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Metalloinvest’s development strategy aims to strengthen its 
position as one of the world’s leading producers of high value-
added iron ore products, while also boosting production 
efficiency and strengthening customer focus.
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STRATEGIC REPORT

Metalloinvest is one of the industry’s best companies, 
possessing skilled personnel and a modern production  
and technological base. The Company’s effective management 
and highly advanced technology allow it to make steady 
progress as well as compelling long-term plans for expanding 
our cooperation. Today, Metalloinvest is one of the key partners 
of ChelPipe Group in flat products and steel billet supplies  
for the manufacture of welded and seamless pipes.

Denis Prikhodko
Sales Director, ChelPipe Group

Dmitry Sakhno

Director, Sales of Raw Materials, 
Strategic Procurement, Logistics,  

PJSC Severstal Management

Severstal has been working with Metalloinvest since 2010, 
procuring iron ore products for its major asset, Cherepovets 
Steel Mill. The parties renew their contract every year, which 
is testament to the high quality of raw materials supplied by 
Metalloinvest for pig iron production.

20 METALLOINVEST
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Statement from the 
Chairman of the Board of 
Directors

Dear shareholders, 
partners, and colleagues,

In 2017, Metalloinvest achieved excellent operating 
and financial results, driven by a strengthening market 
for both iron ore raw materials and steel products. 
This positive momentum was also supported by the 
commitment shown by all of our employees, which 
was equally important for the Company’s performance 
and contributed to our ongoing efforts to enhance 
production and business processes.

The key priorities for Metalloinvest’s development are 
strengthening customer focus, improving product 
quality, and health, safety, and environment (HSE) 
matters. The Company implemented a series of 
initiatives during 2017, making notable progress in  
all the above-mentioned areas.

Metalloinvest’s output grew across almost all 
product segments in 2017, driven by the ongoing 
implementation of investment projects, the 
construction and upgrading of production facilities, 
and a major renewal of the Company’s vehicle fleet.

Our strong financial performance proves that the 
Company has been right to focus on growing the 
share of high value-added (HVA) products in its output. 
Metalloinvest has delivered a considerable increase  
in its 2017 revenue and EBITDA, with a five-year 
record-high EBITDA margin of 34%.

A key highlight of 2017 was the launch of the third hot 
briquetted iron plant (HBI-3 Plant) at Lebedinsky GOK, 
which has substantially reinforced Metalloinvest’s 
leadership in the global market for premium metallised 
raw materials. A number of major investment projects 
completed in 2017 at Mikhailovsky GOK, OEMK, and 
Ural Steel have consolidated Metalloinvest’s position 
in the markets for iron ore raw materials, high-quality 
rolled steel products (SBQ), wheel and railway billets. 

Through its prudent and proactive debt management policy, 
the Company successfully reduced its Net Debt/EBITDA to 
a comfortable level below 2x by the end of the year. The debt 
portfolio structure and repayment schedule were also improved. 
The Company’s healthy financial position and the benefits of 
its business model have been confirmed by international rating 
agencies. As a result of the Company’s efforts in 2017, Moody’s 
has revised its outlook on Metalloinvest’s rating from ‘Stable’  
to ‘Positive’.

During the year, significant progress was made on the 
Company’s comprehensive business transformation programme. 
The Multifunctional Shared Services Centre (MF SSC) was 
launched and centralised; an integrated financial and business 
management system was designed for the Company’s plants; 
and some of the Management Company’s functions were 
relocated to regional offices, which resulted in improved business 
processes and lower administrative costs.

The successful completion of the business transformation 
programme will drive improvements across all internal processes 
at Metalloinvest and speed up the development of new products, 
while enabling faster and more effective responses to today’s 
market challenges.

At Metalloinvest we place a particular emphasis on HSE, and 
regard occupational and environmental safety management as 
an essential component of the Company’s sustainable success. 
We are guided by global best practices, while seeking to 
completely eradicate workplace injuries and adopting solutions  
to considerably reduce our environmental footprint.

We view partnerships as a key tool to create value for all 
stakeholders. Through close relations with customers, suppliers, 
investors, banks, regional communities, universities, and 
research institutes, the Company increases the efficiency of its 
operations while simultaneously improving customer experience 
and building a platform for sustainable long-term growth.

Metalloinvest continues to pursue its strategic goals, 
consolidating its leadership in the HVA market and creating value 
for all stakeholders. 

I am confident that through the spirit of teamwork and the strong 
commitment of all our employees and partners, we will be able 
to achieve success and outstanding performance in 2018, which 
will serve as an ideal platform for the Company’s future growth.

Chairman of the Board of Directors,
Ivan Streshinsky 
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Statement from the CEO

Dear shareholders, 
partners, and colleagues,

2017 was a successful year for Metalloinvest – the 
Company has once again demonstrated the benefits 
of its business model and confidence in its chosen 
strategy.

Our performance in 2017 has reaffirmed 
Metalloinvest’s global leadership in the high value-
added iron ore raw materials market. For us, the 
highlight of the year was the launch of the third hot 
briquetted iron plant (HBI-3 Plant) at Lebedinsky GOK.

The launch of HBI-3 Plant, one of the world’s largest 
hot briquetted production facilities with an annual 
capacity of 1.8 million tonnes, has considerably 
reinforced Metalloinvest’s position in the metallised  
raw materials sector.

The Company has grown its share in the global 
merchant HBI market to approximately 50%.

The increased output and sales of high value-
added products had a significant positive impact on 
Metalloinvest’s financial performance in 2017. The 
pricing of our products has been bolstered by the 
closures of underperforming steelmaking facilities  
in China and a recovery in the global demand for steel.

The timely delivery of our capex programme, 
a favourable market environment, and the 
implementation of the programme to improve our 
operational efficiency have also contributed to 
Metalloinvest’s strong financial performance.

In 2017, the Company’s revenue grew by 46% to USD 
6.2 billion, with EBITDA up 68.5% to USD 2.1 billion, 
and an EBITDA margin of 34%.

In 2017 and early 2018, we worked hard to optimise our 
debt portfolio, with a tender held for the early redemption of 
the Company’s Eurobonds using the proceeds from a new 
bond placement, and the refinancing of previous pre-export 
finance facilities. As a result, the Company has cut its debt 
servicing costs and extended debt maturities, while reducing its 
USD-denominated repayments due in 2018–2019 to zero.

In 2017, the Company made significant progress in augmenting 
its customer-centric approach. In response to market demand, 
the Company has put in place multiple initiatives, including the 
commissioning of a concentrate intake facility at Mikhailovsky 
GOK, and further coordination meetings with key customers. 
The Company has been consistently improving the quality of its 
products and expanding target sales markets for its high value-
added products, primarily HBI and SBQ. We have ramped up 
HBI shipments to our customers by 44% to 3.5 million tonnes, 
while SBQ shipments have exceeded 1 million tonnes for the first 
time in the Company’s history.

During the year, Metalloinvest focused heavily on its work in the 
field of health, safety, and environment (HSE). The Company 
has designed and implemented key standards in the field 
of occupational health and safety, and approved a uniform 
corporate Health, Safety, and Environment Policy. Our aim is 
to minimise the rate of accidents, injuries, and occupational 
diseases, as we truly believe that any incident can be prevented.

One of our key competitive advantages is the environmental 
performance of our operations. By applying the best available 
technologies in constructing and upgrading our production 
facilities, Metalloinvest has been able to meet the highest 
international environmental standards and successfully operate  
in a competitive global market. 

In 2017, the Company allocated over RUB 6.5 billion to 
equipment upgrades, the installation of state-of-the-art filters and 
gas as well as water treatment systems, and land recultivation 
projects. Tests run by independent laboratories confirm that the 
environmental impact resulting from each of the Company’s 
plants is significantly lower than the maximum permissible levels.

Last year, we focused on implementing our Industry 4.0 
comprehensive business transformation programme. We have 
also launched our Multifunctional Shared Services Centre 
(MF SSC), centralising a range of functions including finance 
and accounting, HR, treasury, centralised procurement, and 
other services. The Company has completed the design of 
an integrated SAP S/4HANA-based financial and business 
management system, covering all of Metalloinvest’s enterprises. 
The system will enhance our business processes and speed up 
management decision making, while providing a robust platform 
for the Company to retain its leading position in the market.

In 2017, we continued our efforts in developing social and 
economic partnerships with regional administrations in the areas 
in which the Company operates. We aim to improve the quality  
of life and environment in Gubkin, Zheleznogorsk, Stary Oskol, 
and Novotroitsk where our employees, their families and close 
ones live.

Metalloinvest is well-positioned to continue its successful 
growth trajectory, benefitting all our stakeholders. On behalf 
of the Company, I would like to express our gratitude to our 
shareholders, the Board of Directors, employees, investors,  
and partners for their trust and cooperation!

CEO,
Andrey Varichev
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Long-term  
Strategy

Key Focus Areas

Strategic  
Priorities

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 commercial iron ore 
products, as well as increase its output of high 
value-added products while improving quality, 
boosting production efficiency and strengthening 
the customer focus. 

The updated 2017 strategy reiterates all the Company’s priority 
areas of development, with a particular focus on enhancing our 
customer-centric business approach.

Our development priorities and long-term goals and objectives 
reflect the current trends in global markets for iron ore, hot 
briquetted iron (HBI) / direct reduced iron (DRI), and steel 
products, while also taking into account Metalloinvest’s 
competitive advantages.

Metalloinvest’s current focus is on further deleveraging and 
financing investment projects primarily from its free cash flow. 
We plan to maintain our target EBITDA margin at above 30% by 
boosting operational efficiency, reducing costs and increasing 
sales margins.

Corporate social responsibility is central to Metalloinvest’s 
sustainable growth. Our strategy includes launching projects 
which minimise our impact on the ecosystem across the 
Company’s footprint, maintain safe working conditions, 
and ensure fair salaries, sufficient leisure, and healthcare 
opportunities for our employees, while improving social and 
cultural environment in the regions where we operate.

In pursuing its 
customer-centric 
strategy, Metalloinvest:

 à prioritises the interests and needs of its 
customers

 à closely aligns its capital expenditure 
policy with the needs of its key 
customers  by upgrading production 
capacity to offer the required types of 
products

 à focuses on service quality in seeking 
to deliver a best-in-class customer 
experience and cater to individual 
quality and volume requirements

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

 à promotes partnerships with all 
relevant stakeholders, including local 
communities, investors, financial 
organisations, suppliers, government 
authorities, and others

Increasing  
our value

 à Enhancing the scale and quality of 
Metalloinvest’s business

 à Ensuring the sustainable development and 
increase in shareholder value over the longer 
term

Growing  
sales margins

 à Integrating advanced solutions to add value 
to our core iron ore products (concentrate 
and pellets)

 à Expanding our presence in the global 
market of high-grade metallised products, 
particularly HBI

 à Strengthening our position in the high-quality 
rolled steel market

Increasing  
investment appeal

 à Improving transparency
 à Ensuring financial stability 
 à Successfully implementing the strategy, ensuring 
efficiency of business processes and adherence 
to high standards of corporate governance

Improving operational and 
management efficiency

 à Focusing on the efficient development of existing 
iron ore deposits

 à Reducing the cost of mining and processing 
operations

 à Optimising existing processes and integrating new 
technologies

 à Further strengthening customer focus
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Long-term strategy continued

Strategy Implementation in 2017

Increasing our value

Enhancing the scale and quality of our business 

In 2017, Metalloinvest has implemented comprehensive development programmes for all controlled entities, providing initiatives in 
investment, organisation, management, and marketing. Key investment and technical areas of our comprehensive programmes are 
as follows:

Growing sales margins

Expanding our presence in the global metallised raw 
materials market 

HBI-3 Plant at Lebedinsky GOK has been commissioned fully 
in line with the Company’s strategy to reinforce its position as 
a global leader in merchant hot briquetted iron production. A 
further increase in the demand for metallised raw materials will 
reinforce our position in the market, driven by:

 à a higher proportion of EAF steel production in steel output
 à stricter requirements on environmental footprint and 
product quality

 à deterioration in scrap quality, the demand for which will 
grow

TARGET PROJECTS

 à Completion of the construction of the third hot briquetted 
iron plant (HBI-3 Plant) at Lebedinsky GOK

Strengthening our position in the high-grade rolled 
steel market 

In pursuing our strategy to boost output and enhance the 
quality of our high value-added products, Metalloinvest 
places a strong emphasis on expanding the production 
capacity at OEMK and Ural Steel. In particular, 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, replacing the 
hydraulic descaling unit, and expanding its warehousing and 
logistics operations. In addition, Ural Steel is upgrading its 
heat treatment furnaces and installing a quenching press at its 
Rolling Mill 2800.

TARGET PROJECTS

 à Installation of a reduction and calibration section at OEMK 
Rolling Mill 350’s mid-size production line

 à Construction of the Roller Treatment Furnace #1 and Heat 
Treatment Machine #1 Complex at Ural Steel

 à Upgrade of Continuous Casting Machine #1 and the 
vacuum degasser at Ural Steel

AT LEBEDINSKY GOK: 

 à Increasing our annual output of merchant HBI to above 5.1 
million tonnes by upgrading HBI-1, HBI-2, and HBI-3 plants 
during scheduled repairs; enhancing quality and value-
in-use of HBI

 à Increasing production capacity of existing pellet plants to 
above 9.5 million tonnes per annum

 à Increasing production capacity of beneficiation plants to 
above 23 million tonnes of iron ore concentrate per annum

 à Ensuring long-term production stability and reducing 
production costs by integrating and further upgrading our 
continuous cycle ore mining technology for the open-pit 
mine

AT MIKHAILOVSKY GOK:

 à Upgrading pellet plants and achieving an annual output of 
iron ore pellets above 16 million tonnes

 à Increasing production capacity of our crushing and 
beneficiation plants with annual output of above 17 million 
tonnes of iron ore concentrate

 à Launching fine screening to increase the quality of 
merchant iron ore concentrate 

 à Reducing production costs by adopting crushing and 
conveyor solutions for the open-pit mine and streamlining 
our process flow with advanced beneficiation technologies

AT OEMK:

 à Reinforcing Metalloinvest’s position in the special bar 
quality (SBQ) segment through construction of heat 
treatment facilities for rolled products

 à Expanding the grade and size range of our products
 à Reducing production costs by streamlining processes at 
each stage

AT URAL STEEL:

 à Upgrading our coke oven facilities to utilise 95% of the iron 
ore pellets from Metalloinvest’s mining entities

 à Upgrading our electric arc furnace (EAF) facilities by 
adopting advanced flexible modular furnace technology to 
boost the consumption of hot metal in the charge to 85% 
with zero power and electrode consumption

Ensuring the sustainable development and growth of shareholder value over the longer term 

AGILITY IN RESPONDING TO CHANGES IN THE INTERNAL AND EXTERNAL ENVIRONMENT

In 2017, Metalloinvest continued to develop its corporate risk management system. The Company launched frameworks to 
categorise potential risk events, issuing guidelines and policies to regulate these processes. Metalloinvest is also introducing risk 
response procedures and implementing quantitative assessments of potential damage.

For more details,  
see page 32

For more details,  
see page 34

Erik Koebe
President, JSC Credit Agricole CIB 

Metalloinvest has been a long-standing partner and one of Credit 
Agricole CIB’s key clients in Russia for many years. Our Bank participated 
in a number of significant financing transactions aimed at supporting 
Metalloinvest’s investment projects helping the Company to achieve its 
strategic goals. Notably, we provided financing the successful launch of 
the third HBI production facility at Lebedinsky GOK (HBI-3 Plant) in July 
2017 – a landmark project in the industry. Credit Agricole also took part in 
the recent pre-export finance facilities signed in June 2017 and January 
2018. We look forward to new opportunities to strengthen our partnership 
with Metalloinvest, supporting the Company as it realises its new projects 
and continues its development.
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Long-term strategy continued

Improving operational and management efficiency

Focusing on the efficient development of existing iron 
ore deposits 

Metalloinvest develops deposits with 14.1 billion tonnes1  of proven 
iron ore reserves under JORC standards, which guarantees 
approximately 140 years of reserve life at current production levels.

The Company’s capex projects, aimed at enhancing iron ore 
deposits development, include the construction of conveyor facilities 
at Lebedinsky and Mikhailovsky GOKs.

TARGET PROJECTS

 à Integration of continuous cycle ore mining technology  
at Lebedinsky GOK’s open-pit mine

 à Construction of a crushing and conveyor facility  
at Mikhailovsky GOK

 à Technical upgrade of the mining vehicle fleet  
at Lebedinsky GOK and Mikhailovsky GOK 

For more details, see  
section “Key Projects” on page 31

 
Lower production costs
HBI/DRI and pellet production costs at Metalloinvest’s 
enterprises are significantly lower than those of the Company’s 
global peers.
Main factors supporting low pellet and HBI/DRI production 
costs at Metalloinvest’s enterprises are as follows:

 à Availability of a substantial and high-quality resource base
 à In-house mine development
 à Use of low-cost magnetic separation as the primary method 
of iron ore beneficiation

 à Zero operational costs for shipping iron ore concentrate from 
Lebedinsky GOK to OEMK via a slurry pipeline spanning 26 
kilometres

 à Energy-efficient production technologies
 à Availability of essential transportation infrastructure, such 
as railways and roads, and relatively cheap energy sources, 
such as natural gas and electricity

TARGET PROJECTS

 à Expansion of the pelletisation plant at Mikhailovsky GOK
 à Expansion of the external power supply network at 
Lebedinsky GOK

For more details, see  
section “Key Projects” on page 31

Optimising existing processes and integrating new 
technologies 
INCREASING EFFICIENCY AND PRODUCTIVITY, INCLUDING 
THROUGH BUSINESS PROCESS AUTOMATION
The Company is implementing an ERP-based planning and 
management system for increasing the overall efficiency of 
interrelated management processes, transitioning to a rolling 
planning framework, and enabling partners and customers  
to track their orders and deliveries online.

BUILDING AN OPTIMAL STRUCTURE DIVIDING ROLES  
AND RESPONSIBILITIES

To improve business units performance, Metalloinvest is 
creating a shared centre for repair planning and control. The 
centre will streamline repair services, standardise planning 
and repair processes, and establish a unified repair schedule 
coordination system. Going forward, we plan to unify the 
technologies and equipment used across our operations.

FURTHER STRENGTHENING CUSTOMER FOCUS

Within the Company’s initiative to become more customer-centric, 
Metalloinvest is working to enhance its customer service and 
optimise its customer relations policy. In particular, the Company is 
taking steps to adopt CRM systems and global pricing practices, 
develop uniform customer service standards, streamline its 
supply chain, and design advanced financial guarantees. For 
many years, Metalloinvest has been holding regular coordination 
councils involving representatives of key corporate customers. 
Coordination councils held in 2017 involved JSC OMK, PJSC 
KAMAZ, PJSC TMK, PJSC ChelPipe, and JSCo RZD (Russian 
Railways).

In March 2018, Metalloinvest launched an online, electronic 
product catalogue: products.metalloinvest.com. The catalogue 
provides detailed information on the most popular items 
from the Company’s product range. The detailed list of 
commercial offerings provides our prospective customers with 
a comprehensive overview of our products’ benefits, including 
sizes, chemical composition, mechanical properties, and 
minimum order volume. Prospective customers can also order our 
products online by submitting a request to the sales team via the 
catalogue’s website.

For more details, see  
section “Business Efficiency ” on page 40

1 The Company data recalculated as at 1 January 2018 based on Mineral 
Expert’s Report prepared by IMC Group Consulting Ltd. in 2010.

Key Projects

Metalloinvest’s capex totalled USD 489 million in 2017, up by 68.6% year-on-year and driven by a 
number of expansion projects.

Major Capex Projects

Mining Segment
LEBEDINSKY GOK

 à Construction of the third hot briquetted iron plant (HBI-3 
Plant)

 à Deployment of continuous cycle ore mining technology at 
the open-pit mine

 à Expansion of the external power supply network

MIKHAILOVSKY GOK

 à Construction of a crushing and conveyor facility
 à Construction of a concentrate intake facility

Steel Segment
OEMK

 à Re-equipment of DRI Plant #2, involving the replacement 
of the reformer tubes and construction of a pellet intake 
section

 à Installation of a reduction and calibration section at Rolling 
Mill 350’s mid-size production line

 à Construction of a heat treatment facility for hot-rolled steel 

URAL STEEL

 à Construction of the Roller Treatment Furnace #1 and Heat 
Treatment Machine #1 

 à Complex Upgrade of Continuous Casting Machine #1 and 
the vacuum degasser

 à Construction of medium pressure boilers for the thermal 
power plant

 à Upgrade of Blast Furnace #2

Stephen C. Montague
President & CEO, Midrex Technologies, Inc. 

Congratulations to Metalloinvest’s Lebedinsky GOK, for its HBI-3 Plant 
project winning the ‘Main Event in the Russian Steel Industry 2017’ 
competition, as well as the prize for ’Investment Project of the Year‘ at the 
Russian Mining Excellence Awards 2017.  The HBI-3 Plant at Lebedinsky 
GOK is the latest successful venture in the longstanding relationship 
between Metalloinvest and Midrex, that includes four DRI modules at 
OEMK’s electric arc furnace (EAF) steelmaking facility, and HBI-2 Plant at 
Lebedinsky GOK.
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Key projects continued

Mining Segment

Comprehensive 
development 
programmes

In 2017, the Company’s Board of 
Directors approved the launch 
of comprehensive Development 
Programmes for mining assets to achieve 
the Company’s key strategic goals.

The comprehensive Development 
Programme for Lebedinsky GOK involves 
the development of beneficiation and 
pelletisation plants, as well as HBI-1, 
HBI-2, and HBI-3 Plants. The Programme 
aims to boost the output of concentrate, 
pellets and HBI, while raising the 
products quality to a premium level and 
cutting operating expenses.

The comprehensive Development 
Programme for Mikhailovsky GOK 
includes initiatives improving the quality 
of iron ore concentrate and expanding 
the crushing and beneficiation plant, and 
pelletisation plant. The Programme is 
designed to both boost the output and 
improve the quality of iron ore products.

In early 2018, the Company approved key 
technical solutions for its comprehensive 
Development Programmes for 
Lebedinsky GOK and Mikhailovsky 
GOK, which will determine the scope of 
activities, budgets, schedules, and key 
performance indicators (KPIs).

Boosting our HBI 
market position

Construction of HBI-3 Plant at 
Lebedinsky GOK
In July 2017, Lebedinsky GOK 
commissioned its third hot briquetted 
iron plant (HBI-3 Plant), the largest 
HBI production facility in Russia and 
one of the biggest in the world. The 
plant will help Metalloinvest meet the 
rising demand from steel producers for 
premium metallised raw materials and 
consolidate its leadership in the merchant 
HBI market.

The project was implemented by a 
consortium of Primetals Technologies 
and Midrex Technologies (contract 
signed in 2012) and Gipromez, a Russian 
design company, part of Metalloinvest. 
Construction, assembly, and equipment 
installation was carried out by Rudstroy, 
also part of Metalloinvest.

HBI-3 Plant has a design capacity  
of 1.8 million tonnes of HBI per year.  
It increased the Company’s HBI annual 
production capabilities to 4.5 million 
tonnes.

The project involved upgrading 
existing process flows, including those 
for beneficiation and pelletisation. 
The launch of fine screening at the 
concentrate production stage has 
enabled the Company to bring new 
products to market, including high-grade 
concentrate with an iron content of over 
70% and high basicity iron ore pellets 
with an iron content of 65.8%, while 
the upgrades and renovations made to 
our pellet plants boosted production 
efficiency and iron ore pellet output.

The project will be fully completed in 
2018, including the upgrade of the 
beneficiation and pelletisation plants.

The total investment in the project was 
over USD 660 million, and over 400 new 
high-skilled jobs have been created at 
HBI-3 Plant.

Strengthening our 
market position 
in the high value-
added iron ore 
products 

Construction of a concentrate intake 
facility at Mikhailovsky GOK
In 2016, Mikhailovsky GOK began the 
construction of a concentrate intake 
facility to meet the growing demand for 
high-quality iron ore products from both 
Russian and international producers. 

The project ensures the prompt 
redistribution of inventory flows within 
the Company, balanced utilisation of its 
production capacity, increased flexibility 
in responding to market needs, and the 
incremental production of our high value-
added products offered to customers 
while retaining the Company’s traditional 
iron ore concentrate sales markets.

The project was completed in 2018. 

Efficient 
development  
of iron ore reserves

Continuous cycle mining facilities 
construction at Lebedinsky GOK’s 
open-pit mine
In 2015, Lebedinsky GOK launched a 
project to introduce a a continuous cycle 
and transportation system for iron ore . 
In 2017, the Company signed contracts 
with its selected equipment developer 
and supplier. The first basic and detailed 
engineering stage has already been 
completed.

The new continuous cycle transportation 
system and infrastructure will reduce 
ore production and transportation costs 
by transporting mined materials more 
efficiently, thereby reducing the number 
of mining vehicles and addressing the 
issue of maintaining production capacity 
of the non-oxidised quartzite open-pit 
mine. Once the mining facilities are 
completed, over 80% of ore, already 
crushed, will be transported from the 
open-pit mine to the beneficiation plant 
without the use of rail or transshipment 
by excavators at this processing stage.

The project is scheduled to be completed 
in 2020.

Construction of a crushing and 
conveyor facility at Mikhailovsky 
GOK’s open-pit mine
In 2017, Metalloinvest continued the 
construction of its crushing and conveyor 
facility at Mikhailovsky GOK’s open-pit 
mine. Two phases of the facility have 
been planned for construction, one each 
at the south-eastern (Phase 1) and north-
eastern (Phase 2) edges of the open pit.

The facilities will help reduce production 
costs, achieve long-term magnetite 
concentrate production targets while 
ensuring a requisite quality, decrease the 
stripping ratio, improve railway transport 
performance, reduce the number of 
mining vehicles and loading devices, 
and commence the development of 
previously inaccessible ore reserves to 
provide an industry-leading ore charge 
makeup.

In 2017, the project was updated and the 
contract resumed with the equipment 
supplier for Phase 1 of the crushing and 
conveyor facility. 

Phase 1 is set to be commissioned in 
2020, and Phase 2 in 2022.

Enhanced energy 
security and power 
supply reliability

External power supply network 
expansion at Lebedinsky GOK
Development of the external power network 
will provide a reliable and efficient power 
supply for the plant’s growing production 
capacity.

A stage-by-stage project delivery will help 
synchronise the launch of new production 
and generating capacities while optimising 
resource utilisation.

The project includes the construction of 
110 kV Main Step-Down Substation #7 – its 
busbars consolidate the electrical capacity 
of three regional master substations; the 
reconstruction of the existing 110 kV power 
lines for balanced power load distribution; 
the construction of two new 110 kV power 
lines; and the reconstruction of the existing 
Lebedi-330 substation.

The active stage of construction and 
installation operations and equipment 
supplies continued throughout 2017, and 
the first start-up facility is scheduled for 
launch in 2018.

Technical upgrade 
projects

The mining vehicle fleet was upgraded and 
renewed in 2017, with 30 dump cars, six 
220 tonne haul trucks, and an excavator 
with a bucket capacity of 18 cu m delivered 
to Lebedinsky GOK. 

Mikhailovsky GOK’s mining transportation 
division was boosted by the acquisition of 
four NP-1 locomotives complete with dump 
cars, along with five 130-tonne haul trucks, 
an EKG-15M excavator, and two SBSh 250 
MNA drilling machines.
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Key projects continued

Steel Segment

Comprehensive 
development 
programmes

OEMK’s comprehensive Development 
Programme aims to reinforce 
Metalloinvest’s position in the high-margin 
value-added rolled steel products market 
by improving production processes and 
expanding the grade and size range, as 
well as by enhancing the Company’s 
customer-centric approach, expanding 
relations with existing SBQ consumers, 
and attracting new strategic partners.

The programme for reorganising Ural 
Steel operations is designed to enhance 
operational and management efficiency 
by upgrading the blast furnace and 
steelmaking technologies currently used 
while reducing resource consumption 
rates, boosting productivity, and cutting 
steel production costs.

Approved by the Board of Directors, 
the comprehensive OEMK and Ural 
Steel programmes have been actively 
implemented since 2017.

Boosting customer-
centricity and 
maximising steel 
segment profitability

Installation of a reduction and 
calibration section at OEMK Rolling 
Mill 350’s mid-size production line
In 2017, OEMK commissioned a reduction 
and calibration section at Rolling Mill 
350’s mid-size production line. The new 
unit will improve the quality and properties 
of OEMK’s rolled steel (particularly SBQ 
bars), reduce metal losses from turning, 
and boost production both at Rolling Mill 
350 and the finishing shop.

SMS group GmbH (Germany) was 
contracted as an equipment supplier and 
service provider, while the Metalloinvest 
subsidiary Gipromez was commissioned 
to provide design and estimate 
documents.

The focus on mid-size production is 
driven by a higher demand for these 
products in the Company’s key sales 
markets.

Construction of a facility for heat 
treating hot-rolled products with a 
capacity of 70 thousand tonnes per 
year at OEMK
The project is part of the SBQ production 
and sales development programme and 
is aimed at boosting the existing capacity 
of OEMK’s facility for heat treated rolled 
steel products, improving product quality 
and customer-centricity while shifting 
the product mix towards higher margin 
priority products.

A contractor was selected in 2017 to 
supply equipment for two furnaces, and 
design work commenced.

The first furnace is set to be 
commissioned in 2019, and the second 
in 2020.

Construction of the Roller Treatment 
Furnace #1 and Heat Treatment 
Machine #1 Complex at Ural Steel 
The project provides for the replacement 
of worn-out and obsolete equipment of 
the roller hearth heat treatment furnace 
and quenching press. This facility will help 
the Company retain its position in the 
heat-treated rolled steel market, increase 
the proportion of high-grade rolled steel in 
its total output, and ensure stability in the 
mechanical properties of its heat-treated 

rolled steel by improving heating 
conditions in the new furnace and cooling 
conditions in the new quenching press.

Construction and installation work has 
begun for the supporting facilities, with 
Mosgipromez developing the project’s 
design and estimate documents in 2017 
and LOI Thermprocess GmbH supplying 
the necessary process equipment.

Approximately RUB 1.5 billion is planned 
to be invested in the project. 

The project is scheduled for completion 
in 2018.

Upgrade of CCM #1 and the vacuum 
degasser at Ural Steel
Upgrades of Continuous Casting Machine 
#1 and the vacuum degasser are aimed 
at expanding Metalloinvest’s footprint 
in the Russian and CIS steel market, 
enhancing the Company’s customer-
centric approach, and shifting its product 
mix towards higher margin priority 
products, such as rail blooms and railway 
wheel billets, while diversifying production 
capabilities and improving the overall 
performance of Ural Steel.

The upgraded CCM #1 was 
commissioned in 2017, and equipment 
for the project was supplied by SMS 
Concast AG. Over RUB 700 million has 
been invested in the project.

As a result of the upgrade, CCM #1 can 
now produce round railway wheel billets 
of 455 mm in diameter and 300 x 330 
mm rail blooms. The Company began 
shipments of wheel billets to Vyksa Steel 
Works (part of OMK) and rail blooms 
to Aktobe Rail and Section Works, 
Kazakhstan, following the launch of the 
continuous casting machine in 2017.

The vacuum degasser upgrade was 
completed in early 2018. The unit’s output 
has been increased by 1.5 times to 1.8 
million tonnes per year. Approximately 
RUB 230 billion was invested in the 
project. The equipment was supplied 
by the Italian company Danieli. The 
upgraded vacuum degasser provides for 
incremental production of treated steel 
and hence increases the output of steel 
products.

Increased steel 
segment efficiency

Re-equipment of DRI Plant 
#2, involving reformer tubes 
replacement and pellet intake 
section construction at OEMK
An overhaul of DRI Plant #2 was 
completed in 2017. As a result, its hourly 
output rose from 88 tonnes to 110 tonnes. 
The increased capacity of DRI Plant #2 
will add almost 200 thousand tonnes in 
DRI output per year.

The project focuses on enhancing 
Metalloinvest’s steel segment efficiency 
through a more intensive utilisation of the 
Company’s own iron ore feedstock in the 
production of high value-added products.

Blast Furnace #2 upgrade at Ural 
Steel
As part of Ural Steel’s comprehensive 
Development Programme, pellets will 
be used in metallic charge for the blast 
furnace.

A competitive analysis of potential 
suppliers for core process equipment was 
completed in 2017. 

Blast Furnace #2 is scheduled to be 
commissioned in 2019.

Technical upgrade 
projects

As part of the steel segment’s production 
programme, the Company purchased 
mill rolls for OEMK and Ural Steel and 
upgraded the capital assets, machinery 
and equipment of its scrap enterprises.

Additionally, Ural Steel launched a 
major infrastructure project in 2017, 
Construction of Medium Pressure Boilers 
for the Thermal Power Plant, to replace its 
worn-out boilers, ensure stable operation 
of the thermal power plant’s equipment, 
and manage its secondary energy 
resources (blast furnace and coking 
gases). 

The project is scheduled for completion 
in 2020.

Dmitry Paryshev
General Director, CJSC Kurganstalmost

We have been partners with Metalloinvest since our company was 
founded. We can safely say that all our major projects, from Russia’s Far 
East to Kaliningrad, are built in close cooperation with Metalloinvest, and 
specifically, Ural Steel.

From bridges and facilities built in Vladivostok for the Asia-Pacific 
Economic Cooperation (APEC) Russia 2012 summit, to dozens of 
Olympic facilities in Sochi, to the 2018 FIFA World Cup stadiums – all our 
strategic construction projects in Russia would have been impossible 
without Kurganstalmost’s metalwork manufactured from Ural Steel’s rolled 
steel.

The most important thing is that we will continue to rely on Metalloinvest’s 
companies in the future and seek to enhance our cooperation for the 
benefit of our companies and all of Russia.
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Research  
and Development

Metalloinvest’s R&D activities help 
consolidate and unlock the research 
and production potential of its 
enterprises.

Our research and development, 
design and experimental, as well 
as engineering efforts are mainly 
focused on:

 àidentifying strategic development 
areas, such as improved product 
quality, deepened integration 
and enhanced performance of 
operations, and development of 
new products and assessment of 
their performance

 àaddressing R&D challenges 
related to the environmental and 
occupational safety within the 
Company’s operations 

 àraising production efficiency 
through improved equipment 
and process units, automated 
processes, higher equipment 
productivity, and streamlined 
costs

R&D, feasibility studies, and 
production-related science 
and technology services in 
2017

Topic 1 
Strategic development

 à Pilot tests conducted on input ore charge and iron ore concentrate at 
high-pressure rollers showed that rollers are highly efficient in increasing 
the specific surface area of concentrate

 à An automated system has been designed and commissioned to measure 
the actual level of metal and the thickness of the mould flux layer in the 
mould

 à Laboratory tests have demonstrated that multi-metal ores from the 
Novokievskoye deposit can be used to reduce nickel consumption in 
steelmaking; pilot tests have been planned

Topic 2 
Environment and occupational 
safety

 à Reports on the Olkhovatka water intake project have been 
received from experts, and disease control and prevention 
authorities

 à Technical projects for underground water resource 
development at the existing water intake facilities of JSC 
Lebedinsky GOK have been completed to meet the 
requirements of the Federal Law On Subsoil Resources

 à A draft version of standards for the maximum allowable 
emissions of pollutants has been prepared for PJSC 
Mikhailovsky GOK, and a license for harmful (pollutant) 
emissions was obtained for the period between 25 January 
2018 to 23 January 2025

 à An approval of standards for waste volume and disposal 
limits has been obtained for PJSC Mikhailovsky GOK for 
the period between 15 May 2017 and 15 May 2022

 à An integrated system has been proposed to monitor the 
condition of loose rock in waste dumps from stripping 
operations so as to obtain reliable information on rock 
strains in critical areas to forecast and prevent deformation 
processes during the use of loose rock waste dumps

Topic 3 
Production efficiency 
improvements

 à An industrial prototype of a diagnostic trolley has been 
received to monitor compliance with temperature and 
timing requirements for the heat treatment of iron ore 
pellets

 à Construction materials have continued to be selected 
for the fabrication of armour plates and grates at JSC 
Lebedinsky GOK’s semi-autogenous grinding mills

 à Engineering solutions have been designed and 
implemented to increase the durability of continuous 
casting machine (CCM) rollers, thereby doubling the period 
of time between repairs
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Research and Development continued

Key Achievements in R&D and Product Range Expansion Cooperation with Research and Engineering Centres

LEBEDINSKY GOK 

 à Shipments of high-quality iron ore concentrate with 
anincreased iron content and lowered silicon content have 
been expanded

 à The current industrial prototype of a diagnostic trolley 
monitors compliance with the temperature and timing 
requirements to the heat treatment of pellets to stabilise 
iron ore pellet quality and supply consumers with 
highquality iron ore products

MIKHAILOVSKY GOK

 à The commissioning of the intake unit for additionally 
beneficiated high-quality concentrate at Lebedinsky 
GOK has enabled the Company to launch commercial 
production of an expanded range of iron ore pellets, 
including fluxed and non-fluxed pellets with the required 
base-to-acid ratio

 à The Company continued developing an efficient 
technology that ensures comprehensive processing of 
mineral feedstock with complex compositions from the 
Mikhailovsky deposit and re-extraction of the target mineral 
from hard-to-process ores 

 à Geological mapping of oxidised ferruginous quartzite 
(FQ) deposits has been conducted. A block model of FQ 
process grades beneficiated using a streamlined process 
flow has been built

 à R&D activities have been intensified to increase the 
competitiveness of iron ore products by reducing the 
content of silicon oxide in the finished product

OEMK

 à Research is being conducted to develop algorithms 
streamlining the production process for metallised 
products

 à The Company is expanding its product line through 
additional sections and sizes, developing new steel 
grades, and improving heat treatment parameters for rolled 
products. A total of 39 new steel grades were developed 
in 2017

 à Research is also being conducted to improve steel 
quality and the efficiency of using equipment parts and 
assemblies

 à Metalloinvest introduced a system measuring the actual 
level of metal and thickness of the mould flux layer in the 
CCM’s mould – the first of its kind in Russia

URAL STEEL

 à Ural Steel’s R&D efforts are focused on the ongoing 
development and implementation of improved heat 
treatment methods for rolled products and other high-
potential areas, engaging both in-house Ural Steel experts 
as well as external research experts

 à New grades of flat-rolled steel have been designed, 
including through the Company’s cooperation with PJSC 
ChelPipe

 à The scope of certification of flat-rolled steel fabricated 
under the supervision of the Russian Maritime Registry of 
Shipping has been expanded

 à The plant is introducing new types of products, such as rail 
blooms for Aktobe Rail and Section Works, Kazakhstan, 
and railway wheel billets for Vyksa Steel Works

Given the scale and complexity of its processes, Metalloinvest 
cooperates with major research and expert institutions, 
research universities, and research and industrial enterprises.

Metalloinvest cooperated with a number of Russian R&D 
institutions and universities in 2017, including:  

 à LLC NPVP TOREX (Yekaterinburg, part of Metalloinvest) 
 à Stary Oskol branch of the National University of Science 
and Technology MISiS (Stary Oskol) 

 à LLC MIPT Centre for Engineering and Technology of Hard-
to-Recover Reserves (Moscow) 

 à I.P. Bardin Central Research Institute for Ferrous Metallurgy 
(Moscow) 

 à OJSC VIOGEM (Belgorod) 
 à Novotroitsk branch of the National University of Science 
and Technology MISiS (Novotroitsk) 

 à LLC City Institution for Designing Metallurgical Plants 
(Moscow, part of Metalloinvest) 

 à Mosty Research Centre (Moscow) 
 à JSC VUKHIN (Yekaterinburg) 
 à CJSC KORAD (Moscow) 
 à ENGINEERING DOBERSEK GmbH (Germany)

LLC NPVP TOREX is a priority partner of Metalloinvest in 
carrying out R&D projects, providing R&D services for existing 
operations and implementing innovative projects.

In collaboration with mining plant specialists, NPVP TOREX 
launched extensive research in 2017 to design new binding 
and flux strengthening additives that reduce silicone dioxide in 
finished products while retaining high metallurgic properties in 
iron ore products. 

OEMK and Ugarov Stary Oskol Technological Institute (a 
Stary Oskol branch of the National University of Science and 
Technology MISiS) have begun establishing a steelmaking 
laboratory at OEMK. The lab launch will enable Metalloinvest 
to reduce the costs and speed up the development of new 
high-quality steel grades.

The laboratory’s core facility will be a vacuum induction 
furnace with a maximum load of 60 kg, which will enable 
small-batch pilot melting currently impracticable in OEMK’s 
150-tonne furnaces. The first test melt has already been 
carried out in the new furnace.

The steelmaking laboratory’s environment provides for the 
production of special steels and complex alloys. Vacuum 
treatment removes hydrogen, oxygen, and nitrogen impurities, 
as well as base metal micro-impurities to produce high-purity 
metal which meets the requirements for specialty steels.

During 2017, 32 research projects commissioned by 
Metalloinvest were completed, and another 22 close to 
completion.
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Improving  
Business Efficiency

Industry 4.0 Programme 

Metalloinvest launched its Industry 4.0 comprehensive business 
transformation programme in 2016. The Programme is focused 
on improving the efficiency of the Company’s business 
processes, reducing operational man-hours, increasing the 
accuracy of planning and improving follow-up control, as well as 
maintaining transparent accounting and timely decision making.

The Programme includes three projects:  
 à Creating an integrated financial and business management 
system, including the development of guidelines on 
budgeting and consolidating IFRS statements

 à Setting up a Multifunctional Shared Services Centre 
 à Developing methodology for strategic corporate KPIs

Andrey Varichev, CEO of Management Company Metalloinvest, 
is the Chairman of the programme’s Governing Board and 
personally supervises its implementation.

The integrated financial and business management system 
uses solutions developed by SAP to create a shared information 
space for all of Metalloinvest’s enterprises based on uniform 
rules and standards. The system covers almost all business 
processes and management levels of the Company enabling 
faster and more efficient management decision making, 
streamlined information sharing between the business units and 
accelerated reporting.

The system design stage was completed in mid-2017. The team 
was strengthened and the project office developed, a capability 
and support centre was established, and Accenture selected as 
the key contractor for the implementation stage. The Board of 
Directors approved the high-level programme and determined 
the key stages of the system rollout, which is to be carried out 
in two waves: at Lebedinsky GOK and Mikhailovsky GOK in 
mid-2018 and at OEMK and Ural Steel in mid-2019.

To enhance its management system, Metalloinvest developed 
business model transformation KPIs, which summarised targets 
for the integrated management system and a set of related 
projects. These were approved by the Board of Directors in late 
2017.

The additional projects launched in 2017 to enhance the 
functionality of the integrated management system include:

 à Volumetric Planning
 à Customer Relationship Management (CRM)
 à Scheduling
 à Supplier Relationship Management (SRM)
 à Mobile Maintenance and Repairs Management

As part of updating functional strategies, the Company has 
launched a number of related projects, such as:

 à drafting an IT strategy and enhancing internal integration 
processes, including Manufacturing Execution Systems 
(MES) integration, developing an automated process control 
system and integrating it with Enterprise Resource Planning 
(ERP) and MES 

 à enhancing core functions, executing repair services 
reorganisation strategy, transforming the functional strategy 
and operating models of sales and procurement

The multifunctional shared services centre consolidates 
standard processes for all Metalloinvest’s enterprises. The 
shared services centre will provide five functional services:

 à Accounting
 à Tax accounting
 à HR management
 à Procurement 
 à Payment factory

The multifunctional shared services centre operates as  
a separate subsidiary, LLC Metalloinvest Corporate Service, 
based in Stary Oskol, which was selected due to its proximity  
to three of the Company’s enterprises as well as the accessibility 
of infrastructure and skilled personnel.

The shared services centre started operations in January 
2017, with accounting, tax accounting, and HR management 
personnel transferred there to provide shared services.  
The Company also opened regional customer service offices 
(front offices) and developed feedback collection tools such  
as questionnaires, customer feedback forms, and a hotline.

Regional Metalloinvest Corporate Service teams were 
transferred to a single location in Stary Oskol in July 2017  
after the renovation of a state-of-the art six-floor office with  
over 700 modern workstations.

The processes used to consolidate and analyse the man-hours 
of the shared services centre personnel, as well as to develop 
and disseminate the report on scanned documents, were 
automated in September 2017.

The accounting and tax accounting front offices at OEMK, 
Mikhailovsky GOK, and Ural Steel were fully centralised in 
December 2017, and an automated man-hour accounting 
system was introduced.

Production System

The proprietary Production System has been under 
development at Metalloinvest’s enterprises since 2016. 

The system operates on a lean basis and aims to improve 
the Company’s competitive edge through implementing 
international and domestic best practices. This is not a new 
project – the Company had been successfully implementing 
its Operational Efficiency Improvement Programme for several 
years and decided to make these efforts even more consistent 
in 2016.

The Production System development at each of the four plants 
was launched by selecting two priority pilot sites to introduce 
lean tools and test new labour management methods.
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Improving business efficiency continued

The first Production System tools introduced at Metalloinvest’s 
enterprises were:

 à Factory of Ideas
 à Visual management and 5S
 à Process mapping
 à Standardised operations

Factory of Ideas
Factory of Ideas is one of the tools underpinning Metalloinvest’s 
Production System, covering all units at all of the Company’s 
enterprises and aiming to boost employee involvement in the 
process of continuous improvement. Launched in September 
2017, the deployment of the Factory included developing a 
prompt improvement proposal review and objective assessment 
system, as well as a fundamentally new financial incentive 
structure for those involved.

All of the proposed ideas are sorted into three groups by type 
and level of economic benefit. Each group has its own financial 
incentive scheme:

Group A – proposals to improve workplace management, 
working conditions, ergonomics, and safety.

Group B – useful engineering or organisational ideas with minor 
economic benefit

Group C – any ideas with substantial benefit confirmed by the 
Finance Department.

Payout to the creator (or team of creators) may vary by type of 
idea from RUB 3,000 to RUB 1.2 million per year.

The Factory of Ideas proved to be highly efficient in the three 
months of 2017, with plant employees having submitted 
1,874 proposals on cutting costs, improving equipment 
productivity, and enhancing production culture, ergonomics, 
and occupational safety. Most of the ideas were vetted by 
on-site technical panels and approved for implementation. The 
aggregate economic benefit from the implemented activities 
totalled approximately RUB 1.3 billion in 2017.

Factory of Ideas efficiency (October – December 2017)
Total ideas submitted Economic benefit, RUB million

Lebedinsky GOK 379 348

Mikhailovsky GOK 815 222

OEMK 235 147

Ural Steel 445 573

TOTAL 1,874 1,290

Operational improvement programme activities  
using process mapping 

Economic benefit  
in 2017, RUB million

Lebedinsky 
GOK

Reduced repair and renovation time at 
Pellet Plant #3

36.27

Lebedinsky 
GOK

Reduced Pellet Plant #3 overhaul time at 
the pelletisation plant

14.344

Mikhailovsky 
GOK

Reduced standard replacement time for 
crushing and beneficiation plant mills

21.53

Mikhailovsky 
GOK

Reduced preventive maintenance time 
for technological section

13.09

OEMK Reduced downtime at Rolling Mill 350’s 
small-size production line through faster 

stand change

14.08

Ural Steel Increased productivity of Rolling Mill 
2800 in producing flat products with a 

thickness of up to 16 mm from 190 mm 
thick slabs (with finished product size 

2–5 times the starting slab size)

247.25

Ural Steel Increased productivity of continuous 
casting machine #2 through reduced 

cold repair times

9.57

Ural Steel Installation of a hoisting system for test 
plate storage

7.38

TOTAL 363.5

5S
5S is a system designed to optimise workspace management 
– it is a guided process of organising and maintaining efficient 
and comfortable workplaces. 5S has a positive effect on labour 
productivity and performance by decreasing labour intensity, 
freeing up storage and production capacity, and providing 
smarter workplaces and production areas.

All plants have drawn up 5S deployment schedules for 2018 
for each of their key  facilities. In addition to encouraging 
employees to keep their workplaces in good condition, the 
plants will also arrange for continuous compliance monitoring 
by the management. The monitoring process implies regular 
check-ups of the various business units by managers of 
different levels, using special checklists, followed by uploading 
the resulting scores to the plants’ intranet portals.

Process mapping
Process mapping is a team activity visualising processes 
graphically as a chain of symbols, where each symbol denotes 
an individual action or operation. The resulting process map is 
then analysed for losses, bottlenecks, and optimisation potential 
for each individual operation. Ultimately, mapping enables 
the user to reduce the duration of operational processes and 
optimise resource utilisation.

In 2017, mapping efforts were focused on renovations. The 
Company also launched a number of projects focused 
on technology and equipment change-over. The very first 
mappings proved this tool to be highly efficient, with the 
economic benefit exceeding RUB 360 million.

Operations standardisation
Standardising operations in the 
Production System includes developing 
guidelines for the most efficient, effective, 
and safe ways of performing operating 
procedures, compiled in a simple 
and clear document, and following 
this standard and improving it on a 
continuous basis. 

Standard Operating Procedure (SOP) 
flowcharts are one such standard 
intended to be used by all employees. 
The best practitioners of a particular 
procedure are engaged to develop a 
relevant SOP flowchart. These experts 
are selected based exclusively on their 
skills, i.e. on how fast and well they 
perform the procedure while ensuring 
strict compliance with health and safety 
standards.

The other employees closely follow 
the expert performing the procedure 
and take note of the steps and their 
sequence and duration. The process is 
then carefully analysed, and following its 
discussion, the development procedure 
for a standard commences. The 
workflow is broken down into 10–15 
steps. All steps are recorded in a special 
template, accompanied with descriptions 
and photos. 

The first SOP flowcharts were developed 
at the pilot sites for the Production 
System deployment. These standards 
are planned for roll-out to other sites 
during 2018.

Effect of using mapping tools during the 
analysis of processes in 2017
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Strengthening  
Customer Focus

The Company regularly holds co-ordination councils jointly 
with its customers, which are a vital for its customer relations. 
In 2017, Metalloinvest held co-ordination councils  with JSC 
OMK, PJSC TMK, PJSC ChelPipe, JSC RZD, and PJC KAMAZ, 
among others. Current matters of cooperation, review of the 
results of past periods and  future plans are discussed at the 
meetings. Coordination councils also review the quality of 
products supplied to Metalloinvest customers, research results, 
and customer complaints (if any), as well as discuss customer 
feedback.

Metalloinvest takes various steps to receive feedback from its 
customers:

 à Annual surveys assessing customer satisfaction with the 
service and product quality. The surveys comply with 
the Quality Management System requirements of ISO: 
9001;16949

 à On-site customer interviews: conducting interviews with 
employees from various enterprises directly dealing with 
Metalloinvest products. The survey and interview results 
are essential for exploring and analysing processes in the 
markets in which the Company’s customers operate, as well 
as trends in providing services and in innovative changes 
in SBQ product ranges. The analysis aids Metalloinvest in 
adjusting its operating and sales policies

In 2017, the Company also made efforts to classify information 
on production and business processes required for the 
development of electronic document management and CRM 
applications, which is scheduled for commencement in 2018.

Metalloinvest specialists boost customer centricity through the 
following:

 à Arranging regular site visits for consumers of the Company’s 
products, visiting customer manufacturing facilities, and 
discussing product quality, logistics, and business matters 
with customers both in person and via telephone. Over 600 
face-to-face meetings with counterparties were held in 2017. 
 
In particular, visits to Lebedinsky GOK’s production sites 
were arranged for OTEKO, PJSC TMK, JSC Volzhsky Pipe 
Plant, and foreign partners – FLS (Switzerland), Mitsui & 
Co. Ltd and KOBE Steel Ltd (Japan), Global Steel Wire 
and Comsimet (Spain), Tosyali Holding (Turkey), KLASCO 
(Lithuania), GSG (Indonesia), Samsung C&T (Republic of 
Korea), and others. 
 
To observe the manufacturing processes at Ural Steel, the 
premises were visited by JSC VSW, PJSC ChelPipe, CJSC 
Voronezhstalmost, LLC Tyumenstalmost, and LLC Expatel; 
OEMK’s production facilities were visited by PJSC AVTOVAZ 
and PJSC Hydrosila. 
 
Metalloinvest also visits production facilities of the 
Company’s customers. Metalloinvest Management 
Company, OJSC Management Company EPK and OEMK 
together with Amsted Rail and Brenco visited Brenco’s 
production site in Petersburg, USA. The main purpose of the 
visit was to discuss the expansion of the supplied bearing 
grade steels range and agree restarting Amsted Rail’s 
approved supplier procedure for OEMK’s 8720 grade rolled 
steels of ≤ 120 mm. The visitors had a tour of the Brenco 
plant to observe the manufacturing process, and later 
discussed a prospective partnership in the current market 
environment.

 à Together with its customers, Metalloinvest regularly 
arranges joint visits to shipping and loading ports to monitor 
product quality and compliance with handling requirements. 
In 2017, employees of Lebedinsky GOK inspected cargos at 
the ports of Klaipeda and Novorossiysk

 à Arranging the logistics of shipments by practically all means 
of transport – motor, railway, and maritime (for sea delivery 
the Company uses vessels with a capacity of 3,000 to 
50,000 tonnes) –to meet consumer demands. Multimodal 
shipments could also be arranged upon the customer’s 
request

 à Attending industry conferences and exhibitions. In autumn 
2017, the Company participated in the international 
exhibition Metal Expo 2017, including in the roundtable 
discussion titled, “Current Trends of Rolled Steels Use in 
Bridge Construction”. Metalloinvest also attended NEVA 
2017, held in Saint Petersburg, the 14th international 
exhibition of shipbuilding, navigation, port operation, and 
on- and off-shore development. The main objective of 
attending the event was identifying new potential customers 
for Ural Steel’s rolled steel

Metalloinvest participated in an extended field meeting 
of the Rail Car Builders Association – the union of rolling 
stock manufacturers and users, and the Rail Car Building 
Subcommittee of Non-Commercial Partnership Union of 
Industries of Railway Equipment at the production facilities of 
LLC Ural Spring Plant (Beloretsk) in November 2017. Participants 
of the Conference of Spring Manufacturers for the Railway 
Industry shared their opinions on the quality and durability of rail 
car parts and discussed further partnership options for railway 
equipment and steel manufacturers. Metalloinvest also had an 
introductory tour of the state-of-the-art spring plant  . Following 
the meeting, OEMK agreed with Ural Spring Plant to increase 
order volumes through delivering pilot batches of rolled products 
for manufacturing ofnew types of springs, with subsequent 
increase of the order to commercial batches. 

Metalloinvest is a member of the International Iron Metallics 
Association (IIMA) and has a seat on the Association’s Board 
of Directors. The Association is comprised of companies 
specialising in the manufacturing and use of metal resources 
for steelmaking and casting, and conducts research, develops 
analytics, and is a major platform for networking and interaction 
between steel producers and consumers. The Association 
holds biannual conferences to discuss the most important 
matters relating to the industry development and the market 
environment.

Developing customer service and optimising the customer relations 
policy are the essential drivers of the Company’s business performance.

Alexander Kopetsky
Chief Executive Officer, EPK 

Metalloinvest and EPK have been partners for many years now. EPK 
supplies large-size bearings for Metalloinvest’s ore mining and processing 
enterprises. EPK bearings are also used on the rolling mills of Metalloinvest 
companies.

As part of our partnership, we are able to create innovations in the metals 
and mining sector: world-class products that are also cutting-edge solutions 
in the Russian market. During our joint work Metalloinvest’s employees of 
all levels demonstrate excellent expertise, best practice of doing business, 
loyalty and diligence. We aim to deepen our cooperation on joint projects.
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Markets Overview

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 countries 
producing commercial iron ore are Australia, Brazil, China, India, 
and Russia, altogether they account for over 81% of global 
output.

Global iron ore output grew by 2.8% year-on-year in 2017, totalling 
2,095 million tonnes. Production grew in India, Australia, Brazil, 
as well as China, which had seen a decline in output in 2016. 
In Russia, supplies of iron ore products to the market declined 
by 3.4% in 2017 due to the launch of HBI-3 Plant at Lebedinsky 
GOK.

According to AME Research, global iron ore consumption in 
2017 amounted to 2,068 million tonnes. Demand for iron ore 
raw materials grew by 3.6% year-on-year globally in 2017, while 
in Europe demand grew by 4.3% year-on-year. According 
to Russian industrial agency Rudprom, iron ore demand in 
Russia increased by 2.2% year-on-year. China remains the 
leading consumer of iron ore products, accounting for 58.5% 
of the global demand in 2017. China also remains the largest 
steelmaker and consumer of raw materials (including iron ore) 
worldwide.

Metalloinvest performs regular assessment of factors influencing 
the iron ore raw materials market for the purpose of mid-term 
and long-term growth planning. The Company’s management 
expects global demand for iron ore to continue growing over 
the medium term with the key drivers being growth in GDP 
and steel output in developed economies, as well as emerging 
markets, primarily in China.

The long-term trends in the global iron ore market are defined 
by increased supply of iron ore with low iron content. Lower 
quality raw materials increase steel production costs and lead 
to higher pollutant emissions by steelmakers. At the same time, 
environmental requirements are becoming more stringent, 
particularly in China, which implies reduction of harmful 
environmental impact of the country’s steelmaking facilities. This 
is being achieved, in part, by improving the quality of iron ore 
raw materials consumed in the country.

Iron ore output and consumption by country and region
million tonnes

Output

Region

Consumption

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

350 283 229 209 227 China 1,165 1,191 1,155 1,174 1,210

35.7 37.8 34.3 32.9 31.8 Europe 158 163 162 158 165

     Japan 138 138 133 131 131

192 188 187 184 188 CIS 135 131 128 128 128

122 117 136 173 171 India 108 114 118 124 127

363 391 405 385 401 Brazil 40.0 41.2 42.4 36.9 40.3

48.6 50.9 43.1 39.0 45.8 USA 45.6 46.0 39.8 37.4 39.7

60 56 57 54.4 59 North America (excluding the USA) 26.7 28.2 25.3 26.6 28.5

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

16.4 14.8 14.7 10.2 8.1

59.8 70.8 63.8 56.3 53.8 South Africa 9.53 9.27 8.35 7.64 8.02

583 701 762 800 810 Australia 5.09 4.80 5.26 5.85 5.74

130.6 114.1 76.1 70.2 74.8 Rest of the world 142.9 155.9 155.6 158.9 176.6

1,976 2,044 2,029 2,037 2,095 TOTAL 1,990 2,036 1,987 1,997 2,068

Global iron ore reserves in 2017
billion tonnes

Iron ore prices  
(CFR China Spot, 62% Fe)
USD/tonne

170.0

50.0

25.0

23.0

21.0

8.1

42.9

Australia
Russia
Brazil
China
India
Rest of the world

Source: USGS

Sources: AME Research, CRU, Rudprom, and Company data

Source: CRU
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136.4

2014

97.1
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55.6
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57.5
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70.9

2,095 million tonnes
Global iron ore output

2,068 million tonnes
Global iron ore consumption
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Pellet Market 

According to AME Research, global pellet output in 2017 was 
398.0 million tonnes, up 5% year-on-year. The largest pellet 
producers are those that mainly service the needs of local 
steelmakers, including China, USA, Russia, and Ukraine,.  
In China, where production relies mostly on raw material 
imports, pellet output reached 121 million tonnes or almost  
30% of global output.

Metalloinvest’s position

Metalloinvest is the second largest pellet producer globally 
and the largest producer in Russia and the CIS. In 2017, the 
Company accounted for ca. 60% of total pellet output in Russia, 
and ca. 6% of the total output globally.

One of the key drivers of the Company’s competitive 
advantages in the global market is its significantly lower pellet 
production costs compared to international peers. 

Markets Overview continued

Pellet output by country
million tonnes

Country 2013 2014 2015 2016 2017

China 134.1 140.0 120.0 119.0 121.0

USA 49.2 50.6 43.1 42.2 44.6

Russia 37.9 38.3 39.4 41.2 42.7

Brazil 50.5 57.4 60.5 36.4 39.9

Ukraine 22.4 20.9 19.4 19.9 23.6

Sweden 22.4 22.4 21.2 23.5 22.2

Iran 15.7 20.8 20.6 20.6 20.6

Canada 18.3 18.0 18.6 19.0 19.3

India 33.6 21.4 16.2 15.3 18.1

Oman 8.0 8.4 7.9 8.3 8.3

Mexico 7.4 7.2 7.2 6.6 7.7

Kazakhstan 6.5 7.2 8.2 6.2 7.2

Bahrain 9.8 4.7 5.1 4.4 6.9

The Netherlands 4.3 4.3 4.3 4.3 4.3

Australia 1.9 3.8 4.0 3.9 3.8

Japan 2.9 2.9 2.9 2.9 2.9

Venezuela 3.9 3.9 3.9 1.5 2.4

Chile 2.3 1.8 3.6 3.4 1.7

Peru 0.1 0.2 0.1 0.2 0.2

TOTAL 435.0 434.5 407.0 379.0 398.0

Source: AME Research.

The stricter environmental requirements in the ferrous metals 
industry and the lower quality of iron ore raw materials have 
led to a premium on raw materials with high iron content. 

The high volatility of global iron ore prices constrains 
investment in commodity assets worldwide, although major 
global iron ore producers have begun investing in improving 
the ore quality.

In 2017, the average annual iron ore price grew from USD 
57.5 to USD 70.9 per tonne CFR China. The fundamental 
drivers of the global price growth were stricter environmental 
requirements and closure of outdated steelmaking capacities 
in China. This led to an increase in demand for quality iron ore 
raw materials in the country, as well as to growth in pig iron and 
steel output in the majority of regions around the world, amid a 
moderate growth in iron ore supply. 

At present, a number of industry news agencies such as Argus, 
Platts, The Steel Index, Metal Bulletin, Mysteel, and SteelHome 
provide the latest and most accurate information on spot prices 
of iron ore raw materials using indices. The transition to pricing 
based on various index baskets continues as price-related 
information becomes more accessible. Metalloinvest monitors 
commodity markets on a daily basis, as well as commodity 
trading across global commodity exchanges.

 

Metalloinvest’s position

Metalloinvest owns the world’s second largest proven iron ore 
reserves (14.1 billion tonnes3 under JORC standards) and is the 
largest producer and supplier of iron ore products in Russia and 
the CIS. Metalloinvest was ranked fifth globally by commercial 
iron ore output in 2017.

The Company is a global producer of beneficiated iron ore 
products, processing most of its primary iron ore concentrate 
into high value-added products, such as high-quality iron ore 
concentrate, pellets, and HBI/DRI.

3 The Company data recalculated as at 1 January 2018 based on 
Mineral Expert’s Report prepared by IMC Group Consulting Ltd in 
2010.

Having used HBI for more than 30 years we 
can affirm that the cooperation strengthened 
during the last years with Metalloinvest, 
large-sized, reliable, serious and industrially 
prepared partner, has  allowed us to make 
less penalizing the use of this product in our 
production cycle turning it into a fundamental 
element for our manufacturing processes.

FN Steel
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HBI and DRI Market 

Hot briquetted iron (HBI) and direct reduced iron (DRI) are 
essential components in producing high-quality steel grades, 
enabling the Company to maximise the profitability of its 
steelmaking business. HBI and DRI are iron ore products with 
one of the highest potential.

Currently, there is a trend towards building new 
electrometallurgical production facilities with increased 
steelmaking efficiency, requiring purer raw materials, and hence 
driving the demand for HBI/DRI.

The global HBI/DRI industry is highly concentrated. The 
undisputed leaders in terms of HBI/DRI capacity are India and 
Iran, accounting for approximately 58% of global output in 2017. 
The majority of global iron ore products are produced for captive 
consumption for integrated steelmaking plants. Russia is ranked 
third globally while being the only HBI/DRI producer in the CIS. 
HBI/DRI production requires high-quality iron ore and access to 
relatively cheap natural gas , making Russia one of the key HBI 
producing regions in the world.

In 2017, global HBI/DRI output grew by 7.5 million tonnes, or 
10.3% year-on-year, primarily driven by an increased production 
in Iran, Russia, and Egypt, with a combined contribution of 
32.1% to the global production growth. Global HBI/DRI output in 
2017 totalled 79.9 million tonnes. 

 

Metalloinvest’s position

Metalloinvest maintains a stable position in the HBI/DRI market. 
Over the last four years, Metalloinvest has been the world’s 
leading producer of merchant HBI. Following the launch of 
HBI-3 Plant, the Company’s market share grew to approximately 
50% globally.  

Metalloinvest was able to increase its supply of metallised 
products to the global market following the launch of HBI-3 
Plant at Lebedinsky GOK in 2017, further strengthening its 
leadership in the merchant HBI market.

The Company’s iron ore beneficiation technology, access to gas 
pipelines, and strategic investment projects ensure it is well-
positioned to retain its leadership in the global HBI/DRI market.

HBI/DRI output by country
million tonnes

Country 2016 2017

India 27.0 25.9

Iran 16.0 20.5

Russia 5.7 7.0

Mexico 5.3 6.1

Saudi Arabia 5.1 4.8

Egypt 2.6 4.6

UAE 3.5 3.6

Qatar 2.5 2.5

Canada 1.4 1.6

Argentina 0.8 1.2

South Africa 0.7 0.9

Libya 0.7 0.6

Venezuela 0.9 0.5

Trinidad and Tobago 0.1 0

TOTAL 72.3 79.8

Source: WorldSteel, Metalloinvest.

Steel Market 

According to AME Research, global 
steel output in 2017 grew by 5.0% 
year-on-year to 1,706.6 million tonnes. 
China is the leading player in the market, 
accounting for 50% of global steel output 
and 47% of steel consumption.

Growth of global steel prices in 2017 
was driven by China’s domestic policy 
of stimulating economic growth and 
tightening environmental regulations, 
as well as a stronger demand for steel 
outside China. The closure of Chinese 
heavily polluting facilities amid growing 
domestic consumption of rolled steel 
products and more stringent export 
controls led to a drop in Chinese exports 
of finished rolled steel products, which 
fell by 31% year-on-year to 75.6 million 
tonnes (according to China Customs). 

Metalloinvest’s 
position

Metalloinvest is the leading regional 
producer of niche rolled steel products. 
According to Chermet Corporation, 
Metalloinvest accounted for 
approximately 7% of Russia’s total steel 
output in 2017.

The Company offers a wide product 
range and maintains partnerships with 
Russian and international customers 
from various industries. Metalloinvest is 
the leading Russian producer of bearing 
steel, special bar quality steels (SBQ) for 
the automotive and hardware industries, 
and heavy plate grades for bridge 
construction. 

In a highly competitive market 
environment, the Company’s 
management is focused on improving 
the quality of its steel products, including 
SBQ at OEMK, as well as SBQ rods, 
quality wire rods (QWR), and heavy plates 
at Ural Steel.

Markets Overview continued

Steel output and consumption by region
million tonnes

Output

Region

Consumption

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

822.0 822.8 803.8 808.4 848.4 China 735.1 710.8 672.3 681.1 759.4

205.0 207.7 202.3 200.3 210.3 Europe 180.3 187.1 195.0 197.8 201.6

117.5 119.9 109.5 110.4 114.5 North America 130.6 145.6 133.7 132.4 137.4

108.4 106.1 101.5 102.4 103.2 CIS 58.6 55.9 50.5 49.4 50.5

27.0 30.0 29.4 31.5 35.5 Middle East 51.7 53.6 52.9 54.7 57.0

47.3 46.3 45.3 39.9 42.8 Central and South America 51.3 48.9 45.6 41.6 45.6

16.5 15.5 14.2 13.7 15.5 Africa 36.4 37.4 38.7 38.6 39.9

5.6 5.5 5.7 5.8 6.0 Oceania 6.7 7.4 7.2 7.5 7.7

300.3 315.5 307.7 313.1 330.4 Rest of Asia 284.4 298.6 303.7 316.5 329.8

1,650 1,669 1,620 1,626 1,707 TOTAL 1,535 1,545 1,500 1,520 1,629

Source: AME Research.

Average annual 
square billet price 
(FOB Black Sea)
USD/tonne

Source: calculation based on CRU data.

2013

511

2014

486

2015

336

2016

322

2017

430


