular focus will be on adherence to
the Copper Mark Criteria for Responsible
Production. These criteria guarantee to all
stakeholders that the Company meets ESG’s
leading standards throughout the whole
product lifecycle.
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right for association and collective bargaining and it is not
subject to significant risks

Respect for human rights

8

51

GRI 409: Forced or compulsory labor
8

409-1

Operations and suppliers at
significant risk for incidents of
forced or compulsory labor

Respect for human rights
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413-1
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Indigenous ethnic groups
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143, 144

8

GRI 415: Public policy 2016
415-1

Political contributions

The Company does not support the political activities of any
person. Udokan Copper does not fund political parties and
individuals
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419-1
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16

155

REPORT ASSURANCE
[102-56]

INDEPENDENT LIMITED ASSURANCE REPORT
To the Вoard of Directors and the participant of Limited Liability Company «Udokan copper»

Introduction
We have been engaged by the Board of
Directors and the participant of Limited
Liability Company «Udokan copper»
(hereinafter – the “Company”) to provide
limited assurance on the Selected

Information described below and included
in the Sustainability Report for the year
ended 31 December 2020 (hereinafter – the
“Sustainability Report”).

Selected information
We assessed the qualitative and
quantitative information that is disclosed
in the Sustainability Report and referred
to or included in the GRI Content Index
(hereinafter – the “Selected Information”).
The scope of our assurance procedures
was limited to Selected Information for

year ended 31 December 2020. We have not
performed any procedures with respect to
earlier periods or any other items included in
the Sustainability Report and, therefore, do not
express any conclusion thereon.

Reporting criteria
We assessed the Selected Information
using relevant criteria, including reporting
principles and requirements, in the GRI
Sustainability Reporting Standards (core
option), published by the Global Reporting
Initiative (GRI) (hereinafter – the “Reporting
Criteria”). We believe that these reporting
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criteria are appropriate given the purpose of
our limited assurance engagement.
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Responsibilities of the Management of the Company

Professional standards applied and level of assurance

The Management of the Company is responsible for:

We performed a limited assurance
engagement in accordance with International
Standard on Assurance Engagements 3000
(Revised) ‘Assurance Engagements other than
Audits and Reviews of Historical Financial
Information’, issued by the International
Auditing and Assurance Standards Board. A
limited assurance engagement is substantially
less in scope than a reasonable assurance
engagement in relation to both the risk
assessment procedures, including an
understanding of internal control, and the
procedures performed in response to the
assessed risks. The procedures performed
in a limited assurance engagement vary
in nature and timing from, and are less in

◊ designing, implementing and maintaining
internal controls over information
relevant to the preparation of the Selected
Information that is free from material
misstatement, whether due to fraud or
error;

◊ preparing, measuring and reporting
the Selected Information based on the
Reporting Criteria; and
◊ accuracy, completeness and fair
presentation of the Selected Information.

◊ establishing internal methodology,
including objective reporting criteria, and
guidelines for preparing and reporting the
Selected Information in accordance with
the Reporting Criteria;

Our responsibilities
We are responsible for:
◊ planning and performing the
engagement to obtain limited assurance
about whether the Selected Information
is free from material misstatement,
whether due to fraud or error;
◊ forming an independent conclusion,
based on the procedures we have
performed and the evidence we have
obtained; and
◊ reporting our conclusion to the Board
of Directors and the participant of the
Company.

sustainability performance and activities.
We permit this report to be disclosed in
Company’s Sustainability Report, which will
be published on the Company’s website1,
to assist the Board of Directors and the
participant in responding to their governance
responsibilities by obtaining an independent
limited assurance report in connection with
the Selected Information. To the fullest
extent permitted by law, we do not accept or
assume responsibility to anyone other than
the Board of Directors and the participant of
the Company for our work or this report.

This report, including our conclusions,
has been prepared solely for the Board of
Directors and the participant of the Company
in accordance with the agreement between
us, to assist the Board of Directors and the
participant in reporting on the Company’s
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The maintenance and integrity of the Company’s website is the responsibility of management; the work carried out by us does not involve
consideration of these matters and, accordingly, we accept no responsibility for any changes that may have occurred to the reported Selected
Information or Reporting Criteria when presented on the Company’s website.

1

extent than for, a reasonable assurance
engagement. Consequently, the level of
assurance obtained in a limited assurance
engagement is substantially lower than the
assurance that would have been obtained
had a reasonable assurance engagement
been performed

Independence and Quality Control
We have complied with the independence and
other ethical requirements of the International
Code of Ethics for Professional Accountants
(including International Independence
Standards) issued by the International Ethics
Standards Board for Accountants (IESBA
Code), which is founded on fundamental
principles of integrity, objectivity, professional
competence and due care, confidentiality
and professional behaviour, together with
the ethical requirements of the Auditor’s
Professional Ethics Code and Auditor’s
Independence Rules that are relevant to
our assurance procedures over Selected
Information in the Russian Federation. We
have fulfilled our other ethical responsibilities
in accordance with these requirements

Our firm applies International Standard on
Quality Control 1 and accordingly maintains
a comprehensive system of quality control
including documented policies and
procedures regarding compliance with
ethical requirements, professional standards
and applicable legal and regulatory
requirements.
Our work was carried out by an independent
and multi-disciplinary team with experience
in sustainability reporting and assurance.
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Work done
We are required to plan and perform our
work in order to consider the risk of material
misstatement of the Selected Information. In
doing so, we:
◊ made enquiries of the Company’s
management, including the
Sustainability Reporting (SR) team
and those with responsibility for SR
management and SR reporting;
◊ conducted interviews of personnel
responsible for sustainability reporting
data collection;

managing, recording and reporting the
Selected Information;
◊ performed limited substantive testing
on a selective basis of the Selected
Information to check that data had been
appropriately measured, recorded,
collated and reported; and
◊ reviewed the Selected Information for
compliance of the disclosures with the
relevant requirements of the Reporting
Criteria.

◊ performed analysis of the relevant
policies and basic reporting principles,
gaining an understanding and evaluating
the design of the key structures,
systems, processes and controls for

Independent auditor:
AO PricewaterhouseCoopers Audit

Record made in the Unified State Register of
Legal Entities on 14 November 2008 under State
Registration number 1087536009857

Registered by the Government Agency Moscow
Registration Chamber on 28 February 1992 under
No. 008.890

Taxpayer Identification Number: 7536097029

Record made in the Unified State Register of
Legal Entities on 22 August 2002 under State
Registration Number 1027700148431

674153, 1, Fabrichnaya street, Udokan village,
Kalar District, Zabaikalsky Region, Russian
Federation

Reporting and measurement methodologies
Under the GRI Standards there is a range
of different, but acceptable, measurement
and reporting techniques. The techniques
can result in materially different reporting
outcomes that may affect comparability
with other organisations. The selection
of different but acceptable measurement

Audited entity:
Udokan сopper LLC

techniques may result in materially different
measurements. The Selected Information
should therefore be read in conjunction with
the methodology used by management as
described in the Sustainability Report and for
which the Company is solely responsible.

Taxpayer Identification Number 7705051102
Member of Self-regulatory organization of auditors
Association ‘‘Sodruzhestvo’’
Principal Registration Number of the Record in
the Register of Auditors and Audit Organizations 12006020338

Сonclusion
Based on the procedures we have performed and the evidence we have obtained, nothing has come to our
attention that causes us to believe, that the Selected Information for the year ended 31 December 2020
has not been prepared, in all material respects, in accordance with the Reporting Criteria.

1 October 2021
Moscow, Russian Federation
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M. I. Buchnev,
certified auditor (licence no. 01-000056),
AO PricewaterhouseCoopers Audit
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Best available
technology (BAT)

The technology of production of goods, performance of work, provision of services, defined on
the basis of achievements in modern science and technology and the best combination criteria
for pursuing environmental protection goals, if its application is technically feasible.

Brownfield project

Redevelopment of industrial territories, the ecological balance of which is disturbed as a result
of industrial activity.

Low carbon
(green) economy

A resource efficient economy centered around reduction of greenhouse gas emissions and
increase in renewable energy sources (RES).

COVID-19

COronaVIrus Disease 2019

Enterprise Resource
Planning (ERP)

An organizational strategy for integrating production and operations, HR management, financial
management and asset management, focused on the continuous balancing and optimization
of enterprise resources through a specialized integrated software that provides a common data
and process model for all areas of business.

Quarantine observation
of employees

A set of restrictive and anti-epidemic arrangements with the purpose of localizing and
eliminating the focus of infection.

Pilot plant

Industrial cycle model for ore processing. At the plant, various options for Udokan deposit ore
processing were worked out and the target parameters were confirmed.

ESG

Ecological, Social and Governance — questions of environmental impact, social impact and
corporate governance in the companies’ operations.

Approved admissible
concentration limits

A value characterizing the maximum amount of a pollutant that can be on the object under
inspection at a time without harm to living organisms.

ESG-rating

The opinion of the rating agency in terms of to what degree the key business decisions-making
process in the company is geared to sustainability in the environmental (E), social (S) and
management (G) sectors.

PCR-test

Polymerase chain reaction - method of molecular biology, which results in specifying the
presence of disease agents at low concentrations in the body.

ESG-risks

Risks associated with environmental protection, social matters and corporate governance.

Refined copper

Metal containing not less than 99.85 wt% copper or metal containing not less than 97.5 wt%
copper.

Green-field project

A new project that is created from scratch (‘‘on a vacant site”) and lacks constraints imposed by
prior work.

Reclamation

A set of efforts for the ecological and economic restoration of lands, the fertility of which has
decreased as a result of human activity.

International Copper
Study Group (ICSG)

An intergovernmental organization of copper producing and using countries that serves
as an international copper goods council. It’s primary target is to increase copper market
transparency and promote international discussions and cooperation on issues related to
copper.

Recruitment

Activities aimed at finding and selecting candidates for vacant positions in the organization.

Sanitary Protection
Zone (SPZ)

Benchmark-analysis

Comparison of the company’s performance indicators vs benchmarks in order to improve them.

A special-use area, which is formed around objects and industries that are a public health
hazard and produce negative impacts on the environment. The sanitary protection zone makes
it possible to mitigate air pollution (chemical, biological, physical) to the values dictated by
hygienic standards.

The World Federation
of Exchanges (WFE)

The global industry association for exchanges and clearing houses.

Free Prior and Informed
Consent (FPIC)

Stakeholder

A person, a group or a legal entity that has an interest in the company, can either affect or be
affected or perceive as being affected by the decision, operation or project results.

FPIC states the rights of indigenous minorities to independently set forth their political, social,
economic and cultural priorities. It is a combination of interrelated and complementary rights of
indigenous ethnic groups: the right to speak out and take part in the decision-making process,
partnership right, the rights to have a special connection to their land and resources.

Tailings storage facility

A number of specialized facilities for the storage and disposal of mineral dressing waste.

Contracting Party
(Party to a Contract)

On the grounds of Udokan copper LLC Anti-Corruption Policy any Russian or foreign legal entity
or any individual entering into a contractual relationship with the Company, except manpower
management.

JORC Code

The Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore
Reserves. It is a professional code of practice that sets minimum standards for public reporting
of mineral exploration results, mineral resources and ore reserves in Australasia.

Concentrate

Product of ore dressing provided that the content of its one or several valuable components and
its general mineralogical composition meet the requirements of further metallurgical or other
processing.
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CONTACT DETAILS
[102-3] [102-5] [102-53]

Limited Liability Company «Udokan copper».
Legal address: 1, Fabrichnaya street, Udokan
village, Kalar District, Zabaikalsky Region, Russian
Federation, 674153
Udokan copper LLC, Separate business unit in
Moscow city:
28, Rublyovskoye Shosse (highway), Moscow city,
Russia, 121609.

Separate business unit in Chita city:
15 A, n.a. Nikolay Ostrovskiy Str., Chita city, Russia,
672039.

For all questions related to this report and the information contained in it, please use
the following contact details:

Public Relations
Nikolay Gudkov,

Chief communications officer

+7 (495) 645-00-45
n.gudkov@udokancopper.com
Sustainability Management
Evgeniy Sokolov,

Head of Sustainability Management

+7 (495) 645-00-45
e.sokolov1@udokancopper.com
Nelly Dimitrova,

Sustainability Management Specialist

+7 (903) 961-41-95
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n.dimitrova@udokancopper.com
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