Annex |

Correspondence with Georgian Manganese LLC and Georgian American
Alloys

HUMAN RIGHTS WATCH
Neue Promenade 5

10178 Berdin

Tel: w49 30 700 146 580

Evrorr amD ComTRAL ASIN
Bivisiam

Volodymyr Lozynskyy
General Director, Georgian Manganese
5 Marjanishvili Street, Thilisi, Georgia o102

April 30, 2019

Dear Mr. Lozynskyy,

| am writing to you to request information in connection with research that
Human Rights Watch is carrying out on safety and labor rights in Georgian
mines, which we plan to publish in the coming months. Our research to
date in part relates to the safety of mining workers at the Chiatura
manganese mine, which we understand includes nine sites in and around
Chiatura. We understand from your website that Georgian Manganese LLC
(GM), a subsidiary of Georgian American Alloys (GAA), owns these mining
sites. Our research also relates in part to producers in GAA/GM supply
chain.

Human Rights Watch is an independent, international nongovernmental
organization that monitors human rights in more than go countries
wordwide. We produce reports on our findings to raise awareness about
human rights issues and to develop and promote policy recommendations
for change.

berbeln In December 2018 and March 2019, Human Rights Watch spoke 24 workers
:;‘— employed in six of the nine sites of the Chiatura manganese mine. We
...,“""},_"H:_ interviewed 15 workers individually, and conducted two group interviews
..'—..'::.... with four and five workers respectively. We met representatives of all three
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worker unions at the mine site. We also spoke with the head of a four
person cooperative, a small company licensed by GAA/GM, extracting
manganese near the Chiatura mine that supplies manganese to GAAJGM
through an intermediary.

Qur research indicates that working conditions at the Chiatura mine
heighten risks related to safety and labor rights. We are also seeking to
understand how GA% /GM meet their responsibilities in relation to suppliers.
Qur key findings are summarized below. We request your responses on
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these findings, and to the specific gquestions that follow. We seek to produce well-balanced
research and will incorporate your responses in our report.

Key findings

As stated above, we understand from workers and unions that GAAJGM currently operates
nine mining sites around Chiatura, known together as the Chiatura manganese mine. A new
mining system was reportedly introduced in 2016 and is being currently used in five of these
sites, imlvolving the use of a diesel-powered tractor instead of a train, longerworking hours,
and workers staying in a company dormitory during shifts. We were told that four other sites
use an old system of mining with shorter shifts and where trains collect and transport
manganese. Throughout this document, we refer to the new method described above as
“new system,” and to the old method of mining as "old system.”™ We interviewed workers in
three new system mines, and three old system mines.

Lomg working fowis and nadaguate rest. Workers who are employed in the new system
described working 12-hour shifts for 15 consecutive days every month, followed by two
weeks off. Every other month workers do night shifts under this schedule. Workers employed
under this system said the long working hours are exhausting and they are unable to stay
alert to possible hazards.

Employer-provided housing and food. Workers employed in the new system — a majority
living in the same town as the mines — are required to live in an employer-provided dormitory
for the 15 days of their shifts. Union representatives and seven workers employed in tha
dormitory system said that movement of workers in and out of the dormitory is restricted. All
seven workers said they must submit written requests to a dommitory supervisor to obtain
permission to leave the dormitory. We leamed about a worker who was granted permission
to leave being asked by dormitory supervisors upon return about the time spent away from
campus, and to report with whom he spent time and what he did.

Workers said the food provided by the company at the dormitory and in packages handed
out before shifts was insufficient forthe physical effort required for their work. Three workers
sald their dormitory diet consisted mainly of macaroni and rice, and two said they would eat
meat only once or twice a week. We learned from two workers and a union representative
that dormitory workers staged a protest against poor quality food in 2097, which according
to them did not help improve food quality.
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Intoxication with diesel fumes. Workers in the new system reported theirworking spaces are
filled with toxic smoke emitted by diesel-powered tractors. Workers described experiencing
dizziness, nausea, and asthma-like symptoms they attributed to inhaling the fumes on a
daily basis, for extended hours at a time. These testimonies are consistent with findings of
the World Health Organiz ation (WHO) on the effects of inhalation to diesel fumes.?

Production pressures that compromise safefy. Six new system workers said they have to
meel production gquotas, and wo said their wages were deducted when they did not. To
meet guotas faster, one worker said they are asked by superiors to go back inside the mine
before the smoke clears after a blast The Center for Disease Control and Prevention has
found that blasting generates toxic gases that are dangerous for health.2

Seventeen old system miners also said they have to meet quotas. One old-system worker
said superiors sometimes skip maintenance work to save time and meet the quota. The
worker lost a limb allegedly after being asked by a superior to use a defective piece of
equipment. Another said hewas injured in twoyears ago in circumstances that he said came
about because he was in a rush to meet the guota and could not pay attention to waming
signs signaling the collapse.

Unpaid overtime, work on public hoBfdays and penalties for not meeting quotas. Normal
working hours including transportation to and from the underground mining sites in the old
system add up to an average of zo overtime hours per month. In addition, five old system
workers said they would stay an extra 30 minutes to 1.5 hours several times a month in order
to meet guotas. None of this overtime was compensated. Three workers said they worked
during public holidays over the previous year, at no additional pay.

Two new system workers also said the company deducted up to ten percent from their wages
on months when they did not meet quotas.

Lackof breaks. There are no regular breaks during working houwrs, according to 17 old system
workers and four new system workers.

Failure fo provide wiitten employment contracts. All 17 old-system workers interviewed by
Human Rights Watch reported never receiving copies of the contracts they signed, and in
SOme cases never signing a contract Six new system workers say they never got a pay slip.

A o whoi ies/diesel.
L. G .0 ninshymini Eia diotf.
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Working conditions a licensee companies3 Human RightsWatch observed multiple smaller
companies extracting manganese in and around Chiatura. We spoke to the head of one
cooperative who said he sells manganese to GAA /GM through an intermediary. We observed
excavators operating in unprotected trenches with layers of sand and other materials about
6o meters deep in this and other cooperatives. Intemational Labor Organization (ILO)
standards require that adequate precautions be taken in any excavation or shaft by suitable
shoring or otherwise to guard against danger to workers from a fall or dislodgement of earth,
rock or other material +

Under the United Nations Guiding Principles on Business and Human Rights, companies
have the responsibility to respect human rights and are reguired to “aveid causing or
contributing to adverse human rights impacts through their activities,” as well as “seek to
prevent ormitigate adverse human rights impacts that are directly linked to theiroperations,
products or services by their business relationships, even if they have not contributed to
those impacks.™s

According to ILO Convention Mo. 1, the rate of pay for overtime shall be not less than one-
and-one-quarter times the regular rate ¢ The European Social Charter provides for work on
public holidays with pay.7 ILO standards and the European Social Charter provide for a
mandatory weekly break ® EL standards which Georgia committed to implement under the
EU-Georgia Association Agreement recognize that “long periods of nightwork can be
detrimental to the health of workers and can endanger safety at the workplace™ and require
that night shifts not be longer than B hours in every 24-hour period.? The Directive also
requires a break every six hours of work.=

4 Human Rights Watch uses the term ficensee company in this letter to refer to smaller companies or
business entities, including those organized as cooperatives, who have contracts or other arrangements to
supply manganese to Georgian Manganese LLC.

'm:l&nfllﬂcmvml‘ln.lﬁ? Hfﬂflndliaalﬂlmmlmn.

'Artu:leﬁnflmmnmmnl‘lu 1 on Hours of Work [Industry):
wrnrw.ilo LEPUB 12100:0c WO PI2100 ILD CODECDO01

¥ article 2 para 2, European Social Charter: https://rm._coe. int/168006b642

® article 2, 1LO Convention 014 on Weekly Rest [Industry):

hitps:/wnere ibo.orefdyn fnomiex/en P p=NORMLENPUB- 121 00:0c-NO-F12100 L0 CODEXCO14 and
Article 2 para 1 and 5 of European Social Charter: mgﬂmm&'ﬂlﬁam
’mmﬂmmmmm& -lex europa euflegal-

1213 EUMWEWMTMEW
m&m;mmwﬂumfwwﬁﬁfmﬂmﬁﬁwﬁﬂ
2 EU 2003/88/EC Working Time directive: hitps://eur-lex suropa eu/lesal-
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Based on these considerations, wae would appreciate receiving your answer to the following
guestions. If it is not possible to answer all the guestions, please send information that is
available:

1:

10,

11

Please describe the relationship between GAA, GM, and the Chiatura manganese
mine. What mining sites are owned by the Chiatura manganese mine? Does GAA/GM
operate all of these sites? If not, who operates and controls decision-making about
the operation of the sites of the Chiatura mine?

. How many Chiatura mine sites owned by GAA/GM are mined by licensee companies?

Can you please provide more information about your relationshipwith and oversight
of licensees?

Does GAA/GM have human rights and labor rights policies? If so, could you provide
us copies of these policies?

Could you briefly describe the new system of mining? Why did GAA/GM introduce
this system? Was worker and union input collected in relation to introducing the new
system? If so, how?

We would welcome more information on GAAS GM's rationale for requiringworkers to
stay in the company dormitory during shifts. Are exceptions ever granted to this
requirement? If so, underwhat circumstances?

. How many new system employees have their usual residence in Chiatura or nearby

towns? How many commute from another town?

Does GAA/GM have a written list of house rules for those living in the company
dormitory? If so, please provide us with relevant details. Can you please provide any
information on the consequences forworkers who break house rules?

. What dietary considerations does GAA/GM take into account for the company-

provided food in the dormitory? How many meals a day are provided, and for how
many workers?

Does GAA/GM plan to expand the new system to any additional mines and if so, by
when?

How does GAA /GM mitigate or plan to mitigate safety and health risks related to long
hours of work, including risks related to fatigue and to prolonged exposure to toxic
fumes such as diesel exhaust?

Are any breaks scheduled during shifts in new and old system mining? If so, how
many and at what intervals?

. How does GAA /GM work with licensee companies to purchase manganese? What are

the terms of this relationship, and does it enter formal contracts? If so, do GAAJGM
contracts include provisions on labor rights, and health and safety at work?
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13 Who is consulted when determining production quotas? How does GAA/GM make
sure quotas are reached safaly?

14. How does GAA/GM record, calculate and pay workers forwork during public holidays
and for overtime?

15. Does GAAGM have a system to receive and address worker grievances? If so, how
does that system work? Can you provide data on the number and type of complaints
received, and how they were handled?

16. Have complaints on issues similar to those that Human Rights Watch has identified
and set out above come to your attention previousty? If so, what actions did you take
in response?

We would welcome a reply on these gquestions and on any other findings in this letter. In
order to reflect your position in our upcoming report, which we may reprint in full, we would
ask for a written response by June 7, 2019 In addition towritten responses, if you would like
to discuss our findings, we would be happy to speak by phone.

For a written response, please contact Hugh Williamson at williaag@how gre and Elida Vikic
at yikiceq@hrw org. For anmy guestions, please contact Elida Vikic by phone at
+4930700146591.

Thank you in advance for your attention to this mater.
Sinceraly,

Hugh Williamson

Director

Europe and Central Asia Division
Human Rights Watch

CC: Mordechai Korf, CEQ, Georgian American Alloys; Nikoloz Chikovani, Special Manager,
Georgian Manganesa
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Hugh Williamsom

Ihrector

Eurspe and Central Asia Division
Humam Righis Watch

Jume 10, 2019
Diear Mr. Willismson

Twant to start with expressing our company's. a5 well a5 my personal, respect and appreciztion for the
work that Homsn Rights Waich does globally and in Georgia_ I want to assure yvou that your questions
and comments on our operations and working practices at our facilities are taken very seriously, as are
always been of ntmost imporance for our company. Please see below some comments and responses
and plesse note that we have recently underwent major overhaul of key sodal policies which were a
result of our mensive negotiations with our employees. Shall there be amy shortcomings in our
practices, that do not comrespond to best practices of mdnstry, we are resdy to tackle them accordingly.

First, I would like to present you some clarifications i respect of particular information that may be
escentisl fior the research that Human Rights Watch is camying out. Therefore, our letter will be divided
into two parts — 1. Clarfications; 2. Answers.

Part I Clarifications:

L Emplover-provided housing and food. We would like to clanfy that upon prior verbal request made

to the supervisor the employees can lesve the dommitory. The only written process is compamy
registering facts of the employees leaving and renoming in the respective book. This process of
Tegistration is essential since the responsibility for the employees secarity lies npon the employer while
the worker is within the employer’s temitory. As for the employee’s statement that he had been asked
to explain where snd with whom he was staying after leaving the dormitory, we need more information
to check the details of the issue, in case it is delivered, we will be able to clear the details.
As for the food issne, the feeding of the employees is camed out by the contracior company and oot
directly by Georgian Manganese LT.C. At the ssme time, practice has shown that there may be some
shoricomings from time to time. However, we sre working on maximizing the issne msnd ommentty
Georpian Manganese L1.C 5 performing the new supplier's tender selection process, in which the
workforce is actively involved. The process will be over in the coming days.

T Intoxication with diesel fumes, Losders used in mew system sre specially desigmed for the
umderpround work and sre equipped with snti-hsrmfol emission system Also, in the mdersround
guarmmies ventilstion system is provided and air content is monitored regularfy. In onder to control the
permizzible concentrations of harmiul gases in the emvironment, the Georgism Mangamese LLC
coniractor specialized organization ("Mining Bescoe™) tskes gir samples both sccornding to the
schedule and in case of suspicion of ocomrence of violation of the permissible concentration. If the
devistion from the permissible concentration is observed, evacuation of the workers is performed and
the process of work will be suspended wmtil the simation is folly corrected, which should also be
confirmed by repeated, control samples

I Productien pressures that compromize safefv, In case of underground mining through explosion,
the production cycle inchudes complete ventilation for 30 me after the explosion. The work is

Lo, 2000 Tiglsammbio, LidshbBml . N9; aorm: STTIHEL, gm-chancellery@gm.ge
Address: & Sakarkhno str, 2000 Zestafonl, Geargla
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renewed only after the completion of the ventilstion. This is controlled by the engineers and technical
personnel of the sites.

As for the formation of toxic gases as a result of the explosion, T wonld like to inform you that since
2018 the company has completely replaced a fiery method that genersted the products of the firing by
non-electric detonstion (so-called Monel) method

At each safety trainings/instmctions whether plspned or extracrdinary, the employees are always
provided with the explanations that if there is the sitzation threatening the life or health of the
employees or others nearby, they should discontinue the work and prompely inform the management
sbont the rsks. Besides, esch occupational acodent is recorded, detsiled case investigation =nd
analysis of the case is performed The results of the inguity are published poblicty throughount the
company and for the purpose of preventing similar cases, exira special instuctions on safety
Tegulations are condncted . As for the worker's statement sbout the loss of the limb which was camsed
as 3 result of the work on the faulty equipment. we need more information to verify the detsils of the
issme.

- Unpaid overfime. work on public holidays and penalfies for not meeiing guotas. We would like
o clarify that wansportation of the employees fom residentisl places to the work is organized by the
contractor company to prevent the employees from spending unreasonsbly long period of time on the
way to and fiom work, since poblic transport has some problems. Standard working hours do not
include tramsportation from the place of residence o and from the work As for overtime
compensation, see the snswer to the 14th question. As for the statement of the surveyed workers when
they said that in the lact period they did not receive sppropriste compensstion for working on holidays
znd that 8 certsin amonnt was deducted from the labor remmneration of the company's twoe employees
due to the faihore to meet the qootss, we need more information, in case it is delivered we will be able
to clear the detsils of the issue.

- Failure to provide written employment contracts. Labor contracts with employees are execuied i
accondance with the applicable legislation As for the pay-slips, they will be printed a few days before
the repumeration of each month and will be handed over to all employees. All the accmeals, additions
and privileges, a5 well as deducted taxes and other liabilities are detailed in the pay-ship.

In addition, if needed every employee may receive clarification from HE department reganding
sccued and dedocted amonnts.

Eant IL Ancwers:
Flease describe the relsti ip between G. GM. and the Chiaiura manpanee mine. What
ining sites are owned e Chinfura ese mine? Does GAA/GM all of these
sites? If mot, who tes amd conirals decision- ing about the operation of the sites of the
Chisturs mine?

Currently, according to the Order of Thilisi City Court, dated May 11, 2017 {case No. 3/3381-17,
Georgian Manganese LLC is manazed by 2 special manager. Georgian Manganese subordinate is its
stmuctural subdivision - Chisturs mining ennichment complex, that in tem inchides following sub-
Soisioge:

Mines (underground mining):
underground site "Vake-Thke Mel™
underground site "Vake-The Me2"
mnderground site "Diarkveti”
underground site "Devidzeshi M1"
undergronnd site " Korokhnali M1
mnderground site “Korokhnali N2"
underground site "Perevisa”
underground site "Tsereteli”

Mine "Mpvimevi™

bl e M M B ool
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10. Mine "Shukrot™
11. Pataridze mine

Open cast mimes
quarry site "W27"
quarry site "EKatsitadzesbi-2"
quarmy site "jEatsitadzeehi”
quarry site | Sismake-2<
quarTy site . Sismake™
eneficiation plants:
lower beneficiation plant
beneficiation plant N=20
beneficiation plant Perof
Central pradation factory
Central beneficiation plant Mel
Central beneficiation plant N2
7.  Central beneficistion plant

Lh ode ad pd e

Bl M

And other structural suxiliary subdivisions of the industry.

Herehry, we additionally inform you thst the msnspement and decision-making e-system amd
procedures implemented in the company were maintained and remained unchanged i order to ensore
TENSpErency in mansgement sccording to special manaper’s decisions.

Al mines owned by GAA/GM are operated by the Georgian Manganese LLC.

3. Does GAA/GM have humas ri and labor ri ies? If so_conld vom provide ms copi
of these policies?

Human rights and labor rights policies are provided in the company and are govemed in accordance
with the provisions of the spplicshle legislation of Georgia.

The new system mine operation in the first place implies the chanpe of the technology of extraction.
In conirast to the old system where the ote is loaded in the wazons and the is carmied out on the surface
through the electric locomotives, the new system is operated through the wnderprommd leader.

The work is simplified using modern technology, the load is redoced, distributed to the professions.
Implementation of the system was camied out on the basis of the deep analysis snd thomough
consideration.

The process of the introduction of the system inclnded mbensive negotiations with professional unions
and workers. Meetings, visits of trade unions to the site snd inspecting working and living conditions
were performed, and the workers had and still hawe the opportunity t0 move to 3 new system or work
on an old system.

5. We would welcome more information on GAAGM"s rationale for requiring workers to stay im
the oo i durinz shifis. Are Hons ever to this requirement? If
mnder what circumstances?
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The goal of the company was to provide relevant conditions for the Iabor and full rest of the employees.
Employess in the dormitory are provided with all living conditions and gusranteed rest, which are
very important for the safety depending on the specifics of the mining industry.

At present 380 employees are employed on the new system, out of which 320 are from different
settlements of Chisfura municipality and $0 of them are residents of other nmnicipalities.

7. Does GAA'GM have a written Bst of howse rales for those livinz in fhe company dormitery? If
leaze vide ms with relevani details. Cam vom ovide information on the

somzequences for workers who break hogse rules?

®» During 15 days of work, the employee is staying in the dormitory where all the living conditions are
provided for him;

» Employees leave the employer's temitory for the work site and in case of other necessary needs, about
which they should verbally inform the direct supervisor and the times of leaving the site and retom to
the zite should be recorded in the registry;

»  Alcohol drinks are prohibited duoring the 15-dsy period of work on the temitory of the dormitory;

= Eniry of outsiders to the termitory of the dormitory is prohibited;

» The employee is obliged to follow the order in the areas of dormitory and leisure areas, not to make
noise and not to interfere with the relax of others;

» The employes is oblized to follow sanitary and bygiene norms in the area of the dormitory;

# [Inviolation of these miles, disciplinary lisbility messures may be applied 1o the employee.

The company contractor i3 ordered to provide the food rston and the emergy cost of the food
compatible to the workload.

The company provides the noirition of the staff

= With the new system: four times & day — for 220 workers (once 3 day- dry portion)

= With the old system: once in a day - for 1700 workers {dry portion)

The company is cmrently concentrated on research of modem rechnologies to simplify the process of
acquisition, labor conditions and security. To this end in the bepinning of April, 2019, the company's
Tepresentatives amendsd ome of the bipgest internations] exhibitions of mining technology
mamufacturers "BAUMA" which was held in Germamy this year.

The process of consultation with selected providers is omrently underway to select the most relevant
technology and equipment that will facilitate labor, Improve labor conditions and mcrease Iabor safety.
Drecisions on the mroduction of new systems on other sites will depend on the flow of the process.

As mentioned in the answer to the ninth question, the company is working on the selection and
implementation of such technologies that will facilisate labor, improve labor conditions and also
increase lzbor safery. As for the reducton of risks in this respect, continnouws implementation of
conirol-preventive measures is mmderway. In the working environment, the existence of harmfnl gases
in the air & constantly controlled snd if their contents are close to the permissible limit, immediate
solntions are being done and employees are evacnated, before the problem is eliminated For more
details see the mformation given in the second clanfication, part 1.
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11 Are any breaks scheduled during shifts in new and old system minins=? If so_ how many and at

1L

13

14

15.

16. H

what imtervals?

Depending on the specifics of the mining industry, the tming of the scheduled break sometimes cannot
be precisaly reserved due to it is associsted with the interval of the production cycle, which in some
cases is creeping. However, the old and new system production cycles provide bresks for restoration
of the workforce and for getting food.

How does GAA/GM work with Ecensee companies fo purchase manzanese? What are the terms

of this relafionship and does it enter formal comtracts? If so, do GAANGM contracts inclnde
isii on labor ri and health and safety at work?

The company purchases only the ore extraction snd beneficiation service, not the manganese ore. This
is regulated by the comesponding General Asreement bemween the relevant parties, which provides for
the terms and conditions of the provision of this service. As for the protection of the conditions of
labor, heslih and safety by other legal entity, this is the direct oblization of the person concermed.

Who is consulied when imi i motas? How does GAAGM make sare tas
are resched safely?

The extraction plan is prepared by the parncipation of such specialists as mining enmineers, peologists,
fmanciers, labor and techmical security specialists, etc. Review of the prepared plan and scceptance
(approval) is made by the company manapement.

The safe fulfillment of the plan iz ensured based on the geological simmtion assessment on 8 particulsr
ohject, through the development of relevant projects and passports of mining works and by constant
conirel of their performance and protection

How does GAA/GM record. calculate and workers for work i mhlic holidays and for
ower time?

Presence snd working hours of employees sre recorded daily, incladmg holidsys, through the
recording system. Periods of overtime and working on holidays are calmlated and settlement is carmied
out along with the basic salary of the reporting period with the incressed amount of hourly rate of the
wage agreed with the employess.

Does CGAAGM have a system to receive and address worker srievances? If so, how does that
work? Can you provide dats on the number and of co i i amid how

were hamdled?

The procedure for receiving and reviewing written applications is implemented and submission of the
applicstion is ensured and puaranteed to each employes, 35 well as collective spplications or requests.
Alsp, there is 3 weekly meeting procedure with employees and other stakebolders, on which the
individual complains of the problem or complaints are filed by each applicant In addition, there are
regular meetings with professional unions, where problems and solutions sre also disonssed.

Ehiz

fions did vou fake in respomse?

above come to m i wihat ac

AL you are Ware, mining activities are characterized by certain pecnlisrities, which often affect both
employese and emvironments] conditions. Therefore, we fully share responsibility for owr commitment
and realize that we may bave some shortcomings in our work and the fair claims expressed by the
employes in this regard. In the case of sysiems snd procedwres described in respomse to the 15th
question, the mansgement of the company is mostly informed about the complaints expressed by the
employess. As already mentioned, disoussing problematic issnes and solving them is a part of the daily
activities of the company and goes on in the contimuouns regime inchnding the mvolvement of the
employess with the imvolvement of trade unions, in the direction of solving individusl cases and
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collective issues. Here again, we emphasize that the lsbor and social righis of the employed people,
their health and safety were always for ns snd would be of high prionity.

We tmied to provide you with the complete answers to your questions as well a5 to provide additional
information that could be used for your research purposes. In addition if we can add any contribotion
o your work, we are ready for cooperation at amy tme.

Sincerely,

Tamar Chipashwili
Deputy CEQ

HE =nd Social [ssnes
tchipashviliiem ge
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GEORGIANAMERIC ANALLOYS

May 17, 2019

it Hagt Willizmson, Slrector
Europs and Central Asia Divisiun
Human Eights watch

Neye Promenade &

10178 Rerlin, Germarny

Doar M, Williamsan:

tamiin receipl of your letter dated Aaril 30, 2018 [5°¢] regading your research on the safaty of mining
winrkers at tha Chiztura manganese ming and vour findings, 10 your letter, you heva requestad that
Gaurpian Americar Allays, Ine [GAA) and Georgian Manpansess LLG 1SM answer sevaral guestions
relating ta your firdings.

First ot all, | would like to clarify that thz nformation you found on the wobsite of GAS is outdated. In

oaprl 2019, GAA kas completed 3 major corperate reslracturing and as a rzsult G (whoch includes <he
Chizlura manganese mina) ls ne lanper gwed by GAA, Plase note that we arc in the process of
updating the website of GA& Lo reflzcl the changas in our corparale structure.

Secand, picase nele that since May 11, 2017, &ll aperatinns of GM and the Chiatura manganess mine
have boen managed so ely by Mr. Mikeloz Chikovar, as Special Manager, aursuant to he Order of the
Adriinistrative Caces Panal of the Thilisi City Court. As yew: man weriy in the Rogister of Entrearensurs
ana Man-Entreprencurial jnan-commercizl) legal Persons fan exlract of which is enclosad herewith,
during such special management regime, which is ongoing, al persons other than Mr, Chikovaniahy
ara autnorized to manage and reprezent GM as registercd ' the Regisley of Frirepreneurs anc Mon-
entrepranerial {non-commescial) Legal Parsons are prahikited trom participating in the maragemcht
of GM, in parlizularin the administrat'on and representztion of the campany, | herefore, altough in
such registry Mr. Malady mye Lagynskiy is still named Lhe Direclor of G and kess s Mordechal Kol
Barry Muss and Uricl Laser are still named mermbers o the Superdisory Board of GM, none of sach
individuals have participated in the management of GM's aperatians, neludicg the Chiatura

AETOL TR AT ML SV D RUITE BAOD - pmbn, =« SRITT CPRUSAEE TRAG FrENE. AT Faa|
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frizrganese mineg, since the date of appeintment of #r, Chikovani by the Thilis' Court as the Special
Manaear of G

Ir wigzwr ol thet Torepoing, Mr. Chikowvani is the persen to whom your cuestions should be addressec.

Sincerely \,lu:uur:?'

Mlordechai Korf

Fras dant zind CFO ;
-

Grorgian American Allovs, Inc.

£
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HUMAN RWGHTS WATCH
Neue Promenade ¢

1wzl Bedin

Tel: #4530 700 146 580

EvpopPr aMoD CENTRAL ASia

HUMAN
RIGHTS

WwWATCH

May 23, zo19

HEW.org
Dear Mr Korf,

Thank you very much for your response. We understand that
Georgian American Alloys does not directly operate the Chiatura
manganese ming, since a Special Managerwas appointed on May
11, 2o17. We have sent a separate letter to Mr. Chikovani.

Akt Chil ey, Conuatan! Mevertheless, we would welcome your response to our questions
Clemr Aevtipren, Dperodions Amision]

i sy e preser with regard to the period under your management. We would

Elidn Vikic. Axsocite - - .

SR ——————— especially appreciate your perspective on the new system of

Humaw RicuTs Warcm

mining, which is at the center of our research and entails 12-hour
shifts over periods of 15 consecutive days. Our understanding is
that it was first introduced in 2o16, prior to the appointment of Mr
Chikovani, but please let us know if this is not the case.

A revised list of questions, relevant to the period from when the
new system was introduced in 2016 and May 2o17 when the special
managerwas appointed, is below:

1. Could you briefly describe the new system of mining? Why did
GAA/GM introduce this system? Was worker and union input collected in
relation to introducing the new system? If so, how?

2. We would welcome more information on GAA/GM's rationale for
requiring workers to stay in the company dormitory during shifts.

3. Did GAA/GM have a written list of house rules for those living in the

[ - — company dormitory? If so, please provide us with relevant details. Canyou
Michals M zander, Dapafy ! ascodvy Dimcrior,

please provide any information on the consequences for workers who

7
Covack Lumil, Loy Enacation bomcros chommavs DTEA K NOUSE TUlEsE

Adkcacy 4.  What dietary considerations did GAAJ/GM take into account for the
::—_ﬂ:m company-provided food in the dormitory? How many meals a day are
e . S ot provided, and for how many workers?
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& How did GAA/GM mitigate or plan to mitigate safety and health risks related to long
hours of work, including risks related to fatigue and to prolonged exposure to toxic
fumes such as diesel exhaust?

6. Were any breaks scheduled during shifis in new and old system mining? If so, how
many and at what intervals?

7. Whowas consulted when determining production guotas? How does GAA/GM make
sure guotas are reached safely?

B. How did GAA/GM record, calculate and pay workers for work during public holidays
and for overtime?

g. Did GAA/GM have a system to receive and address worker grievances? If so, how did
that system work? Can you provide data on the number and type of complaints
received, and how they ware handled?

10. Have complaints on issues similar to those that Human Rights Watch has identified
and set out above come to your attention previously? If so, what actions did you take
in responsa?

We would welcome your response o these guestions before June 13, 2010,

Sincerely,
Hugh Williamson
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GEORGIANAMERICANALLOYS

June 12, 2019

Mr. Hugh Williamson, Director
Europe and Central Asia Division
Human Rights Watch

MNeuwe Promenade 5

10178 Berlin, Germany

Dear Mr. Willlamson:

I am in receipt of your follow up letter dated May 13, 2019 regarding the working conditions of mining
warkers at the Chiatura manganese mine, | appreciate the opportunity to respond to your questions
relating to the changes introduced in 2016 but | am afraid that | am unable to do so. Although Georgian
American Alloys, Inc. ["GAA") was an Indirect owner of Georglan Manganese LLC {"GM”), the day-to-
day business affairs of GM (including the affairs of the Chiatura mine) were dealt with by GM's local
management. In order to provide you with accurate answers, | would need to contact GM's employees
and/or retrieve documents that are kept locally by GM's management. Howewver, since GAA no longer
owns GM, | do not have access to such information and records. |, again, direct you to Mr. Nikoloz
Chikowvani, the Special Manager of GM, as the person who is in the best position to answer your

guestions.

MNotwithstanding the above, to the best of my recollection, all changes implemented by GM relating to
working conditions of GM's employees were always negotiated with and approved by the local Union,

tardechal Korf )
President and CEQ f
Georgian American Alloys, Inc.
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HUMAN RIGHTS WATCH

Meue Promenade 5
10178 Bedin
Tel: +49 30 roo wh oo

EURGPE AND CONTRAL ASIA
BIviSIion
Huyh Wikllisrmaon, ineclor

Correspondence with Georgian Industrial Group/ Saknakhshiri LLC

HU M AaH
RIGHTS

WATCH

Jamtaul [aluli
Gemeral Manager, Saknakhshin Lid
18 Cazaplkholi Sheet. Thilis™, Ceoraia 0177

ARl 300 2019
Near idr, Jakeli,

Laarn serilinge lovyun To request informalive in canneslio wmil®resee -k Hhial
Haman gk wiatch is carving oJat on safety 2 (2220 rigts in Georgian
mines, which we plan o publish in the coming mantas, G research tc
dale in parl ralalas Lz e salely ol mining workers al Mindali and Deidesigani
mines, both ot which we understanc z+e cwned by Saknakashin Ltd, a
sulaidia al Sl

Haran Eights Watc is an independent, intornatioral nongessrmimental
alginlealion e meaius aman rlgals Inoneee than g saunhies
wirldwide, We aroduce reports o aur Hndings to raise awarensss ahout
hurman rights issazs and to develop and oremekz pelicy iecenmencakions

Tur chiirgew.

In December za1® and March zeie. Homan Rights Wiateh spole tc 1G
workers wn said they were smaoyed or formerle employed by
Saknz chshir, subsidiany of Goorgian Imdustrial Sroup. Miners wo s2o0kc
will e weorked al baly BMinceli 2nd Deideigl i nines e conduclad nine
individazl intewviews, ane graup interview witt five current and former
wiorkers, 2ad anataewitk twa focmer mimors, We also spoae with 2 relative
al & warker wha losl his liTe 0 June 201E Al A opeo-pil mine ih
camme-cial Zies with GG,

nr research indicates working coaditions gt the Mindeli and Dridzsigani
mines heigaten risks re.ated to satety ard labor rights, Dur key Fadings are
strnrmiticed belove, Wa maguastyoor raspenses an These Tndlngs, amd e
the specific questions that fallow, We seek to produce well-Ealanced
Asearc T anc will incoporata YoIr res2anses in oL cpelt.

Kev findings

HEW.org
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Frodustion-nrst aceraacn Hiat compiemises saficlh Warsertostimanices raise conzems that
vempary vllools Lo masimice poococlicn may hase Jen lo shocl-onls an salele, All nine
estracton workers and shitt suprvisors interviesed said they vsad a coal extraciion
method they sav was inherenthy ancafe but rendered higher productivite, whkich Tacluded
rerdurt A Acditional lzsticg afrer an area 3ad alrearly been algsterl withnot new
reintarcement, Siswarkers spoke ot a previcusly closed sqatt due to 725 accumulation Jeing
e ased aees dse 1 conalned unext-acled caal. Weonlons alae mendlane:s] unosed pils lanl
unpovsrad, cesaite a pronibition of this practice uncer Geargian law Because nfincreased
sk cf gas accumalsian.

Econamiz incentives Hiat may comprontsa safety, Compensatian of extraction workers was
Lasce an peifarmance, of quantity o coal extractec, cecarding to all nine extractio workors
s ieme ewid, Winrkers sail prindociinon la-geis cocld nal be reactisd salely, Boloralher

enccuragec amitting time-cansuming satety meas.res such as reinfarcir s twnrel <eilings,

e dderdieetinn s, Al nine earraciinn wosks owe intereimaerl sainl 13 cempany dedectal ten
percoat aftaer wages Wik c ceal was cotovmined to be af low gquality, For exampale iFmixed
wllb rez ks, Weehars saiil IRis Fappenad almuost esery menth,

Ma warker copiid mochnanism aver the calcufaron afwages. It is our Laderstanding that no
warrser ur owurker represenlalive canle Toqmally ohiseree The process el eeighiog aml
assessing the quaality of extraztec. caal, althoagh it had Farreacqing consequences ovea’ [ow
wages ween ecle dloted. Throo waitliers expresses coacans that taoy wene Leing chested of
taei-wages, and that deduczions foe poar quality ok real were applied arbitrarily,

Lavk of brgaks dosig shifls, Al o7z exl-aclion werkers soid bey rarely wak bieaks duriag
skofts, and it appears thak there was no estadlished policy far resular breaks during shifts,
Workers saicl thoy skipped mezls to make the quota. and soeme alse avo dad cating becavse

Ul nnse s Sy cendilinns insicde e ming,

Man psyment of avertime, Dependirg an the number of shifss warked and the days ina
mnnth, werking Sours nf sctrsctior aorkers, inclicling s wpnitation too g Frem
undargreund mites. vavied betwesen 36-c4 ol s per wes<, o an average of 20 hours af
fwerlirme s neaths Wwarsers saied Lhial oll gverlime wits ipaic.

! Resolution 441 of the Government of Georgia:

5./ /matsne_pov. doc pew/ 2186308 fpuldication=0
Article 19 point 10 required that "Temporarily suspended exploratory areas and unused tunnels should be
isolated™
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Jancealing faors arior to dabar inspeations. Three workess szid thoy witncssed campany

piniliyees con: galing evidem v ol inapprepeiale working praclices shead ol aninspection,

tor example oy parking trains with deteciive brakes in a way tiat wrongly suggested they
wase nob in use o Covoering up che unsee gits to hide the vse of £ dangeraus niv g
method, These wirkers expoessen cencern that these Sempnns oy messumes wers t2wn e
mislead the inspectarate,

long standing warker coacems abeet safely nai addressed, Mine nof the 16 workers
intervicwad soicl hey had repeatecly raised safety concorns with their seaoriors, inclucimg
Pasi= s lill managearsy The chiel al saluly; s chiolangineery 2o The e ol heie disinicl
Cozerns were rais=d akeut the failuee ta seal unused pits; failure to evsure use of ropes to
prateck workers Srom Fols: ane defeetive equipenent. Warsers said none of these cenoarns

e A resnad,

Daaihg af Mivoal oiine, Tam werkers ksl eir vas 1o lea separale 2idents i 5 deli nine.
nne iAol 2 f g A secand in oy s Fallinwiog she iwidents, itis noennderssanrding
tac Mg activity was suspended, pending resalts ot a teclyvcal 2ssessment of safcby at
112 ming.

Dedths g theapen off Niconisos s Thiball. Haman Rights Weatcaed leamed of the deatk of
Iz warlee=s an June 2, 2013 in g werkalcs incicenl ol aocaal corneame o kibioli, which e
undarstand was areducing coal on land liczysed From S0 Accoreig to a relative ot one ot
taa wiczimes: the caal extactzd Fam that particllar enterprise was aeig sent to o coal
refineny o by G103,

Uncer the United Malionul Cuiding Praciples oo Bosiness anc Homan Bighls, campanies
have the respansibility to respect Fuman rig 1t and ars requirec ta “zvaid causing ar
Col T autig o adverse humz= ghts impacts th-ough thol activitics™ 25 well as “sock to
presenl crilipale glvarse unnan dehls impAcks thal are e ey linsel la beiraperalions,
products or serdices Jy their busitess “elzzionsias, even b taey have ot canttibuted o
taase impacks.™: Tao Uaited Hations' Ieemations, Covenant on Czonomic, Social and
Cilirgl Rigats sperifes "tas right af evergne to the enjovment af st and frenurmb’'s
cerditions of work which 2nsure, in paticalz: ., . =afe and healthy working cenditions,”s
IFe burapes Aocial Coarler praeldes Lhial “all workers hiee 12 cight o jus cencdllions aof

# hittps-/'www chchr.org/en/ professionalintersst/papes icescr.aspx
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wars” anc te *safe and healthy warking concions.™ Accorc” 12 20 ILO Cenventian M. 1, the
rzse of pay for cecrtime shall e not less taz0 orc-and-ane-cLater tmes the regolar rate.

Biased o tlese consideratior s, we would apareciats receiving yoL- detailed answers to the
folleewing cLestions. IF it is nct pessible o oanswsas all the questans. please send

informnation that is avzilable:

A

10,

11

Dues Gl Saknalcha o Seses loman righ 25 a2 lahore rghi s aalisies # Tsa, conld yon
pravice 45 with copies of these palicies?

Flease describe the relatioship you hawe with licens=es, incllding agreemsnts
redalael o agse and prarcaasa al poce gl e = 20w licaaess dees Glafgakaalchshig
hawe, ared inowhat lacaticns? Whe has aversizgat oves licensce cporaticns? What
steas, IF any, oo O Of3aknakhs i coal efineries take ta ensure hat the coal
pxl e s dene o coonalizacz wilh Tabor pralec. ians?

Docs GG Sakneg d-shiriwed Sy conalisacz with labarrights and protectios of worker
safety inits mines and sites operated v licensses, anc if so, how?

Hizw closes 16y Sukeakhshin ablziog tensnil 2ol rract Tooinfosmmalicn regard g
WAT el o sLacyisar concerns on labar vights 2ad safety in the ovganizaticn? Docs
GIG have a grizsvance mechanism for worker orsupendsar complaints?

Dues alafSak e chahin sallenl <lala oo accid=-cs, indoding nec misses and newa
hits finciceats waich caule hawe, but i nes result in njurics or Fatalitics:? Daecs
GG Ssknakhskivi nave any protacols with regarc to responciag to these incidents?
Conaled wons briefly desinite e melbod of coal sxlraclivn usel ol QIS Sakwshshin -
mwned nines?

Hew are praduction targets set? Who was consultec when cetemining targets?
Huw closs GIE izke sure proculion Laigels wsre gzl 5. sle?

GG gledesd to drastically incresse coal outpat befere 2oaa. What 15 yoar plan 2o
increzse oJtpli? We would welcome intcrmzilion on measures GOk is taking <o
pnsure his goal 15 -eache:] salely.

Honw are wiages of cxtractio wareers calelated? Whoois involvad in oo weighing
and assessment of the quality of real est-artec? N deductions appy & if 52, in
whal 1 ases?

Hows daes CIE Saknakhsk™i record, calculate, and poy overtime Faars fo werkers?

& https/frm.coe.int,/1 GEM0Gh 642
! article 6 of ILD Convention No. 1 on Hours of Work [Industry):

=NORMLEXPUB: 12100000 NOCCP12100 10 CODE:COO1
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12,

Do SIS Sakra<hshin internal regulations previde tor breaks during sqitts in the

mines?

. Have any of tae above allessZions come to your atientiom previcusly? IF 5o, what

act’ans did vau take in responset

v Wihar official mwles de anice erwnrker represenratives play inenson g e wo ke

are paid faily and for all theirwaork?

we would welcame a reply an these impertant mattzrs, In order <o reflect yoar position in
our upcorniag vepart, whicl we may reanind in Full, we weuld 25k far 2 writko response by

Py 1o, #oa e ahlivion eewrillan ssponses, Do d like o cisauss wor Tinlings, we

wauld be Fappy b neet ti2 next time swe 272 Thilisi o May 14 ar 15 or speak by phone,

Farawiitten response, please cantact Hogh Williamsan at willigoesliee cra ane Clida Wi dc
gt uikigegih warg For sy questions, please contact Flida idic by ahbone at
4530700146501

T aie s o e el eanee Taryuur allanlion w Chis rmaller.

Sinceely,

Huzh Willizmsan

Pireciur

Eurnpe and Zent+al Asia Givisian
Huwman Rig-ts Watch

CZ; David Bezhuashwili, CEQ, SIS group
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LOGOOBONAN  Possdrereets

Me3fom 178 May 27, 2019

High Williamson

Divector

Eurcpe and Certral Agla Dlvlgion
Hu-nan Rlghts Watch

Dear My, Wi liamson,

we have reviewsd your Letber of 30/D4/2015. Firsk of all, Kindly reneive our apologies for ele
answer, but we muld not answer sarier a5 we reocived your letter late as well (on May 15}

A an answier to pout letter, we wauld like o el you the Fellowing:

Saknakhskini LLG {herclrafter the Company) is the only coal producing  compary in Gaeargla,
which in 208 succeaded to rostore  the manufacturing process ater almasl 0 wears of
compullsory downtime of coal mines, As a rosult of the renewal of the werks in the m nes by GIG
Group (which is @ parert company of Saknzkhshinn LLC.), 1500 n=w jobs were creatod in the
Tribuli region, As & recult of local empleyment policy, the GI5 Group became the largest and anly
amplayer [r the region and according to the Natonal SwEstics Department ot Georgia, Tkibuli
became Lhe any plage throughout Georgia, where creation of new Jobs ensured the nzturn of the
populaticn te the abandoned places of res derce,

It is known Lhal Sehnakhenid LLS is the enly source of incane for the absolutz majoribe of T buli
ressidants. The company currently has 1,230 employses (although tha coal prodsction process s
naw suspendod).

Before GIG Group started to operate it Saknakhskid (hefore 30O06R), e coal producing  works in
Tkbuli mines had been stopped. About 80 people had beer amployad in the company (ooly tor
the operaton of the waber pumps in the mines), During this period, both the corpary and the
region had faced severe financial and social prosems. In 2007-2010 we gradually renadiltated
the mince 3nd renewed coal produdng  procags, Batween 2006 and 2018, the qumbear of pesple
emplayved increased from 80 to 1564, Accordingly, tne monthly payrol fund incroased from 200

i e AL R e T
Db ateae e TN Adyped mase, modano Bpegead lade MIT P JT0D, Teapkarh el gL AT, TRIBUL, GEORGIA
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000 GEL ta 1,3 riflon GEL. In 2011-2013 the valume of produced ceal reached its peak, with
an annual coal extracton up to 430,000 tons. In the Follewing years, the extraction significantly
redaced dug to compefltlen fran imporbed ceal.

#lthough since 2013 the market price of cosl has decreased by 37%, and the procuction 1as
reduced by 233, the salaries of the Company employers have Increased by 2179,

Since Lhe purchass of the enterprise, GIG Growp has invested mare than 70 million 3EL [h the
production and pperation of the enterprise, and thls process gonfinues to date, Howeer, desploe
the implamantation  of the abovementioned investments, totel upgrade of the Cormpany's
Infrastructure and the improvement of safety syscems, the Company could nat find an
engine=ting soluslon that would have been able to make Lhe coal preduction absolutely safe, This
factor and several tagic accicents  in the Compary resuled in suspension of tie enterdse
attivity from July 16, 2008, It should be noted that the tragic accldents that ook place in the
Carpany were largely driven by human errars and negligence {including the actlons of affectad
people and wietlma), which in turn was t1z result of the lack of labor culture and -esponsibilizy.
Clear cxarn:les of this ara mumber of cases, whore the Campany's employees were detecled at
work place under the influence of alcehol and sroking in the mines as well, In add don, in the
caurge of investigation of the incidents the Compary's middle and top nanagers (ine Jding [abar
safany managers) were charged with a criminzl effancs,

Despite the suspension of activioy, GIG Group still continues to invest as well 83 to say sS4 aries
for emplevess, From this poriod (susporsion of extraction’ untl nose the Company has pald to
the staff the amaeunt of 11 milllon GEL for salaries,

It should be: also noted  that for all this peried the Company has been working with the loss. In
na celenclar yaar, the Company issued  any dividends, as it is confirmed by the financial repots
prepared by intermational auditirs ocompanies.

Il sheuld also be noted that G0G Growp, as the largest em ployver, s an economic entity with huge
social resaansibility and commitments to the Triboli municipality. The Compamy carries out
significant zocial projects a1d is actively involvad in the development of Thibuli municipality. GIG
Group has spent mare then ane  million GEL for these activites, Tae Corpany is the largest
canttibutor to the lacal (punicipal) budget, The amount paid by us to the budget has exceeded
74 million CEL.

n accordance with the Maworandem of Cooperatior signagd batween us and Georgian Technloai

Universty, the wocatiomal training cellege is functoning In Tklauli, which presares qualified
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specialists [ work 1 the mines, Within the framewgd of the Memarzndurn, the Compary has
allocated s own  space for the f.eetloning of the college. The Company, Waethor with the
Technical Unlversity, planned to rain wotes In addifional Fields (subject to the activizy of the
Company) 17 the Tuture (dug fo suspension of the actvity of Baknakhshil the peofect i
postponedl,

GIG Group, as the highly responsible emplayer erganiselion emphasizes that the rghts of each
employee is very important to It Including the right to laoor safety. Notewnorthy l5 that the
Company provides the Yife and health insurance of employess, in which the Compiary pays
annualy 3wt 360 333 GEL. Empluyess of the Company are served directly on the area by te
fnsurance “amily doctor and the Company’s medical office. The Corpany provides co-finandng of
the employees’ meals at the workplace, As a rosult of accidents it 2007-2018, the familes of
gach vickim receives]  Lhe allowance of 30,000 — 40,000 GEL from the Company. From 2016,
injured persors have recefved the morthly financial assistance from the Campany, The amount of
assistarcs frovided to them until the currert perled approdmately amounts to 200,000 GEL. The
Curpeny contingally ensures the employrent of the deceasedfinsured’s  family mambets on
d fterant posltlons based on their work’ng capacity.

In 2016-2008, the compeny implemented various activities for labor protection and technlcal
zafety with the botal cast of 2,509,200 GEL

T2 measures ken in the field of labar protectlon anc technical safety in 2016-2015 are as
fal lows:

v The @iing offocts from the height st s industial aress are bordersd by gpeciad raiings;

o Heclios! equipment and slectvica! nebworks are profected’ fFom pomer foahaoe, and
Brafr [ Tha Narmatay BxyNesian-0sdar manoitis

v Trapsformer argas ave profected by spacial fancing agaiast access of sirengers;

v The informationt and vaiiing sians are Deing paced w Boities stop by siop:

w Senia Annes are placad N pridiochiog faoliities fo stone axygon Taks And' waing sis
are agofied an them;

«  Undargropnd ang RuMRcg Drodiction areas ore porndly oguinood Weth prirnary care
mreiviney Wial are penodically (ffed with supeales:

v Progucon sreas are provided with sandany unils and drinking water;

v TRe undergroumd Droduction  areas have bean fuminated k1 the places speciied By dhe
reguiahons: Mg Dading 21T whDading aeds e walling olamiers, deriing and
decking Slaces;

v Bweohase of fre profoclion agiepiiant for fcilfies [ padforred:
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o Faciblies aro pguipped With fre spstoms, snd CQuacuation plans  ang placed dn the
gameaistrative buloings;

v SErot comtvod 5 imposed over Bio Lse of opent fire during the wndargrocnd vearky

o Stict momtonng (5 angoernay ang opan fie s 2ipwed oy 8t olean af fet wader e
Sgecial permi;

12 glaghic facomotives are purchased according o B0 roguirements of ragulation sod
Padodic arainfemance of MSToETS 15 wiisrwary

¢ The devices for contr and autornatic derociian of hammiilaspiasia gas aicontiations
i the mite  a gma the system enseong stoff cdodocken, monftodng and Secteonic
cremunfation are purchased.

Based an all of the above, we will try to answer each of the questions put inoyour lester in

detzil:

1 - From the end of 2048, tno existing labor ssfey documentation of the Company has been
revicwed and brought  in compliance with the applicible  legislative requlsements in the
country, The Company's pellces and regulations required b etisu=e the labor sarety have
been doveloped, These documents prov'de  the righic and obligations of workers n the
labry- safety, (ol vowr Agvie ifarast, we are redal te present e ENgiah-fangiags copics
af thase documents separafaly, silca The weume of the docunramts disables vy to send e
1 e k).

2 - &5 of today, the Company owns 4 (four] mining licenses, Thoss dare:
Lizensss Mo, 10000236 and Ma, 10000237 “or Tkibuli-Shasri ooal mining.
Licenss Ma, 10000238 for mining of Tkibuli sandstane 1of color suite, The reselroes obtained
within I11e license are uged for the support'ng {ralnfordngirefiling) werk in the coal mine.

License Mo, 10000246 for exiractlon of the waste of Tkibuli coal endckment facbary, As of
today, this Ncemse |5 not used.

Acrord ng to the terms of the mining  licenses, the Company Fas strongly defined thz volume
nf the resnuoes to be extracted 2nd the coal lease lirnits, Besides, it is obligatory to carry
out thi: recovery works in accordance with the project docurnentetion developed for the
minirg of each depasit,

The project documentation developed by the Company includes technical, technological,
esongric and ervirpnmentsl reang, volumes and condiiong of mining werks, ag well 35 the
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measures W be carried Quk o ensure the safeby of  uman life and heatth, minerals and
gwirpnmental protection.

Since the Ucenslng torms  are comaex, the superdsion over their perfonnance is divided
amang :he Company’s respective stuciural units, and the state conanl over tha FUlflim 2aT of
licensing terms is carried aut by LEPL MNatlonal Agency fir Mingral Resources.

&5 for the labor safety  condiions, the minlg lieenses do not provide such condiions and
the Issuc is requlabed by the Law of Gzorgia on Labor Saiety and the relevant normative acks
and regulations.

The Company produces  eoal by deep mining. Before last July in come places specified oy
the licenses, the open-pit ool roconnaissance and miming  op2-ation woeks wero alsa
urderway. In arder B carry ol thess wo-ks, the Company signed the conkract with 23 non-
raated entities, according bo wich they should be responsible for the proper performance
of the works, the labor safety conditions and compliance with the requirements of the
Georgizn legislatiarn,

In arder ta ensure that the activity of contractors was in full compliance with the technical
and labor safety conditions provided by lww, on Jung 19, 2018, the Company  applied to the
state contral bedles, In pardcular the Department for Inspection of Labor Conditlang of the
Miristry of Labor, Health and Social Affairs of Georgia, LEPL Technical and Canswruction
Technica! Supendsion Agency of the Ministy of Economy ard Sustalnable Development of
Georgia ane LEPL Matignal Agency for Mineral Resources of the same MinMstry.

&5 3 result of e oomplex examibation, the violatons containing risk for human life amd
haaltt weare  revealed. For this reason, since July 2018 the Company terminatzd  legal
ralatienchlas with the abowe-rentioned entities and today the epen-plt coal reconnaicsance

and miving aperations are no lcnger underwsry,

3, 4, 5 - Protection of labor and technical safety in the coal mining process s requlated by the
Techniral Regulations an the Safety of Coal Mines of 2014 and by G5T B1: 2016 “Standarc
of Georgla. Coal Mines. Safaby Regulremcn=s” of 20128, The safety of explosive operations ir
mires is regulated by GST B1: 2012 "National Standard of Gmorgia, Safety Rules for
Explos'va Cheerations”, The compliance with each of these standards is checkad once in 2very
six months by the Constructon and Technleal Securdty Agency and the Deparimen: of Labar
and Heafth of the Ministry of Heafth. These authorities also hawe he right o check  the
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labor sufely at ery sime, after which Tz reports are wiithon and the 3lan schedule is drawn
up far elimination of the existirg Inconslsterciss and wiolakions specified in time.

In 2017, the Company established the Department of Labor and Technical Safiety, comprising
36 employess. Upon establishtnont of the Department, the Campany provided training of the
emplayizes of the Department in the directon of labor safety and prirmary medical cars.

I'he mzin task af the Departrent |5 ternal conirol of 2bor safely tiswes, The laber safety
Inspector is presen: in every shift during the working process, noevary arca ano provides
Lha contrel of labor safety rules i a constant mannar,

The inspection group  camies out the complete (ispestion of the fatility approximetety &
times & month. The revezled discrepancies are recardod i1 the inspection repaoets in pracanoc
of the repregenratives of the enterprise/ares /shop.

Discrepancies are distussed with the maragement of the entorprisefarcafshop  and the
scheru e=plan for the elimination of the inconsislencigs In the relevat timarames is drawn
up. Cosies of schedule-plan are  kanded to the chief of the particular area where the
wig atons were fived and tha dhlef of tho arca shall confirm the accaplance of the copy by
his signature a1 the original docurment, The rcports and plan-schedule are recorded in a
special log and archived. Onge the critical discrapancies are detectod (if any) tne operatian
of the facility is immediatay stopped.

Tha tachnlcal safety controller-mine overscor is also present during @ shift on every area of

the underground works.,

£ - Due to te unique mining-geolegical conditions of the  IkibgllShaori deposit {thick,
supstimpoged, tectonically  breached seams prane to sudden cutburst {rock burst} anc
sponlateous firing, cxplosive  and gas extrahazardous seams with tne angle of incliristion
up e 100=450 l3@ying in about 8001500 metars from tho surface) it is almost impossible to
extract the existing coal using the mechanized methods and systems. Theose difficulics
hawve condtoned the use of coal recovery technalogical sehemes F and “g" (breast-and-
pillary giver " Annax M3 of the above mentioned stasdards. Sakmzkbshicd e and inited
specialiste are already designing & new modem pi, which emnisages the oonpleta
mechanization of opal esxraction process and preparaton worcs and which will be
Implamented in the nearast future and will slgniflcanty Improwe the dabor and safety

conditions of the miners.
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Im ardar to improve the safety of miners, slnce June 2018, the Aulomails Gas Protection
Systeqr Mas boen introduced an E. Mindel. mine which will contral in the  automated mode
the quantity of rethane-CH4, poison gas-CO2 ir the mine atresphers, the sparation of the
ventilasion systen and Wdontification of miners so that they do not accdentally appear in the
harardous  zone of explosive works,  In case of detection of vinladons, the above
mentiuned gystem wilk ensure the shutdown of electrical equipmert avd facilities an the
arca end actlvate the voice alarm systom.

7, B, B = &s fur lhe dowelopment of production  plans, the plans are developed i1 accordancs
with the possibility of sale of the products produced try the Compuny. The anrual contract
i signec with the local coal buying company, and subsequenty te mar is reviewed
quarbzrly in accordance with the new purchased volumea determinzd by the buyer, As we
have mentioned above, since 2012, the volume of production has decreased signifcantly
dJe to the deteriorated market condltlgns. It chould be teken inte consideration that the
tumker of people employed has net changad on the background of this detedoraton,
resulting in decrease in labor efficiency, which is onz of the lowest in the Industry (just
only G50 kilegrams of coal por day pe- employes]

Diespite the plan, tha labor afny has been always a prionty in Lhe Company.

10 - The rerviqeration fonm of the 2mploves is determinad by a labor agrecment. The company
opetates two  caloulations  for  remuneration:  fxed  and  varabicihy  output The

wariab gioutput bype of remuneration mostly is appliad to the ampliyees engaged 0 2oal
extracton, tunneling and mechanisms repairs,

Crirlmel the fised calculavion, the employer shall pay the emploves a fived amount for the
fulfillment of t12 obllgatlens Jnder the lazes agreement in acor-dance wth the pre-
deterrined staff ac1edale and labur agreement orce a menth through non-cash sellement,
Calcukation of variablefoutput remuneration is based on a predeterrmined coefficient and an

ar30yeg rooeives the salary once a monhth through cashless paynent in gocordance with
the labor agreement.

ESuch remuneration of iabor is entirely dependent on the results of the emplovess labor,
im, thz quantity and guality of products produced by him. The remunerazian is increasing
sirnultarnaousiy with the growth of produdion oukpot and viee versa.
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The payrall fund aocording 1o the preduct generated by the amea s distibuted bo cach
employes acoording te the Laber Parbcipation Coefficlent. The amounk of the empliyea’s
labor participation  coaficient is domrmined  preliminarily {en the daily bacis) before the
caleulation of wages, The amoun; is determined &y the coundl of the area where a person
is cmployed.  Prior to the meeting of the courcll | the employee’s labar partcipation
coeffident is determined daily by the chisf mine owerseer and recorded in the Ming
Ouerseer Log, which eselldes the blas. The area counc'| consists of 10-12 members. Aleng
with the direct supador of the employes, it incluces mine oyarseers, representatives of
mecranical workers, The minulas of the meeting of the council is drewn up. In detemmining
the lzbor parlicipatlen ceefficiont, the worker's qualificetion and approach B the waork,
discipline etc. are baken inte consideration. In goneral, the mesimum l2eel of labor
participation coefficient is L20 and the rminlmum level i 0.80.

The Quality Lantol Service is involved in determiining the weight and qualife of mnal. T
heavy weighing dovices  are allocated to determing the ooal weght. One is a railway
welghing deviee, and another is a wehicle weighing device, [1 order £ determine the quality
of coal, samples aro regularly  @ken on the coal-producing area  and proosssed by the
labarstary within the Quality Cortrol Scrvico, Also, Trom the coal sent to the cerdr, coe'-
grriching factory, the laboatory tEkes daity samples and processes them  Tn accordance:
with the zpproprate rules. IF the ash content exceeds the planned rdex, the cozl is
removed and distrisubad sccording fo the areag, proportienally, bas:d on samrples taken.

11 - According to the Company's internal niles  and regulatons, te  guvertime work is
parermance of work by an employes under the direct wiltben crder of the agdminigtration
or immediate supenor ¢n the ooncitions as envisagea by the legislation during the period
t12 durat o of which sxreeds the working tine provlded by the law, oF in the case when
Lider & written docurent of tha administration ar immediate superior the employee works
on holidays g5 ervfisaged by te labor legislation, IF the emplavee performs overtime work
according to the abor agrearent sned with hirm and the Comparmys Inteenal rules and
regulatlans, he wilk ba pald the 1,1 average haurle wate (.e. 10% s addod to the regular
average haurly rate}. In some cases {mainly for the workes caled for performance of
repalr and safety works on helldays), a speciilc order may be icsued unesr which the
averime rate may inoreasc by 209, 50% or morc. Ir holidays, an omplayec called for the
work over the sehedule, will be gven an axt-a rest day ar will be paid an exdra day wage,
logelher wilh Lhe owerlirme rale, that iz finslized Lnder the appropric te onder,
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12 - Working hours and Tolidays are determined by job descriptions and the [ntemal rules and
regulations, whict constiute an integral part of the Isbor agreernent and which Is in
cenfarmity with the leglslaten in Goargia.

The duration of worklng angd rest <ime  for cmplovees whe work on g shift basis s
detenrined acoarding te the schedule of work inoa shift (shift schedule), The warking
pracess time in a shift 15 6 houes. The shift schedule is approved by Lhe emplover Laking
mte ceonglderation the spedficity of the job. The duration of rest behwoen the shifis s &t
least 12 “oars, since the Cempany is tne entiby with & spocific work regime and the process

of procuction involves the continuows regims ef working week no mo-e than 48 hours.

13 - A5 recards the response to the facts of misconduct in the Carmpany, please be infemmed
that the adequate response has been made by the management and varicds forms of
liahility under the [abor legiglaton Yave been applied.

14 - As for _he cooperation bebween the Company and trade unlens, pleass be informed that the
manasement of the Company closely cooperates wih the made wnlon represantatives. and
by o joint efferts, many problems and disputansle issues of ti2 erplovees have been
erddivated.

We belioye weve provided the comprehensive anewers to your questions.  Snould you have
addiliornal guestions, we are ready for cooperation.

Sincarely,
Saknakhshin LLC I i
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