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5

Statement from the CEO

102-14

Dear readers, partners, and colleagues,
We present the very first sustainability report of AGD DIAMONDS.
Known as Arkhangelskgeoldobycha until recently, our Company has
had a rich history. Since the mid-20th century, we have been engaged
in geological exploration in Russia, focusing on the development of the
Grib diamond deposit in the Arkhangelsk Region since 2013. Our rough
diamonds – stones of high quality and with unique natural properties –
are sold through our Belgium-based subsidiary, Grib Diamonds.
Last year ushered in a new stage of evolution
within our business.
♦	We changed our name and brand, repositioned internationally, and embarked on a
new marketing strategy.
♦	AGD DIAMONDS acquired 100% shares of
the Belgian Grib Diamonds N.V., which offers
our products in the global market and is a
member of both the World Diamond Council
and the Responsible Jewellery Council.
♦	We embedded many crucial innovations
into our operations, which are expected to
drive a strong performance in our mining
and production of specials and higher-end
categories of diamonds.
♦	We now hold exploration licenses for the
areas adjacent to our core diamond deposit.
♦	Our team has been joined by seasoned and
committed professionals, true experts in
their field.
Designed to describe our business and key
sustainability aspects of AGD DIAMONDS
in 2018 with maximum transparency, this
Sustainability Report, prepared in accordance
with the international Global Reporting Initiative (GRI) Guidelines, is a story about the new
life of our Company.
After leaving LUKOIL Group in 2017, we can
now only rely on our own judgement when
forming the scope of our business and identifying further development opportunities
while fully embracing our self-reliance and
6
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acting as an independent market player, with
greater responsibility towards our employees, society, the environment, and future
generations.
We are confident in the success of our
new course and the impact of our changes currently taking place. This confidence
is inspired by our unwavering tradition of
offering undeniably high quality products,
upholding the highest standards in managing
our operations, our commitment to ethical
and environmental standards and, of course,
our people, our primary source of value and
growth. We remember our origins and will
always honour and deeply respect the people
who discovered the Company’s diamond deposit and launched its key operating assets.
The Company is currently one of the most
advanced and technology-intensive mining
businesses, occupying an important place
in the global diamond mining industry. Our
proved reserves as at early 2018 were close
to 3.9% of global diamond reserves. The
share of AGD DIAMONDS in global rough diamond mining has been within 2.9% and 3.4%
over the last three years.
During the year, AGD DIAMONDS demonstrated steady financial growth. The net
sales of AGD DIAMONDS and Grib Diamonds
were up 4% year-on-year, reaching USD
370.7m under the IFRS.
However, apart from the operating and financial performance, we also value our contribution to the development of the Arkhangelsk
Region (our core host region) as a major taxpayer, a partner to the regional authorities,
and a responsible employer. The Company
paid over USD 56m in taxes throughout the
year. We support local communities not only
as a responsible taxpayer, but also through
investments in infrastructures and charitable
aid to local residents.
AGD DIAMONDS has over 1,100 employees, imposing a great responsibility on the
Company. We strive to be the best employer
in the Arkhangelsk Region by offering the
highest pay and competitive social benefits.

We lay a strong focus on occupational safety,
investing both our efforts and financial
resources in keeping our employees safe.
Our endeavours resulted in an extremely low
injury rate at the Company for the year. In
2018, we invested USD 1.2m in occupational
health and safety.
Caring for the environment and preserving
natural resources are among our top priorities. During the year, the Company allocated
over USD 1.3m to environmental protection,
and received no fines or penalties from
environmental authorities. Our Company
has been among the leaders of the Environmental Responsibility Rating of Metals and
Mining Companies in Russia compiled by the
World Wide Fund for Nature (WWF) and the
National Rating Agency.
We are planning to refocus our development
strategy in 2019 on expanding the Company’s presence in the global diamond market
while improving our operational efficiency
and investing in sustainability.
We will also maintain our focus on improving
our sustainability reporting system as well as
our commitment to transparency and openness. We hope that our stakeholders will
consider this Report a helpful source of information about AGD DIAMONDS’ performance
and its social and environmental impacts, as
well as an invitation to an open dialogue.
This Report is a result of close cooperation
between the Company and stakeholders
in 2018. We intend to continue open and
constructive dialogue with all those who are
interested in sustainable development of the
Russian mining sector.

Sergey Neruchev
Chief Executive Officer

S u s t a i n a b i l i t y R e p o r t 2 018
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AGD DIAMONDS
has prepared its first
Sustainability Report
in accordance with the
international Global
Reporting Initiative (GRI)
Guidelines and the best
non-financial reporting
practices. The Report
has been approved by
an independent auditor

Report Profile
Approach to report preparation | 8
Defining material topics | 9

1 | Repor t Prof ile

Approach to report
preparation
This sustainability report of AGD DIAMONDS
for 2018 is the Company’s first non-financial report. In 2018, AGD DIAMONDS made a
decision to issue annual non-financial reports,
thus continuing its policy of increasing its
openness and transparency, and ensuring its
sustainable development.
AGD DIAMONDS’ 2018 Report highlights the
Company’s principles of, and approaches to,
business conduct, its key economic, environmental, and social events and results, as well
as corporate governance and stakeholder
engagement.
The first sustainability report was prepared
using the international Global Reporting Initiative (GRI) Guidelines as the main standard.
The Report was prepared in accordance with
the Core option. It also covers topics recommended by the GRI Standards for the mining
and metals industries, and recognised as
material for AGD DIAMONDS. 102-54
The information published in the Report
complies with the principles of non-financial
reporting preparation in general and with the
principles recommended by the GRI Standards
in particular. 102-46

Materiality

Comparability
AGD DIAMONDS discloses key operational
metrics for two or three years so that its
stakeholders are informed on the progress
in implementing long-term programmes and
projects.

Accuracy
AGD DIAMONDS seeks to fully disclose information on all material topics. The Report is
submitted to an independent auditor for approval. The data included in the Report have
been approved by AGD DIAMONDS’ relevant
functions.

Timeliness
The Report’s main content comprises the
most significant and relevant AGD DIAMONDS’
focus areas, primarily in 2018. To provide
full and unbiased information, the Report
sometimes mentions the events taking place
before or after 2018.

Clarity
The Report is written in a simple and clear
way avoiding complex industry-specific terminology, and is structured in accordance with
the generally accepted themed sections. The
GRI Compliance Table allows readers to quickly find information on each material topic.

AGD DIAMONDS undertook a comprehensive
effort to identify significant (material) topics.
While defining the Report content, opinions of
Reliability
all stakeholder groups were considered.
The data for the Report preparation were subBalance
mitted by AGD DIAMONDS’ relevant functions.
AGD DIAMONDS discloses information on its
Information requests had been worded based
achievements as well as on its objectives and on the GRI Standards. Data collection and rechallenges currently being tackled.
port preparation are coordinated by the First
Deputy CEO for Economics and Finance. The

Report has been approved by an independent
auditor.

10

|

S u s t a i n a b i l i t y R e p o r t 2 018

This Sustainability Report discloses the data
on AGD DIAMONDS’ operations from 1 January to 31 December 2018. Considering that
the Report is its first non-financial report,
AGD DIAMONDS placed a special emphasis on
presenting the Company’s brief history and
business conduct approach. 102-50
Igor Dyukarev, First Deputy CEO for Economics
and Finance, supervises the Report preparation. Sergey Neruchev, the CEO, approves the

Report. The Report is published in English, the
next report’s scheduled publication date is
Q2 2020. AGD DIAMONDS plans to publish its
non-financial report annually. 102-32, 102-52
To increase stakeholder trust in the information disclosed in the Report, AGD DIAMONDS
engaged an independent auditor, PricewaterhouseCoopers, to approve the 2018 Report.
PwC’ opinion is available in Appendix 6 on
page 146. 102-56

Report boundaries 102-45, 102-46
1

AGD DIAMONDS’
functional currency
is the Russian rouble;
Grib Diamonds’ functional currency is the
United States dollar.
The United States
dollar was selected
as the presentation
currency to present
financial indicators in this Report.
The IFRS rules are
applied to translate
financial indicators
into the presentation
currency.

The report features consolidated financial
performance indicators for the Group – AGD
DIAMONDS and its wholly owned subsidiary
Grib Diamonds1.
AGD DIAMONDS acquired Grib Diamonds in
June 2018. Following the transaction, the data
on AGD DIAMONDS and Grib Diamonds were
consolidated. However, Grib Diamonds had
already been engaged in AGD DIAMONDS’ diamond product marketing and sales prior to the
transaction, since its establishment, and the
two companies acted for mutual benefit and

in close cooperation. In this Report, the two
companies’ pre-acquisition data have been
combined.
Since Grib Diamonds is not engaged in production, AGD DIAMONDS deems its environmental
footprint minimal, and environmental indicators are disclosed only for AGD DIAMONDS.
Grib Diamonds’ total headcount is not material (15 employees or 1% of the Group’s total
headcount), thus, the Report contains information on personnel and social topics only for
AGD DIAMONDS.

Defining material topics

2

The questionnaire
included all economic, environmental,
and social topics of
the GRI Standards
as well as industry-specific topics
recommended by the
GRI for the mining
sector.

From October to November 2018, in order to
define the Report content in accordance with
the GRI Guidelines, AGD DIAMONDS surveyed
its representatives and stakeholders to identify material topics.
A total of 33 questionnaires were received,
including 20 from shareholders, federal and
regional authorities, suppliers, clients, and
representatives of the expert and industry
communities. The other 13 questionnaires
were received from employees – heads of
functions, top managers, and the trade union.
The survey covered all GRI Standards topics
as well as additional industry-specific topics

selected by the working group responsible for
the Report preparation (from the list of GRI
recommended industry-specific topics). A total
of 41 topics were included in the questionnaire.2
The respondents evaluated topic materiality
on a scale of 0 to 3 where 0 means the topic is
not material for AGD DIAMONDS and 3 means
it is highly material. Based on the survey and
the working group’s decision, 29 topics were
recognised as material. The materiality matrix
shows the distribution and prioritisation of topics (for more details on AGD DIAMONDS’ sustainable development priorities see Ensuring
Sustainable Development, page 30). 102-46
S u s t a i n a b i l i t y R e p o r t 2 018
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Materiality matrix 102-47

Material topics

17
12 13
1

10

18

16

41

Importance for AGD DIAMONDS

20

32
25
23

Care for Employees

GRI-203 Indirect Economic Impacts

Contribution to Regional Development

4

Procurement practices

GRI-204 Procurement Practices

Economic Performance
Corporate Governance

5

Anti-corruption

GRI-205 Anti-corruption

6

Anti-competitive behaviour

GRI-206 Anti-competitive Behaviour

Corporate Governance

7

Materials

GRI-301 Materials

Environmental Protection

8

Energy

GRI-302 Energy

Environmental Protection

9

Water

GRI-303 Water

Environmental Protection

10

Biodiversity

GRI-304 Biodiversity

Environmental Protection

11

Emissions

GRI-305 Emissions

Environmental Protection
Environmental Protection

5

Environmental Protection

14

Supplier environmental assessment

GRI-308 Supplier Environmental Assessment

Economic Performance

15

Employment

GRI-401 Employment

Care for Employees

16

Employee and management awareness

GRI-402 Labor/Management Relations

Care for Employees

17

Occupational health and safety

GRI-403 Occupational Health and Safety

Safety Practice

18

Training and education

GRI-404 Training and Education

Care for Employees

19

Diversity and equal opportunity

GRI-405 Diversity and Equal Opportunity

Care for Employees

27

Local communities

GRI-413 Local Communities

Contribution to Regional Developmen
Environmental Protection

30

Customer health and safety

GRI-416 Customer Health and Safety

Economic Performance

33

Socioeconomic compliance

GRI-419 Socioeconomic Compliance

GRI Compliance Table

15

8
40

34

36

35

39

Sector specific topics
34

Economic category: Payments to governments

Economic Performance

35

Economic category: Innovation and investment

Economic Performance

36

Economic category: Mining waste management –
Overburden, waste rock, tailings, sludge – Risks, storage and disposal

Environmental Protection

38

Social category: Occupational health and safety management –
Maintenance and safety of production sites and plants

Safety Practice

39

Social category: Occupational health and safety management –
Risk of accident – Employees, contractors, and subcontractors

Safety Practice

40

Social category: Occupational health and safety management –
Education and training on health and safety issues

Safety Practice

41

Social category: Labor conditions –
Employee training and development

Care for Employees

22
29

Importance for stakeholders
12

28 26

4

GRI-202 Market Presence

Indirect economic impacts

GRI-306 Effluents and Waste

19

37 31

AGD DIAMONDS’ position in the local labour market

3

GRI-307 Environmental Compliance

38

21

2

Effluents and waste

2

6

Economic Performance

Environmental compliance

33

14

Section where the topic is disclosed

GRI-201 Economic Performance

12

7

24

Topic compliance with the GRI Standards

Economic performance

13

11

30

Topic title in the questionnaire

1

9

3
27

No
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Non-material topics
20

Non-discrimination

GRI-406 Non-discrimination

21

Freedom of Association and Collective Bargaining

GRI-407 Freedom of Association and Collective Bargaining

22

Child Labor

GRI-408 Child Labor

23

Forced or Compulsory Labor

GRI-409 Forced or Compulsory Labor

24

Training of security personnel in human rights policies

GRI-410 Security Practices

25

Rights of Indigenous Peoples

GRI-411 Rights of Indigenous Peoples

26

Human Rights Assessment

GRI-412 Human Rights Assessment

28

Supplier Social Assessment

GRI-414 Supplier Social Assessment

29

The Company’s Assets to Political Objectives

GRI-415 Public Policy

31

Marketing and Labeling

GRI-417 Marketing and Labeling

32

Customer Privacy

GRI-418 Customer Privacy

37

Social Category: Labor Management Relations

S u s t a i n a b i l i t y R e p o r t 2 018
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About
AGD DIAMONDS
AGD DIAMONDS produces
natural diamonds which are
sold through auctions in
Antwerp by its subsidiary Grib
Diamonds. AGD DIAMONDS’
key production asset, the
Grib deposit, is located in the
Arkhangelsk Region of the
Russian Federation
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Higher-end diamonds discovered at the Grib deposit | 18
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Business Model | 22
Awards and Achievements | 24
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Our History
Core activities

Joint Stock Company AGD DIAMONDS
(until 18 September 2018 – JSC Arkhangelskgeoldobycha) is one of the oldest mineral
prospecting, exploration, mining, and proces
sing companies in the northern part of Europe
an Russia. The main focus of AGD DIAMONDS
today is the development of the Grib diamond
deposit while continuing operations in its
traditional exploration segment. The Grib
deposit is located in the Mezensky District
of the Arkhangelsk Region, 130 km to the

north-east of Arkhangelsk. The deposit ranks
fourth in Russia and seventh globally in terms
of proved reserves, and is the largest diamond
deposit brought on stream in the last ten
years. The high quality of diamonds produced
by the Grib Mining and Processing Division
(the Grib GOK) is due to the non-explosive
kimberlite breaking techniques and advanced
beneficiation technology used to recover large
stones. 102-1, 102-5

The Grib deposit profile:

16
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Discovery year:

1996

Mining type:

open-pit

Life of mine:

17 years

Construction and preparations for commercial production:

2010–2013

Commissioning year

2013

Ramp-up to design capacity:

2015

Mine depth:

450 m

Mine diameter:

1.6 km

Plant’s processing capacity:

4.5 million
tonnes

Run-of-mine reserves:

275 million
tonnes

S u s t a i n a b i l i t y R e p o r t 2 018

The majority of diamonds mined at the Grib
deposit are sold via Grib Diamonds, a subsi
diary of AGD DIAMONDS since June 2018. Grib
Diamonds operates from Antwerp, Belgium,
and sells diamonds through spot market
online auctions. Grib Diamonds sales volumes
match the Grib deposit’s mining volumes. Diamond production is sold in Antwerp, a global

diamond trading hub, excluding 5% of the
products which under Russian laws remain in
Russia for sale as control batches through
Almazyuvelirexport, a state-owned enterprise.
Every year, Grib Diamonds holds ten auctions
for the sale of regular assortments of rough
diamonds, as well as two specials auctions
(10.8 carats and above).
S u s t a i n a b i l i t y R e p o r t 2 018
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AGD DIAMONDS’ charter capital
and structure
3
According to IFRS

AGD DIAMONDS’s charter capital is
RUB 3,874,137 (USD 64,0003) divided into
3,874,137 ordinary registered shares with
a par value of RUB 1 (USD 0.0165) each.

Since 24 May 2017, LLC Otkritie Industrial
Investments (part of Otkritie Group) has been
AGD DIAMONDS’ sole shareholder. Before
24 May 2017, AGD DIAMONDS was a subsi
diary of PJSC LUKOIL.

AGD DIAMONDS milestones
Over the course of its 87-year-long history,
AGD DIAMONDS has explored more than 400
deposits of oil and gas, diamonds, coal, oil
shales, water, non-ferrous, rare, and precious
metals, non-metallic minerals, cement, car-

1931–1995
Arkhangelsk State Geological Production Enterprise
(Arkhangelskgeoldobycha),
which existed in various
forms, conducted exploration in areas within the
present Arkhangelsk and
Vologda regions, the Komi
Republic and the Nenets
Autonomous Area. During
this period, various mineral
deposits were discovered.

18
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bonate minerals, chemical raw materials, and
building materials. The discoveries are scattered throughout the country, from the Baltic
Sea to the Arctic.

1995

1996

Open Joint Stock Company
Arkhangelskoe Geologo
dobychnoe Predpriyatie
(OJSC Arkhangelskgeoldobycha), the successor
of Arkhangelsk State Mineral
Prospecting, Exploration,
Mining, and Processing
Enterprise (Arkhangelskgeologiya), was registered.

The Grib diamond pipe,
named after Vladimir Pavlovich Grib,
a renowned Arkhangelsk-based geologist,
was discovered.

2002
The State Commission on
Mineral Reserves of the
Russian Ministry of Natural
Resources and Environment
confirmed diamond reserves
to a depth of up to 610 m.

2003

2014

2017

JSC Arkhangelskgeoldobycha
became a wholly-owned
subsidiary of Oil Company
LUKOIL.

The Grib GOK was
launched.

LLC Otkritie Industrial Investments purchased 100%
of shares in JSC Arkhangelskgeoldobycha.
A 181.68-carat diamond, the
largest in the entire history
of diamond mining in Europe,
was recovered at the Grib
deposit.
Production at the Grib deposit
surpassed the 10-million carat
milestone.
JSC Arkhangelskgeoldobycha was ranked first in the
Environmental Responsibility Rating of Metals and
Mining Companies in Russia,
an initiative of the World
Wide Fund for Nature (WWF)
and the Russian Ministry of
Natural Resources and Environment.

2002–2004
Exploration drilling
on the Grib pipe
reached a depth of
500 m. A total 98
exploration and 32
groundwater monitoring and survey wells
were drilled.

2005
The reserves report and
the mining feasibility study
passed the expert review
at the State Commission
on Mineral Reserves of the
Russian Ministry of Natural
Resources and Environment.
The Commission confirmed
the balance diamond
reserves based on the
drilling data. The Grib
deposit was approved
for pilot development.

2008–2013
Large-scale preparations
for commercial production
at the Grib deposit.

2015
Arkhangelskgeoldobycha
changed its legal form
from an open joint stock
company to a joint stock
company (JSC).

2016
The Grib GOK produced
the first 100 million m3
of run-of-mine ore.

2018
JSC Arkhangelskgeoldobycha
purchased 100% of shares
in Belgium’s Grib Diamonds
company to sell diamonds
produced at the Grib deposit.
JSC Arkhangelskgeoldobycha
formally changed its legal
name to JSC AGD DIAMONDS
to reflect its new marketing
policy and the brand’s global
positioning.
In December 2018, production
at the Grib deposit reached
the 18-million carat milestone.

S u s t a i n a b i l i t y R e p o r t 2 018
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Higher-end diamonds
discovered at the Grib deposit

Nikolay Koltsov Diamond

Vitaly Fortygin Diamond

Archangel Michael Diamond
The largest diamond ever discovered in Europe

57.03

carats

18 June 2018

181.68

31.76

carats

1 May 2018

carats

25.78

20 July 2018

56.35

carats

3 November 2018

carats

30.55

carats

21 September 2018

February 2017
20
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Location of Operations

AGD DIAMONDS’ headquarters: 168 Troitsky Avenue, Arkhangelsk.
AGD DIAMONDS does not manufacture products or render services prohibited
in Europe and North America.

102-2, 102-3, 102-4, 102-6
AGD DIAMONDS’ core diamond operations are
concentrated in the Russian Federation. The
Company’s diamond mining and processing
operations are located in the Mezensky District of the Arkhangelsk Region. Rough diamonds are delivered to Moscow for valuation
by the State Institution on Formation of the
State Fund of Precious Metals and Precious

Stones of the Russian Federation, Storage,
Release and Use of Precious Metals and Precious Stones (Gokhran of Russia). AGD DIAMONDS’ products are sold through auctions
in Moscow and Antwerp. AGD DIAMONDS’
principal place of business (headquarters) is
in Arkhangelsk, supported by a branch office
in Moscow.

Arkhangelsk, Russia
♦ Sorting
♦ Administration
(AGD DIAMONDS’ headquarters)

The Mezensky District
of the Arkhangelsk Region,
Russia
♦ Diamond mining and processing
♦ The Grib deposit
♦ The Grib GOK
22
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Moscow, Russia

Antwerp, Belgium

Dubai, UAE

♦ AGD DIAMONDS’
branch office
♦ Acceptance of rough
diamond supplies from
Arkhangelsk, valuation (Gokhran of Russia
experts), customs clearance, sales, and delivery
of rough diamonds to
Belgium.

♦ Display, re-sorting,
and sales of diamond
products

♦ Diamond promotion

Ramat Gan, Israel
♦ Diamond display
and promotion

Hong Kong, China
♦ Diamond promotion
S u s t a i n a b i l i t y R e p o r t 2 018
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Business Model

102-2, 102-6, 102-7, 102-16

Our resources

Financial resources

Nature
♦ We are fortunate
to develop the vast
subsoil resources
of the Arkhangelsk Region and
produce diamonds
which are globally
renowned for their
unique beauty

Competences

People
♦ We use water,
air, and the earth’s
resources in our
challenging task
of recovering
diamonds and
delivering them to
beauty lovers

♦ We care for the
environment and
strive to preserve
wildlife within our
operating region

♦ Highly experienced top management team

♦ People are our
greatest asset
that helps pool all
other resources to
achieve our strategic goals

♦ Best geologists
and metals and
mining specialists
in Russia

♦ Innovative production technology
♦ Corporate R&D

♦ Effective man
agement of sales
cash flow allows
us to support our
operations, meet
financial commit
ments, and invest
in future growth

Valuation

Sorting

Our diamond pipeline

AGD DIAMONDS’ office in
Arkhangelsk

The Gokhran of
Russia, Moscow

Processing

Supply chain
– Material procurement
– Contractor relations
Arkhangelsk

Business infrastructure

♦ Highly skilled
workforce

♦ The contribu
tions made by
our lenders and
investors laid the
foundation for
establishing robust,
integrated mining
and production
operations. Now
these investments,
having multiplied,
are paying back
as diamond sales
revenue

Exploration

Mining
The Grib deposit, the
Mezensky District of the
Arkhangelsk Region

Reputation
and tradition
♦ Over its long
history, AGD DI
AMOND has built
a reputation of
a highly ethical
company, which
helps our relations
with partners, em
ployees, and other
stakeholders

Sales
Marketing
Displays:
Russia (Moscow),
Belgium (Antwerp),
Israel (Ramat Gan)

Auctions:
Russia (Moscow),
Belgium (Antwerp)

The Grib GOK, the
Mezensky District of the
Arkhangelsk Region

HR management

Supply chain

Health and safety

Environmental
protection

Our added value
Operational excellence
We effectively manage our business,
as evidenced by:
♦ the high quality
of products we
offer to our cus
tomers
♦ the sustainable
growth of business
value we deliver

24
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♦ our careful and
maximised dia
monds recovery
♦ our growing tax
contributions to
public budgets.

S u s t a i n a b i l i t y R e p o r t 2 018

Eco-friendly business
♦ Our operations
have a minimised
environmental
footprint as evi
denced by objec
tive metrics

♦ We contribute to
maintaining biodi
versity
♦ We are an active
environmental
corporate citizen of
the region

Corporate social
responsibility
♦ We are an
attractive and
reliable employer
to our highly skilled
workforce
♦ We support our
people, improving
the quality of life
for our employees
and their families

♦ We contribute to
the development
of our operating
region
♦ We participate in
and organise social
and philanthropic
projects

Partnerships
♦ We are a reliable
business partner
across all elements
of the supply chain

♦ We fully satisfy
our debt obliga
tions and maintain
a high-quality port
folio of lenders

♦ We are an active
partner of research
and industrial
communities and
contribute our in
tellectual capital to
drive the innovative
development of the
metals and mining
industry and the
Russian economy
in general

Ethical business
♦ Our relations
with all stake
holders are based
on the principles of
transparency and
integrity
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Awards and Achievements
AGD DIAMONDS and its employees were recognised with numerous corporate
and individual awards, both federal and regional, in 2018.
♦ At the 4th MINEX Russia Mining and Exploration Forum, AGD DIAMONDS won the top
award in two categories:
> Breakthrough Solution of the Year –
for surface miner use in kimberlite and
tuffite production at the Grib deposit as an
alternative to drilling and blasting
> Social Responsibility – for the introduction of state-of-the-art environmentallyfriendly technologies and equipment, as
well as social support and charitable aid
for organisations and residents of the
Arkhangelsk Region.
♦ AGD DIAMONDS ranked fourth in the
Environmental Responsibility Rating for
Mining and Metals Companies of Russia
compiled by the Russian branch of the World
Wildlife Fund (WWF) and the National Rating
Agency with the support of the United Nations Environment Programme.

♦ AGD DIAMONDS was awarded a winner’s
diploma at the regional stage of the All-Russian contest, Russian Organisation of High
Social Efficiency, held by the Government of
the Russian Federation for the best occupational health and safety performance in the
industrial sector.
♦ AGD DIAMONDS’ employees, Deputy CEO
– Chief Engineer Anatoly Stakheev and De
puty Chief Mining Engineer Vladimir Burtovoy,
were awarded “Miner’s Glory” badges of
honour, 3rd class. Employees of the fuel and
energy sector receive this industry award from
the Russian Ministry of Energy for significant
individual contribution to the industry development, and many years of dedicated work.

♦ Evgeny Oleynikov, engineer at
AGD DIAMONDS’ operational and technical
department, won the 3rd class diploma for his
project “Technological Approach Development
♦ AGD DIAMONDS was recognised the Best
to Apply the Hydroseeding Technology in the
Industrial Organisation in the Arkhangelsk Re- Arctic Based on the Example of the Grib GOK”
gion at the regional contest, Best Organisaat the International R&D Contest
tion in Terms of Occupational Health, held of Technologies and Innovations for the
in the Arkhangelsk Region and the Nenets
Development of the Arctic and the
Autonomous Area (based on 2017 results).
Continental Shelf.
♦ Aleksandr Davitiashvili, AGD DIAMONDS’
Deputy CEO for Environmental Management
and Government Relations, was awarded a
badge of honour “For Merit to the
Arkhangelsk Region”.
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Involvement in External
Initiatives
102-12, 102-13

Company

Association /
organisation /
external initiative

Objective of the association/
organisation/initiative

Involvement of
AGD DIAMONDS /
Grib Diamonds

AGD DIAMONDS, Global Reporting
Grib Diamonds
Initiative

GRI’s key objective is to support companies in preparing their sustainability
reports.

In 2018,
AGD DIAMONDS published its first sustainability report using the
GRI Standards.

Grib Diamonds

Responsible Jewellery
Council

The Responsible Jewellery Council
spans the jewellery supply chain from
mine to retail, develops standards,
and certifies companies against social, environmental, and ethical standards. The Council has developed
its Chain-of-Custody Standard for
companies working with diamonds
and willing to prove their origin. The
Council requires that its members be
audited by an external auditor. The
Council currently comprises over 450
companies.

Grib Diamonds has
been a certified member of the Council since
2016. Its re-certification is scheduled for
2019.

Grib Diamonds

World Diamond
Council

The World Diamond Council is an
Grib Diamonds is a
industry organisation with a mission to member of the Council.
prevent conflict diamonds from entering the global supply chain and to
preserve the value attached to natural
diamonds. World Diamond Council is
the only organisation where the diamond trade is represented in full, from
producer to retailer, and includes the
most influential commercial businesses, not-for-profit organisations, and
individual companies in the industry
today.

S u s t a i n a b i l i t y R e p o r t 2 018

|

27

2 | A b o u t AG D D I A M O N D S

Company

Objective of the association/
organisation/initiative

Involvement of
AGD DIAMONDS /
Grib Diamonds

Company

AGD DIAMONDS, Kimberly Process
Grib Diamonds

The Kimberley Process is an organisation initiated by the global diamond
industry and civil society to prevent
conflict diamonds from entering the
legitimate trade.

Both AGD DIAMONDS
and Grib Diamonds
meet all the requirements of the Kimberley
Process Certification in
full.

AGD DIAMONDS Chamber of Commerce
and Industry of the
Russian Federation;
Committee on Support
to Entrepreneurship in
Extraction, Production,
Processing, and Distribution of Precious
Metals and Gems

The Committee has been established
to support the domestic market of
precious metals, gems, and relevant
products, to create conditions for integration into the global economic system, to attract investment in the gold
and platinum, diamond, and jewellery
industries, and to develop economic
and scientific relations within those
industries between Russia and foreign
countries.

AGD DIAMONDS’ First
Deputy CEO Gennady
Piven also acts as
Deputy Chairman of the
Council.

AGD DIAMONDS Russian Military Histori- The Russian Military Historical Society
cal Society
was created in 2012 to consolidate
the efforts of the state and society in
studying Russia’s military historical
past, to promote the study of Russian
military history and counteract attempts to distort it, to popularise the
achievements of military historical
science, raise the prestige of military
service, and foster patriotism.

AGD DIAMONDS Commission on Investment Policy and Competition Development
in the Arkhangelsk Region (under the Arkhangelsk Region Governor)

The Commission on Investment Policy AGD DIAMONDS is a
and Competition Development enmember of the Comsures interaction between state and
mission.
municipal authorities, public associations, credit institutions and other
organisations in the implementation
of the state investment policy of the
Arkhangelsk Region aimed at increasing investment activity and promoting
competition in the Arkhangelsk Region.

AGD DIAMONDS Public Council under
the Head of the City of
Arkhangelsk Municipal
Entity

The objective of the Public Council is
AGD DIAMONDS is a
to ensure favourable conditions for
member of the Council.
engaging citizens and representatives
of public associations in solving key
issues of Arkhangelsk economic, social,
and cultural development.

AGD DIAMONDS “Arctic: Territory of
Dialogue” International
Arctic Forum Organising Committee

The “Arctic: Territory of Dialogue” InAGD DIAMONDS is a
ternational Arctic Forum has been held member of the Organissince 2010 and is the largest forum for ing Committee.
discussing topical issues and prospects
for the development of the Arctic region with international partners.
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Association /
organisation /
external initiative

Objective of the association/
organisation/initiative

Involvement of
AGD DIAMONDS /
Grib Diamonds
AGD DIAMONDS is engaged in the Society’s
activities.

AGD DIAMONDS Public Environmental
Council at the Administration of the Mezen
District Municipal
Entity

The Council’s objective is to ensure
AGD DIAMONDS is a
interaction between local authorities
member of the Council.
and community representatives, businesses, relevant agencies and services
in order to develop coordinated decisions on exercising the powers of local
authorities to organise environmental
events in the Mezen District of the
Arkhangelsk Region.

AGD DIAMONDS Lomonosov Inter-Regional Public Fund

The Lomonosov Fund is a public
AGD DIAMONDS is enorganisation established in 1992 in
gaged in, and finances,
Arkhangelsk. The Fund’s objective is to the Fund’s activities.
continue Mikhail Lomonosov’s efforts
to restore the best scientific, cultural,
and educational traditions in the Russian North.

S u s t a i n a b i l i t y R e p o r t 2 018

|

29

Ensuring sustainable business
growth is a key priority
for AGD DIAMONDS.
The Company seeks to
achieve its goals while also
minimising its environmental
footprint, providing full
support for employees and
local communities, and
making prudent business
decisions

Ensuring
Sustainable
Development
Our strategy | 30
Integrating the UN Sustainable Development Goals (SDGs) | 32
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Our strategy

AGD DIAMONDS focuses on
enhancing its operational and
financial performance while ensuring maximum occupational
and environmental safety. We are
passionate about our social responsibility to employees and host
communities, and make steady
progress in sustainability and innovation in line with the best practices of the mining industry.

During the year, AGD DIAMONDS followed
the strategic development model approved in
2017. Our strategic plans included mining the
deposit to a depth of 350 m to develop the
proved mineral reserves in accordance with
our deposit mining project until 2028.
Between 2019 and 2020, the Company is
planning to develop a new business plan and
both medium- and long-term development
strategies until 2029. The new model outlines
a number of business development areas
reflecting our key priorities:
♦	Adjust the mining plan4 for deepening the
open-pit mine to a depth of 350 m and
The Company’s strategy and key goals are set
minimise losses of ore in wall pillars
by the Board of Directors. Our key strategic
♦	Invest in improving the mining efficiency
development goals over the medium term:
by increasing recoverability of larger crys♦	Increase the efficiency of mining, roll out
tals and reducing diamond losses during
non-explosive rock breaking technology,
processing
use innovative separation and recrushing
♦	Produce estimates of reserves; conduct
equipment at the processing plant
a feasibility study for open-pit mining of
♦	Deepen the open-pit mine as compared
diamonds at depths up to 400–450 m;
to the initial development plans to
conduct a geomechanical survey and build
400–450 m and estimate the potential for
a design model for increasing the mine
mining the underground reserves using
depth
the underground (combined) method
♦	Update the engineering solutions for
♦	Conduct the geological exploration of
efficient mining of underground reserves
areas adjacent to the Grib deposit to find
of the Grib pipe using the underground
new diamond deposits to replenish our
(combined) method
existing mineral resources
♦	Increase the expected life of mine by four
♦	Maintain a high level of social responsibi
to five years through new technology
lity within our operating region and ensure ♦	Implement the exploration plans for the
the overall sustainable development of the
period between 2020 and 2023 covering
Company
the Razlomny, Torfyanoy, Yuzhno-Verkhotinsky, and Krugly areas of the Primorsky
and Mezensky Districts of the Arkhangelsk
Region to find new resources and increase
the reserves (around 20 million carats)
♦	Optimise the Company’s debt portfolio
♦	Expand the Company’s presence in the
international diamond mining market
♦	Make social and environmental investments
4
According to the
technical report by
IMC Montan, an
independent advisor.
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Integrating the
UN Sustainable Development
Goals (SDGs)
We align our business goals with our sustainability priorities. We fully embrace the UN’s
global sustainability initiative for delivering
the Sustainable Development Goals by 2030
and have chosen ten goals as a benchmark
to follow in our business. Our considerations
when determining the key goals and aligning them with the UN Sustainable Develop-

ENSURING SOCIAL WELL-BEING
AGD DIAMONDS aims to offer decent pay and competitive social benefits to its employees while
creating the conditions for people development and ensuring the highest industrial safety

AGD DIAMONDS’ SUSTAINABILITY GOALS FOR 2019

Index the pay rate by 6.5% (in September 2019), raise
the base salary for highly qualified specialists

ment Goals included the Company’s profile,
key operating region, and the needs of local
communities, as well as the views and expectations of our stakeholders collected through
a materiality process for this Report (for more
details on the materiality process see Report
Profile, page 9).

Sustainable development goals
of AGD DIAMONDS and the UN SDGs

Increase the Company’s staff, provide jobs in the
operating region by hiring new employees to fill
vacancies and insourcing some previously
outsourced business processes

ENSURING ENVIRONMENTAL SAFETY
AGD DIAMONDS aims to both minimise its environmental footprint and improve
the environmental situation in its operating region

AGD DIAMONDS’ SUSTAINABILITY GOALS FOR 2019

Maintain environmental safety levels within
permissible limits while complying with
all requirements of the Russian laws
and regulatory licenses

Achieve a zero occupational injury rate, and maintain
the highest healthcare standards

Implement employee training programmes

Actively engage AGD DIAMONDS employees as
experts in public discussions of issues related to the
establishment of municipal solid waste landfills in
Moscow and the Arkhangelsk Region

34
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SOCIAL AND ECONOMIC DEVELOPMENT IN THE OPERATING REGIONS

ACHIEVING PROGRESS AGAINST KEY ECONOMIC INDICATORS

As a socially responsible company and a reliable partner of the regional authorities,
AGD DIAMONDS sees the sustainable development of the Arkhangelsk Region as a priority
goal to be delivered through creating strong shared value

AGD DIAMONDS seeks to increase its business value by leveraging its financial, intellectual,
and operational capabilities
AGD DIAMONDS’ SUSTAINABILITY GOALS FOR 2019

AGD DIAMONDS’ SUSTAINABILITY GOALS FOR 2019

Achieve operational excellence through innovative
processes and solutions

Delivering social programmes for our employees
and local residents
Ensure financial stability and returns for the Company’s
Shareholder

Engage in philanthropy
Improve supplier management system

Develop the international sales market
Maintain a positive dialogue with the authorities
towards common social and economic goals

RESPONSIBLE BUSINESS CONDUCT AND PREVENTION OF CORRUPTION
♦	Proactively engage in the activities
of academic and expert communities at the

AGD DIAMONDS strives to manage corruption risks effectively

international, federal, and local levels
♦	Cooperate with research organisations for
geological and gemmological surveys
♦	Contribute to the mining industry

AGD DIAMONDS’ SUSTAINABILITY GOALS FOR 2019

Approve the Anti-Corruption Policy

development

Set up a whistleblowing hotline, providing
the Company’s employees with the opportunity
to discuss or report any instances of corruption,
conflicts of interest, or ethical breaches within
the Company by phone or online

36
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Stakeholder
Engagement
Strong stakeholder
engagement is key
to developing a strategy
for AGD DIAMONDS’
sustainable growth.
The Company builds
long-term relations with its
stakeholders, respects their
interests and concerns, and
informs them about material
aspects of its operations
in a timely manner

Identification of Stakeholders and Approach to Stakeholder Engagement | 38
Stakeholder Engagement in 2018 | 42
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Identification of Stakeholders
and Approach to Stakeholder
Engagement
Strong stakeholder engagement is key to our
success in the longer term. The Company embraces an open and positive dialogue with all
groups of stakeholders. The scope and scale
of our business and the high level of top management involvement ensures that stakeholders are heard by the Company’s leadership
and the topics and concerns raised by them
are addressed as quickly as possible.

When identifying its key stakeholders,
AGD DIAMONDS considered entities materially
affected by the Company’s operations, as well
as individuals and entities that can have a
material influence on the achievement of the
Company’s strategic goals. 102-42

As part of our approach to stakeholder engagement, we:

1

2

3

4

5

6

identify the list
of stakeholders

assess the level
of mutual influence between
the Company
and stakeholders

identify the
key topics and
concerns of our
stakeholders

determine the
priorities and
format of engagement based
on the level of
mutual influence
between the
Company and
stakeholders

assign dedicated resources
responsible for
engagement
with specific
stakeholders

monitor the
effectiveness of
engagement and
collect feedback
from stake
holders

The overall principles of AGD DIAMONDS’
stakeholder engagement are articulated in
the Company’s corporate documents such
as the Code of Business Ethics, Information
Policy, HR Policy, and the Collective Bargaining Agreement. Our stakeholder en-

40
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gagement is based on fairness, mutual
respect, business transparency, and integrity.
AGD DIAMONDS engages stakeholders both
in Russia (at the federal and regional levels)
and internationally.

Stakeholders of AGD DIAMONDS

102-40

Shareholders and investors

Customers

First and foremost, the Company acts in the
best interests of its Sole Shareholder. Our key
priority aligned with the Shareholder’s goals
is to ensure the long-term sustainability of
our business while increasing its value.

The Company’s customers can feel confident that all our products are of high quality
and are at all times mined and produced
legally, responsibly and ethically. We value
our business reputation and are focused on
understanding the needs and interests of our
customers by collecting feedback from our
product consumers and maintaining an ongoing dialogue with them.

Federal and regional authorities
The Company is committed to maintaining a
highly positive dialogue with the authorities
to build robust and mutually beneficial relations that drive high economic performance
for AGD DIAMONDS and, consequently, boost
our federal and regional tax contributions.
Maintaining a dialogue at the local level,
both through cooperative agreements and
negotiations with partners, is of particular
importance for delivering a positive social and
environment impact for people of the Arkhangelsk Region.

Employees and the trade union
The Company’s employees with their experience and expertise are a primary source of
value and growth for our business. In addition to providing decent pay and competitive
social benefits, AGD DIAMONDS also encourages its employees to speak up and sincerely
share their views and concerns. Rather than
an intermediary between the Company and
employees, the trade union is our partner
in creating a safe environment for our employees to fulfil their needs and realise their
potential.

Suppliers and business partners
Our relations with suppliers and business
partners are driven by our mutual respect,
commitment to long-term relationship, and
confidence in each other’s reliability and
integrity. We are always open to engaging in
constructive business talks or discussions of
industry-specific topics, as well as addressing
challenges or concerns.

Non-governmental organisations
(social, environmental, charitable)
We care that the Company has no negative
environmental footprint, and that its social
and charitable projects bring tangible benefits
to society. Dialogue with NGOs is, therefore,
crucial for building an effective strategy for
corporate social responsibility.
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The well-being of local communities within our core operating region is a key part of
our corporate social responsibility agenda.
While using the natural resources of the
Arkhangelsk Region AGD DIAMONDS also
greatly contributes to local development by
paying taxes and creating new jobs, as well
as through social and charitable projects. We
care that local communities have a positive
view of the Company’s operations and the
resulting contribution to local economy. The
leadership of AGD DIAMONDS, however, considers it equally important to take notice of
any negative views or constructive criticisms.

Corporate management
The senior leadership of AGD DIAMONDS is
responsible for the overall management of
the Company, making an invaluable contribution to our business. Leveraging its knowledge, experience, and expertise to drive the
Company’s success and value, the senior
leadership of AGD DIAMONDS enjoys sufficient freedom to use their judgement, with
their performance and services rewarded and
recognised accordingly.

Expert community
Research community
We leverage our relations with the expert and
research communities and our involvement
in industry initiatives and dialogues to get
important insights and expert views, consolidate our business, and grow in line with best
practices. We rely on state-of-the-art research
to upgrade our technology, minimise the environmental footprint of our operations, and
capture more value.

Customers

Mass Media
The Company is committed to building its
long-term business reputation and raising
the awareness about its activities through
transparent and honest engagement with
the media. We highly value our relations with
both federal and regional media, seeing media
publications as an important channel for the
Company to bring its message across to local
communities and all other stakeholders.
AGD DIAMONDS is open to a dialogue with
journalists and editors and seeks to boost the
Company’s profile in the media.

Influence of stakeholders on the Company

Local communities

A matrix of mutual influence between
stakeholders and AGD DIAMONDS

Mass
Media

Research
community

Nongovernmental
organisations

Federal and regional
authorities

Corporate
management

Shareholders and
investors

Employees
and the trade union

Shareholders and
investors

Expert
community

Local
communities

The Company’s impacts on stakeholders
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Stakeholder Engagement
in 2018
102-43, 102-44

Stakeholders

Engagement channels

Engagement frequency

Relationship owners

Key topics and concerns

2018 highlights

Shareholders and investors

>M
 eetings of the Board of
Directors

> A s required, and as matters
within the competence of
the Board of Directors arise
> Once a year

> Board of Directors
> CEO
> First Deputy CEO for Economics and Finance
> Corporate Service Office

> Business value growth
> Performance
> Business transparency
> Business risks

> The Annual General Meeting of Shareholders, and election of the Board of Directors
(nine resolutions passed by the Sole
Shareholder)
> Six meetings of the Board of Directors
> Investor disclosures

> CEO
> Deputy CEO for Environmental Management and
Government Relations

> Support for the develop> A cooperation agreement signed between
ment of operating regions
AGD DIAMONDS and the administration
> New jobs and social stability
of Arkhangelsk
> Compliance, including with > A cooperation agreement signed between
environmental and industriAGD DIAMONDS and the administration
al safety regulations
of the Mezensky District
> Regular tax payments

> CEO
> Human Resources Office

> Long-term employment and
the Company’s attractiveness as employer
> Decent work and social
benefits
> Safety at workplace
> Training and development
opportunities

>A
 nnual General Meeting of
Shareholders
>A
 nnual Report, Sustainability Report
>D
 isclosures on the Company’s website, publication of
press releases
> Disclosures on the website of
PRIME Business News Agency
> Investor presentations
>E
 xchange of opinions at
business meetings
Federal and regional
authorities

Employees and the trade
union

44
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> Annually
> During the year

> A s required
> During the year
> During the year

>P
 articipation in working
groups, joint meetings, and
roundtables
>E
 ngagement in public private partnership projects
>E
 ngagements under cooperation agreements with
regional authorities

> During the year

>M
 anagement’s meetings
with employees
>R
 emuneration and social
support for employees
>C
 ollective bargaining
agreement
>C
 orporate media
>E
 mployee surveys
>F
 eedback boxes
>T
 rade union meetings

> During the year

> During the year
> During the year

> During the year
> Once every three years
> Once a month
> A s required
> During the year
> Once every two months

> Corporate social programmes for employees
> Employee training and certification
> Health resort treatment organised for
employees and their family members
> Cultural initiatives and sports events organised for employees and their family members
> 10 issues of the corporate newspaper,
Almazy Pomorya, released
(published since March 2018)
> A new collective bargaining agreement
signed for 2018–2020
S u s t a i n a b i l i t y R e p o r t 2 018
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Stakeholders

Engagement channels

Engagement frequency

Relationship owners

Key topics and concerns

2018 highlights

Customers

>B
 usiness meetings
>P
 roduct displays organised
>A
 specialised trading platform set up for auctions

>D
 uring the year
>A
 s required
>D
 uring the year

> CEO
> Head of Grib Diamonds
> Board of Directors at Grib
Diamonds

> Product quality and prices
> Transaction support and
security

> Diamond auctions through the online trading platform of Grib Diamonds, our trading
subsidiary
> Exploring opportunities to enhance product
assortment

Suppliers and business
partners

>S
 ourcing tenders
>C
 ontracting
>B
 usiness meetings
>P
 articipation in conferences
and trade fairs
>M
 arket research

>A
 s required
>A
 s required
>D
 uring the year
>D
 uring the year

> First Deputy CEO for Economics and Finance
> Procurement Office
> Heads and staff of operating units

> Equal opportunities for all
market players (tenders,
anti-corruption initiatives)
> Responsible collaboration
in meeting mutual commitments

> A visit to a Komatsu plant manufacturing
hydraulic mining excavators
> A working meeting with the President of
Wirtgen Int. GmbH, Mathias Pichler, to discuss the acquisition and after-sale service of
Wirtgen mining equipment
> Expanding relations with PJSC Rostelecom:
since 2018, Tele2, a subsidiary of Rostelecom, provides mobile and high-speed data
services to employees of AGD DIAMONDS in
Arkhangelsk

>P
 articipation in public and
community events
>P
 hilanthropy
>D
 isclosures on social responsibility initiatives
>C
 ollecting requests via
available communications
channels

>D
 uring the year

> Administration Office
> Press Service
> Deputy CEO for Environmental Management and
Government Relations
> Ecology Department

> Corporate social responsibility
> Development of operating
regions
> Environmental protection

> Charitable aid to the Centre of Children’s
and Adolescent Psychiatry of the Arkhangelsk Regional Clinical Mental Hospital,
the Geolog Pedagogical Centre, VeteranGeologorazvedchik non-governmental
organisation, and other organisations and
entities
> Charitable aid to the Russian Orthodox
Church: purchase of equipment to complete
the construction of a church in Arkhangelsk

>C
 haritable events
> Involvement in the government’s regional development projects
>D
 isclosures in the regional
media
>F
 eedback to requests from
local residents

>D
 uring the year
>D
 uring the year

> Administration Office
> Press Service
> Human Resources Office

> Minimising the environmen- > Charitable aid to cultural and education
tal footprint
institutions in the Mezensky District
> Support for infrastructure
> Supporting an Arkhangelsk-based team of
development
young swimmers and their participation at
> Social initiatives in the opthe Championship of Russia for Persons with
erating region
Physical Impairment
> Job creation
> A tour of AGD DIAMONDS organised for students of the Solovetsky Sea Cadet School in
Arkhangelsk
> Support for Arkhangelsk orphanages: the
Rembuevo Orphanage and the Luchik Children’s Help Centre

Non-governmental
organisations
(social, environmental,
charitable, etc.)

Local communities
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>A
 s required

>D
 uring the year
>D
 uring the year
>D
 uring the year

>D
 uring the year
>D
 uring the year
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Stakeholders

Engagement channels

Engagement frequency

Relationship owners

Key topics and concerns

2018 highlights

Corporate management

>M
 eetings of the Board
of Directors
> The management’s
assessment of performance
against KPIs

>A
 s required

> Board of Directors

> Decent pay
> Fair allocation of responsibility areas among top
managers
> Social status related to employment at the Company

> Management refreshment in 2018:
appointments of CEO (Sergey Neruchev),
First Deputy CEO (Gennady Piven), and First
Deputy CEO for Economics and Finance (Igor
Dyukarev)
> Two executive directors were appointed at
Grib Diamonds in 2018: Igor Prokhorenko
and Igor Bokov

Expert community

>P
 articipation in conferences, > D
 uring the year
forums, seminars/workshops, and meetings
>B
 usiness meetings
>D
 uring the year
>C
 orrespondence, exchange
>D
 uring the year
of views

> Heads of stakeholder-facing
functions of the Company

> Support for the industry
> Participation in the 14th Annual Mining and
development
Exploration forum, MINEX Russia
> Improvements to legislation > AGD DIAMONDS is a partner of the Presi
dium of the Expert Council for Developing
Remote Territories, responsible for improving business climate and investment appeal
of the Russian Extreme North, Far East, and
Arctic territories
> Presentation by the Deputy Head of Ore
Mining, Grib GOK, at the 6th International
Forum, Arctic Projects: Today and Tomorrow

Mass Media

>P
 ublication of press releases
>P
 reparation of information
materials
> Interviews and comments
by the Company’s
representatives
>D
 isclosures on the official
website of the Company

>D
 uring the year
>D
 uring the year

> Press Service
> IT Office

> Informational transparency
> Sustainable development

> 50 press releases published
> Three interviews by top managers organised
for leading media
> 802 publications covering the Company’s
activities carried by the media during 2018
> 60 news releases published with quotations
from the Company’s representatives

> Participation in research
conferences and forums
> Participation in meetings
of R&D councils
> Joint projects with research
centres, universities, etc.

>D
 uring the year

> First Deputy CEO
> Deputy CEO –
Chief Engineer

> Support for the promotion
of geological research
> Expanding educational opportunities and promoting
scientific research

> A Scientific and Technical Council established at AGD DIAMONDS
> Participation of AGD DIAMONDS in the
International R&D Contest of Technologies
and Innovations for the Development of the
Arctic and the Continental Shelf
> Participation in the workshop on the Diamond Reserve Replenishment in the Arkhangelsk Region: Challenges and Solutions
> Participation in the roundtable on the Rationale for Introducing Criminal Liability for
Unauthorised Mineral Extraction
> Participation in the International Customs
Forum

Research community
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AGD DIAMONDS’ corporate
governance system is based
on the principles of integrity,
transparency, and efficiency.
A well-balanced governance
structure and a focus
on maintaining an impeccable
reputation through highly
ethical business conduct
are the cornerstones of
the Company’s corporate
governance

Corporate
Governance

Governance Structure | 50
Risk Management | 55
Business Integrity | 60
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Governance Structure

LLC Otkritie Industrial Investments has a 100% stake in AGD DIAMONDS
and acts as its Sole Shareholder.

AGD DIAMONDS’ governance structure 102-18

In 2018, the Shareholder made the following
decisions:
♦	On the approval of AGD DIAMONDS’ 2017
Annual Report
♦	On the approval of AGD DIAMONDS’ 2017
annual accounting (financial) statements,
including the Income Statement
♦	On the election of members
to the Board of Directors
♦	On the election of members
to the Audit Commission
♦	On the election of the CEO
♦	On the approval of AGD DIAMONDS’
auditor for 2018

Sole
Shareholder

CEO

Audit
Commission

Board
of Directors

General Meeting of Shareholders (Sole Shareholder) 102-22
AGD DIAMONDS’ supreme governance body is
the General Meeting of Shareholders vested
with a wide range of powers covering the key
aspects of the Company’s operation, including
the following:
♦	Approval of AGD DIAMONDS’ Articles of
Association
♦	Reorganisation and liquidation of
AGD DIAMONDS
♦	Charter capital reduction/increase
♦	Election of members to the Board
of Directors
♦	Election of members to the Audit
Commission

52
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♦	Auditor approval
♦	Dividend payout (declaration)
♦	Approval of the annual report, annual
accounting (financial) statements, and
income statements
♦	Profit distribution
♦	Approval of major transactions, interested
party transactions, and property transactions
Currently, the Sole Shareholder (the Shareholder) is vested with the full range of powers
of AGD DIAMONDS’ General Meeting of Shareholders, and performs the respective duties of
governing the Company.

♦	On the 2017 profit distribution, including
dividend payout (declaration)
♦	On the approval of the Regulations
on the Board of Directors
♦	On the approval of the Regulations
on Remuneration and Compensation
to Members of the Board of Directors
♦	On the approval of major transactions
and interested party transactions
♦	On the approval of the new version of
AGD DIAMONDS’ Articles of Association
♦	On the change of AGD DIAMONDS’
legal name 102-34

Board of Directors

5
Approved by the
Board of Directors of
the Bank of Russia on
21 March 2014.

The Board of Directors is elected by the
General Meeting of Shareholders (currently,
by the Shareholder’s decision made at its sole
discretion) for one year. The Board of Directors is responsible for the general management of AGD DIAMONDS’ operations, excluding matters reserved for the General Meeting
of Shareholders. The powers of the Board of
Directors are specified in the Federal Law On
Joint-Stock Companies and in AGD DIAMONDS’

Articles of Association. The size of the Board
of Directors is determined by the General
Meeting of Shareholders (the Shareholder’s
decision made at its sole discretion) and totals
from five to nine members. Nomination to the
Board of Directors complies with the Corporate Governance Code5 and takes into account
on a mandatory basis such factors as the area
of expertise, education, independence, and
work experience. 102-24

The Chairman of AGD DIAMONDS’ Board of Directors does not act
as the Company’s CEO. 102-23
The members of AGD DIAMONDS’ Board of
Directors have all necessary knowledge to
address strategic, operational, and financial
matters, as well as professional experience in
mining. For granular study and understanding
of AGD DIAMONDS’ operations, development
strategy, and key risks, Directors hold regular
meetings with AGD DIAMONDS’ top manage-

ment. Moreover, Directors can hold formal
and informal meetings with top and middle
managers to discuss a variety of matters and
regularly share information needed for participation in meetings of the Board of Directors,
as well as for timely and informed decision
making. 102-26, 102-27
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The Board of Directors is responsible for the
following matters:
♦	Business priority determination
♦	Election and termination of powers
of the CEO
♦	Approval of the agenda of the Annual
General Meeting of Shareholders
♦	Recommendations on the amount of remuneration and compensation to members of
the Audit Commission, and determination
of the auditor’s fee
♦	Recommendations on the amount of dividend per share
♦	Use of AGD DIAMONDS’ reserve and other
funds
♦	Branch establishment (liquidation) and
representative office opening (closing)
♦	Approval of AGD DIAMONDS’ registrar, the
terms of the contract with the registrar,
and termination of the contract
♦	Resolution of matters associated with the
licence renewal to continue or to renounce
using the subsoil of the Verkhotinsky diamond project
♦	Decision-making on the approval of AGD
DIAMONDS’ annual budget, as well as
amendment of the annual budget if such
amendment implies variations in the main
budget items exceeding 10%
The CEO is responsible for notifying the Board
of Directors about all material events related
to AGD DIAMONDS’ operations. To perform
their functions efficiently, Directors are provided with the following information on AGD
DIAMONDS:
♦	Materials (documents, clarifications, presentations, etc.) prepared for the meeting
of the Board of Directors
♦	Data from AGD DIAMONDS’ annual report
and the report on financial and business
operations
♦	Data from AGD DIAMONDS’ annual accounting statements (including the statement of profit or loss)

♦	Data from AGD DIAMONDS’ budget, as
well as relevant explanatory notes and
materials submitted for approval by the
Board of Directors
♦	Information disclosed by AGD DIAMONDS
at the request of one or more Directors
Directors can ask for clarification on any topic
and request additional information by sending
a letter to the Chairman of the Board of Directors and the CEO. 102-27
The Board of Directors’ performance is assessed by the Shareholder at the annual
re-election of the Board of Directors. In 2018,
the composition of the Board of Directors
was reviewed thrice. Thus, the reporting year
saw four compositions of the Board of Directors, the latest one having been elected on
20 December 2018 (for more details on AGD
DIAMONDS’ Board of Directors’ compositions
see Appendix 1, page 128). 102-28
In 2018, the Board of Directors made the following decisions:
♦	On the election of the Chairman, Deputy
Chairman, and Secretary of the Board of
Directors
♦	On the convocation of the Annual General
Meeting of Shareholders
♦	On the approval of AGD DIAMONDS’ 2018
budget
♦	On the approval of major transactions and
interested party transactions
♦	On the purchase of shares in a foreign
legal entity
♦	On the approval of AGD DIAMONDS’ registrar
♦	On the preliminary approval of the 2017
Annual Report and annual accounting
statements
♦	On recommendations to the Shareholder
on the 2017 profit distribution, including
dividend payout (declaration)
♦	On the determination of the auditor’s fee
♦	On the approval of AGD DIAMONDS’ 2019
budget 102-34

CEO
The CEO is the sole executive body responsible
for managing day-to-day operations. The CEO
reports to the Board of Directors and the General Meeting of Shareholders (the Shareholder).
The CEO’s scope of authority covers all matters related to managing AGD DIAMONDS’
day-to-day operations, excluding matters
reserved for the General Meeting of Shareholders or the Board of Directors. The CEO
arranges for the implementation of decisions
made by the General Meeting of Shareholders
and the Board of Directors. The CEO is elected
by the Board of Directors for a maximum term
of three years.
The CEO’s main scope of authority is as follows:
♦	Representing AGD DIAMONDS in all Russian and foreign commercial and nonprofit organisations, in interactions with
public and local authorities, as well as in
citizen relations
♦	Drafting AGD DIAMONDS’ business priorities
♦	Ensuring efficient management of
AGD DIAMONDS’ day-to-day operations
♦	Developing business plans, financial and
commercial plans, as well as preparing
AGD DIAMONDS’ budget and work programmes

♦	Making decisions on amending
AGD DIAMONDS’ budget approved by the
Board of Directors if such amendment implies variations in the main budget items
exceeding 10%
♦	Signing, amending, or terminating deals,
contracts, or agreements taking into
account the limitations set by
AGD DIAMONDS’ Articles of Association
and the applicable laws of the Russian
Federation
♦	Approving AGD DIAMONDS’ rules, procedures, and internal documents
♦	Issuing orders, regulations, guidelines, and
instructions binding on all
AGD DIAMONDS’ employees
♦	Approving the organisational structure and
staffing list
♦	Appointing and dismissing employees
♦	Opening AGD DIAMONDS’ bank accounts
♦	Organising the accounting process
♦	Submitting AGD DIAMONDS’ Annual Report for preliminary approval by the Board
of Directors
♦	Notifying the Board of Directors about
all material events related
to AGD DIAMONDS’ operations
♦	Ensuring and controlling the implementation of decisions made by the Shareholder
and the Board of Directors

Management organisation in economic, environmental, and social aspects
All governance bodies are responsible for
economic, environmental, and social decision-making within the scope of their authority – the Sole Shareholder, the Board
of Directors, the CEO, and heads of business
units. 102-29, 102-20

AGD DIAMONDS has in place relevant business units, committees, and commissions
responsible for solving economic, environmental, and social issues in line with
AGD DIAMONDS’ approved local regulations.
102-20

AGD DIAMONDS’ Articles of Association do not provide for the creation
of the Management Board.
54
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Risk Management
Economic
tasks

Environmental
tasks

Economic Planning Office
Tender Committee
Auction Commission
Budget Committee
Technology and Economics Council

Ecology Department

Within the scope of his/her authority, the
CEO empowers officers and business units,
sets up relevant committees and commissions
to perform economic, environmental, and
social tasks, approves regulations on business
units, committees, and commissions, and verifies their decisions.
The CEO holds regular meetings with top and
middle managers to discuss various issues,
including those related to economic, environmental, and social topics. The CEO guides
managers on the development and approval
of AGD DIAMONDS’ relevant local regulations.
102-19
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Social
tasks

Human Resources Office
Trade Union Committee
Commission on Collective
Bargaining, Project
Preparation, Collective
Bargaining Agreement
Signing, and Execution
Monitoring

Economic, environmental, and social topics
are also reviewed at the meetings of the
Board of Directors when making decisions
within the scope of its authority. 102-31
In case there is a need to discuss critical
issues arising in the course of day-to-day
operations, AGD DIAMONDS’ top management
uses any channel of communication to notify
the Directors or the Shareholder, depending
on their respective scope of authority.
A decision is then made as to whether or not
an Extraordinary General Meeting of Shareholders or a meeting of the Board of Directors
is to be held. All matters related to day-to-day
operations are discussed with the Shareholder
as necessary. 102-33

AGD DIAMONDS seeks to leverage its
strengths while continuously working on
areas for improvement and exploring growth
prospects and opportunities for the Company. A key tool for effective business planning
is analysing and addressing threats that can
adversely impact the Company’s operations.
The risk management system, therefore, is a
key part of building the Company’s strategy
and managing day-to-day operations.
The Company’s key risks include:
♦	volatility of the natural diamond market
♦	risk of natural diamonds being replaced
with synthetic products in the smaller
stone segment
♦	limited resources available to the Company
♦	process risks related to diamond mining
and processing.
These risks are offset by a number of opportunities, including:
♦	potential diamond mining opportunities
confirmed by experts at deeper ore body
horizons as compared to the initial development projects for the Grib deposit
♦	marketing positioning of natural diamonds
as natural products with special consumer
properties
♦	potential discovery of new diamond pipes
around the Grib deposit
♦	technological capabilities for improving
the quality (size) of mined diamonds.
102-15

Strategic risks are managed at the level of the
Board of Directors and CEO of the Company,
while key operational risks are managed by
top management (at the level of Deputy CEOs
for business segments), other operational
risks managed by heads of functions. 102-30
The precautionary principle is the cornerstone of risk management at AGD DIAMONDS,
which is implemented through analysing potential negative impacts and scenarios when
assessing the potential of a project (initiative)
before deciding to go ahead. The Company
explores all potential options to avoiding
or reducing negative impacts. If a negative
scenario cannot be avoided with a high
degree of certainty, the management
of AGD DIAMONDS can stop the project
or initiative altogether. 102-11
The Company understands that any risk can
have an indirect impact on sustainability if it
can even slightly limit the Company’s ability
to implement its policy or social, economic,
environmental, or industrial safety measures.
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Managing key sustainability risks 102-15
Groups of sustainability
risks

Aspects

Brief description

Risk management activities in 2018

Environmental risks

Process

Risks of process technology violations
which can result in harmful emissions in
excess of maximum permissible concentrations

> Upgrade ventilation maintenance
> Implemented design solutions
systems of the Power Supply Facility
and implemented the mining plan
> Start the build-up of the tailings dam
(production programme)
> Conducted regular site inspections
> C
 onducted technical inspections and preventive maintenance of machinery and equipment

Environmental

Risks that the process systems will be unable to withstand extreme natural events
(underground water inflows, extreme
temperatures, etc.)

> Conducted geomechanical monitoring
> Upgraded 26 dewatering wells
> Constructed the fourth mine drainage line

> Upgrading 37 dewatering wells
> Increased the throughput of the mine
drainage

Human error

Risks of deliberate or accidental environmental damage

> P
 rovided training to employees on environmental protection management
> T
 ook high-level measures to improve working
conditions
> M
 onitored compliance with safety standards

> Maintain decent working conditions
at the Company
> Develop the incentive system
> Sign a Collective Bargaining Agreement
> Implement social programmes

Technical condition
of operating facilities

Failure and emergency risks

> Implemented design solutions and the mining
plan (production programme)
> C
 onducted regular inspections
> C
 onducted maintenance and preventive maintenance

> Upgrade the operating systems
> Conduct regular inspections and
preventive maintenance

Natural risks

Risk of injury due to natural emergencies

> Conducted regular civil defence and emergency trainings
> M
 onitored compliance with the industrial
safety standards and policies

> Provide industrial safety training
> Ensure operational control

Human error

Risks of non-compliance with the process
technology and resulting injuries

> P
 rovide industrial safety training
> C
 onducted a special assessment of working
conditions
> P
 rovided employees with special clothing and
personal protective equipment

> Provide industrial safety training
> Conduct a special assessment of
working conditions
> Provide employees with special
clothing and personal protective
equipment

(environmental impact risk)

Safety risks
(risks of injury)
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Plans for 2019 and for the medium term

Key documents
governing risk
management
Environmental
policy

Occupational
Health and Safety
Policy
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Groups of sustainability
risks

Aspects

Brief description

Risk management activities in 2018

Plans for 2019 and for the medium term

Key documents
governing risk
management

Social

Personnel motivation

Risks of lower employee motivation and
satisfaction levels, resulting in lower
performance

> A
 pproved the new Collective Bargaining
Agreement
> Implemented multiple social initiatives

> Implement the Social Programme
> Build a recreation centre in the deposit’s shift camp

HR Policy

> Implement employee training programmes

Code of Corporate
Ethics

(risks related to interactions with
employees and communities)

For more details see Care for Employees, page 80

Inadequate staff skills

Risk of process technology violations

> Implemented employee training programmes
> Implemented young talent development
programmes

Collective Bargai
ning Agreement

For more details see People Training and Development,
Care for Employees, page 82

Regional risks

Skilled staff churn due to the insufficiently
high quality of life in the region

> Offered employees a competitive
compensation package
> Implemented regional development
programmes

Corporate Training
Regulations

> Implement regional development
programmes

For more details see Contribution to Regional Development,
page 122

Economic
(risks of reduced economic
benefits from our sustainability
efforts)

Integrity risk

Risks of corruption and conflicts of interest

> Reorganised the security function
> Updated policies and regulations

> A
 pprove the Company’s Anti-Corruption Policy

Reliance on suppliers and
contractors

Risks associated with independent power
supply and reliance on equipment and
materials suppliers

> O
 ptimised procurement
> M
 oved to an online B2B trading platform
> U
 sed transparent real-time rebidding with
bidders
> A
 chieved full energy security by moving
generating unit maintenance in-house

> M
 ove the fuelling system in-house
> Increase the transparency of fuel and
lubricant (motor fuel and fuel oil)
procurement
> Take other measures to reduce the
share of outsourced production
processes

For more details see Supply Chain, Economic Performance,
page 69
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Risk of default (on credit, tax,
or social liabilities)

Risks due to the inability to meet liabilities
owed by the Company

> E
 nsured full loan covenant compliance
> O
 ptimised the structure of social liabilities

> B
 uild a growth business plan and
forecast model for 2019–2029 factoring in all potential liabilities
> Negotiate with lenders to optimise
leverage

Macroeconomic risks

Diamond, foreign exchange, and financial
market volatility risks

> E
 xpanded to new sales markets by launching
diamond product displays in Israel in late 2017
> Implemented a policy of balancing opposite
FX cash flows and awcquired new customers
(in China and North America)

> L
 aunch a branch in Dubai, UAE
> Expand the customer base in China
and India through establishing direct
relationships

Customer acquisition and
retention risks

Risks of customer base erosion and lower
financial stability of buyers

> E
 xpanded the customer base through optimising the product mix
> Offered products on a 100% down payment
basis

> R
 eview and optimise the product mix
> Update the Know Your Client6 procedures, and analyse client solvency

Information security

External and internal cyber-security risks

> T
 he Company’s IT system has become fully
self-supporting and independent of external
outsourcing

> Implement the critical IT security
programme

Procurement
Regulations

Compliance Rules

Information Policy
Rules

6
Know Your Client
(KYC) – a framework
of procedures for
identifying, verifying,
and monitoring
transactions with
clients to support
efforts aimed at
preventing unlawful
activities such as
tax evasion, money
laundering, and
the financing of
terrorism.
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Business Integrity
Our standards and values

We put impeccable business reputation and
the highest level of corporate ethical standards at the heart of our operations. The
Company requires that its top management
and all employees strictly comply with the
Russian laws and generally accepted ethical
standards and rules, and expects the same
from its business partners.
AGD DIAMONDS’ Code of Business Ethics
outlines the standards and guidelines for the
conduct of the Company and every employee
both inside and outside of the Company.
The key standards and values contained in
the Code of Business Ethics and binding on
the Company and each of its employees are
as follows:
♦	Ensure strict regulatory compliance in all
activities
♦	Respect the rights and interests of each
employee and prevent any kind of discrimination

♦	Comply with the standards of business
ethics, treat partners and other stakeholders with respect, and avoid any form of
unfair practices
♦	Counter corruption and corruption-prone
behaviours
♦	Care about the Company’s reputation in
performing one’s job duties and delivering
business results
♦	Meet the highest occupational health and
safety standards
♦	Care about the environment and ensure
an environmental and economic balance
between operations and environmental
safety
♦	Be cooperative and transparent in relations with the government authorities and
avoid obstructing them in the discharge of
their duties
♦	Avoid conflicts of interest and prevent
conflicts of interest from affecting the
Company’s business 102-16

No complaints on unethical or unlawful behaviour of employees, or other individuals or
stakeholders of the Company were recorded in 2018. 102-16
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Anti-Corruption Policy
In conducting its business, AGD DIAMONDS
is guided by the law and generally accepted
standards of ethics and integrity. The Company has zero tolerance for any form of corruption or use of corrupt or insufficiently transparent methods by its employees or partners.
Our anti-corruption efforts focus on:
♦	ensuring legality, transparency, and competitiveness of procurement procedures
♦	anti-corruption monitoring
♦	engaging employees on issues related to
our Anti-Corruption Policy and raising their
awareness
♦	conducting anti-corruption due diligence
on prospective counterparties (partners)
♦	managing conflicts of interest.

Managing conflicts of interest 102-17, 102-25
AGD DIAMONDS regularly assesses corruption
risks to identify potentially dangerous situations at the corporate or functional level.
During the reporting year, the following
functions of the Company were assessed for
corruption risks:
♦	Administration
♦	Precious Stones
♦	Procurement
♦	Accounting and Reporting
♦	Transportation 205-1

No instances of corruption were identified in 2018; the level of corruption risks in the
assessed functions was determined as insignificant. 205-3
Risks of corruption and conflicts of interests are also assessed on an ongoing basis
when entering into contracts with business
partners. When negotiating a contract, the
Company’s counterparties are required to
provide a set of documents, which undergo a
thorough verification by the Company’s relevant functions for corruption or other legal
breaches. When entering into a contract, the
Company checks whether the counterparty
was chosen on valid grounds or whether it
is affiliated with the Company’s employees
in order to identify potential collusions for
gain with third parties and related execution
schemes.

The following procedures are additionally
used by AGD DIAMONDS to assess corruption
risks:
♦	Exit surveys to identify instances of abuse
or corruption by the Company’s employees
♦	Investigations of potential ties between
the Company’s employees and organised
crime
♦	Identification of persons who deliberately
cause damage to the Company to benefit
its contractors (damage to equipment, etc.)
To increase the awareness and understanding
of corruption risks by its employees, the Company holds awareness and training events.
For instance, all new employees are required
to read documents governing their employment and learn about the methods to prevent
corruption and conflicts of interests from their
supervisors and relevant specialists.
205-2

The Company respects the personal interests of its employees and their rights to have
interests unrelated to their employment at
AGD DIAMONDS. The Company’s interests and
performance, however, must not suffer from
disloyalty or bias of its employees caused by
personal, family, or other factors.
AGD DIAMONDS, therefore, is focused
on managing conflicts of interests as a top
priority. 102-25
The Company’s key policy is that its employees must not either directly or indirectly
conduct business with its suppliers or competitors otherwise than for the Company.
The key guidelines for our employees
to handle conflicts of interest are detailed
in the following documents:
♦	Code of Business Ethics
♦	Employee Conflict of Interest Regulations
of AGD DIAMONDS

In order to prevent a conflict of interest,
the Company employs a range of different
awareness-raising methods and formats:
♦	When hiring a new employee or changing job duties, the Company verifies the
employee’s social, family, or property
relations through all legitimate means
available
♦	All employees must familiarise themselves
with the procedure for identifying and
settling conflicts of interest
♦	Heads of business units assess on-the-job
performance of their subordinates to identify potential risks of a conflict of interest
♦	Employees must at all times review own
actions and actions of their colleagues for
a potential conflict of interest and immediately report any suspicions to managers
If a suspected conflict of interest is confirmed,
the Company will:
♦	limit the employee’s involvement in
decision-making with respect to the area
The Commission on Business Ethics
affected by the conflict of interest
is a permanent collective body of the Company set ♦	change the employee’s job duties in line
up to implement the ethical standards and rules,
with applicable legislation
monitor compliance with them, develop guidelines ♦	in the most challenging and ambiguous
on business ethics, and resolve difficult ethical
cases, the Company’s top manager can
issues.
consult the Commission on Business Ethics

In Q1 2019, AGD DIAMONDS plans to launch
a whistleblowing hotline through which the
Company’s employees and other individuals
will be able to discuss or report any instances

of corruption, conflicts of interest, or other ethical breaches within the Company by
phone or online.

The list of the Company’s affiliates is published quarterly on the
website of PRIME Business News Agency. 102-25
The Company monitors interested party transactions,
which trigger approval procedures when identified.

AGD DIAMONDS’s Anti-Corruption Policy was adopted in 2019.
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The steady growth
of AGD DIAMONDS’ business
has been driven by highquality production base
and effective financial
management. The Company
is the second largest player
in the Russian diamond
mining market and accounts
for about 3% of the total
global diamond production.
In 2018, its IFRS consolidated
net sales reached USD 370.7m
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Position in the Industry and
Operational Performance
7
World diamond
reserves in 2017,
source: https://
www.statista.com/
statistics/267905/
world-diamond-reserves-by-country/.
The estimate of AGD
DIAMONDS’ balance
diamond reserves
as at 31 December
2017 is based on the
reserves approved by
the State Commission
on Mineral Reserves
of the Russian
Ministry of Natural
Resources and
Environment minus
the total diamond
production since the
start of mining.

Global diamond production today is concentrated in 30 major deposits, with most of
them located in Africa, Russia, Canada, and
Australia. The majority of the deposits are
mature assets, except for a handful of new
developments, including the Grib deposit.
AGD DIAMONDS’ proved reserves as at early
2018 were close to 3.9% of the world diamond
reserves.7 Over the past three years, our current production has accounted for 2.9%–3.4%
of the total global production, and we are the
second largest player in the Russian diamond
mining market, having grown to 12% in 2018
from 9% in 2016.

AGD DIAMONDS has been mining diamonds
at the Grib deposit since 2013 and has produced 18 million carats of diamonds over that
period.
We produced 22.176 million m3 of run-of-mine
(ROM), or approximately 3.4 million tonnes of
ore, at the Grib deposit in 2018.
On 30 December 2018 we mined our fivemilionth carat since the start of the year, in
line with our annual production plan.
Among the diamonds recovered in 2018 five
are exclusive gem-quality diamonds with a
combined weight of 201.47 carats; the biggest
one – weighing 57.03 carats – was named
after Nikolay Koltsov, a pioneering geologist.

Operational Highlights, 2016–2018 102-7

*
2016–2017 actuals:
https://diamondproducers.com/
diamond-industry/
productionstats/,
2018 estimate: Bain
Diamond Report
2018.
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AGD Diamonds is focused on a well-balanced
Net sales, USD ’000
business strategy to deliver steady growth in
shareholder value, improve the well-being of
our people, and contribute to the sustainable
295,016
356,414
development of our operating region, the
Arkhangelsk Region, through the taxes we pay,
the investment we make in infrastructures, the
support we offer to local suppliers, and our
social investments.
All these goals can only be achieved through
AGD DIAMONDS’ steady growth. As with the
years preceding, our financial position was
healthy and our key performance indicators
grew in 2018. Our IFRS consolidated net sales
reached USD 370.7m in 2018, up 4% year-onyear, with IFRS EBITDA growing by 8% from
2017.
2016

2016

2017

2018

Diamonds mined by AGD DIAMONDS, thousands carats

3,838

4,414

5,015

World diamond production,* thousands carats

126,400

150,926

147,000

AGD DIAMONDS’ share in total production

3%

3%

3%

Russia’s production, thousands carats

41,196

44,028

41,764

AGD DIAMONDS’ share in Russia’s total production

9%

10%

12%
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Financial and Economic
Performance

In 2018 AGD DIAMONDS significantly increased its tax contributions to both federal
and regional public budgets, paying USD 49m
to the Arkhangelsk regional budget (USD 39m
in 2017) and USD 7m to the federal budget
(USD 6m in 2017). AGD-1

2017

370,688

2018

This substantial increase was due to several
reasons such as:
♦	the rouble depreciation against the US
dollar (diamonds are valued in US dollars)
♦	higher prices for rough natural diamonds as
per the pricing sheets published by Gokhran
of Russia in January and October 2018
♦ higher physical volumes of production.

S u s t a i n a b i l i t y R e p o r t 2 018
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Supply Chain

Tax payments, 2016–2018, USD ’000 AGD-1

* Does not include the
insurance contributions paid to the
Pension Fund of the
Russian Federation
and deducted from
employees’ pay.
** Personal income
taxes paid to the regional budget include
the budget of the
Arkhangelsk Region
(85%), Arkhangelsk,
and the Mezensky
District (15%).
*** Personal income
taxes paid to the
Moscow budget
include the budget of
the Moscow Region
(85%) and Moscow’s
local budget (15%).
**** Tax consolidated
group, which included
AGD DIAMONDS
when it was part of
LUKOIL Group (until
1 January 2017).

Budget

2016

2017

2018

Federal

4,126

6,248

6,969

Taxes

1

483

1,390

Insurance contributions*

4,126

5,765

5,579

Regional**

25,323

38,620

49,089

Taxes (personal income tax, mineral extraction tax,
property tax, transport tax)

25,323

38,620

49,089

Moscow

19

75

196

Taxes (personal income tax***)

19

75

196

TCG****

4,794

–1,437

–

Taxes

4,794

–1,437

–

AGD DIAMONDS’ supply chain is an integrated
system of interrelated elements, from sourcing materials and services from suppliers to
selling rough diamonds to end customers.

Suppliers

Grib Diamonds

Materials and
equipment,
services

Diamonds,
rough
diamonds

* Indicator calculation method is
available in Appendix
2 on page 129.
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2017

2018

Direct economic value generated:

357,037

371,887

Income

357,037

371,887

Economic value distributed, including:

196,892

184,553

Operating costs

86,052

74,056

Employee wages and benefits

31,148

36,407

Payments to providers of capital

36,801

30,651

Payments to government

42,041

42,697

Social investments

850

741

Economic value retained

160,145

187,334

S u s t a i n a b i l i t y R e p o r t 2 018

End customers

Diamonds,
rough
diamonds

Direct economic value generated and distributed, 2017–2018, USD ’000 201-1
Indicator

Effective supply chain management relies on
both internal factors and the existing arrangements for counterparty interactions.
102-9

AGD DIAMONDS

AGD DIAMONDS selects suppliers, contractors, and providers responsibly and sees its
counterparties as partners in creating value
for both internal and external stakeholders.
We increasingly expect all those in our supply
chain to comply with our priorities in sustainable development, as well our standards for
industrial and environmental safety, business
ethics and employee rights.
The third parties contracted for productionrelated works or services at the deposit site
must meet AGD DIAMONDS’ specific requirements for industrial and environmental safety.
We will not contract work or service from
an organisation that has a previous record
of workplace accidents. Controlled access is

Products with
diamonds
or polished
diamonds

Polished
diamond produ
cers and sellers,
diamond dealers,
and buyers of
industrial
diamonds

another safeguard – contractors are required
to present all necessary documents, permits
and licences at security checkpoints to access
the GOK site. 308-1
Any prospective supplier for AGD DIAMONDS
must have in place regulatory documents
regarding environmental management system, including an environmental operational
control programme, and a dedicated environmental protection function within the organisation. On top of that, such company should
have no complaints or notices from environmental watchdogs for three years prior.

S u s t a i n a b i l i t y R e p o r t 2 018
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8
We make no prepayments to minimise
the risk of sub-par
products being
supplied and prevent
poor suppliers from
bidding. When
no prepayment is
made, we take out a
bank guarantee as
security. Any changes
to the payment terms
require Budget Committee approval.

First Deputy CEO for Economics and Finance,
who is in charge of Procurement, oversees our
supplies, with procurement decisions made by
the Tender Committee, a dedicated collective
procurement body. Some purchasing decisions
can be made by the CEO under the Regulations on Procurement.
AGD DIAMONDS’ procurement is governed by
several local regulations:
♦	Regulations on Procurement
♦	Provisional Regulations on Procurement
and Supply
♦	Regulations on Contracting
♦	Regulations on Contractor Due Diligence
When Signing Contracts
♦	Regulations on Dead Stock Management

AGD DIAMONDS’ key procurement principles:
♦	Openness and transparency – achieved
through ensuring access to purchasing
information for suppliers
♦	Competitiveness – achieved by prioritising product manufacturers, its dealers, or
distributors
♦	Fairness – no discrimination against or unfair restriction of competition for bidders
♦	Value for Money — appropriate and efficient spending focused on cost cutting
♦	Integrity – no prepayments are made and
payments for the products delivered are
deferred8
In 2018 AGD DIAMONDS contracted 467 suppliers, with 99% of them being Russia-based
businesses. As much as 36% of the suppliers
are based in the Company’s host region –
Arkhangelsk and the Arkhangelsk Region.
Procurement totalled USD 104,819,000
net of VAT in 2018. 204-1

Total procurement, 2016–2018
2016

2017

2018

Number of suppliers

426

423

467

Total procurement amount, USD ’000, net of VAT

83,807

97,390

104,819

2016

2017

2018

425

422

464

188

141

166

Non-Russian suppliers

1

1

3

Total

426

423

467

Suppliers by region, 2016–2018

Russian suppliers, including
those based in Arkhangelsk or Arkhangelsk Region
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One distinct feature of our supply chain is explained by
AGD DIAMONDS’ geography of operations – we focus our exploration
effort on the Mezensky District in the Arkhangelsk Region and when
obtaining mining licenses we commit to showing preference to Russian
contractors and subcontractors, including those based in the Arkhangelsk
Region. All else being equal – such as quality, lead times, guarantees,
on-time delivery, prices, and qualifications – AGD DIAMONDS prioritises
local businesses in awarding contracts for works, services, or equipment,
software, or technical solutions required to use our licensed areas

Procurement system
Stage 1.
Procurement
planning

Stage 2.
Supply chain
management

Stage 3.
Control over the use of
materials and equipment

Our procurement planning is
driven by AGD DIAMONDS’
production and investment
programme which determines
the annual demand for goods
and services considering
warehouse inventories.
Procurement procedures
are scheduled based on the
procurement plan, which is
reviewed and adjusted on a
quarterly basis.

Any purchases of materials
or services worth over RUB
500,000, or about USD 8,000,
are done through a competitive procurement process, i.e.
a bidding process, tenders,
auctions, online auctions.
When signing a contract,
AGD DIAMONDS conducts
a due diligence on any prospective counterparty to
ensure delivery of contractual
obligations.
A counterparty due diligence
report prepared by our relevant functions is valid for one
quarter.

Our Procurement team screen
warehouse inventories for
stale stocks on a regular basis.
All inventories for which no
movements have been recorded over an extended period
of time are classified as either
contingency (emergency)
stock, or as dead stock.
A standing Committee for Inventories and Dead Stock has
been established to manage
and monitor the use of such
inventories in production.
In 2019, AGD DIAMONDS will
consider the use of bar codes
at the Company’s warehouses
to speed up stock movements
and inventory accounting.

Until mid-2017, AGD DIAMONDS had been
part of LUKOIL, a major Russian energy
holding company. This had had a significant
impact on production process set-up, infrastructure, supply chain, and pricing during
the planning and development stages for
the Grib project, with multiple companies

within LUKOIL’s core businesses involved in
production processes. Following its exit from
LUKOIL Group, triggered by a change in ownership, AGD DIAMONDS started redesigning
its procurement system in a push to create a
more effective supply chain. This process was
completed in 2018. 102-10
S u s t a i n a b i l i t y R e p o r t 2 018
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Key changes in our procurement
system in 2018
Procurement process:

Contractor relations
(transition to insourcing):

♦	New Regulations on Procurement were
♦	Our Power Supply Facility was fully
developed
transitioned to self-maintenance
♦	A threshold amount for a competitive
procurement process requiring no approval ♦	Our IT system was shifted from outsourcing to insourcing and is maintained now by
by the Tender Committee was reduced to
our in-house IT Office
RUB 500,000 (USD 8,000), from RUB 1.5m
♦	Our mine drainage system and pumping
(USD 24,000)
equipment of the processing plant were
♦	The list of procurement procedures was
switched to self-maintenance
expanded
♦	Procedures for face-to-face price
negotiations were introduced
♦	We accelerated decision-making on
procurement through decentralisation
In addition, an e-trading solution was introduced in late 2017 and has been used extensively in our B2B open trading platform,
supported by recently improved methods used
for counterparty checks run early on.
AGD DIAMONDS is continuously improving its
procurement process, with plans to approve
in 2019 the Regulations on Procurement and
Supply, and the Guidelines on Preparing and
Holding Tenders to Select Suppliers and Contractors.

In the mid-term, we will continue shifting
from contracted services to insourcing for fuel
storage facility maintenance while transitioning from single-source procurement of fuel
and lubricants from LUKOIL to open, competitive sourcing from qualified suppliers done
quarterly.

Customer Interaction
Maintaining and developing customer rela♦	Full control over the sorting, final concentions is a top priority in AGD DIAMONDS’ sales
tration, and valuation processes involving
policy. We guarantee our customers genuine
independent inspectors
natural diamonds of stated quality and ensure ♦	Proper certification of the exported prodconfidence in our products through the folucts in line with the Kimberley Process
lowing procedures:
Certification Scheme
♦	A well-established procedure for sorting, final concentration, and preliminary
valuation of the diamonds mined, run in
full compliance with all applicable Russian
laws and international market standards

In 2018 and throughout the entire period of diamond mining and selling, no cases of
non-compliance with international or Russian laws were recorded as regards the quality
or provenance and authenticity of AGD DIAMONDS’ products.
Most of the natural diamonds we produce are
sold outside Russia, with sales and customer
interaction functions concentrated within Grib
Diamonds, an AGD DIAMONDS subsidiary.
In 2018, Grib Diamonds’ revenue reached USD
320.5m, with over USD 1bn (USD 1,096.42m)
worth of diamonds sold between 2014
and 2018.
Grib Diamonds’ revenue, USD m

74

|

S u s t a i n a b i l i t y R e p o r t 2 018

25,19

163,77

268,68

318,30

320,48

2014

2015

2016

2017

2018

Grib Diamonds is a member of the World Diamond Council and the Responsible Jewellery
Council, which bring together diamond companies that are committed to high social, environmental, and ethical standards.
Grib Diamonds’ office is located in the very
heart of Antwerp’s diamond district in Belgium.
Two small streets in Antwerp are home to over
1,500 companies, including some major diamond producers, experts, and sellers, which
makes Grib Diamonds well-positioned to directly
engage with its business partners. Grib Diamond
also displays its products in its office and on the
Israel Diamond Exchange in Ramat Gan ahead
of an auction. The displays are attended by
customers from Belgium, the UAE, China, India,
and Israel. We expect to launch a sales office
in Dubai, UAE, in 2019 to make our customer
experience even better.
Grib Diamonds senior managers make annual
visits to the production sites of their clients in
India, Israel, and China, which helps foster good
relations with the owners and leaders of diamond manufacturing companies.

S u s t a i n a b i l i t y R e p o r t 2 018
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Grib Diamonds also sends representatives to
jewellery and diamond shows held annually
in Mumbai, Basel, Las Vegas, and Hong Kong,
where they meet major players in the polished
diamond market, get insights into current trends
in local markets, and seize opportunities to
attract new customers.
Within our established sales platform, during
2018 we sold rough diamonds via spot auctions
held 10 to 12 times per year. In 2019, to enhance the stability of our sales system, we plan
to consider selling some of our products under
long-term contracts to be signed following an
auction.

Over the period since September 2014, Grib Diamonds’ auctions have attracted bids from 243
companies, of which 156 bought our rough diamonds at least once. According to our statistics,
every auction we hold attracts an average of
100 companies examining the rough diamonds
on offer, with approximately 70 companies placing bids, and about 30 actually buying from us.
Buyers from Belgium, the UAE, Hong Kong,
India and Israel, which are controlled by Indian shareholders, accounted for approximately
84% of sales in 2018, with diamond-cutting
also mostly done in India. The remaining
products were acquired by representative offices of Chinese, Israeli, Belgian, and Lebanese
companies located in various countries.

In 2018 diamond manufacturers and vertically
integrated companies offering jewellery through
own retail chains bought 66% of our rough
diamonds. Traders bought 26% of our diamond

Consumers of AGD DIAMONDS’ rough diamonds in 2018

3% Retailers
5% Financial sector

26% Traders

66% Manufacturers

Origin of companies-buyers in 2018

1% Lebanon
3% Belgium
6% China

How we sell our diamonds

6% Israel
84% India

Location of buyers in 2018
Belgium

China

USA
Hong Kong

India
UAE
Israel
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production, with the remaining 8% purchased by
the so-called “Antwerp financiers”, private investors who focus on minor diamond manufacturers
in India and small independent retailers.

Diamond displays usually start six days before
an auction is held, or ten days in case of diamonds weighing 10.8 carats or more (specials).
Grib Diamonds has seven main showrooms
for clients and one extra room equipped with
scales, lamps, testers, and cameras.
Grib Diamonds shares with its clients the
results of large diamond sorting and scanning, as well as data on the composition of
lots, prices at the previous auction, and the
starting price range at the current auction.
Covering 40–45 deals at once, auctions are
held on an e-auction platform for 2.5–3.5
hours. Deals may include one to seven lots
(called splits or diamond parcels) that are
very similar in composition. In a case like
that clients place bids for any number of lots
between one and seven giving a price for an
average “theoretical” lot. The auction system will identify the lots a customer wins
and the spread between the “theoretical”
and real lot price, which usually does not
exceed 0.1%.

Lots are usually priced between USD
150,000 and USD 350,000. Bids are accepted
from any logged-on electronic devices from
anywhere in the world. Grib Diamonds uses
a multi-round ascending clock auction. An
auction lasts until the demand meets the
supply (the number of lots).
A client may place a bid with a price below,
equal to, or higher than the requested price in
order to get to the next stage. However, only
the latter two options guarantee his further
participation in the action. During an auction
a client sees the price of the next round, knows
the demand-supply balance as at the end of
the previous round, and the value at risk.
The winner buys a lot at the price set by
the highest losing bid. This methodology
is based on the auction theory by William
Vickrey, a Nobel laureate in economic
science. This approach gives the bidders
the incentive to bid their true value on the
goods – and not fear overpaying due to incomplete information.
S u s t a i n a b i l i t y R e p o r t 2 018
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Investments
and Innovations

3

Investment activities AGD-2

Our key investment areas are aligned with
AGD DIAMONDS’ strategic objectives.
The acquisition of 100% of shares in Belgium’s
Grib Diamonds was our key investment highlight in 2018. The move is expected to facilitate building a more balanced value chain for
stakeholders and expand our footprint in the
world diamond market.

With the Company’s production complex now
fully established, we continue investing in
optimising mining and processing operations,
upgrading the water removal system, and
improving operational self-sufficiency.
AGD DIAMONDS’ investment in core activities
grew to USD 9m (RUB 565m) in 2018 from
USD 8.5m (RUB 495m) in 2017.

Key areas of investment in 2018

1
2
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Production asset upgrades
AGD DIAMONDS continued to consistently upgrade and retrofit its processing plant, as well as
the mine’s dewatering well system and drainage
as some production assets were reaching the
end of their service life and changes were made

to the mining process with gradually deeper
mine and tougher strength characteristics of the
rock mass, coupled with our continued focus on
higher mining efficiency. In addition, in 2018 we
purchased new mining vehicles.

Production process innovations
♦	Since late 2018, the Grib GOK has been
♦	In 2018, the Grib GOK deployed a tech
applying XRT, an innovative technology for
nology to reinforce the slopes of the
X-ray transmission sorting of diamonds.
tailings dam rockfill (spanning an area
Data supplied by the X-ray camera is
of 25,000m2) by hydroseeding perennial
grasses. This has improved operating
processed using a special algorithm and
safety, minimised erosion impacts on the
its density image is then analysed by the
slopes, and improved their exterior looks.
separation chamber computer. A spotted
Hydroseeding is a resource-efficient and
diamond gets sorted out from the feed.
environmentally sustainable technology.
♦	Layer milling of kimberlite with a Wirtgen
♦	Fitting the dewatering well pumps with
2500SN miner was introduced. The layer
innovative BLDC motors, which the Commilling and grinding of ore is superior to
pany purchased in 2018, has resulted in
drilling and blasting, or mechanical openlower frequency of repairs, lower power
ing by bulldozers and excavators. First,
costs of the dewatering process, and
mining costs are much lower; second, the
higher energy conversion efficiency.
technology enables setting up the depth
of milling, thus minimising the losses
resulting from dilution.

S u s t a i n a b i l i t y R e p o r t 2 018

Environmental investments
The Grib deposit launched a vehicle wash
that uses more environmentally-friendly and

effective methods of washing the mining
equipment.

In 2019, we will continue our focus on investing
in business growth, new opportunities, and modernisation. Our key areas at investment in 2019:
♦	Exploration of sites adjacent to the Grib
deposit
♦	Continued modernisation of the processing
plant
♦	Process automation at the production site
and within the supporting areas
♦	Building a recreation centre in the
deposit’s shift camp

♦	Continued upgrades to dewatering wells
♦	Purchases of equipment due to insourcing
maintenance services for the Power Supply
Facility, critical facilities, processing plant
equipment, and the fuel storage area
♦	Introduction of an automated process control system at the fuel storage area
♦	Procurement of a refuelling complex and
three emergency diesel generators

Innovations
Development and introduction of innovations
into production processes is a vital part of
AGD DIAMONDS’ long-term strategy and is
essential to our sustainable growth.
AGD DIAMONDS has an extensive R&D programme and is focused on continuously
upgrading skills of its employees through
training at educational institutions while also
participating in conferences and forums to
share best practices with other companies. We
are aware that innovative technology boosts
productivity and economic performance.
AGD DIAMONDS has established a Scientific
and Technical Council to identify strategically
important areas for innovation, implement
research projects, introduce new technology,
and address the Company’s current production

tasks. With two members holding doctoral
degrees and six PhDs, the Council is a permanent advisory body under the Company’s CEO.
AGD DIAMONDS involves a large number of
counterparties in its R&D and innovation projects, including international companies that
focus on exploration and operational optimisations and efficiencies.
AGD DIAMONDS’ innovative efforts focus on:
♦	growing the resource base and acquiring
additional geological data
♦	improved protection of mining operations
against ground and surface water
♦	improved operational efficiency of the
processing plant
♦	studying diamond properties and developing the process for mechanical sorting.

In 2018, AGD DIAMONDS won the first prize in the Breakthrough Solution of the Year category
at MINEX Russia Mining and Exploration Forum for its project “The Use of Surface Miners in
Kimberlite and Tuffite Production at the Grib Deposit as an Alternative to Drilling and Blasting”.
At the International R&D Contest of Technologies and Innovations for the Development
of the Arctic and the Continental Shelf”, the Company’s project “Technological Approach
Development to Apply the Hydroseeding Technology in the Arctic Based on the Example of
the Grib GOK” was awarded a laureate diploma.
S u s t a i n a b i l i t y R e p o r t 2 018
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Care
for Employees
AGD DIAMONDS employs
over 1,100 people and has
an established reputation
as an attractive and
responsible employer,
offering high pay and
attractive social package
to its employees, and
ensuring compliance with
all human rights standards
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Workforce Profile
9
All data in this
section of the Report
is provided as at
31 December of the
reporting year.

AGD DIAMONDS employs a large number
of people. The Company’s staff consisted of
1,100 employees9 as at 31 December 2018,
with most of them (81%) employed at the Grib
GOK in the Arkhangelsk Region.
In 2018, the Company's headcount increased
by 13% year-on-year due to integrating em-

ployees of a contractor company servicing the
Grib GOK’s Power Supply Facility as the Company’s FTEs. In addition, new employees were
hired to staff the functions that were moved
to insourcing, such as security equipment
maintenance, fire alarm and fire suppression
systems maintenance, and IT management.

Headcount in 2016–2018 102-7

Employees by region 102-8

953

973

1,100

2%
Moscow

17%
At AGD DIAMONDS, we believe that our staff
are our greatest asset and a key driver of our
success. As a socially responsible employer,
the Company is committed to creating a favourable working environment that helps employees to develop and fulfil their potential.
AGD DIAMONDS’ staff management policy is
focused on attracting, supporting, and developing talent.
Since 2017, AGD DIAMONDS has in place an
HR Policy which informs the key areas of the
Company’s staff management.
AGD DIAMONDS strives to:
♦	attract highly skilled professionals and put
their capabilities and potential to best use
♦	implement corporate training programmes
for employees

♦	ensure decent remuneration
♦	continuously improve employees’
performance.
AGD DIAMONDS has earned a reputation in
the Arkhangelsk Region as an attractive employer and seeks to maintain this reputation
with its employees and business partners.
AGD DIAMONDS strictly complies with employment rights legislation and goes beyond
by signing a Collective Bargaining Agreement
with its employees. The agreement regulates all material issues directly related to
labour relations between the employees and
the Company. A new, 2018–2020 Collective
Bargaining Agreement was signed in 2018.
102-41

Pursuant to the Russian Labour Code and the Collective Bargaining Agreement,
employees shall be informed in writing of any impending amendments to the employment
contract no later than two months before such amendments are made.
The Collective Bargaining Agreement covers all AGD DIAMONDS employees. 402-1, 102-41
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Arkhangelsk

81%

Arkhangelsk
Region,
Mezensky
District
2016

2017

2018

Employees by employment contract

10
Employees are
workers that work for
the Company under
employment contracts. Workers who
are not employees
are persons that work
(perform activities for
the Company) under
other contract types.

10%
Fixed-term
contracts

90%
Permanent
contracts

All AGD DIAMONDS employees are full-time
employees, 90% of which work under permanent employment contracts. All workforce
data in this Report refer to AGD DIAMONDS’
full-time employees as the share of non-employees10 in the Company is negligible.
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Employee training in 2018, man-courses

Employees by gender

17%
Women

83%
Men

The bulk of AGD DIAMONDS’ employees are
men (83%), which is explained by the nature of
the Company’s business as a mining enterprise.
The Company does not use different pay rates
for men and women performing same or similar tasks in similar roles. 405-2

Employees by age

9%
Under 30 years

72%

30–50 years

19%

Almost three quarters of AGD DIMAONDS’
personnel (72%) are in the 30 to 50-year age
group which is characterised by vast professional experience and expertise. The average
age of the Company’s employees is 39 years.

Over 50 years

Personnel Training
and Development

Employee training and development areas

Number of
man-courses

Workshops and trainings

52

Upskilling

41

Professional retraining

7

Mandatory occupational health and safety training and certification programmes
for employees

454

Blue-collar employees retraining and cross-training for blue-collar employees

75

TOTA L

629

A total of 534 AGD DIAMONDS employees, or 53% of the Company’s total
headcount, underwent training and development in 2018.
The amount of investment into corporate training programmes in 2018
was USD 64,000.
Employees trained in 2018 by category

395 Blue-collar workers
56 Managers

Corporate training framework
AGD DIAMONDS is focused on enhancing its
employees’ professional skills and developing
their expertise in line with the Company’s
Development Strategy. This helps improve the
working conditions in the Company and enables flexibility that is required by the modern
diamond mining market. AGD-7
Since 2017, AGD DIAMONDS has in place Corporate Training Regulations. In line with the
Regulations, the training process is based on
annual employee training plans. The corporate training framework covers all employee
categories – management, specialists, and
blue-collar employees.
The areas covered by the Company’s training
programmes:
84
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♦	Upgrading employee skills within their
area of expertise
	> Upskilling – updating employees’ theoretical knowledge and practical skills
	> Professional retraining – training programmes focused on the acquisition of
additional knowledge required to perform
new types of tasks
♦	Career development – continuous professional growth and enhancing personal
skills and qualities of employees
♦	Training and testing in industrial, fire,
and occupational safety
♦	Professional training of blue-collar
employees 404-2

82 Specialists
1 White-collar workers

Apart from employees’ professional development, the training and development framework also includes pre-university courses for
schoolchildren and cooperation with higher
education institutions to improve the quality
of training for students. The key objective of
pre-university training is to prepare school
students in the Arkhangelsk Region for entering higher education institutions to major
in subjects that are relevant to the diamond
mining industry. The Company also

provides other social support to children
of AGD DIAMONDS employees. Pre-university courses are offered through cooperative
agreements with educational institutions.
University students are offered internship
opportunities at AGD DIAMONDS as part
of the Company’s cooperation with higher
education institutions. 29 students completed
internships in AGD DIAMONDS in 2018. The
Company’s representatives also attend undergraduates’ term project and thesis defences.
S u s t a i n a b i l i t y R e p o r t 2 018
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Talent acquisition and retention

Young talent management

AGD DIAMONDS is one of the most attractive ♦	Aligning the career planning system with reemployers in the Arkhangelsk Region, offering
muneration and corporate training systems
its employees decent pay and social support. ♦	Use of promotions and lateral transfers to
Key focus areas in talent acquisition and
help employees acquire new experiences,
retention:
maintain interest and motivation, and gain
♦	Development of an integrated career planbetter understanding of tasks in related
ning system for all employee categories
jobs

Staff hired in 2018, broken down by age 401-1

19%
Under 30 years

68%

30–50 years

13%

A total of 214 new employees joined the
Company in 2018, with the share of young
specialists under 30 years at 19% of the total
new hires.

Over 50 years

Staff turnover in 2018 by gender 401-1
Gender

Average
headcount

Number of
voluntary
terminations

Employee
turnover
rate, %

Women

172

11

6

Men

831

29

3

TOTAL

1,003

40

4

Forty employees left the Company in 2018.
Staff turnover rate was 4% in 2018, which is a
very low figure evidencing the Company’s reliability and stability as an employer.
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The Company builds a talent pool to ensure
prompt availability of skilled personnel. Employees in the talent pool regularly undergo
upskilling courses and perform duties of their
unit leaders when they are off on vacation,
thus acquiring managerial experience.

AGD DIAMONDS strives to attract young
talented people, running a number of programmes and initiatives to this end. New
employees joining the Company upon graduation are assigned a “young specialist” status
for three years, which grants them additional
benefits, including career enhancement opportunities and corporate housing.

Benefits and guarantees for young employees
are set out in AGD DIAMONDS’ Collective Bargaining Agreement. Adoption of the Regulations on Young Talent Management in 2018
was a milestone in the Company’s efforts to
develop young talent.
A number of measures are in place in the
Company to facilitate the onboarding of
young employees and help them develop
their creative and professional potential, such
as mentoring by the most experienced colleagues, training, internships, and workshops.
Young employees are offered opportunities to
participate in R&D conferences, submit innovative ideas to the management, etc., which
helps them achieve professional fulfilment
and career growth.
AGD DIAMONDS has signed a cooperation
agreement with Lomonosov Northern (Arctic) Federal University to jointly organise and
support research events.

Remuneration and Social
Guarantees
Remuneration system

AGD DIAMONDS builds a fair employee remuneration system and continuously improves
upon it to enhance its attractiveness as an
employer. Our remuneration system helps
attract, retain, and motivate talent, and establish long-term relationships between the
Company and its employees.
The key goals, objectives, and principles of
our remuneration system, as well as the social

benefits we provide are set out in the Company’s Regulations on Employee Remuneration
and in its HR Policy.
Employee remuneration consists of two
components and includes direct payments
in the form of wages, salaries, and incentive
bonuses, and indirect payments in the form
of benefits such as voluntary health insurance
paid for by the Company.
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AGD DIAMONDS’ employee
remuneration system 102-36

The Company regularly indexes pay rates to
protect employees against inflation risks, with
the salaries indexed by 4.5% in 2018.
The average monthly salary of
AGD DIAMONDS employees was USD 1,935

Employee remuneration
Total payroll

Social benefits

Average monthly salary of the Company’s employees compared to the average
in the Company’s key operating region, 2016–2018, RUB/USD
2016

Base pay

Extra pay

(per piece of work
(for non-work time)
done or for work time)
Monthly wages,
salaries for work
time

Compensations for
work patterns and
working conditions

Paid annual and
extra leaves

Paid educational
leave

Increments and
additional payments
(for extra work,
irregular hours,
professional excellence, multi-skilling,
discharge of duties,
job enlargement,
personal
increments)

Monthly bonus
payments

Incentive
payments
Annual bonus

One-off bonuses
(on occasion
of employee’s
milestone
anniversaries
and birthdays,
task bonuses)

One-off annual
leave pay

(RUB 121,327) in 2018, up 13% (in RUB)
year-on-year.
Our average salary is 2.5 times higher than
the average in the Company’s key operating
region (the Arkhangelsk Region).

2017

2018

2016

in RUB
Voluntary health insurance

Reimbursement of vacation
travel expenses for
employees and their family
members (bi-annually)

Reimbursement to
employees and their family
members for health and
wellness expenses

Payment for recreation and
rehabilitation programmes
for employees’ children

One-off financial
assistance in special family
circumstances

2017

2018

in USD

Average salary in the
Arkhangelsk Region

38,118

39,071

49,237

569

670

785

Average salary across the
Company

109,712

107,541

121,327

1,637

1,843

1,935

Social guarantees for our people
11
Calculated as a ratio
of the total expenditure on social programmes to average
headcount in 2018.

Apart from the statutory social package, AGD
DIAMONDS provides additional benefits and
compensation payments to its employees in
line with its talent management and social
policy.

The Company spent USD 1.2m on social
programmes in 2018, or USD 1,170 per employee.11

Total expenditure on social programmes, 2016–2018, USD ’000

Social programmes

2016

2017

2018

2018/2017

1,471

1,109

1,177

6%

One-off retirement
benefits

Purchases of New Year
presents for children

Severance pay
88

|

S u s t a i n a b i l i t y R e p o r t 2 018

S u s t a i n a b i l i t y R e p o r t 2 018

|

89

7 | Ca re for Employees

The Company’s benefits and social programmes
covering full-time employees: 401-2

Social spending breakdown in 2018, USD ’000
Item

2016

2017

2018

Reimbursement of vacation travel expenses

145

224

233

Payment of trade union membership fees (1% of the
total payroll)

184

209

232

♦	
Rehabilitation programmes for employees
and their children aged 0 to 23
♦	
Maternity pay, financial assistance in
difficult financial situation or in case of
accidents in an employee’s family or death

Voluntary health insurance and accident insurance

158

208

220

Corporate housing rentals

88

108

175

Employee health and recreation initiatives

121

128

145

Financial assistance

76

77

76

Cultural initiatives

118

75

55

Private pension plans

541

39

6

Other

40

41

35

Total

1,471

1,109

1,177

♦	
Voluntary health insurance
♦	
Insurance against accidents and
occupational diseases
♦	
New Year presents for children
aged 1 to 16

of an employee’s close relative, aid to

♦	
Housing initiatives for employees

employees with disabilities or employees

♦	
Transportation of employees from the

raising children with disabilities aged 0 to
18
♦	
One-off retirement benefits
♦	
Rehabilitation and recreation programmes
for children aged 8 to 16
♦	
Payments to non-employed retirees – former Company employees
♦	
Pensions for life for surviving spouses
of deceased former executives or distinguished employees
♦	
Reimbursement of vacation travel expenses within Russia

shift team rallying point to the workplace
and back
♦	
Death benefit payments to deceased employees’ family members
♦	
Paid employee relocation to a new place
of residence
♦	
Payments to employees who had served
full-time service in the Russian Armed
Forces before joining the Company
♦	
Employee relocation allowance
♦	
Extra vacations
♦	
Additional short-term disability,
pregnancy, maternity payments

90
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As part of LUKOIL Group, the Company participated in a private defined contribution pension scheme offered to employees through
LUKOIL-GARANT private pension fund. As
at 1 January 2018, AGD DIAMONDS’ total
private pension liabilities were USD 41,500
(RUB 2.4m). The Company decided to leave

the scheme in 2018 in order to better manage
its liabilities amid uncertainty in the pension
legislation and the fund’s reorganisation. The
Company has focused on meeting its current
obligations to employees and providing them
with a decent social package under the collective bargaining agreement. 201-3

Voluntary health insurance
AGD DIAMONDS provides its employees with
voluntary health insurance (VHI), with the
total number of insured employees standing
at 1,013 as at 31 December 2018.
The medical services offered under the VHI
programmes:
♦	
Ambulatory services
(including home care service)
♦	
Dental services

♦	
Hospital service (emergency and

planned hospital admission)
♦	
First-aid and emergency medical care
♦	
Influenza and tick-borne encephalitis
vaccination
♦	
Appointments with specialised doctors in
leading medical research centres in Moscow
The Company’s VHI spending was USD
220,000 in 2018.

Health resort treatment, and rehabilitation
and recreation programmes
As part of its occupation health commitment, AGD DIAMONDS reimburses the costs
of employees’ health resort packages. The
Company reimburses up to 100% of package
price for employees and up to 85% for their
family members. Employees’ children with disabilities and orphans of employee parents or

guardians are granted free health retreat and
children’s wellness centre packages.
91 employees and 24 employees’ children
benefited from Company-sponsored health resort treatment services in 2018. The Company’s total health resort treatment expenditure
was USD 53,000 in 2018.

Cultural initiatives and sports events
AGD DIAMONDS regularly organises and hosts
entertainment events for its employees and
their children during holidays.
Annual sporting events are held for the Company’s employees, such as table tennis and
go-karting tournaments, competitions like
Dad, Mom, and Me – We’re a Sporting Family;
Cross-Country Race of Nations, and Powerlifting Competition.
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Apart from that, AGD DIAMONDS partially
reimburses the cost of membership in sports
and fitness clubs (sauna, pool, gym, futsal,
volleyball, ice rink, etc.).
The total expenditure on corporate cultural
and sports events, including the ones sponsored by the trade union, was USD 226,000
in 2018.

Cooperation with the trade union
AGD DIAMONDS is committed to fostering
long-term partnership with the trade union,
being fully aware of the critical role this
organisation plays in a dialogue with employees.
Key focus areas of the Primary Trade Union
Organisation:
♦	
Representing and protecting employees’
interests before the employer
♦	
Organising and running cultural initiatives
♦	
Providing financial assistance to employees (as per the Collective Bargaining
Agreement)
As at 31 December 2018, the average headcount of the trade union members was 1,012.
In 2018, the Trade Union Committee consisted
of 11 people, including employees based in
the Company’s headquarters in Arkhangelsk
and those based at the mine site.

Mutual responsibilities of AGD DIAMONDS
and the Primary Trade Union Organisation are
set out in the Collective Bargaining Agreement. A new 2018–2020 Collective Bargaining Agreement was signed in 2018, leaving
intact all the existing social guarantees and
benefits.
Profsoyuznaya Zhizn newspaper was
launched in 2018 alongside the Almazy
Pomorya corporate newspaper, covering
events held by the Trade Union Committee
and highlights from the lives of the
Company’s employees.
The Company allocated USD 232,000
to support the trade union in 2018.
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For several years,
AGD DIAMONDS has
maintained minimal or zero
work-related injury rate –
an outstanding result
achieved through a relentless
focus on occupational
health and safety

Safety
Practices
Ensuring Industrial Safety | 94
Employee Occupational Health and Safety | 98
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Ensuring Industrial Safety
Safety approach

12
The Policy was
re-introduced in 2018
following a change in
the Company’s name.

Safety of operations is a key priority for
AGD DIAMONDS and a major driver of its
performance. AGD DIAMONDS consistently
implements state-of-the-art technologies to
enhance the safety of its technological processes and further improve working conditions.
In 2017, the Company approved its Occupational Health and Safety Policy.12
AGD DIAMONDS has several focus areas in
occupational health and safety:

♦	
Creating safe workplace environment

|

♦	
Setting up safe production process
♦	
Implementing state-of-the-art

technologies
♦	
Improving the occupational health and
safety (OHS) management system
♦	
Involving employees in OHS activities
We invested USD 1.219m in occupational
health and safety during 2018
(USD 1.311m in 2017).

Expenditure item

Share, %

Provision of special clothing, safety footwear, personal protective equipment,
and cleaning agents

25

Industrial safety activities

19

Fire safety and emergency procedures

18

Maintenance of premises and equipment at the medical station and first-aid posts

17

Operational monitoring of workplace conditions

10

Medical checks, prevention of cardiovascular diseases

7

Employee training

2

Special audits of working conditions

1

Other expenditures

1
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Structure of OHS management organisation

♦	
Ensuring employee health

AGD DIAMONDS’ expenditures on occupational health and safety

96

The Company has built an OHS management vertical with the Company’s CEO at the top
of OHS organisation. The OHS function comprises 13 FTEs in total.

CEO

First Deputy
CEO

Deputy
CEO – Chief
Engineer

Deputy Chief
Engineer for
Occupational
Health and
Safety –
Department
Head

Operational control is part of the industrial
safety management system and is implemented across the enterprise through a range
of activities to ensure the safe operation of
production facilities (including hazardous
facilities), prevent accidents at such facilities,
and maintain readiness for localising and
responding to accidents and incidents.
The key principle of operational control is regular cadence of scheduled audits of facilities
operated by AGD DIAMONDS. AGD-4
Key objectives of operational control:
♦	
Ensuring control over compliance with
industrial safety requirements in all Company units that operate hazardous production facilities
♦	
Analysis of industrial safety performance
across the Company
♦	
Designing activities to improve industrial
safety performance, and prevent threats
to human life and damage to the environment
Key functions of operational control:
♦	
Ensuring control over compliance with
industrial safety requirements
♦	
Comprehensive and targeted audits of
industrial safety, identification of workplace-specific hazards

Occupational
health
specialists

Occupational
health
specialists
at the
Grib GOK

Industrial
safety
engineers

♦	
Annual development of the industrial safe-

ty action plan based on the audit results
♦	
Preparing proposals for unit heads:
> on industrial safety activities
> on eliminating industrial safety
violations
> on suspending works that are
non-compliant with the industrial
safety requirements
> on restricting workers who lack appropriate qualification, haven’t been trained
and certified in industrial safety in due
time, or have no medical certificates to
confirm the absence of contradictions
for such works
> on disciplining workers violating the
industrial safety requirements.
The Company’s occupational health and safety department is responsible for setting up
and running corporate oversight procedures.
The Company is focused on strict operational
control of workplaces, including workplace
air and water quality monitoring and routine
radiation monitoring.
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Comprehensive
audits of contractors’ compliance with
OHS requirements
during works
at the deposit
site

OHS clauses
are included
in contracts

Contractors’
employees get access t
o the Company’s
facilities only after
OHS briefings

Penalties for
non-compliance
with OHS standards

AGD DIAMONDS uses a risk-based approach
to manage occupational health and safety.
Risk management is regulated by the Hazard Identification, Risk Assessment and Risk
Control Standard. Regular risk assessment, as
well as the existing risk management procedures help reduce the probability of hazards
occurring during operations at the Company’s
facilities.
At least four occupational health specialists
responsible for daily operational control are
present at all times at the deposit site to
reduce the risk of incidents and accidents.
During our weekly Occupational Health Days,
the Company’s field working committee
checks compliance with OHS standards and
requirements, including for work environment.
In addition, comprehensive audits for compli-

ance with the requirements of industrial and
fire safety, and occupational health are carried
out quarterly under the supervision of the
Chief Engineer. AGD DIAMONDS implements
innovative solutions to monitor occupational
safety, including the rollout of a driver fatigue monitoring system (anti-sleep system)
at the GOK in 2018. Vehicles working at the
deposit are equipped with special devices
and sensors which monitor the driver’s eye
movements and facial expressions, as well as
detect various signs of sleepiness and fatigue.
In case of danger, the device activates and
alerts the driver with an acoustic signal. The
deployment of the anti-sleep system will help
reduce the risk of traffic accidents and cut
the cost of equipment repair in case of traffic
incident or accident. AGD-5

Injury rates
AGD DIAMONDS considers occupational
health and safety when selecting contractors
to be involved in the production process. The
Company has in place an effective framework
for engaging contractors on occupational
health and safety.
At the end of each year, the Company identifies
a contractor with the best OHS performance
and recognises it by awarding a diploma.
AGD DIAMONDS is routinely audited by the
governmental supervisory authorities for compliance with OHS standards, including audits
by Federal Environmental, Industrial
and Nuclear Supervision Service of Russia
(Rostechnadzor), Federal Service for Surveillance on Consumer Rights Protection and
Human Wellbeing (Rospotrebnadzor), Federal
Agency on Technical Regulation and Metrology
(Rosstandart) and the Ministry of the Russian
Federation for Civil Defence, Emergencies and

Elimination of Consequences of Natural Disasters (EMERCOM of Russia). In 2018, seven such
audits were carried out on AGD DIAMONDS’ facilities, revealing no violations by the Company.
AGD DIAMONDS in turn runs corporate oversight procedures on its contractors and the
Company’s structural units. The Company
also holds weekly Occupational Health Days,
quarter-end comprehensive internal audits,
and regular targeted audits. The corporate
audits during the reporting year revealed
406 non-compliance issues with contractors.
All violations are addressed within the timeframe agreed upon with the Company, with
penalties imposed on contractors in case
of significant non-compliance issues. Over
the years of our continuous engagement of
contractors on OHS matters, their compliance
discipline has improved and the total amount
of fines collected in 2018 was insignificant.

Our efforts have gained regional recognition: in 2018, the Company won the regional
stage of the All-Russian contest, Russian Organisation of High Social Efficiency, for the
Best Occupational Health and Safety Performance in the Industrial Sector.
98
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AGD DIAMONDS takes pride in its OHS
standards and puts the life and health of
its employees above all else. An extremely low injury rate among employees is the
key outcome of such approach. No cases of
workplace injuries were reported within the
Company between 2015 and 2017. At the end
of 2018, a contractor’s vehicle taking shift

workers to the GOK hit a road ditch when
negotiating a road section that was not
cleared of snow (the section was operated by
a third party). Three people were injured in
the accident. Thus, the above traffic accident
at the fault of the contractor’s driver was the
only case of injury at the Company during
the reporting year.

Work-related injury rate in 2018 403-9
Types of incidents

Number
of injured
people

Frequency

Work-related fatalities

0

0

Severe work-related injuries (except fatal accidents)

0

0

Recordable work-related injuries

3

0.356

Number of hours worked, total

1,685,497

Calculation
method

3 / 1,685,497 х
200,000
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Employee Occupational
Health and Safety

Responsibilities of the occupational health
function at AGD DIAMONDS 403-3

1

4

♦	
Determine the Policy’s priorities

♦	
Measure and monitor the performance

♦	
Adjust and update the Policy

metrics of OHS activities
♦	
A ssess the compliance with regulatory and
other requirements
♦	
Investigate accidents, identify non-compliance, and develop remedial and preventive
measures
♦	
Maintain the documents on the Company’s
specific performance metrics to ensure the
controllability and manageability of procedures and compliance with regulatory and
other requirements
♦	
Conduct internal audits

Develop the Occupational Health
and Safety Policy:
♦	
Communicate the Policy

to AGD DIAMONDS employees
and stakeholders

2

Perform activity planning:
♦	
Identify threats, assess risks, and deter-

mine the ways to manage risks
♦	
Perform timely identification of new

Monitor the occupational health
and safety activities:

requirements of occupational health and
safety laws and regulations and other documents, and adjust the Company’s operations accordingly
♦	
Define OHS objectives and agenda
Management analysis:
♦	
Review the performance of the occupational health function, make decisions
based on the review to improve the OHS
Deploy the occupational health
management system

5

3

and safety management system
and ensure its effectiveness:

♦	
Organise the activities of the occupational

Maintaining employee health has always been
a priority for AGD DIAMONDS. The Company
invests in creating safe workplaces, provides
employees with all necessary special clothing,
footwear, personal protective equipment,
and cleaning agents. At the same time,
AGD DIAMONDS understands that safety at
production facilities, prevention of accidents,
emergencies and incidents, and zero injury
and occupational disease rates rely not only
on the technical condition of the Company’s
facilities, but also on the professionalism and
10 0
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workplace discipline of employees. The Regulations on the Individual Employee’s Responsibility for OHS Compliance, enforced by the
Company, require every employee to maintain a personal card for recording cases of
non-compliance with OHS rules. An employee
has to write an explanatory note for every
case of non-compliance and may be dismissed
for consistent breaches.
The Company rewards top performers who
demonstrate high level of safety culture in
their roles.

health function considering the available
resources, division of roles and responsibilities, required competences and training,
document flow and information sharing
system
♦	
Organise operations considering health
and safety requirements: implement and
improve documented operational procedures; measure and assess compliance of
the actual production operation conditions
with the established requirements; involve
only specially trained employees in performing tasks
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Cooperation with employees
and the trade union
In addressing the tasks of occupational health
and safety, AGD DIAMONDS closely cooperates
with the Primary Trade Union Organisation,
with mutual obligations in that regard set out
in the Collective Bargaining Agreement.
The Trade Union Committee is involved in approving occupational health regulations, preparing recommendations on disease prevention and
health improvements among employees. Meetings of the Trade Union Committee are held
every two months, with the agenda determined
in advance, and resolutions communicated to all
employees. Every two months, the Chairman of
the Trade Union visits the deposit site to meet
employees and address their concerns.
Starting from 2014, the Company conducts
special audits of working conditions with
support from the trade union, with the 2018
special audit covering 38 workplaces.

Promotion of employee health

The Company’s standing Occupational Health
and Safety Committee comprises representatives of the employer and the trade union on a
parity basis. 403-4
The Committee’s key responsibilities:
♦	
Analyse the existing working conditions at
the production facilities, including through
workplace audits
♦	
Develop a joint action programme between the Company and the trade union to
improve working conditions, and prevent
work-related injuries and occupational
diseases
♦	
Facilitate employee training in occupational health, safe working methods and practices, and testing of acquired knowledge
♦	
Control the occupational health fund
spending

Occupational health training
In line with the requirements of laws
and regulations, every employee of
AGD DIAMONDS takes occupational health
and safety training. Training is provided in
training centres, in classrooms or through

self-help training materials (visual boards).
The Company has in place a standing certification committee to test occupational health
and safety knowledge. AGD-6

Promoting employee health through consistent efforts is a top priority for AGD DIAMONDS. To promote health and reduce the
disease rate among employees, the Company
performs periodic preventive medical exam-

inations, runs voluntary health insurance programmes, refers employees to further health
examinations if needed, and offers employees
the opportunity to have health resort treatment. 403-6

Key areas of healthcare services in 2018
Initial and regular
mandatory medical
examinations

Mandatory mental health
Pre-shift medical
screening for employees
checks
performing hazardous tasks

2018:

2018:

2018:

1,027

129

95

Pre-shift
checs

Prevention of cardiovascular Flu vaccination campaign
diseases, issue of selfat the GOK
monitoring diaries

2018:

2018:

2018:

7,763

98

156

examinations

medical examinations

health screenings

diaries

medical examinations

employees

Number of employees trained in occupational health and safety*
Training type
*
Statistics are provided based on the
training schedules of
employees certified
by AGD DIAMONDS
standing certification
committee for testing
occupational health
and safety knowledge.

2017

2018

Occupational health training and certification

863

826

First-aid training and certification

863

826

Industrial safety training and certification

45

114

In addition to internal certification in the
Company employees take training and retraining in special educational organisations.
102
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Number of employees trained
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Expenditures on external occupational
health training totaled USD 32,000 in 2018
(USD 14,000 in 2017).

Voluntary health insurance is guaranteed to
all employees of AGD DIAMONDS. Our comprehensive voluntary health insurance programme covers the following services for all
categories of employees:
♦	
Ambulatory services (including home care
service)
♦	
Dental care
♦	
Hospital service (emergency and planned
hospital admission)

♦	
First-aid and emergency medical care
♦	
Vaccinations (including against influenza

and tick-borne encephalitis)
♦	
Appointments with specialised doctors
AGD DIAMONDS is continuously expanding
the list of additional activities promoting employee health. Thus, in 2018, gym, pool and
bath memberships were offered to employees,
along with futsal and volleyball classes every
week, and ice rink memberships.
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AGD DIAMONDS takes
a responsible approach
to environmental
management and seeks
to minimise its
environmental footprint.
Environmental issues
are integrated into every
aspect of the Company’s
operations. In 2018,
AGD DIAMONDS invested
over USD 1.3m into
environmental
protection

Environmental
Protection
Approaches and Performance | 104
Energy Resources | 106
Water | 108
Emissions and Waste | 114
Biodiversity | 117

9 | Env ironmental Protection

Approaches
and Performance

Care for the environment and responsible
use of natural resources are key priorities for
AGD DIAMONDS and a part of the Company’s
overall sustainable development strategy.
Taking into account environmental risks in the
Company’s operating region, we focus primarily on preventing potential damage to the
environment and implementing only production projects that pose minimal or no risks of
environmental impact.
The Company’s environmental policy is based
mainly on the strict compliance with the
environmental legislation and application of
the cautionary approach that forms the basis
for AGD DIAMONDS’ risk management system.
The Company’s environmental management
system is vertically integrated across the
organisation, from the headquarters to production facilities. For each project launched
or planned by the Company, environmental
oversight is provided early on. 102-11
As a result of our rational and balanced environmental policy, no fines or penalties have
been imposed on the Company by governmental supervisory authorities.
106
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AGD DIAMONDS’s operations are classified
as hazard category 2.1 (hazardous mining
and ore processing facilities) and as such are
subject to scheduled supervisory audits by
the Federal Service for Supervision of Natural Resources (Rosprirodnadzor), held every
four years. The most recent such audit of the
Company was carried out in 2016 and found
no significant environmental breaches, with
no fines imposed on the Company. There were
also no cases of non-compliance with environmental laws and/or regulations identified
in 2018. The next audit of the Company is
scheduled for 2020. 307-1, 303-4
AGD Diamond spent over USD 1.3m on
environmental protection in 2018.
Most of the funds were invested into water
protection (81% of the total amount) due to
the high operating costs of water supply and
wastewater treatment facilities at the Grib GOK.

Current environmental expenses, 2016–2018, USD ’000 (net of VAT)
Cost item

2016

2017

2018

Water protection

927

1,097

1,054

Protection and restoration of habitats, surface water
and groundwater

172

215

212

Waste disposal

12

12

15

Protecting biodiversity and natural areas

10

12

12

Environmental education

3

2

1

Environmental protection against noise (instrumental
gauging of noise impact)

1

1

–

Energy efficiency programmes

–

5

–

Ambient air protection

7

12

4

TOTAL, USD ’000

1,131

1,354

1,297

Environmental monitoring and analysis
The following facilities of the Grib deposit are
subject to the environmental monitoring and
analysis:
♦ production and household ambient
air pollution sources
♦	
a gas cleaning unit
(a scrubber at the processing plant)
♦	
six points of effluent discharge (mine water,
domestic wastewater, rainwater, dewatering
wells system)
♦	
two control stations at water facilities at the
Kukomka River and the Chernoye Lake
♦	
four waste disposal facilities 303-1
We monitor the actual levels of industrial gas
emissions, volumes of wastewater discharge
and concentration levels of contaminants
therein, waste generated and stored, parameters of process equipment and processes
specified in the Company’s permits, and chemical composition of water and health standards
at the Kukomka River and the Chernoye Lake
control stations.

The list of the environmental indicators and the
frequency of testing are set in the schedules
and programmes developed by AGD DIAMONDS
and approved by authorised governmental
bodies.
Starting from 2018, an extensive research is
being carried out to determine the environmental impacts of the Grib GOK’s waste disposal
facilities (including ambient air monitoring, soil,
and groundwater testing). LLC TECH-Servis and
FBHI Centre for Hygiene and Epidemiology in
the Arkhangelsk Region are commissioned to
carry out the instrumental gauging.
The operational control results showed that
during 2018 the maximum pollutant content in
wastewater and at all points of effluent discharge, actual pollutant content in the ambient
air and in the soil at the boundary between the
mine’s site and the buffer zone did not exceed
the levels specified in the relevant licences and
health standards.
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Energy Resources
Rational use of energy and consistent energy
efficiency improvements are a vital focus area
of AGD DIAMONDS’ environmental policy.
From the earliest stages of the project development, the Company has used state-ofthe-art energy efficient technologies in the
facility’s design and construction process.
Due to the Grib deposit’s remoteness from
populated areas in the Arkhangelsk Region,
the Company had to build autonomous infrastructure, including its own power supply
facility (the “Power Supply Facility”).
The Power Supply Facility comprises five
5.28 MW high-efficiency diesel generators by

In order to compensate for the backup power
shortages during emergencies or maintenance
of the Power Supply Facility’s diesel generators, six additional 1 MWt diesel generators
have been leased to be used as standby
generators.
The Company mostly uses such fuels as fuel
oil, diesel fuel, and – to a lesser extent –
used motor oil in its operations. This is due to
the fact that fuel oil is used as the main fuel
in the generators, while diesel fuel is used as
the backup fuel (during preventive maintenance and emergencies) and also in standby
generators, hot-water and steam boilers, and
mining equipment.

Rolls Royce, a global leader in power generation systems, as well as waste heat recovery systems at a separate boiler facility. The
GOK and all infrastructure facilities are 99%
heated with the waste heat from the diesel
generators, generated as a by-product of the
electricity generation and recovered by the
dedicated waste-heat recovery system. Two
water boilers are used only during preventive
maintenance of the diesel generators or in
particularly cold weather. The owned Power Supply Facility almost entirely covers the
Company’s energy needs and helps maximise
the efficiency of energy use.

AGD DIAMONDS’ energy supply system

The Company used no renewable energy in 2018.
Non-renewable energy consumption, 2016–2018, tonnes/toe 302-1

Key energy consumers:

Fuel oil

Diesel
generators

Electricity

Processing plant
Dewatering wells

Diesel fuel

Mine drainage
Shift camp

Waste heat
recovery system

Mining
equipment

Steam
boilers
Heat

Steam heat

|
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2016

2017

2018

Fuel oil, tonnes

26,908

25,590

26,259

Diesel fuel, tonnes

22,672

23,268

25,243

Used motor oil, tonnes

211.5

254

251

TOTAL, tce*

70,013

69,127

72,903

Total energy consumption by the Company, 2016–2018, MJ* 302-1, 302-4

GOK lighting
(mine, waste dumps, roads,
and the production site)

Water heat

108

*
Coefficients used
for conversion into
tonnes of coal equivalent: 1 tonne of M100
fuel oil = 1 tonne of
diesel fuel = 1.45 tce;
1 tonne of used motor
oil = 1.30 tce.

Type of fuel

Water supply and wastewater
treatment facilities

Hot-water
boilers

Infrastructure facilities
(production site, mine administration building, fuel storage
facility , security checkpoints)

The Company’s total energy consumption
was 559 million MJ in 2018 (549 million MJ in
2017). The expected 2% marginal increase in
total energy consumption was driven by:
♦	
increased energy consumption by dewatering pumps due to incremental deepening
of the mine
♦	
longer haulage roads for run-of-mine
transportation
♦	
more energy-intensive mining methods
used to access harder kimberlite layers as
mine deepens, and higher energy usage
for ore processing at the GOK.

*
Coefficients used for
conversion: 1 kWh
= 3.6 MJ; 1 GCal
=4,187 MJ.

2016

2017

2018

2018/2017

Energy consumption, kWh

119,637,918

121,342,211

126,142,794

+ 4%

Heat consumption, GCal

18,068

20,180

18,333

– 9%

Steam consumption, GCal

6,794

6,715

6,759

+ 1%

TOTAL, MJ

534,788,721

549,439,353

559,199,239

+ 2%

Power Supply Facility’s
operational needs
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AGD DIAMONDS continued implementing
technical initiatives and projects to save
energy and improve energy efficiency in 2018.
We started upgrading the dewatering wells
system in 2018 by purchasing PMSM-driven
pumps which are not only more wear resistant
but also 10%–15% more energy-efficient than
the dewatering pumps currently in operation.
We also maintain focus on energy saving
measures that might have a lesser high-level

impact but are no less important overall.
One such ongoing initiative is replacing incandescent lightbulbs with low energy ones at
AGD DIAMONDS’ office in Arkhangelsk.
Our successful energy efficiency improvement initiatives have enabled the Company to
achieve actual energy consumption levels in
2017 and 2018 beyond the targets set in our
Strategic Development Programme until 2028.
302-4

Energy
consumption,
kWh

Actual energy
consumption

Strategic
Development
Programme
2017–2028

Savings

Savings, %

2017

121,342,211

124,950,582

3,608,371

3%

2018

126,142,794

144,793,815

18,651,021

13%

AGD DIAMONDS plans to launch a number of
energy efficiency improvement initiatives in
2019, including:
♦	
replacing dewatering pumps with more
energy-efficient ones

♦	
terminating the leases of auxiliary power

units and purchasing six 1 MW Cummins
diesel generators.

Water
Water stewardship is one of the key areas
of AGD DIAMONDS’ environmental policy.
Sustainable management of water and water discharge is vital for the entire diamond
mining process at the deposit. The Company’s operations impact the water in the local
water basin in the areas adjacent to the Grib
GOK, while at the same time the groundwater
enters the mine and impacts the entire mining
process by increasing the risks of operation
problems and even mine flooding. 303-1
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Water withdrawal
and for the processing plant’s needs
The Company withdraws water from various
sources, both for water supply and as a part of (ore processing) and the Power Supply Facility
(for equipment cooling).
operations. 303-3
All water withdrawn by
Mine water and spoil pile water (run-off from
AGD DIAMONDS is freshwater.
the mine containing suspended solids) are
The Company withdraws no surface collected via collector drains into the sump at
water or third-party water.
the mine floor.
Water for drinking and domestic purposes
Rainwater and melt water is collected from
is withdrawn from the Padun aquifer. Water
the Grib GOK site via the off-site rainwater
withdrawal from deep underwater sources
drainage system.
The Company does not operate
and its delivery to the supply system and
treatment facilities is done through artesian or withdraw water in areas with
wells (one main well and one backup well) in water stress.
the Soyana River basin and deep well pumps. The significant difference between water
Domestic water is used by Almaz shift camp, withdrawal and water consumption levels
is due to the above operational reasons:
the processing plant, the Power Supply Fagroundwater free of solids and salts is lifted
cility, a fuel storage area, a fire station, the
via the pump station system and immedipower supply system, a combined pumping
ately discharged into a receiving body. The
station, and sewage treatment facilities.
Water withdrawal from the mine’s dewatering pump station system is used for the mine
dewatering.
system is done to drain the mine, with the
water used in the water recirculation system

Total water withdrawal from different sources, ‘000 m3 303-3
The Grib deposit is located in a swampy,
wooded plain dissected by river valleys and
numerous canyons and dotted with depression lakes and swamps, and sinkholes. Mine
development leads to groundwater entering
the mine through its slopes which need to
be drained in order to prevent flooding and
enable the operations.
The Company’s water management comprises
four key processes:
1. Water supply
2. Water treatment
3. Water discharge
4. Groundwater monitoring

2016

2017

2018

62,199.83

56,694.33

56,794.5

Dewatering wells

62,124.44

56,617.7

56,718.19

Potable water withdrawal

75.39

76.63

76.31

Mine water

6,598.68

6,998.86

9,657.55

TOTAL

68,798.51

63,693.19

66,452.05

Groundwater, including:

Water treatment
The withdrawn water undergoes necessary
treatment depending on where it has been
withdrawn. Domestic water, rainwater and
melt water effluents, as well as mine water

(both rainwater and melt water) from spoil
piles undergo treatment at the Grib GOK.
303-4
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List of contaminants by water category
Domestic water:
TBOD, ammonium
ions, suspended
solids, nitrate ani
ons, nitrite anions,
petroleum products,
synthetic anionic
surfactants, sulphate
anions, dry residue,
phosphates as phosphorus (P), and chloride anions.

|
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Water discharge

306-5

Rainwater and
melt water:

Mine and spoil
pile water:

Dewatering
wells system:

Discharge of used and pumped water at the Grib deposits is done
through six outlets at the Kukomka River and the Chernoye Lake:

TBOD, suspended
solids, and petroleum
products.

TBOD, suspended so
lids, petroleum products, and aluminium.

suspended solids
(clean-to-standard
category).

1

The drain water lifted from the mine’s dewatering well system is clean-to-standard and is
discharged without prior treatment but with
continuous water quality monitoring at the
points of effluent discharge.
Water for drinking and domestic purposes
pumped from the artesian wells is supplied to
the water treatment facility. After purification
and UV disinfection, the water is then supplied to the Grib GOK’s facilities. The quality
of the water purified at the water treatment
facility meets the standards set out in the
national SANPIN 2.1.4.1074-01 standard.
Domestic wastewater is treated at the sewage treatment facility, which includes primary treatment, advanced biological, physical-chemical treatment, membrane filtration,
and UV disinfection of wastewater. The
quality of the wastewater discharged after
treatment meets regulatory requirements regarding the discharge of domestic wastewater
into first category fishery water body.

112

303-4

Mine and spoil pile water treatment is complicated by the high concentration levels of
suspended solids and a high percentage of
fine clay particles. Natural sedimentation of
such particles may take up to two months.
The main purpose of the existing settlement
ponds is to remove contaminants from the
water by accelerating their sedimentation in
the ponds and achieving treated-to-standard
level of wastewater at discharge outlet. The
quality of the wastewater to be discharged
also meets the standards set out in the relevant permits.
The rainwater effluent is treated at the rainwater treatment facility designed to remove
suspended solids, petroleum products, and
plant organics from rainwater and melt water
to meet the standard purity level.

The drain water fed
from the dewatering
wells and not directed to operations is
discharged at three
points: point No. 1
into the Kukomka
River, and points
No. 2 and No. 3 into
the Chernoye Lake.

2

The treated domestic
wastewater is discharged at point No.5
into the Kukomka
River.

3

The treated mine water and the spoil pile
water is discharged at
point No. 6 into the
Kukomka River.

4

The treated rainwater and melt water is
discharged at point
No. 6 into the Kukomka River.

The volumes of all effluent discharges do not exceed the
thresholds specified in the permits to use a water body.

Total water discharge by water type, ‘000 m3 303-4
Water type

2016

2017

2018

Groundwater, including:

61,524.2

56,050.06

57,941.26

Sewage treatment facilities

64.26

60.22

60.94

Dewatering wells

61,459.94

55,989.84

56,162.36

Mine and spoil pile water treatment facilities

1,717.96

Contaminated water (rainwater treatment facilities)

7.37

21.75

12.25

TOTAL

61,531.57

56,071.81

57,953.51

Total wastewater discharge by destination, ‘000 m3 306-1
Wastewater discharge destination

2016

2017

2018

The Kukomka River

13,699.11

12,367.87

13,478.46

The Chernoye Lake

47,832.46

43,703.94

44,475.05

TOTAL

61,531.57

56,071.81

57,953.51
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Wastewater discharge by treatment method and degree of treatment, ‘000 m3 306-1
Water quality

2016

2017

2018

Clean-to-standard (untreated)

61,459.94

55,989.84

56,162.36

Treated-to-standard (biological treatment)

64.26

60.22

60.94

Treated-to-standard (mechanical treatment)

7.37

21.75

12.25

Treated-to-standard (physico-chemical treatment)

0

0

1,717.96

TOTAL

61,531.57

56,071.81

57,953.51

Man-made impacts on the water basin
of the Arkhangelsk Region
Main water bodies impacted by the Company’s
operations are the Chernoye Lake and the
Kukomka River of the Dvina-Pechora basin
district. 306-5
The Kukomka River originally drained into the
northern part of the Chernoye Lake, which is
an open lake and a part of the Soyana River’s
basin, a left tributary of the Kuloy River that
drains into the White Sea’s Mezen Bay.
At the project design stage, the Kukomka River estuary and the northern part of the Chernoye Lake were included within the boundaries of the Grib GOK. Therefore, to ensure the
mine slopes’ stability and occupational safety,
the Kukomka River was diverted in 2012 into
the Volchye Lake, a part of the Megra River
basin that drains into the White Sea’s Gorlo
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Strait. A dam was built on the Chernoye Lake
to enable draining its northern part.
A ring of 87 dewatering wells was built
around the mine to drain it and discharge the
water into the Chernoye Lake and the Kukomka River. In order to compensate for the
outflow of water from the remaining southern
part of the Chernoye Lake, 66 out of the 87
dewatering wells are discharged into the lake.

Groundwater monitoring
Since groundwater behaviour is one of the
operational risk factors, the Company set
up monitoring of mutual impacts between
groundwater and operations. A groundwater
monitoring well network was commissioned
in 2014 for regular monitoring of surface and
groundwater conditions. Geophysical and
ground penetrating radar surveys are carried
out on an annual basis, with the acquired data
used to update the hydrodynamic model, predict inflow of groundwater into the mine, and
develop the cone of depression around the
mine. Regular monitoring of the groundwater

conditions has been carried out since 2011,
with the service contracted from LLC Arkhangelskgeolrazvedka’s partner and guided and
supervised by AGD DIAMONDS specialists.
The existing monitoring well network is used
for the groundwater monitoring; some of the
monitoring wells are equipped with automated sensors and data recorders.
Stream gauges at the Kukomka, Padun,
Chernaya, Yorna, Volchya rivers and gauging
stations at the Chernoye, Nizhneye Yornozero,
and Volchye lakes are used to monitor the
surface water.
S u s t a i n a b i l i t y R e p o r t 2 018
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Emissions and Waste

Emissions

13
Greenhouse gas
GWPi value is 1.
14
The amount of GHG
emissions was calculated based on the
Company’s activity
data and GWP values.

Waste

305-1

The Power Supply Facility is the main source
of the Company’s GHG emissions. Environmental performance was a key consideration
when purchasing diesel generators, so today
the Company does not need to use gas cleaning equipment. Such equipment was integrated only into the GOK’s final stage of diamond
ore processing where acids are used in diamond concentrate cleaning and final diamond
extraction.
Carbon dioxide (CO2) is the major contributor
to the Company’s GHG emissions.13 Sources
of CO2 emissions comprise production-related power equipment such as diesel power generators, peak load boiler house and
heaters burning fuel oil, diesel fuel, and used
motor oil. Other GHG emission sources are not
considered significant by the Company as they
make up under 5% of total emissions and do
not exceed 50,000 tonnes of CO2 equivalent
per year.14

Global warming potential values are used to
calculate AGD DIAMONDS’ total GHG emissions. The Company’s CO2 emissions were
79,390 tonnes of CO2 equivalent in 2018.
Greenhouse gas emissions, ‘000 tonnes
of CO2 equivalent
83,005

88,044

79,390

AGD DIAMONDS’ operations generate waste
of five hazard classes. Over 99.9% of the total
generated waste is Hazard Class 5 (nonhazardous waste), comprising practically nonhazardous overburden sand, drilling sludge,
sand washing waste, ferrous scrap and waste
containing uncontaminated ferrous metals,
conveyor belts, food waste from kitchens and
catering organisations.
Hazardous Hazard Class 1 and 2 wastes are
negligible and account for a thousandths percent of total waste generation. Such wastes
include used-up mercury vapour lamps, mercury quartz lamps, fluorescent lamps, undamaged used lead-acid batteries.

A total of 43,221,231 tonnes of waste was
generated in 2018, up 8% year-on-year. 306-2
AGD DIAMONDS takes a responsible approach to waste disposal by implementing
all required safety measures and complying
with environmental regulations. Generated
in 2018 hazardous waste was reused
(44.5%), transferred for neutralisation to
specialist contractors (43.7%), or landfilled
(11.6%). Most non-hazardous wastes are
placed at waste dumps and tailings facility,
with less than 1% landfilled or handed over
to specialist contractors.

Hazardous waste disposal methods

44,5% Reuse
11,6% Landfill
2016

2017

2018

0,2%

AGD DIAMONDS does not emit ozone-depleting substances.
Other key pollutant emissions are insignificant and do not exceed
maximum permissible levels. 305-6, 305-7

T
 ransfer for treatmenr
to specialist contractors

43,7% T ransfer for neutralisation
to specialist contractors

Air pollutant emissions, tonnes
2016

2017

2018

Particulates

144

89

209

90,2%

Landfill

Gaseous and liquid pollutants, including

2,874

1,720

966

9,8%

Disposal in waste dumps

Sulphur dioxide

785

251

66

Carbon oxide

333

227

104

Nitrogen oxides (in NO2)

1,516

1,178

607

Hydrocarbons (excluding volatile organic compounds)

0

1

1

Volatile organic compounds (VOC)

239

63

187

3,018

1,809

1,175

Total, tonnes

116

|

Non-hazardous waste disposal methods

Substance
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0,0005% Disposal at the talling facility
0,0004% T ransfer for recycling
to specialist contractors
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AGD DIAMONDS’ waste disposal methods AGD-3
Waste Hazard
Class

Approximate share
of hazardous
waste generated
in 2018

Types of waste

Disposal methods

Hazard Class 5

99%

Overburden sand, drilling
sludge, mine and spoil pile
wastewater and primary
treatment sludge, scrap
metal, conveyor belts,
unsorted food waste from
kitchens and catering
organisations

>P
 artial disposal in the
Grib GOK’s overburden
dumps, tailings facility,
or landfill.
>P
 artially transferred for
neutralisation (disposal)
to licensed specialist
contractors

under 1%

Surplus activated sludge
>P
 artially placed at the
from biological wastewaGrib GOK’s landfill
ter treatment facilities,
>P
 artially transferred for
waste and sweepings from
neutralisation (disposal)
production facilities, waste
to licensed specialist
from offices and utility
contractors
rooms, primary treatment
>T
 yres are used in the
sludge from oil contamiconstruction of retainnated wastewater, waste
ing walls at overburden
from kitchens and catering
dumps
organisations, construction
and renovation waste,
worn brake pads with asbestos brake linings, waste
steel belted tyres

(practically
non-hazardous)

Hazard Class 4
(low hazard)

Hazard Class 3

under 1%

Residual waste diesel
fuel, mixed waste mineral
oil products, petroleum
products from oil water
separators and similar
facilities, rags, sand contaminated by crude oil or
petroleum products, filters

>P
 artially stored and reused for the Company’s
operational needs
>P
 artially transferred for
neutralisation (disposal)
to licensed specialist
contractors

under 1%

Undamaged used leadacid batteries with
electrolyte

Transferred for neutralisation (disposal) to licensed
specialist contractors

under 1%

Used-up mercury vapour
lamps, mercury quartz
lamps, and fluorescent
lamps

Transferred for neutralisation (disposal) to licensed
specialist contractors

(moderately hazardous)

Hazard Class 2
(highly hazardous)

Class 1
(extremely hazardous)
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Biodiversity

The Grib diamond deposit (the Verkhotinsk
deposit) is located 130 km away from the
city of Arkhangelsk. The stretch of the road
leading to the Grib GOK that runs through
the undeveloped land was built and has
been maintained by the Company using own
resources. AGD DIAMONDS was granted 110.7
ha of land for road construction and operation. The road partially runs through a number of protected areas, namely the Primorsky
State Regional Wildlife Sanctuary and the
Soyana State Biological Wildlife Sanctuary.
304-1, 304-2, 304-4
The Grib GOK’s area is home to various bird
species (black geese, wild swans) and some
animal species (moose, bears). Prior to the
construction of the Grib GOK, the area was
used as feeding ground by wild black geese
during autumn and winter migrations. The
Company has taken into account environmental experts’ concerns regarding negative
impacts of the diamond project on the regional environment including reduction in the bird

population. Today, the Grib GOK’s site and adjacent areas are considered safe bird habitats,
as demonstrated by the increased number of
birds. A large population of black geese was
observed at the Grib GOK in December 2018.
They use the vast area of the tailings dam as
their main feeding ground.
Despite the minimal impact of the Company’s
operations on the local flora and fauna, AGD
DIAMONDS takes a responsible approach to
maintaining biodiversity and preventing negative impacts. 304-2
The impacts on the animal and plant populations due to the land claimed for the construction of the Grib GOK facilities and the resulting
damage to their habitat have been compensated
by the Company through annual environmental
monitoring and follow-up measures (such as
reintroducing certain species of game birds into
the local ecosystem). We have contracted the
Northern Branch of Prof. B.M. Zhitkov Russian
Research Institute for Hunting Economy and Fur
Farming (VNIIOZ) to carry out these activities.
S u s t a i n a b i l i t y R e p o r t 2 018
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As the construction of Grib GOK’s facilities has
led to irrecoverable loss of forest land that is
a natural habitat for animals and plants,
AGD DIAMONDS carries out annual environmental monitoring and study of the reforestation dynamics of the disturbed land. The Company switches to a special operating schedule
during mating seasons, implements administrative and monitoring measures to prevent
poaching and destruction of vegetation, and
measures to maintain and increase the populations of various animal species.
Systematic environmental monitoring has
confirmed unchanged local abundance of
numerous animal species, which proves that
the Grib GOK’s operations do not suppress
animal populations. The populations of rare
and protected animal species inhabiting
the areas adjacent to the Grib GOK and the
access road are in satisfactory condition and
are not endangered. Analysis of vegetation in
the vicinity of the mine, the waste dump, and
the roads shows no signs of impact on the
plant community composition and structure.
Comprehensive monitoring of the environment, including the environment components,
and natural ecosystems and their processes
is necessary to assess and predict possible
changes in ecosystems and develop timely
conservation measures.

The activities carried out by the Company to
protect biodiversity in the areas hosting the
processing facilities and roads and in adjacent
areas meet all the requirements of the Russian
environmental law.
For similar reasons, monitoring of ecosystems
is carried out on a bi-annual basis for water
bodies in the Megra and Soyana river basins
which are impacted by the Grib deposit
(the Kukomka River, the Chernoye and Volchye
lakes). 304-2
Two key objectives of aquatic community
status monitoring are study of fish populations in the communities and study of fish
feeding grounds within the water basin in
question. The study results indicate that the
dominant biological parameters of the local
fish communities are likely to remain stable
in the near future. No signs of fish populations suppression have been identified. The
study results are used to predict potential
environmental impacts and develop measures
to protect living aquatic resources and their
habitats.
The studies also suggest that the Company’s
operations, combined with all the implemented environmental measures and precautions
taken, do not have any material negative
impact on biodiversity in the host region.

Primorsky State Wildlife Sanctuary
There are 430 plant species growing in the
Primorsky sanctuary. The sanctuary is home
to 193 bird species, 29 mammal species,
three amphibian species, and one reptile
species, with fifteen species listed in the Red
Data Book of the Arkhangelsk Region. The
sanctuary is a narrow (10 to 15 km) strip
running along the White Sea shore that had
been inhabited by humans since prehistoric
times, as evidenced by both early man camp
sites and the scattered fisher villages that
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partially retained the Pomor people’s culture that had formed there by the early 16th
century. Traces of the prehistoric humans
in the sanctuary have been discovered in
several locations scattered across the White
Sea’s Zimny Shore, including early man
camp sites near Nizhnyaya Zolotitsa settlement, Glubokoye fishery, between Nikolskaya and Spasskaya fisheries, between Katerinikha and Mogilka fisheries, in the Tovitsa
River estuary.

Soyana State Biological Wildlife Sanctuary
Virgin forest makes up 92.2% of the Soyana sanctuary and is dominated by conifers,
which amount to 84.5% of the wooded area.
A number of patches in the sanctuary with
a total area of 123,808 ha have been identified, in which larch is a dominant plant
or is present. These patches make up 10%
of larch-dominated forests in the Arkhangelsk Region, which makes the sanctuary an
important larch centre of dispersal. Larches

reach 250 years of age, and larch forests
are home to endemic and rare plant and
high-boreal fauna species. The sanctuary is
home to 34 mammal species, four amphibian
species, one reptile species, 107 bird species,
and 16 fish species. Twelve of the bird species
found in the sanctuary are rare and listed
in the Red Data Book of the Arkhangelsk
Region, with six of those also included in the
Red Data Book of the Russian Federation.

Environmental risks are among the Company’s key considerations in implementing
strategic objectives, including exploration
programmes on the areas adjacent to the Grib
deposit, as such activities may also impact
the environment. AGD DIAMONDS obtained
subsoil licenses for surveying, exploration,
and mining at Yuzhno-Verkhotinsky, Razlomny, and Torfyanoy prospects in late 2018.
Some of these areas lie within the boundaries
of regional wildlife sanctuaries, and for the
project to proceed revocation of the protected
area status was needed for the areas. For this
purpose, public hearings were held in 2017,
where the Company explained that its explo-

ration methods would not damage the protected areas. The boundaries of the Soyana
and Primorsky wildlife sanctuaries were adjusted in 2018. As a mandatory compensation
for the adjustment, AGD DIAMONDS, together
with Kenozersky National Park Federal State
Budgetary Institution and Centre of Nature
Management and Environmental Protection
State Budgetary Institution, has started creating the Lekshmokh regional protected area
in the Kargopol District of the Arkhangelsk
Region. The Company spent USD 37,000 on
the establishment of this wildlife reserve in
2018. 413-1
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The Arkhangelsk Region
and specifically the Mezensky
District is AGD DIAMONDS’
core operating region, so it
is here that the Company
concentrates its efforts
to support local communities,
develop infrastructure, and
contribute to the well-being
of local people

Contribution
to Regional
Development

10 | C o n t r i b u t i o n t o R e g i o n a l D e v e l o p m e n t

AGD DIAMONDS plays a prominent role in the
economic and social life of Arkhangelsk and
the Arkhangelsk Region, including the Mezensky District hosting the Grib GOK and deposit.
We are committed to corporate social responsibility, implementing initiatives in research,
culture, and sports, and providing social support to those in need.
AGD DIAMONDS supports its host region and
contributes to its sustainable development
through 203-1:
♦	
paying taxes to the local budgets
♦	
creating jobs and developing the local
labour market
♦ running a range of charitable, sponsorship,
and CSR programmes
♦	
infrastructure investments
♦	
developing the regional supply chains
through preferential treatment of local
contractors and subcontractors
♦	
getting actively involved in the life of the
local communities through non-financial
support – offering expert opinions on
regional issues, and providing technical
support for infrastructure development.
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Our social support and charitable initiatives
are aligned with the real needs of local communities, thus making a significant contribution to the development of our core operating
region.
Over the years, AGD DIAMONDS has held
hundreds of meetings with the local communities and hosted multiple delegations at the
GOK, which along with the above activities
has allowed the Company to establish strong
trust-based relationships with the local communities.
Major initiatives implemented by
AGD DIAMONDS over the past years
in the Arkhangelsk Region:
♦	
The building of a school, which opened in
Mezen in 2013
♦	
Involvement in the construction of the
Mikhailo-Arkhangelsky Cathedral in
Arkhangelsk
♦	
Large-scale financial support for Vodnik
Bandy Club, the region’s sports brand
Our charitable donations totalled USD
180,000 in 2018.

AGD DIAMONDS’ key charitable areas
in 2018:
♦ E
 ducation
organisation and holding of a series of
classes, intellectual games, and conferences at the Geolog recreation centre for
children and teenagers
♦	
Promotion of sports
and healthy lifestyles
covering the expenses of the local swimming team related to its participation in
the Russian Swimming Championship for
Athletes with Musculoskeletal Conditions
in Dzerzhinsk
♦ Healthcare
assistance to the Centre of Children’s and
Adolescent’s Psychiatry at the Arkhangelsk
Regional Clinical Mental Hospital and the
city’s Volosevich First Clinical Hospital
♦	
Environment
provided funds to the Centre for Natural
Resource Management to buy an
all-terrain vehicle
♦ Infrastructure development
renovation and landscaping of the Petrov
sky Park, a key recreation area in Arkhangelsk; reconstruction of the water supply
infrastructure in the village of Soyana;
setting up a playground in the settlement
of Kamenka

♦ Recreation, culture, and fulfilment

of creative potential
sponsoring the release of records by
P. Akayemov with the goal of further
giving them to orphanages; financial assistance to the Lotsiya publishing house to
publish Arkhgubcheka: The Origins
♦ Provision of support to those in need
financial assistance to specific people in
difficult financial situation
The socio-economic cooperation between
AGD DIAMONDS, Arkhangelsk, and our core
operating region, the Mezensky District of
the Arkhangelsk Region, is formalised in the
agreements signed annually. These agreements outline the key areas for collaboration,
interaction principles, and commitments of
the parties.
Under the agreement, in 2018
AGD DIAMONDS provided USD 27,000 to
hold the traditional Kuzin race for classic
cross-country skiing athletes and a regional
creativity festival for children and teenagers, and to invest in the improvements
to infrastructure and community facilities
in the Mezensky District. For instance, we
reconstructed the water supply system in the
village of Soyana and set up a playground in
the settlement of Kamenka.

Charitable spending in 2018, USD ’000
2018
Charitable assistance, including

180

under the agreement with the Mezensky District

27

under the agreement with the Arkhangelsk Region Administration

85
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AGD DIAMONDS invests in local infrastructures to improve the quality of life for
people in the Arkhangelsk Region. One of such expense items is the operation,
maintenance and repair services we provide for two road sections in the Arkhangelsk Region:
♦	
Section 1: from the village of Izhma to the village of Pomorye
♦	
Section 2: from the village of Pomorye to the Grib GOK
Section 1 is maintained jointly with Public Joint Stock Company Severalmaz under
the existing contract. Section 1 is 76.22 km long, while Section 2 is 36.409 km.
203-1, 203-2

Road maintenance costs, 2016–2018, USD ’000
Road section

2016

2017

2018

Section 1 (Izhma to Pomorye)

383

545

536

Section 2 (Pomorye to the Grib GOK)

176

163

187

Our proactive, socially responsible policy has
been appreciated by both local residents and
public authorities. Since the launch of commercial production at the Grib GOK, a number
of our employees have received Letters of
Acknowledgement from Russia’s President
Vladimir Putin, and the highest local awards,
Northern Treasure and For the Merit to the
Arkhangelsk Region, for outstanding achievements and labour excellence.
AGD DIAMONDS is committed to the wellbeing of the people living in its core
operating regions. 413-1
In 2011, during the design phase for the mining operation at the Grib diamond deposit, we
held public hearings to explain to local stakeholders the implications of having a mine
launched and operated in the Arkhangelsk
Region. Russia’s Federal Law On Environmental Impact Assessment Studies provides for
public hearings only for waste disposal sites;
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Addressing water use issues in the settlement
of Kamenka
AGD DIAMONDS has been helping the Mezensky District authorities in addressing the
problem of supplying Mezen and Kamenka
residents with quality drinking water.
In autumn 2018, our hydrogeologists surveyed
water supply wells in Kamenka. Following
the inspection, a decision was made to install water treatment facilities at the well on
Yuzhnaya Street and later build a new water
supply network for the local residents.

Similar studies are scheduled for 2019 in the
District’s administrative centre of Mezen.
AGD DIAMONDS is ready to contribute to developing the terms of reference for designing
water supply projects for Mezen and Kamenka. We are committed to maintaining active
dialogue with the public, mainly through
interactions with the regional administrations
of Arkhangelsk and the Mezensky District of
Arkhangelsk Region.

however we decided to go beyond it and
showed maximum transparency in informing
the local communities, authorities, and other
stakeholders about all construction stages
and operational processes at the GOK, as
well as our efforts to mitigate its man-made
impacts on the environment.
We seek to offset the inevitable environmental impacts of our operations through a range
of diverse activities, including:
♦	
initiatives to move the boundaries of
protected areas of Russia (the Soyana and
Primorsky wildlife sanctuaries) without
reducing their total area
♦	
building a new school, which opened its
doors in Mezen on 1 September 2013
♦	
major charitable initiatives
♦	
pro-active assistance to local communities
in addressing their infrastructureand environment-related issues.
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Appendix 1.
Governance Structure
Board of Directors’ composition
from 1 January to 10 April 2018:
Dmitry Romaev
Mikhail Nazarychev
Alexander Tarabrin
Dmitry Dubenetsky
Anatoly Stakheev
Alexander Pukhaev
Alexander Martinovich

Board of Directors’ composition
from 10 April to 29 June 2018
and from 29 June to 20 December
2018 (unchanged):
Vadim Belyaev
Sergey Neruchev
Igor Kulichik
Andrey Tverdov
Alexander Malakh
Sergey Shkodinsky
Alexander Pukhaev

Board of Directors’ composition
from 20 December 2018 to present:
Vadim Belyaev
Sergey Neruchev
Igor Kulichik
Andrey Tverdov
Alexander Malakh
Pavel Fedoseev
Alexander Pukhaev

102-22

Appendix 2.
Method of Calculating
Direct Economic Value
Generated and Distributed
USD ‘000
Indicator

2017

2018

Direct economic value generated:

357,037

371,887

Income

357,037

371,887

Revenue

356,414

370,692

Finance income / interest income

623

1,195

Economic value distributed, including:

196,892

184,553

Operating expenses

86,052

74,056

Production costs / materials

46,378

49,529

Production costs / production services

40,052

43,399

General and administrative expenses: administration services

2,842

2,945

General and administrative expenses: operating lease

521

535

G
 eneral and administrative expenses: remuneration under commission
agreements and agency agreements

462

462

G
 eneral and administrative expenses: diamond transportation, packing,
and storage

673

726

General and administrative expenses: expenses for diamond auctions

348

347

Other production, administrative, and general expenses

938

1,315

Change in inventories

163

(1,746)

Change in capitalised stripping costs (excluding amortisation)

(6,325)

(23,456)

31,148

36,407

31,148

36,407

36,801

30,651

36,801

30,651

Payments to the government

42,041

42,697

Production costs / taxes

33,595

36,991

General and administrative expenses: other taxes

50

60

Current income tax

8,396

5,646

850

741

850

741

160,145

187,334

Employee wages and benefits
General and administrative expenses: total remuneration
Payments to providers of capital
Finance income / interest income

Social investments
 ther operating expenses: investments in local communities and other
O
charitable activities
Undistributed economic value
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Appendix 3.
Personnel

Total number of employees hired in 2018 by age group, gender, and region 102-8

Total number of employees by employment contract and by region in 2016–2018 102-8

Age

Female

Male

Total

Under 30 years

9

32

41

30 to 50 years

26

120

146

Over 50 years

3

24

27

TOTAL

38

176

214

Region

Region

2016

2017

2018

Arkhangelsk Region, Mezensky District

12

143

155

3

6

9

Fixed term
contract

Permanent
contract

Fixed term
contract

Permanent
contract

Fixed term
contract

Permanent
contract

Moscow
Arkhangelsk

23

27

50

Arkhangelsk

20

136

14

147

36

169

TOTAL

38

176

214

Arkhangelsk Region,
Mezensky District

31

765

35

769

74

806

Moscow

2

1

0

8

0

15

TOTAL

53

902

49

924

115

985

Total number of employee turnover in 2018 by age group, gender, and region 401-1
Age/gender/region

Total number of employees by employment contract and gender in 2016–2018 102-8
2016
Fixed term
contract

%

2017
Fixed term
contract

%

2018
Fixed term
contract

%

87

8

9

747

22

3

Over 50 years

169

10

6

TOTAL

1,003

40

4

172

11

6

831

29

3

25

47

25

51

32

28

Male

28

53

24

49

83

72

Male

TOTAL

53

100

49

100

115

100

Permanent
contract

%

Permanent
contract

%

Permanent
contract

%

136

15

148

16

156

84

Arkhangelsk
TOTAL

766

85

776

84

829

16

TOTAL

902

100

924

100

985

100

Total number of employees by gender, age group, and region in 2018 102-8

TOTAL

1,003

40

4

Arkhangelsk Region, Mezensky District

802

30

4

Moscow

14

1

7

187

9

5

1,003

40

4

Governance bodies composition by gender and age group as at 31 December 2018 405-1
Top management

Female

%

Male

%

Total

%

Gender

Number of employees

Under 30 years

0

0

0

0

0

0

Female

188

30 to 50 years

1

14

3

43

4

57

Male

912

Over 50 years

0

0

3

43

3

43

TOTAL

1,100

TOTA L

1

14

6

86

7

100

Age

Under 30 years

95

30 to 50 years

795

Over 50 years

210

TOTAL

1,100

Governance bodies composition by gender and age group as at 31 December 2018 405-1, 202-1
Regions of operation

Region
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Employee
turnover, %

Under 30 years

Female

Male

Number of
employees
resigned

30 to 50 years

Female

Female

Average
headcount

Arkhangelsk region

894

Moscow

15

Arkhangelsk

191

TOTAL

1,100
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Minimum entry level wage
in 2018, RUB (USD)

Local minimum
wage in 2018

Female

Male

Arkhangelsk Region, Mezensky District

63,236 (1,008)

45,717 (729)

11,163 (178)

Arkhangelsk

49,164 (784)

65,249 (1,041)

11,163 (178)
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Appendix 4.
Environment
Waste generation, tonnes 306-2, AGD-3
Hazard
class

Waste type

Class 1

2016

2017

2018

0.549

0.583

0.315

3.393

3.407

3.144

Undamaged used lead-acid batteries
with electrolyte

Class 3

134
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Storage, transfer
for neutralisation
(disposal) to
licensed specialist
contractors
560.859

734.721

Hazard
class

Waste type

Class 4
Storage, transfer
for neutralisation
to licensed
specialist
contractors

Used-up mercury vapour lamps,
mercury quartz lamps,
and fluorescent lamps

Class 2

Disposal
methods

831.544

> Residual waste diesel fuel
> Recyclable, halogen-free mixed
waste mineral oil products

Storage and
recycling for the
Company’s operational needs

> Petroleum products from oil
water separators and similar
facilities
> Rags contaminated by crude oil or
petroleum products (content of crude
oil or petroleum products ≥ 15%)
> Sand contaminated by crude oil or
petroleum products (content of crude
oil or petroleum products ≥ 15%)
> Used-up vehicle oil filters
> Used-up oil filters for diesel
engines
> Used-up oil filters for electrical
generators (content of petroleum
products ≥ 15%)
> Used-up vehicle fuel filters
> Used-up fuel filters for diesel
engines
> Used-up fuel filters for electrical
generators (content of petroleum
products ≥ 15%)
> Sludge left after the removal of
crude oil and petroleum products
from tanks and pipelines

Storage, transfer
for neutralisation (disposal) to
licensed specialist
contractors

2016

2017

2018

420.4

285.8

306.917

Disposal
methods

> S
 urplus activated sludge from
biological wastewater treatment
facilities mixed with primary
treatment sludge from domestic
and combined wastewater
> Low hazard waste and sweepings
from production facilities
> Unsorted waste from offices and
utility rooms used by an organisation (excluding bulk waste)
> Low hazard waste from protective
screens of domestic and combined sewer system
> Primary treatment sludge from
oil contaminated wastewater,
containing < 15% of petroleum
products
> O ther unsorted waste from kit
chens and catering organisations
> Construction and renovation
waste (debris)
> Waste (rubbish) left after cleaning
of guest houses, hostels, hotels,
and other temporary accommodation
> Worn brake pads with asbestos
brake linings
> Low hazard sweepings from the site

Storage and disposal at the Grib
GOK’s landfill

> U
 sed-up printer cartridges with
toner content < 7%
> Used-up vehicle air filters

Storage, transfer
for neutralisation (disposal) to
licensed specialist
contractors

> Waste steel belted tyres

Storage and disposal in overburden dumps – use
in the construction of retaining
walls at overburden dumps (tyres)

S u s t a i n a b i l i t y R e p o r t 2 018

|

135

A PPEN DICES

Appendix 5.
GRI Compliance Table
GRI Content Index 102-55
Hazard
class

Waste type

Class 5

TOTAL

136
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2016

2017

2018

45,498,
900.1

39,958,
414.2

43,220,
088.59

Disposal
methods

Storage and
disposal in overburden dumps

> Sand washing waste from diamond mining (tailings)

Storage and
disposal at the
tailings facility

> Unsorted scrap and waste, containing uncontaminated ferrous
metals in the form of products or
pieces
> Steel welding rod stub ends

Storage, transfer
for neutralisation (disposal) to
licensed specialist
contractors

> Uncontaminated used-up conveyor belts and drive belts
> Practically non-hazardous sludge
from treatment facilities of the
drain (storm) sewer system
> Waste (rubbish) left after cleaning
sites and premises of wholesale
or retail grocery stores
> Uncontaminated polypropylene
packaging waste
> Uncontaminated polyurethane
film waste
> Unsorted food waste from kit
chens and catering organisations

Storage and disposal at the Grib
GOK’s landfill

39,959,
438.711

Indicator

Section
of the Report

Notes

General Disclosure

> Practically non-hazardous overburden sand
> Drilling sludge related to production of fresh and brackish
groundwater
> Mine and spoil pile wastewater
and primary treatment sludge
from diamond mining

45,499,
885.301

Indicator
Index
102-1

Name of the organizatxion

About AGD DIAMONDS, p. 14

102-2

Activities, brands, products, and
services

About AGD DIAMONDS,
pp. 20-23

102-3

Location of headquarters

About AGD DIAMONDS, p. 20

102-4

Location of operations

About AGD DIAMONDS, p. 20

102-5

Ownership and legal form

About AGD DIAMONDS, p. 14

102-6

Markets served

About AGD DIAMONDS,
pp. 20-23

102-7

Scale of the organization

About AGD DIAMONDS, pp. 22-23
Care for Employees, p. 81
Economic Performance, p. 66

102-8

Information on employees and
other workers

Care for Employees, p. 81
Appendix 3, pp. 130-131

102-9

Supply chain

Economic Performance, p. 69

102-10

Significant changes to the organization and its supply chain

Economic Performance, p. 71

102-11

Precautionary Principle
or approach

Corporate Governance, p. 55
Environmental Protection, p. 104

102-12

External initiatives

About AGD DIAMONDS, pp. 25-27

102-13

Membership of associations

About AGD DIAMONDS, pp. 25-27

102-14

Statement from the senior
decision-maker

Statement from the CEO,
pp. 4-5

102-15

Key impacts, risks,
and opportunities

Corporate Governance,
pp. 55-59

102-16

Values, principles, standards,
and norms of behavior

About AGD DIAMONDS, pp. 22-23
Corporate Governance, p. 60

102-17

Mechanisms for advice
and concerns about ethics

Corporate Governance, p. 63

102-18

Governance structure

Corporate Governance, p. 50

102-19

Delegating authority

Corporate Governance, p. 54

102-20

Executive-level responsibility for
economic, environmental, and
social topics

Corporate Governance, p. 53

There are no seasonal
or other variations.

43,221,
231.51

There were no complains
about unethical or unlawful behavior from employees, citizens or any other
stakeholders in 2018.
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Indicator
Index

Indicator

Section
of the Report

102-22

Composition of the highest governance body and its committees

102-23

Indicator
Index

Indicator

Section
of the Report

Corporate Governance, p. 50
Appendix 1, p. 128

102-44

Key topics and concerns raised

Stakeholder Engagement,
pp. 42-47

Chair of the highest governance
body

Corporate Governance, p. 51

102-45

Entities included in the
consolidated financial statements

Report Profile, p. 9

102-24

Nominating and selecting the
highest governance body

Corporate Governance, p. 51

102-46

Defining report content and topic
Boundaries

Report Profile, pp. 8-9

102-25

Conflicts of interests

Corporate Governance, p. 63

102-47

List of material topics

Report Profile, p. 10

102-26

Role of highest governance body
in setting purpose, values, and
strategy

Corporate Governance, p. 51

102-48

Restatements of information

102-27

Collective knowledge of highest
governance body

Corporate Governance,
pp. 51-52

The 2018 Report is the
first non-financial report
of the Company. There
have been no restatements of information.

102-28

Evaluating the highest governance
body’s performance

Corporate Governance, p. 52
Appendix 1, p. 128

102-49

Changes in reporting

102-29

Identifying and managing
economic, environmental,
and social impacts

Corporate Governance, p. 53

The 2018 Report is the
first non-financial report
of the Company.

102-50

Reporting period

102-51

Date of most recent report

102-30

Effectiveness of risk management
processes

Corporate Governance, p. 55

102-31

Review of economic,
environmental, and social topics

Corporate Governance, p. 54

102-52

Reporting cycle

102-53

Contact point for questions
regarding the report

102-32

Highest governance body’s role in
sustainability reporting

Report Profile, p. 9

102-33

Communicating critical concerns

Corporate Governance, p. 54

102-34

Nature and total number of critical
concerns

Corporate Governance,
pp. 51-52

102-54

Claims of the reporting in accordance with the GRI Standards

Report Profile, p. 8

102-55

GRI content index

Appendix 5, p. 135

102-56

External assurance

Report Profile, p. 9
Appendix 6, p. 146

102-35

102-36
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Remuneration policies

Information relating to
the Board of Directors is
disclosed.

Information relating to the
General Meeting of Shareholders and the Board of
Directors is disclosed.
There is Regulation
on Remuneration and
Rewards to the Board of
Directors in the Company.
This document defines procedure, terms, and amount
of remuneration and rewards
to be paid to the members of
the Board of Directors. This
information is confidential.

Process for determining
remuneration

Care for Employees, p. 86

102-40

List of stakeholder groups

Stakeholder Engagement,
pp. 39-41

102-41

Collective bargaining agreements

Care for Employees, p. 80

102-42

Identifying and selecting
stakeholders

Stakeholder Engagement, p. 38

102-43

Approach to stakeholder
engagement

Stakeholder Engagement,
pp. 42-47
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Notes

The Company does not
engage consultants on
remuneration matters.

Notes

Report Profile, p. 9
The 2018 Report is the
first non-financial report
of the Company.
Report Profile, p. 9
Kaluzhskikh Irina
Leonidovna, Deputy Head
of Economics and Finance
Department
KaluzhskikhIL@
agddiamond.com
+7 (499) 677-25-35
(ext. 5021)

Economic topics
201 Economic Performance
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9
Economic Performance, p. 66
Care for Employees, p. 8

103-3 Evaluation
of the management approach
201-1

Direct economic value generated
and distributed

Economic Performance, p. 68
Appendix 2, p. 129

201-3

Defined benefit plan obligations
and other retirement plans

Care for Employees, p. 90

201-4

Financial assistance received from
government

The Company did not
receive any financial assistance from the government in the reporting year.
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Indicator
Index

Indicator

Section
of the Report

Notes

202 Market Presence
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9
Care for Employees, p. 80
Corporate Governance, p. 50

103-3 Evaluation
of the management approach
202-1

Ratios of standard entry level wage
by gender compared to local
minimum wage

202-2

Proportion of senior management
hired from the local community

Indicator

Section
of the Report

205-1

Operations assessed from risks
related to corruption

Corporate Governance, p. 62

205-2

Communication and training about
anti-corruption policies
and procedures

Corporate Governance, p. 62

205-3

Confirmed incidents of corruption
and actions taken

Corporate Governance, p. 62

Appendix 3, p. 131

Starting from 2010 the
Company employs one
top manager (deputy
CEO) representing local
community. He studied in the Arkhangelsk
region, significant region
for the Company, and is
permanently living in the
region.

203 Indirect Economic Impacts
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Indicator
Index

Report Profile, p. 9
Contribution to Regional
Development, p. 122

103-3 Evaluation
of the management approach
203-1

Infrastructure investments and
services supported

Contribution to Regional
Development, p. 122, p. 124

203-2

Significant indirect economic
impacts

Contribution to Regional
Development, p. 124

103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

103-3 Evaluation
of the management approach
204-1

Proportion of spending on local
suppliers

206-1

103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components
103-3 Evaluation
of the management approach

14 0
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Report Profile, p. 9
Corporate Governance, p. 62

Corporate Governance, p. 60

The Company identified
no cases of anti-trust
legislation violation.
(The Company is not
a monopoly’s entity).

Legal actions for anti-competitive
behavior, anti-trust, and monopoly
practices

Environmental topics
301 Materials
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9
Environmental Protection,
p. 104

103-3 Evaluation
of the management approach

Economic Performance, p. 70

205 Anti-corruption

Report Profile, p. 9

103-3 Evaluation
of the management approach

Report Profile, p. 9
Economic Performance, p. 69

The Company has no identified any case of corruption in 2018, employees
have not been brought
to disciplinary action and
have not been dismissed
for acts of corruption.
Relations with partners
have not been terminated
for acts of corruption.
There have been no
legal actions against the
Company and its employees for identified acts of
corruption.

206 Anti-competitive Behavior

204 Procurement Practices
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Notes

301-2

Recycled input materials used

The Company does not
use recycled materials
in its production cycle,
excluding spent oil, which
is used for auxiliary processes. Proportion of this
spent oil in non-renewable energy resources is
less than 1%.
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Indicator
Index

Indicator

Section
of the Report

Notes

Indicator
Index

Indicator

Section
of the Report
305 Emissions

302 Energy
103 Management
Approach

103-1 Explanation of the material
topic and its Boundary

Report Profile, p. 9

103-2 The management approach
and its components

Environmental Protection,
p. 106

103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

302-4

Energy consumption within the
organization

Environmental Protection,
p. 107

Reduction of energy consumption

Environmental Protection,
pp. 107-108

303 Water
103 Management
Approach

Report Profile, p. 9
Environmental Protection,
p. 114

103-3 Evaluation
of the management approach

103-3 Evaluation
of the management approach
302-1

103-1 Explanation of the material
topic and its Boundary

Report Profile, p. 9

103-2 The management approach
and its components

Environmental Protection,
p. 108

103-3 Evaluation
of the management approach
303-1

Interactions with water
as a shared resource

Environmental Protection,
p. 108

303-3

Water withdrawal

Environmental Protection,
p. 109

303-4

Water discharge

Environmental Protection,
р. 104, рр. 109-111

103 Management
Approach

103-1 Explanation of the material
topic and its Boundary

Report Profile, p. 9

103-2 The management approach
and its components

Environmental Protection,
p. 117

304 Biodiversity

The Company does not
consume energy for cooling. The Company provided
176,741 kWh to contracting companies, and 215
GCal of heating energy for
warming. The Company
does not realize energy for
cooling and steam.

305-1

Direct (Scope 1) GHG emissions

Environmental Protection,
p. 114

305-6

Emissions of ozone-depleting
substances (ODS)

Environmental Protection,
p. 114

305-7

Nitrogen oxides (NOx), sulfur
oxides (Sox), and other significant
air emissions

Environmental Protection,
p. 114

|

304-1

Environmental Protection,
Operational sites owned, leased,
managed in, or adjacent to, protect- p. 117
ed areas and areas of high biodiversity value outside protected areas

304-2

Significant impacts of activities, pro
ducts, and services on biodiversity

Environmental Protection,
pp. 117-118

304-4

IUCN Red List species and national
conservation list species with habi
tats in areas affected by operations

Environmental Protection,
p. 117
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There are no biogenic
emissions of CO2 from the
combustion or biodegradation of biomass.

306 Effluents and Waste
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9
Environmental Protection,
p. 111, p. 114

103-3 Evaluation
of the management approach
306-1

Water discharge by quality and
destination

Environmental Protection,
pp. 111-112

306-2

Waste by type and disposal method

Environmental Protection,
p. 115
Appendix 4, p. 132

306-3

Significant spills

There have been
no significant spills
in the reporting year.

306-4

Transport of hazardous waste

The Company does
not transport, import,
export or treat waste
deemed hazardous under
the terms of the Basel
Convention Annex I, II, III,
and IV, and does not ship
waste internationally.

306-5

Water bodies affected by water
discharges and/or runoff

103-3 Evaluation
of the management approach

142

Notes

Environmental Protection,
pp. 111-112
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Indicator
Index

Indicator

Section
of the Report

Notes

Indicator
Index

307 Environmental Compliance
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9
Environmental Protection,
p. 104

103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Non-compliance with environmental laws and regulations

103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Environmental Protection,
p. 104

Occupational health services

Safety Practice, p. 99

Worker participation, consultation,
and communication
on occupational health and safety

Safety Practice, p. 100

403-6

Promotion of worker health

Safety Practice, p. 101

Environmental Protection,
p. 104

403-9

Work-related injuries

Safety Practice, p. 97

New suppliers that were screened
using environmental criteria

Economic Performance, p. 69

404 Training and Education
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9

404-2

Care for Employees, p. 80

103-3 Evaluation
of the management approach
401-1

New employee hires and employee
turnover

Care for Employees, p. 84
Appendix 3, p. 131

401-2

Benefits provided to full-time
employees that are not provided to
temporary or part-time employees

Care for Employees, p. 89

Report Profile, p. 9
Care for Employees, p. 80

103-3 Evaluation
of the management approach
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Minimum notice periods regarding
operational changes

Care for Employees, p. 80

Care for Employees, p. 82

Programs for upgrading employee
skills and transition assistance
programs

Care for Employees, p. 82

405 Diversity and Equal Opportunityv
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9
Care for Employees, p. 80

103-3 Evaluation
of the management approach
405-1

Diversity of governance bodies
and employees

Appendix 3, p. 131

405-2

Ratio of basic salary and remuneration of women to men

Care for Employees, p. 82

402 Labor/Management Relations
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9

103-3 Evaluation
of the management approach

401 Employment

|

Safety Practice, p. 94

403-4

Social topics

14 4

Report Profile, p. 9

403-3

Report Profile, p. 9

103-3 Evaluation
of the management approach

402-1

Notes

103-3 Evaluation
of the management approach

308 Supplier Environmental Assessment

308-1

Section
of the Report
403 Occupational Health and Safety

103-3 Evaluation
of the management approach
307-1

Indicator

413 Local Communities
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9
Contribution to Regional
Development, p. 122

103-3 Evaluation
of the management approach

S u s t a i n a b i l i t y R e p o r t 2 018

|

145

A PPEN DICES

Indicator
Index

Indicator

Section
of the Report

Notes

413-1

Operations with local community
engagement, impact assessments,
and development programs

Contribution to Regional
Development, p. 124
Environmental Protection,
p. 119

AGD DIAMONDS carries
out its production
(diamond mining) only
at the Grib deposit in the
Arkhangelsk region. The
Company implements local
communities engagement
programmes, local communities impact assessment and development.

413-2

AGD DIAMONDS does
not carry out operations
with significant actual and
potential negative impacts
on local communities.

Operations with significant actual
and potential negative impacts on
local communities

Indicator
Index
AGD-1

Payments to governments

Economic Performance,
pp. 67-68

AGD-2

Innovation and investment

Economic Performance, p. 76

AGD-3

Mining waste management —
Overburden, waste rock, tailings,
sludge — Risks, storage and
disposal

Environmental Protection,
p.116
Appendix 4, p. 132

AGD-4

Social Category: Occupational
health and safety management —
Maintenance and safety of production sites and plants

Safety Practice, p. 95

AGD-5

Social Category: Occupational
health and safety management
— Risk of accident — Employees,
contractors, and subcontractors

Safety Practice, p. 97

AGD-6

Social Category: Occupational
health and safety management —
Education and training on health
and safety issues

Safety Practice, p. 100

AGD-7

Social Category: Labor conditions
— Employee training
and development

Care for Employees, p. 82

Report Profile, p. 9
Economic Performance, p. 66

103-3 Evaluation
of the management approach
416-2

In 2018 and throughout
diamonds production
and realization period
there have been no cases
of non-compliance with
international and Russian
legislations in providing
quality and confirming
authenticity of AGD
DIAMONDS products.

Incidents of non-compliance
concerning the health and safety
impacts of products and services

Section
of the Report

Notes

Sector specific social topics

416 Customer Health and Safety
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Indicator

419 Socioeconomic Compliance
103-1 Explanation of the material
103
Management topic and its Boundary
Approach
103-2 The management approach
and its components

Report Profile, p. 9
Safety Practice, p. 94

103-3 Evaluation
of the management approach
419-1

14 6
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Non-compliance with laws
regulations in the social
and economic area

There have been no
cases of AGD DIAMONDS
non-complying with laws
and regulations in the
socioeconomic sphere in
the reporting period.
The fines for non-compliance with laws and
regulations in the social
and economic area in
the previous periods are
considered insignificant
for the Company.
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Appendix 6.
Independent Auditor’s
Approval

14 8

|

S u s t a i n a b i l i t y R e p o r t 2 018

S u s t a i n a b i l i t y R e p o r t 2 018

|

149

notes

150

|

S u s t a i n a b i l i t y R e p o r t 2 018

