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Product quality control

The Company has a set of initiatives
designed to assure the quality

of products, services, and customer
experience.

These initiatives include regular independent

audits of suppliers, lab product tests, maintenance
of the cold chain throughout the product life cycle
in stores and distribution centres, compliance

with sanitation and hygiene standards in stores,
distribution centres, sales areas and other venues,
efforts to obtain permits for the supermarket chain's
own products, etc.

Risk matrix

In order to supply the retail chain with high quality

and safe products, we have developed a product quality
management system with the risk matrix analysis

at its core. This is a specialised algorithm to divide
products by group and offering by category, determining
further actions aimed at their quality assurance.

Risk matrix creation algorithm

Gathering statistics on identified quality issues

V)

Creating a risk matrix

V.

Exercising scheduled control efforts based
on the approved matrix

The risk matrix is created by the offering categories
and product groups.

The four key offering categories are divided into two

zones by the level of risk:

* a high risk zone: private labels and raw materials
for in-house production at retail facilities;

* a low risk zone: supplier brands.

By product groups, the offering is also divided into
three risk zones: high (which traditionally includes
dairy products, fish gastronomy, meat and poultry),
medium, and low.
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Quality certificates

A quality certificate is a document
which is a part of the supply agreement
that sets out quality and safety
requirements for products. This
document must be signed with suppliers
for products with a high level of risk.

Taste tests and quality evaluation

The product quality is tested through organoleptic
evaluation of compliance with applicable

quality requirements. Testing is done using
product samples from the Magnit chain, samples
from competitor chains, and those provided

by suppliers. Quality evaluation is followed

by conclusions on compliance of the products
with applicable requirements. In the case

of non-compliance, the supplier improves its
products as needed. When reviewing supplier
products, we give recommendations on the launch
of cooperation so that the Company is supplied
with high quality and safe products going forward.

In 2024, following the successful testing,

we updated our approach to gathering data
from respondents. According to the updated
approach, a new automated system will be used
to gather data on respondent evaluation.

In 2024, we carried out

>17,000

product quality checks
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Audits of suppliers and retail facilities

Audits are an important element of the product quality and safety assurance system.

Magnit conducts audits across the supply chain — from suppliers’ production sites to stores.

Audits of suppliers

Audits of suppliers are necessary to make sure
that products manufactured at their sites meet all
applicable requirements and quality metrics. We
seek to partner with suppliers of certified products
and trace product origins.

Share of private label suppliers
with the lowest risk expected (A+B), %

73 7
66 67

As part of audits, all suppliers undergo 46
a risk likelihood assessment. Suppliers
are split into four categories: A, B, C, and D, where
A and B are suppliers with the lowest risk expected,
with meeting the retail chain requirements by 90%
or more, and D are those with the highest risk
and compliance below 80%. Following the analysis,
we take steps to enhance product quality control
with suppliers falling into the highest risk 2020 2021 2022 2023 2024
categories.
Note: excluding DIXY and Samberi.
In 2024, we ran 679 audits of supplier production
sites and increased the share of suppliers
with the lowest risk expected. The Company supports the development
of manufacturing audit initiatives. After successful
testing in 2024, we rolled out the recognition
procedure for manufacturing audits by the Russian
Quality System.
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Audits of retail facilities

Our quality experts regularly make site visits to check
the condition of retail facilities and in-house production

there.

These efforts are an important quality and performance

management tool.

In 2024, Magnit completed about 19,000 remote
and on-site audits of its stores. According to the audit

of supermarkets, the average rating of the audited
facilities is 92%.

We keep improving our suppliers’ production and retail

facility audits.

Based on the audit data, we compile final and interim
results, and follow up on subsequent corrective actions,
which the management can rely on to make more

informed strategic decisions.

Laboratory control of suppliers’ and in-house products

Laboratory control is designed to:

* make sure that suppliers’ products meet applicable
statutory requirements and the Company'’s internal
standards;

* prevent potential negative impact on the customers’
health;

* take immediate measures where products fail to meet
applicable requirements.

In 2024, we ran

1 9,3 0 o laboratory tests

Private labels: decreasing non-compliance, %
7

2020 2021 2022 2023 2024

Note: excluding DIXY and Samberi.

We regularly test suppliers’ and in-house product
samples in collaboration with 170+ laboratories,
including state-run facilities, research institutes,
and federal scientific centres.

The share of suppliers’ non-compliant products and,
including high-risk products, went down to 6% over the year.

Laboratory control of in-house products
at retail facilities

In-house products made at retail facilities undergo
control even before they are released, with shelf life
justification and certification procedures in place. During
their life cycle, products also undergo laboratory tests

to assure compliance with applicable requirements.

In 2024, in-house products went through

23,000 ...

Laboratory control of Magnit’s integrated facilities

In 2024, we carried out

4,200 sample tests

for products made by Magnit'’s
integrated facilities.

Measures upon detection of subpar product quality

We immediately respond to detection of subpar product
quality. If there are non-compliance reports, the product
undergoes tests to assure compliance with applicable

requirements.

The Company has established a product quality enhancement
procedure to detect and resolve any compliance issues.

We also take preventive measures to mitigate the risks
associated with selling subpar products.

In order to source information on subpar product quality,

we use a variety of communication channels, including

our contact centre, hotline, automated internal reporting
systems, and official reports from regulators and non-profit
organisations. We address the reports promptly, with detailed
responses to each of them, and take actions to eliminate

the detected defects.

The Company has built a comprehensive system to address
non-compliance reports. We have established response
mechanisms that enable us to source information on subpar
product quality, introduce additional quality checks, and then
deliver detailed responses to each report.

Product quality report addressing flow chart

Customers ——  Contact centre %
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facilities Automated system %
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Report analysis

Product quality enhancement procedure

Detection of subpar product quality

N

Decision to withdraw the non-compliant batch
and submit a claim

N/

Product quality enhancement by the supplier

N/

Product quality enhancement control
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Post-enhancement quality Post-enhancement quality
compliance non-compliance

Recommendation
Introduction to suspend
of scheduled product deliveries until
quality control efforts the production
issues are resolved

In 2024, the Company received

50.4 thous. reports

related to suppliers’ product quality,
including in-house products.

Response to the customer, issue-related
communication with the supplier

Product withdrawal; initiating claims where
the issue on the supplier’s side is confirmed

Work with the supplier. Provision of data
for the Legal Department to prepare a report
for further submission to regulators

Follow-up check by sampling products within
the retail chain, official response
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Educational projects

Magnit is open for sharing experience
and expertise as part of educational
initiatives.

In collaboration with MGIMO and Russia'’s
other leading universities, we have been
organising a variety of educational events
for students for several years now.

At the end of 2024, we invited students
to visit our store and demonstrated

the process of testing product quality
by organoleptic evaluation using

an automated system to gather data
from respondents.

In December 2024, students of Kuban
State Agricultural University attended
an educational event on ensuring private
labels quality and a business game

on developing quality specifications.

These events were attended
by about 100 students of industry-related
specialities.

In 2025, we are planning to continue
and expand the cooperation.

Workshops for suppliers

In order to remedy repeated failures, we organise
workshops for product suppliers to inform them
about the rules ensuring correct product labelling
and to answer their questions.

A key topic for discussion at workshops is product labelling
requirements for specific types of products as set forth in
the Customs Union’s technical regulations.

Improvement of standards
by specific projects

In 2024, we were continuously improving operating
methods and modes to support the high standards that
our customers expect us to meet — not only as regards
our regular offering but also for the Company’s new
priority areas. These include in-house production

at retail facilities across all formats of the chain,

M Kitchen, First Choice (hard discounter) private label
products, Magnit Pharmacy private label products,

and help with organising supplier quality assurance

in our work with farmers.

1

New in-house production projects at retail facilities

In 2024, we provided assistance and expert support

for new in-house production projects at retail facilities.

The project embraced such participants as the Depot
food court in Moscow, and stores of smaller and larger
formats. With a view to improving the product shelf
life, we introduced the MAP process’, which ensures
longer-lasting product quality and helps us expand
the perishable goods geography.

M Kitchen

Extending support to the M Kitchen project even before

suppliers’ products find their way to the shelves, we run:

* compliance checks to ensure that production conditions
are aligned with the Company'’s internal standards;

* suppliers’ document checks;

* multi-stage compliance checks to ensure that product

quality meets applicable requirements.

In 2024, following corrective actions, ten production sites
improved their compliance score to 90% or above, gaining

clearance for deliveries.

Magnit Pharmacy private label

In 2024, we continued developing quality
certificates for the Magnit Pharmacy private label,
updating and coordinating them with suppliers.

In addition, we were revising the product quality
assurance process within the chain. In 2025,

the plan is to strengthen laboratory control

of the private label medicines, as well as pre-
pharmaceutical products and health supplements.

First Choice hard discounter
private label

We have developed an action plan for quality
assurance of hard discounter private labels,
engaged additional staff to organise product
quality checks and introduced a quality assurance
system to be used at the product entry stage

and during its life cycle.

We also introduced new information technologies, with all
documented information now available from a single shared
guide, which helps personnel to get the necessary data in

a quick and easy manner.

We run regular compliance checks, including taste
tests and laboratory control, to ensure that the quality
of the existing suppliers’ products meets applicable

requirements.

In 2025, we are planning to make our control more
stringent through more frequent audits and laboratory
tests. We are also planning to introduce regular taste
tests of the existing suppliers’ products by an expanded

panel at suppliers’ production sites.

Farmers

Magnit is taking an active part in the project
to develop farm products and expand
their offering.

Across all collaboration stages, farmers

get comprehensive information support

and assistance as regards food safety,
certification, production control programme
development advice, hazard analysis, selection
of detergents, equipment, and rodent

and pest controls. We assess farmers and offer
them consultations to ensure correctness

of compliance statements, labelling and technical
specifications. For that, we make site visits

to our suppliers’ farms, do laboratory tests

of their products, and also render them
assistance in drafting all the required documents.
These measures help us identify potential
bottlenecks and provide feedback on resolving
product quality compliance issues.

MAP — modified atmosphere packaging, a final stage food processing operation.



