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LEADERSHIP 
in a time of change
The people who work at Metalloinvest are boosting the Company to industrial 
leadership through the development and transformation of production. 
In an era of digital transformation, miners and steelworkers preserve their 
allegiance to the profession and loyalty to the common cause, just like 
the previous generations who worked at the plants. Times are changing, but 
the core element remains: employees united by a common goal. A new digital 
era has arrived, an era of transformation. These changes will be successful 
if people are prepared to expand their horizons and learn new skills.
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Company Profile

Metalloinvest is a metals and mining company covering all 
stages of the production chain. Its diversified portfolio of high 
value-added products has made it a leading manufacturer and 
supplier of iron ore and metallised products, and a regional 
leader in the manufacture of high-quality steel.

Metalloinvest is the global leader in 
merchant hot briquetted iron (HBI), 
the world’s second-largest producer 
of pellets, and a major producer of 
iron ore.

The Company supplies customers 
with iron ore raw materials, metallised 
products and high-quality steel 
products, meeting the requirements 
of companies at all stages of the 
value chain, from making pig iron 
and steel, fabricating steel structures 
for infrastructure construction, and 
producing steels for pipelines, bearings 
or hardware and the automotive, 
engineering and shipbuilding industries.

Metalloinvest extracts iron ore from 
the second largest measured iron 
ore reserve base in the world with 
approximately 14 billion tonnes of 
proven and probable reserves on a 
JORC equivalent basis. That is about 
138 years of reserve life at the current 
rate of extraction.

14.0
billion tonnes

proven and probable reserves  
(2nd place in the world)

138 years
of reserve life at the current 

rate of extraction

The Company’s Steel Segment comprises 
Oskol Electrometallurgical Plant (OEMK) and 
Ural Steel, both leading manufacturers of 
steel products for niche markets in Russia, 
and Ural Scrap Company, a collector and 
processor of scrap steel.

Metalloinvest is a major regional steel 
producer and in Russia’s top five. 
The Company produces more than 
2,000 steel grades.

OEMK is Russia’s only fully integrated steel 
plant employing direct reduced iron and 
electric arc furnace technology to obtain steel 
that is practically free of harmful impurities 
or residues. OEMK is the leading Russian 
producer of SBQ (Special Bar Quality) steel.

Ural Steel is an integrated producer operating 
sintering and blast furnace, steelmaking, 
and metal rolling facilities. Ural Steel is 
Russia’s largest producer of steel for bridge 
construction.

Ural Scrap Company buys and recycles 
ferrous scrap and supplies it to the 
enterprises in the Company’s Steel Segment. 
Approximately 40% of Ural Scrap Company’s 
output is derived from scrap from its own 
network of collection sites.

1 The Company’s data in terms of 1 January 2019 based on the Mineral Expert’s Report of IMC Group 
Consulting Ltd prepared in 2010. 1 By output (Rudprom data).

The Company’s business transformation 
with the adoption of Industry 4.0 
principles of digitalisation and automation 
in many industrial processes at the 
Company’s mining and processing 
plants will bring significant competitive 
advantages by reducing production costs 
and improving efficiency.

The Company gains an important 
competitive advantage from the 
integration of iron ore extraction and the 
processing and production of high value-
added iron ore and steel products. The 
Company’s mining and processing plants 
supply the Company’s steel plants with 
iron ore and metallised raw materials.

The Company’s Mining Segment comprises 
Lebedinsky Mining and Processing Plant 
(Lebedinsky GOK) and Mikhailovsky Mining 
and Processing Plant (Mikhailovsky GOK).

Lebedinsky GOK and Mikhailovsky GOK are 
two of the three largest iron ore mining and 
processing plants in Russia1. The deposits 
mined by Lebedinsky GOK and Mikhailovsky 
GOK are situated in one of the world’s 
largest iron ore basins, the Kursk Magnetic 
Anomaly, and comprise magnetic ores with 
an average iron level of 34–39%.

27.7
million tonnes
Pellets production in 2018

3.0
million tonnes
Pig iron production in 2018

40.4
million tonnes
Iron ore production in 2018

7.2
USD billion
Revenue in 2018

7.8
million tonnes
HBI/DRI production in 2018

1.6
USD billion
Net income in 2018

5.1
million tonnes
Steel production in 2018

0.4
USD billion
CAPEX in 2018Please find more information 

at pages 41-62
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Company Profile (continued)

HOLDING COMPANY METALLOINVEST

Lebedinsky GOK
Lebedinsky GOK is the largest plant 
for the mining and beneficiation 
of iron ore in Russia and the CIS, 
producing high-quality iron ore and raw 
materials. Lebedinsky GOK is the only 
HBI producer in Russia and the CIS. 
Through open-pit mining, the plant 
develops an iron ore deposit with 
proven reserves of 3.8 billion tonnes.

MAIN PRODUCT TYPES
 › iron ore concentrate
 › non-fluxed pellets
 › fluxed pellets
 › HBI

OEMK
OEMK is the only integrated steel 
company in Russia that carries out 
direct reduction of iron and smelting 
in electric furnaces. This allows for 
steel production that is virtually free 
from harmful impurities and residual 
elements.

MAIN PRODUCT TYPES
 › DRI
 › rolled steel (including SBQ) 

products, square billets, pipe 
billets

 › concast billets and blooms

Mikhailovsky GOK
Mikhailovsky GOK is one of 
the largest iron ore mining and 
processing facilities in Russia and 
the CIS. Through open-pit mining, 
Mikhailovsky GOK develops an iron 
ore deposit with proven reserves of 
10.4 billion tonnes.

MAIN PRODUCT TYPES
 › sintering ore
 › iron ore concentrate
 › non-fluxed pellets
 › fluxed pellets

Ural Steel
Ural Steel is an integrated company 
that operates blast furnace, 
steelmaking and metal rolling 
facilities.

MAIN PRODUCT TYPES
 › pig iron
 › concast billets and blooms
 › flat products: bridge steel, 

shipbuilding steel, strips, 
structural steel

Mining segment

Auxiliary business and other assets

Steel segment

1 By output (Rudprom data).

The Company’s Mining Segment 
comprises Lebedinsky Mining 
and Processing Plant (Lebedinsky 
GOK) and Mikhailovsky Mining and 
Processing Plant (Mikhailovsky 
GOK).
Lebedinsky GOK and Mikhailovsky 
GOK are two of the three largest 
iron ore mining and processing 
plants in Russia1. The deposits 
mined by Lebedinsky GOK and 
Mikhailovsky GOK are situated 
in one of the world’s largest iron 
ore basins, the Kursk Magnetic 
Anomaly, and comprise magnetic 
ores with an average iron level of 
34–39%.

Metalloinvest also comprises 
auxiliary assets which provide 
deliveries, sales, service and 
supplies of raw materials to mining 
and steel plants, and some assets 
which serve to diversify the 
Company’s business. 

The Company’s Steel 
Segment comprises Oskol 
Electrometallurgical Plant 
(OEMK) and Ural Steel, both 
leading manufacturers of steel 
products for niche markets 
in Russia, and Ural Scrap 
Company, a collector and 
processor of scrap steel..

 › Metalloinvest Trading AG 
The trading arm and agent for 
Metalloinvest’s export shipments 
of iron ore and steel products.

 › Metalloinvest Logistics AG 
Provider of logistics services to 
Metalloinvest’s export operations.

 › City Institution for Designing 
Metallurgical Plants (Gipromez) 
Leading design, engineering 
and consultancy company in 
the Russian ferrous metals industry.

 › NPVP TOREX 
Research and production 
innovation engineering centre 
focused on developing 
technologies and equipment for 
the production of iron ore and 
metallised products.

 › JSA Group 
Dedicated to the development 
and deployment of innovative 
IT solutions at all Metalloinvest 
enterprises.

 › Rudstroy 
Hi-tech construction company 
specialising in groundworks, 
general construction and 
assembly works for Metalloinvest 
investment projects.

 › MetalloinvestLeasing 
Company providing leasing 
services on production 
equipment, custom machinery, 
vehicles and railway cars to a 
range of industries.

 › Metalloinvest Corporate Service 
Operator of the Multifunctional 
Shared Services Centre (MF 
SSC) consolidating standard 
back-office operations for all 
Metalloinvest companies.

The Company’s auxiliary 
business is represented by 
the following companies: 
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Russia

Iron ore, pellets, 
HBI/DRI

65%

Pig iron and steel 
products

28%

Middle East &
North Africa

Iron ore, pellets, 
HBI/DRI

6%

Pig iron and steel 
products

16%

Europe

Iron ore, pellets, 
HBI/DRI

21%

Pig iron and steel 
products

17%

Other

Iron ore, pellets, 
HBI/DRI

4%

Pig iron and steel 
products

33%

Asia

Iron ore, pellets, 
HBI/DRI

4%

Pig iron and steel 
products

6%

Operational footprint

Lebedinsky GOK, Mikhailovsky GOK 
and OEMK are located in European 
Russia and have access to developed 
infrastructure and key domestic, 
regional and international markets, 
including Russia, the CIS countries, 
Eastern Europe, the Middle East, 
and Asia. Ural Steel is located in the 
Urals region of Russia in proximity to 
Russian customers.

In 2018, the domestic market 
accounted for 40.1% of the Company’s 
consolidated revenue. Sales to Europe 
accounted for 22.7%, Asia 5.9% and the 
CIS 5.3% and all rose year on year. Sales 
to Eastern Europe fell to 10.9% (from 
13.7% in 2017).

Metalloinvest is the largest producer 
of iron ore concentrate and pellets 
in Russia and the CIS. In 2018 the 
domestic market accounted for the 
lion’s share of concentrate (92.6%) and 
pellets (75.0%) sales. 

The Company’s sales on the domestic 
market also include round cast billets 
made by Ural Steel, which are used to 
make pipes and railway wheels, and flat 
products.

Metalloinvest produces approximately 
5 million tonnes of steel products per 
year. OEMK’s high-quality products are 
much in demand on both the domestic 
and foreign markets.

Metalloinvest’s coordinated production policies and 
centralised sales and marketing functions mean 
that Metalloinvest’s enterprises can effectively 
manage production costs and the risks arising from 
fluctuating global prices for raw materials and steel 
products.

Its diversified sales system means that the Company 
is able to react flexibly to changing market demand 
and make the most of any window of opportunity on 
the domestic or foreign markets.

Belgorod

Gubkin
Stary Oskol Zheleznogorsk

Kursk

Novotroitsk

Orenburg

Lebedinsky GOK 
Belgorod Region

Mikhailovsky GOK 
Kursk Region

OEMK
Belgorod Region

Ural Steel
Orenburg Region
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Highlights of the Year
Revenue [USD million] Net income [USD million] CAPEX [USD million]

HBI/DRI production 
[million tonnes]

Steel production 
[million tonnes]

EBITDA [USD million]

Pig iron production 
[million tonnes]

Total environmental 
protection expenditures 
[RUB million]

LTIFR

Charitable and social 
investments in regions 
where the Company 
operates [RUB million]In 2018 the Company continued to pursue 

its strategy to increase output of high 
value-added products. The Company 
achieved stable financial growth through 
its focus on increasing the proportion of 
highly-processed products, favourable 
market conditions, and a programme of 
operational enhancements.

In 2018 work continued to improve 
the Company’s loan portfolio and 
introduce corporate governance best 
practice. This resulted in a reduction in the 
average cost of debt servicing, a decrease 
in Net Debt/EBITDA and the reduction of 
debt maturities to practically zero in 2019.

Credit ratings
Metalloinvest’s credit ratings with international ratings agencies 
were affirmed in 2018 thanks to the Company’s strong 
competitive positions on global markets and its financial stability. 
In 2018, Moody’s, Fitch and Expert RA upgraded their outlook for 
Metalloinvest from Stable to Positive as the Company’s business 
profile strengthened and improvements continued in its financial 
results as well as corporate governance.

Share capital
The authorised capital of JSC Holding Company Metalloinvest is 
RUB 3,745,853,000 divided into 74,917,060,000 ordinary shares.

100% of shares in JSC Holding Company Metalloinvest are 
owned by LLC USM Metalloinvest (part of LLC Holding Company 
USM).

Agency Moody's S&P Fitch Exper tRA

Rating Ba21 BB2 BB3 ruAA-4

Outlook Positive Stable Positive Positive

1 Moody’s upgraded its rating to Ba1, outlook stable on 14.03.2019.
2 S&P upgraded its rating to ВВ+, outlook stable on 27.02.2019.
3 Fitch upgraded its rating to ВВ+, outlook stable on 06.05.2019.
4 Expert RA upgraded its rating to ruAA, outlook stable on 07.05.2019.

2016

4,261

2017

6,231

2014

6,367

2015

4,393

2018

7,187

2016

1,153

2017

1,406

2014

66

2015

218

2018

1,647

2016

290

2017

489

2014

595

2015

417

2018

441

2016

5.7

2017

7.0

2014

5.3

2015

5.4

2018

7.8

2016

4.7

2017

4.8

2014

4.5

2015

4.5

2018

5.1

2016

1,258

2017

2,120

2014

1,961

30,8% 32,6% 29,5% 34,0%
40,8%

2015

1,432

2018

2,934

EBITDA, USD million

EBITDA margin

2016

3.0

2017

2.7

2014

2.3

2015

2.5

2018

3.0

Iron ore production  
[million tonnes]

Pellets production 
[million tonnes]

2016

40.7

2017

40.3

2014

38.7

2015

39.5

2018

40.4

2016

25.2

2017

25.1

2014

22.7

2015

23.8

2018

27.7

2016

5,979

2017

6,567

2014

7,353

2015

8,077

2018

7,235

2016

0,45

2017

0,47

2014

0,42

2015

0,28

2018

0,60

2016

3,197

2017

4,587

2014

1,669

2015

2,710

2018

5,269
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Key Events 2018
Operational highlights and investment projects

February
Metalloinvest completed the construction of the Stary 
Oskol Data Processing Centre where the Company’s IT 
infrastructure is consolidated.

Ural Steel completed an upgrade project on a vacuum 
degasser in its electric arc furnace shop (EAFS), which 
increased the unit’s capacity by 50% to 1.8 million tonnes 
per year. 

August
Mikhailovsky GOK began the introduction of fine 
screening technology. New Derrick stack sizers at 
Mikhailovsky GOK’s beneficiation plant will improve the 
quality of merchant iron ore concentrate, increasing the 
iron content from 65% to 67% by reducing the silicon 
dioxide content and pellets produced from concentrate.

June
Metalloinvest signed a contract with Danieli Centro 
Combustion, part of Danieli Group, for equipment for the 
construction of a heat-treatment facility for hot-rolled 
steel products at OEMK. The new facility, with a capacity 
of 70,000 tonnes of SBQ (Special Bar Quality) bars per 
year, will be established within the enterprise’s finishing 
plant and complement the existing heat-treatment 
capacities at OEMK.

The scientific and technical steel-smelting laboratory set 
up at OEMK by the A.A. Ugarov Stary Oskol Technological 
Institute, a branch of National University of Science and 
Technology MISiS, began development work on new steel 
grades.

Metalloinvest signed a contract with the Italian company 
Tenova, which specialises in innovative solutions for 
the steel and mining industry, for the refurbishment of 
two electric arc furnaces at Ural Steel. The furnaces 
will be transitioned to Flexible Modular Furnace (FMF) 
technology, which will provide flexibility in the use of 
various charge components (hot metal, pig iron, HBI, 
scrap) with the possibility of increasing the share of hot 
metal in the charge to 85%.

September
Metalloinvest signed an agreement with TAKRAF of 
Germany, part of the Tenova group, for equipment for 
the construction of open-pit crushing and conveying 
facilities to transport mined rock at Lebedinsky GOK 
and Mikhailovsky GOK. A cyclical and continuous 
transportation system will be built at Lebedinsky GOK, 
while a crushing and conveyor facility will be constructed 
on the north-eastern side of Mikhailovsky GOK.

October
Signify (formerly Philips Lighting), the world leader in 
lighting technology, carried out modernisation on the 
lighting systems at Lebedinsky GOK, Mikhailovsky GOK 
and OEMK. More than 5,000 light fittings were replaced in 
15 shops at the three plants. This marked the completion 
of the second stage of major modernisation works on 
the lighting at Metalloinvest companies. Light levels have 
increased by up to ten times, depending on the region, 
but electrical energy usage has been reduced by 73%.

Metalloinvest signed a long-term agreement with The 
Linde Group to supply air separation products to Ural 
Steel. Linde will invest approximately EUR 50 million in the 
construction of the new Air Separation Unit (ASU) #6 for 
oxygen production at Ural Steel.

November
Metalloinvest modernised the production process at 
Pellet Plant #3 (PP-3) at Mikhailovsky GOK to increase 
the efficiency of pellet production from mixes of iron ore 
concentrates from Mikhailovsky GOK and Lebedinsky 
GOK. As a result, the productivity of PP-3 increased by 
5%, or 250,000 tonnes of iron ore pellets per year.

OEMK commissioned new water descaling equipment at 
Rolling Mill 350 at Rolling Unit #2. The new equipment 
efficiently removes furnace scale and ensures the 
finished product is free of surface defects. 

December
Metalloinvest signed a contract with Danieli Corus 
(Netherlands) for the supply of equipment for the 
technical re-equipping of blast furnaces #2 and #3 at 
Ural Steel.

March
The Company launched its electronic catalogue products.
metalloinvest.com. The online platform provides 
information on the Company’s product range across its 
operations and enables online submission of commercial 
batch requests to the sales team.

Mikhailovsky GOK commissioned a concentrate intake 
facility. The facility has a design capacity of 3.2 million 
tonnes of concentrate per year. The new complex 
will allow production of premium-quality pellets to 
be increased using high-quality concentrate from 
Lebedinsky GOK.

Metalloinvest and KAMAZ held a second Coordination 
Committee meeting. The parties agreed to implement 
initiatives to increase the efficiency of interaction between 
the companies related to SBQ supplies, including creating 
stock reserves of the products needed by KAMAZ and 
transitioning to electronic document management. 

July
As part of the opening ceremony of the Innovation Centre, 
Metalloinvest signed memorandums of strategic collaboration 
with SAP, a global leader in the development of enterprise 
application software to transform businesses in all industries, 
and Accenture, a leading global professional services and 
digital technology firm.

OEMK commissioned a warehouse for the storage and 
shipment of finished products. It enabled OEMK to increase 
production of rolled steel products including SBQ by 60,000 
tonnes per year.

Metalloinvest commissioned the Roller Hearth Heat 
Treatment Furnace #1 and Rolling Quenching Machine 
#1 at Ural Steel. The new complex enables the plant to 
increase the production capacity of the heat treatment 
furnace from 28.6 to 30.7 tonnes per hour and boosts the 
Company’s position in the market for heat-treated rolled 
steel products. Roller Hearth Heat Treatment Furnace #1 
and Rolling Quenching Machine #1 will also help to improve 
the characteristics of heavy plate, ensuring the physical 
uniformity of the rolled steel products following heat 
treatment, by improving heating and cooling conditions.

July
On 1 July 2018, as part of the first wave of Industry 4.0, 
Lebedinsky GOK and Mikhailovsky GOK commissioned an 
integrated financial and business management system based 
on SAP S/4HANA.

Metalloinvest opened an Innovation Centre at Stary Oskol. It 
will concentrate all the Company’s skills in digital technology 
and advanced solutions for the management of production 
and business processes together with expertise in SAP 
solutions.

About the C
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Financial highlights

Corporate governance
An election for the Board of Directors of the Company took 
place in May 2018. Those elected to the Board of Directors 
were: Ivan Streshinsky (Chairman), Galina Aglyamova, Andrey 
Varichev, Valery Kazikaev, Irina Lupicheva, Pavel Mitrofanov, 
Gleb Kostikov and Dmitry Tarasov.

Socio-economic partnership
Between March and April 2018 Metalloinvest signed 
socio-economic partnership agreements for 2018 with 
the Administrations of the Kursk, Belgorod and Orenburg 
Regions and the municipalities of Zheleznogorsk, Stary Oskol, 
Gubkin and Novotroitsk.

Over the course of the year Metalloinvest continued to work on improving the debt repayment 
schedule and optimising its debt portfolio.

Metalloinvest’s proactive debt management strategy in 2018 helped it reduce the average debt 
servicing cost and cut 2019 scheduled loan payments to almost zero.

In January 2018 the international ratings agency Moody’s 
revised its outlook on Metalloinvest’s rating from Stable to 
Positive, and also affirmed the Company’s ‘Ba2’ corporate 
rating. 

In July 2018 the Russian ratings agency RAEX (Expert RA) 
revised its outlook from Stable to Positive on the Company’s 
credit rating, which was affirmed at ‘ruAA-’.

In August 2018 the international agency Fitch revised its 
outlook on Metalloinvest’s rating from Stable to Positive. The 
long-term issuer default rating was affirmed at ‘BB’.

Events after the reporting date
In February 2019 the international agency Standard & Poor’s 
upgraded the Company’s long-term credit rating to BB+, 
outlook Stable, from BB, outlook Stable.

In March 2019 the international ratings agency Moody’s 
upgraded Metalloinvest’s corporate rating to Ba1, outlook 
Stable, from Ba2, outlook Positive.

In May 2019 the international agency Fitch upgraded the 
Company’s corporate rating to BB+, outlook Stable from BB, 
outlook Positive.

In May 2019 the Russian ratings agency Expert RA upgraded 
the Company’s credit rating to ruAA, outlook Stable from 
ruAA-, outlook Positive.

November
Metalloinvest and ING BANK signed 
an additional loan agreement 
extending to November 2020 the 
maturity of committed revolving 
credit line of USD 200 million and 
also improving the commercial 
terms of the financing. This credit 
line secures Metalloinvest additional 
liquidity, increasing its financial 
stability and resilience.

June
Signing of a credit agreement 
with CRÉDIT AGRICOLE CIB for 
a term of 12 years under the 
guarantee of the≈Euler Hermes 
Aktiengesellschaft credit agency 
(Germany). The EUR 72 million 
raised will finance the procurement 
of equipment as part of the 
project to increase operating 
efficiency through the construction 
of a cyclical and continuous 
transportation system for ore at 
the Lebedinsky GOK open-pit mine.

September
Partial refinancing of loan portfolio 
following signing of new credit line 
agreement with Gazprombank. 
Under the credit agreement the 
Company has raised RUB 18.8 
billion with maturity in six years. 
The funds raised will be spent 
entirely on redeeming the 
Company’s debt to Sberbank, due 
in the first half of 2019.

February
Successful execution of a put 
option on series 02 and 03 
RUB-denominated bonds for a 
total amount of RUB 10 billion. As 
a result, the Company achieved a 
historic low 7.65% p.a. coupon on 
rouble bonds. All the bonds remain 
on the market.

August
Signing of a supplementary 
agreement amending the terms 
of the pre-export finance facility 
of 2017 (PXF-2017). On Tranche 
A, the interest rate margin linked 
to LIBOR has been reduced by 
USD 800 million and the term of the  
credit has been extended: the debt 
now matures in 2021–23 instead of 
2020–22.

January
Signing of an agreement for 
a syndicated pre-export finance 
facility of USD 240 million (PXF-
2018) to refinance all existing 
USD-denominated debt of the 
Company due in 2018–2019 and 
to improve the maturity profile and 
cost of borrowings.
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Main Achievements

Metalloinvest obtained a debut 
corporate social responsibility 
(CSR) rating from the international 
agency EcoVadis. It received the 
Silver level of recognition for its 
CSR practices in the EcoVadis CSR 
assessment. Metalloinvest was in 
the top 11% of world metal and steel 
producers with EcoVadis ratings 
(more than 900 companies). The 
Company was also in the top 7% of 
world metal and steel producers by 
environmental impact.

Lebedinsky GOK was the winner 
of the All-Russian competition 
Health and safety 2017 in the 
category ‘Highly effective solutions 
for preventative measures and 
rehabilitation of workers’ health’. 

Metalloinvest received the annual 
SAP Value Award in the category 
Leader of digital transformation.

OEMK was named among this year’s 
best Russian suppliers to one of 
the world’s leading automotive 
companies Groupe PSA (brands 
such as Peugeot, Citroën, Opel, DS 
etc).

The Company was among 
the leaders in sustainable 
development according to the 
Russian Union of Industrialists 
and Entrepreneurs (RSPP) indices 
‘Responsibility and transparency’ 
and ‘Sustainable development 
vector’ for 2018.

On 4 May 2018 the Lebedinsky 
GOK workforce received official 
gratitude, by Order of the President 
of the Russian Federation Vladimir 
Putin, for its achievements and 
operating performance.

Metalloinvest was ranked sixth in 
the transparency ratings among 
Russian mining and steel companies 
for environmental responsibility, 
the highest of any company in the 
ferrous metals business. The ratings 
were prepared by the Worldwide 
Fund for Nature (WWF) and the 
National Rating Agency in order to 
increase corporate responsibility 
among mining and steel companies 
and create effective feedback 
mechanisms between industry and 
stakeholders.

Lebedinsky GOK, Mikhailovsky GOK, 
OEMK and Ural Steel were winners 
and took prizes in the All-Russian 
Success and Safety 2017 
competition as part of Russia Health 
and Safety week in Sochi.

Metalloinvest’s Multifunctional 
Shared Services Centre (MF 
SSC) won the 2017 Best shared 
services centre launch in the 
‘Best shared services centre Russia 
and the CIS 2017’ competition 
held by CFORussia.ru website and 
Prosperity Media.

Metalloinvest’s online product 
catalogue products.metalloinvest.
com, received a gold award at the 
Rating Runet 2018 competition for 
websites and apps in the “Business 
Services” category.

OEMK and Ural Steel were among 
the winners of the industry 
competition Socially effective 
metals and mining enterprises. 
OEMK won in the category 
‘Environmental protection and 
resource saving’. Ural Steel came 
top in the category ‘Health and 
safety at work’.

Andrey Varichev, CEO of 
Management Company 
Metalloinvest and Chairman of the 
Russian Union of Industrialists and 
Entrepreneurs’ (RSPP) Committee 
on Optimisation of Control 
and Monitoring and Removing 
Administrative Barriers, received 
the medal of honour from the 
RSPP for many years of productive 
cooperation.

The Company was the winner 
in the All-Russian Leaders of 
Russian business: dynamism and 
responsibility 2017 competition 
in the categories ‘Accountability 
in sustainable development’ 
and ‘Contribution to local social 
development’.

Mikhailovsky GOK was the winner 
of the supplier competition in the 
‘Iron ore pellets’ category run by 
Magnitogorsk Iron & Steel Works 
(MMK).

The Company’s MF SSC also won 
the ‘Open Years’ category of the 
competition Best Shared Services 
Centre. The competition was held 
by MSB Events in conjunction 
with Noncommercial Partnership 
Sharing Service Centres, Russia’s 
only official association of shared 
service centres. 

The corporate volunteering 
programme ‘Come forward!’ was 
recognised at the 2018 All-Russian 
‘Champions of Good Deeds’ 
competition in the category ‘Local 
Communities’. The award was 
presented as part of the seventh 
‘Corporate Volunteering: Business 
and Society’ international forum in 
Moscow. 

Ural Steel was the winner of 
the ‘Best Health and Safety 
Committee 2017’ regional review 
competition. 
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DEAR PARTNERS! 

In 2018, major transformation continued at Metalloinvest. We are enhancing the efficiency of our 
business processes and improving the Company’s corporate governance, implementing digital 
technologies and operational innovation. Major changes are taking place in all aspects of life 
at the Company. Step by step, this change is bringing us closer to attaining our strategic goal: 
leadership in the metals and mining sector. 

The world is changing faster than ever before, so in order 
to make progress, we must stay ahead of these changes. 
This means reacting rapidly to challenges and harnessing 
opportunities as they arise, while anticipating upcoming market 
trends. Efficient business models, financial sustainability, 
professional and target-orientated teams are the basis of 
a successful transformation which will make Metalloinvest 
a dynamic, flexible and innovative company. 

Results of our activities

Thanks to our focus on increasing the efficiency of production 
processes and our customer focus, in 2018, the Company 
achieved good operating and financial results and once again 
confirmed its leading position in global and regional markets. 
This was achieved thanks to our increased output of high 
value-added products, positive global market conditions 
and the efficient work of our several thousand employees. 
Our adherence to strategic partnership with customers and 
suppliers is a major part of the Company’s successful work.

In 2018, work continued to improve the parameters of the 
Company’s credit portfolio. This resulted in a reduction of 
average debt servicing costs, decrease of the Net Debt/EBITDA 
ratio, and a reduction of 2019 debt maturities to almost zero.

Corporate governance 

Metalloinvest, following leading global practices, continued to 
improve its corporate governance systems. Areas such as risk 
management, internal control and audit undertaken as part of 
the anti-corruption compliance programme were strengthened. 
Research activities to enhance corporate governance have been 
evaluated positively by international ratings agencies. Noting 
Metalloinvest’s work in 2018, Standard and Poor’s, Moody’s, 
Fitch and Expert RA upgraded the Company’s corporate credit 
rating. 

The results of the Company’s activities confirm the 
effectiveness of the chosen route of business transformation 
and demonstrate that we are firmly on the path to leadership. 

Ivan STRESHINSKY
Chairman of the Board of Directors of 
Management Company Metalloinvest

Occupational and industrial health and safety

The health, safety and professional development of employees 
remains a key priority for Metalloinvest. We are actively 
strengthening our culture of production safety and have set 
ourselves the target of achieving zero accidents in production. 
In 2018, the first major Corporate Health and Safety Week took 
place. Around one thousand employees from all Metalloinvest 
enterprises took part in the week, which included a range of 
events to increase employees’ skills in this area. We continue 
to strive to meet the highest global health and safety standards. 
Over the reporting year, investment in this area grew by 3%. 

Sustainable development and protecting the environment

We are focusing our efforts on reducing human impact on the 
environment and improving the environmental friendliness of 
our production processes. We also supply our customers across 
the world with high-quality products which allow them to reduce 
emissions using the latest technological processing. 

In 2018, Metalloinvest continued its participation in the 
World Steel Association’s Climate Action programme to 
monitor greenhouse gas emissions, confirming its focus on 
environmental responsibility.

We consider sustainable development as the key to the 
Company’s long-term financial success. This not only includes 
protection of the environment, safety and health of employees 
and members of their families, but responsibility to society. 
For this reason, we place great importance on the sustainable 
development of the regions in which we operate. Metalloinvest 
runs a targeted investment programme in social infrastructure, 
and supports education, medicine, culture and sports.
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Statement from the CEO 

DEAR PARTNERS AND COLLEAGUES! 

In 2018, Metalloinvest continued to execute its strategy aimed 
at increasing the production of high value-added products, implementing 
its digital business transformation, and strengthening its relationship 
with key customers.

Andrey VARICHEV,
CEO of Management Company Metalloinvest

Financial and operating results

Metalloinvest’s focus on high value-added products, coupled 
with favourable market conditions, allowed us to achieve 
steady growth in our financial results. As at the end of 2018, 
the Company’s revenue increased by more than 15%, with our 
EBITDA margin reaching 40.8%, the best figure since 2011. 

The Company’s work to reduce costs and improve its debt 
repayment schedule has reduced the Net Debt/EBITDA ratio 
to 1.1 at the end of 2018 from 1.9 the year before.

In the reporting year, Metalloinvest achieved output growth 
across all product types. The production of pellets and HBI/
DRI reached record levels, at 27.7 million tonnes and 7.8 
million tonnes, respectively. The share of high value-added 
iron ore products increased to 71% from 61%. Elsewhere, 
shipments of SBQ reached 1.1 million tonnes.

In order to strengthen the Company’s competitive 
advantages and maintain a leading position in the market, 
Metalloinvest invested USD 441 million in the development 
and modernisation of its metals and mining enterprises. 
The implementation of integrated programmes for the 
development of enterprises was continued, while new 
production facilities were also launched.

Our high-quality iron ore with a high Fe content and a 
minimum level of impurities reduces the harmful effects of 
steel production on the environment.

Our employees

We are convinced that true leadership can only be achieved 
through the involvement of all employees in the process of 
operational improvements and the continuous development 
of professional skills. At Metalloinvest, we are implementing 
the following corporate training programmes: for senior 
management, a comprehensive development programme; 
for heads of department and enterprises, the institute for 
production leaders; and for workers, the school of workers. 
Metalloinvest continuously strives to develop the potential 
of its employees, improving their managerial and leadership 
skills.

Industry 4.0 programme

Metalloinvest’s digital transformation is aimed at changing 
almost all business processes and covers many operational 
areas, such as production management, procurement 
and inventory, maintenance and repair, sales, personnel 
management, contracts, volume planning, budgeting, and 
more. The transformation is also accompanied by changes in 
organisational structures, processes and regulations.

As part of this transformation, we have built an integrated 
management system based on the latest SAP S / 4HANA 
business suite. On 1 July 2018, this system was launched at 
Lebedinsky GOK and Mikhailovsky GOK and in 2019 it will be 
put into operation at OEMK and Ural Steel.

In 2018, Metalloinvest launched a data centre in Stary 
Oskol. It consolidates the data of all Company enterprises 
and centralises the management functions of its corporate 
information systems. An Innovation Centre was also opened 
in Stary Oskol, which centralises the Company’s capabilities 
in the field of digital technologies and the development of 
promising solutions for production management and business 
processes.

I am confident that the ongoing work of the Metalloinvest 
team will contribute to the Company’s development, 
supporting production growth and leading to positive 
financial results.

I want to express my sincere gratitude to all our employees 
for their work and great contribution to the sustainable 
development of the Company.

Focus on zero injury and production safety

The Company’s key priority remains production safety, 
focusing on the safeguarding of the lives and health of our 
employees. Our goal remains unchanged – to completely 
eradicate accidents at work. In 2018, we continued our 
systematic implementation of measures in the field of 
labour protection and industrial safety, the introduction of 
advanced technologies and ensuring we are in line with global 
safety standards. The Company adopted a new policy of 
transparency, according to which any injury (including micro 
injuries or domestic injuries) is subject to disclosure and 
investigation. I am convinced that such openness and careful 
analysis of all incidents will allow us to build a sustainable 
culture of risk prevention and make sure that the rules of safe 
labour are never neglected.

Minimizing the impact on the environment 

Metalloinvest pays great attention to the environmental 
impact of its production processes. In 2018, the Company 
invested RUB 7.2 billion in the modernisation of equipment, 
the installation of the latest filters and waste gas and 
water purification systems, land recultivation and other 
environmental protection measures. Our efforts in this field 
are confirmed by the high rating of international experts – 
Metalloinvest was ranked among the top 11% of companies 
worldwide in the basic iron and steel industry by EcoVadis, 
who surveyed 900 companies in regard to their environmental 
protection measures.
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 We want to be a leader in digital  
 transformation and be an example 
 to industrial companies in other sectors 

Andrey VARICHEV,
CEO of Management Company Metalloinvest

We live in a fast-changing world. It is vital to be able to react to the changes 
taking place around us, guided by reliable data. We have to work closely with 
customers and suppliers and adapt to new market trends more quickly than we did 
in the past. 

That is why we have launched the Industry 4.0 programme. For such major 
transformational change to business processes we need the energy and 
enthusiasm of all the employees of our large Company without exception. 
The results which have emerged so far confirm that we are on the right track. 

The Company is becoming dynamic, allowing us to react immediately to current 
challenges and take advantage of new opportunities. The collaboration between 
our divisions and enterprises is taking on a new level, increasing the accuracy of 
planning and management efficiency. 

Why is the Company’s transformation  
programme is so relevant now? Q:

A:

Our key development priority is undoubtedly production safety, protection of 
the lives and health of our employees, reducing our environmental impact, cutting 
emissions and waste, and ensuring sustainable development in the regions where 
we operate. 

Metalloinvest aims to be a leader in the metals and mining industry, and we are 
keen to strengthen our position in the high-quality and high value-added product 
markets. 

We also want to be a leader in digital transformation and be an example to 
industrial companies in other sectors. 

What are the Company’s  
key development priorities? Q:

A:
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In 2018, we achieved record production volumes of highly processed iron ore 
products – pellets and HBI/DRI. Production of these products has increased re-
spectively by 27.7 million tonnes and 7.8 million tonnes. Steel production increased 
by 6.2% to 5.1 million tonnes. This growth, in turn, was ensured by an increase in 
pig iron production to 3 million tonnes. 

The Company’s success is down to its use of advanced technologies in production, 
efficient investment policy and, most importantly, the professionalism of employ-
ees at Metalloinvest’s enterprises. 

Our workforce of several thousand likeminded employees is the main source of the 
Company’s success and positive results.

What were the Company’s  
key operating results achieved in 2018? 

Andrey UGAROV,  
First Deputy CEO, COO 

Q:
A:

 Our workforce of several thousand  
 likeminded employees is the main  
 source of the Company’s success  
 and positive results 



About the C
om

pany
Strategic Report

Financial and O
perating Results

Sustainable D
evelopm

ent
C

orporate G
overnance

Appendices
Metalloinvest  Annual Report 2018 28

29

We are observing a sustainable growth of global demand for high-quality iron 
ore raw materials and rolled steel. The Company has advanced highly-efficient 
production capabilities and is ready to meet this demand. 

We supply customers with iron ore and metallised raw materials with high 
Fe content and low impurity levels. Using our products enables steelmakers to 
reduce their atmospheric emissions. 

The key challenge in the Steel Segment is to increase sales of high-quality steel 
while enhancing product characteristics and increasing our client focus. 

Our longstanding partnerships with key clients, constantly increasing output 
of high value-added products and the stability of our supplies guarantee 
the Company’s competitiveness. 

What are Metalloinvest’s  
key market advantages? 

Nazim EFENDIEV,  
First Deputy CEO, Sales Director 

Q:
A:

 The main task is to improve  
 the quality of products  
 and services for our customers 
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Strategic Report

Market Overview
 
The global market in 2018 was shaped by 
two main factors: the state of the economy 
in China, the world’s largest consumer 
of iron ore and producer of steel, and the 
protectionist policies of the USA, where the 
introduction of a 25% tariff on steel imports 
led to a rise in prices on the American 
domestic market.

 

China remains on course to create a green steel industry 
with emissions lower than those achieved by the ferrous 
metallurgy in developed countries at present. On the one 
hand, that means that Chinese steel producers are moving 
away from some of their traditional markets, for instance, 
South-East Asia. That leaves space for producers from 
other countries, including Russia. On the other hand, 
the drive to reduce emissions forces up the price of 
quality raw materials, like high-quality pellets and iron 
ore concentrate with high iron content and low levels of 
impurities.

Overall, the global steel industry grew in 2018. Prices 
increased for both iron ore and steel. There was also 
a substantial increased premium on high-quality raw 
material and pellets.

Metalloinvest sells to all major markets, the key markets 
being Russia, Eastern Europe, Western Europe, Asia and 
the Middle East.

Iron ore market 
The global iron ore market remains highly consolidated 
with four leaders (Vale, BHP Billiton, Rio Tinto and FMG) 
accounting for over two thirds of global iron ore sales. 
The leading producers of merchant iron ore are Australia, 
Brazil, China, India and Russia, together accounting for 
more than 81% of global output.

As the largest producer and supplier of iron ore products 
in Russia and the CIS, Metalloinvest works hard to assess 
the factors affecting the iron ore market. Its assessments 
then inform its medium and long-term development plans.

The decrease in the global base price index for 62% Fe 
iron ore (CFR China) in 2018 was due to the calming of 
the market after a period of high volatility in early 2017. 
Uncertainty about Chinese demand for iron ore, the 
increasing supply of iron ore from all producers and the 
increased availability of scrap in China, in conjunction with 
signs of declining demand in the global economy, resulted 
in a slight fall in the annual average price. It is also worth 
noting an increase in the price differential between 62% Fe 
and 65% Fe ores and also a significant rise in the price of 
pellets. The slight fall in the base index was accompanied 
by a rise in prices for rich iron ore and pellets.

Iron ore production by region [million tonnes] Iron ore consumption by region [million tonnes]

2014 2015 2016 2017 2018 Country 2014 2015 2016 2017 2018

345 277 222 203 204 China 1,195 1,163 1,174 1,187 1,271

363 391 405 395 407 Brazil 41 42 39 43 44

583 701 762 800 822 Australia 5 5 5 5 6

192 188 187 184 173 CIS 131 128 130 128 130

126 120 129 172 183 India 112 118 128 139 155

3 3 3 3 3 Japan 138 133 132 129 127

49 51 43 39 46 USA 46 40 36 38 40

60 71 64 56 62 South Africa 9 8 8 8 9

36 38 34 31 31 Europe 162 162 159 163 160

31 33 36 32 31 Central and South America  
(excluding Brazil)

55 56 48 53 53

60 56 58 55 61 North America (excluding USA) 28 25 25 26 27

137 118 86 85 90 Others 116 114 119 127 141

1,985 2,047 2,029 2,054 2,114 TOTAL 2,037 1,994 2,002 2,045 2,162

Source: AME Research
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HBI/DRI market 
Hot briquetted iron (HBI) and direct reduced iron (DRI) are 
essential components in producing high-quality steel grades 
and enable the Company to make its steelmaking operations 
greener.

Currently there is a trend towards building new 
electrometallurgical plants, which offer greater steelmaking 
efficiency and require purer raw materials including HBI/DRI 
and ferrous scrap.

The global HBI/DRI industry is highly concentrated. In 2018, 
global HBI/DRI output grew by 12.3 million tonnes, primarily 
driven by increased production in Iran, India, Russia and 
Egypt.

The Company’s long-term strategy aims to develop the 
production of iron ore and metallised high value-added 
products, primarily HBI/DRI and pellets. Metalloinvest has 
high-quality iron ore and access to the gas pipeline system 
of the Russian Federation which ensures uninterrupted 
supplies of natural gas for the direct reduction process. This 
means it can make high-quality HBI/DRI with minimal impact 
on the environment. The Company possesses not only the 
necessary resources but also the full range of skills and 
knowledge to produce HBI/DRI.

Metalloinvest increased its offering of metallised products 
and reinforced its leading positions in the market for 
merchant HBI with the commissioning of the HBI-3 Plant at 
Lebedinsky GOK in 2017.

In 2018 the Company increased its output of HBI/DRI by 
12.1% to a record 7.8 million tonnes. Shipments to outside 
customers grew by 18.9% to 4.2 million tonnes. The remaining 
output was used for the Company’s own steel production.

Metalloinvest maintains a stable position in the HBI market. 
According to data from WSA, Metalloinvest’s share of 
the global market in merchant HBI was approximately 50% 
in 2018.

A number of price reporting agencies including Argus, Platts, 
The Steel Index, Fastmarkets, Mysteel and SteelHome publish 
reliable current information on iron ore spot prices in the form 
of indices. There is a continuing trend towards pricing based 
on baskets of indices and increased transparency of price 
information. Metalloinvest monitors commodity markets on 
a daily basis and commodity trading on global commodity 
exchanges.

Global base price index [USD dollar/tonnes]

 2017 2018

Platts, Iron Ore Fines (Fe 62%)  
CFR Northern China

71.3 69.5

Platts, Iron Ore Fines (Fe 65%) 
CFR Northern China

87.4 90.4

Metal Bulletin, Pellets (65% Fe)  
CFR Qingdao

107.7 128.7

HBI/DRI production by region [million tonnes]

Country 2017 2018

India 25.8 (29.5) 30.4

Iran 20.5 (19.4) 25.7

Russia 7.1 8

Mexico 6 6

Egypt 4.7 5.8

Saudi Arabia 4.8 5

UAE 3.6 3.8

Qatar 2.5 2.5

Canada 1.6 1.7

Argentina 1.2 1.6

South Africa 0.9 0.8

Libya 0.6 0.6

Venezuela 0.5 0.4

TOTAL 79.9 (82.5) 92.3

Pellet market 
According to data from AME Research, global production of 
pellets rose by 3.2% (+11.0 million tonnes) to 356.9 million 
tonnes in 2018. The largest pellet producers are those that 
mainly service the needs of local steelmakers: China, the US, 
Russia, India, Ukraine and Mexico. In China, which depends 
mostly on raw material imports, pellet production increased 
to 120.4 million tonnes or almost 3% of global output.

In 2018 Metalloinvest achieved record pellet output of 
27.7 million tonnes (10.2% more than in 2017). The Company 
increased shipments of pellets to outside customers by 9.3% 
to 14 million tonnes.

Pellet production by region [million tonnes]

Country 2014 2015 2016 2017 2018

China 137.6 117.1 114.6 116.8 120.4

USA 50.6 43.1 42.2 47.1 48.0

Russia 30.6 31.9 33.6 39.1 40.5

India 21.9 23.4 29.3 32.8 31.5

Brazil 43.1 44.4 28.1 28.7 30.3

Ukraine 21 19.5 21.9 19.7 22.7

Canada 16.6 17.4 17.7 18.3 17.5

Sweden 16.8 15.9 17.8 16.5 17.3

Mexico 6.6 6.6 6 8.2 8.6

Kazakhstan 7.2 8.2 6.2 4.6 5.6

Netherlands 4.3 4.3 4.3 4.3 4.3

Chile 1.7 3.4 3.4 3.5 3.6

Australia 3.8 4.0 3.9 3.1 3.5

Japan 2.9 2.9 2.9 2.9 2.9

Others 1.8 1.8 0.3 0.3 0.3

Peru 0.2 0.1 - - -

TOTAL 366.4 343.8 332.0 345.9 356.9

Source: AME Research

Source: WorldSteel, Metalloinvest

Market overview (continued)

Strategic Report
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Steel market 
According to WSA, global output of liquid steel grew by 4.6% 
year-on-year to 1,808.7 million tonnes in 2018. Increased use of 
rolled steel products in China, reduced capacities to make pig 
iron and steel, and stricter controls by the Chinese authorities 
over the export of rolled steel led to a fall in Chinese exports of 
finished rolled steel products. Chinese steel exports fell 8.1% 
to 69 million tonnes, lessening the price pressure on regional 
markets.

Metalloinvest is the leading regional producer of niche rolled 
steel products. In 2018, according to data from the Corporation 
of Ferrous Metals Producers, Metalloinvest accounted for nearly 
7% of steel output in the Russian Federation. The Company 
occupies leading positions in the production of bearing steel, 
SBQ steels for the automotive and hardware industries and 
heavy plate steel for bridge building.

The Company offers a wide product range and maintains 
partnerships with Russian and international customers from 
various industries.

Steel production by region [million tonnes]

Rolled steel consumption by region [million tonnes]

Country / Region 2014 2015 2016 2017 2018

North America 121.1 110.9 110.6 115.8 120.5

Central and South America 45.0 43.9 40.2 43.7 44.3

Europe 207.6 202.1 199.8 210.7 210.0

CIS 106.1 101.6 102.1 100.9 101.3

Middle East 30.0 29.4 31.5 34.5 38.0

Africa 14.9 13.7 13.1 15.1 16.1

China 822.3 803.8 807.6 870.9 928.3

Rest of Asia 316.9 309.0 316.3 332.3 342.7

Oceania 5.5 5.7 5.8 6.0 6.3

TOTAL 1,669.4 1,620.2 1,627.2 1,729.8 1,807.6

Source: WorldSteel

Country / Region 2014 2015 2016 2017 2018

North America 145.6 133.7 132.2 140.8 142.7

Central and South America 48.9 45.6 39.4 41.2 42.8

Europe 186.8 194.8 199.9 207.3 209.2

CIS 55.9 50.7 49.4 53.2 53.4

Middle East 54.5 53.8 53.1 53.3 55.5

Africa 37.4 38.7 37.6 35.0 36.7

China 710.8 672.3 681.0 736.8 805.4

Rest of Asia 299.2 304.2 317.6 318.8 327.9

Oceania 7.3 7.1 6.6 6.2 5.9

TOTAL 1,546.3 1,500.8 1,516.8 1,592.5 1,679.4

Source: AME Research

SBQ (SPECIAL BAR QUALITY) 

In a fiercely competitive market, the Company is 
concentrating on improving the quality of its steel 
products, including SBQ and quality wire rod (QWR) at 
OEMK and heavy plate steel at Ural Steel.

SBQ is a rolled steel product with improved physical 
characteristics, used in load-bearing components 
in the automotive industry, mechanical engineering, 
shipbuilding, the aviation industry and other sectors. 
Recent times have also seen an increase in the global 
demand for highly processed metal products in the 
high-tech industries. Many types of equipment used in 
the aviation industry or instrument building, or to make 
structures able to withstand the environment of the Far 
North or outer space require steel with very low levels of 
gas, non-metallic inclusions and other impurities.

SBQ makes up about a quarter of all Metalloinvest’s steel 
production. The quality of the SBQ steel made by OEMK 
relies on the plant’s own steel which is produced with 
tightly controlled chemical composition, low levels of 
gaseous and other harmful impurities, enhanced strength 
and plasticity, and improved machinability.

In Russia and the CIS the market for SBQ is around two 
million tonnes. Metalloinvest supplies most of its SBQ 
steel to automotive and bearing factories in Russia, the 
CIS and Europe. Customers include KAMAZ, AVTOVAZ 
and leading European car makers such as Volkswagen, 
Ford, PSA and Daimler. OEMK has been approved by the 
leading European bearing producers Schaeffler, SKF and 
Timken.

Volkswagen AG has 48 car plants in 15 European 
countries and six countries in America, Asia and Africa. 
Its vehicles are built using high-quality rolled steel which 
meets the international quality management standard 
ISO 9001:2015. Every three years, OEMK successfully 
undergoes its three-yearly recertification audit of 
compliance with the standard and is a supplier of SBQ to 
Volkswagen AG.

SKF’s business is concentrated on manufacturing rolling 
bearings, units and seals, and engineering solutions. It 
operates at more than 140 sites in 32 countries. The Oskol 
Electrometallurgical Plant (OEMK) is an approved supplier 
to SKF.

KAMAZ is a Russian manufacturer of diesel trucks, buses, 
tractors, combine harvesters and automotive components. 
OEMK’s SBQ steels are used at KAMAZ in the most heavily 
loaded automotive systems and assemblies: crankshafts, 
transmissions, gears, steering and shock absorber struts 
and springs.

Schaeffler Group makes roller bearings, linear guidance 
systems and rolling bearings for industry. It has more 
than 70 manufacturing locations globally and a network 
of around 1,250 component suppliers. OEMK is the only 
Russian company to have received the Schaeffer Group 
Supplier Award for Supplier of the Year.

SBQ shipped from OEMK [thousand tonnes]

2015

827

911

2016

1,020

2017

1,086

2018

Market overview (continued)
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Market Leadership
Key drivers of success
Metalloinvest is the acknowledged world leader 
in the production of merchant HBI. It is Russia’s 
and Europe’s largest producer and supplier of iron 
ore and merchant pig iron, and a leading regional 
producer of high-quality steel.

Business model

KEY DRIVERS OF SUCCESS:

 ›  unique resource base;

 › favourable geographical location of major 
production assets close to key markets for 
finished product;

 › low production costs;

 › wide sales territory.

THE COMPANY’S STRENGTHS:

 › second-largest iron reserves in the world;

 › long reserve life;

 › access to developed infrastructure and 
relatively cheap energy;

 › unique energy-efficient technologies;

 › low production costs for pellets and HBI/DRI;

 › open approach to the introduction of 
improvements and innovations;

 › capable management team to ensure growth. 

01
02
03
04

We review and consider 
the needs of all our 
stakeholders

To meet these needs, 
we have adequate 
resources

Our business process 
includes

Distribution of 
operational results

CUSTOMERS

Quality products in line 
with global standards

INVESTORS 
AND CREDITORS

Timely debt servicing

EMPLOYEES

Sustainable wages and 
employee benefits

REGIONS 
OF OPERATION
Social and 
infrastructural 
development

Environmental 
protection

THE GOVERNMENT

Budget revenue 
streams

ORE PRODUCTION

40.4 million tonnes  
of iron ore produced 
in 2018

PROCESSING

27.7 million tonnes  
of pellets produced

7.8 million tonnes  
of HBI/DRI produced

3.0 million tonnes  
of pig iron produced

5.1 million tonnes 
of steel produced

SALES

Diversified sales system

Shipments to external customers:

7.6 million tonnes 
of concentrate

14 million tonnes  
of pellets

4.2 million tonnes  
of HBI/DRI

4.6 million tonnes  
of steel, including 
1.1 million tonnes of SBQ

INTERNAL RESOURCES

Personnel 
45,500 employees

Experienced 
management team 
Deployment of best 
practice and development 
of corporate governance 
and risk management

Reserves 
14 billion tonnes of iron ore

Industrial assets  
4 mining and steel 
production enterprises, 
as well as auxiliary 
business

Technology 
and innovation 

Large-scale business 
transformation 
programme  
Оver 30,000 
organisational changes 
in the 2018 programme

Assets  
USD 6,808.5 million 

EXTERNAL RESOURCES
Material suppliers 
(equipment, materials, 
fuel, etc.)
Research and 
engineering centres

Financial institutions
Debt market 

CUSTOMERS

Increased iron content 
in the supplied 
concentrate and 
pellets, higher quality 
iron ore and steel 
products

CAPEX 
USD 441 million

INVESTORS 
AND CREDITORS

Reduction in total debt  
8.9%

Reduction of Net Debt/
EBITDA ratio  
до 1.1х

EMPLOYEES

Growth in average 
monthly pay  
6%

Social support  
RUB 3,195 million

REGIONS 
OF OPERATION

Environmental 
protection expenditure 
RUB 7,235 million

Social and charitable 
investments 
RUB 5,269 million

THE GOVERNMENT

Taxes and payments  
RUB 63,308 million
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Future Development 
Strategy
Metalloinvest’s Development Strategy aims to 
strengthen its position as the world’s leading producer 
of merchant hot briquetted iron and a leading regional 
producer of high-quality iron ore products, as well 
as increase its output of high value-added products 
while improving quality, boosting efficiency and 
strengthening the customer focus.

 
The Company attaches particular importance to a responsible 
approach to environmental protection, occupational health and 
safety and industrial safety.

In accordance with the Debt Management Strategy approved 
by the Board of Directors in 2017, the Company focuses 
on reducing its borrowing costs and ameliorating its debt 
repayment schedule. The Company continues to proactively 
manage its debt portfolio and optimise its borrowing 
parameters.

The Company plans to maintain its target EBITDA margin above 
30% at all points of the industry cycle by boosting operational 
efficiency, reducing costs and increasing sales margins.

Sustainable development is an integral part of Metalloinvest’s 
strategy and is essential to the Company’s long-term 
competitiveness. The Company aims to balance the interests 
of all stakeholders and achieve harmonious management of the 
economic, environmental and social aspects of its business.

The Strategy includes projects to minimise the Company’s 
environmental impact, ensure employees have safe working 
conditions, fair pay, leisure and healthcare, and improve the 
social and cultural environment in the regions where we operate.
In pursuing its customer-focused strategy Metalloinvest:

 › prioritises the interests and needs of its customers;
 › closely aligns its investment policy with the needs of its key 

customers by upgrading production capacity to offer the 
required types of products;

 › gives particular importance to service, aiming to provide the 
best customer experience available on the market;

 › views enhancing the customer focus of its business 
as a tool for retaining and consolidating its position in 
a competitive market for high value-added products;

 › promotes partnerships with all stakeholders (local 
communities, investors, financial organisations, suppliers, 
government authorities, and others)

STRATEGIC PRIORITIES:

Key objective of the Company’s work: to consistently 
increase the Company’s efficiency 

 › Provide stable dividend income and return on capital 
for shareholders

 › Ensure industrial safety, health and safety, 
environmental protection

 › Improve profitability

 › Make smart investments in strategic projects

COMPANY MISSION STATEMENT:

Provider of high-quality iron ore products and 
metallised raw materials to support global 
technological development with a responsible 
approach to environmental protection and 
a responsible social policy

 › Continual support to the technical development and 
transformation of the global steel industry

 ‒ Provider of high-quality raw materials and metallised 
products to the global steelmaking industry to 
increase customers’ production efficiency

 ‒ Provide high-quality raw materials to reduce 
the content of harmful impurities, improve physical 
properties and reduce processing costs

 › Environmental protection and social responsibility
 ‒ Continuous efforts to cut emissions and waste in 
own operations

 ‒ Provide customers with raw materials enabling them 
to reduce their environmental impacts

 ‒ Make a social contribution to local communities 
(with the support and participation of employees) 

Strategy implementation in 2018
Effective development of existing 
iron ore deposits
Metalloinvest develops deposits with 
14 billion tonnes of proven iron ore 
reserves under JORC standards, 
guaranteeing 138 years of reserve life at 
current rates of extraction. 

Expanding our presence in the global 
metallised raw materials market
HBI-3 Plant at Lebedinsky GOK, which 
was commissioned in July 2017, achieved 
full capacity in 2018 enabling the 
Company to expand its presence in the 
global market for metallised raw materials. 
This is in line with the Company’s strategy 
to strengthen its position as a global 
leader in the production of merchant HBI. 
The Company’s position will be further 
strengthened by:

 › increased steel production using 
electric arc furnaces;

 › stricter requirements around 
environmental impact and product 
quality;

 › lower quality scrap and higher 
demand;

 › action to improve the quality of HBI 
output.

Expanding our presence in the global 
steel product market
Metalloinvest’s market is informed by 
the current state and future development 
prospects of regional markets. 
The Company’s wide range of products 
and flexible logistics (multimodal (land/
sea) routes to Asia and Europe via Black 
Sea and Baltic ports) enable it to compete 
successfully in its main markets against 
both global suppliers and local producers.

The Company aims to substantially 
increase the high-quality, high-margin 
portion of its output. In particular:

 › work is being done under a 
comprehensive development plan 
for the GOKs to increase the quality 
of merchant iron ore products: 
Derrick fine screening technology 
is being introduced at Mikhailovsky 
GOK; iron ore concentrate flotation 
technology is under consideration for 
introduction at Lebedinsky GOK; 

 › as part of the special bar quality 
(SBQ) production and sales 
development programme, OEMK 
is currently working on expanding 
its heat treatment capacity for 
hot-rolled products and expanding 
its warehousing and logistics 
operations;

 › Ural Steel has upgraded a heat 
treatment furnace and installed a 
quenching press at Rolling Mill 2800.

Lower production costs
HBI/DRI and pellet production costs at 
Metalloinvest’s plants are significantly lower 
than those of the Company’s global peers.

The main factors underlying the low 
pellet and HBI/DRI production costs at 
Metalloinvest’s plants are:

 › availability of a substantial, high-
quality resource base;

 › development of open-pit mine by the 
Company’s own means;

 › use of low-cost magnetic separation 
as the primary method of iron ore 
beneficiation;

 › ‘zero operational cost’ transmission 
of iron ore concentrate from 
Lebedinsky GOK to OEMK via a 
26 kilometre slurry pipeline;

 › energy-efficient production 
technologies;

 › availability of essential infrastructure 
(railways, roads etc) and relatively cheap 
energy (natural gas and electricity).

Strengthening customer focus
In 2018, the Company began 
implementation of a comprehensive 
programme to enhance customer 
focus in steel product sales, which was 
approved a year earlier. Metalloinvest is 
now working actively to adopt global best 
practice in service and client interaction, 
introduce CRM systems and improve the 
sales culture.

Business transformation
As part of the Industry 4.0 business 
transformation programme, which aims to:

 › improve the efficiency of business 
processes;

 › reduce labour input costs;
 › increase accuracy of planning and 

quality of implementation monitoring; 
ensure transparency of accounting 
and timely decision making; reduce 
costs.

in 2018:
 › The Company introduced an 

integrated SAP S/4HANA-based* 
financial and business management 
system at Lebedinsky GOK and 
Mikhailovsky GOK.

 › A data processing centre was 
opened at Stary Oskol.

 › An Innovation Centre was opened as 
a focal point for the development of 
innovative solutions in collaboration 
with SAP and Accenture.

Strategic Report
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Key Projects

INTRODUCTION OF CYCLICAL AND CONTINUOUS 
TRANSPORTATION SYSTEM

In 2018 the Company completed design and surveying 
works for the introduction of a cyclical and continuous 
transportation system for mined rock for beneficiation at 
Lebedinsky and Mikhailovsky GOK. Equipment suppliers 
have been selected, and construction and assembly works 
have begun. The technology will substantially reduce 
the cost of iron ore production by optimising mining and 
transportation operations. 

For more details on the Company’s investment 
projects, see p. 44-45

INCREASING EFFICIENCY AND PRODUCTIVITY 
BY AUTOMATING BUSINESS PROCESSES

Metalloinvest is implementing a project to introduce an 
automated planning and management system based on ERP 
systems. The project will allow the Company to increase the 
overall efficiency of interrelated management processes, 
transition to a rolling planning framework and enable partners 
and customers to track orders and deliveries online in real time.

For more details on the Company’s investment 
projects, see p. 42-43

ENHANCING CUSTOMER FOCUS

Within the Company’s initiative to become more customer-
focused, Metalloinvest is working to enhance its customer 
service and optimise its customer relations policy. In 
particular, it is working to develop modern systems of 
customer relationship management (CRM), write uniform 
customer service standards, introduce global pricing 
practices, streamline its supply chain and develop 
advanced financial guarantees. 

For more details on improving product quality 
and client focus, see p. 58-59

DYNAMIC RESPONSE TO INTERNAL  
AND EXTERNAL CHANGES

In 2018 Metalloinvest continued to develop its corporate 
risk management system. It launched frameworks to 
categorise potential risk events and issued guidelines 
and policies on processes. It is introducing risk response 
procedures and implementing quantitative assessments of 
potential harms.

For more details on risk management,  
see p. 92-93

RESTRUCTURING THE MANAGEMENT OF MAINTENANCE 
AND REPAIRS, SEPARATING AUTHORITIES AND 
RESPONSIBILITIES

To improve business units’ performance, Metalloinvest 
is creating a shared centre for planning and managing 
maintenance work. The centre will streamline maintenance 
services, standardise maintenance planning and operations, 
and establish a unified system to coordinate maintenance 
schedules. In the future Metalloinvest plans to unify 
technologies and equipment across all the Company’s 
enterprises.

INTRODUCTION OF OXIDISED QUARTZITE PROCESSING 
TECHNOLOGY AT MIKHAILOVSKY GOK

Industry trials continue on new oxidised quartzite 
processing technology to improve the efficiency of 
concentrate production at Mikhailovsky GOK. 

Successful completion of the trials and construction of 
a new production facility will reduce the cost of extracting 
and processing iron ore for concentrate at Mikhailovsky 
GOK and improve the plant’s economic efficiency.

For more details on the Company’s investment 
projects, see p. 44-45

EXPANSION OF THE PELLETISATION PLANT 
AT MIKHAILOVSKY GOK

Work continues to improve the quality of iron ore products 
by expanding the crushing and beneficiation complex with 
new Derrick fine screening technology and refurbishing 
the production process and heat processing scheme at 
Pellet Plant #3 at Mikhailovsky GOK.

When successfully completed, these projects will increase 
the plant’s productivity and iron ore concentrate quality, 
reduce production costs and significantly expand the 
internal market by allowing new pellet types to be made.

For more details on the Company’s investment 
projects, see p. 44-45

Innovation
Science and technology and innovative solutions 
are crucial to Metalloinvest’s sustainable 
development. They pave the way to consolidate and 
develop the scientific and production potential of 
the Company’s enterprises. 

 
The Company engages in scientific, research and development 
and engineering work in the following areas:

 › identifying strategic development areas (improved product 
quality, increased operating integration and performance, 
the development of new products and evaluating their 
efficiency);

 › addressing the R&D challenges related to environmental 
and industrial safety at the Company’s plants;

 › raising production efficiency (improved equipment and 
process units, automated processes, higher equipment 
productivity and cost optimisation).

The Company works actively with the academic and professional 
community at conferences and other forums. In 2018 
Metalloinvest was joint organiser of the International Mining and 
Blasting Conference and an active contributor to the 8th Central 
Russian Economic Forum, a seminar on mining and steelworks 
design, the 11th Corporate Scientific and Technical Conference, 
the 8th Corporate Seminar on industrial safety, environmental 
safety and occupational health and safety and other events. 
Company representatives took part in 12 international and 
Russian scientific and industry conferences.

The scientific and technical steel-smelting laboratory 
was set up at OEMK in collaboration with the 
A.A. Ugarov Stary Oskol Technological Institute, 
a branch of the National University of Science and 
Technology MISiS (NUST MISiS), and began work 
developing new steel grades in 2018. The laboratory 
is equipped with a vacuum induction melting furnace 
and offers unique opportunities to develop new steel 
grades to meet the demands of the global market for 
high-quality rolled steel products. Metalloinvest and 
NUST MISiS have invested more than RUB 60 million 
in creating the scientific and technical steel-smelting 
laboratory.

Strategic Report

Future development (continued)

Cooperation with research 
and engineering centres
Metalloinvest takes a responsible approach to the use of 
resources based on the latest science and technologies. Today 
Metalloinvest contains several successful divisions which play 
a leading role in modernising and developing its operations:

 › NPVP TOREX 
 › GIPROMEZ;
 › Metalloinvest JSA Innovation Centre;
 › The scientific and technical steel-smelting laboratory at 

NUST MISiS.

The Company engages various specialist Russian and foreign 
research and engineering companies and Russian universities to 
work on its projects.

The landmark events of 2018 were the opening of the Innovation 
Centre and the start of work at the scientific and technical steel-
smelting laboratory.

 
The Industry 4.0 programme
Metalloinvest is implementing Industry 4.0, 
a comprehensive digital transformation programme 
affecting practically all business processes and 
creating a platform for an entirely new way of 
conducting business and achieving long-term industry 
leadership.

The purpose of Industry 4.0 is to improve business efficiency, 
make planning more accurate and cut costs. A key element 
is an integrated SAP S/4HANA-based financial and business 
management system. Metalloinvest is the first Russian company 
to introduce S/4HANA on the scale of a major industrial group.

SAP S/4HANA is a smart ERP system providing complete real-
time information on all of a company’s business processes. 
The solution brings together all the trends of Industry 4.0: 
hyperconnectivity and in-memory technology and near real-time 
big data capabilities enabling the implementation of the Real 
Time Enterprise concept. S/4HANA is one of the fastest and 
most adaptable enterprise support and development systems, 
due to its combination of all available technologies.
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The Company sees the main effect of the changes on its business as being:

automation of business processes reduced labour input costs

reliable, clear and rapid data management decisions online

comparison of digitised processes and functions
internal benchmarking;

dissemination of best practice throughout the Company;
cost optimisation

automated maintenance schedules and strategies reduction of equipment down time

minimised manual inputting more reliable data and less time to prepare accounts;
electronic document handling

standardised business processes throughout the Company

creation of a single unified system of employee records, 
workforce planning and payroll, plus standardisation of pay 

calculations
automated monitoring of transaction margins;

monitoring and transparency of work with contractual 
partners

common procurement price control system

transformation of the culture of functional areas and plants joint endeavour for a shared result, joint search for solutions;
preparedness for future change

Metalloinvest’s digital transformation aims to reform almost all 
the Company’s business processes. It covers 18 functional areas 
such as production management, purchases and reserves, 
maintenance and repairs, sales, personnel management, 
contracts, volume planning and budgeting. 

The financial and business management system 
was launched at Lebedinsky GOK and Mikhailovsky 
GOK in the first wave of Industry 4.0 on 1 July 2018. 
The platform, which unites more than 4,000 users in 
a single information system, is designed to replace 
more than a hundred production and management 
systems. The main contractor in the project was 
Accenture.

Metalloinvest began the second wave of Industry 4.0 
on 1 October 2018 at OEMK and Ural Steel. The second 
stage will be completed by the end of 2019.

All companies in the group will operate in a single unified 
information system: instead of a hundred local systems, all 
functional areas are supported by a single ERP system. More 
than 30,000 organisational changes have taken place since 
the beginning of the implementation period. The transformation 
has been accompanied by changes to Metalloinvest’s 
organisational structure, processes and regulations.

Stary Oskol Innovation Centre
In July 2018 Metalloinvest opened an Innovation Centre at Stary 
Oskol. The Innovation Centre concentrates all the Company’s 
skills in digital technology and advanced solutions for the 
management of production and business processes together 
with expertise in SAP solutions. At the opening ceremony of 
the Innovation Centre, Metalloinvest signed memorandums for 
a strategic partnership with SAP, a world leader in the market 
for transformative corporate applications in all branches of 
business, and Accenture, a global leader in the professional 
services and digital technologies market.

35,000 +
users of IT services

100 +
platforms

300 +
business initiatives

INNOVATION CENTRE

Development centreCentre of excellence Evolution centre

Automation of business processesIT system change management Training platform

Digital startupsCentralised IT system support Functional development programme 
(Design Thinking format)

Development platform in collaboration 
with SAP and Accenture
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Investment projects
Metalloinvest’s development strategy aims to 
strengthen the Company’s position as a world-leading 
producer of hot briquetted iron (HBI), increase output 
of high value-added iron ore and metallised products, 
raise production efficiency and improve cooperation 
with customers.

The strategy highlights the necessity of new or 
modernised production capabilities for highly 
processed products, and modern technologies and 
equipment which use fewer resources but are more 
productive.

Lebedinsky GOK
HBI-3 Plant at Lebedinsky GOK was formally delivered in April 
2018. The ancillary infrastructure is under construction. The plant 
employs fine screening technology which facilitates considerable 
savings of water and electricity and also a substantial reduction 
in silica levels in the concentrate used as a raw material by HBI 
production units.

Lebedinsky GOK’s specialists conducted tests of the new plant 
in various operating modes to determine the optimum mesh size, 
feed rate, loadings and other measurements. All these activities 
served to reduce the material costs of ore crushing and increase 
the quality of the resulting concentrate. New second beneficiation 
technology has increased the output of over 69.5% Fe concentrate 
by 50% since 2016. It also reduced the mass fraction of silicon 
dioxide in the concentrate to 2.4–2.5%, enabling Lebedinsky GOK 
to make a new product type in the form of high-basicity pellets. 

Mikhailovsky GOK
As part of the development of the open-pit mine, a crushing 
and conveyor facility is being constructed at Mikhailovsky GOK. 
The Company invested approximately 6% of its 2018 capital 
expenditure in this project.

As part of the major development programme taking place at 
Mikhailovsky GOK to improve the quality of iron ore products 
and processing, improvements to the beneficiation plant 
included a pilot project to introduce fine screening technology, 
which was completed. Thirteen sizers have been installed. Work 
continues to consider the options for the modernisation of the 
crushing facilities. At the pelletisation facility, Pellet Plant-3 was 
modernised, increasing productivity by 5%. 

Technical progress in the design of sizing machines and the 
development of wear-resistant, non-clogging fine polyurethane 
meshes have made it economically advantageous to apply 
fine screening technology to the beneficiation of non-oxidised 
ferruginous quartzites in the crushing and beneficiation plant.

The new Derrick stack sizers at Mikhailovsky GOK’s beneficiation 
plant will improve the quality of merchant iron ore concentrate, 
increasing its Fe content from 65% to 67% and reducing the 
silicon dioxide content. Investment in the project until 2022 is 
estimated at RUB 11.4 billion.

Industry trials continue on new oxidised quartzite processing 
technology to improve the efficiency of concentrate production 
at Mikhailovsky GOK. When successfully completed, these 
projects will increase the plant’s productivity and iron ore 
concentrate quality, reduce production costs and significantly 
expand the internal market by allowing new pellet types to be 
made.

The Company continues the renewal of the transportation 
systems at its mining and processing plants. Around 12% of 
capital expenditure in 2018 was allocated to acquiring new 
equipment.

Phase I of implementation of the integrated financial and 
business management system as part of the Industry 4.0 
programme was completed this year and involved the 
commissioning of systems handling basic processes at both 
Lebedinsky GOK and Mikhailovsky GOK and in personnel 
management. The Company invested approximately 7% of its 
2018 capital expenditure in the Industry 4.0 programme.

OEMK
The Company has set ambitious aims in its comprehensive 
programme to improve client focus and SBQ quality:

 › to strengthen its position in the high-margin superior-
quality rolled steel segment;

 › to increase SBQ production capacity at OEMK to be 
300,000 tonnes per year more in 2020 than it was in 2016.

In 2018 construction began on a heat treatment facility for 
hot-rolled steel at OEMK with capacity of 70,000 tonnes per 
year. Total investment will be approximately RUB 3 billion. The 
new facility will increase both heat-treatment capacity and 
the quality of finished rolled steel products. OEMK also plans 
to revise its product structure towards higher-margin, higher-
priority output. The new facility will enable OEMK to carry out 
various kinds of heat treatment at a wide range of temperatures 
between 400°C and 980°C to produce high-quality rolled steel 
products with a specific microstructure.

Another significant project is the modernisation of Continuous 
Casting Machine #3 (CCM-3) and refurbishment of water-
cooling systems #5 and #6 allowing simultaneous operation 
of five continuous casting machines. OEMK started work on 
this project in 2018. The project will improve the quality of 
the continuous castings produced by CCM-3 and ensure 
an uninterrupted supply of water to five continuous casting 
machines operating simultaneously. Water-cooling systems #5 
and #6 were commissioned in December 2018. The modernised 
CCM-3 will be commissioned in the third quarter of 2019.

Investment to improve quality, productivity, efficiency and 
expanding SBQ production capacities at OEMK has already 
yielded results. Sales of high-margin products have increased in 
physical terms and as a proportion of the sales structure, which 
is a success for the Company and bolsters its financial stability.

The programme will allow further improvements in the 
profitability of the product portfolio. Metalloinvest will be able to 
increase SBQ exports and maintain its position on the internal 
market.

Ural Steel
In July 2018 Ural Steel commissioned Roller Hearth Heat 
Treatment Furnace #1 and Rolling Quenching Machine #1. The 
new complex will enable Ural Steel to increase the production 
capacity of the heat treatment furnace from 28.6 to 30.7 tonnes 
per hour and will boost the Company’s position in the market for 
heat-treated rolled steel products. 

In September 2018 a contract was signed with Linde to supply Ural 
Steel with air separation products (oxygen and nitrogen) by way of 
outsourcing. Deliveries will begin in the first quarter of 2021.

In October 2018 a contract was signed with Danieli Corus to 
supply equipment for blast furnaces #2 and #3 as part of the 
blast furnace modernisation programme. Modernisation of Ural 
Steel’s blast furnaces aims to increase the output of pig iron and 
convert the furnaces to operate with charges comprising 95% 
pellets and 5% iron-bearing briquettes following the closure of 
the sintering plant.

Metalloinvest systematically and consistently 
implements the most advanced beneficiation 
technologies. It tries to keep up with – indeed set – 
global trends in the extraction and processing of 
magnetic and oxidised ores with comparatively low 
initial iron content. It competes on both cost and 
quality with iron ore producers benefitting from much 
richer ores, which may need no beneficiation at all.

Capital expenditure [USD million]

2016

290

2015

417

2014

595

2017

489

2018

441
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Operating Results
Production and shipments
 
 
The Company’s iron ore output was stable 
(at around 40.4 million tonnes) in 2018. 
Output of pellets increased by 10.2% year-
on-year to a record 27.7 million tonnes 
against the background of growing market 
demand and increased productivity following 
the major overhauls at Pellet Plants #1 and 
#3 in 2017. Output of HBI/DRI increased 
by 12.1% to 7.8 million tonnes in 2018 as a 
result of the commissioning of HBI-3 Plant 
at Lebedinsky GOK in July 2017 and also the 
increased productivity at OEMK’s DRI Plant #2 
following modernisation works in 2017. 
 

As a result of increasing the degree of iron ore 
processing, the proportion of high value-added 
products (pellets and HBI/DRI) in total sales grew to 71% 
in 2018 (as opposed to 61% in 2017 and 2016).

Output of hot metal increased by 12.6% to 3.0 million 
tonnes in 2018 as a result of the recommissioning of 
ASU1 #5 after major maintenance works at Ural Steel. 
In the reporting period, the Company also increased 
steel output by 6.2% to 5.1 million tonnes as a result of 
an increase in production and shipments of cast billets 
from CCM-1.2 

The proportion of high value-added steel products was 
maintained in 2018 at the 2017 level of 43% mainly as a 
result of demand for merchant SBQ (23% of total steel 
shipments, up 6.5% in 2018) and Plate HVA (13% of 
shipments, up 8%).

1 ASU – air separation unit
2 CCM – continuous casting machine

Output of iron ore products in 2014– 2018 [million tonnes]

Output of steel products in 2014–2018 [million tonnes]

Output of iron ore products in 2014– 2018  
at Lebedinsky GOK [million tonnes]

Output of steel products in 2014–2018  
at OEMK [million tonnes]

Output of iron ore products in 2014– 2018  
at Mikhailovsky GOK [million tonnes]

Output of steel products in 2014–2018  
at Ural Steel [million tonnes]

18.9

12.0

18.3

11.0

18.2

9.9

18.4

12.5

201620152014 2017 2018

18.5

14.9

PelletsConcentrate and sintering ore

3.0

1.1

2.5

1.0

2.3

1.1

2.7

1.3

3.0

1.6

Pig iron Steel

201620152014 2017 2018

21.8

9.3

21.2

9.0

20.5

9.0

21.9

8.6

21.9

8.8

2.72.62.4
4.0 4.6

Concentrate Pellets  HBI

201620152014 2017 2018

3.9
3.6

3.8

3.5
3.7

3.4

4.0

3.5

4.0

3.4

3.0
2.8

3.0
3.2

Pellets DRI Steel

201620152014 2017 2018

2.9

40.739.538.7 40.3 40.4

5.75.45.3
7.0 7.8

25.223.822.7
25.1

27.7

201620152014

Iron ore Pellets  HBI/DRI

2017 2018

3.0

4.7

2.5

4.5

2.3

4.5

2.7

4.8

3.0

5.1

Pig iron Steel

201620152014 2017 2018
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Scheme of production and shipments of products in 12 months of 2018

* includes a small quantity of sintering ore

SalesProcessing

Shipments of iron ore products  
in 2014–2018 [million tonnes]

Shipments of iron ore products from 
Lebedinsky GOK in 2014–2018  
[million tonnes]

Shipments of iron ore products from 
Mikhailovsky GOK in 2014–2018  
[million tonnes]

Shipments of metal products  
in 2014–2018 [million tonnes]

Shipments of metal products from 
OEMK in 2014–2018 [million tonnes]

Shipments of metal products from  
Ural Steel in 2014–2018 [million tonnes]

201620152014 2017 2018

Iron ore Pellets  HBI/DRI

10.7

14.5

2.5

10.8

14.4

2.4

11.0

13.9

2.3

10.4

12.8

3.6

7.6

14.0

4.2

Concentrate Pellets  HBI

201620152014 2017 2018

10.9

5.4

10.4

5.2

2.6 2.7

9.6

5.4

2.4

11.6

2.5

4.0

11.3

2.0

4.5

201620152014 2017 2018

Pellets

5.6

12.0

6.1

10.9

7.1

9.9

5.0

12.5

3.8

14.9

Concentrate and sintering ore

2.4

4.3

1.8

4.2

1.8

4.2

2.1

4.4

2.2

4.6

Pig iron Steel products

201620152014 2017 2018

3.4

0.1

3.3

0.1

3.2

0.2

3.3

0.1

3.3

0.1

DRI

201620152014 2017 2018

Steel products

2.4

0.9

1.8

0.9

1.8

1.0

2.1

1.1

2.2

1.4

Pig iron Steel products

201620152014 2017 2018

IRON ORE RESERVES

Benefication

HBI

Pelletising

DRI

Steel production

Sintering

Pig iron

Metallising

7.6 million tonnes
Concentrate*

14.0 million tonnes
Pellets

4.2 million tonnes
HBI/DRI

4.6 million tonnes
Steel products

2.2 million tonnes
Pig iron

Production

Shipments

2.3 million tonnes
SEMIS

0.3 million tonnes
SEMIS HVA

1.1 million tonnes
SBQ HVA

0.3 million tonnes
Plate

0.6 million tonnes
Plate HVA

Without intragroup shipments With intragroup shipments With intragroup shipments
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Financial Results
Revenue
In 2018, the Company’s revenue increased by 15.3% year-on-
year to USD 7,187 million mainly as a result of the following 
factors:

 › Growth in global prices for the Company’s main products 
(global steel prices increased by 12.1%1, pig iron prices 
by 7.9%2; the premium on pellets was up substantially 
by 31%3);

 › Change in product mix by increasing volume of high 
value-added product shipments (HBI/DRI shipments rose 
by 18.9%, pellets by 9.3%, high-grade steel products4 
by 5.6%)

In the reporting period, revenues from sales of steel products 
grew by 17.6% to USD 3,822 million, revenues from iron ore 
product sales grew by 13.0% to USD 3,182 million. Of that 
amount, 84.1% was accounted for sales of high value-added 
products (pellets and HBI).

In 2018, domestic market sales accounted for 40.1% of 
the Company’s consolidated revenue. Sales to Europe 
accounted for around 22.7%, Asia 5.9% and the CIS 5.3%. 
At the same time, sales to Eastern Europe fell to 10.9% 
(from 13.7% in 2017).

Cost of sales, distribution 
and general and administrative 
expenses
In 2018, the Company’s cost of sales increased by 6.5% 
to USD 3,268 million as a result of rising prices for raw 
materials and other materials and changes to the product 
mix. Nevertheless, the costs of sales as a proportion of 
revenue decreased to 45.5% from 49.3% the previous year, 
partly as a result of the Company’s programme of operational 
improvements.

Distribution expenses decreased by 3.0% to USD 856 million 
in 2018 as a result of a reduction in transportation expenses 
(as a result of an increase in shipments of high value-added 
products and thus decrease of transportation volumes) and 
a weakening of the rouble. Distribution expenses decreased 
to 11.9% of revenue as opposed to 14.2% in the previous year.

General and administrative expenses were USD 348 million 
or 4.8% of total revenue in 2018, which is 0.8 p.p. lower than 
in 2017. 1 Argus price assessment Steel Billet, FOB Black Sea

2 Pig iron, FOB Black Sea
3 Atlantic pellet premium
4 SEMIS HVA, SBQ HVA, Plate HVA 

Cost of sales [USD million]

Revenue by product [USD million]

2017 2018

Steel and rolled steel 2,499.1 2,969.7

Iron ore pellets 1,250.4 1,413.6

Hot briquetted iron 875.8 1,262.8

Pig iron 749.4 851.8

Iron ore 688.6 505.3

Ferrous scrap 9.8 11.1

Other revenue 157.7 172.7

2017 2018

Raw materials 1,464.4 1,679.8

Labour costs 497.4 464.9

Electricity 439.3 436.9

Natural gas 299.2 305.9

Depreciation of fixed and intangible 
assets

227.0 243.0

Land, property and other taxes 58.4 61.5

Amortisation of mineral rights 35.1 33.3

Maintenance and repairs 15.7 14.4

Other 32.9 28.1

2017 2018

2017 2018

6,818 
thousand tonnes
Steel products

28.1 %

16.7 %

CONSUMERS:
› KAMAZ
› ОМК
› EPK
› Ural Spring Plant
› AVTOVAZ
› Severstal-metiz
› Izhorsky TPZ
› Belarusian Steel Works

65.0 %
CONSUMERS:

› ММК
› ТМК
› ChelPipe Group
› Severstal
› Mechel
› NLMK
› Tulachermet
› Evraz
› Geosteel 
› Baku Steel

› SKF Group
› Duferco Danish Steel
› Volkswagen AG
› Schaeffler Group
› Groupe PSA
› NTN-SNR
› Duferdofin Europe S.A.

21.1 %
› Celsa Group
› Ilva
› Ferriere Nord
› Arvedi
› Riva Group
› ArcelorMittal
› Rogesa
› Thyssenkrupp
› BSW
› HBIS
› Tata Steel
› U.S. Steel Kosice

25,869 
thousand tonnes
Iron ore products

DOMESTIC EXPORT

RUSSIA AND CIS
EUROPE

5.8 %
› Samsung C&T 

Corporation

4 %
› Xilin Iron & Steel
› Jianlong Group
› Posco
› Kobe Steel
› Nippon Steel & 

Sumitomo Metal

ASIA

33.5 %4.2 %
› NUCOR
› Steel Dynamics
› Tenaris

OTHER

15.9 %
› Kroman Celik
› Icdas
› Kardemir
› Ekinciler
› Tosyali
› Habas

5.7 %
› Erdemir
› Colacoglu
› Kroman Celik
› Habas
› Kuwait Steel
› Emirates Steel
› Solb Steel

MIDDLE EAST
NORTH AFRICA

For information, some of the major consumers of the Company's products 
are indicated without reference to the supply volumes.
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Over the course of 2018, Metalloinvest continued improving 
the repayment schedule and optimising its debt portfolio:

 › Refinanced pre-export finance facilities totalling 
USD 240 million following the signing of a new pre-export 
finance facility (the “PXF-2018”). 

 › The Company’s bonds series 02 and 03 for a total amount 
of RUB 10 billion were kept in the market with a five-year 
maturity at 7.65% coupon rate following the execution of 
a put option.

 › A EUR 72 million credit facility agreement was signed with 
Crédit Agricole CIB under a guarantee of the export credit 
agency to finance purchase of equipment.

 › Agreed improved terms and conditions for the pre-expert 
finance facility “PXF-2017” worth USD 800 million 
(tranche A). 

 › Partially refinanced the loan portfolio following the 
signing of a new six-year RUB 18.8 billion credit line with 
Gazprombank.

 › Agreed improved conditions and maturity of the revolving 
credit line of USD 200 million (or EUR equivalent) with ING 
BANK.

The Company’s total debt decreased by 8.9% in 2018 to 
USD 4,051 million as at 31 December 2018. The Net Debt/
EBITDA ratio fell to 1.1x as opposed to 1.9x as at 31 December 
2017 following EBITDA increase and partial debt repayment.

 
The Company’s total debt decreased by 8.9% in 2018 to 
USD 4,051 million as at 31 December 2018. The Net Debt/
EBITDA ratio fell to 1.1x as opposed to 1.9x as at 31 December 
2017 following EBITDA increase and partial debt repayment.

By proactive liability management in 2018 Metalloinvest 
managed to reduce its average debt servicing cost and cut 
the majority of debt maturities due in 2019 to practically zero.

EBITDA
EBITDA increased by 38.4% to USD 2,934 million in 2018. 
The EBITDA margin was 40.8%, up 6.8% year-on-year.

The Mining Segment’s EBITDA grew by 30.1% to 
USD 2,267 million from USD 1,742 million in 2017. This 
substantial increase was mainly due to increased iron ore 
prices, as well as an increase in high value-added products 
in the Company’s product mix.

The Steel Segment’s EBITDA grew by 61.0% to USD 654 million 
from USD 406 million in 2017 and accounted for 22.3% of the 
consolidated EBITDA as opposed to 19.2% in the previous year.

The significant increase was driven by the increase in average 
prices for steel and pig iron in 2018 following the growth of 
global prices as well as the rise of steel product shipments.

The Company’s net income increased by 17.1% to USD 
1,647 million in 2018, mainly due to higher operating income.

As at 31 December 2018, the Company’s total assets amounted 
to USD 6,808.5 million compared to USD 6,503.2 million as 
at 31 December 2017. Cash and cash equivalents stood at 
USD 693.1 million as at 31 December 2018. In addition, as 
at the end of 2018, the Company had undrawn committed 
credit lines available in roubles, U.S. dollars and Euros totalling 
approximately 630 million in US dollar terms. 

EBITDA and EBITDA margin [USD million and %]

1,258
1,432

1,961 2,120

2,934

30.8% 32.6%
29.5%

34.0%

40.8%

EBITDA EBITDA margin

201620152014 2017 2018

Total debt [USD million]

2016

4,183

2015

4,387

2014

4,734

2017

4,446

2018

4,051

The debt portfolio continued to comprise predominantly of long-
term credits and loans (94.6% of total debt at the end of 2018 
as opposed to 90.7% at the end of 2017). The debt portfolio 
continued to comprise predominantly of long-term credits and 
loans (94.6% of total debt at the end of 2018 as opposed to 
90.7% at the end of 2017).

Financial position and debt management

Credit portfolio as of December 12, 2018 [USD million]

2022202120202019 2023 2024 >2024
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million
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1,000

800

600
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Investor relations
Metalloinvest always strives to increase transparency and 
strengthen relations with the investor community and seeks 
to follow international best practice on public disclosure. The 
Company publishes information on its financial and operating 
performance and its social and other activities to the same 
extent and in the same timeframes as a public company. 

All materials are published simultaneously in Russian and 
English in the Investors section of the corporate website at 
metalloinvest.com/investors/.

Metalloinvest takes part in international investment banking 
conferences and holds its own Non-Deal Road Shows and 
Investor Days, continuously expanding its base of current and 
potential investors. 

Since 2012 many investors and analysts have had the 
opportunity to visit the Company’s production facilities. Such 
visits enable them to make sense of the production chain and 
manufacturing processes. Visitors can assess the quality of the 
Company’s assets and see for themselves the products being 
made, the condition of the equipment and the progress of the 
Company’s investment projects. 

In 2018, Metalloinvest took part in seven Russian and 
international investment conferences and forums:

 › Bonds, loans and derivatives Russia and the CIS 2018 
(Russia)

 › Sberbank CIB, Metallurgy and Mining Industry 
Conference (Russia)

 › Sberbank CIB, Russia: The Inside Track One-on-One 
Conference (Russia)

 › BofAML, 2018 Emerging Markets Corporate Credit 
Conference (USA)

 › J.P. Morgan Credit and Equity Emerging Markets 
Conference (UK)

 › VTB Capital, “Russia Calling!” Investment Forum (Russia)
 › XVIth Russian Bond Congress (Russia)

Financial and O
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Credit ratings
Communication with rating agencies is an integral part of the 
Company’s work to increase its investment attractiveness. The 
Company has been assigned credit ratings by international 
agencies since July 2010.

In January 2018 the international ratings agency Moody’s 
changed its outlook on Metalloinvest’s rating from stable to 
positive, while affirming the rating at Ba2. According to the 
agency’s published report, the change of outlook to positive 
reflects the Company’s deleveraging in 2017 against the 
background of rising iron ore and steel prices, which, along 
with the increased share of high value-added products in the 
product mix, boosted the Company’s earnings and cash flow. 

Moody’s analysts noted that the Company was well positioned in 
the iron ore market thanks to low production costs, unique iron 
ore reserves, its high proportion of high value-added products 
(pellets and HBI), vertical integration and a diversified customer 
base.

In July 2018 the Russian ratings agency RAEX (Expert RA) also 
changed its outlook from stable to positive on the Company’s 
creditworthiness, which was affirmed at ruAA-.

Expert RA’s analysts took a positive view of the Company’s 2017 
financial and operating results and especially its production cost 
control and excellent liquidity. They also noted that increased 
profitability and the optimisation of the debt portfolio gave 
grounds to expect further reductions in the debt burden. 

In August 2018 the outlook was changed from stable to positive 
on Metalloinvest’s rating from the international agency Fitch. 
The long-term issuer default rating was affirmed at BB. 

According to the agency’s press release, the change of outlook 
to positive reflects the Company’s deleveraging against the 
background of rising iron ore and steel prices, which, along 
with the increased share of high value-added products in the 
product mix, improved the Company’s financial performance. 

Dividend payments to shareholders

Russia’s and Metalloinvest’s credit rating trends
RUB 3.0 billion
In September 2018 Metalloinvest 
paid dividends to shareholders for 
the first half of 2018 

In the first quarter of 2019 two international ratings 
agencies upgraded the Company’s long-term credit 
rating, Standard & Poor’s to BB+ and Moody’s to Ba1 
with stable outlook.

In May 2019 the Company’s credit rating was also 
upgraded to BB+ by the international ratings agency 
Fitch and to ruAA by the Russian ratings agency Expert 
RA with stable outlook.

These upgrades are the result of Metalloinvest’s 
systematic efforts over the course of several years 
to reduce debt and its strong operating and financial 
performance in 2018.

Analysts expect that, despite the price volatility 
affecting Metalloinvest’s main products, the Company 
will maintain a stable financial performance by virtue of 
its standing in the market for iron ore and high value-
added products, low production costs and improved 
credit metrics.

The Company’s Annual Report is a valuable source 
of information for investors. The expert community 
appreciates our commitment to disclosure. In 2018 
the Company’s Annual Report won two awards:

 › In the League of American Communications 
Professionals (LACP) Global Communications 
Competition 2018 Spotlight Awards the online 
version of the Metalloinvest Annual Report 2017 
was placed 26th in the Top 100 Winners. It also 
received the LAPC’s top Platinum Award.

 › In the international MarCom Awards the Company 
received a platinum statuette in the E-Annual 
Report category, a gold award in the Print Annual 
Award category and also gold in the Video 
Annual Report category. The MarCom Awards 
are one of the largest and most respected 
international competitions in the field of corporate 
communications. 

2012 2013 2014 2015 2016 2017 20192018

A

BBB+ / Baa1

BBB / Baa2

BBB– / Baa3

BB+ / Ba1

BB / Ba2

BB– / Ba3

B+ / B1

Russian Federation
Metalloinvest

Fitch Moody’s Standard & Poor’s * as of 01.06.2019
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RUB 6.0 billion
In December 2018 Metalloinvest 
paid dividends to shareholders for 
the third quarter of 2018 

RUB 5.5 billion
In April 2019 Metalloinvest paid divi-
dends to shareholders for the fourth 
quarter of 2018 
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Quality and Customer Focus

Quality policy
 
 
Quality assurance is a vital task for the Company 
in the face of tough competition and increasingly 
demanding customers.  
 
 
 

Each Metalloinvest company applies its own current 
quality assurance policy. They share the following invariant 
principles:

 › Meet customers’ demands and expectations by 
improving the product quality and widening the product 
range;

 › Strengthen market positions in the high value-added 
segment;

 › Increase operational and management efficiency; 
develop and continually improve the quality 
management system.

 › Improve knowledge, skills and awareness in the field of 
quality;

 › Create and continually improve conditions conducive to 
productive work and increased staff commitment;

 › Build legitimate, resilient and long-term partnerships 
with all stakeholders based on compliance with 
legislation, normative acts, industry standards, contracts 
and other obligations.

Certification of the enterprises’ quality management systems 
demonstrates that they reliably produce products that fulfil 
customer requirements. 

Business System 
A Business System designed to facilitate the continuous 
improvement of production and corporate and industrial 
culture operates at the Company. It is based on the 
following principles:

 › The safety at work of every employee
 › The involvement of all staff in the daily process of 

continuous improvement
 › Focus on customers’ requirements and wishes
 › Effective use of human resources and establishment 

of staff relations based on partnership and trust
 › Greatest possible standardisation of operations, 

processes and procedures
 › Unwavering compliance with and improvement of 

standards is the personal responsibility of every 
employee of the Company.

In addition, the Business System development programme 
includes enhanced Production System tools, giving each 
employee an opportunity to talk about problems, suggest 
improvements, be heard and display their leadership 
qualities and potential. The Factory of Ideas, for example, 
promotes cost saving by collecting suggestions in large 
numbers from workers and managers.

Quality and customer focus 
improvement measures 

In 2018 systematic efforts continued to improve 
product quality and customer focus in the Holding 
Company’s commercial processes. Annual surveys 
are conducted to monitor customer satisfaction 
with service and product quality in accordance with 
the ISO: 9001;16949 quality management standard. 

Customers are surveyed by interview to gain insight into market 
and industry trends in service and product quality. Interviews 
are conducted during site visits and cover different production 
and commercial services, giving a deeper understanding of 
customers’ actual requirements and new trends in the industry. 

Financial and O
perating ResultsToday, Metalloinvest enterprises hold a number of 

certificates of compliance with international standards 
in the fields of quality, systems management and safety:

LGOK ISO 9001, ISO 14001, OHSAS 18001, ISO 45001, 
ISO 50001

MGOK ISO 9001, ISO 14001, OHSAS 18001, ISO 45001, 
ISO 50001

OEMK ISO 9001, ISO 14001, OHSAS 18001, ISO 50001, 
IATF 16949, EN 10025

Ural Steel ISO 9001, ISO 14001, ISO 45001, ISO 50001, 
РМРС, STO Gazprom 9001, OHSAS 18001, 
EN 10025, EN 10028

In January 2018 Ural Steel underwent the test cycle 
and obtained a certificate of conformity with Russian 
Maritime Register of Shipping (RMRS) standards for 
its high-strength heavy plate steel. As a result, Ural 
Steel’s high-strength sheet steel was certified for use 
in seagoing vessels and floating and fixed drilling rigs.
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Coordination Committees
Coordination Committees are a vital part of the Company’s 
customer relations and are held in cooperation with 
representatives of the Company’s corporate customers. 

In 2018 Coordination Committee meetings were held with 
companies including Vyksa Steel Works, ChelPipe, KAMAZ, 
Volga Pipe Plant, AVTOVAZ and Pervouralsk New Pipe Plant.

Coordination Committees discuss current matters of 
cooperation and review the results of past periods and future 
plans. They also review the quality of products supplied to 
Metalloinvest customers, research results and customer 
complaints (if any) and discuss customer feedback.

Participation at industry conferences 
and exhibitions

March Steel Supplies and Sales Moscow

May Steel Pipe: Production and Re-
gional Sales 2018

Moscow

June CIS Flat Product and Pipe Markets Baku

October CIS SBQ and Steel Goods Markets Batumi

November METAL-EXPO 2018 Moscow

Site visits and technical meetings
The Company hosts regular site-visits for customers and 
sends representatives to visit customers’ production facilities 
to discuss quality, logistics and other commercial issues. 

In particular, Ural Steel and OEMK hosted site visits in 2018 
by delegations from KAMAZ, AVTOVAZ, Vyksa Steel Works, 
ChelPipe, Pervouralsk New Pipe Plant and EPK.

In return, Metalloinvest specialists visited the following production facilities:

Ural Spring Plant Beloretsk viewing of new production lines and negotiations to increase procurement of 
OEMK’s rolled steel products

Sfera-Metiz Voronezh viewing of manufacturing of railway fasteners, discussions on the possibility of 
making a direct contract

Rechitskij Metiznyj Zavod Rechitsa viewing of manufacturing of metal goods, discussions on starting supply of OEMK 
rolled metal products

Severstal-Metiz Cherepovets viewing of new production lines and negotiations to increase procurement 
of OEMK’s rolled steel products

Tekhnotron-Metiz Naberezhnye 
Chelny

viewing of new production lines and negotiations to restart procurement of OEMK’s 
rolled steel products

Krasny Yakor Nizhniy Novgorod viewing of new production lines and negotiations to increase procurement of 
OEMK’s rolled steel products

Representatives of the Company also went on visits to 
familiarise themselves with production facilities of KAMAZ, 
AVTOVAZ, Vyksa Steel Works, ChelPipe, Pervouralsk New Pipe 
Plant, Volga Pipe Plant, Kurganstalmost, Voronezhstalmost, the 
V.A. Sklyarenko Borisov Steel Bridge Constructions Plant, the 
N.E. Kryukov Novokuznetsk Reservoir Steel Constructions Plant 
and others.

Metalloinvest took part in a number of technical meetings:
 › a technical meeting with Institute Giprostroymost and 

the Railway Research Institute about a new corrosion-
resistant steel grade for use in the littoral zone;

 › a meeting between Masterskaya Mostov and the Ural 
Steel technical specialist to discuss amendments to 
the current GOST standard on bridge building and the 
creation of new corrosion-resistant grades of steel for use 
in the littoral zone;

 › a meeting on the possibility of using 14KhGNDts grade 
steel in the construction of bridges, Voronezh;

 › a meeting in expanded format on the use of S390 and 
S440 high-strength rolled steel in NIPIGAZ projects.

Metalloinvest is a member of the International 
Iron Metallics Association (IIMA) and has a seat 
on the Association’s Board of Directors. More details 
on the Company’s participation in industry associations 
and government organisations can be found in 
the Sustainable Development Report 2018.

The Company’s electronic catalogue products.
metalloinvest.com was awarded the gold medal at the 
All-Russian contest for websites and applications 
Runet ratings 2018 in the category ‘Business services’. 

Electronic product catalogue 
In early 2018 Metalloinvest launched an electronic catalogue, 
products.metalloinvest.com, in Russian and English. The online 
platform provides information for customers on the Company’s 
product range and enables direct online ordering of goods from 
the sales team.

The level of detail provided allows potential customers to see 
all the advantages of the products on offer: the catalogue 
lists product dimensions, chemical compositions, mechanical 
properties and minimum required volume to order.

In addition, customers can also see examples of product 
packaging and marking, videos of the manufacturing of various 
product groups and information on the applications of the 
products in different industries.
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Occupational, industrial and environmental safety management
The occupational health and safety (OHS), industrial safety and 
environmental management system applies to all employees in 
all parts of the Company. There are two levels:

 › Management Company level led by the First Deputy CEO/
COO who is also Director of Industrial Safety, OHS and 
Environment.

 › Plant level led by chief engineers and department heads. 

Strategic decisions and interdepartmental coordination on 
industrial safety, OHS and the environment are the responsibility 
of the Industrial Safety, Occupational Health and Safety and 
Environment Committee. The Company also has OHS officers 
and specialist committees which act to regulate industrial safety, 
OHS and environment matters and develop a safe working 
culture.

The Company adheres to Russian legislative requirements and 
the recommendations of the international management and 
occupational health and safety system OHSAS 18001:2007, as 
well as internal corporate documents, which include:

 › The Company’s Development Strategy;
 › The industrial safety, OHS and environment policy;
 › Major requirements in OHS and industrial safety;
 › Code of conduct for managers on industrial safety, OHS 

and the environment.

Approach to sustainable 
development 

Metalloinvest believes sustainable development means achieving long-term economic success 
in combination with protecting the environment, ensuring the safety and health of employees and their 
families and fulfilling its responsibilities to society.

All management decisions on priority matters of the Company’s development are based on the principles 
of the responsible conduct of business as set out in the Corporate Social Responsibility and Charity Policy 
(For more details, see the Company website: metalloinvest.com/association/policies-and-approaches). 

Metalloinvest adheres to the Sustainable Development Goals, set out by the UN in 2015, and endeavours to 
contribute to achieving them. 

Transparency  

The Company discloses full and accurate information on its 
activities using various methods and channels of stakeholder 
communication and feedback. A main source of information 
on the Company’s sustainable development activities are 
the sustainable development reports produced according to 
international GRI standards. Stakeholder dialogues are held 
annually.

In October 2018, Metalloinvest received a debut 
corporate social responsibility (CSR) rating from the 
international agency EcoVadis. It received Silver level 
recognition of its CSR practices according to the 
EcoVadis CSR assessment. 

The agency’s analysts particularly praised 
Metalloinvest’s activities in the fields of environmental 
protection, human rights and the employment practices 
and ethical standards in place at the Company’s plants. 
Metalloinvest follows global sustainable development 
trends. The Company is in the top 11% of global metal 
and steel producers.

During the reporting period, an audit was carried 
out on the current industrial safety system 
together with an assessment of the possibility of 
introducing an Integrated System for Occupational 
Safety. The audit revealed areas where the 
current system can be improved, while detailed 
assessment of the possibility of introducing 
the Integrated System for Occupational Safety 
identified potential advantages and difficulties 
of its implementation. Following the assessment, 
the Company initiated a project to automate 
the management of occupational safety and 
environmental protection issues using the 1C 
system. The Integrated System for Occupational 
Safety will be SAP-compatible in terms of 
integration and data migration and will also have 
a user-friendly interface allowing it to be accessed 
easily and quickly locally by users at all levels.

First Deputy CEO / COO

Chief Engineer 
of Lebedinsky GOK 

Head of Environmental Control and 
Environmental Protection Division – 

Chief Environment Scientist

Chief Engineer 
of OEMK 

Deputy Chief Engineer for 
Environmental Protection – Head 

of Environmental Protection Division

Industrial Safety, OHS and Environment Division

Chief Engineer 
of Mikhailovsky 

GOK 

Head of Environmental Control and 
Environmental Protection Division – 

Chief Environment Scientist

Chief Engineer 
of Ural Steel 

Head of Environmental Protection 
Division

MANAGEMENT COMPANY

COMPANY ENTERPRISES
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Occupational Health and Safety, 
Industrial Safety and Fire Safety 

OHS, industrial safety and fire safety continued 
to be the Company’s top priorities in 2018. 

During the reporting period, RUB 1,699 million 
was invested in this area, a 10% increase in 
comparison to the previous year. 

Occupational health 
and safety (OHS)
In order to mitigate the risk of workplace injuries, 
Metalloinvest regularly implements comprehensive 
measures to ensure safe working conditions and improve 
the reliability of equipment.

All employees take part in compulsory OHS, industrial 
safety and fire safety briefings and are provided 
with personal protective equipment. The Company 
conducts special assessments of working conditions 
to assess industrial hazards and workplace safety. The 
results of these assessments serve as a foundation for 
comprehensive plans to improve working conditions.

Injury prevention
Three fatal accidents were recorded at the Company’s 
enterprises in 2018. The Lost Time Injury Frequency Rate 
(LTIFR) was 0.60. In accordance with Company rules, each 
accident was investigated by a specialist committee.

Metalloinvest aims to introduce global best practice in the 
field of OHS. During the reporting period, the Company 
adopted a new transparency policy under which any injury 
(including minor or domestic injuries) must be disclosed 
and investigated. The investigation process is set out in 
the new minor injuries investigation regulation which was 
introduced at all Metalloinvest companies in 2018. The 
new approach minimises all potential risks and maximises 
employee safety.

Fatal accident (FA) and LTIFR trends 2014–18

2017201620152014 2018

Employee training and training system support

Improving the quality of personal protective equipment

Improving working conditions and healthcare offering

Improving quality and efficiency of production processes

Improving fire safety

1,547

1,499

1,267

1,106
998

2017201620152014 2018

Fatal accident 

4

3

0.45

0.28

0.42

0

3

0.47

3

0.60

LTIFR

OHS activities

 › Improved medical care for employees ensuring 
access to medical services at Company polyclinics 
and medical centres. 

 › Automated check-up systems at health points. 
An automated system gives a comprehensive analysis 
of the individual’s health (pulse contour analysis, 
circulatory dynamics, cardiac rhythm), records the 
results and transmits them rapidly to a control display 
operated by a single medical operative.

 › Experience sharing with other enterprises, identifying 
the most effective ways of managing OHS and 
industrial safety. 

 › Corporate coaching. Fourteen Company employees 
took training courses at the Leadership School in 
2018. The trained employees carried out in-house 
industrial safety training in the form of open dialogues 
and round tables, emphasising not blind compliance 
with legislative and corporate OHS rules but rather 
the causes of non-compliance, applying an individual 
approach to each participant. Two round tables took 
place at each Metalloinvest plant in 2018.

 › Behavioural audits involving outside organisations 
with the aim of discovering the root causes of safety 
failures. The results of the audit were then processed 
and a series of measures to mitigate the behavioural 
causes of injury were adopted.  

For more details on OHS activities, see the Sustainable 
Development Report 2018

A corporate occupational health and safety week 
was held in April 2018. The central theme was 
protecting the lives and health of young workers. 
A number of activities took place under the title 
‘Youth and safety’ at the Company’s enterprises. 
They aimed to improve young workers’ knowledge 
and skills in the area of health and safety.

The key event of the week was a round table 
with Company managers and plant workers. 
Approximately one thousand workers at 
Lebedinsky GOK, Mikhailovsky GOK, OEMK, Ural 
Steel, Ural Scrap Company and Rudstroy were 
joined in a live TV link. 

The week also saw the results of the second 
annual ‘Work without danger’ art competition. 
Nearly 300 employees and their children took 
part, showing drawings and videos illustrating 
the importance of the personal responsibility of 
each worker to protect the health and lives of 
employees in the workplace.

OHS, industrial safety and fire safety expenditure 
[RUB million]
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Industrial and fire safety
The Company carries out regular equipment inspections and 
maintenance to maintain a high level of industrial safety and 
improve equipment reliability. 

Another integral part of workplace safety is keeping up and 
raising levels of knowledge and skills about OHS and industrial 
safety. 

The Company’s enterprises hold annual training sessions for 
workers, specialists, and managers to make sure that they 
follow occupational, industrial, and fire safety requirements and 
emergency preparedness guidelines. The training is carried out 
using both Metalloinvest’s training facilities and drawing on the 
services of specialist third-party organisations.

In 2018 the Company’s enterprises carried out a number of activities to mitigate the risk of emergencies.

 Industrial safety Fire safety

Lebedinsky GOK  › A back-up power supply has been installed 
to reduce the risk of flooding in drainage 
tunnels. 

 › Industrial steel structures were serviced: 
structures with an aggregate mass of 
358 tonnes were repaired or replaced, 
10,000 m� of anti-corrosion coatings was 
applied.

 ›  Instruments and measuring devices with 
an alerting system for exceeding maximum 
permitted concentration were installed at 
roasting shops #1 and #2 at the concentrate 
pelletisation plant.

 › 82 practice alarms and 1824 exercises were 
conducted under emergency containment 
and response action plans.

 › 1,486 metres of high-voltage cable and 
91 cable terminations were replaced in the 
networks and substations workshop. 

 › Fire safety declarations for the facilities were 
produced on the basis of a fire safety audit.

 › Scheduled works were carried out as follows: 
maintenance on 684 fire alarm systems and 
43 automatic fire suppression systems and 
51 practical exercises to evacuate staff from 
buildings in the event of fire.

 › Inspections were carried out on 
273 temporary hot works stations.

Mikhailovsky GOK  › Civil defence materials and personal 
protective equipment worth a total of 
RUB 28.3 million and supplies and equipment 
for emergency response was stockpiled. 

 › Induction briefings on civil defence and 
emergency preparedness were given to new 
employees (602 people). Six staff exercises 
and practices were conducted on civil 
defence and emergency preparedness and 
five on fire safety.

 › Induction briefings on fire safety were given 
to new employees (762 people).

 › 46 exercises were held on evacuation in 
the event of fire.

 › A total of RUB 54.1 million was spent on 
fire safety as part of the Company’s capital 
expenditure.

OEMK  › Industrial safety assessments and technical 
diagnoses (inspections) were carried out 
on 564 technical devices, buildings and 
installations. 

 › Automatic fire suppression systems were 
brought into service in certain buildings.

 › Automatic fire alarm and evacuation 
management systems were installed in 
certain buildings.

Ural Steel  › Nine small goods lifts were replaced. 
 › 106 actions arising from previous industrial 

assessments were carried out at a total cost 
of RUB 103 million.

 › Fire safety valves, automatic fire alarm 
systems and automatic fire suppression 
systems were installed at six sites.

Environmental protection 
and energy efficiency

In conducting and improving its environmental 
protection activities, the Company seeks to 
ensure that its operations comply with the norms 
of Russian environmental legislation. It also 
gives considerable attention to learning about 
and introducing best practice in environmental 
management and innovative technology.  
 

The Company’s industrial safety, OHS and environment policy 
reflects its development plans as they affect the environmental 
impacts of its business. Its aims are:

 ›  to find optimum technological solutions to minimise the 
impact of the Company’s operations on the environment by 
developing and improving production processes taking into 
account environmental protection concerns;

 ›  ensure compliance with the Russian Federation’s legislation 
and other norms and standards in the field of environmental 
protection;

 ›  rational use of production and natural resources;
 ›  identify and mitigate environmental risks;
 › more effective monitoring of the compliance with 

environmental protection rules by all parties including 
subcontractors working at the Company’s sites;

 › improve the industrial culture and professionalism of 
employees in regards to environmental protection.

In 2018, the Company took a number of actions to protect the 
environment and increase energy efficiency:

 › Retooling, re-equipping and modernisation at Lebedinsky 
GOK, Mikhailovsky GOK, OEMK and Ural Steel;

 › Start of construction of an industrial waste landfill facility at 
Lebedinsky GOK;

 › Rehabilitation and regreening at Lebedinsky GOK;
 › Certification of Mikhailovsky GOK, Lebedinsky GOK and Ural 

Steel to ISO 50001 energy management standards.

For more details on the Company’s environmental protection 
activities, see the Sustainable Development Report 2018

In the reporting period, RUB 7,235 million was invested in 
environmental protection initiatives, which is a 10.7% increase 
compared to the previous year. 

Total environmental protection expenditures [RUB million]

Capital investment in environmental protection 

Current expenditure on environmental protection

2014 2015 2016 2017 2018

5,968

1,267

5,839

728

5,255

724

5,135

2,218

5,726

2,351

Occupational health and safety, industrial safety and fire safety (continued)
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Sustainable waste treatment
Over 99% of the waste generated by the Company’s plants 
has almost no impact on the environment and is considered a 
category 5 waste hazard (practically non-hazardous). Industrial 
waste that cannot be recycled is sent for disposal or burial or 
transferred to other organisations. 

The total volume of waste generated in the reporting period 
increased by 1% as a result of increased production.

Waste generation, input and treatment [million tonnes]

Electricity consumption trend [GWh]

Waste treatment methods in 2018 [%]

Total waste Treatment

2014 2015 2016 2017 2018

108.8

129.3128.2128.2129.3129.3131.9131.9 132.6132.6

Transfer to outside 
organisations

Own facility (landfill)

Own facility (storage)

Recycled

43.0%

39.6%

15.8%
1.6%

20172016 2018

Ural Steel

OEMK

MGOK

LGOK

510

3,585

2,535

3,189

619

3,565

2,579

3,423

812

3,585

2,591

3,539

9,819 10,186
10,527

Energy consumption  
and energy efficiency
Energy consumption and energy efficiency are 
becoming increasingly important areas of focus as 
Metalloinvest develops its business and production 
increases. The Company meets international energy 
efficiency standards: as of 2018 all the Company’s 
enterprises hold ISO 50001 energy management 
certificates. 

The Company implements an energy efficiency 
improvement strategy, which is updated every year in 
accordance with the current operations of the business. 
The current version of the strategy runs to 2023 and 
ensures the Company’s investment projects incorporate 
technological energy efficiency. 

Taking into account the measures taken to improve 
energy efficiency, fuel consumption increased by 9.1% 
in 2018, as HBI-3 Plant at Lebedinsky GOK and the 
pelletisation plant at Mikhailovsky GOK reached full 
production capacity.

For more details on energy consumption and energy efficiency, 
see the Sustainable Development Report 2018

Total water recycled and reused [million m�]

Total water withdrawn [million m�]

2016

2,620

2015

2,489

2014

2,499

2017

2,718

2018

2,690

2016

146.1

2015

136.4

2014

140.3

2017

144.9

2018

150.8

Water consumption and 
protection of water resources
Every year, Metalloinvest’s enterprises strive to reduce 
water consumption by various means, including 
modernisation of production equipment.

In 2018, the consumption of water increased by 4% 
owing to increased production. The total water obtained 
from natural sources was only 5.6% of the water 
recycled.

In order to reduce water consumption, water cooling 
systems #5 and #6 were refurbished at OEMK 
and landscaping work was carried out in the water 
conservation zone of the river Chern at Mikhailovsky 
GOK.

Environmental protection and energy efficiency (continued)

Total atmospheric emissions of pollutants [thousand tonnes]Protecting the atmosphere
Metalloinvest puts a strong emphasis on reducing 
emissions of pollutants into the atmosphere.

In 2018, pollutant emissions into the atmosphere increased 
by 3.14%, in line with increased production. However, 
thanks to a series of successful environmental protection 
initiatives, the Company achieved a reduction in dust 
emissions. 

For more details on protecting the atmosphere and the climate 
programme, see the Sustainable Development Report 2018

2016

117

2015

124

2014

126

2017

113

2018

117
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Personnel 
Management
The modern steelmaking business involves 
complex manufacturing processes and, as 
a result, demands high levels of skills and 
knowledge from workers. The Company, for its 
part, needs an effective personnel management 
system which creates competitive and safe 
working conditions by introducing new workplace 
technologies and establishing effective 
recruitment, training and development processes. 

Metalloinvest operates a personnel management system 
on two levels: level one is the strategic level with three 
departments (organisational development, personnel and 
social policy); level two comprises line managers at the 
enterprises. This system ensures regular contact with 
employees and rapid responses to their concerns and also 
promotes their involvement in the management of all parts of 
the process.

An auxiliary personnel management function is performed 
by the Multifunctional Shared Services Centre (MFSSC). 
The MFSSC deals with such operations as staff records and 
payroll.

Personnel structure
In 2018, the total headcount at the Company’s four 
main production facilities was reduced by almost 9% as 
a result of increasing economic and production efficiency. 
The reduction was made entirely by natural wastage, a cut in 
recruitment (down 51% from the previous report period) and 
an early retirement scheme for employees over 50.

There were no major changes in the age, gender or job 
structure in the report period. Women make up 27% of 
the workforce. The majority of the workforce (62%) are aged 
between 30 and 50. In the reporting period, workers were 
77.4%, specialists 22.5% and senior management 0.1% of 
the total workforce.

Total headcount, average number of employees 
and employee turnover [people and %]

Total headcount

Average number of employees

Employee turnover

2018

45,54944,303

2017

46,51448,520

2015

42,48643,723

2016

43,707
48,111

4.9 4.9
5.5

7.5

Recruitment 
As part of an overall reduction of the workforce, recruitment 
was cut substantially (by 51%) in the reporting period. 
However, Metalloinvest continues to attract new staff, with 
the majority (53%) of new employees in 2018 being young 
specialists.

Work with young specialists
In 2018 the Company continued to cooperate actively 
with schools and universities. Metalloinvest arranges work 
placements for students enabling them to learn more 
about production processes. Each year, there are individual 
development programmes and mentors for those students 
who decide to return to Metalloinvest’s enterprises 
as young specialists when they have completed their 
education. The Company makes decisions on the career 
development of young specialists depending on their 
potential, interests and performance over the year. 

In the report period the Company also continued a 
programme of grants to students of NUST MISiS and 
the Gubkin Mining Polytechnical College. The grants 
vary in amount between RUB 10,000 and RUB 20,000. 
Metalloinvest has many dealings with NUST MISiS on work 
placements and cooperation on other activities such as 
scientific and technical conferences, youth forums and 
joint laboratory research. 

The Metalloinvest JSA Innovation Centre hosted 
the first NUST MISiS Stary Oskol Polytechnical College 
information technology department hackathon under 
the title ‘Front-end development’.

Eight teams took part, creating prototype software 
solutions for education using augmented and virtual 
reality technology. Participants competed to develop 
web applications to manage the education process, 
an education navigation platform and a teaching web 
platform on system and application software installation.

Number of new employees 2015–2018 [people]

Ural Steel

OEMK

MGOK

LGOK

2016

358

578

4,038

3,352

8,326

2015

856

944

975

1,198

3,973

2017

1,448

1,037

1,001

1,668

5,154

2018

708

541

368

916

2,533
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Training and development
The Company is aware of the importance of continued learning 
and development. In the reporting period, Metalloinvest invested 
1,583 hours (198 days) in employee training, which is 4% 
more than in 2017. The average number of staff training hours 
increased by 14%.

As of 2018 the Company’s corporate training is structured in 
three five-module programmes:

 › Comprehensive development programme for senior 
management.

 › Production leaders institute for heads of departments and 
enterprises

 › Workers school for workers.

These programmes are designed to train management and 
leadership skills and promote business thinking at all levels 
of management.

For more details on training, see the Sustainable 
Development Report 2018

Talent pool
In the reporting period, the Company’s enterprises continued 
to operate a talent pool programme. Its distinguishing feature in 
2018 was the formation of a shared talent pool (top 500 and top 
100) for all the Company’s enterprises. 

The Company’s management plans to conduct quarterly 
meetings with the talent pool in the ‘Generation of the future’ 
project. The plan is to invite them to the Company’s Strategic 
Sessions in 2019, which will aid the transfer of knowledge and 
skills to members of the talent pool and integrate them into the 
corporate culture and consultation process on the running of 
the business.

Annual average training hours per employee by category 
2015–2018 [hours]

Average pay at the Company’s plants 
and in their respective regions [RUB]

Expenditure on social programmes, by category [%]

Manual Clerical Management

2018

16

43

33

2017

12

45

30

2016

35

54

27

2015

17

44

74

Regional average pay Company average pay

Orenburg
Region

Kursk
Region

Belgorod
Region

47,494

31,579

43,899

29,924

43,917

30,511

Number of employees trained as part of talent pool 
programmes [people]

2016

805

2015

1,180

2017

989

2018

434

The Company’s employee remuneration system comprises 
a set of financial and non-financial incentives.

Wages and salaries at Metalloinvest provide employees 
with a good standard of living by regional standards. 
The pay scales for each role are higher than the market 
median and linked to inflation. In-scale pay progression 
depends on each employee’s contribution and successes.

The average monthly pay in the reporting period was 
RUB 45,700, which is an increase of 6% year-on-year. 
Metalloinvest employees earn 48% more than average 
pay in their respective regions.

Non-financial incentives
A system of non-financial incentives encourages employee 
behaviour which is supportive of corporate values and helps 
Metalloinvest to achieve its objectives. The non-financial 
incentives include corporate events, contests, corporate awards 
and tools to measure and encourage employee engagement.

Social support of employees
Metalloinvest operates a system of non-financial support 
providing employees with various social benefits, guarantees 
and payments. It is part of a long-term strategy to motivate 
and incentivise employees and increase staff loyalty.

The key provisions of social programmes for employees and 
their families are detailed in collective agreements covering 
all employees. The Social Council, including representatives 
of both the employer (Company management) and employees 
(trade unions), meets annually to verify the performance of 
obligations under the collective contract.

The Company’s social spending totalled RUB 3,195 million 
in 2018.

For more details on non-financial incentives, see the Sustainable 
Development Report 2018

Average pay of the Company’s employees by region [RUB]

2018201720162015

Ural Steel
(Orenburg Region)

MGOK (Kursk Region)

OEMK and LGOK
(Belgorod Region)

35,822

39,880

41,607

34,685

38,627

40,532

39,494

42,737

45,217

43,917

43,899

47,494

Remuneration

Expenditure on facilities 
in the social sphere

Support to pensioners

Medical care

Material assistance

Travel and food benefits

Sport and cultural events

Incentive payments 
(not-production related)

Sanatoriums and holidays for 
employees’ children

Other social programmes

16%

2%
2%

2%

16%

15%

16%
4%

27%

Personnel management (continued)
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Development of Local Areas

In the reporting period, Metalloinvest continued 
to invest in the socio-economic development 
of the towns and regions where it operates. 
It seeks to improve living standards for all, 
including for the Company’s employees 
and their families, and to create a positive 
social and cultural environment. 

The Company’s social investments are agreed under trilateral 
socio-economic partnership agreements with the regional 
and local authorities where the Company operates. Social 
partnership programmes, which are drawn up annually under 
the trilateral agreements, set out key objectives, joint projects 
and agreed levels of involvement of the parties. These 
partnerships enable all stakeholders to pool their resources 
and capacities to achieve sustainable results for the benefit 
of society.

Metalloinvest spent RUB 5,269 million on social investments 
and charity in 2018.

Total investments in external social programmes 
[RUB million]

Distribution of investments in internal social 
programmes 2018

2016

3,197

2015

2,710

2017

4,587

2018

5,269

14%

5%
1%

73%

<1%7%

Social and cultural 
development
Support to education
Improving healthcare
Support to 
mass-participation and 
children’s sport
Support to the vulnerable
Developing 
entrepreneurship

The Metalloinvest corporate volunteering programme 
‘Respond!’ was recognised at the 2018 All-Russian 
‘Champions of good deeds’ competition in the category 
‘Local communities’.

Two Metalloinvest programmes were recognised at 
the 11th annual international competition ‘Leaders of 
corporate charity’. ‘School of Entrepreneurship’ was 
second in the ‘Programme to promote the development 
of social entrepreneurship in Russia’ category, while 
the ‘Let’s do it together!’ grant competition was third 
in the ‘Grant Competition’ category. 

In 2018 the Company continued to run corporate social programmes aimed at developing the region as a whole 
or certain areas of public life: 

The ‘Let’s do it together!’ grant 
competition for socially-oriented 
projects

Address current social problems by 
identifying and supporting the best socially-
oriented projects and putting the most 
socially-valuable initiatives into practice.

In 2018, 59 projects received support in the 
form of grants. A monitoring system has been 
devised to evaluate them.

‘School of entrepreneurship’ Develop entrepreneurship among the 
residents of the town of Novotroitsk, home 
to Ural Steel.

In 2018, 28 business projects were launched 
under the programme.

‘Healthy child’ Create an effective, comprehensive health 
promotion programme for preschool 
children in the regions where the Company 
operates, using new information and social 
techniques for work with children and their 
families.

In 2018, 80 projects received support. 
The social impact of the programme was 
evaluated with the participation of external 
consultants. There are plans to devise a 
strategy to develop the programme over the 
next three years.

‘Women's health’ Establish a comprehensive system for the 
early detection of breast cancer.

The programme was launched in 2018 in the 
Belgorod region.

‘Our future’ Create a learning environment for children 
in schools and promote career guidance to 
increase the number of students entering 
vocational and higher education institutions 
and obtaining degrees in subjects of 
interest to the Company.

In 2018, 38 schools received support in the 
form of grants to purchase equipment and 
teaching aids.

‘Our champions’ Improve conditions for sport and mass-
participation physical activities in the towns 
where the Company operates.

In 2018 support was given to 52 individual 
sports people, 26 coaches and 13 sport 
schools for children and young people.

‘Our city initiatives’ Create a positive socio-cultural urban 
environment.

In 2018 the programme provided assistance 
to more than 300 adolescents and 1400 
adults.

The Zhelezno! education and 
career guidance centre

Zhelezno! is a space for research and 
methodology seminars, conferences, 
lectures and practical classes.

In 2018 over 8,800 people visited the centre.

The corporate volunteering 
programme ‘Respond!’

Support employee initiatives on important 
social problems in the towns where the 
Company operates.

The programme was launched in 2018 at 
Stary Oskol and Gubkin. More than 140 
volunteers took part.

For more details on local development, see the Sustainable 
Development Report 2018
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Corporate governance 
structure and activities 

Corporate governance structure
Metalloinvest is committed to the continuous 
improvement of its corporate governance and 
implementation of international best practices. 
The Company recognises their importance in 
ensuring its sustainable development.

The Company views corporate governance as 
a system of interaction between the Company’s 
governing bodies and stakeholders that reflects 
the balance of interests between the parties and 
focuses on improving the Company’s performance.

Governance structure

Board of Directors

Internal Audit Department

Management BoardCEO

THE GENERAL MEETING

Committees of the Board of Directors

Audit Committee

Finance, Budget and Strategy Committee

Remuneration Committee

Board of Directors
The Board of Directors is responsible for the strategic 
management of the Company. Its key objectives are to 
ensure effective corporate governance, set and implement 
the Company’s strategic goals, determine principles and 
approaches in the field of risk management, conduct risk 
assessments, and creating favourable conditions for long-term 
sustainable development. 

The neutrality and independence of the Board of Directors are 
the key principles that the Company relies for the effectiveness 
of its corporate governance framework. Independent and 
non-executive directors sit on the board to offer guidance 
to the Company’s senior management and to prevent any 
potential conflicts of interest. 

As at 31 December 2018, three of the eight members of the 
Board of Directors were independents.

Liability insurance
Since 2015, Metalloinvest has been insuring the liability of 
its Board Directors, as well as members of the Management 
Board and Company officers (“insured persons”) on an annual 
basis. Directors and officers liability insurance (D&O insurance) 
protects the insured persons from third-party claims that might 
arise as a result of unintentional wrongdoing.

The insurance also extends to reimbursing Metalloinvest 
for expenses incurred by covering the costs and damages 
of injured parties, and will cover the defence costs of those 
insured.

Metalloinvest’s D&O insurance is provided by Russia’s largest 
insurance company, SOGAZ INSURANCE. The selection was 
made on a competitive basis.

The risk is reinsured by leading international firms like Allianz, 
AIG, ACE, Zurich, QBE and Liberty. All reinsurers have large 
portfolios and experience dealing with D&O claims both in 
Russia and around the world. 

The Company’s policy terms were developed jointly with the 
leading reinsurer Allianz. The terms provide optimal coverage 
and take the Company’s specific insurance requirements into 
account. The overall limit of liability is USD 150 million.

Report of the Board of Directors
In 2018 the Board of Directors met seven times in person and 
a further 55 times in absentia and made a number of major 
decisions concerning the Company’s business:

 › approved the Company’s annual budget and capex 
programme;

 › approved the terms of large-scale investment projects;
 › agreed on transactions to raise finance;
 › reviewed proposals to improve employee safety, as well 

as proposals to improve the OHS, industrial safety, and 
environmental protection standards;

 › issued recommendations to pay interim and annual 
dividends;

 › considered updates to the Company strategy;
 › adopted the risk management strategy;
 › adopted the comprehensive development programme for 

Mikhailovsky GOK, raising the quality of iron ore products 
and processing;

 › considered proposals for a comprehensive development 
programme for premium products at Lebedinsky GOK;

 › considered implementing a comprehensive programme to 
improve customer focus and SBQ quality at OEMK;

 › considered reorganising production at Ural Steel;
 › approved the Company’s social programmes.

1  D&O - directors and officers
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Membership of Board of Directors
An election for the Board of Directors of the Company was held in May 2018.

Corporate governance structure and activities (continued)
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Biographies of Board of Directors members�

1 More details on the members of the Board of Directors can be found on the Company website www.metalloinvest.com/about/governance/board-of-directors/

Ivan Streshinsky
Chairman of the Board 
of Directors
Member of the Remuneration 
Committee

Member of the Board of Directors between 2007 and 
2009 and from February 2013 to date

Graduated with honours from the Department 
of Aeromechanics and Flight Engineering of the 
Moscow Institute of Physics and Technology

CEO of USM Management LLC 

Irina Lupicheva
Non-executive director
Member of the Audit 
Committee

Member of the Board of Directors since February 
2013

Graduated from the Moscow State Institute of 
International Relations of the Ministry of Foreign 
Affairs of the USSR with a degree in International 
Economic Relations; holds a postgraduate degree 
from Moscow Finance Academy.

Managing Director and Head of Risk and Control at 
USM Management LLC 

Galina Aglyamova
Independent non-executive 
director
Chair of the Audit Committee; 
member of the Finance, 
Budget and Strategy 
Committee

Member of the Board of Directors since October 
2013

Graduated from the Moscow Institute of Steel and 
Alloys; holds a PhD in Economics

Vice President of NLMK until the end of 2012

Pavel Mitrofanov
Non-executive director
Chair of the Finance, Budget 
and Strategy Committee; 
member of the Audit 
Committee

Member of the Board of Directors since June 2016

Graduated from Lomonosov Moscow State 
University with a degree in Economics; obtained 
a master’s degree in Accounting, Analysis and Audit, 
and an MBA from Imperial College Business School; 
completed Harvard Business School’s (HBS) General 
Management Programme.

First Deputy CEO of USM Management LLC. Head of 
Project Management at USM Management LLC

Andrey Varichev
Executive Director
CEO of Management 
Company Metalloinvest
Member of the Finance, 
Budget and Strategy 
Committee

Graduated from Moscow Institute of Aviation 
Technology as an aircraft mechanical engineer

Member of the Board of Directors since April 2007

CEO of Management Company Metalloinvest since 
October 2013 

Dmitry Tarasov
Independent director
Member of the Finance, 
Budget and Strategy 
Committee; member of 
the Remuneration Committee

Member of the Board of Directors since April 2014

Graduated from the Moscow Institute of Steel and 
Alloys with a degree in Metallurgy of Non-Ferrous 
and Rare Metals and Alloys; holds a PhD in Technical 
Science.

Valery Kazikaev
Independent non-executive 
director
Member of the Finance, 
Budget and Strategy 
Committee

Member of the Board of Directors since October 
2013

Graduated from Moscow Mining Institute; holds 
a PhD in Economics

Chairman of the Board of Directors of LLC BMC, 
CEO of JSC Holding Company BMC

Gleb Kostikov
Non-Executive Director
Chair of the Remuneration 
Committee

Member of the Board of Directors since September 
2017 

Graduated in international economic relations from the 
Moscow State Institute of International Relations of the 
Ministry of Foreign Affairs of the Russian Federation

Executive Director of USM Management LLC; 
CEO of USM Holding Company LLC
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Committees of the Board of Directors

The Board of Directors has three constituent committees:
 › Audit Committee;
 › Finance, Budget and Strategy Committee;
 › Remuneration Committee.

The committees are responsible for previewing the most 
important matters in the remit of the Board of Directors and 
providing recommendations on relevant decisions.

Membership Status Audit Committee
Finance, Budget and 
Strategy Committee

Remuneration 
Committee

Ivan Streshinsky Chairman of the Board of Directors ■

Galina Aglyamova Independent non-executive director Chair ■

Andrey Varichev Executive director ■

Valery Kazikaev Independent non-executive director ■

Gleb Kostikov Non-executive director Chair

Irina Lupicheva Non-executive director ■

Pavel Mitrofanov Non-executive director ■ Chair

Dmitry Tarasov Independent director ■ ■

Galina Aglyamova Committee chair, independent non-executive director

Irina Lupicheva Non-executive director

Pavel Mitrofanov Non-executive director

Pavel Mitrofanov Committee chair, independent non-executive director

Galina Aglyamova Independent non-executive director

Andrey Varichev Executive director

Valery Kazikaev Independent non-executive director

Dmitry Tarasov Independent director

Gleb Kostikov Committee chair, independent non-executive director

Dmitry Tarasov Independent director

Ivan Streshinsky Chairman of the Board of Directors 

Audit Committee
The functions of the Audit Committee are: 

 › reviewing the Company’s internal audit policy;
 › implementing the Internal Audit Directorate, specifically:

 ‒ reviewing the internal audit action plan;
 ‒ reviewing comments made by management after major 
internal control inspections;

 ‒ assessing the effectiveness of the internal audit function 
and reviewing the appointment (and dismissal) of the 
head of internal audit;

 › assessing the effectiveness of internal control procedures 
and propose improvements;

 › assessing the risk management system and making 
recommendations for improvement;

 › advising the Board of Directors on risk appetite and 
acceptable risk levels; as well as risk management 
strategies;

 › recommending the Board of Directors action that will 
prevent, identify and mitigate financial and operational risks;

 › assessing significant breaches of the Company’s 
established risk limits and the adequacy of proposed 
remedies;

 › supervising the Company’s management as they 
identify and manage new types of risks by the Company 
management;

 › assessing the Company’s financial statements;
 › appraising external auditor candidates and making 

recommendations as to their remuneration;
 › assessing the external auditor’s report;
 › discussing any significant issues arising from the 

independent external audit.

In 2018, the Audit Committee convened eight times. The main 
business was:

 › reviewing the IFRS consolidated statements from 2017, 
along with the interim report for the first six months of 2018; 

 › reviewing the Company’s risk management programme 
2018, including risk appetite;

 › drafting recommendations to improve the Company’s 
risk management system; review of the risk management 
strategy; proposals to the Board of Directors for approval;

 › drafting recommendations to improve the Company’s 
system of internal controls;

 › producing Internal Audit Directorate reports on:
 ‒ audits conducted;
 ‒ breaches identified;
 ‒ proposals for remedial action;

 › reviewing and making recommendations for internal audit 
documents in accordance with international standards and 
best practice (e.g. the Metalloinvest Group internal audit 
regulations and the internal audit quality programme).

Finance, Budget and Strategy Committee
The functions of the Finance, Budget and Strategy 
Committee are:

 › drafting proposals on the Company’s business priorities;
 › drafting proposals on investment projects;
 › drafting proposals on certain transactions: sale and 

purchase agreements involving shares (including 
derivatives) of other companies;

 › producing sale and purchase agreements and supply 
contracts for steel, iron ore or other products where the 
value of the transaction or several related transactions 
exceeds RUB 1.5 billion, excluding intra-group transactions;

 › producing credit agreements, loan agreements and 
associated security agreements, bank deposit contracts, 
agreements to issue promissory notes and other fund-
raising instruments where the value of the transaction or 
several related transactions exceeds RUB 1 billion, excluding 
intra-group transactions;

 › drafting proposals on the Company’s dividend policy.

In 2018, the Finance, Budget and Strategy Committee convened 
on seven occasions and met in absentia on 55 occasions.

In line with its key functions the Committee provided 
methodological guidance and drafted recommendations on 
the development of:

 › Metalloinvest’s development strategy;
 › the Company’s annual budget and capital expenditure 

programme for 2019;
 › the Mikhailovsky GOK and Lebedinsky GOK comprehensive 

development programmes, the OEMK comprehensive 
client focus and SBQ quality programme, and the Ural Steel 
production reorganisation programme;

 › KPIs, including operational and financial targets;
 › measures to improve the efficacy of the industrial safety, 

OHS, and environment function;
 › introduction of a Company production system.

In 2018 the Committee also gave recommendations and 
proposals to the Board of Directors on sale and purchase 
agreements, supply contracts for steel and iron ore products, 
credit agreements and associated security agreements, sale and 
purchase agreements involving shares, and recommendations 
for the payment of dividends.

The members of the Audit Committee

The members of the Finance, Budgeting and Strategy Committee

The members of the Remuneration Committee

Remuneration Committee
Committee Functions: 
drafting proposals to be approved by the Board of Directors 
concerning remuneration policies for Board Directors, the CEO, 
and members of the Management Board;
drafting proposals on employee development and incentives;
drafting HR and social policies;
drafting resource planning principles.

In 2018, the Remuneration Committee convened once and met 
in absentia on seven occasions.

In line with its key functions the Committee provided 
methodological guidance and drafted recommendations 
on the development of:

 › KPIs for the key executives of the Company and controlled 
entities;

 › overall organisational development and HR management 
strategies;

 › the Metalloinvest talent pool concept;
 › the Production Leaders Institute training programme for key 

staff;
 › the Top 100/Top 500 development programme for young 

specialists;
 › an implementation concept for an automated working time 

recording system;
 › recommendations regarding appointments to posts directly 

subordinate to the CEO and changes to the organisational 
structure of the management company.
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The Management Board
The Management Board is the Company’s collective executive 
body. The Management Board includes the Managing Directors 
of Lebedinsky GOK, Mikhailovsky GOK, OEMK, and Ural Steel 
and determines the most beneficial development path for the 
Company as a whole.

The Management Board is responsible for making decisions 
on matters most crucial to the Company’s ongoing operations, 
coordinating activities of the management company’s 
departments and divisions, and submitting proposals to the 
Board of Directors concerning the key business activities and 
related implementation plans.

In 2018, the Management Board convened on seven occasions 
and met in absentia three times.

The members of the Management Board 
The Management Board comprised 11 members (as of 31 December 2018). 

Andrey Varichev
Chairman of the Management 
Board, CEO of Management 
Company Metalloinvest

Graduated from Moscow Institute of Aviation 
Technology as an aircraft mechanical engineer

Member of the Board of Directors since April 2007

CEO of Management Company Metalloinvest since 
October 2013 

Tatiana Belyakova
Director of Economics

Graduated from Kharkiv Engineering and 
Economic Institute with a degree in the Economics 
and Organisation of Mining Industry

Ms Belyakova joined the Company in 1988; up 
to 2015, she held various executive positions 
at Lebedinsky GOK and Management Company 
Metalloinvest, including Director of the Economic 
Analysis Department in 2011–2015

She has been in her current position since August 
2015

Andrey Ugarov
First Deputy CEO and COO

Graduated from Lipetsk Polytechnic Institute

Mr Ugarov joined the Company in 1999 and has held 
various executive positions at the Company and its 
production enterprises since 2004

He was the Managing Director of OEMK in 2004–
2011 and has been in his current position since 
December 2013

Aleksey Voronov
Finance Director

Graduated from the Moscow State Institute of 
International Relations of the Ministry of Foreign 
Affairs of Russian Federation. 

Mr Voronov joined the Company in 2015. From 
February 2015 to September 2016, he served as 
Director of Treasury of Management Company 
Metalloinvest

He has been in his current position since October 
2016

Nazim Efendiev
First Deputy CEO and Sales 
Director

Graduated from the Military Institute of Foreign 
Languages, has an MBA from the Russian Academy 
of National Economy, and completed a specialised 
course in International Management at Kingston 
University (UK)

Mr Efendiev has held various executive positions at 
the Company and its production enterprises since 
2002 and has been in his current position since 
March 2012

Natalya Gryzanova
Investment Director

Ms Gryzanova graduated from the Plekhanov 
Russian University of Economics

She has held various executive positions at the 
Company since 2013 and has been in her current 
position since December 2014

Yuri Gavrilov
Director of Strategy, 
Development and 
Transformation

Graduated from the Moscow Institute of Physics and 
Technology with a degree in Aeromechanics and 
Flight Engineering

In 1999, Mr Gavrilov received a master’s degree in 
Finance from the Business and Economy Institute 
of the Russian Academy of National Economy, and 
an MBA in Business Administration – Finance Option 
from the University of California Business School

He has been in his current position since May 2014
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Dmitry Babenko
Director of Corporate Affairs

Graduated from the Moscow Mining Institute with 
a degree in Economics and Business Administration 
in Mining and Geological Exploration, and from the 
Moscow State Law Academy with a degree in Law

He started his career at JSC Lebedinsky GOK and 
has held various executive positions at Management 
Company Metalloinvest. He has been in his current 
position since February 2016

Oleg Mikhailov
Managing Director, 
Lebedinsky GOK

Graduated from Leningrad Mining Institute

Mr Mikhailov has held various executive positions at 
the Company and its production enterprises since 
2006 and has been in his current position since 
October 2011

Sergey Kretov
Managing Director, 
Mikhailovsky GOK

Graduated from Patrice Lumumba Peoples’ 
Friendship University

Mr Kretov has held various executive positions at the 
Company and its production enterprises since 1998 
and has been in his current position since July 2006

Evgeny Maslov
Managing Director,  
Ural Steel

Graduated from Cherepovets State University. 
Mr Maslov has held various executive positions 
at the Company and its production enterprises since 
2007 and has been in his current position since 
April 2014

Corporate business ethics 
and anti-corruption policy

Metalloinvest is committed to fighting corruption and fraud of all kinds. Anti-corruption measures 
and business practices are determined by a set of internal regulations that define the relevant general 
principles and actions. 

Corporate business ethics
The Company has a clear code of corporate ethics that 
sets clear rules for all employees on business conduct, 
communication and cooperation inside and outside the 
Company.

Metalloinvest employees are expected to be familiar with the 
code. Heads of department are responsible for ensuring their 
staff comply with the code. 

Anti-corruption and misconduct 
policies
Metalloinvest has a zero-tolerance policy for all manifestations 
of corruption and misconduct by its employees.

The Company operates in line with the Russian Federation’s 
anti-corruption legislation, as well as the Company’s internal 
rules and relevant international norms. The company also 
subscribes to the Russian Business Anti-Corruption charter, 
which was adopted by the Russian Union of industrialists and 
entrepreneurs. In taking these steps, Metalloinvest seeks to 
maintain its good reputation and the confidence of its investors, 
business partners, and key stakeholders. 

As part of its anti-corruption initiatives, the Company developed 
and approved the following: 

 › an anti-corruption compliance programme;
 › a company-wide anti-corruption policy;
 › conflict of interest regulations;
 › anti-corruption requirements;
 › a response framework for reports of misconduct;
 › anti-corruption monitoring: procedures and methods;
 › a designated lead manager with responsibility for anti-

corruption activities.

All Metalloinvest employees must complete the anti-corruption 
compliance programme and follow the Company policy on 
anti-corruption. The policy also applies to Metalloinvest’s 
subcontractors and partners.

The Company has also implemented a system of anti-corruption 
compliance controls. Their purpose is to ensure Metalloinvest’s 
activities meet the requirements of applicable anti-corruption 
legislation and to detect, evaluate, analyse and minimise the 
risk of corruption. One element of the system is a hotline for 
information about fraud, corruption, theft or violations of the law 
or local regulations. Hotlines have been set up using phones, 
email, web forms on the Company website and messaging 
applications.1

The Company’s security department is in charge of all matters 
of the organisation and conduct of measures to prevent, detect 
and suppress corruption and conflicts of interest.

1 For more detail on combating corruption, see the Sustainable Development Report 2018. 
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Risk Management and Internal 
Control System

1 See Annual Report 2017 www.metalloinvest.com/investors/reports/.

The Company is constantly engaging with risk management in all parts of the business. The Risk 
Management and Internal Control System (RMICS) is a company-wide initiative that has been in operation 
since 2015.  

RMICS is governed by an internal Company standard drawn up 
in accordance with Russian legislation, the recommendations of 
the corporate governance code and international best practice.

The risk management and internal control system was 
given new momentum in 2018 as the Board of Directors 
adopted the RMCIS Development Strategy for the period 
2019–21. The strategy was produced taking account of 
the risk management system maturity audit1 conducted by 
PricewaterhouseCoopers in 2017.

In line with the Company’s strategy of digitising management 
processes, the development of the RMICS will proceed using 
modern information technology for improved data quality and 
faster decision making. 

The main priority is to integrate risk management with strategic 
and operational decision-making. This task is approached 
systematically in conjunction with the business transformation 
programme and in synchrony with the deployment of the ERP 
system in the perimeter of the Company’s enterprises.

The priorities for the development of the RMICS in the medium 
term are:

 › further integration with the Group’s business processes, 
especially in terms of incorporating the RMICS into 
everyday operating activities, planning processes and 
efficiency assessments;

 › improving he methodological basis of the RMICS, including 
the development of methods to make financial assessments 
for different risk categories; 

 › development of a Business Continuity Plan (BCP) 
allowing for asset prioritisation, critical systems, and BCP 
programme processes;

 › development of the compliance function; 
 › development of an integral compliance programme; 
 › assessment of conformity with ISO 37001:2016 Anti-bribery 

management systems.
 › devise and implement targeted risk management 

programmes in the field of OHS, industrial safety and 
environmental safety;

 ›  devise and implement ISO conformity programmes in the 
field of information security;

 ›  inculcate a risk averse culture in the Group; devise and 
implement training programmes on RMICS development 
areas; 

 ›  automation of risk management processes; big data 
analysis; introduction of new technologies for real-time 
asset monitoring (data actuality, improved reliability of 
critical equipment); other areas of development.

Risk Management
The Company’s corporate risk portfolio includes 
approximately 100 items which have their 
assessment and status updated regularly to 
facilitate the prompt response to changes in 
both external and internal factors. The Company 
identifies 20 corporate risks as key risks, which 
are analysed and monitored by the Board of 
Directors on a regular basis. 

The Company identifies 20 corporate risks as key risks, 
which are analysed and monitored by the Board of 
Directors on a regular basis. For key corporate risks, a 
desired level of risk appetite is identified, with the aim 
of ensuring the continuity of business activities through 
relevant risk management activities. 

The Board of Directors specifies an annual risk appetite in 
relation to managed risks. It sets limits on all strategically 
important decisions. KPIs relating to compliance with risk 
appetite in relation to realised risks are included in the 
operational KPIs of the Company and management.

In 2018, Metalloinvest’s greatest risks remained external 
environment risks, and price risks due to fluctuating 
exchange rates on products and raw materials. The general 
trend in prices for Metalloinvest’s main product types was 
positive in the report period. The effects of interest, tax and 
transport cost risks were in the low range.

Managed risks (production, investment and credit risks) 
had less effect and were retained in the risk appetite. 
Commercial risks/risks of loss of markets and customers 
were not realised in 2018.

Systemic risks are managed by Company management by 
the following measures:

 › development of business processes; 
 › drawing up of regulatory documents; 
 › introduction and implementation of control and 

analytical procedures;
 › protection and promotion of the Company’s interests 

in the regulatory sphere. 

The Board of Directors Audit Committee carries out 
quarterly monitoring of risk appetite, realised risks and 
risk management activities. Internal Audit makes annual 
verifications of KPIs relating to compliance with the risk 
appetite and the accuracy of reporting of realised risks.

The Risk Management and Internal Control Department 
works on function development, methodological support 
and coordination of the risk management process.

Main risks managed by the Company

The Company has a policy of zero tolerance for all 
manifestations of risk due to corruption, fraud,  
or harm to human health or the environment. 

STRATEGIC RISKS

Commercial risks

Financial risks

Investment risks

GR risks

OPERATIONAL RISKS

Production risks

Corporate governance risks

Security risks

HR risks

Internal control system
Risk management at the level of business processes takes place in 
the framework of the internal control system, which is an integral 
component of the whole-company risk management and internal 
control system. 

The main work of establishing an effective internal control system 
takes place in the framework of the introduction of the ERP system. 
It includes support of a shared process model, documentation of 
key business process risks, and the introduction, regulation and 
monitoring of control procedures.

In introducing the internal control system, the Company aims to 
optimise and automate control procedures in order to improve the 
effectiveness and transparency of business processes, reduce 
the influence of the “human factor”, reduce the risk of fraud, and 
increase smart working. 

The Company, within the system’s framework, manages centrally 
the risk of conflict of competences among managers and 
employees both inside and outside ERP systems. 

C
orporate G

overnance

http://www.metalloinvest.com/investors/reports/


About the C
om

pany
Strategic Report

Financial and O
perating Results

Sustainable D
evelopm

ent
Appendices

Metalloinvest  Annual Report 2018 94

95

Audit Auditor’s report Operations department Control

Internal Audit

The Metalloinvest Board of Directors regards internal control and audit functions as essential 
to the Company’s sustainable development. 

The internal audit system covers management at all levels and comprises: 
 › the Board of Directors Audit Committee; 
 › the Internal Audit Directorate and its regional branches (located in the Company’s business units).  

In the interests of independence and neutrality, an independent 
director is elected to head the Board of Directors Audit 
Committee. The director of internal audit is functionally 
subordinate to the Board of Directors Audit Committee and 
administratively subordinate to the CEO, which also accords 
with the principle of independence and neutrality.

The mission of internal audit is to maintain and increase the 
value of the Company by carrying out objective internal audits 
based on a risk-based approach, making recommendations and 
exchanging knowledge.

Internal audit is therefore the business of providing independent 
and objective guarantees and advice for the purpose of 
improving the work of the Company.

Internal audit assists the Company in achieving its objectives by 
using a systematic and consistent approach to assessing and 
improving risk management, control and corporate governance 
processes.

These processes are assessed to ensure:
 › the proper identification and management of risks 

associated with the Company’s strategic goals;
 › the accurate recording of the Company’s financial and 

business activities in management and external financial 
reports;

 › the effectiveness of the Company’s financial and business 
activities;

 › the protection of the Company’s assets from misconduct by 
employees or third parties;

 › compliance of the Company’s activities with internal 
regulations, legislation and contractual obligations.

The processes are reviewed by internal audit, which 
recommends improvements and monitors their implementation.

Internal audit also employs its knowledge and experience to 
provide consultancy services to the Company’s structural 
divisions.

Audits were conducted in the following areas in 2018: 
 › management of operating efficiency; 
 › risk management;
 › management of investment activity; 
 › supply management;
 › cost accounting/reporting.

The objectives, powers and responsibilities of internal audit 
are set out in the internal audit regulations. An updated version 
of these regulations was adopted by the Board of Directors 
in 2018.

To improve the effectiveness and quality of internal audit, 
the following documents were also produced and adopted 
in 2018:

 › internal audit quality programme;
 › internal audit guidance.

LLC MC METALLOINVEST

Controlled entities  
and subsidiaries/dependent entities

BOARD OF DIRECTORS AUDIT COMMITTEE

Internal audit directorate

Internal audit director

MC department of audit 
and control of regional audits

Regional audit departments

LGOK audit department

MGOK audit department

OEMK audit department

Ural Steel audit department

ЛГОКЛГОКLGOK

ЛГОКЛГОКOEMK

ЛГОКЛГОКMGOK

ЛГОКЛГОКUral Steel
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Internal Audit
Metalloinvest prepares its financial statements in 
accordance with Russian Accounting Standards (RAS) 
and International Financial Reporting Standards (IFRS). 
The Company employs an external auditor to conduct 
an independent examination of its financial and accounting 
statements. In 2018 the Company’s IFRS financial 
statements and RAS accounting statements were audited 
by PricewaterhouseCoopers. 

The auditor was selected after negotiations on the basis 
of cost and the professional standing of the candidates. 
The auditors were approved at the Company AGM.
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About the Report

Reporting standards
The Metalloinvest Annual Report was produced in accordance 
with the following norms:

 › RF Federal Law No. 208-FZ of 26.12.1995 (on joint-stock 
companies);

 › RF Federal Law No. 402-FZ of 6.12.2012 (on accounting);
 › Bank of Russia Regulation No. 454-P of 30.12.2014 (on 

information disclosure by issuers of securities);
 › the Corporate Governance Code (recommended by RF 

Central Bank letter No. 06-52/2463 dated 10.04.2014);
 › Accountability AA1000SES Standard (2015).

The Report also uses Moscow Interbank Currency Exchange 
and London Stock Exchange requirements and the Company’s 
internal requirements and regulations. 
 

Scope and boundaries of the Report
The 2018 Report is addressed to a diverse range of 
stakeholders. It presents the Company’s financial, operating, 
and sustainability results for the year 2018. Information from 
subsidiaries is included within IFRS reporting boundaries. 

The Metalloinvest Annual Report has been published since 
2009. The Reports are available online on the Company’s 
website: metalloinvest.com/investors/reports. 

Reporting frequency Annual

Reporting period 1 January to 31 December 2018

Report boundary JSC Holding Company Metalloinvest, 
LLC Management Company Metal-
loinvest, JSC Lebedinsky GOK, PJSC 
Mikhailovsky GOK, JSC Ural Steel, JSC 
Oskol Electrometallurgical Plant (OEMK), 
JSC MetalloinvestLeasing, LLC Ural 
Scrap Company, LLC Metalloinvest Cor-
porate Service, and LLC JSA Group.

The management team members 
mentioned in this Report are the man-
agement of Management Company 
Metalloinvest.

Date of publication 
of previous annual 
report 

June 2018 

Liability of the Board of Directors
The Report contains certain projections and forward-looking 
statements, including but not limited to those relating to 
anticipated demand and consumption, global economic 
recovery, raw material prices, management goals and objectives, 
strategies, production, planned investment, and the anticipated 
completion of previously announced transactions. Actual results 
may differ from those expressed in such statements, depending 
on a variety of factors and risks affecting the Company and/or 
any of its affiliates, and their respective operations.

Accuracy of information
The Report has been prepared in good faith but has not been 
independently verified. The IFRS consolidated financial statements 
have been independently audited. Neither the Company nor its 
affiliates make any statements, give guarantees, or assume any 
responsibility, whether explicit or implicit, regarding the reliability, 
accuracy, completeness or correctness of the information or 
opinions contained herein. Interests, percentages or totals in this 
Report may not add up due to rounding.

Material disclosures
The Report’s material disclosures include changes in the 
market environment, improvements in operating efficiency, 
enhancement of the Company’s investment appeal, outlook for 
the Company, competitive working conditions, health, safety 
and environment, governance framework, risk management, 
and contribution to regional development in the areas in which 
the Company operates.

Sustainability reporting
The Company publishes a Corporate Social Responsibility Report 
to outline its key approaches to sustainable development. 

At the time of this Report’s creation, the Corporate Social 
Responsibility Report had not been independently audited, 
therefore disclosures in this Report may differ from those in the 
Corporate Social Responsibility Report. The Company follows an 
annual reporting cycle for non-financial disclosure. 

Reports are available online on the Company’s website: 
metalloinvest.com/sustainability/csr-reports.

Key Risks
Risk External factors Internal factors Possible consequences

Commercial risks

Product price risk Falling demand, excess supply - Lower sales revenues, failure to 
deliver business plan, breach of 
covenants, cross default

Increase in feedstock and 
material procurement 
costs

Macroeconomic factors

Monopoly supplier (single-
source procurement) situation 

Product quality misrepresented 
by supplier

Supplier unable to deliver on 
time, delivery of inadequate 
quality materials

Errors in preparing terms 
of reference (qualifications, 
selection criteria) 

Absence of terms of reference 
(bids referencing other suppliers’ 
certificates or names of materials 
and equipment)

Emergency procurement (supplier 
selection based on delivery time 
rather than price) 

Inefficient claim settlement 

Identification of a specific 
supplier in the offered project à 
Major procurement budget cuts

Increased production cost; 
production programme or 
maintenance schedule disruption

Increased transportation 
costs

Increased rolling stock costs, 
increased transit rates and 
freight costs, introduction 
of new railway and seaport 
conventions

- Reduced sales margins, 
redistribution of products across 
markets, change of traditional 
logistics routes

Loss of sales markets Foreign countries introducing 
restrictions or bans on transit 
or import of goods, aggressive 
competition

- Shift to lower-margin markets/
products, reduced prices, 
increased transportation costs

Failure to achieve market 
prices for products

Unpredictable market 
fluctuations

Impossibility of accurate 
forecasting in current market 
conditions, management 
misconduct, misuse of power

Lower sales revenues

Loss of key clients Tough competition, loss of 
economic efficiency due to 
rising transportation costs, fall 
in demand

Inadequate customer relations, 
low product quality, insufficient 
product range

Lower sales revenues, failure to 
deliver on the business plan

Political risks

Sanctions risk Inclusion of the Company 
in sanctions lists, supply of 
products to sanctioned persons 
(including those added to the 
sanctions list after contracts 
were signed)

Insufficient compliance control Restricted access to funding 
sources, loss of sales markets, 
railroad logistics complications, 
lack of required imported goods 
and materials, suspended 
production, inability to settle bills 
through Sberbank and VTB

Appendices
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Risk External factors Internal factors Possible consequences

Financial risks

FX risk Threat of sanctions, 
contraction of the Russian 
economy, influence of the 
European economy, central 
banks’ policies, regulatory 
changes

Unbalanced FX position Financial losses (lost profits, 
increased costs)

Credit risk Deteriorating financial position 
of a counterparty, bankruptcy, 
sanctions against banks, loss of 
key clients

Insufficient engagement with 
counterparties to secure deal 
funding

Financial loss due to a 
counterparty not meeting its 
obligations, loss from write-offs, 
breach of covenants

Cross-default Falling market prices, sanctions Breach of obligations and 
terms and conditions of the 
Company’s loan agreements and 
documentation

Necessity to inform creditors 
early on for the obtaining of a 
waiver letter, additional one-off 
payments (Waiver Fee) 

Review of, and increase in interest 
rates for the Company’s current 
and future obligations 

Corporate rating downgrade

Misrepresentation of data 
in financial statements 
(accounting, tax, IFRS) 

- Human factor, personnel turnover;

Delays in submitting source 
documents by controlled entities, 
submitting misleading source 
documents; 

Lack of formal control 
procedures;

Historical differences in business 
processes, lack of a unified 
information system;

Misinterpretation of tax law

Violation of established 
accounting and tax statement 
preparation procedures – 
provision of misleading data 
to counterparties, financial 
institutions, investors, 
shareholders, government 
institutions. Financial loss from 
additional taxes and fines. 
Reputational damage

Operational risks

Operational Risk Lower quality of ore

Suspension or restriction of 
extraction and/or stripping 
because of slope or dump mass 
(mining and processing plants)

Absence of alternative options 
(suppliers) for purchasing 
basic feedstock and materials 
(metallurgical enterprises)

Limited funding of repairs or 
capital expenditures to replace 
worn-out equipment.

Obsolescence and depreciation 
of equipment, non-compliance 
with industrial safety rules, low-
quality or untimely repairs, non-
compliance with the production 
process

Lower sales revenues, failure to 
deliver on the business plan, non-
compliance with the production 
process or insufficiently advanced 
production technology, which 
leads to disproportionately high 
material consumption, production 
of by-products, low product 
quality, higher rejection rates. 
Loss of competitive advantage, 
high production cost

Corporate governance risks

Risks related to ERP 
launch

A lack of human resources in 
the labour market

Project management deficiencies, 
errors in cost estimates and 
scope of work, funding cuts, 
project team turnover

Insufficient resources

Failure to meet project deadlines 
and budgets

Corporate governance 
deficiencies

- Overlapping functions, 
insufficient employee 
competencies, regulatory issues, 
high transaction costs, gaps in 
training programmes

Extended decision-making and 
implementation times, errors in 
management decision making, 
impact on ratings

Risk External factors Internal factors Possible consequences

Investment risks

Investment Breach of contract by 
counterparties, shortage of 
energy resources, feedstock 
shortage, change in the market 
environment during a project, 
macroeconomic changes, 
regulatory changes

Erroneous decision to include 
an investment project in the 
capex programme, wrong core 
technology choice, incorrect 
primary planning or design, 
wrong contractor or supplier 
choice, insufficient employee 
competencies, failure to meet 
established procurement 
deadlines, non-compliance with 
safety regulations

Direct financial losses, 
reputational risks, failure to 
deliver on the Company’s 
production programme and/or 
strategy

Security risks

Economic damage from 
counterparty misconduct

Improper performance of 
contractual obligations

Unreliable counterparties

Generating accounts receivable

Unfair competition

Entering into a contract on clearly 
unfavourable terms Insufficient 
counterparty verification quality

Probable loss of assets

Legal proceedings and costs

Loss of business reputation

Economic damage

Circulation of misleading negative 
information on the Company’s 
assets, shareholders, and 
personnel

Cyber attacks; information 
security breaches by act 
or omission of employees; 
non-compliance with 
information security 
legislation

Targeted and criminal nature of 
threats to information security

Tougher regulatory 
requirements

Lack of qualified personnel

Inadequate existing information 
security tools

Employees’ lack of awareness 
or deliberate violation of the 
established information security 
requirements

Malfunction and downtime of 
information systems, automated 
workstations and automated 
process control systems

Financial damage.

Disclosure or theft of confidential 
information (commercial secrets, 
personal data etc).

Unauthorised modification and 
deletion of data.

Actions and fines by 
regulators, legal claims by 
individuals, criminal liability and 
disqualification of executives

Economic damage 
resulting from abuse by 
employees; internal fraud; 
corruption

Bribes offered to employees in 
the interests of third parties

Criminal intent of employees

Duties improperly performed by 
employee

Management ineffectiveness

Lack of control procedures

Conflicts of interest

Probable loss of assets;

Loss of business reputation;

Economic damage;

Deterioration of labour discipline;

Potential legal claims;

Action by government authorities.

Key risks (continued)

Appendices



About the C
om

pany
Strategic Report

Financial and O
perating Results

Sustainable D
evelopm

ent
C

orporate G
overnance

Metalloinvest  Annual Report 2018

Risk External factors Internal factors Possible consequences

HR risk

Social tension among 
employees/failure to 
retain key personnel

- Poor communications, no 
relocation programme, 
inadequate compensation for 
relocation or redundancy 

Increased cost of payroll/social 
benefits/relocation programmes, 
reputational damage, financial 
consequences of litigation by 
employees, reduced productivity 
of relocated employees

Legal risks

Legislative changes Changes in foreign economic 
and political factors, lobbying

- Extra costs for the business, civil 
or administrative liability of the 
Company’s management

GR risk

Tariff and trade 
market protection, 
decisions of the Federal 
Antimonopoly Service 
and other government 
authorities, including 
decisions following 
audits, tightening of 
environmental and 
industrial policy, licensing 

Import liberalisation initiatives 
or restrictions on import to the 
Russian Federation, impact of 
Kazakhstan and the Eurasian 
Economic Union, Russian 
Federation joining trading 
and economic blocs, changes 
in the technical regulatory 
requirements for environmental 
management at controlled 
entities based on Best Available 
Technologies (BAT) reference 
documents, changes in HSE 
regulatory standards for 
controlled entities, scheduled 
and unscheduled supervisory 
activities of governmental 
authorities, higher export 
duties

Gaps in compliance control Poor financial and economic 
performance of the Company, 
higher pollution charges for 
controlled entities, higher 
costs of investment projects 
and procurement programmes, 
impossibility of further 
procurement from foreign 
counterparties, necessary 
adjustments to technological and 
production processes, adverse 
impact on the Company’s credit 
ratings, sanctions imposed by 
supervisory bodies

Company History

In 2006 Lebedinsky GOK, Mikhailovsky GOK, OEMK and Ural Steel 
amalgamated to form Metalloinvest and began to coordinate activities such 
as sales, investment strategies etc.

Mikhailovsky GOK introduced new concentrate flotation technology.

Lebedinsky GOK completed the construction of HBI-2 Plant.

Ural Steel reconstructed 2800 mm plate mill and electric arc furnaces 
to increase total capacity to two million tonnes of steel per year.

Metalloinvest was the first Russian ferrous metals company to meet REACH registration 
requirements. 

The rolled steel finishing plant went into operation at OEMK.

Metalloinvest’s proven and probable iron ore reserves were confirmed at 14.9 billion tonnes 
according to the JORC classification (IMC Montan).

Awards and ratings
Moody’s Investors Service assigned Metalloinvest a corporate rating of Ba3 with stable 
outlook.

Metalloinvest successfully issued USD 750 million of Eurobonds with a maturity of five years 
and a coupon rate of 6.5% p.a.

Metalloinvest raised syndicated pre-export finance credit of USD 3.1 billion – the largest 
amount in Russia in the post-financial crisis period – for the term of five and seven years.

Awards and ratings
Moody’s changed the outlook on Metalloinvest’s corporate rating from stable to positive.

Fitch Ratings assigned Metalloinvest a long-term issuer default rating of BB- with stable 
outlook.

2006

2007

2008

2010

2011

Key risks (continued)
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Metalloinvest issued RUB 10 billion of rouble bonds with a coupon rate of 8.9% p.a. maturing 
2023 with a put option in 2018.

Metalloinvest elected a new Board of Directors including the first female director, Irina 
Lupicheva, an independent.

Ural Steel completed the planned decommissioning of its open-hearth production to increase 
economic efficiency and environmental safety.

OEMK commissioned a modern effluent treatment plant achieving substantially improved 
effluent quality, halving the abstraction of river water and reducing discharges into the river 
Oskol.

New gas purification was installed on electric arc furnaces #3 and #4 in the electric arc furnace 
shop at OEMK. The new furnace gas purification system reduced the dust emitted to the 
atmosphere by more than a third and dust at work stations on average by half. 

Ural Steel completed the modernisation of sintering machine #4, increasing annual output by 
10%.

Metalloinvest organised the first ‘Hot Briquetted Iron (HBI) Application in Steelmaking: 
Technology, Financing and Markets’ conference at Lebedinsky GOK.

Awards and ratings
Moody’s Investors Service upgraded the Company’s credit rating from Ba3 to Ba2 with stable 
outlook.

Fitch revised its long-term credit rating outlook for Metalloinvest from stable to positive and 
affirmed its rating at BB-.

2013

In a major asset transaction, Metalloinvest sold 100% of its transport subsidiary 
Metalloinvesttrans to the independent private group Globaltrans.

Metalloinvest signed a contract with a consortium of Siemens Metals Technologies (Austria) 
and Midrex Technologies, Inc. (USA) to build the HBI-3 Plant at Lebedinsky GOK in Gubkin 
(Belgorod region).

Ural Steel commissioned air separation unit #5 in the oxygen compression shop and installed a 
vacuum degasser in the electric arc furnace shop.

Awards and ratings
Standard & Poor’s Ratings Services assigned Metalloinvest a BB- long-term credit rating with 
positive outlook.

2012

Ural Steel launched coke oven battery #6, one of the largest projects in Metalloinvest’s 
investment programme.

Metalloinvest entered the active phase of installation works for HBI-3 Plant at Lebedinsky GOK, 
which will have an annual production capacity of 1.8 million tonnes. 

Metalloinvest began trial operation of an oxygen station with a cryogenic air separation unit 
(ASU-3) at OEMK.

Awards and ratings
Fitch Ratings upgraded Metalloinvest’s credit rating from BB- to BB with stable outlook.

Standard & Poor’s upgraded Metalloinvest’s long-term rating from BB- to BB with stable 
outlook.

Metalloinvest presented its updated development strategy to 2023.

Ural Steel celebrated the 60th anniversary of its foundation.

Metalloinvest launched Russia’s largest pelleting machine at Mikhailovsky GOK. More than RUB 
16 billion was invested in this uniquely large and significant project. Completion of the project 
enabled Metalloinvest to increase pellet capacity by 5 million tonnes per year.

Pig iron casting machine #5 was commissioned in the blast furnace shop at Ural Steel. The new 
machine increased output of merchant pig iron by half a million tonnes per year.

The installation of a shaft furnace began at HBI-3 Plant, which was under construction at 
Lebedinsky GOK. The shaft furnace is the central element of the production process for hot 
briquetted iron.

OEMK began the modernisation of the second gas purification unit at its electric arc furnace 
shop.

Metalloinvest signed its first long-term contracts to supply hot-briquetted iron to Russian 
metallurgical companies. In its tenth anniversary year the Company signed three long-term 
contracts with its largest partners: Magnitogorsk Iron and Steel Works, TMK and ChelPipe 
Group.

Metalloinvest signed a contract with SMS Concast AG (Switzerland) for the modernisation of 
the four-strand continuous casting machine (CCM-1) at Ural Steel.

Metalloinvest began the construction of a reduction and calibration section for the 350 mm 
rolling mill mid-size production line at rolling unit #2 at OEMK. The equipment was supplied by 
SMS MEER GmbH of Germany.

Ural Steel supplied more than 95% of the rolled steel used in the building of the new bridge 
over the river Kama.

Ural Steel’s blast furnace #4 achieved its full production capacity of 1.5 million tonnes of pig 
iron per year following a major overhaul. 

A second gas purification unit was commissioned in the electric arc furnace shop (EAFS) at 
OEMK.

Metso Lindemann scrap shears #2 were commissioned in the scrap processing unit of Ural 
Scrap Company – Oskol.

Awards and ratings
Metalloinvest won in the ‘Contributions to solving regional social problems’ category at the 
Russian Business Leaders: Performance and Responsibility – 2015 awards. 

Metalloinvest won in the 2016 Impact Awards Corporate Reputation Competition, one of 
the most prestigious international competitions for annual reports. The Company received 
Platinum awards for the print and interactive versions of its 2015 annual report.

The Metalloinvest Annual Report 2015 won several prizes at the international MarCom Awards. 
The Company won Platinum statuettes in the ‘Print Annual Report’ and ‘E-Annual Report’ 
categories and a Gold award in the ‘Best Staff Development Project’ category.

2014

2015

2016

Company History (continued)
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Metalloinvest announced the successful issue of USD 800 million of 7-year guaranteed 
Eurobonds with a coupon rate of 4.85% p.a. maturing 2024.

Metalloinvest and the Monotown Development Fund signed a collaboration agreement 

Metalloinvest signed long-term contracts with Mechel for supply of iron ore products. 

Metalloinvest signed long-term contracts with EVRAZ for supply of iron ore products.

Metalloinvest signed a long-term contract with Severstal for the supply of 1.8 million tonnes of 
iron ore concentrate up to 30 June 2018.

Metalloinvest and OMK signed a long-term contract for the supply of billets for railway wheels.

Metalloinvest launched HBI-3 Plant at Lebedinsky GOK. It is one of the largest HBI production 
facilities in the world.

Metalloinvest and KAMAZ strengthened their partnership by signing a three-year collaboration 
memorandum of cooperation for the supply of SBQ steel products made by OEMK.

Metalloinvest started trial operation of a concentrate intake complex at Mikhailovsky GOK.

Metalloinvest increased the productivity of DRI Plant #2 at OEMK from 88 tonnes to 110 tonnes 
per hour.

Ural Steel carried out a project to construct Roller Hearth Heat Treatment Furnace #1 and 
Rolling Quenching Machine #1.

Ural Steel started making slag pots. 

The lighting at three Metalloinvest enterprises became 70% more energy-efficient. Philips 
Lighting modernised the lighting systems at OEMK, Lebedinsky GOK and Mikhailovsky GOK, 
which will enable Metalloinvest to save more than 30.5 million kWh per year.

OEMK completed the construction of another environmental project, the third phase of waste 
landfill facility with a capacity of a million tonnes.

Ural Steel opened an industrial waste landfill facility designed for the safe storage of industrial 
and domestic waste allowing for efficient processing further down the line. The facility is 
designed for 25 years of operation. 

Awards and ratings 
Metalloinvest won an award for projects carried out in the Year of Ecology. The award was 
presented by Sergey Donskoy, Minister of Natural Resources and Environment of the Russian 
Federation, and Artem Sidorov, Head of Rosprirodnadzor, at the Vth All-Russian Environmental 
Protection Congress, the EcoTech Exhibition and Forum and the meeting of the Federal 
Ecological Council.

The Company won at the nationwide Russian Business Leaders: Performance and 
Responsibility 2016 contest in the ‘Development of a cross-sector partnership to address local 
social problems’ category’. The awards ceremony took place as part of Russian Business Week 
organised by the Russian Union of Industrialists and Entrepreneurs.

The launch of HBI-3 Plant was recognised as the major event of the year in Russian 
steelmaking. Independent experts praised one of the world’s largest HBI plants producing 
1.8 million tonnes per year.

Metalloinvest enterprises were recognised as leaders in environmental protection. The awards 
ceremony took place at the VIth Community and Environmental Health international forum in 
Moscow. 

Metalloinvest won awards in the Xth annual international Leaders of Corporate Charity contest, 
ranking second overall.

The Russian ratings agency Expert RA assigned Metalloinvest a creditworthiness rating of 
ruAA- with stable outlook.

2017 Metalloinvest launched its electronic catalogue products.metalloinvest.com, an online product 
catalogue

Metalloinvest opened its Innovation Centre and signed memorandums of cooperation with SAP 
and Accenture

Metalloinvest presented its SBQ quality and client focus programme at Metall-Expo’2018.

Metalloinvest and NUST MISiS set up a laboratory to develop new steel grades.

Metalloinvest implemented the paperless office and transitioned to electronic document 
handling in its dealings with suppliers and customers.

Metalloinvest and MegaFon presented smart services in the framework of digital transformation.

Metalloinvest began refitting blast furnaces #2 and #3 at Ural Steel.

Metalloinvest introduced new iron ore concentrate enrichment technology at Mikhailovsky GOK.

Metalloinvest modernised the electric arc furnace shop (EAFS) at Ural Steel.

Metalloinvest expanded steel heat treatment capacity as part of its SBQ quality and client 
focus improvements. Metalloinvest commissioned new water descaling equipment at OEMK.

Metalloinvest carried out a project of phased modernisation of Pellet Plant #3 at Mikhailovsky GOK.

Metalloinvest signed a long-term agreement with Linde Group to supply air separation 
products to Ural Steel.

Metalloinvest built facilities for the transportation of mined rock at Lebedinsky GOK and 
Mikhailovsky GOK.

Mikhailovsky GOK began refurbishment of production facility for the emulsion explosive 
granemite.

Metalloinvest launched a high-tech heat processing facility for rolled steel at Ural Steel.

OEMK began production of rollers for discharge roller tables for continuous casting machine #6.

Ural Steel completed the modernisation of the electric arc furnace shop vacuum degasser.

As part of its efficiency programme, Metalloinvest completed the introduction of an automatic 
control system for boring works at Mikhailovsky GOK.

Metalloinvest put the concentrate intake facility into service at Mikhailovsky GOK.

OEMK commissioned its finished product warehouse.

Metalloinvest acquired new locomotives for Ural Steel as part of an investment project to 
improve the transportation of the plant’s products.

2018
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2018 Awards and ratings 
On 4 May 2018 the Lebedinsky GOK workforce received official gratitude, by Order of the 
President of the Russian Federation Vladimir Putin, for its achievements and operating 
performance.

Metalloinvest received an award from Glavgosexpertiza of Russia for its role in preserving 
cultural heritage during design and construction works. 

Metalloinvest’s Multi-function shared services centre (MFSCC) won in the ‘Opening of the year’ 
category of the Best SCC competition.

The Company received the annual SAP Value Award in the category ‘Leader of digital 
transformation’.

Metalloinvest enterprises won prizes in the ‘Highly socially effective mining enterprise’ 
competition.

The Company’s electronic catalogue products.metalloinvest.com was awarded the gold medal 
of the Runet Ratings 2018 all-Russian contest for websites and applications in the category 
‘Business services’.

Lebedinsky GOK was the winner of the Health and Safety 2017 all-Russian competition in the 
category ‘Highly effective solutions in the field of prophylaxis and rehabilitation of workers’ 
health’.

Metalloinvest was a winner in the League of American Communications Professionals Global 
Communications Competition 2018 Spotlight Awards for annual reports.

The Metalloinvest Annual Report 2017 won several prizes at the international MarCom Awards.

The Company took sixth place in the transparency ratings for Russian mining and metallurgical 
companies in the field of environmental responsibility. It was the highest placed ferrous metals 
company.

Metalloinvest obtained a debut corporate social responsibility (CSR) rating from the 
international agency EcoVadis. It received Silver level recognition of its CSR practices.

Moody’s changed its outlook on Metalloinvest’s rating from stable to positive, while affirming 
the rating at Ba2.

The Russian ratings agency Expert RA revised its outlook from stable to positive on the 
Company’s creditworthiness rating, which was affirmed at ruAA-.

Fitch revised its revised its rating outlook for Metalloinvest from stable to positive and affirmed 
its rating at BB.

Interaction with Stakeholders
Stakeholder Key stakeholder interests Mechanisms and channels of interaction Key events 2018

Employees  › Social benefits

 › Pay growth 

 › Good working conditions

 › Collective contracts

 › Corporate volunteering and 
social programmes 

 › Employee representation in 
OHS structure

 › Training

 › Employee meetings

 › Corporate website

 › Corporate media 

 › Hotline

 › ‘Your voice’ suggestions boxes

 › More than 400 employees of 
Lebedinsky GOK and Rudstroy 
have received Metalloinvest 
medals. 

 › IIIrd Corporate forum of youth 
initiatives

 › ‘Idea for a million’ corporate 
innovation competition 

 › XIth Corporate scientific and 
technical conference

 › VIIth Metalloinvest Corporate 
Spartakiad

Shareholders 
and investors

 › Share price growth

 › Dividends

 › Transparency 

 › Sustainable development of 
the Company

 › Corporate website

 › Site visits

 › Financial reporting, Non-
financial reporting

 › Investor days

 › Forums and conferences

 › Annual Report 2017

 › BofAML, 2018 Emerging 
Markets Corporate Credit 
Conference

 › Sberbank CIB, Russia: The 
Inside Track One-on-One 
Conference

 › Sberbank CIB, Metallurgy and 
Mining Industry conference

 › Bonds, loans and derivatives 
Russia and the CIS 2018 
Conference
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Stakeholder Key stakeholder interests Mechanisms and channels of interaction Key events 2018

Business partners:
 ‒ Customers
 ‒ Suppliers and 

contractors

 › Enhancing customer focus 

 › Competitive procurement 
procedures

 › Quality of products

 › Supply terms

 › Transaction support

 › Stable development of 
markets

 › Coordination Councils

 › Meetings

 › Working meetings 

 › Corporate and specialist 
websites 

 › Electronic document handling

 › Supplier relationship 
management (SAP SRM)

 › Audits

 › Customer surveys

 › Inspections of ports and 
temporary storage sites 

 › Iron Magazine

 › Electronic catalogue products.
metalloinvest.com.

 › Coordination Councils with 
KAMAZ, AVTOVAZ, Vyksa Steel 
Works, ChelPipe, Pervouralsk 
New Pipe Plant and EPK.

 › More than 80 working meetings 

 › 12th ECNDT, the 2018 European 
Conference on Non-Destructive 
Testing, Gothenburg, Sweden

 › 10th International Conference 
on Clean Steel, Budapest, 
Hungary

 › 4th International industrial 
exhibition Metal-Expo’2018, 
Moscow

 › Steel Supplies and Sales 
Conference

 › Steel Pipe: Production 
and Regional Sales 2018 
Conference

 › CIS Flat Product and Pipe 
Markets Conference

 › CIS SBQ and Steel Goods 
Markets Conference

Government bodies  › Promotion of social stability 
in regions where the 
Company operates

 › Job creation

 › Investment activity

 › Socio-economic cooperation 
agreements

 › Social partnership programmes

 › Working groups, expert panels, 
commissions, committees

Social partnership programmes 
signed with: 

 › the government of Orenburg 
Region and the Novotroitsk 
municipal administration

 › the administrations of Kursk 
Region and Zheleznogorsk

 › the government of Belgorod 
Region

Local communities  › Conduct of the Company’s 
business respecting 
the interests of local 
communities

 › Participation of the Company 
in solving the problems of 
local communities

 › Stakeholder cooperation plans 

 › Coordination Councils 

 › Public dialogue

 › Media

 › Email point of contact

 › Telephone hotline

 › Metalloinvest Healthy Child 
programme 2018 

 › Third Metalloinvest grant 
competition Let’s Do It 
Together!

Glossary
Bar Long steel product of various cross-sections produced from steel billets.

Beneficiation The collective term for the initial processing of mineral raw materials to separate all valuable ele-
ments from waste rock, as well as the further separation of the valuable elements themselves.

Billet A steel product in various forms, used to produce long products and flat products.

Blast furnace A smelting shaft furnace used for the production of pig iron from iron ore materials (sintering ore, 
pellets and crushed ore).

Coke A fuel obtained by the pyrolysis of coking coal in coke ovens and used as a reduction agent for iron 
ore in the blast furnace.

Coking coal Coal used for coke production.

Continuous casting The process whereby smelted steel is poured continuously from the casting ladle to the tundish 
and then transferred to the continuous casting machine crystalliser where the liquid steel forms into 
castings of a specific form.

Direct reduced iron (DRI) 
pellets

Pellets that have undergone direct reduction. The direct reduction of iron from iron ore or pellets us-
ing CO, Н2 and NH3, elemental carbon, or these gases and elemental carbon together. The process 
takes place at temperatures of around 1,000°C. Waste rock is not converted to slag, impurities (Si, 
Mn, P, S) are not reduced and pure metal results.

Ferroalloy An alloy of iron and other elements, used in smelting to achieve the required chemical composition 
and improve the physical characteristics of the steel.

Fines/Iron ore fines Small pieces of iron ore convenient for transportation. In the majority of cases, it is necessary to 
sinter iron ore fines before loading them into the blast furnace to reduce raw material wastage and 
increase furnace productivity. The quality of iron ore fines can vary significantly.

Flat products Rectangular steel products created by rolling billets in a sheet rolling mill. The main categories of flat 
products are (1) thin sheet (less than 4 mm thick), (2) heavy plate (4–50 mm) and (3) plates (more 
than 50 mm).

Flux A material used in steel smelting to form slag and regulate its chemical composition in order to 
remove unwanted impurities from steel.

Hematite A widely distributed iron mineral with chemical formula Fe2O3, one of the main types of iron ore, 
usually red in colour.

Hot briquetted iron (HBI) Metallised pellets (direct reduced iron) formed at temperatures over 700°С into briquettes with iron 
content over 90% and density over 5.0 g/cm3. HBI is used as an additive to scrap in the production 
of high-quality steel, primarily in electric furnaces.

Integrated metallurgical 
process

Includes all stages of the steelmaking process from processing iron ore and coking coal to making 
finished steel products.

(Iron ore) concentrate An iron ore raw material produced through the beneficiation of iron ore minerals by removing waste 
rock.

Long products Products produced in rolling mills by hot or cold rolling. Long products are used in all industries, 
particularly construction and mechanical engineering. This includes all types of bars, wire rod and 
a wide range of cold-formed profiles, also pipes of circular, oblong and semi-oblong, square and 
rectangular cross sections and various diameters.
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Lump Unprocessed/unbeneficiated, naturally occurring iron ore pellets, 6–40 mm in size.

Magnetite A ferromagnetic mineral with the chemical formula Fe3O4, one of several iron oxides, primarily 
black in colour. It is widely distributed and forms large accumulations and ore deposits. It has strong 
magnetic properties.

Metallic charge A mixture of input materials processed in steel making to obtain finished products with the required 
chemical composition.

Open-pit mining A method of extracting mineral resources from the earth’s surface using open mining production 
facilities.

Overburden The rock covering iron ore deposits. Overburden waste rock is transferred to the dumps, but can 
be used for restoring the original appearance of the extraction site. With the appropriate physical 
and mechanical properties, overburden can be suitable for the production of raw mineral materials 
(crushed stone, clay, sands, chalk). The stripping process to ensure the extraction of ore is called 
overburden removal.

Pellets A product made from iron ore concentrate and used as a raw material for pig iron and HBI/DRI 
production. Fine-grained concentrate or naturally occurring hematite fines are sintered by mixing 
with bentonite or other binding materials. Then they are sintered by heating. Pellets are 8–20 mm in 
diameter.

Pig iron The product of re-melting iron-containing raw materials in a blast furnace, used during the steel-
making and foundry production process. Pig iron has a carbon content of over 2.14%, which makes it 
brittle and limits its use as a finished product.

Rolling mill Equipment used to effect plastic deformation of metal by passing it between rolls.

SBQ A rolled steel product with superior physical characteristics used to make load-bearing components 
for the automobile industry, mechanical engineering, ship building, the aviation industry and others.

Sintering ore Fine ore (often powdered) coagulated into pieces with a small fines content at high temperatures. In 
metalworking, it is a fundamental iron ore material for the production of pig iron in the blast furnace.

Scrap A secondary raw material used for steel production. Scrap can be used in charge along with pig iron 
and HBI.

Slag A by-product containing inert materials obtained during blast-furnace smelting and other steelmak-
ing operations. Slag serves to protect molten metal from air and remove certain impurities.

Strip Flat steel products in the form of bands.

Vacuum degasser A facility to remove dissolved gases from liquid steel under low pressure (in a vacuum) giving 
high-quality steel with low carbon content.

Abbreviations
ASU Air separation unit 

BAT Best available technology

ВСР Business continuity plan

CB RF Central Bank of the Russian Federation

CCM Continuous casting machine

CIS Commonwealth of Independent States

CSR Corporate social responsibility

DRI Direct reduced iron

EAFS Electric arc furnace shop

EBITDA Earnings before interest, taxes, depreciation and amortisation 

ERP Enterprise resource planning

ESG Environmental, social, and governance

FMF Flexible modular furnace

GR Government relations

GRI Global Reporting Initiative

HBI Hot briquetted iron

HR Human resources

IFRS International Financial Reporting Standards

ISO International Organization for Standardization

IT Information technology

JSC Joint-stock company 

KPI Key performance indicator 

LGOK JSC Lebedinsky Mining and Processing Plant

LIBOR London Interbank Offered Rate 

LLC Limited liability company
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LTIFR Lost time injury frequency rate 

MC Management Company

MFSSC Multi-function shared services centre

MGOK PJSC Mikhailovsky Mining and Processing Plant

OHS Occupational health and safety

OEMK JSC Oskol Electrometallurgical Plant

PJSC Public joint-stock company

PXF Рre-export financing

QWR Quality wire rod

RAS Russian Accounting Standards

RMICS Risk management and internal control system

RSPP Russian Union of Industrialists and Entrepreneurs

RTP Roller Hearth Heat Treatment Furnace

RZM Rolling Quenching Machine

S&P Standard & Poor’s

SBQ Special bar quality

UN United Nations Organization

WWF World Wide Fund for Nature

Abbreviations (continued)

Contacts

28, Rublevskoye Roadway, Moscow, Russia, 121609

Tel.: +7 (495) 981-55-55

Fax: +7 (495) 981-99-92

E-mail: info@metalloinvest.com

Industrial Area, Industrial Site of LGOK, Gubkin City, Belgorod Region, Russia, 309191 

Tel.: +7 (47241) 9-44-55

Fax: +7 (47241) 7-55-23

Building 2, 218 Alexey Ugarov Prospekt, Stary Oskol, Belgorod Region, 309515, Russia 

Tel.: +7 (4725) 37-50-09

Fax: +7 (4725) 32-94-29

21, Lenina St., Zheleznogorsk, Kursk Region, Russia, 307170 

Tel.: +7 (47148) 9-41-05

Fax: +7 (47148) 9-42-60

1, Zavodskaya St., Novotroitsk, Orenburg Region, Russia, 462353

Tel.: +7 (3537) 66-21-53

Fax: +7 (3537) 66-27-89

LLC MANAGEMENT COMPANY METALLOINVEST

JSC LEBEDINSKY MINING AND PROCESSING PLANT

JSC OEMK

PJSC MIKHAILOVSKY MINING AND PROCESSING PLANT

JSC URAL STEEL
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