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Activities of Ulba Metallurgical Plant JSC (hereinafter the “Company”) in the field of corporate social responsibility and sustainable development in 2017 are regulated by the Program of the Company’s sustainable development the field of corporate social responsibility for the period of 2017 through 2019 approved by Resolution No.17 dated 29.12.2017 of the Company’s Board of Directors. The main purpose of this Program is to strengthen position of the Company as a socially responsible entity in the mid-term and address problems of social and economic development of the Company.
1. Social events
1.1 Social Stability Rating and Social Stability of the Team
Within the framework of forecasting and prevention of social and labor disputes and conflicts, and also monitoring of the level of social spirit of the Company’s team,  the  annual survey on Social Stability Rating (hereinafter “SSR”) has been carried out since 2013 by the independent sociologic agency.

Based on SSR survey for 2016, recommendations of the experts of the Social Interaction and Communication Center, and also with a view of improvement of mutual relations and prevention of social intensity in the team, in 2017 the Company developed the Action Plan to provide for social and labor conditions of the production staff (hereinafter the “Plan”) which includes activities in the following directions: 
- Inform managers and the production staff of structural divisions on SRR survey;

- Upgrade working conditions and strengthen occupational safety at the working places;

- Upgrade healthful meals;

- Material encouragement of workers according to their qualification and labor productivity;

- Provide for advanced training of the production staff;

-  Observe a principle of transparence for employment and advancement for higher position;

- Monitor and analyze the staff fluctuation;

- Assure favorable moral and psychological climate in the team;
- Maintain information interaction between workers and management of the Company and raise awareness of workers of possible feedback with the employer;

- Raise awareness of the Company’s development prospects and implementation of business transformation program; 

- Raise awareness of the procedure of complaints and appeals relating to activity/inactivity of management;

- Strengthen business and trusting relations between management and the staff (feedback);

- Observe conditions of the Trade Union Contract;

- Maintain interaction with the local executive authorities concerning social infrastructure.
On a quarterly basis a report of the Action Plan performance is submitted for approval by the Company’s Executive Board and the Board of Directors. 

Results of SSR survey carried out in October 2017 demonstrated efficiency of actions stipulated in this Plan. 
In accordance with the survey of 2017 the Company’s SSR was 78%. It is “Above the Average” indicator and it demonstrates growth by 5% as compared with 2016, and also systematic improvement for 5 years. Also the experts of the Social Interaction and Communication Center noted a high level of loyalty of the Company’s employees and satisfaction with the working conditions and internal communications. 

	Item
	Indicator, %
	2016
	2017

	1.
	Social Stability Rating 
	73
	78

	1.1
	Involvement
	52
	78

	1.2
	Social well-being
	48
	76

	1.3
	Social comfort
	80
	76*


* - Decrease of the “Social Comfort” indicator is caused by revision of the calculation method in 2017

1.2 Human Resources Development
The Company recognizes workers as the major front line and aspires to assure their well-being, professional and personal growth as a guarantee of the sustainable development of the Company. 

In 2017 the Company carried out activities for the development of human resources in the following directions:
1.2.1 Transparent Salary and Salary Competiveness
Actions to provide transparent salary of the Company’s staff and salary competiveness in 2017 were performed via strengthening interrelation between the results of work of the Company’s employees and their salary rate:

· Remuneration in the amount of 340 mln. tenge was paid to the Company’s employees in accordance with Order No. 433 dated 29.03.2017 “On Arrangement of  Remuneration Payments to the Employees of UMP JSC on the basis of the Results of Work in 2016” in accordance with “Corporate Key Performance Indicators (KPI) for Remuneration Payment in 2017 on the basis of the Results of Work in 2016”;

· By Resolution No. 30/1036 dated  28.06.2017 the Company’s Executive Board approved “Corporate Key Performance Indicators (KPI) for Remuneration Payment in 2018 on the basis of the Results of Work in 2017”.

1.2.2 Recruitment and Employment Procedure Improvement
Recruitment of qualified staff in 2017 was carried out according to FI 30.0005 "Coverage of Staff” through:

■
Internal search among the Company’s employees through a corporate portal and a corporate newspaper; databases of "Human Resources" software, and a list of managerial staff reserve;

■
External search by posting at the official website of the Company and special websites including a competent authority for population employment.

Procedure of competitive recruitment was carried out in the Company on the basis of transparency and objectivity principles. By competitive recruitment 184 vacancies from 920 candidates were filled in 2017.

1.2.3
Employees Professional Development

One of the important directions of human resources development is preparation and training of workers in professions demanded in the Company. 

The Company systematized processes of preparation, re-preparation and advanced training of employees. For that purpose the Company arranges training both with engagement of external specialized organizations and by assignment of internal trainers from highly qualified experts of the Company. 

In 2017 employees of the Company were trained in accordance with the internal organizational and administrative documentation, certificates of the employer and training contracts concluded according to the applicable legislation of the Republic of Kazakhstan. 

In 2017 total amount spent for training and preparation of workers made 59.1 mln. tenge. Total number of training courses for the workers in 2017 was 8425 man-workshops (hereinafter “persons”) including under:

■
Advanced training programs – 8201 persons;

■
Corporate training programs - 91 persons (32 persons – corporate courses for financial and economic experts; 2 persons – Young Experts School-2017; 14 persons – Mediation in Social and Labor Disputes and Conflicts; 43 persons – Master School -2017);

■
Supplementary professional training – 133 persons.

1.2.4 Implementation of Corporate Training Programs and Engagement of Talented Graduates

Within the framework of the Agreement on scientific and technical cooperation between 

JSC “NAC “Kazatomprom” and Serikbayev EKSTU 9 Master Degree students have been  prepared by the profession-oriented chair since 2017 for the demands of the Company. Training expenses for the reporting year amounted to 4.5 mln. tenge.

The Company takes comprehensive efforts for implementation of a dual system of training of the production staff. Such training system assumes direct participation of the Company in the professional education of students. In 2017 within the framework of a dual training system 11 students were trained in “Hydrometallurgy Operator” profession of whom 9 were employed in the Company. A group of 12 persons has been formed for training during 2017 through 2019.

1.2.5 Cooperation with the Trade Union and Enforcement of Mutual Obligations of the Employer and Employees
One of the important missions of the Company is creation of favorable conditions for labor activity of employees. The Company is responsible for solving issues related to social security of its workers and maintenance of confidence in the next day. With a view of strengthening of social partnership, observance of responsibility, provision of  guaranteed privileges and payments to employees on February 26, 2016 the Trade Union Contract was concluded as a legal act to regulate social and labor relations in the Company. The subject of the Trade Union Contract is the establishment of specific mutual obligations in the labor sphere between representatives of employees and the employer of the Company in accordance with the legislation of the Republic of Kazakhstan.
The Trade Union Contract is concluded for all the employees of the Company regardless whether they are members of the Trade Union, and also for the former employees of the Company.

A Commission was established on a parity basis for the purpose of collective negotiations, preparation of the draft trade union contract and its amendment. In 2017  six sessions of the Commission were held where a number of specifications and additions were initiated and made in the Trade Union Contract which improved social security, including:

· Introduction of the rate of compensation of the amount of passes to any rest homes of East Kazakhstan to the Company’s employees; 

· Determination and introduction of the rate of compensation of the amount of passes to any rest homes of East Kazakhstan to the Company’s current and former employees of Privilege Category; 

· Determination of the amount of grants to parents and guardians as the Company’s employees to be used for medical examination, treatment and recovery of disabled children until they are 18.

On a quarterly basis the Commission controlled performance of the Trade Union Contract. Mutual obligations of the employer and employees under the Trade Union Contract for 2017 in accordance with the applicable legislation of the Republic of Kazakhstan (Labor Code of the Republic of Kazakhstan and the Law of the Republic of Kazakhstan on Trade Unions), the Charter, the Code of Conduct and the financial plan of the Company were performed completely by both employees and the employer.

Information on performance of the Trade Union Contract is posted at the corporate portal of the Company, and also communicated to the employees at quarterly meetings of the Executive Board Chairman of the Company with the representatives of the Company’s team.
1.2.6 Development of Social Programs for Employees 

The Company pays high attention not only to payments of social nature which are directed on creation of a healthy working microclimate in the teams to allow the employees performing their labor duties successfully, but also to social support of the former employees.

In 2017 expenses for financing of a social package per one employee made 69.4 thous. tenge, and per one former employee – 13.7 thous. tenge. Total amount spent for these purposes was 247.5 mln. tenge, including:  
■
Financial assistance to employees - 49 mln. tenge
■
Retirement benefit – 10.7 mln. tenge

■
Social support to relatives of died person - 8 mln. tenge

■
Social support of the former employees of the Company – 13.6 mln. tenge

■
Voluntary insurance in case of illness – 68.2 mln. tenge

■
Medical services for the current and former employees of the Company - 98 mln. tenge

With a view of rendering social support to the employees for improvement of living conditions the Company is governed by the Regulation “On the Order of Consideration of Applications for Long-term Loans to the Employees of UMP JSC”. 49.2 mln. tenge were allocated for improvement of living conditions in 2017. 13 employees improved their living conditions.
1.2.7 The Youth Policy of the Company

Active work with young employees is one of the major priorities of the Company. It is directed on maintenance of human resources personnel security, preparation of highly qualified young experts among the best graduates of educational institutions and their rather quick and effective adaptation in the Company. 

According to the Regulation for the Young Expert and the Young Worker of UMP JSC 2 graduates from Moscow Engineering Physics Institute and 8 graduates from the Ust-Kamenogorsk Interdisciplinary College (Hydrometallurgy Operator) employed at UMP JSC in 2017 got the status of “Young Expert’ and “Young Worker”. Instructors were designated for their adaptation and professional development and development plans were drawn up. 

The Instruction for the newly employees is developed for the purpose of adaptation to the corporate culture, acquaintance to the traditions and code of conduct in the Company. 

The Youth Association has been operating in the Company since 2003. The main purpose of the Youth Association is creation of conditions for comprehensive spiritual, cultural, educational, professional and physical development of young employees, their participation in decision-making process, successful socialization and direction of their potential to further development of the Company.

The Youth Association includes representatives from the most active young employees who successfully combine the production activity, work in the Youth Association and also participation in the public and political life of the Company and Ust-Kamenogorsk city.  

In 2017 the activity of the Youth Association was governed by the Regulation for the Primary Organization of the UMP JSC Youth Association within the Public Association “Nuclear Forum”.

Members the Youth Association:
■
Participated in the bidding of improvement proposals of JSC NAC Kazatomprom (A. Sveridenko (Beryllium Operations), S. Kovaliov (Uranium Operations); 

■
Participated in the competition on the award of the Ust-Kamenogorsk Akim "Leader of the Year” (A. Zinchenko (Testing Center) has won in nomination “Young Professional”);

■
Organized cultural events, and also took active part in all events carried out by the Company (sport games, corporate events, workshops, etc.) and administration of Ust-Kamenogorsk;

■
Organized volunteer clean-up day and charitable actions in the orphan homes.

1.2.8 Project “Introduction of Human Resources Management Target Mode”
Within the framework of transformation program implemented at JSC NAC Kazatomprom and execution of Project KAP 17 “Human Resources Management Target Model” in 2017 the Company updated/developed the following documents to regulate the processes of human resources management:

· FI 30.0005 “Provision with Personnel”;

· FI 30.0003 “Training and Advance Training of Personnel”;

· ST 30.0019 “Procedure for Key Positions Reserves at UMP JSC”;

· ST 30.0013 “Procedure of Qualification of Employees”.

· Regulation for grant-in-aid for education; 

· Regulation for the Trade Union Contract management;

· Regulation for corporate events management.
1.3 Maintaining Social Tranquility in the Company

The Company pays special attention to various measures for prevention of conflict situations and labor disputes among employees.
The resources existing in the Company for conflict situations resolution are complemented with existence of mediators and Ombudsman’s activity.

The institute of mediators who passed special training was established in 2013 in the Company. In 2017, 14 employees were trained on a subject: Mediation. Basic Course by the specialists of Private Institution Kazakhstan Center of Mediation. The list of mediators including 46 employees is published on a corporate portal of the Company.
In 2017, there were no appeals of employees to mediators. It should be noted that in 2017, the level of employees’ awareness on mediative methods of conflict resolution has considerably grown in comparison with the previous year. As a part of Social Stability Rating Study in reporting year it was found that 33% of employees from among respondents will address to mediators in case if their rights are violated. Based on RSS research findings in 2016, only 16% of employees would address to the Company mediators.

In order to comply with the standards of business conduct and optimized regulation of social and labor disputes, an Ombudsman of the Company was appointed by Resolution of the Board of Directors of the Company (No. 47 dated 12/5/2016). 

Information on the Ombudsman with contact telephone numbers and e-mail addresses is placed on the information boards of the Company.

In 2017, there were no appeals of employees to Ombudsman due to the lack of social and labor areas of concern both among employees and the Company.
1.4 Corruption and Fraud Management, Settlement of Corporate Conflicts and Conflict of Interests

The main business activities of the Company and common rules of anti-corruption behavior of the Company’ officers and employees were regulated by UMP JSC Corruption and Fraud Management Policy, approved on March 01, 2014 by the Executive Board Chairman of the Company (hereinafter referred to as “Policy”). The principles and provisions of the specified Policy are brought to information of personnel through UMP JSC corporate portal and also the department managers heads.
For efficiency of fight against risks, adequate countering action to violations Policy of confidential report on possible or known facts of fraud, violations of internal control procedures and other standards of NAC Kazatomprom JSC in UMP JSC, introduced by Order No. 389 dated 7/2/2012 was applied.

On the information stands and the Company’s corporate portal there are trust line phone numbers and e-mail addresses of NWF Samruk-Kazyna JSC, NAC Kazatomprom JSC and Security Director Office for possibility of getting information on facts of corruption, fraud, violations of norms of Corporate Culture as well as illegal actions of officials of the Company from the Company employees and parties concerned.
For the purpose of the law enforcement practice assessment in the sphere of corruption management anti-corruption monitoring of the Company as a subject of quasi-public sector was conducted according to requirements of RK Law on Anti-corruption dated 18.11.2015 No. 410-V. As a result of monitoring there was a conclusion drawn on lack of corruption risks occurrence (corruption offenses), high level of anti-corruption culture and efficiency of effective Policy of the Company. Employees willingly perceive and assess anti-corruption events held positively. There are no signs of dissatisfaction and social tension revealed.
Due to the lack of realized corruption risks, there is no basis for external or internal anti-corruption analysis.

On May 26, 2017, there was training meeting held with Zh. Tleukenov, Director of Anti-Corruption Policy Department of RK Agency for Civil Service and Anti-Corruption in the Company, where there were explanations on the practice of applying Laws of the Republic of Kazakhstan On Counteracting Corruption, Implementation of Anti-Corruption Strategy of the Republic of Kazakhstan for 2015-2025 received.
To minimize the possibility of causing material damage, occurrence of corruption risks as well as protection of the Company’s business reputation as a subject of quasipublic sector, UMP JSC procurement procedures were monitored in the manner prescribed in I.19.0009-16 Procedure for Verifying Potential Supplier.

2. Labor Safety and Environmental Measures 
The Company is fully aware of its responsibility for ensuring trouble-free production activities, safe working conditions for employees and maintenance of health of the population living in the region.
In the Company, an integrated management system has been introduced that meets the requirements of international standards IS0-14001 (environmental management system), ISO 9001 (quality management system) and BS OHSAS 18001 (health and safety management system). In accordance with this system, the Company has organized work to comply with the requirements of RK legislation in the sphere of labor and environmental protection, radiation and nuclear safety.

2.1. Health Protection and Occupational Safety Maintenance
In 2017, health and safety management system was implemented according to the laws of the Republic of Kazakhstan, regulations and technical acts, orders, instructions of the Company, international standard OHSAS 18001 requirements, instructions and recommendations of the Sole Shareholder that regulate safety requirements at work.

The Company paid paramount importance to the issues of financing activities on improvement of conditions, labor protection and sanitation. For these purposes, Comprehensive Plan for Improving Conditions, Occupational Health and Sanitation for 2017 (hereinafter referred to as “Comprehensive Plan”) was developed and approved on December 30, 2016 by the First Deputy Chairman of the Board of Directors, Chief Engineer in the Company.

In Comprehensive Plan provisions were made for 160 activities, 123.8 mln. tenge were spent on their implementation, including:

■ 89.3 mln. tenge was spent on 106 activities aimed at improving working conditions, therewith, working conditions were improved for 1,813 employees;

■ 31.5 mln. tenge was spent on 40 activities to reduce probability of injury, therewith, likelihood of injury was reduced for 351 employees;

■ 2.5 mln. tenge was spent on 8 activities to reduce overall morbidity, therewith, probability of morbidity was reduced for 127 employees;

■ 6 activities was spent on 6 activities to reduce probability of accidents, therewith, probability of accidents is reduced for 148 employees.
In the Company proper sanitary and living conditions are in place: showers, dryers, dressing rooms, washing rooms, toilets, dining rooms which are equipped with necessary household appliances.

In 2017, employees were provided with high-quality overalls and personal protective equipment to the full extent.
Constant monitoring was carried out to provide employees with PPE, special footwear and other personal protective equipment. In the departments on an ongoing basis an inventory of the overall condition was carried out, its rejection, control over the compliance with terms of use with the norms for free provision of PPE and special footwear at the expense of the Employer.
Labor protection costs made 990 mln. tenge, including:

■ personal protective equipment and safety devices: 249.5 mln. tenge;

■ services for provision of medical and prophylactic food and milk: 243.2 mln. tenge;

■ services of special laundry and soap funds 222 mln. tenge;

■ other costs: 275.3 mln. tenge.
Work on preventative measures and non-admission of accidents at work was carried out in accordance with UMP JSC Management Policy (quality, ecology, health and safety at work) adopted at the meeting of Executive Board of Directors (Minutes No. 59/1065 dated December 26, 2017) .

There was a Contract for 2017 made with Subsidiary of the People's Bank of Kazakhstan for Life Insurance Halyk-Life JSC for compulsory accident insurance of employees during the performance of his labor (official) duties.

In order to take measures to prevent accidents at work the Company took into account all accidents as well as investigations and analysis of their causes, based on the results of investigations preventive measures were developed. In 2017, there were 2 accidents in the Company, one was a serious accident.

On a regular basis the Company paid close attention to training of employees on safety and labor protection, industrial, fire, radiation, nuclear safety.

In 2017, 314 employees were trained and certified in specialized training centers for advanced training courses on occupational safety and health issues and industrial safety issues.

Safety and labor protection, industrial, fire, radiation, nuclear safety training was conducted for 244 new employees. Induction training was provided to 244 employees, 191 employees passed initial briefing training on safety and health at work and their knowledge was tested. There were no people who did not pass training, test of knowledge and those admitted to unrestricted work.
In order to prevent and detect violations and deviations from requirements of the existing rules, regulations, instructions, standards and other regulatory and legal acts on labor protection, technical (trade union) labor protection inspectors, in collaboration with managers and specialists of the departments, conducted monthly scheduled inspections of the status of safety and labor protection at the workplaces. The results of inspections were discussed during Labor Protection Days which were held in the departments on a monthly basis.
2.2 Environmental Protection
Nature protection activities, environmental protection and resource saving are also prioritized issues in the Company.

Environmental care ensures sustainable development of the Company. For the prevention of possible negative impact the Company take all necessary actions on assurance of environmental protection as well as conservation and restoration of natural resources, constantly improve the products, processes and working conditions for its employees.

The Company ensures constant fulfilment of priority tasks in the field of environmental protection.
Since 2003 the Company is certified for compliance with the requirements of international standard ISO 14000. 

The work on pollution abatement was conducted in accordance with “Management policy of UMP JSC in the field of management (quality, environment, occupational health and safety)” passed on the meeting of Executive Board (Minutes No.59/1065 dd. 26.12.2017).

There are implementation of basic principles of the above-mentioned Policy and fulfilment of particular environmental tasks oriented to environmental impact mitigation and improvement of Environmental Management System (EMS).

Environmental impact is effected within the set limits of emissions, pollution discharge and production waste emplacement by all departments of the Company. 

In 2017 gross emissions of pollutants into the atmospheric air by the departments of UMP JSC were equal to 48.8 % against set limits, gross emissions into Ulba River were equal to 47 % against set limits, volume of emplaced hazardous waste was equal to 44 % against set limits. 

Issues regarding environmental protection are treated at the “Days of environmental protection” once every three months. 

The Company provides financing of the actions on environmental protection, including expenditures for efficiency increase of dust and gas cleaning units, protection and sustainable use of water resources.  

In 2017 in accordance with “Environmental Protective Measures Plan of UMP JSC” were fulfilled 17 measures in the amount of 592.4 mln. tenge, were assimilated - 1 080.3 mln. tenge or 306% against the level of 2016. Over-fulfillment caused by additional financing for expedited implementation of project – “Construction of evaporation pond’s first stage (map) No.5”.

Within the framework of environmental protection the fundamental role was assigned to effective operation of the industrial environmental control system. Environmental monitoring at the industrial site of Ust-Kamenogorsk is provided by means of own accredited laboratory, at the processing plant and Karadzhal mine in Kurchatov is provided by means of accredited analytical laboratory “Laboratory-Atmosphere” LLP. In 2017 for investigation of quality of the ambient air, surface water bodies, ground waters, soils (within the framework of industrial environmental control at the site of UMP JSC, Ust-Kamenogorsk) were expended 100.4 mln. tenge.

2.3 Nuclear and Radiation Safety Assurance 

Annual effective radiation dose of the Group A personnel shall not exceed 20 mSv in accordance with hygienic regulations of Sanitary-epidemiological requirements to the radiation safety assurance approved by the Minister of National Economy of the Republic of Kazakhstan (Order No.155 dd. 27.02.2015). In 2017 an actual value of maximum annual dose was equal to 2.52 mSv in the Company, which is 8 times less than the limit of annual effective radiation dose of the Group A personnel. 

All the works on assurance and control of nuclear and radiation safety in the Company were performed in accordance with the requirements of applicable legislative and regulatory documents of the Republic of Kazakhstan in the field of nuclear and radiation safety.

3. Activities on economic impact in the operations regions

3.1 Promotion of the social and economic development of the operations regions
The Company is a social responsible; therefore, development of the social sphere and implementation of the social projects is one of its priorities. 

In March 2017 the Company participated in the signing of three-party Memorandum on cooperatioon within the framework of social and economic development of region between NAC Kazatomprom JSC, UMP JSC and Akimat (Local administration) for 2017-2019. In discharge of obligations specified in above-mentioned Memorandum in 2017 the Company transferred to the budget of East Kazakhstan Region 1 000 mln.tenge for development of economic and social sphere of the region.

Since 2012 employees of the Company joined to the implementation of Comprehensive Plan on support of orphaned children and children without parental care and took for foster care 23 children from foster homes of Ust-Kamenogorsk City. Employees transfers  own funds to the accounts of foster children in the “Zhilstroysberbank” JSC, on which foster children can purhase housing upon reaching of full legal age. In 2017 the amount of 2.6 mln. tenge was transerred from the Company’s employees to the accounts of children. 

In 2017 within the framework of program “Rukhani Zhangyru” the Company’s employees took an active part in the common to the whole republic campaign “Road to the school”. Attention of the plant workers was directed to the foster children. Plant workers voluntarily gathered 681.5 thousand tenge, on which were purchased school and sports uniform, footwear, school bags, stationeries for children.
3.2 Procedures of procurement activities management within the framework of Sustainable development 
The Company assured an openness and transparency of procurements by means of publication on the web-site http://goszakup.ulba.kz the plans of procurements, including plans of long-term procurements, laws and regulations and information on holding of the tenders, single source procurements, procurements via request for price quotations and its results.   

In 2017 Samruk Kazyna JSC introduced the standard on execution of pre-qualification of the potential suppliers. 

The Company fulfills the purchases in the certified, social responsible and those suppliers, who successfully got through pre-qualification.      

Volume of purchases of the goods, works and services in 2017 was equal to 22 476.9 mln. tenge, including:
	· Goods 
	17 643. 3 mln. tenge

	· Works 
	1 745. 3 mln. tenge

	· Services  
	3 088. 3 mln. tenge


Local content share according to plan of 65% (without including the raw materials purchased in the foreign suppliers) was equal to 59.26%. 

Conclusion
The Company fulfills the purposeful work on implementation of activities of the “Program of sustainable development of Ulba Metallurgical Plant JSC with regard to corporate social responsibility for 2017-2019”.

All activities with regard to social development, occupational health and safety, environmental safety and also participation in the social and economic development of operations regions have been fulfilled and successful. 

Yu. Shakhvorostov 

Executive Board Chairman
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