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Metalloinvest continues to develop
its strategic projects aimed
at supporting and growing its
production capabilities, minimising
costs, improving market positions,
protecting the Company’s long-term
financial stability and increasing
shareholder value”.

Ivan Streshinsky,
Chairman of the Board
of Directors
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Message from the Chairman
of the Board

The Board of Directors continued to collaborate closely with the Company’s management, having formed its own Compensation and Benefits Committee, which was created to ensure that
our employees remain motivated in their work. The Board of Directors’ main priorities in 2014
were as follows:

Dear shareholders, partners and colleagues!
Metalloinvest’s efforts in 2014 were aimed at developing its production assets and achieving
robust financial results. In spite of challenging economic conditions, such as the ruble devaluation and price falls in all of our markets, the company reached its targets and maintained its
strong financial footing.
During the reporting period, Metalloinvest strengthened its leading positions on the international and Russian markets for metallised and iron ore products, and increased sales of
high-quality rolled steel. This was the result of effective management at all levels, the well
coordinated work of our highly-qualified production staff, and the consistent execution of our
strategic investment programme.
The ratings agencies attested to Metalloinvest’s financial stability when Standard & Poor’s and
Fitch upgraded the company’s credit rating to BB in February 2014 and May 2014, respectively.

•

Revision of the Company’s long-term strategy;

•

Accelerated integration of corporate governance and production best practices at the
Company’s enterprises;

•

Implementation of strategic investment projects;

•

Effective cooperation of the Company with investors and other key stakeholders in the
regions where Metalloinvest operates.

In the future, we will continue to develop our strategic projects aimed at supporting and growing
our production capabilities, minimising costs, improving our market positions, protecting the
Company’s long-term financial stability and increasing shareholder value.
I would like to thank all of Metalloinvest’s employees for their invaluable efforts in achieving
such strong results in 2014.

Ivan Streshinsky,
Chairman of the Board
of Directors Management
Company METALLOINVEST LLC
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In 2014, Metalloinvest continued to implement its large-scale investment programme, aimed
at increasing its production capacities for high added-value products.
One of the Company’s most important investment projects is the construction of a third
hot-briquetted iron plant at Lebedinsky GOK. The new facility will have an annual capacity
of 1.8 million tonnes. The project will allow Metalloinvest to meet growing demand for highquality metallised resources and maintain its global leadership in merchant HBI production.
In 2014, we completed the building and installation of a range of infrastructure facilities at
HBI-3. Construction is continuing in 2015.
We have completed the construction of Pellet Plant #3 at Mikhailovsky GOK. In February 2015,
the Company began the phased commissioning of the facility’s main equipment. The plant
will enable the Company to increase pellet production capacity at Mikhailovsky GOK by
5 million tonnes to 15 million tonnes per year.
In October 2014, pilot production began at Ural Steel’s Coke Oven Battery #6. The implementation of the project will facilitate the production of 690,000 tonnes of high-quality coke annually,
meaning that Metalloinvest will no longer need to purchase coke from external sources and
thus the Company will reduce its overall production costs.
In November 2014, Metalloinvest commenced pilot production at its oxygen station with
a cryogenic air separation unit at OEMK, another significant part of the Company’s investment
programme. The new facility meets the plant’s needs for air separation products in full.

Dear colleagues and partners!
2014 turned out to be a challenging year for Metalloinvest. We operated in a deteriorating
global market environment and changing macroeconomic circumstances in Russia in the se
cond half of last year.
In spite of significant external factors, the Company continued to implement its strategy and
achieved solid financial results: operating income in 2014 increased by 7.3% compared
to 2013.
Metalloinvest’s 2014 financial results reflect wider market trends. The Company’s revenues
amounted to USD 6.4 billion, down 13.1% compared to 2013. EBITDA stood at USD 2 billion,
a drop of 14.4% year-on-year. These declines are explained by the fall in global iron ore prices.
At the same time, the EBITDA margin remained practically unchanged at 30.8%, compared to
31.3% a year earlier. The Company’s Steel Segment made a significant contribution to overall
EBITDA, having increased its own EBITDA by nineteen-fold to USD 421 million. The Company
made a net profit of USD 66 million. The 93.9% fall in net income, a decline of USD 1.7 billion,
was largely the result of FX non-cash items related to the dollar-denominated part of the Company’s debt.
A new executive body was formed in the past year — the Management Board. Its creation played
a significant role in enabling the Company to increase its operational efficiency.
During the year, we increased production of iron ore, pellets and hot metal by amounts ranging
from 0.4% to 4.8%. The 1.1% drop in HBI/DRI production and the 3.7% decline in steel production came as a result of planned maintenance and closures of inefficient facilities, respectively.
Metalloinvest devotes considerable attention to the efficiency of its production capacities.
As such, the Company continued to conclude long-term contracts and develop mutually-beneficial relations with partners. In 2014, the Company signed a range of agreements with Russian
companies — NLMK, KOKS Group and Kosaya Gora Iron Works, as well as the Italian steel plant
Ferriere Nord S.P.A.

We expect to see increased operational efficiency in the Mining Segment following the moder
nisation of our mining and transport operations and investments to acquire more productive
open-pit mining technology.
Metalloinvest carries out its business in a responsible manner and actively contributes to the
sustainable development of the regions where it operates. Over the course of many years,
the Company has worked in collaboration with the governments of the Belgorod, Kursk and
Orenburg regions, as well as the administrations of Stary Oskol, Gubkin, Zheleznogorsk and
Novotroitsk to develop and implement programmes as part of various socio-economic partnerships. The investments, made alongside mutual commitments, are aimed at implementing priority social development programmes. Improving quality of life in the regions where
Metalloinvest operates is intended to help the Company maintain a highly-qualified workforce
for the long term.
Metalloinvest’s results in 2014 demonstrated that the Company has pursued the right development strategy in the areas of production, finances, and investments, and our achievements
will act as a foundation for the Company’s continued sustainable growth.

Andrey Varichev,
CEO Management Company
METALLOINVEST LLC
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Production
Iron ore raw materials
Reserves
14.4 billion tonnes

Metalloinvest is an efficient ore mining company with full-cycle
production — from iron ore extraction to production of
high-quality steel.

Beneficiation
Concentrate

Mining Segment
Lebedinsky GOK JSC, Mikhailovsky GOK JSC
Lebedinsky GOK and Mikhailovsky GOK are two ore mining and processing enterprises with
the highest production volume in Russia (according to Rudprom). Lebedinsky GOK and
Mikhailovsky GOK develop deposits located in one of the largest iron-producing basins in
the world — Kursk Magnetic Anomaly. The deposits largely consists of magnetite ores with
an average iron content of 34–39 %.

Pelletising
Pellet

Sintering
Sinter

Production
Metallised raw materials
Production

Steel Segment

Procurement
scrap

Oskol Electrometallurgical Plant JSC, Ural Steel JSC, Ural Scrap Company LLC
Metalloinvest’s Steel Segment comprises of OEMK and Ural Steel, leading steel makers on
the Russian niche markets, and Ural Scrap Company, which collects and recycles scrap metal.

HBI

Pig
Iron

DRI

Auxiliary businesses
Metalloinvest Trading AG (100%), Metalloinvest Logistics DWC LLC (100%),
GIPROMEZ LLC (100%), MetalloinvestLeasing CJSC (100%), Baikal Mining
Company LLC (100%), Nautilus Minerals Inc. (20.9%), Hamriyah Steel FZC (UAE) (80%),
Norilsk Nickel MMC (3.2%)
Metalloinvest has auxiliary assets that provide logistics and product sales, servicing and
the supply of raw materials to ore mining and steel enterprises, as well as the assets, which
diversify the Company’s activity.

Steel
production
Steel

Production
Steel
products

Square billets
Sales
Merchant
products
Concentrate
Including
by-products

Sintering
ore

HBI

Pig
Iron

Pellets

DRI

Including blast
furnace ore

Mining Segment

Steel Segment

LGOK / MGOK

OEMK / Ural Steel / Ural Scrap Company

For processing

For sale

Merchant products

Creating added value

Long
products

flat
products
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Main technological processes of Lebedinsky GOK

Mining Segment: Lebedinsky GOK

Open-pit
mine

Lebedinsky GOK is the largest iron ore company in Russia, which mines and enriches iron
ore and produces high-quality iron ore products. Lebedinsky GOK is the only producer of HBI
in Russia. The enterprise operates open-pit mines with proven reserves of 3.9 billion tonnes
of iron ore.

The main types of products at Lebedinsky GOK are:
iron ore concentrate

fluxed pellets

non-fluxed pellets

HBI

Lebedinsky GOK
Gubkin

Stary Oskol

3.9
billion
tonnes

Beneficiation
plant
Run-of-mine
concentrate
filtration plant
Additionally
beneficiated
concentrate
filtration plant
Fluxed pellets
concentrate
roasting
complexes

Proven and probable reserves in
accordance with
the JORC Code
(IMC Montan)

Belgorod

Pellet plant

Shop #4 at the
Beneficiation
Plant
additional
beneficiation
of run-of-mine
concentrate

OEMK slurry
pumping station

HBI plant

Roasted
concentrate

Non-fluxed
pellets

Slurry
at OEMK

Concentrate

Fluxed pellets

Briquettes

Russia

Location map of
Belgorod Region

Belgorod
Region

Production

production figures for 2014

20.5

million tonnes
iron ore
concentrate

9.0

million tonnes
of pellets

2.4
million
tonnes
HBI

Merchant products
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Main technological processes of Mikhailovsky GOK

Mikhailovsky GOK is one of the largest iron ore production and beneficiation plants in Russia
and CIS. Mikhailovsky GOK performs open-pit mining of iron ore deposits and has proven
reserves of 10.5 billion tonnes.

Open-pit
mine
Crushing and
beneficiation
plant

The main types of products at Mikhailovsky GOK are:
Sintering
ore

fluxed pellets

Crushing and
sorting plant

iron ore
concentrate

blast furnace
ore

blast furnace
concentrate

non-fluxed pellets

Mikhailovsky GOK
Zheleznogorsk

Flotation
shop

10.5

Pellet plant

Sintering ore

Fluxed pellets

Blast furnace
concentrate

billion
tonnes

Dmitriev

Proven and probable reserves in
accordance with
the JORC Code
(IMC Montan)

Kursk
Rylsk

RUSSIA

Non-fluxed
pellets

Roasted
concentrate

Concentrate

Blast
furnace ore

Kursk Region

Location map of
Kursk Region

Production

production figures for 2014

16.7

million tonnes
iron ore
concentrate

9.9

million tonnes
of pellets

Merchant products
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Main technological processes of OEMK

OEMK is the only full-cycle steelmaking plant in Russia, which uses direct reduction technology and electric arc furnaces, enabling it to produce steel that is almost completely free from
contamination and residual elements.

High-grade concentrate
from Lebedinsky GOK via
a 26-kilometre slurry pipeline

The main types of products at OEMK are:
steel products

Pellet plant
DRI
LGOK fluxed
pellets

• square billets;
• pipe billets;
• cast billets;

DRI plant

• high-quality long
products.

Scrap from Ural
Scrap Company

DRI
Gubkin

Stary Oskol

Steelmaking

OEMK

Cast
billets

Belgorod

Rolling
Square and
pipe billets,
high-quality
long products

RUSSIA

Location map of
Belgorod Region

Belgorod
Region

production figures for 2014

3.7

million tonnes
of pellets

2.9

million tonnes
DRI

3.4

million tonnes
steel

Production
Merchant products
Raw materials

34

Vector of sustainable development

for more information, see
www.metalloinvest.com

annual report 2014

Steel Segment: Ural Steel

35

w w w.metalloinvest.com

Str ategy Report and Business Model

Main technological processes of Ural Steel

Ural Steel is a full-cycle plant, which includes agglomeration and blast furnace processes,
steelmaking and rolling.

Concentrate from
Lebedinsky GOK
and Mikhailovsky GOK,
and sintering ore from
Mikhailovsky GOK

The main types of products at Ural Steel are:
coke

flat products
• bridge steel;

pig iron

• strips;

cast circular billet

• ship steel;

Sinter plant
Pellets
from LGOK
and MGOK

• heavy plate.

Coking coal
Coking coal
production
Coke
Blast furnace

Sorochinsk
Orenburg
Mednogorsk
Novotroitsk

Scrap from Ural
Scrap Company

Pig iron

Ural Steel
Yasny

Steelmaking
Cast
billets

RUSSIA

Location map of
Orenburg Region

Orenburg
Region

Rolling
Production

Flat
products

production figures for 2014

2.3

million tonnes
pig iron

1.1

million tonnes
steel

Merchant products
Raw materials
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Long-term Strategy
Metalloinvest’s strategy is aimed at strengthening the Company’s
leading positions in the HBI/DRI segment in the global market, and
in the iron ore products segment in the regional market.

Metalloinvest
Company

Mission
Iron ore
reserves

To be the Company which effectively extracts and processes iron ore raw materials into
metallised and high-quality steel products to ensure the growth of the Company’s long-term
value, and the development of staff and society.

Strategic Goals

Processing
and production
Technology
High value-added products

•

Increase the scale of the business and achieve higher efficiency

•

Grow sales margins

•

Increase operational and management efficiency

•

Increase investment attractiveness

Staff

Strategic Priorities
Investment

Consumer

Profit

Shareholders

•

The effective development of existing iron ore deposits

•

Decrease in cost of ore extraction and ore-to-concentrate processing as a result of the
optimisation of existing processes and introduction of new technologies

•

Increase the Company’s share in the global market of metallised raw materials, mainly
HBI/DRI

•

Strengthen the Company’s positions in the high-quality rolled steel market

•

Ensure the sustainability of the business and increase the Company’s long-term value

•

A balanced approach to work that provides for the development of staff and the protection
of communities and the environment

For more
details on
strategic goals,
see p. 39–41
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Management of the Company is confident
that Metalloinvest’s strategy, based on
a well-developed resource base, long-term
relationships with the largest consumers
and a stable financial position, will allow the
Company to maintain leading positions in
the market and provide conditions for stable
development. We pay particular attention to
the comprehensive analysis of current and
prospective conditions of the markets, and
our results and achievements. The current
strategy ensures our prompt reaction and
continued sustainable development under
various market conditions”.

Values of the Company:
Leadership
Metalloinvest is a highly efficient company. It has the second largest iron ore reserves in
the world. The Company is a global leader in merchant HBI production, a regional leader in
iron ore raw materials production, and a leader in the high-quality steel products segment.

Responsibility
Compliance with the law; social and environmental responsibility in the regions where the
Company operates, responsibility to shareholders for the achievement of set goals.

Teamwork
The Company operates as a single whole. It is cooperative and strives to be a reliable partner
to its business counterparties. It encourages trust, respect and readiness to help among its
employees and partners.

Efficiency
The Company sets goals and achieves them.
For more details
on the Corporate
Competencies
Model, see p. 109

A Corporate Competencies Model was developed in 2014 based on Metalloinvest’s values.
It is aimed at improving competence of each employee of the Company.
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Strategic goal:
Increase the scale of the business and achieve
higher efficiency
The effective development of existing iron ore deposits
Metalloinvest has the second largest iron ore reserves in the world. The Company develops
deposits with 14.4 billion tonnes* of iron ore reserves as per JORC international classification, which guarantees approximately 150 years of operation at the current extraction level.

For more
details on the
global iron ore
reserves, see
p. 48–50

Growing the Company’s share in the global market of metallised raw
materials
Metalloinvest ships iron ore, metallised products and rolled steel of high quality to consumers, meeting the needs of the industry along the entire chain of value-added products —from
iron ore processing to end products for construction, machine building and other industry
sectors.
Metalloinvest’s strategy aims to increase the output of merchant HBI, maintaining and gradually strengthening its leading positions in the global market for this type of product. The factors that support stable demand for HBI in the long term are the increasing amounts of steel
produced in electric furnaces and tighter requirements for reduced environmental footprint
and product quality, as well as the increased demand for scrap alongside a drop in its quality.
The Company is currently constructing the HBI-3 Plant at Lebedinsky GOK and plans to upgrade the HBI-2 Plant by adding a briquette press unit to increase its HBI output. In addition,
Metalloinvest is considering the possibility of building HBI production units at Mikhailovsky GOK
in the future.
Metalloinvest has upgraded Metallisation Unit #3 OEMK with the view to increasing DRI output. The enterprise is already planning the overhaul of Metallisation Unit #4 and the upgrade
of Metallisation Unit #2.

Optimisation of existing processes and introduction of new technologies
The Company plans to increase concentrate production at Mikhailovsky GOK by introducing
new technologies for the beneficiation of oxidised quartzites. The successful completion of
tests and the construction of an oxidised quartzite processing plant will allow increased iron
ore concentrate production at Mikhailovsky GOK and considerable improvements to the efficiency of the enterprise’s operations.
Together with Outotec, Mikhailovsky GOK employees developed technological specifications
and prepared a preliminary technical and economic feasibility study of the project (with the
participation of IMC Montan). Pilot testing of beneficiation process was started at section #14
of the crushing and sorting plant at Mikhailovsky GOK in 2014, with the aim to eliminate
technological risks and to identify optimal conditions for the beneficiation process.

* Company data, updated as of 31.12.2014.

For more details
on investment
projects of the
Company, see
p. 42–45
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Strategic goal:
Increase operational and management efficiency

Increasing the Company’s share in the global market

Creation of optimal structure with separation of powers and responsibilities

Metalloinvest determines the geography of its shipments depending on the conditions and
outlook in regional markets. A flexible logistical chain (multimodal (land & sea) routes to
Asia and Europe through the ports of the Black Sea and the Baltic Sea) makes the Company
a strong competitor both to leading global suppliers and to local producers.

Decreasing production cost
The cost of pellet and HBI/DRI production at Metalloinvest’s enterprises is significantly
lower than that achieved by its global competitors. According to Company data, in 2014,
Metalloinvest maintained its production cost levels in the top quartile among global manufacturers.
The main factors supporting the low cost of pellet and HBI/DRI production at
Metalloinvest’s plants are:

For more
details on the
mining and
transport
complex
development,
see p. 42–43

w w w.metalloinvest.com

Strategic goal:
Grow sales margins
The Company’s main sales markets are The Russian Federation, Eastern and Western
Europe, as well as countries in Asia, the Middle East and North Africa.
For more
details on the
geography
and the
structure of
the shipments,
see p. 68–72
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•

availability of an extensive resource base;

•

the development of open-pit mines at the Company’s cost, without third-party investments;

•

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

•

“zero” operational costs for shipping iron ore concentrate from Lebedinsky GOK to OEMK
through a 26-kilometre slurry pipeline;

•

energy-efficient production technology;

•

availability of the necessary infrastructure (natural gas, electricity, railways and roadways, etc.).

In 2014, the Company continued to implement a programme aimed at decreasing ore extraction and processing costs and improving products’ competitiveness in the global market. This
programme included the switch to heavy pit equipment as part of the mining and transport
unit development programmes.

Metalloinvest is currently implementing measures to increase the efficiency of its structural
divisions. A pilot project is being performed to form a single centre for repairs planning and
control. This project will allow the performance of repair services to be optimised, the stan
dardisation of the planning and repairing processes and a united system of repair schedules
to be built. The Company plans to unify the equipment and machinery used in its enterprises
in the future.

Increased efficiency and productivity due to the automation of business
processes
The Company plans to introduce an ERP automation system for planning all business processes. The project will allow Metalloinvest to switch to a rolling planning process and give
its partners the ability to track their orders online.

Dynamic response to internal and external changes
Metalloinvest works on strengthening its risk management system by establishing a separate
division for this function. At first, the Company plans to introduce a system for the categorisation and assessment of possible events that relate to different risks to the Company’s activity.
At the next stage, the Company will develop regulations and introduce procedures to respond
to risks and perform quantitative assessment of the potential damage to the Company.

Strategic goal:
Increase investment attractiveness
Transparency in financial reporting and a clear corporate strategy are important factors to
increase the investment attractiveness of a business.
Metalloinvest continuously increases the level of public disclosure and the frequency of its interaction with the investment community, striving to comply with international best practices
of information disclosure. At present, the Company discloses its financial and operational
information, as well as information on social projects and other activities, at the levels and
within the timeframes associated with public company practices.
Metalloinvest participates in international conferences organised by investment banks and
arranges investors events, including non-deal road shows and the annual Investor Day, continuously developing the base of existing and potential investors. Many investors and analysts
are given the opportunity to visit the Company’s production assets.
Communication with rating agencies is an integral part of the Company’s work to increase
its investment attractiveness. The Company has been receiving credit ratings by agencies
since July 2010.
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Investment Programme: 2014
In 2014, the Company’s investments amounted to USD 595 million, compared to
USD 478 million in 2013. The major investment projects of the Company are as
follows:
•

construction of Pellet Plant #3 (PP-3) at Mikhailovsky GOK;

•

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

•

construction of an oxygen facility at OEMK;

•

construction of Coke Oven Battery #6 (CB-6) at Ural Steel;

•

purchase of new high-capacity pit equipment for the Company’s Mining Segment.
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Lebedinsky GOK’s transport fleet was upgraded by four excavators with 10 —15 cubic metre scoops. In addition, a unique EKG-20 KM excavator manufactured by P. G. Korobkov
IZ-KARTEX Ltd. with a 20 cubic metre scoop was introduced on a trial basis at the plant. The
trial will allow the Company to determine feasibility of using this type of equipment in the
mining and geological conditions of the plant’s pit.
In 2014, Lebedinsky GOK and Mikhailovsky GOK received a total of 11 heavy-duty dump
trucks, 10 excavators, 3 drilling rigs, 10 pulling units and 100 dump cars.

Strengthening market position of the high-processing iron ore segment: the
construction of Pellet Plant #3 at Mikhailovsky GOK
The construction of the Pellet Plant #3 unit is a unique project in terms of its scale and significance. The unit will allow Metalloinvest to increase the annual pellet production capacity of
Mikhailovsky GOK by 5 million tonnes, to 15 million tonnes per year.

Mining Segment

The production unit under construction will include the technology for all of the processing
stages: from iron ore concentrate filtration and pelletising facilities to pellet firing and shipping.

Strengthening positions in HBI: construction of HBI-3 Plant at
Lebedinsky GOK

In 2014, after the construction and installation work was completed, processing unit and external infrastructure objects were prepared for commissioning. In February 2015, the Company
started gradually commissioning the unit’s main equipment.

The construction of HBI-3 Plant is the key strategic investment project of the Company.
The project that provides for the development, production and supply of the equipment, as
well as the automation of the first and the second stages is being implemented by a consortium of Primetals Technologies and Midrex Technologies, which signed a contract with
Metalloinvest in August 2012. Gipromez, a Russian industrial engineering company, and
a part of Metalloinvest, is also involved in the implementation of the project.
After the HBI-3 Plant is completed, it will become the largest HBI production module in the
world. Its production capacity will amount to 1.8 million tonnes per year. The implementation
of the project will allow Metalloinvest to meet steel plants’ growing demand for high-quality
raw materials and maintain global leadership in the production of merchant HBI.

Efficient development of iron ore base: switching to high-capacity
equipment for mining and transport operations
The efficiency of mining and transport operations is an important factor in ensuring the efficiency of the Mining Segment.
In 2014, Metalloinvest continued to implement the modernisation programme for its mining
and transport units. The implementation of the main stage started in 2013, when the enterprises were equipped with six Caterpillar dump trucks with a load capacity of 180 tonnes and
two BelAZ trucks with load capacities of 220 and 160 tonnes.
The Company has significantly accelerated implementation of the programme in 2014. Five
Caterpillar dump trucks with a load capacity of 180 tonnes, six BelAZ dump trucks with load
capacity 130 tonnes and one BelAZ with 220 tonnes load capacity were supplied to the Company. Vehicles, purchased in 2014, can carry 1,900 tonnes loads per trip (total load capacity
of the dump trucks, purchased in 2013, amounted to 1,460 tonnes).
Heavy-duty Japanese Hitachi excavators, with 23 cubic metre scoops, were introduced at the
open-pit mines of Lebedinsky GOK and Mikhailovsky GOK. Together with the introduction
of dump trucks with 180–220 tonnes lift capacity, this allowed the enterprises to create
excavator and heavy duty truck units to increase the operational efficiency of the Company’s
Mining Segment.

The unit is notable for its innovative process design solutions and equipment, which include:
automatic systems that control the parameters of the system and monitor the production
process, an improved gas-air flow system compared with existing pellet plants that allows
emission to be minimised, higher capacity and better energy indicators.

Efficient development of the iron ore base: up to 10 million tonnes
of concentrate per year is produced from oxidised quartzites
at Mikhailovsky GOK
The modernisation of sector 14 of the crushing and sorting plant (DOK) at Mikhailovsky GOK
was completed in December of 2014. It was designed to carry out pilot testing and produce
hematite-magnetite concentrate from oxidised quartzites.
As part of the modernisation project, a new high-intensity magnetic separation unit was
built and three high-intensity separators by EriezMaqnetics, Longi and Outotec were put into
operation.
The project was implemented by Outotec, one of the world’s leading engineering companies
in the field of ore-beneficiation technology, which developed the technological specifications.
The work was carried out by the Urban Institute for Metallurgical Plants Design LLC (Gipromez)
and engineering plans were developed by the Engineering Directorate of Mikhailovsky GOK.
The experiment involves the production of concentrate from oxidised ferruginous quartzites
in industrial volumes using existing production facilities for ore grinding. The beneficiation
of oxidised ferruginous quartzite is completed through magnetic flotation, achieved with
equipment that uses a high-intensity magnetic separation method.
Beneficiation specialists managed to obtain a regulated amount of the concentrate in course
of work, which contains up to 66% of ferrum and less than 5% of silica. Conducting the experiment will allow the Company to confirm the feasibility of the process solutions and to correct,
if needed, technological specifications for further new plant design.
The decision on further project implementation will be taken after the pilot experiment has
been completed.
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Steel Segment
Increases in operational efficiency: construction of an air separation unit
at OEMK
The oxygen plant was designed and constructed in 2012–2013.
The equipment of the new oxygen plant with a cryogenic air separation unit (VRU #3) was supplied by Linde (Germany). The plant’s capacity is 20,000 cubic metres of oxygen and nitrogen
per hour and 1 tonne of crystallised argon per hour.
In 2014, process equipment was installed. In December 2014, the plant was put into trial
operation and in March 2015 it will enter full industrial operation.
The new plant will provide OEMK the air separation products needed for the decommissioning
of VRU #2 unit with expired regulatory service term and for putting the new oxygen-consuming
units into operation in blast furnace shop.

Maximised profitability of the Steel Segment: Construction of Coke oven
battery #6 at Ural Steel
Coke Oven Battery #6 (KB-6) was put into trial operation in 2014. The Company plans to
complete the remaining work on KB-6 and the reconstruction of the coke and by product
production facilities at Ural Steel in the first half of 2015.
This project will increase coke production capacity, which will reduce the dependence on
external suppliers and decrease production costs, as well as improving the consistency of
coke quality.
In addition to the construction of Coke Oven Battery #6, the project involves the construction of a dust-free coke emission unit, which captures and purifies gas emissions from residual dust. The project also provides for the installation of wastewater treatment and the
construction of additional power facilities for coke production. This will reduce the unit’s
environmental footprint.

Modernisation of production assets: Upgrading the main facilities and the
reconstruction of production assets at Ural Steel
The modernisation of the casting bay of the blast furnace shop was performed at Ural Steel
in 2014. This increased production volume of cold pig iron up to 1.9 million tonnes per year,
due to the increased working run time of pig iron casting machines #1–4 in the blast furnace
shop. Modernisation measures allowed the Company to increase the amount of pig iron
poured into ladle capsules and to cut the time taken to prepare ladle capsules for pig iron
casting on casting machines.
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The early detection system for the continuous casting machine #2 was reconstructed.
This allowed for increased casting quality and decreased the risks of disruption of production programmes.
As part of the overhaul of the 2800 plant, the frequency inverter of its main drives was replaced.

