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We are one of the world’s
largest steel producers
Our purpose
MMK aims to produce and deliver premium quality
steel products in a way that generates value for
stakeholders, improves the quality of life of our
employees and the people whose communities are
affected by our operations and allows our customers,
and the world, to benefit from the power and
strength of steel.

$6,395m
2019: $7,566 million
Group EBITDA

$1,492m
2019: $1,797 million

Steel is vital to the modern world. It has remarkable
qualities, such as immense strength and flexibility.
It can be recycled and reused over and over
again and is crucial to much of the infrastructure
of sustainable progress. Steel has the power…

Free cash flow

$557m
2019: $883 million

Group steel output
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11.6mt
2019: 12.5m tonnes
Group sales of
metal products
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About the Report
This 2020 Integrated Annual Report (the ‘Report’) discloses data on MMK’s financial,
economic and operating activities, and reflects the sustainability highlights of PJSC
MMK (‘MMK’, the ‘Company’) and its subsidiaries (collectively, ‘the MMK Group’,
the ‘Group’) from 1 January to 31 December 2020.
The Group expresses its commitment to the concept of sustainable development
and seeks to improve relevant performance by exploring global best practices in
ESG with a view to their subsequent integration. The Report reflects the Company’s
contribution to achieving the UN’s Sustainable Development Goals and highlights
how the Company’s strategic objectives relate to them.
The MMK Group used the reporting principles set out in the Global Reporting Initiative’s
Sustainability Reporting Standards (GRI Standards) to define the content and quality of
this Report. The Core disclosure option was selected for the Report. Wherever possible,
the Group sought to disclose figures in excess of the selected scope. In addition,
SASB (Sustainability Accounting Standards Board) Reporting Standards were used
for the first time in preparing the disclosure of non-financial information.
Financial information is presented in accordance with the audited Consolidated
Financial Statements as at 31 December 2020, prepared under IFRS.

This Annual Report was reviewed
and approved by MMK’s Board
of Directors at its meeting
of 23 April 2021.
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47.8%
2019: 48.4%

Sustainability
LTIFR

0.66
2019: 0.89
LTISR

23.62
2019: 31.24
GHG intensity

2.18t CO₂e/t
of crude steel

2019: 2.13t CO₂e/t of crude steel
Visit our website: eng.mmk.ru
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and provide
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External factors and MMK’s results
In 2020, the global economy, including the
metals sector, was laid low by an unprecedented
crisis caused by the COVID-19 pandemic.
In particular, weaker demand and lower sales
volumes have put pressure on the revenues
of steelmakers. As for MMK, we have done
everything we can to minimise the impact
of the crisis. We continue to use advanced
forecasting tools, adjust our approach to
operational planning, step up efforts in our
core market segments and apply rigorous
analysis to the dynamics of the market. As a
result, the Group produced 11.6 million tonnes
of crude steel and sold 10.8 million tonnes of
metal products in 2020. Our revenue for the
year was $6.4 billion, with EBITDA at
$1.5 billion. In 2020 we updated our 2025
strategic objectives, articulating our commitment
to find sustainable ways to continue to create
value for all our stakeholders.

TH E POW E R O F STE E L

to build a
sustainable
future

“MMK is a company with a long and proud history of leadership. Our values, traditions and skills have
passed through the generations and this sets us apart from our peers around the world. Our challenge
now is to harness that precious heritage and make it fit for the future. We will do that by encouraging
economic growth and development in our business, and by doing all we can to enable a green
economy and build a sustainable future. We know that innovation holds the key to sustainable success;
MMK has a culture that encourages innovation to flourish and offers opportunities to those committed
to helping the Company thrive and prosper in an environmentally responsible way.
Today MMK is a high-tech company with rich experience and a highly professional workforce.
Tomorrow we will emerge as leaders in innovation and cutting-edge technology in the world
of metallurgy.”
Victor F. Rashnikov, Chairman

Market position
Despite the headwinds faced by the market
during the year, we have continued to work hard
to strengthen our market position and improve
customer satisfaction. We retained our leading
share of supplies to all key steel-consuming
sectors of the Russian economy during the year,
and we are a strategic supplier to sectors
including the automotive, pipe and railcar
manufacturing industries. Our strategy of
developing premium, niche products has helped
us to maintain high-capacity utilisation and our
significant presence in all metal-consuming
sectors in Russia, despite a glut in supply of hot
rolled products and a challenging market
environment. Our relentless focus on the
customer and the development of digital
services are key to our competitive edge.

No.1
Position in the Russian steel market¹

$6,395m
MMK Group revenue

10.8mt
MMK Group sales of metal products
1 Metal Expert news agency

Sustainability
As leaders in the steel industry, we at MMK have
the opportunity and responsibility to influence
the development of a more sustainable industry
in the future. As governments around the world
commit to carbon-neutral economies, we are
well-placed to contribute to a cleaner, greener
way of producing steel that is vital for industry
and infrastructure around the world. ESG and
efficiency are now firmly integrated in the Group
strategy. It is a priority for me and my fellow
directors on the Board to ensure that MMK
minimises its environmental footprint. We will
achieve this by modernising our operations and
increasing efficiency at every stage. We have
made a point of ensuring that every project in our
long-term investment programme has embedded
in it a commitment to improving environmental
performance and reducing CO₂ emissions.

COVID-19 response
Recognising and accepting our responsibility
for protecting the health of our employees and
local people in the regions in which the Group
companies operate, we took early action in the
very first days of the pandemic in order to protect
our employees and the wider population,
particularly those who are more vulnerable.
Developing corporate culture
Our people make MMK what it is. Their skills,
teamwork, innovative spirit and focus on end
results drive our performance across all areas.
This is why talent development and building
a strong culture of opportunity are absolute
priorities for us. This is crucial as, by fostering a
progressive internal environment and personally
engaging each employee, we can not only
advance the professional development of our
people but also achieve our company-wide
goal of zero injuries, which is an ambitious
target set as part of our strategic vision.
Towards a shared success story
2020 was an exceptionally challenging year
for all of us, but nevertheless we made good
progress on many fronts. I am confident that our
high level of professionalism, self-confidence,
focus on driving further growth and wellgrounded ambitions will enable the Company
to succeed in achieving its strategic goals and
effectively address all operational challenges.
I would like to express my sincere gratitude to
our shareholders and partners, and to all the
MMK Group employees for their trust in MMK,
their positive cooperation and significant
contribution to our shared successes which form
an important element of the wider investment
case of Magnitogorsk Iron & Steel Works.

Victor F. Rashnikov, Chairman

ST R AT E G I C R E P O R T

Dear colleagues, investors and partners,
MMK’s performance in 2020 confirms that the
Company deserves its position as a leader in
the steel industry in Russia.
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TH E POW E R O F STE E L

MMK’s investment programme in 2020 was
directed towards expanding its plant and
equipment, paying particular attention to
upgrading our blast furnace and hot-rolling
capacity to further reduce production costs
while improving product output, quality and mix.

to drive
innovation
and new
technology

We also reinforced our commitment to a
conservative financial policy, aligned to our
long-standing guiding principle: delivering
high returns to shareholders.
Importantly, at the end of 2020, following a
review of progress on our strategy we updated
the portfolio of strategic objectives that MMK
plans to deliver by 2025. To meet these
objectives, we intend to put additional effort
into strengthening our position as the leading
supplier to the key industries that consume steel.
To achieve this ambition, we will need to focus
more on premium metal products, expand our
product portfolio and ensure that our business
model continues to be cutting-edge in terms of
customer focus. While maintaining our leadership
in operational efficiency, we will also place
increased emphasis on sustainability. We will,
of course, also maximise the development and
adoption of digital technologies across all
production and support processes – a
group-wide effort.
Modernisation drive
A few words about the key projects we advanced
in 2020 as part of the Group’s growth strategy.

“The past year proved extremely challenging. The global pandemic had a significant impact
on all areas of life and posed a significant test for the Russian and international economies alike.
By taking effective action and maintaining a sharp focus on executing our long-term strategy, the
MMK Group nevertheless delivered another year of strong operational and financial performance.

No.1

The Group’s revenue for the year was $6.4 billion, with 2020 EBITDA at $1.5 billion and EBITDA
margin of 23.3%. Net profit increased to $604 million, with free cash flow at $557 million.”

48%

Pavel Shilyaev, Chief Executive Officer

share of premium products
in total sales

producer of premium
products in Russia

In July we launched the Hot-Rolling Mill 2500
following its scheduled modernisation. As well
as improving the quality of our products and
expanding the product mix, the project is
expected to increase MMK’s production of
hot-rolled products by 800,000 tonnes per
year. I am proud that, thanks to this project,
MMK won the prestigious Main Event award
at the Russian Steel Industry 2020 contest.
In August we completed the overhaul of Blast
Furnace #2. As well as boosting operational
efficiency, state-of-the-art aspiration systems
have been installed at the project to improve
the Group’s environmental performance.
During the year we continued designing our
new coke and by-product plant, adjusting
the project timeline amid the pandemic by
postponing phase one start-up to 2022.
COVID-19 response
It is vital that we protect the health of our
people and keep all business processes running
smoothly, and the MMK Group has continued
to operate its COVID-19 response centre which
was set up during the early days of the pandemic.

We at MMK fully recognise the need to
implement all preventive measures, consistently
and without exception, to curb the spread of
COVID-19.
Sustainability
Running a corporate sustainability programme
is the new norm in industrial companies.
Keeping abreast of global trends, MMK has
consolidated its ESG functions into a single
dedicated unit with a Head of ESG. While
previously we prepared separate reports
detailing our corporate social responsibility
performance and progress on our environmental
programmes, we now intend to align our
reporting frameworks with international best
practice in line with the GRI and SASB standards.
ESG efforts are becoming increasingly important
in light of new international environmental
standards and the likely introduction of a
carbon tax in our core markets. The MMK
Group’s newly updated strategy aims to reduce
its CO₂ emissions per tonne of crude steel to the
global average – and even beyond – by 2025.
By improving energy efficiency and making
further upgrades to our production facilities,
we also aim to drastically reduce our emissions
of nitrogen oxides, sulphur dioxide and dust.
Our commitment to ESG and the effectiveness
of our energy policy were recognised in
2020 when we received the distinguished
international Energy Management Insight
Award. This award recognises excellence
in energy saving and energy efficiency in
operations among organisations certified
to ISO 50001, the international standard
for energy management systems.
MMK’s most valuable asset
In order to deliver solid performance and to
achieve our ambitions and strategic goals we
must make sure that our workforce has the right
skills and competencies, strong team spirit and
a sharp focus. We foster an environment that
supports the professional development of our
people, encouraging them to adopt new,
advanced technologies, including digital
solutions. We can only benefit from unlocking
the full creative potential of our workforce and
maximising employee engagement, and it is
clear that developing our corporate culture and
fostering a supportive, nurturing environment of
opportunity are key to our future success.
Confidence in the future
I would like to say a huge thank you to all
employees across the MMK Group for their
diligent and professional work in 2020, and
to express my heartfelt appreciation to all our
shareholders, investors and partners. We greatly
value your trust in MMK and your commitment
to partnering with us. We look to the future with
confidence, and, working together, I am
convinced we will achieve all our goals.

Pavel Shilyaev, Chief Executive Officer

ST R AT E G I C R E P O R T

Dear shareholders, colleagues
and partners
In 2020, despite the challenges, the Company
continued to implement its corporate strategy.
Our key priorities are unchanged: developing
customer relationships and driving operational
and functional excellence across our business.
We put an increased focus on sustainability,
ensuring safety improvement, the development
of our people and the strengthening of our
partnerships across our footprint.
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T H E P OW E R O F STE E L

to drive economic
growth and
development
Steel is the foundation of the modern world and as economies
around the world continue to prosper and develop, steel becomes
ever more important. Almost every industry depends on steel
and over time steel is becoming lighter and stronger. Steel has
the highest strength-to-weight ratio of any building material
and can be fully recycled over and over again.

Supporting regional and national economic growth
Large-scale National Infrastructure Projects scheduled for implementation
up to 2030 have a significant macroeconomic and inter-regional effect.
Successful implementation of these projects is expected to increase GDP
by more than $100 billion by 20351. Once executed, the National
Projects could add 1 to 7 p.p. to Russian steel demand every year. MMK,
as a leader in premium steel production in Russia, is well-placed to benefit
from the potential upside from the implementation of the National Projects.

$400 bn
Total spend envisaged by the projects over 2019–2024E (~3%–4%
of annual GDP or ~60% of total spending budgeted for 2022–2024)

13

+18%

state projects are designed to
promote Russian economic growth
and improve living standards

further growth in premium product
supply by 2030 in comparison
with 2019

MMK has the highest potential to leverage the upside:

> 80%

> 90%

of steel sold domestically

of the Group’s EBITDA contributed
by the Russian steel segment

Strategic objective:
Building a superior product
portfolio with a focus on an
improved service offering
and higher margins through
the development of
premium products.

Value created:
Quality steel products contribute
to the success of National Projects
and provide opportunities for
innovation leading to added value
and economic growth throughout
society, as well as offering secure
and meaningful employment to
those involved in production.

S
 trategic objectives pages 30–33

SDGs:

1	VEB.RF Institute report as of December 2020.
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ST R AT E G I C R E P O R T

Mill 5000
Steel is vital in the construction of the infrastructure used to deliver
renewable energy. Steel is used in modular photovoltaic systems, and it
plays a key role in making solar energy usable; it is used throughout solar
thermal-panels and pumps, tanks and heat exchangers. A steel pile is the
main component of tidal turbines and steel is used in wave energy devices
and to reinforce concrete hydroelectric dams.
Thick plates from MMK’s Hot-Rolling Mill 5000 are used in the
construction of the base and supports of wind-driven generators. The high
strength (up to x120) and quality of MMK’s thick steel plates guarantee
the durability, resistance to vibrations and longevity of wind generators.
Since 2018, Mill 5000 has supplied over 7,000 tonnes of steel to the
manufacturers of wind turbines in the Russian Federation.

T H E P OW E R O F STE E L

to enable a
green economy
Steel is crucial to the production of renewable energy
infrastructure. MMK is committed to making its products part of the
solution to the challenges of climate change. By developing and
employing cutting edge technologies, we aim to maintain our high
production standards and volumes while also cutting our emissions
and consuming less of the world’s resources.

>7,000t

x120

of Mill 5000 specified brand
S355J21 steel supplied to the
manufacturers of wind turbine
towers in the Russian Federation
since 2018

the high strength of MMK’s thick
steel plates guarantees longevity
of wind generators

Strategic objective:
Continually improving
environmental performance
both by reducing
environmental impact
and supporting net-zero
energy generation.

Value created:
Greener steel and an efficient,
net-zero energy industry delivers
value to all stakeholders:
investors, employees, society
and the environment.

S
 trategic objectives pages 30–33

SDGs:

1	The specified brand S355J2 is approved by the European standard.
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T H E P OW E R O F STE E L

to help build
a sustainable
future
Steel is an integral part of the circular economy promoting zero waste,
reuse of resources and recycling, thus helping to build a sustainable
future. Steel is the world’s most recycled material and 100% recyclable.
Around 90% of water used in the steel industry is cleaned, cooled and
returned to source. The energy used to produce a tonne of steel has
been reduced by 61% in the last 50 years. In 2019, the recovery
and use of steel industry by-products has reached a worldwide
material efficiency rate of 97.5%.

Reduction of
atmospheric emissions

Closing the loop in our
water supply system

MMK’s Centre for Energy Saving
Technologies (CEST) develops
innovative technologies designed
to improve energy efficiency and
reduce energy consumption.

The upgrade of MMK’s
recirculating water supply system
resulted in the commissioning of
a separation dam, which made it
possible to stop the discharge of
almost all industrial wastewater into
the Magnitogorsk reservoir and
increase the share of recycled water.

5.23 Gcal/t

97.2%

of crude steel

water reused

(21.9 GJ/t of crude steel)
the Group’s energy intensity
in 2020

Strategic objective:
Continuous improvement of
environmental performance
and reduction in CO₂ emissions
Strategic objectives pages 30–33

Core SDGs:

Relevant SDGs:

Value created:
Greener steel means cleaner
air, water and land as well as
a sustainable, highly recyclable
material that the industrial world
depends on. That benefits the
planet and everyone on it.

ST R AT E G I C R E P O R T

MMK is committed to consuming fewer resources
and to reducing the emissions we release into the
air, sea, and land. Our strategic commitments are
aligned to the UN SDGs, and we are building
infrastructure and processes to support them.
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T H E P OW E R O F STE E L

to inspire
innovation
and provide
opportunities
The modern world is – literally – built on steel. Steel is vital to all
aspects of life, forming the backbone of industrial infrastructure,
domestic conveniences and everything in between. It evolves to
meet the changing needs of its users and that makes it a material
that inspires creativity and innovation.

MMK’s culture, and the way it is embedded in its home community,
stimulates a vibrant exchange of ideas at the heart of that community.
The original thinking and innovation that it encourages leads to benefits
for everyone directly or indire ctly connected with MMK.
Digitalisation is a key development area for MMK that is transforming
our approach to product lifecycle management.
Rationalisation provides challenges for our employees, to find ways
to improve existing technical solutions, modernise equipment and
create innovations.
Stimulating entrepreneurship provides support for SMEs. It is a key
strategic priority for MMK to help SMEs improve the socio-economic
position of the region. That’s why we set up the fully equipped MMK
Industrial Park; it is a great place to launch almost any type of new
production across a range of industries.

We achieved the following results for 2020 through
innovation and support for SMEs:

А-А

340

MMK Industrial Park was
ranked 16th and rated as ‘most
attractive for investors’ (A-A) by
business publication, Expert

jobs were created through
the industrial park

35%

68.3%

of vacant production premises
sublet to residents

level of employee engagement
at MMK

Strategic objective:
Leadership in
production efficiency
Corporate culture
of opportunities

Value created:
Innovation brings benefits across
the board: cleaner, more efficient
steel production, opportunities
for employees to develop
and for society to benefit, and
improvements throughout the
industry thanks to better, faster,
safer, cleaner solutions.

S
 trategic objectives pages 30–33

SDGs:
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Our investment case

In a world in which progress relies heavily on the supply of quality
steel products, MMK presents unrivalled potential for sustainable
growth in the steel sector. Building on its long-established heritage,
the Company is able to benefit from a wealth of opportunities by
making the most of its geographical and geological advantages
to produce world-leading steel products.

Common

Uncommon

High profitability and
cash flow generation

Solid dividends and
the highest TSR

2016–2020 EBITDA margin of

One of the highest dividend
yields in the sector

23% – 35%
Net cash flow generated
for 2016 – 2020

$4bn
Prudent capital
allocation
Investment projects IRR

>20%

Low cost profile
1st quartile on the global
cost curve

Rare
Unique market
exposure

Unique high-quality
product portfolio

81%

48%

More than 80% of our products are
sold in the domestic market: Russia and
Former Soviet Union (FSU). The Russian
regions where MMK’s customers are
based account for over 45% of all steel
consumed in Russia.

of products sold are
premium products.

ММК is best positioned
for potential upside
as a result of the
implementation of
the National Projects
initiative

Unparalleled access
to raw material base

TSR

312%
MMK is one of the leaders among
Russian and world steel companies,
with a 312% TSR, weighted by
capitalisation, generated over the
past five years (2016 – 2020)

Lowest debt burden
Strongest balance sheet in
the sector

Free cash flow dividend payout

>100%

ST R AT E G I C R E P O R T

A leading Russian steel producer

When domestic steel volumes rise by
10%, EBITDA increases by 27%; when
domestic steel prices rise by 10%,
EBITDA increases by 9%.1

“In 2020 MMK continued to perform strongly in
the face of unprecedented pressures presented
by the double challenge of falling oil prices and
the COVID-19 pandemic; this speaks to the
fundamental wisdom that underpins our strategy.”
Pavel Shilyaev, Chief Executive Officer

1 Source: J.P.Morgan estimates.

MMK is set to be a major beneficiary
of the forecasted cooling of iron ore
prices, which should support better
earnings momentum vs peers in the
mid‑term.
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At a glance
“Our high-quality asset base, operational excellence and culture of innovation combined
with our prime geographical advantages, result in some of the most competitive production
costs in the world.”
Pavel Shilyaev, Chief Executive Officer

MMK is one of the world’s largest steel producers. Our operations encompass
the entire steel production chain and we specialise in premium steel products.
We are a leading Russian metals company

We focus on premium products

We integrate ESG into our business

In 2020 we refreshed our strategy
to reflect our commitment to making
sustainable development intrinsic to
MMK’s business model.

No.1

No.1

312%

No.1

No.1

steel supplier in the
Russian market

steel supplier for the automotive
industry in Russia

One of the highest TSRs among Russian and
global steelmakers in 2016-20202

producer of premium
products in Russia

supplier of galvanised and
polymer-coated steel in Russia

Market share

MMK is the only producer MOEX and LSE
of tinplate in Russia
MMK shares are traded on MOEX

27%

Premium products
Thick plate (Mill 5000)
Cold-rolled products
Galvanised steel
Polymer-coated steel¹
Tinplate
Metalware²
Other downstream products³

16.1%

Market share by company %
MMK 16.1%
Peer 1 14.4%
Peer 2 9.8%

(Moscow Stock Exchange) and
GDRs are traded on the LSE (London
Stock Exchange)

Total revenue

Peer 3 3.9%
Other 55.8%

$6,395m
Revenue by
segment 1 %
Russia 91.6%
Turkey 8.1%
Coal 0.3%

High-quality asset base
with some of the lowest
production costs in
the world

MMK’s share of the premium
product market in Russia

Product portfolio
Premium 48%
Hot-rolled products 40%
Long 12%

We use our own iron ore
and coal in our production

We are a producer that carries out every
aspect of the steelmaking process

We produce the widest range
of products in Russia

Self-sufficiency

Pig iron

Key industries

40%

Iron ore

10 mtpa

17%

Electricity
75%

output from our basic
oxygen furnaces (BOF)

– To strengthen our partnerships in the region
– To protect the environment by minimising our environmental impact
Our culture
The corporate culture of MMK is the basis for achieving business
success and is closely aligned to the Company’s strategy.
MMK contributes to improving people’s quality of life and creating
new opportunities in the region where it operates. Ever-greater
sustainability is facilitated by an effective corporate governance
system to build trust with stakeholders.

– Conducting a qualitative and quantitative climate risk
assessment in line with the Task Force on Climate-related
Financial Disclosures (TCFD)
– Gross GHG emissions (Scope 1, 2 and 3) down by almost 6.8%
– $74.6 million investment in environmental projects
– 28.4% reduction in waste generation
– $29.7 million total social investments in local communities

10 mtpa

Coal concentrate

– To protect the well-being of our employees and nurture talent

Our contribution to UN SDGs
– A high degree of transparency in communicating
environmental impacts to stakeholders

Sustainable high margins
and cash-flow generation

Crude steel

A major employer in the region
We are a major employer in the regions where we operate and
we recognise our responsibility:

– LTIFR for Group employees and contractors reduced by 25.8%
year-on-year
– Implementing the Digitalisation Strategy 2025
Construction

Energy

Machine
building

Automotive

Other industries

output from our
eight blast furnaces

4 mtpa
P
 roduction process pages 42–43

1 Revenue from external customers.
2 Total shareholder return in 2016 – 2020 weighted by capitalisation. Source: Bloomberg.
Source: Metal Expert and Company data

output from our electric
arc furnaces (EAF)
and double-hearth
furnace (DHF)

Packaging

Transport
Infrastructure Household
(ships, trains) (railways,
appliances
bridges)

1 Including high-quality decorative coating which is used for SteelArt and Moiré patterns.
2 Including wire, wire rope, fasteners.
3 Formed section, band, pipe, other metal products.

Commitment to transparency
We are committed to transparency in all our communications.
Our reporting is based on GRI and SASB frameworks and our
stakeholders are kept fully informed through a range of mechanisms
including investor presentations, annual reports, sustainability
reports and the corporate website.
S
 ustainability pages 58–111

ST R AT E G I C R E P O R T

A leader in premium
steel products in Russia
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At a glance
ST R AT E G I C R E P O R T

Ideally placed to meet
market demand

The MMK Group
Sales geography, %

MMK’s prime geographical location means it is ideally-placed
to supply its products to the regions of Russia and FSU where levels
of metal consumption are highest.

Domestic sales1,2

Exports

19%

81%

of all Group sales are exported
to countries around the world 3

of all Group sales are
to the domestic market

We operate across three business segments, in Russia and Turkey
Steel segment Russia

Steel segment Turkey

Coal mining segment

Focusing on the most attractive
steel product markets for the
Group: Russia and FSU

Meeting demands of the Middle
East, European and Asian markets

Meeting the internal needs of the
steelmaking business

Russia

FSU

Exports

Sales by region

Sales by FSU countries

Sales by country

Ural 36%
Volga 20%
Siberian 11%
Other 33%

Uzbekistan 32%
Kazakhstan 30%
Belarus 12%
Other FSU* 26%

Asia 35%
Middle East 40%
Africa 12%
Europe 11%
 Central and Latin
America 2%
North America 0.3%

*U
 kraine, Georgia,

Armenia, Azerbaijan,
Turkmenistan, Tajikistan,
Kyrgyzstan, Moldova

Siberian
Federal
District

Ural
Federal
District

Our operating sites and markets

5
Volga
Federal
District

2,3
4

Coal mining segment

Steel segment

Markets

1
Russia
1 	MMK-COAL,
Belovo, Kemerovo Region
Coking coal concentrate produced
from our Kemerovo mines is used in
Magnitogorsk for the production of
coke used in steelmaking

2 M
 MK, Magnitogorsk,
Chelyabinsk Region
3 	MMK-METIZ, Magnitogorsk,
Chelyabinsk Region
4 M
 aly Kuybas (iron ore),
Magnitogorsk, Chelyabinsk Region

	Key domestic markets (Russia)
	Other Russian markets
FSU markets
Exports

5 	MMK-LMZ, Lysva,
Perm Region

7
6

Turkey
1 Domestic markets include Russian and FSU markets that are geographically
close to the main production site in Magnitogorsk.
2 Hereinafter is calculated as the share of sales in tonnes.
3 Including Steel segment Turkey sales.

6 	MMK Metalurji, Iskenderun
7 	MMK Metalurji, Istanbul

Turkish market
Exports
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Our business model

Inputs
Financial
–	Strongest balance sheet in
the sector
–	A large portfolio of available,
undrawn credit facilities
–	Prudent capital allocation

Business
–	High level expertise in
steel production
–	Sustainable relationships with
contractors and suppliers
–	High-quality asset base with stateof-the-art production equipment

Natural
–	Coal reserves
–	Iron ore reserves
–	Biodiversity and ecosystems
–	Water, air, soil

Integrated business process
MMK brings together a range of processes
to form a cohesive, effective operations:
– Innovative approach to production
methods and utilisation of raw materials
– Culture of operational excellence
– Digital innovations to drive
sustainable growth

17%

Coal
concentrate

Scrap

Electricity

65%

Intellectual
–	Investment in skills and expertise
–	Use of leading digital technologies
to drive growth
–	Culture of knowledge building
and sharing

Products and applications

To be the
best supplier

We produce a wide range of premium steel
products that enable growth and drive a green
economy across a wide variety of industries

1

Superior product portfolio

2

Customer focus

40%
75%

 Leadership in production
efficiency

4

 Excellence in procurement
and supply chain
management

Pig iron making

Steel making

Flat and long products

To be a
responsible,
sustainable
business (ESG)
5

 Corporate culture
of opportunities

7

 Continuous improvement
of environmental
performance and
reduction in CO₂ emissions

Focus on premium products

Social and
relationships
–	Constructive relationships with
local government and communities
–	Productive dialogue with
stakeholders

Enablers
Premium
product share

48%

Intelligent financial and
investment policy
Digitalisation
Transparency and
disclosures

7.7%
11,380
Employees received training

Construction

Energy

Machine
building

Automotive
Customers

8.16

Other industries

out of 10, the average customer
satisfaction score

Packaging

Transport
(ships, trains)

Infrastructure
(railways,
bridges)

Household
appliances

Local communities

$41m

Zero injuries

6

Shareholders

Employees

To be a leader
in operational
excellence
3

Value for
stakeholders

Dividend yield

Raw materials processing

Human
–	56,609 employees
–	Strategy to attract and retain highpotential employees across Russia
–	Deep-seated history and tradition
in metallurgy
–	Know-how and skills transferred
from generation to generation
–	Deepening culture focusing on
health and safety

Our 2025 strategy

Key industries

Self-sufficiency
Iron ore

Economic growth and development across the world drives demand for steel. At MMK we focus on
meeting the world’s growing demand for premium steel products in a way that creates long-term value
for all our stakeholders, drawing on our expertise that reaches back almost a century.

Investment in philanthropy and
the development of of the regions
we operate in

Suppliers

Markets

990

Domestic market sales1

Export market sales

81%

19%

of our sales are made
within the domestic market
(Russia and FSU countries)

of our sales are to export markets
(Asia, Middle East, Africa, etc.)

active suppliers are connected
to MMK’s electronic document
management system (+ 74% y-o-y)

State

$219m
Taxes paid

1 Hereinafter is calculated as the share of sales in tonnes.

Underpinned and informed by:

Effective risk management and governance
Strategy Pages 30–33

Pages 112–146

Deep analysis of market trends and opportunities

Pages 24–29

Material issues

Pages 22–23, 63
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Stakeholder engagement
1
2
3
4
5

MMK listens to its stakeholders in order to understand what is important
to them and this helps guide the Company’s direction and priorities.

Employees

Shareholders and investors ¹

6

Customers

Material topics

7

9

10

11 12 13 14

1

3

4

5

6

	 My MMK corporate app
The
	Employee surveys
	Social media
	Safety Director hotline, e-mail, post office box
	Ethics hotline, e-mail, “Ethics” post office box
	Communication about the activities of the
Employee corporate training centre
– 	Skills contests to identify the best-performing
employees
– 	Scientific and engineering conferences

1 Including senior management.

Suppliers and contractors

Government bodies

10
11
12
13
14

Local community development
Human rights
Employee engagement
Corporate governance
Anti-corruption and ethics
Supply chain
Economic performance

Local communities ²

7

12 13 14

3

4

5

6

7

8

12 14

2

5

6

7

8

12 14

Stakeholders’ interests and expectations

– Share
	
price growth and stable dividend income
– 	Financial and operational performance
– 	Efficient practices in corporate governance,
risk management and sustainability
– 	Implementation of MMK’s Development
Strategy

–
–
–
–

	Product quality and customer focus
	Supply discipline
	Financial performance and market presence
	Integrating sustainability principles in the
Company’s operations
– 	Low-carbon and energy-efficient production

–
–
–
–

	 and transparent procurement process
Fair
	Delivering on all contractual obligations
	Promoting safety culture
	Business ethics and anti-corruption

– Financial
	
performance and market presence
– 	Legal compliance
– 	Regional socio-economic development
and employment
– 	Timely payment of taxes in full
– 	Improvement of legislation
– 	Innovation and R&D

–
–
–
–
–
–

	
Financial
performance and market presence
	Social stability in the region
	Investments in regional development
	Safe working conditions and environment
	Enhancing environmental performance
	Diversifying the economy in operating regions
and creating new jobs

– Entering
	
into agreements on social and
economic cooperation
– 	Monthly discussions between professional
specialists and local Magnitogorsk officials,
regarding legislative initiatives and other
relevant issues
– 	Implementation of external social programmes
and projects for the development of territories
where MMK operates

– The Magnitogorsk Metal newspaper, local
TV programmes and radio stations
– Phone calls and letters to the corporate
media office
– The official website
– Implementing external social programmes and
projects aimed at developing operating regions
– Supporting SMEs through MMK Industrial Park

– Membership of the Russian Union of Industrialists
and Entrepreneurs (RSPP) new Committee on
Climate Policy and Carbon Management
– Involvement in the Environmental Coordination
Council Under the Governor of the
Chelyabinsk Region
– MMK was ranked among companies with
the highest anti-corruption level in RSPP
Anti-Corruption Ranking of Russian Business
– MMK won the “Priority” import substitution
national award for developing and launching
its Industry 4.0 strategic initiative

– Supporting local facilities and residents
– “We Stand Together” – over 300,000 food
parcels and sets of PPE provided to pensioners
and vulnerable groups, totalling over $7 million
– Investments in healthcare: $4.9 million, including
medical equipment, support for doctors and for
the local population
– Vaccinations against seasonal diseases,
delivered by medical and sanitary sites;
5,591 PCR tests conducted during the pandemic.
– Creating 340 high-productivity jobs via the
Industrial Park.

Engagement mechanisms and tools

– Social
	
media, news blogs and events plan
on the Company’s official website
– 	Annual General Meeting
– 	The ‘Status Online’ shareholders’ portal on the
Company’s website
– 	Quarterly calls for disclosure of financial results
under IFRS
– 	Site visits for investors and analysts
– 	Annual Investor Day
– Non-deal roadshows (opportunities for investors
to meet the CEO and senior management)
– Participation in industry conferences for investors
– 	Engagement with bank analysts, credit agencies
and ESG analysts

– Certification of quality management systems
at MMK and its subsidiaries
– 	Operation of the Unified Information System
for the Management of Corrective Measures
Based on Inspection Results
– 	Annual surveys to determine customer
satisfaction level and collect feedback
– 	The iCIient MMK mobile app

Key 2020 engagement results

– Recruitment Bot, an automated recruitment
system
– Updated Code of Ethics has been developed
and approved
– Over 90% of employee training carried out
in remote format
– Development of a VR-based simulator to
train workers
– Extension of MMK’s new Collective Bargaining
Agreement for 2021 – 2023
– Ensuring safe working conditions amid the
COVID-19 pandemic

7

13 14

Engagement mechanisms and tools

–
–
–
–
–
–

Materiality matrix page 63

8
9

Material topics

Stakeholders’ interests and expectations

– Compliance with the Labour Code, Collective
Bargaining Agreement, internal regulations
and policies
– Decent wages and social benefits
– Safe working conditions and environment
– Career and development opportunities

Energy efficiency
Biodiversity
Waste management
GHG emissions and climate change
Air emissions
Water management
Occupational health and safety

–
–
–
–
–

	Formalising tender procurement procedures
	Electronic trading platform
	Open Days and supplier conferences
	The MMK Supplier mobile app
	Efforts to prevent hazards in the workplace

Key 2020 engagement results

– MMK third in BCG’s 2020 Value Creators on
total shareholder return (TSR), with a 40% TSR
– MMK is among the leaders in information
disclosure for investors, ranked third by “BCS
World of Investments” in corporate websites
– Interactive Investor Day, MMK Online
– Establishing engagement with retail investors
as well as institutional investors
– MMK’s CEO joining quarterly conference
calls to discuss financial performance
– New position: Head of Sustainable
Development to manage ESG

– MMK hosting the Robotic Process Automation
(RPA) Connect 4.0 conference which was
devoted to the application of software
robotisation in production
– Developing new steel grades based on the
results of agile meetings and collaboration
between specialists from different departments
– Approving a new energy policy to reduce
energy costs as a share of total production costs
– Shift to an online MMK consumer survey system,
reaching the target customer satisfaction level

– Completing the plan to implement categorybased strategies, developing category
management initiatives
– Piloting the Oracle SSP Cloud module to
manage centralised procurement
– Increasing the number of documents signed
within the electronic document management
system to 38% for contracts and to 70%
for specifications for the supply agreements

2 Employees’ families, trade unions, mass media, SMEs.
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Market review

MMK was well placed to respond to the challenges of falling demand and
prices for steel, thanks to its focus on exceptional customer service and the
provision of high-quality, niche products.

Steel production and consumption
According to the World Steel Association (WSA), global crude steel output decreased by 0.9% to 1,864 million tonnes in 2020. WSA estimates
that demand for steel has declined by 2.4% to 1,725 million tonnes.
USA
The United States produced 72.7 million tonnes of crude steel in 2020,
down 17.2% on 2019. At the same time, steel consumption in the US oil
and gas industry fell sharply, with capital investment in construction and
the industrial sector also declining amid the coronavirus pandemic.
Accordingly, Russia overtook the United States as the fourth-biggest
steel producer in the global ranking of major steel-producing countries.

Global crude steel production, mt
2,000
1,500
1,000
500

In 2020, the global market faced the serious and unforeseen headwinds of the COVID-19 pandemic
which battered the global economy. Governments around the world scrambled to put together
measures to support domestic producers and overcome the crisis.
Demand and prices for metal products

trading companies had to restock their inventories, which they had
exhausted during the spring and summer of 2020. Not all steel mills
had had time to fully restart production by then, however. As a result,
the market felt an acute shortage of rolled steel supply, with delivery
times increasing sharply; this worsened the situation on the global sales
markets in November – December 2020.

In April, demand in the global steel industry reached its lowest point
of 2020 but began to recover gradually in mid-May. The recovery
was, however, uneven across countries depending on their success
in containing the spread of COVID-19, the structure of each national
industry and economic support measures. Predictably, global rolled
steel prices declined in Q2 2020 due to lockdown measures.
By the end of Q3, demand for metal products had increased across
all major markets. At the same time, prices gradually began to recover
through September and stabilised by October, as regional metals
Hot-rolled coil FOB, $/t

During the same period, we saw a rally in the price of raw materials,
primarily iron ore and metal scrap. All these factors led to a surge in
rolled steel prices on the global sales markets at the end of 2020,
hitting their highest level since 2011.
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Asia produced 1,375 million tonnes of crude steel in 2020, an
increase of 1.5% compared to 2019.
China
China produced 1,053 million tonnes of crude steel in 2020, an
increase of 5.2% compared to 2019. China’s share of global crude steel
production increased from 53.5% in 2019 to 56.5% in 2020. Thanks
to its government’s stimulus package, China’s economy was the first to
recover from the downturn caused by the coronavirus pandemic and
lockdown measures, and returned to growth. Amid a rebound in the key
industries, China’s demand for steel reached record levels, with CMIPRI
(China Metallurgical Industry Planning and Research Institute) estimating
a 9.6% increase to 981 million tonnes in 2020 compared to 2019.
2020 saw a considerable increase in imports. According to Mysteel,
total imports excluding slabs and billets increased by 64.4% and
reached 20.2 million tonnes, the highest level since 2006.
India
India, the world’s second-largest steel producer, posted a 10.6%
decline year-on-year in crude steel output in 2020, to 99.6 million
tonnes. In April and May 2020, the country imposed very strict
lockdown restrictions and this led to a drop in industrial production
and construction, the closing of all mini-mills and slashing of steel mill
utilisation rates to 40%–50%.

Rebar FOB, $/t
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Turkey
Turkey’s steel industry gradually regained momentum, producing
35.8 million tonnes of crude steel in 2020, a 6% increase year-onyear, which put the country in seventh place in the global ranking of
major steel-producing countries, slightly ahead of Germany. Demand
for metal products in Turkey contracted due to the global pandemicinduced lockdown and the Turkish lira’s volatility against the US dollar.
In the second quarter, export sales declined, primarily in Europe, due
to restrictions on movement of goods between Turkish regions and
border closures with neighbouring countries. The government took a
number of additional measures to reduce the negative effects of the
pandemic, stimulate economic growth and protect the internal market
from import pressures. A gradual recovery in domestic demand and,
towards autumn, in demand from the EU, encouraged Turkish
producers to ramp up rolled steel output.

In response to the spread of COVID-19 in Russia and around the world,
the Group promptly established a special committee, led by the CEO,
to monitor the situation. The Group took active measures to prevent the
spread and reduce the risk of coronavirus.

Despite market headwinds, the Steel segment Turkey increased its sales by
2.8% year-on-year to 741,000 tonnes which reflects the product portfolio
diversification strategy of the segment and is linked to the significant
growth in polymer-coated steel sales volumes by 25.5% year-on-year to
181,000 tonnes.

As part of its strategy, the Group focuses on sales of premium products
and delivering the best quality customer experience. Despite unfavourable
market trends in 2020, the Group’s share of premium products in sales
was high, at 48%.

We continue to implement our digitalisation strategy focused on
operational efficiency. The annual positive boost from the operational
efficiency and cost optimisation programmes under our updated strategic
initiatives amounted to $83 million.

Moreover, the Group continued to increase sales of niche products.
In 2020 sales of polymer-coated products under the SteelArt brand
increased by 26% year-on-year to 20,000 tonnes.
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Our response to these trends

EU
The EU produced 138.8 million tonnes of crude steel in 2020, a
decrease of 11.8% compared to 2019. Germany produced 35.6 million
tonnes of crude steel in 2020 (down 10%), Italy 20.2 million tonnes
(down 12.9%), France 11.6 million tonnes (down 19.8%) and Spain
10.9 million tonnes (down 19.5%). As the pandemic surged in Europe
in March and April, the EU’s economy was hard-hit and business
activity was sluggish. In the autumn, demand in Europe improved
slightly driven by the EU governments’ stimulus programmes as well as
the release of pent-up demand. Towards the end of the year, rolled
steel consumption increased further as a result of tight supply, rising
prices for raw material and metal, and an anticipated tightening of
lockdown measures on the news of a new strain of coronavirus
identified in the UK.

ST R AT E G I C R E P O R T

The challenges and opportunities offered
by 2020 and MMK’s response to them
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Market review

According to Rosstat, Russia’s GDP followed global trends and fell by 3% year-on-year in 2020, and
its industrial output was down 2.6%. In 2020, metals market players had to operate in an extremely
uncertain and highly volatile environment as the COVID-19 pandemic dampened overall business
activity and led to a general downturn in the Russian market.
Demand and prices for metal products
In Q1 2020, the market environment in which metal producers operated
was stable. In Q2 2020, total domestic metal consumption sagged
by more than 18% year-on-year as a result of measures taken in late
March to counter the pandemic, with operations suspended and metal
consumption slowed down for almost a month. Producers maintained
their asset utilisation by refocusing on exports and stepping up their
equipment maintenance activities.
Producers and consumers were quick to adapt to the new market
conditions and operating modes during the pandemic. Once lockdown
was lifted, demand started to recover at an extremely rapid pace, as
pent-up demand was released and consumers dramatically ramped
up their activity in an attempt to make up for the losses suffered during
the forced downtime. The market was also affected by the specifics
of steel operations, namely a rather long production cycle, which is
not flexible enough to rapidly ramp up production of certain rolled
products and promptly meet soaring demand. All these combined
led to shortages in many flat products.
At the end of the third quarter, metal consumption in Russia not only
returned to the levels seen in the same period of 2019 but even
exceeded it slightly (by 1.3%). Steel companies resumed operations,
ramping up to full capacity.
In late 2020, instead of the expected seasonal decline in demand,
the market experienced another surge in demand and prices. With
domestic sales projected to decrease and with global prices growing,
Russian producers secured substantial export contracts. Anticipating
a seasonal decline in demand ahead of the winter season, trading
companies, which partly level out cyclical fluctuations in market
demand, also reduced their stock levels. Buying activity in the domestic
market increased due to the construction boom and the need to spend
allocated funds. By that time, however, there were no more available
tonnes in the market to meet the increased domestic demand.

All in all, demand for steel in Russia fell by fell by 3.5% to 45.5 million
tonnes in 2020, according to an estimate by Metal Expert. According
to Rosstat, pig iron production in Russia totalled 52 million tonnes in
2020, up 1.2% year-on-year, with the output of finished steel products
remaining virtually flat (up 0.3%) at 61.8 million tonnes.
Prices in the Russian metals market followed global and domestic
demand trends during 2020; starting with growth in the first quarter,
prices declined in the second quarter and resumed growth towards
the end of the year.
Metal consumption and prices in Russia in 2020
50 Consumption, mt
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Imports and exports
In 2020, the volume of imports in the Russian metals market (excluding semi-finished products) decreased by 10.5% year-on-year, and its share
decreased from 11.1% to 10.3%, according to Metal Expert. Imports increased in the cold-rolled steel (up 17.4%) and tinplate (up 10.4%)
segments, with imports of other metal products lower year-on-year.
Dynamics and structure of the Russian market for rolled steel, mt
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MMK shipments by sector in Russia, %
Food industry

Hot-rolled thick sheets
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MMK is a leader in the Russian market for metal products, and makes the most of its geographical position and extensive product mix, including
premium products.

Bridge construction

Cold-rolled products

-25

MMK sales breakdown by sector in Russia

Tinplate

Long products¹
0

Construction
There was an overall slowdown in construction, which started in 2019
and continued into early 2020 due to lower investment demand.
This, combined with lower household incomes and stricter legislation
on co-investing in home construction, gave way to a boom in home
construction in the second half of the year. Lower deposit rates coupled
with the launch of subsidised home mortgage programmes led to a
surge in demand for residential property. Metal consumption by the
construction industry showed a slight decline in the long products
segment (down 2.0%), which was virtually offset by an increase in the
consumption of flat products (up almost 10%).

Railcar manufacturing
The significant growth in freight car output in 2019 was followed by an
even faster decline in 2020, as demand from major customers dwindled.
The negative impact was caused by weaker freight traffic, lower railcar
lease rates and a surplus of railway rolling stock. This, in turn, reduced
the supply of rolled steel to the industry by close to 25% in 2020.

Market share by company in Russia, %

Changes in imports in the Russian market in 2020, ’000t

50

Pipe industry
In 2020, the pipe industry showed the expected weak dynamics,
with production across all types of steel pipe (including seamless)
down by 14.3% year-on-year to 10.2 million tonnes. Demand for steel
pipe fell by 15.8% year-on-year to 9.3 million tonnes, primarily due
to a significant decline in the consumption of large-diameter pipe,
which caused a considerable drop in demand from Russian largediameter pipe manufacturers (down 44.2% year-on-year). As a result,
consumption of flat products by the pipe industry decreased by
17.7% year-on-year. The completion of major trunk pipeline projects
coincided with a blow delivered to the oil and gas industry by the fall
in global energy prices and the subsequent decision by OPEC to cut
oil production; this led to an overall decline in upstream and midstream
investment. The decline in demand for pipe used in the construction
sector, however, was not as significant (less than 4%).

Automotive industry
In 2020, the automotive industry experienced a downturn but
managed to avoid a more significant decline thanks to the
government’s stimulus package and an uptick in consumer demand in
the second half of the year. According to Rosstat, in 2020, production
of cars was down 17.5% year-on-year to 1.26 million units and
production of trucks fell by 8.7% to 142 thousand units. The industry’s
demand for metal products declined by 10% year-on-year compared
to a drop of almost 20% in the first half of the year. The timely allocation
of public funds to support the industry, including advance purchases of
vehicles by the government, as well as an uptick in consumer demand
amid overall volatility and lower bank rates have reversed the negative
trend. In 2020, the government’s stimulus package for the industry
totalled $629 million.
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Excess metalware production capacity in Russia was one of the
major challenges highlighted by metalware companies. Foreign
competition also remains an issue, particularly imports from China
and especially in the segment of fasteners and welding consumables.
Additional competitive pressure on the metalware market came
from new players emerging, such as factories built with foreign
investment and using the latest high-tech equipment.
The metalware market’s recovery in 2020 was driven by the
measures taken by the Russian government to support core industries,
the lifting of lockdown restrictions and the launch of the vaccination
campaign, which together contributed to the uptick in consumption.

Production and sales
In 2020, according to Prommetiz Association, metalware production
remained virtually flat year-on-year (down 0.3%). Sales also stayed
similar to 2019, with domestic sales down 4% and exports up 15%
year-on-year.
Metalware sales, mt
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Commodity markets
In 2020, price dynamics and demand in the global iron ore
markets reflected the spread rates of COVID-19 and its impact
on steelmaking across the world. Demand for iron ore is strongly
influenced by China, which was the first to bring the pandemic
under control and launch a new investment cycle, with its demand
for iron ore eventually staying flat year-on-year. At the same time,
coking coal and scrap markets depend on multiple regions,
resulting in highly varied demand and prices between these
markets during 2020. In Q4 2020, global steelmaking capacity
utilisation was close to its pre-crisis levels, with prices for certain
raw materials already exceeding their five-year highs.

Iron ore index CIF China, $/t

2

Other

Our commitment to high-quality, niche products, combined with smart business practices and production
technologies, enabled MMK to successfully navigate the unpredictable markets for commodities and
raw materials in 2020.

The base price index for iron ore (62% Fe) grew by an average
annualised rate of 16% to about $108/t. The average price level
for scrap increased by 0.5%, and the spot price index for coking
coal decreased by 22%.

Product share in metalware market in Russia in 2020, %
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Our response to these trends
The global pandemic and the introduction of quarantine measures
to combat the coronavirus in Q2 2020 had a significant impact on
economic activity in Russia. At the same time, the Group carried out
planned repairs of the blast furnace, converter and rolling equipment.
The Group also shifted its sales to international markets, particularly
to Asia.
The Group continued to focus on the domestic market (Russia and FSU).
In 2020 the share of sales to the domestic market was 81%, and half of
these sales were premium products. MMK is the number one supplier
in the Russian market with 16% market share in 2020.

Source: Bloomberg

Changes in the global average production cost
of hot-rolled coils, $/t
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Russian raw materials prices changed dramatically throughout 2020,
driven by demand-side pressure and price dynamics in international
markets. In this context, prices mostly declined in Q2 2020 but then
trended upward in H2 2020, drastically accelerating in Q4. In 2020,
supplies of raw materials within Russia (excluding scrap) were close to
2019 levels, allowing Russian steelmakers to continue benefiting from
significantly lower prices for raw materials compared to their global peers.
Changes in the price spread calculated as the difference
between the average weighted selling price for MMK’s
products in the Russian market and the cost of MMK’s
raw materials basket, $/t
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Demand
The global economic recession amid the COVID-19 pandemic
also affected metalware market activity in 2020. In the second
quarter, lockdown restrictions suppressed domestic and external
demand in key metalware-consuming industries, where companies
were forced to reduce their purchases. Lockdown-related
constraints on trade and production as well as closures of
construction sites caused the market to shrink by 30% between
March and May 2020.

Source: Bloomberg

Given the divergent trends in prices for raw materials in 2020,
the global average production cost of hot-rolled coils remained
virtually unchanged year-on-year. At the same time, feedstock
prices, capacity utilisation rates and FX fluctuations had a significant
impact on the volatility of production costs during 2020.
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Cost of MMK’s raw materials basket
Source: Company data

2019
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Price spread

Average price per tonne of MMK’s steel products

Driven by the COVID-19 pandemic, annual average prices for MMK’s
steel products decreased noticeably because of low prices in Q2 and
Q3 2020. MMK was nevertheless able to keep its average annual
price spread only slightly below its historical average.

Despite the decrease in demand in metal consumption in Russia we
continue to be the top supplier for the automotive industry with the
predominant market share.

Our response includes:
Relying on a sufficient supply of key raw materials for steelmaking and
capitalising on its cost-reduction programmes and advanced lean
production technologies, MMK improved its position in 2020 in both
Russian and global markets for rolled steel, moving its production of
hot-rolled coils further down the global cost curve.
Given that MMK’s finished product mix is weighted heavily towards niche,
premium products, MMK has been able to take advantage of the existing
correlation between prices for raw materials and rolled steel to maintain
a consistently high spread throughout price cycles.

Global cost curve for the production of hot-rolled coils in 2020
900 $/t
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Source: CRU Steel Cost Model 2020
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Our strategy for leadership,
sustainability and growth
The modern world is changing rapidly, creating fresh challenges and
opportunities. In 2015 we set out our strategic objectives and in 2020
we reviewed and refreshed them.
We aim to continue to be the best supplier for
all our customers, thanks to our optimum product
portfolio and the further development of a
customer-orientated business model. We strive
to be the industry leader in terms of operational
efficiency, balancing this with the need to pay
close attention to sustainable development. We
continue to develop and implement digitalisation
throughout our operations.

In 2015, the MMK Board of Directors approved
a 10-year Development Strategy. In 2020,
despite the economic challenges caused by the
pandemic, the MMK Group maintained a
relentless focus on executing its strategy,
delivering the activities planned to achieve our
strategic objectives. Our updated strategy takes
due account of the material issues inherent in our
business and is also informed by the rigorous risk
assessment and market analysis that we
undertake. The values underpinning the UN’s
Sustainable Development Goals are the same
values that drive MMK’s Group Strategy 2025.

In addition, we decided to update our strategy
in a way that adds clarity to MMK’s priority
development areas and to update our strategic
objectives. In this way, we will be well-placed
to rise to the new challenges that we face in
the world amid the significant changes in the
external environment and lower economic
activity because of COVID-19 both in Russia
and globally.
Transparency and disclosure, smart financial and
investment policies, and digitalisation are key
enablers for the MMK Group’s Strategy 2025.

Our vision
The MMK Group is a highly efficient Russian metals producer that focuses on meeting the needs of
our customers and adheres to the best practices for occupational health and environmental safety
and ensures the retention of professional, proactive and motivated personnel.

Our strategy is to drive value for all
stakeholders through sustainable growth,
delivering strong performance in all aspects
of the business.

To be the best
supplier
Our
values

To be a leader
in operational
excellence

	
Superior product
portfolio

Partnership approach
to our customers

Continuous improvement
across all business lines

Leadership in production
efficiency

Customer focus

Excellence in
procurement and supply
chain management

To be a responsible, sustainable business (ESG)
Zero injuries
Corporate culture of opportunities

Safety at work

Continual development
of our people, creation of
opportunities for personal
and professional fulfilment

Respect for the
environment; social
and environmental
responsibility

Continuous improvement of environmental performance and reduction
in CO₂ emissions

Enablers
Intelligent financial and investment policy
Digitalisation
Transparency and disclosures

KPIs pages 36–39
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Strategy implementation status
Our strategic goal is to achieve $1 billion EBITDA growth by 2025
by implementing our portfolio of strategic objectives.
Strategic objectives

To be the best supplier

1

2

Superior product portfolio
Building a superior product portfolio with a focus on an
improved service offering and higher margins through
expanding premium product ranges

Customer focus
Customer focus with continuous improvement of customer
service and developing sales through trade houses and
digital channels

Tools

Related risks

2020 results

2021 targets

– Increasing the share of
high-margin products in
the product portfolio

– Production risks

16%

– To be a leader in the
Russian market

– Developing customer
services

– Market risks
– Financial risks

MMK’s market share, the highest in Russia

– Economic security risks

46%

– Digitalisation

share of premium products in the Russian market

To be a leader
in operational
excellence

3

4

Leadership in
production efficiency
Excellence in production to reduce production costs
through continuous improvement and technology innovation

–O
 rganisational and
technical measures
–B
 aby Capex1
– E nergy management
– Innovations and inventions
–D
 igitalisation

– Production risks
– Market risks
– Economic security risks

– To increase the output
of the most in-demand
innovative products
– Develop the use of predictive
analytics to meet customer
needs and select the most
profitable sales strategies

4th place

– Maintain the position
of a low-cost producer
on the global cost curve

on the global cost curve 2

21.9 GJ/t

of crude steel

Excellence in procurement and supply chain
management
Excellence in procurement and supply chain management
aligned with global best practices

– To have the largest share
of premium products in
the Russian market

57

innovative products shipped to market

UN SDGs

– Leadership in energy
efficiency: 21.8 GJ/t
– $5m savings resulting
from supply and
procurement strategies

the Group’s energy intensity

$6m

savings resulting from supply
and procurement strategies

To be a
responsible, sustainable
business (ESG)

5

6

7

1
2

Baby CAPEX – low-cost, high-impact investment projects
CRU data 2021

Zero injuries
Achieve the goal of zero injuries (and zero work-related
fatalities) by driving safety across operations processes

Corporate culture of opportunities
Corporate culture of opportunities with a focus on stronger
employee engagement

– Performance management
systems
– Culture of engagement
and innovation
– Digitalisation
– Robotic process automation
(RPA) and automation of
security systems

– Production risks
– Sustainability risks

LTIFR for Group employees and contractors

68.3%

employee engagement

– 0.57 LTIFR
– +5% growth in employee
engagement
– 2.00 specific GHG
emissions (tonnes of CO₂
equivalent per tonne of
crude steel)

2.18 t CO₂e/t

Continuous improvement of environmental
performance and reduction in CO₂ emissions
Minimisation of the negative impact our operations may
have on the environment and climate

CEO’s statement pages 04–05

0.66

of crude steel

specific GHG emissions (tonnes of CO₂
equivalent per tonne of crude steel)
Risk management page 112–119

KPIs pages 36–39
Operating review page 40–55

S
 ustainability section
pages 58–111
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Capital allocation

Our strategy, to be the best supplier and a leader in both ESG and operational excellence,
drives our approach to capital allocation, as we decide where to focus our resources in line
with our ambition of creating a sustainable future. This prioritisation, in turn, is guided by the
Group’s long-established tradition as a producer of quality metals, drawing on the natural
advantages arising from its geographical location.

“We have been and will continue to be committed to a prudent financial policy. Having the lowest
debt among global steelmakers, we continue our investment projects to enhance operational efficiency,
improve working conditions and safety and reduce our environmental footprint. Maximising total
shareholder return is our topline priority and the key focus of our updated 2025 strategy.”
Pavel Shilyaev, Chief Executive Officer

Prudent investment projects management

Solid dividend policy

Strong capital discipline is crucial for making investment
decisions across the business.

Reliable dividend payouts are a key
element of our operations, designed
to create more value for all our
shareholders.

– We apply high Internal Rate of Return (IRR) hurdle rates. Only projects with an IRR above
20% are approved for implementation
– Our strong preference is for inherently flexible projects that are low-cost and require low
capital intensity
– Our investment portfolio is for the most part focused on projects enabling us to generate:
– Higher output growth and product mix enhancement
– Ecological efficiency and cost leadership
After the successful completion of the metalware capacity upgrade and the construction of
the new Sinter Plant #5 in 2019, we streamlined the modernisation of Blast Furnace #2 and
Hot-Rolling Mill 2500, which was named the steel industry’s event of the year in Russia in
2020. Both projects were successfully completed and put into operation in July 2020. We plan
to finish the reconstruction of Cold-Rolling Mill 1700 at the end of the second quarter of 2021,
which will help us to increase the share of premium products in total sales even further. The
Group is now at the early stage of bringing about another major project aimed at significantly
increasing production efficiency and improving the region’s ecological situation: the construction
of a new coke-oven battery and by-product recovery plant. The project is scheduled to be
put into operation in 2023. Once up and running, the new coke-oven battery will replace
five old batteries and will reduce consumption of coal concentrate and natural gas.

The Group consistently generates sufficient cash flow
to meet its commitment to the dividend policy. Our
dividend policy, which we reiterate this year, stipulates
paying out not less than 100% of free cash flow,
subject to Net Debt/EBITDA less than 1.0x.
In line with the policy and the Group’s strategic
commitment to maximise Total Shareholder Return
(TSR), the Board proposed the dividend for Q4 2020
in the amount of RUB0.945 per ordinary share or
114% of FCF for the quarter.
MMK is the one of the leaders among Russian and
indeed world steel companies in terms of TSR, with
a 312% TSR weighted by capitalisation, generated
over the past five years (2016 – 2020).

Focus on the ecological efficiency
of investment projects

Strongest balance sheet
in the sector

For more than 20 years, MMK has followed the principle of
introducing the best available technologies in the implementation of
investment projects. Thanks to the successful implementation of this
approach, since 2018 the Ministry of Natural Resources and
Environment of the Russian Federation no longer includes
Magnitogorsk in the list of cities with the highest level of air pollution
in the Russian Federation. In 2020, according to Rosgidromet, the
quality of atmospheric air in the city of Magnitogorsk improved
compared to 2019; the level of pollution decreased. We didn’t
stop there; we set ourselves a goal: by 2025, the level of
atmospheric air pollution in the city of Magnitogorsk should be low.
A key priority of MMK’s development strategy is to create a
comfortable and favourable environment for human life and health
in the regions where the Group operates. In this renewed strategy,
we are committed to tackling climate change by reducing the
carbon footprint of our products. The construction of a new coke
oven battery and a blast furnace are key projects that will
significantly reduce environmental impact and CO₂ emissions.

Our long-term objective is to ensure
that the Group’s Net Debt/EBITDA
ratio is no more than 1.0x

Read more on pages 64 and 79.

Financial stability remains a key focus for the Group.
MMK’s debt leverage remains among the industry’s
lowest at -0.06x Net Debt/EBITDA as of the end of
the 2020 financial year (2019: -0.13x).
MMK continues to generate strong free cash flow
($557 million for 2020) as well as a high level of
available liquidity ($2.6 billion as of 31 December
2020). This provides the Group with a generous
cushion to allow it to meet its strategic commitments.
The MMK Group’s debt repayment schedule is
comfortably spread up to 2024 and beyond, while
average cost of debt decreased to 2.55%.

Dynamics of accrued dividends for the calendar year
Dividend yield 1
Dividends per share, $
Dividends 2
14.1%
6.2%
1,200

0.03

6.2%

0.09

12.2%
8.0%
0.08

0.05

0.04

1,000
1,007
911

800
600
520

400
200

447

375

0
2016
2017
2018
2019
9M 2020
Source: Company data.
1 The ratio of dividends accrued to the market capitalisation of the company at the end of the period.
2 Accrued for the calendar year in accordance with the dividend policy.

Credit ratings at
or higher than the
sovereign rating
Standard & Poor’s

BBBMoody’s

Baa2
Fitch Group

BBB
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Key performance indicators

“We evaluate our performance across a wide range of metrics that
are aligned with our strategy. The KPIs below provide a yardstick
by which we measure the performance of the Company against the
strategic objectives we have set ourselves. KPIs include non-financial
measures such as safety statistics, as well as financial targets.”
Pavel Shilyaev, Chief Executive Officer

Financial performance
Total shareholder return (TSR) (%)

Free cash flow ($m)

2,418
20.3

15

17.7

1,492

883

10.8

557

200

2019–2020 change:

2020

2.6 p.p.

2018

2019–2020 change:

2019

4

800
799

54

40

600

30

400

2019–2020 change:

2019

200

10

0

0

2020

36.9%

511

20

0
2018

2020

17.0%

64
57

595

2

0

0
2019

1,000

60
50

-2.6
2018

Product innovation (‘000t)

6

400

500

11.3

8

600

1,000

-5

In 2020 we introduced LTIFR to the KPI parameter in order to reflect our
strong focus on sustainable development as the foundation of our strategy.
The LTIFR parameter achieved for 2021 will be reflected in management’s
remuneration for 2021.

70
11.7

10

1,038

800

1,797

10

0

Personal KPIs allow a greater degree of granularity in the pursuit of the
corporate objectives, and encourage executives to address concerns in their
areas of responsibility, such as reducing costs and increasing productivity.

On Time In Full (OTIF) (%)

12

1,000

2,000
1,500

5

Sales volumes (mt)

1,200

2,500

20

The Company has identified a range of key corporate indicators and the
remuneration of senior executives is determined by their performance in
respect of those KPIs, along with personal KPIs that relate directly to their
remit. Corporate KPIs ensure that our efforts are directed, collectively,
towards the objectives that the Board has agreed will support our strategy.
Crucially, they allow us to measure and manage our progress towards
achieving our strategic objectives.

Sales and market share
EBITDA ($m)

25

Key Performance Indicators (KPIs) are an essential element in MMK’s drive to
achieve its strategic objectives.

2018

2019–2020 change:

2019

2018

2020

4.4%

2019–2020 change:

2019

2020

10 p.p.

2018

2019–2020 change:

2019

2020

25.5%

Measurement
TSR calculation reflects generation of
shareholder value through share price
appreciation and dividends paid over the
reporting period.

Measurement
EBITDA is calculated based on operating profit
adjusted for depreciation and loss on disposal
of property, plant and equipment (deducted),
and the share of the financial results of
associates, including impairment of
investments in associates (added).

Measurement
Free cash flow is calculated as net cash from
operating activities plus interest received and
proceeds from disposal of PPE and intangible
assets, net of purchase of PPE and intangible
assets (CAPEX).

Measurement
The volume of steel products sold within
the period.

Measurement
OTIF is calculated as the number of orders
fulfilled on time in full in the selected period
divided by the total number of orders.

Measurement
The indicator is calculated as the total volume
of products with additional characteristics and
new types of products mastered and shipped
to the market.

Performance overview
TSR increased driven by positive market cap
dynamics at the end of the year due to
higher steel prices amid supply shortage
in the global market.

Performance overview
EBITDA decreased by 17.0% year-on-year
due to the impact of the pandemic on business
activity and global steel prices. EBITDA margin
was down by 0.5 p.p. to 23.3%.

Performance overview
FCF was down 36.9% year-on-year, reflecting
lower sales volumes on the back of the
worsening global macroeconomic environment.

Performance overview
Drop in demand for metal products from key
consuming industries amid the spread of the
coronavirus pandemic throughout 2020 was
reflected in the MMK Group’s total sales of
finished products decreasing by 4.4%
year-on-year.

Performance overview
OTIF was up 10 p.p. year-on-year, confirming
the effectiveness of measures taken to increase
the share of timely shipping of orders in order to
improve customer attractiveness.

Performance overview
Shipments of innovative products in 2020
decreased year-on-year due to lower demand
for metal products amid the pandemic, as well
as the reconstruction of Hot-Rolling Mill 2500
and repairs of the reversing cold-rolling mill at
Rolling Shop #5.

R

R

Link to strategy:
Our strategy is to drive value for all
stakeholders through sustainable growth,
delivering strong performance in all
aspects of the business.
To be the best supplier.

R

Link to remuneration:
To be a leader in operational
excellence.
To be a responsible, sustainable
business (ESG).

R

To help align the focus of our
Management with the interests
of our stakeholders, certain measures
are used for executive remuneration.

R

R
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Key performance indicators

Slab cash cost ($/t)

Savings resulting from supply
and procurement strategies1 ($m)

Energy efficiency (GJ/t of steel)

350

Lost time injury frequency rate (LTIFR)
(Over the past 12 months)

10

25

CO₂e (greenhouse gas emissions)
(tCO₂e/t of crude steel, Scope 1+2)

Employee engagement2 (%)
8

1.2

2.5

10

300
250

Sustainable development

291

20

305

21.4

22.5

1.0

8

21.9

1.02

269
6

15

200

0.8
6

150

10

4

5

2

2018

2019–2020 change:

2019

2020

11.8%

2018

2019–2020 change:

2019

2019–2020 change:

2019

0.66

40%

2019–2020 change:

2019

2.13

2.18

2019

2020

1.0
0.5

0
2018

2020

2.30

1.5

0

–
2018

2.0

4

2

2020

2.7%

0.6

0.2

0

0

0

0.89

0.4

100
50

68.3

6

2020

25.8%

–

–

2018

2019

0
2020

2018

2019–2020 change: n/a

2019–2020 change:

2.8%

Measurement
The slab cash cost is calculated by dividing
costs incurred in the production process by the
volume of basic oxygen furnace (BOF) steel
output for the period. Costs incurred in the
production process include raw materials
(iron ore, pellets, coking coal, ferroalloys, metal
scrap, others), fuel and power resources, labour,
repairs and maintenance of fixed assets and
other costs.

Measurement
The integral indicator is calculated as the
difference between the MMK Group’s total
energy consumption and energy generation/
utilisation of energy resources divided by
MMK’s steel production.

Measurement
Actual savings based on the results of
category‑based strategies in supply.

Measurement
LTIFR is calculated as the number of lost-time
injuries per million of person-hours worked.

Measurement
The level of employee engagement is studied
using a questionnaire method. The average
percentage of the level of engagement in the
structural unit is determined for each factor.
To calculate the level of engagement, positive
answers to the questions contained in the
questionnaire are used. The indicator is
considered average if the value of the level
of engagement is from 50 to 80%, high if it is
more than 80%, low if it is less than 50%.

Measurement
GHG emissions are calculated according
to the guidelines of the Russian Ministry of
Natural Resources and Environment, and
international standards ISO 14064-1:2018
and ISO 14067:2018 on greenhouse gases.
The calculation comprises CO₂ emissions only.

Performance overview
The slab cash cost declined 11.8% year-onyear, primarily reflecting the impact of the
rouble depreciation and decline in prices
for coal concentrate.

Performance overview
The 2.8% year-on-year reduction in net energy
consumption per tonne of steel in 2020 across
the MMK Group was due to a 20% increase
in production of coking coal by MMK-Coal,
a 0.9% reduction in coke consumption per tonne
of pig iron, and a 12% reduction in natural gas
purchases by the MMK Group.

Performance overview
In 2020, the previously started work on the
implementation of the category-based
approach to cost management of MMK’s
commercial directorate continued.
The main category-based strategies used in
2020 were as follows: selection of complex
suppliers for several categories of procurement,
transition to analogues in the technological
process and the attraction of new suppliers.

Performance overview
LTIFR decreased year-on-year by 25.8% to
0.66, reflecting a decrease in the number
of accidents. This reduction was due to the
implementation of measures to improve the
production safety culture and eliminate the
root causes of accidents.

Performance overview
The result of assessment of the level of MMK
employee engagement in 2020 showed an
average level. Based on the results of the study,
special measures were developed to increase
the level of engagement.

Performance overview
Specific GHG emissions decreased mostly
due to energy efficiency measures. The major
reduction in GHG emissions was enabled by
switching the CHPP from coal to natural gas.
MMK also actively implements other energy
efficiency projects, which directly affects the
amount of GHG emissions.

R

Link to strategy:
Our strategy is to drive value for all
stakeholders through sustainable growth,
delivering strong performance in all
aspects of the business.
To be the best supplier.

R

R

Link to remuneration:
To be a leader in operational
excellence.
To be a responsible, sustainable
business (ESG).

1 The indicator was not calculated in 2018. Tracking of the indicator started in 2019.
2 The indicator was not calculated in 2018 and 2019. Tracking of the indicator started in 2020.

R

To help align the focus of our
Management with the interests
of our stakeholders, certain measures
are used for executive remuneration.

Note: such indicators as OTIF, product innovation, CO₂ emissions are calculated for MMK only. All other indicators are calculated for the MMK Group.
Applied exchange rates: 2019 – RUB 64.77 per $, 2020 – RUB 72.4 per $, 2021 – RUB 73.05 per $.
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Operating review

In a challenging year, MMK responded swiftly and positively,
finding opportunities in the unstable circumstances.

Pig iron

9.3mt
Pig iron output decreased by 6.7%
year-on-year to 9.3 million tonnes.

Crude steel

11.6mt
Crude steel output for 2020 was down
7.1% year-on-year to 11.6 million
tonnes; this was affected by the
scheduled modernisation of Hot-Rolling
Mill 2500 and the slowdown in
business activity due to the pandemic.

“MMK boasts highly effective low-cost
operations, and is currently in the first
quartile of the global cost curve. In
2020, amid a critical decline in demand
in Russia, we boosted our exports to the
highest-margin markets. We lead the
Russian market for flat products, and
maintain our strong position in the
domestic market thanks to our high-quality
products, established sales channels and
attractive customer experience.”

We produce quality products, operating across three business segments:
Steel segment Russia, Steel segment Turkey and Coal mining segment.

48%

Crude steel production

MMK

Premium products
producer

No.1
The MMK Group is the No.1
producer of premium products
with a 27% market share

Hot-rolled products
Coal concentrate
Premium products
Thick plate (Mill 5000)

2020

2019

%

11,574

12,463

-7.1

Cold-rolled products
Galvanised steel

9,344

10,013

-6.7

Polymer-coated steel

10.8mt

Coal concentrate production

3,059

2,614

17.0

Tinplate

Iron ore production

2,893

2,769

4.5

Other downstream products 2

The MMK Group’s total sales of finished
products amounted to 10.8 million
tonnes, down 5.0% year-on-year.

Finished products sales, including:

10,755

11,316

-5.0

Metalware

20

0

–

Long products

1,275

1,352

-5.7

Wire rope

Flat hot-rolled products

4,317

4,486

-3.8

Fasteners

Premium products, including:

5,143

5,477

-6.1

High-quality decorative coating 3

5.1mt
Premium product sales dropped by
6.1% year-on-year to 5.1 million tonnes.
The share of premium products in total
sales decreased to 47.8%.

Coal concentrate

3.1mt
Coal concentrate output in 2020
amounted to 3.1 million tonnes, up by
17.0% year-on-year. This increase was
a result of the recent upgrade of the
beneficiation plant.

Wire

Thick plate (Mill 5000)

841

1,036

-18.8

Flat cold-rolled products

889

1,006

-11.7

3,414

3,435

-0.6

168

141

19.7

1,735

1,813

-4.3

Polymer-coated steel

717

666

7.7

130

Machine building

Bands

120

9.0

Household appliances

Formed sections

122

167

-26.7

83

57

47.1

418

416

0.4

39

56

-30.9

47.8%

48.4%

Downstream products, including:
Tinplate
Galvanised steel

Pipes
Metalware
Other metal products
Share of premium products
Market review 24–29
Steel segment Russia 44–51
Steel segment Turkey 52–53
Coal mining segment 54–55

MMKLMZ

Turkey

Russia

MMK Metalurji

MMK-COAL

Long products

Pig iron production

Premium product sales

MMKMETIZ

Coal

Products

Group sales

Slabs and billets

Russia

Location

Pavel Shilyaev, Chief Executive Officer
‘000 tonnes

Steel

Segment

Share of premium
products

Consumers
Automotive industry
Construction industry
Railway industry
Bridge construction

Steelmakers
Coke producers
At a glance pages 16–19

1 Asset not currently operational.
2 Formed section, band, pipe, and other metal products.
3 Decorative coating used for SteelArt and Moiré patterns.

1
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Operating review

Raw materials

Our operations in Russia include a large steel producing complex encompassing
the entire production chain, from preparation of iron ore to downstream
processing of rolled steel. We turn out a broad range of steel products
with a predominant share of premium products.
Production

Raw materials

Primary

Secondary

Production facilities

MMK Vtormet

Russia

V

MMK

Russia

M

MMK-COAL

Russia

C

MMK-METIZ

Russia

Z

Malyi Kujbas

Russia

K

MMK-LMZ

Russia

L

Third party supplier

–

S

MMK-Metalurji

Turkey

T

Products

Pig iron

Crude steel

Semi-finished

Finished

Premium products
Scrap metal

V

Billets

2.9 mtpa

S

2.0 mtpa

Coal
concentrate

4.2 mtpa
3.0 mtpa

Coke
S

4.0 mtpa

Sinter

8.9 mtpa
1.3 mtpa

K

Recyclables

M

Iron ore equivalent

5.4 mtpa

C

Iron ore
concentrate

1.6 mtpa

Electric arc
M
furnaces
Double-hearth
furnace

M

S

M

11.3 mtpa

Pellets

Blast furnaces

M

6.4 mtpa

Slabs

Note: The production process diagram shows the capacity of each production unit.

Z

0.8 mtpa

4.8 mtpa

M

11–11.7
mtpa¹

M

Slabs

10.5 mtpa

M

M

Other
downstream
products

M
T

1.2 mtpa

1 11.7 million tonnes when Hot-Rolling Mill 2500 reaches its projected production capacity of 5.2 million tonnes per year.

Polymercoated steel

1.1 mtpa
M

Tinplate

0.2 mtpa

– Formed section
0.8 mtpa
– Band 0.3 mtpa
– Pipe 0.1 mtpa
– Other metal
products

Thick plate
(Mill 5000)

Galvanised
steel

3.0 mtpa

2.0 mtpa

M

10.5 mtpa

Metalware

Cold-rolled
products

Hot-rolled
products

Basic oxygen
furnaces

M

1.9 mtpa

10.3 mtpa

S

Long products

M

L
M
T

L
M
T

M
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Steel segment Russia
Steel making in Russia continues to be the core of our business and 2020
saw significant upgrading of our infrastructure that will bring environmental
improvements and increased efficiency.

Location:
Chelyabinsk Region and
Perm Territory, Russia
Key production assets:
MMK, MMK-METIZ, MMK-LMZ
Share of premium products:
43%
Key markets:
Russia, FSU – 87%
Exports – 13%
Revenue:
$5,972 million
(-17.4% year-on-year)
Self-sufficiency:
Coal concentrate – 40%
Iron ore – 17%
Scrap – 65%
Electricity – 75%

Market consumption
by key Russian
industries¹
72.4%
Construction

19.0%
Energy

6.0%
Machine building

2.6%
Automotive

1 Industry share of total metal consumption
in Russia in 2020.

Production capacities

Key capacity utilisation rates 2020, %

Pig iron

Blast furnace

10.3mtpa

100%
Steel BOF
95%

Crude steel

14.5mtpa
Flat products

12.2–12.9
mtpa

Steel EAF
51%
Long products

In 2020 MMK completed the large-scale modernisation of its
second blast furnace. This will not only increase the productivity
of the furnace but also reduce the amount of dust emissions into
the atmosphere by 250 tonnes, thereby improving the working
conditions of our metallurgists.
During the modernisation of Blast Furnace #2, we dismantled
and replaced the metal components of the existing furnace and
upgraded its cooling system. We also reconstructed the foundry
yard and replaced its equipment with modern hydraulic machinery.
The implementation of the new components will increase the
efficiency of our major repairs and reduce the risk of productivity
declines due to unplanned shutdowns.

89%
Hot-rolled products
98%

New coke battery complex promises
efficiency and environmental benefits
Work on our new Coke-Oven Battery complex #12 progressed
well in 2020. The new complex, complete with state-of-the-art
technology, will replace five superseded batteries with total capacity
of 2.5 mtpa of coke. The complex includes Coke-Oven Battery #12
and a by-product and biochemical plant, for the mechanical and
biochemical treatment of wastewater. It is scheduled for completion
by 2023. The new coke battery complex is part of our overall
programme to increase efficiency, reduce processing costs and
improve environmental safety. It will improve operational efficiency
by reducing consumption of coke per tonne of pig iron and will
increase the amount electricity it generates for itself. It will also
improve MMK’s environmental performance by reducing emissions
by 11,350 tonnes per year. Investment in the project is expected to
be in the region of $800 million, representing an internal rate of
return (IRR) over 20%, in line with the Group’s strategy.

Cold-rolled products
90%

Premium products

6.8mtpa

Reconstruction of Blast Furnace #2

Coated steel products
87%

Overview
As a vertically integrated company
encompassing the entire production chain,
from the preparation of iron ore to downstream
processing of rolled steel, MMK forms the
backbone of this segment of the business.
In addition to MMK, the segment includes
MMK-METIZ (a metalware and sizing plant),
and MMK-LMZ (Russia’s only manufacturer
of electrogalvanised steel and related
polymer-coated rolled products), as well as
service and trading companies and a group of
social organisations. Key assets and production
capacities of the segment are primarily
concentrated in Magnitogorsk. The results of
operations in the Russian steel segment largely
drive the performance of the Group as a whole.
This also applies to industrial, financial and
economic indicators.

Sinter Plant #5 brings benefits for the environment
In 2019 we commissioned Sinter Plant #5, which has a capacity of up
to 5.5 million tonnes of sinter per year and is the only one of its kind in
Russia. The new sinter plant has state-of-the-art equipment, allowing
it to produce high-quality sinter. This project significantly reduces the
plant’s impact on the environment and means a significant increase
in environmental safety. It is part of the MMK Group’s large-scale
investment strategy, aimed at completely modernising all production
equipment in the first stage of processing.

– A twofold reduction in dust emissions (by 2,100 tonnes per year),
a fourfold reduction in sulphur dioxide emissions (by 3,500 tonnes
per year) and a sixteenfold reduction in benzo[a]pyrene emissions

The commissioning of the new sinter plant made possible to
decommission the outdated equipment at Sinter Plant #4. As a result,
it will be possible to achieve:

When working at full capacity, Sinter Plant #5 will be able to produce
5.5 million tonnes of stabilised cooled sinter per year, which will
provide the MMK blast furnace plant with high-quality raw materials
and will improve the efficiency of sinter and blast furnace production.
Working conditions for MMK sinter workers will improve thanks to the
environmental facilities at the new sinter plant.

– A reduction in discharges of pollutants into the water circulating
supply system by 600 tonnes per year
– A reduction in waste at the slurry deposit #2 of the sintering plant
by 13,750 tonnes per year.
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2020

2019

% change

11,574

12,463

-7.1

9,344

10,013

-6.7

10,268

11,001

-6.7

20

0

–

Long products

1,275

1,352

-5.7

Flat hot-rolled products

4,542

4,876

-6.8

Premium products, including:

‘000 tonnes

Crude steel production
Pig iron production
Finished products sales, including:
Slabs and billets

4,431

4,773

-7.2

Thick plate (Mill 5000)

841

1,036

-18.8

Flat cold-rolled products

899

1,003

-10.4

2,692

2,735

-1.6

168

141

19.7

Downstream products, including:
Tinplate

1,195

1,257

-4.9

Polymer-coated steel

536

522

2.7

Bands

130

120

9.0

Formed sections

122

167

-26.7

83

57

47.1

418

416

0.4

38

56

-31.3

43.2%

43.4%

Galvanised steel

Pipes
Metalware
Other metal products
Share of premium products

Steel sales

10.3mt
Premium product sales

4.4mt
Production highlights
The lengthy scheduled modernisation of
Hot-Rolling Mill 2500 and the challenging
market environment caused by the pandemic
drove steel sales down by 6.7% year-on-year,
to 10.3 million tonnes. Premium product sales
dropped by 7.2% year-on-year to 4.4 million
tonnes, with their share in the sales portfolio
standing at 43.2%. Key capacity utilisation rates
remained high.

Market environment
In 2020, according to Rosstat, Russia’s GDP fell
by 3.0% year-on-year, and industrial output was
down 2.6%.
The COVID-19 pandemic and related lockdown
restrictions imposed in late March 2020
dampened overall business activity and led to
a short-term contraction of the Russian metals
market. When demand was at its lowest, Russian
producers maintained their asset utilisation by
leveraging export order books and also caught
up on their equipment maintenance backlogs.
Once the lockdown was eased, demand started
to recover at an unexpectedly rapid pace. The
underestimated actual demand, combined with
limited production capabilities and the need to
deliver on export contracts signed during the
lockdown, led to shortages in many flat products.
All in all, the overall decline in demand for steel
in Russia was less than expected.
Steel prices in the Russian market followed
global market trends during 2020 and
reflected changes in demand; following growth
in the first quarter, prices declined in the second
quarter and resumed growth in the second half
of the year.

In 2020, the Russian iron ore market largely
followed global pricing trends, demonstrating
strong growth starting around the end of June,
as Chinese demand began to grow, driven by
the government’s economic stimulus package.
The Russian coal concentrate market was
under pressure in 2020, with the pandemic
exacerbating the downward trend in pricing for
coal concentrate. By the year end, prices for
coal concentrate gradually began to recover,
supported by stable demand in the domestic
market and rising steel prices in Russia and
globally.
Development projects
To read more about the Russian steel segment,
please see the Hot-Rolling Mill 2500
modernisation, Blast Furnace #2 reconstruction,
new coke battery and Sinter Plant #5 case
studies on pages 45 and 46.

2021 priorities
The Russian steel segment continues to improve
the Group’s product portfolio as part of its
strategy and aims to increase its market share in
Russia in 2021, with a resulting increase in sales
volumes of premium products and their share in
the product portfolio.

In 2021, the segment plans to launch
Marketplace, an online sales site to drive
additional sales.
As part of the strategic objective of maintaining
customer focus with continuous improvements to
customer service, the segment aims to increase
its share of sales to end consumers in the Russian
and FSU markets in 2021 through its own
trading house.
To ensure leadership in operational excellence,
Steel segment Russia aims to further reduce the
cost of production by implementing a set of
organisational and technical measures in this
area. Please see page 105 for more detail.
Strictly following the principles of sustainable
development, the segment plans to continue
work on the formation of a culture of safety at
work and to ensure the further implementation of
the strategic objective of achieving zero injuries.
It also plans to implement measures aimed at
reducing air emissions and water discharges.
In 2021 the segment plans to continue
construction of the new coke-oven battery
complex. The implementation of this project
will reduce both the cost of production and
the environmental footprint.

New product development
Mill 2500 transformed to meet
the needs of the 21st century
Hot-Rolling Mill 2500 has been in operation since 1960 and in
2020 we completed a huge project to modernise it in line with the
needs of the 21st century. The updated Mill 2500 is equipped
with the latest technology and, thanks to digitalisation, it is highly
efficient. Digitalisation is central to our strategy and, at this mill, it
includes the extensive automation of processes and production
monitoring. Mill 2500 is now a unique, high-performance unit
with an increased production volume of up to 5.2 million tonnes
per year, and it manufactures a more complex and high-quality
range of products. The reopening of Mill 2500 was awarded
the coveted accolade of ‘the Main Event of 2020 in Russian
Metallurgy’ at the 26th international industrial exhibition
Metal‑Expo 2020 in Moscow.
Mill 2500 has been updated a number of times it its 60-year life,
and the most recent project began in July 2020. As well as the
automation of processes and tracking, the project also included the
changing of the mill’s water supply cycle, the construction of an
additional water supply cycle for the furnaces and the main drives
of the roughing and finishing groups, and the dismantling of part of
the old production facilities. Production at the mill continued through
the majority of the modernisation.
The updated Mill 2500 was named after the outstanding Russian
metallurgical engineer Anatoly Ilyich Starikov, who headed MMK
in the 1990s.

MMK prides itself not only on producing premium steel products that meet its customers’ needs, but also on developing products to meet their
future needs. In 2020 MMK developed steel products that serve the future needs of a range of industries, including automotive, mining, drilling
rigs and kitchenware. As well as the new steel products highlighted below, MMK also expanded its range of construction steel angles, which are
now offered to steel traders and metals service centres in Eastern Europe.
Automotive
In 2020, MMK developed new hot-rolled
and galvanised steel grade products used
in the manufacture of super-high-quality car
body parts, and state-of-the-art passive
safety systems for vehicles. Developed in
line with General Motors’ standards, these
Advanced High-Strength Steels (AHSS)
make the vehicles lighter and improve
vehicle safety and mileage, as well as
reducing the vehicle’s carbon footprint
throughout its lifecycle.

Trucks, mining and drilling equipment
Mill 5000 began production of 366 tonnes
of heat-treated premium high strength-steel
sheets up to 50mm thick. For use in the
manufacture of heavy-duty equipment, this
new grade of steel offers a unique
combination of strength, flexibility and
resistance to impact, all at temperatures as
low as minus 70°C. For drilling rig structures,
we shipped nearly 4,000 tonnes of thick
sheets from SN490B steel, with thicknesses
from 8mm to 50mm.

Enamelled goods
In 2020 MMK produced and shipped
1,890 tonnes of new products manufactured
using an end-to-end process developed for
new cold-rolled products. These innovative
steel products meet demand from the
manufacturers of enamelled goods
(kitchenware, plumbing).

ST R AT E G I C R E P O R T
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Operational assets in Russia
MMK

MMK-METIZ

One of Russia’s largest steelmakers, MMK is based in Magnitogorsk,
Chelyabinsk Region.

One of the largest metalware producers in Russia, MMK-METIZ production
assets are based in Magnitogorsk.

Сomprising a range of processes from sintering and coking to the production of pig iron,
crude steel and finished metal products.

MMK-METIZ produces a wide range of metalware and sized rolled products with a vast sales
footprint, including FSU countries, Europe and the United States.

Location:
Magnitogorsk,
Chelyabinsk Region, Russia
Primary raw materials:
Iron ore, pellets, coal
concentrate, scrap
Products:
Long products,
Hot-rolled products
Premium products:
Thick plate (Mill 5000),
cold-rolled products,
galvanised steel, polymercoated steel, tinplate, other
downstream products
(formed sections, bands,
pipes, other metal products)

MMK is the core
company of the
MMK Group

Production capacities

Location:
Magnitogorsk,
Chelyabinsk Region, Russia
Primary raw materials:
Long and flat products,
99% supplied by MMK
Premium products:
Metalware, wire,
wire rope, fasteners
Sales geography:
Russia, the FSU, Europe, USA

Pig iron

10.3mtpa
Crude steel

14.5mtpa
Flat products

12.2–12.9
mtpa

Production capacities
Metalware, wire, wire rope,
fasteners, etc

0.8mtpa
MMK-METIZ ranks among
the top three Russian
metalware producers

Market share in Russia

20%

Premium products

Share of premium products

6.0mtpa

100%

Primary raw materials:

Long products, hot-rolled products,
cold-rolled products

Utilisation rate

Products:

Wire, wire rope, steel mesh,
rail fasteners, gauged bar,
metalware, etc.

54%
P
 roduction process pages 42–43

Industries served

Automotive

Construction

Industries served

Railway

Bridge construction

Machine building

Household
appliances

Automotive

Construction

Railway

Bridge construction

Machine building
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MMK-LMZ

Maly Kuybas

MMK-LMZ, based in Lysva, Perm Territory, is Russia’s only manufacturer
of electrogalvanised and related polymer-coated steel.

Maly Kuybas is an iron ore mining unit, based in Magnitogorsk. Maly
Kuybas mines produce rich and lean iron ore, both of which are used
in sinter production.

It joined the MMK Group in late 2017 and its sales portfolio is made up entirely of premium products.

Rich iron ore is used directly in sinter production, lean iron ore is used in production of sinter
after the beneficiation process which removes impurities. The current iron ore reserves will be
sufficient for three to four years of mining.
Location:
Lysva, Perm Territory, Russia
Primary raw materials:
Cold-rolled products which
are supplied by MMK, zinc,
paint and varnish
Premium products:
Galvanised steel, polymercoated steel, high-quality
decorative coating for
SteelArt and Moiré patterns
Sales geography:
Russia, the FSU

Production capacities

Location:
Magnitogorsk,
Chelyabinsk Region, Russia
Products:
Iron ore

Premium products

0.35mtpa
MMK-LMZ produces
steel with high-quality
decorative coating for
SteelArt and Moiré
patterns

Iron content in rich iron ore

48%
Iron content in lean iron ore

31%

Share of premium products

100%
Utilisation rate

Primary raw materials:

Cold-rolled products, zinc,
paint and varnish

77%

Production capacities
Products:

Galvanised steel

Polymer-coated
steel

2.4mtpa
Production facilities served

Industries served

Automotive

Iron ore mining

Construction

Machine building

Household appliances
MMK sinter plants
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MMK Metalurji continuously expands its customer portfolio, serving new
industries, and continues its customer satisfaction focused endeavours by making
fast and accurate decisions. MMK Metalurji maintains long-term, mutual trust
and respectful cooperation with its customers based on the win-win principle.
Location:
Iskenderun and Istanbul, Turkey
Key production assets:
MMK Metalurji
Products:
Hot-rolled products
Premium products:
Cold-rolled products,
galvanised steel,
polymer‑coated steel
Key markets:
Turkey, EU, Middle East,
North Africa, Asia
Revenue:
$518 million
(-0.4% year-on-year)
Share of premium products

97%
Utilisation rate

92%
Production capacities
Crude steel

Overview
MMK Metalurji has two production sites
in Turkey; one is in the immediate vicinity of
Iskenderun in the south east, and the other
is in Istanbul in the north west.
The steel-producing unit includes the
following facilities:
– In Iskenderun: an electric arc furnace shop
with a compact strip production facility, a
cold-rolling mill, and a metals service centre
with a continuous hot-dip galvanising line
and a polymer-coating line. The electric arc
furnace and compact strip production facility
was suspended in 2012 due to unfavourable
market conditions. We are closely
monitoring the situation and will resume
production there when the time is right.
– In Istanbul: a metals service centre with a
continuous hot-dip galvanising line and a
polymer-coating line.
The Iskenderun site also includes a seaport
capable of accommodating vessels of up to
100 thousand DWT, which significantly
expands export capabilities and simplifies
delivery of raw materials for steel production.
The seaport can handle metal scrap and
products, heavy equipment and other bulk

Products:

Primary raw materials:

Cold-rolled
products

Hot-rolled products, paint
and varnish, zinc

Sales of finished products in 2020 amounted to
741 thousand tonnes, up 2.8% year-on-year.
The share of premium products in total sales
volumes was 97%, or 721 thousand tonnes, an
increase of 2.4% year-on-year. By diversifying
its product portfolio and responding nimbly to
capture the increased demand in the summer,
MMK Metalurji was able to grow its sales of
polymer-coated steel by 25.5% and improve its
margins at the same time.
The share of export shipments increased from
36% in 2019 to 38% in 2020, with export
volumes up 10% year-on-year.

Galvanised
steel

Polymercoated steel

Flat products

Industries served

Premium products

0.8mtpa

Construction

Machine building

The Company’s advantageous geographical position and
own seaport open up vast export opportunities. At the same
time, transport costs account for only a small share of the
products’ costs, which provides a significant competitive
advantage. The seaport’s third-party throughput volume in
2020 was 5.7 million tonnes, up 0.8% year-on-year, driven
by an increase of 75 thousand tonnes in the transshipment
of agricultural products.

Automotive

Household
appliances

Unit

Item

Hot-rolled products supplied by both MMK and
other companies account for about 70% of total
production costs. Zinc for galvanised products
and paintwork materials also account for a
significant share of production costs.

2.3mtpa
2.3mtpa

Competitive advantage at seaport

freight and also offers commercial shipping
services to other locally based companies.

2020 production highlights
To boost its competitive advantage, MMK
Metalurji introduced new types of products in
2020, expanding the product mix, and diversified
its customer portfolio by targeting niche
consumers and increasing its share of exports.

ST R AT E G I C R E P O R T

Steel segment Turkey

Transshipment services
to third parties
EBITDA

2019

2020

%

5.6

5.7

0.8%

$/tonne

2.6

2.6

0.7%

$ million

14.6

14.8

1.2%

$ million

5.7

6.5

14.6%

–

39%

44%

4.9p.p.

Production and sales
Finished products sales, including:
Flat hot-rolled products
Premium products, including:

Sales volumes and sales mix 2020 %
2020

2019

741

721

2.8

19

16

23.8

721

705

2.4

% change

–

4

–

721

701

3.0

Galvanised steel

540

556

-2.9

Polymer-coated steel

181

144

25.5

Share of premium products

97.4%

97.8%

Intersegment sales from the
Russian steel segment

255

406

Flat cold-rolled products
Downstream products, including:

Turkey 62%
	
Exports 38%
	

Sales volumes and sales mix 2019 %
Turkey 64%
	
Exports 36%
	

-37.3

Market environment
In Turkey’s highly competitive market for coated
steel, MMK Metalurji’s share in galvanised steel
is 17.3% and in polymer-coated steel it is 23.5%.

between regions was restricted, internal
demand shrank, and restrictions to movement
meant that borders with neighbouring countries
were closed.

With its considerable production capacity,
Turkey is a net exporter of coated steel. In 2020,
the country imported 772 thousand tonnes of
galvanised steel and 53 thousand tonnes of
polymer-coated steel; it exported 1.5 million
and 207 thousand tonnes, respectively.

For the Turkish market, the situation in 2020
was further compounded by the Turkish lira’s
significant volatility against the US dollar. These
developments had a negative impact on customer
demand from Turkish steel-consuming sectors.
In the second half of 2020, demand for steel
products began to recover after a prolonged
and enforced downtime caused by widespread
pandemic-induced lockdowns. Increased
demand was observed in the sectors related
to the production of food, as well as from
manufacturers of household appliances.

In 2020, market dynamics in Turkey were
affected primarily by a major contraction of the
global economy due to the pandemic-induced
lockdown. The second quarter proved the most
challenging period, as processing facilities
suspended operations, movement of goods

MMK Metalurji has a
well-developed export
capacity, with a private
port in Iskenderun

million tonnes

EBITDA margin

‘000 tonnes

12mtpa

2021 priorities
In 2021, further diversification of the sales
portfolio will be one of the main priorities
of the Steel segment Turkey.
We expect to see an increase in orders for
galvanised steel from the SILO sector from
20 thousand tonnes to 40 thousand tonnes.
Sales to manufacturers of household
appliances and commercial greenhouses
are expected to increase.
The Steel segment Turkey is seeking new
opportunities to increase sales to the solar
panel market and sales of load-carrying
structures which are made from galvanised steel.
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Innovative technologies
bring benefits

MMK’s upgrading of its beneficiation plant meant that the Company was
increasingly able to meet its own needs for coal that it uses in steel production.

Location:
Belovo, Kemerovo Region, Russia
Key production assets:
Kostromovskaya,
Chertinskaya‑Koksovaya mines,
beneficiation plant
Primary raw materials:
Coking coals of the Zh, GZh,
KO, KS grades
Products:
Coal concentrate
Key markets:
Russia
Revenue:
$179 million
(-27.2% year-on-year)

Overview
MMK’s Coal mining segment comprises
a major production complex with assets
concentrated near Belovo and LeninskKuznetsky, Kemerovo Region.
The assets include a beneficiation plant and
two mines: Kostromovskaya and ChertinskayaKoksovaya.
The beneficiation plant processes all grades
of coking coal. The Kostromovskaya and
Chertinskaya-Koksovaya mines produce
“Zh” grade coal.
The booked coking coal reserves amount to
277 million tonnes. The coal mining segment
supplies about 40% of PJSC MMK’s coal
concentrate needs, completely covering the
demand for fat coal grades.

277mt

Market environment
Demand volatility and relatively low prices
persisted across both Russian and global coal
concentrate markets in 2020. Export volumes
remained almost flat year-on-year, at above
30 million tonnes.

Sales to MMK

Amid the COVID-19 pandemic and falling
utilisation rates for steel-making capacities across

Coal reserves

88%

the globe, prices for coal concentrate in Russia
hit five-year lows in Q3 2020. This drove prices
close to or below breakeven for some coal
companies. As global indices and the US dollar
surged in the second half of September 2020,
pricing for certain contracts improved in Q4
2020. This was not the case for all contracts,
however, and, where prices increased, they
recovered only to Q2 2020 prices.

The Company is on track to bring the
Kostromovskaya mine’s Nikitinsky section
online, constructing shafts in its eastern flank.
This is a major construction project that is
focused on driving safety and providing
access to deeper coal reserves.

In 2020, the share of coal concentrate sold to
third-party customers was 11.5%, up from 5.7%
in 2019.

Production and sales
‘000 tonnes

2020

2019

% change

Coking coal mining

4,354

4,811

-9.5

Processing, including:

5,291

4,710

12.3

4,777

4,438

7.6

477

258

85.1

37

14

166.2

3,059

2,614

17.0

Mined
Purchased
Tolled
Coking coal concentrate
Primary raw materials:

Mines: Kostromovskaya,
Chertinskaya-Koksovaya
(Zh grade)

5.0mtpa

Beneficiation
plant

Products:

Coal concentrate

2021 priorities
In 2021, the Company expects to complete
the second stage of the beneficiation plant
upgrade, which began in 2020. The launch of
a unit to dehydrate and filter fine suspensions
(a hyperbaric filter) will increase concentrate
output by a further 1.5% and reduce ash
content in finished products to 9.0%.

Beneficiation

6.0mtpa

In 2020, the Company began a project to
construct and equip a water-treatment plant
at the Chertinskaya-Koksovaya mine. The
use of the project’s state-of-the-art treatment
technologies will further reduce effluent
discharges into the Cherta River and bring
its water quality to fishery levels.

The 17.0% year-on-year growth in coal
concentrate output to 3.1 million tonnes in
2020 was driven by the completion of the first
stage of an upgrade to the beneficiation plant,
which was carried out in 2019, as well as the
increased processing of purchased coals.

86%
Mining

The completion of the first stage of the
upgrade of the beneficiation plant in 2019
meant we were able to process low-grade
coals. It also increased the output of finished
products by 3.0% and reduced the ash
content in “Zh” grades of coal concentrate
to 9.5%.

Production highlights
Year-on-year, coking coal production was
down 9.5% to 4.4 million tonnes in 2020, due
to the challenging geological conditions at
the Chertinskaya-Koksovaya mine and the
suspension of mining operations following an
accident in September.

Utilisation rate

Production capacities

ST R AT E G I C R E P O R T

Coal mining segment

GZh, KO, KS grades
(third parties)

The Company also expects to complete a
number of construction projects, including the
West Flank Bremsberg 501 (WFB 501) and
East Flank Bremsberg 501 (EFB 501) at the
Chertinskaya-Koksovaya mine, inclined shafts in
the eastern flank of the Kostromovskaya mine,
and modernisation of the Babanakovo railway
station. These projects will help maintain the
Coal mining segment’s production at a
consistently high level.

The Company’s construction plans also include
the completion of a mine water-treatment plant at
the Chertinskaya-Koksovaya mine (see above).
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EBITDA
The Group’s EBITDA decreased by 17.0%
year-on-year to $1,492 million due to the
impact of the pandemic on business activity and
global steel prices. EBITDA margin was down
by 0.5 p.p. to 23.3%. Despite the headwinds,
the Turkish steel segment’s EBITDA grew to
$34 million, driven by stronger sales as we
successfully delivered our strategy to diversify
sales and boost sales margins. The Coal
mining segment’s EBITDA decreased by 80.1%
year-on-year to $13 million as a result of a
significant correction in coal concentrate prices
and provision-taking.

Sales to international markets by region,
% sales in thousand tonnes
2,500
2,062

2,000

MMK was able to overcome the unfavourable market environment in 2020
thanks to sustainable high margins and cash flow generation on the back of
the lowest debt levels in the steel industry.

1,500

1,664
11%

12%
1%

11%

16%
1,000
500

2%

35%

16%

56%

40%

0
2019

“2020 was a challenging year for the global economy and for
the steel industry in particular. The global COVID-19 pandemic
has had a significant impact on all areas of life, reducing economic
activity to its lowest level for some years. The Group’s actions
in response to the pandemic were both effective and timely,
and the focused delivery of our strategy helped us rise to the
new challenges and demonstrate strong performance in 2020.”
Andrey Eremin, Director for Economics

+1 p.p. Other1
-5 p.p. Europe
+19 p.p. Asia

2020

EBITDA by segment, $m

-16 p.p. Middle East
+1 p.p. Africa

Segment

Revenue
In 2020, the Group’s revenue declined by
15.5% year-on-year to $6,395 million as
a result of worsening market conditions and
the scheduled modernisation of Hot-Rolling
Mill 2500.
Segment

2020

2019

Change

5,972

7,226

-1,254

Total sales of finished products

EBITDA

Sales in tonnes

Steel Russia

10.8mt

$1,492m

Steel Turkey

518

520

-2

Coal mining

179

246

-67

The Group’s total sales of finished
products fell by 5.0% year-on-year
to 10.8 million tonnes, mainly due
to the scheduled modernisation of
Hot-Rolling Mill 2500 combined with
the pandemic-induced slowdown in
business activity. Sales of premium
products decreased accordingly,
accounting for 47.8% of total sales.

EBITDA decreased by 17.0% year-onyear to $1,492 million.

While leading the Russian market for flat
products, the Group also maintained strong
sales to the domestic market. In 2020, sales
to the domestic market (including the FSU)
accounted for 81% of the Group’s sales; this
was supported by the government’s economic
stimulus package, which contributed to
increased demand from the construction and
automotive industries. Exports in 2020 stood
at 19% thanks to Hot-Rolling Mill 2500
ramping up production following its scheduled
modernisation in Q3. Sales to Asia increased
amid strong demand for metal products and
a favourable pricing environment.

Group revenue

$6,395m
Steel prices in Q4 2020 benefited from
the market recovery in Q3 and Q4,
albeit showing an average decline of
11.1% year-on-year to $558 per tonne;
due to a pandemic-driven correction in
global prices. Accordingly, the Group’s
revenue was down 15.5% year-on-year
to $6,395 million.

Slab cost

$269/t
The slab cash cost declined 11.8%
year-on-year to $269 per tonne,
reflecting the impact of the depreciation
of the rouble and the decline in prices
for coal concentrate.

CAPEX

$694m
CAPEX decreased by 19.0% to
$694 million, driven by the depreciation
of the rouble and COVID-related
delays to the construction of the new
coke-oven battery.

The MMK Group’s sales by market,
% sales in thousand tonnes

Working capital

12,000

11,316

10.1%

10,000

15%

Management’s efforts have been
successful in helping to reduce
working capital to 10.1% of revenue
at year-end 2020.

Free cash flow

$557m
FCF amounted to $557 million, down
36.9% year-on-year, reflecting the
worsening global macroeconomic
environment.

10,755

Total

4,000

85%

-274

-426

152

6,395

7,566

-1,171

Cost of sales and slab cash cost
The cost of sales was 14.9% lower year-on-year,
at $4,691 million, with slab cash cost down
11.8% to $269 per tonne, primarily reflecting
the impact of the depreciation of the rouble and
a drop in prices for coal concentrate. The lower
proportion of pellets and scrap in the blast
furnace and steelmaking charges respectively
also contributed to the lower cost. A significant
increase in global iron ore prices in the second
half of 2020 and escalating scrap prices in
Russia were factors in the increase in the slab
cash cost.

300

0

250
2019

2020

+4 p.p. Exports
-4 p.p. Domestic market (Russia + FSU)

1,440

1,744

-304

Steel Turkey

34

-12

46

Coal mining

13

68

-55

Eliminations

5

-3

8

1,492

1,797

-305

Slab cash cost, $/tonnes
-11.8%

350

2,000

Steel Russia

CAPEX
The Group’s CAPEX for 2020 decreased by
19.0% year-on-year to $694 million, driven
by the depreciation of the rouble and COVIDrelated delays to the construction of the new
coke and by-product plant. Growth projects
accounted for more than 55% of CAPEX. In
2020, the Group completed the modernisation
of Hot-Rolling Mill 2500, providing a valuable
boost to the hot-rolled production capacity.
The project is expected to deliver an average
annual EBITDA impact of around $100 million.
We made further progress on the construction
of our new coke and by-product plant. We
completed another milestone project in 2020:
the modernisation of Blast Furnace #2, with its
average annual EBITDA impact estimated at
about $10 million. All projects are progressing
on schedule in line with the Group’s strategy.

19%

81%

Change

Working capital
The management team’s successful efforts to
optimise working capital have reduced it to
$745 million, bringing the ratio of Net Working
Capital to Revenue for the last three months to
10.1% at year-end 2020, a decrease of 3.7 p.p.
year-on-year.

8,000
6,000

2019

Total

Revenue by segment, $m

Eliminations

2020

305

-5

-2

1

32%

Raw material
prices

Raw material
mix

Other

-31
269
FX effect

200

34%

10%
150

10%

23%

17%

100
50
0

Other

19%

18%

16%

20%

2019

2020

Scrap

Coal concentrate

Pellets

Iron ore

CAPEX breakdown,
$ million
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1,000
800

857
694

600

381
313

400
200

476

381

0
2019

Maintenance

2020

Development

Free cash flow
The Group’s 2020 FCF decreased by 36.9%
year-on-year to $557 million, reflecting the
pandemic’s impact in Q2 2020 and the
associated market headwinds.
Free cash flow,
$ million
EBITDA
2019

1,797

EBITDA
2020

1,492

Working
capital

-34

Finance
costs

-26

Income
tax

-156

Other

-25

Net cash
from
operating
activities

1,251

CAPEX

-694

FCF

557

Debt
The Group’s total debt for 2020 was
$970 million, up from $870 million in 2019.
As at the end of 2020, the Group held
$1,058 million in cash and deposits in its
accounts, an amount that fully covers its debt.
The Group’s net debt for 2020 thus totalled
minus $88 million, while its Net Debt/EBITDA
ratio was -0.06х, the lowest among leading
global steelmakers.
The average cost of debt was 2.55% at the
end of 2020. The Group’s substantial cash
balances, coupled with $1,494 billion of
available credit facilities, provide it with
a significant liquidity cushion.

1 Northern, Central and Latin America, and Australia.
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Sustainability management system

We are pleased to present our report on the MMK Group’s sustainability
performance as part of our Report 2020.

As a responsible business, MMK is making great strides it terms of the
environment and all aspects of sustainability and has put in place structures
and processes to support this progress.

“2020 was a tough year for the entire global community. The COVID-19
pandemic presented the world with an unprecedented challenge in
early 2020. Despite the serious difficulties posed by the pandemic,
the MMK Group was nevertheless able to ensure that its operations
continued uninterrupted, while we made significant progress in delivering
on our economic, environmental and social commitments and retaining
trusting and mutually beneficial relationships with our stakeholders.”
Yaroslava Vrubel, MMK’s Head of ESG

Dear colleagues and partners,
We are pleased to present a report on the
MMK Group’s sustainability performance
as part of our Annual Report 2020.
Committed to best practice
In this Report, we will discuss the significant
developments and highlights in our business
over the year. This includes the update of
the Group’s strategic objectives under its
Development Strategy 2025 as well as
improvements in our sustainability management
framework. We will also demonstrate our
contribution to the global UN Sustainable
Development Goals and performance on key
ESG aspects that are material for the Group
and its stakeholders. During the year, whenever
possible, we disclosed results for both MMK
and the MMK Group companies. This was a
first for us, and confirms our commitment to be
as open and transparent as possible with the
market and our partners.
Sustainable growth
In 2020, we updated our Development Strategy
2025, which had been in effect since 2015.
Sustainable business growth remains one of the
three strategic pillars underpinning MMK’s future
development as approved by the Company’s
Board of Directors. It includes the following
objectives: achieving the goal of zero injuries,
creating a corporate culture of opportunities
and delivering strong, low-carbon
environmental performance.
We have also further evolved and codified the
MMK Group’s values, which reflect continuous
improvement across all areas of sustainability
aligned with the current global agenda and its
related challenges:

1. Partnership approach to our customers
2. Continuous improvement across all
business lines
3. Continuing development of our people,
creating a culture of opportunities
4. Respect for the environment; social and
environmental responsibility
5. Safety at work
MMK’s CEO outlined the objectives of
integrating sustainability principles across all
aspects of the Group’s activities, aligning our
operations with industry and international best
practices and improving ESG performance
as priorities that are key to our future
sustainable growth.
Focus on people
For obvious reasons, our efforts in 2020 were
focused on ensuring the safety and health of our
people while supporting local communities amid
the pandemic. The Group spent over $6.9 million
in 2020 to implement measures to curb and
prevent the spread of the virus, including the
purchase of medical equipment and test kits,
establishment of the COVID-19 response centre
led by the Company’s CEO and provision of
necessary personal protective equipment (PPE)
to employees. We took particular care of the
residents of Magnitogorsk over 65, providing
them with PPE and food parcels, and children
from families in need by donating laptops and
tablets for distance learning.
During the year, the Group’s Lost Time Injury
Frequency Rate among employees and
contractors (LTIFR) dropped by 25.8%
year-on-year, with the Total Recordable Incident
Rate among employees (TRIR) down 45%
year-on-year.

Environment moves up the agenda
The climate agenda was also prominent on the
radar for MMK during 2020. For the first time as a
company, we assessed our risks related to global
climate change; we also measured and verified
Scope 1, Scope 2 and Scope 3 GHG emissions
from our core production site in Magnitogorsk.
The Company also plans to measure and take
stock of GHG emissions across a number of its
key assets, develop a corporate climate strategy
and set KPIs for reducing the Group’s GHG
emissions up to 2030.
We substantially improved our environmental
performance on a number of measures,
including reducing waste by almost 28.4%,
gross emissions by 15% and GHG emissions
by close to 6.8% in 2020. We have also
developed and approved a biodiversity
programme, within which we engage in
fish stocking and are planning to monitor the
species composition of flora and fauna in areas
adjacent to MMK’s operations in 2021–2022.
Recognition of progress
Our serious approach to sustainability is
corroborated by independent sources: for the
second year running, we were ranked among
the Top 10 Russian mining and metals companies
for disclosure practices in the WWF Russia 2020
environmental responsibility ranking, while the
World Steel Association recognised MMK’s
collaboration and input to the Association’s
development in 2020 and 2021.
Despite the market volatility caused by the
COVID-19 pandemic, we remain committed to
delivering on our social and environmental goals,
which will always remain part of our strategy.
I thank all my colleagues for their hard work,
and I am firmly convinced that we are wellpositioned to deliver even greater achievements
and successes as we move forward.

ESG strategy and targets

Sustainability targets are also incorporated
into MMK’s management incentive system.
We have developed and put in place an
executive bonus scheme, with Company-wide
and individual KPIs embedded in the
remuneration system for top management.
In 2020, we decided to include the LTIFR metric
into the set of our Group-wide KPIs. For more
details on the achievement of our KPIs, see the
Our strategy section of the Report.

At MMK, ESG is more than a series of targets,
it is an approach that is embedded in every
aspect of our business and it informs all our
decisions. This is reflected in our newly refreshed
strategy. There is a high degree of alignment
of the sustainability risks we are mitigating,
the material topics identified by the Group in
consultation with a range of stakeholders, and
our commitment to the seven UN Sustainable
Development Goals (SDGs) that MMK has
flagged as particularly relevant to our business.

Individual KPIs for management also include
sustainability-related metrics based on the
specific role of the manager in question. MMK
hit its zero fatalities target in 2020, and did so
while maintaining a strong focus on driving
improvements in metrics such as reduction in
resource consumption, productivity growth,
employee engagement, procurement efficiency,
Comprehensive Air Pollution Index (CAPI), etc.

In 2015, the MMK Board of Directors approved
a 10-year Development Strategy. Importantly,
despite the economic challenges caused by
the pandemic, in 2020, the MMK Group
maintained a relentless focus on executing its
strategy, delivering the activities planned to
achieve our strategic objectives.
In addition, we decided to add clarity to the
MMK Group’s priority development areas
within the current strategy and to update our
portfolio of strategic objectives to rise to the new
external challenges amid the significant changes
in the external environment and lower economic
activity because of COVID-19 both in Russia
and globally.

We place particular emphasis on sustainable
development and strive to be a responsible
business that meets high environmental and
health and safety standards. Among other
2020 highlights, MMK set an ambitious
target to reduce specific CO₂ emissions to
1.8 tonnes of CO₂ per tonne of steel produced
(vs 2.1 tonnes in 2019) and further improve
our Comprehensive Air Pollution Index (CAPI).
We set an equally ambitious target for a key
sustainable development metric of lost time
injury frequency rate (LTIFR). Our ambition is
to reduce this rate to 0.45 by 2025, which is
half the current level.
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Sustainability governance

The Group’s potential risks include risks that
can affect the MMK Group’s delivery on
its environmental and social commitments.
The MMK Group has zero tolerance to risk
with respect to the following events that affect
business sustainability:

Sustainability governance is integrated in
MMK’s corporate governance and in the roles
and functions of the Board and management
throughout the Company. MMK’s Board of
Directors and its committees play an important
role in shaping the Company’s sustainability
agenda, identifying priority areas, assessing
risks and monitoring ESG performance.

– Work-related accidents
– Equipment downtime due to violations of
environmental laws resulting in an injunction
on the use of equipment

The Board of Directors provides strategic
guidance and oversight over the Company’s
sustainability efforts and monitors performance
against targets.

– An accident involving a serious injury
or fatality
– Loss of confidential information and
production shutdowns due to cyberattacks
– Strikes, mass disturbance
– Corruption
In 2020, the MMK Group’s sustainability risks,
as reflected in the overall risk map, remained
the same:
– Industrial accidents and other incidents
– Workplace accidents
– Environmental risk

The MMK Group’s sustainability risks
Risk

Risk mitigation

Industrial accidents and other incidents
Low

High

– Social tension
– Cyber risk
– Corporate fraud

Accidents

In 2021, the Group also highlighted a new risk
on the overall risk map – climate risk.

Low

For each of the key sustainability risks, the factors
determining its occurrence, as well as a list of
measures to mitigate it, have been identified.
Our sustainability risks are managed in line
with Russian environmental laws and
ISO 14001:2015 Environmental management
systems. All investment projects implemented
by the MMK Group are subject to a state
environmental review and public consultation
with a focus on environmental issues. MMK’s
Board of Directors conducts an annual review of
the implementation of environmental policies and
measures to minimise our environmental impact.
Risks of industrial and other accidents are
managed as part of our OHS Management
System as all companies of the Group are
certified to OHSAS 18001 or ISO 45001:2018.
The relevant agenda includes training,
education, assessment of working conditions
and medical checks, with monitoring tools
adopted on-site and a system of public control
maintained by operational safety officers in
place across our production assets.
The Company is also committed to socially
responsible behaviour towards employees
and local communities and takes the necessary
measures to minimise the risk of social tension
within its core operation region, including
Magnitogorsk. For more details on the risk
management and mitigation system and
approach, see the Risk management section
of the Report.

– Occupational health and safety (p. 80–85)
– R&D and digitalisation (p. 104–107)

High

Environmental risk
Low

– Environmental responsibility (p. 64–79)
High

Social tensions
Low

– Occupational health and safety (p. 80–85)
– Quality management and
customer relations (p. 108–109)
– Excellence in procurement and
supply chain management (p. 110–111)

– Developing the operating regions
and local communities (p. 94–99)

High

The Audit Committee assesses the
effectiveness of internal controls and risk
management, including with regard to
sustainability, ensures the quality and reliability
of the Company’s financial and non-financial
reporting and the independence and impartiality
of external and internal audit functions.
The Strategic Planning Committee reviews
the impact of changes in the economic
environment on the Company’s strategy,
approves investment and innovation activities,
makes recommendations on the Development
Strategy and monitors its implementation.
The Nomination and Remuneration
Committee is responsible for fair remuneration
of directors and senior management, creating
the necessary incentives for successful
performance by members of governing bodies,
driving succession planning and appointment of
a professional Board of Directors, as well as for
aligning KPIs with the Company’s strategy and
health and safety targets.

Health, Safety and the Environment
Committee monitors compliance with safety
standards, tracks and evaluates actions, reviews
initiatives to improve the occupational health
and safety management system and monitors
environmental and occupational health matters.
MMK’s CEO has primary responsibility for
managing sustainability within the Group. The
CEO provides guidance on ESG aspects,
makes relevant decisions and oversees the
implementation of MMK’s Development
Strategy, including with regard to sustainability.
For more details on the corporate governance
framework, roles and functions, see the
Governance section of the Report.
In 2020, the Company introduced the position of
Head of Sustainable Development to coordinate
the efforts by MMK and Group companies
to implement ESG processes, monitor the
Company’s sustainability performance, prepare
non-financial reporting and engage with the
investor community on ESG.
Functions engaged in various sustainability efforts,
including operations, Occupational Health
& Safety (OHS) management, environmental
protection, HR management and economic
stability, are responsible for implementing
initiatives and embedding sustainability in
operations and contractors’ activities, monitoring
and reporting, and promoting sustainability
practices across the Group.

MMK’s efforts with respect to sustainability and
corporate social responsibility are guided by
best practices and international and Russian
standards and principles, including:
– Principles of the UN Global Compact
– UN Sustainable Development Goals
– ISO 14001:2015 Environmental
management systems
– ISO 45001:2018 and OHSAS 18001 –
international standards for occupational
health and safety management systems
– ISO 50001:2011 Energy management
systems
– ISO 9001:2015, IATF 16949:2016,
STO Gazprom 9001: standards for quality
management systems
MMK has in place a framework of internal
corporate codes and policies that govern key
ESG elements. Key documents currently in force:
– The MMK Group’s Development
Strategy 2025
– Environmental Policy
– Occupational Health and Safety Policy
– Corporate Policy
– Code of Business Ethics
– Code of Corporate Governance
– Anti-Corruption Policy
– Social Policy
– HR Policy
The Company is continuously working to review
and update relevant documents. In particular,
we updated the MMK Group’s Code of Ethics
in 2020. We also plan to update a number of
corporate policies, including the Anti-Corruption,
Environmental and HR Policies and to develop
the Supplier Code of Conduct, Policy for
Engagement with Local Communities,
Sustainable Procurement Policy and a
dedicated Human Rights Policy.
MMK is a member of the following national
associations:

Cyber risk
Low

– Business ethics, anti-corruption
and feedback mechanisms (p. 102–103)

High

– Russian Union of Industrialists and
Entrepreneurs (RSPP)
– Russian Steel

Corporate fraud
Low

– Business ethics, anti-corruption
and feedback mechanisms (p. 102–103)
– Human Rights (p. 92–93)

High

Climate risk 1
Low

Change in risk level

– Environmental responsibility (p. 64–79)

– Association of Industrialists of the MiningMetallurgical Complex of Russia (AMROS)
– National Union of Internal Auditors and
Controllers (NUIAC)
– Institute of Internal Auditors
– Union of Construction Companies of the
Urals and Siberia (UCCUS).

High

2020

– Chelyabinsk Regional Public Organisation
Union of Industrialists and Entrepreneurs

2019

1 Climate risk was first highlighted in the overall risk map in 2021.

MMK has been a member of the World Steel
Association (WSA) since November 2005.
MMK Chairman Victor Rashnikov sits on the
WSA Board of Directors. He is also a Member
of the Management Bureau at the RSPP.
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Management
Level

Material issues
and stakeholders
Annual General Meeting

Auditor

Corporate Secretary

Secretary to the
Board of Directors

Board of Directors

Nomination and
Remuneration Committee

Strategic Planning Committee

Audit Committee

Health, Safety and the
Environment Committee

CEO

Sustainable Development
working group

Internal Audit
Department

Maintaining long-term trust-based relations with
stakeholders is an important driver of the Group’s
sustainable growth. The MMK Group builds its
relations with stakeholders based on openness
and mutual respect, and promptly responds
to stakeholders’ enquiries. In its operations, the
Group is guided by stakeholders’ expectations
and incorporates them into its activities. The
MMK Group regularly records and monitors
compliance with the needs and expectations
of stakeholders.

The MMK Group’s reporting on its
sustainability performance in 2020 is based
on the analysis of material topics in line with
non-financial reporting practices adopted in
the industry and stakeholders’ expectations.
Following the 2020 materiality analysis,
the Group has identified 14 material topics.
The topics were further prioritised by surveying
stakeholders, including Company employees
and management, representatives of the
investment community, customers, suppliers,
government bodies, SMEs and local
communities. The survey covered a total
of 23 stakeholders.

In 2020, the MMK Group continued its
traditional engagement with representatives of all
key stakeholder groups that either have an impact
on the Group’s business or are subject to its direct
or indirect impact. Assessment of the needs and
expectations of key stakeholders in the reporting
year showed that the MMK Group generally
met the expectations of stakeholders. In
addition, the Group’s stakeholders are involved
in the process of economic value distribution.

Management

MMK Level

Stakeholder engagement to determine the
content of non-financial reporting and analyse
its quality is an example of how the MMK
Group cooperates with its stakeholders.

When preparing its 2020 Report, the Group
sought to focus on disclosing as fully and
accurately as possible its economic,
environmental and social impacts as
prioritised by the Group and its stakeholders.
For more details on the list of stakeholders,
their expectations and engagement channels,
see the Stakeholder engagement section of
the Report.

Head of Sustainable
Development

The MMK Group’s material topics in 2020
Production Director

Sales Director

Deputy General Director
for External
communications

Chief Specialist for
Innovation

Corporate Matters and
Social Programmes
Director

Health, Safety and
Environmental Protection
Director

Human Resources
Director

Commercial Director

Head of Financial
Resources

Environmental aspect

Social aspect

1 Energy efficiency

Security Director

Chief Power Engineer

Head of Business
Development Department

4  GHG emissions and
climate change

12  Anti-corruption
and ethics
13 Supply chain

9 Human rights
10 Employee engagement

5 Air emissions

Economics Director

11 Corporate governance

8  Local community
development

3 Waste management

14 Economic performance

6 Water management

4.80

14

4.60
Commission
for Ethics

Commission
for Overheads

Commission for
Labor Disputes

Commission for the Preservation
of Property and Combating
Corporate Fraud

Level
Companies of
the Group

Commission for
Labor Protection

Commission for Accounts Payable
and Accounts Receivable

CEOs of Group Companies

Commission for
Anti-terrorism

The MMK Group focuses on the following
core and relevant SDGs to provide a
meaningful contribution:
Ensure healthy lives and
promote well-being for all
at all ages
Ensure access to water and
sanitation for all

Ensure access to affordable,
reliable, sustainable and
modern energy for all
Promote inclusive and
sustainable economic growth,
employment and decent work
for all
Build resilient infrastructure,
promote sustainable
industrialisation and
foster innovation

Material topics matrix
Other
Collegial
Bodies of
MMK
Level

The MMK Group is committed to contributing
to the United Nations Sustainable Development
Goals (UN SDGs) to 2030, which have been
designed to improve human lives and protect
theplanet from adverse factors. The UN 2030
Agenda for Sustainable Development covers
key sustainability factors such as economic
growth, social development and environmental
protection. Embraced by every UN Member
State, the 17 Goals and 169 targets
underpinning them are designed to help
companies around the world align their
strategies and business processes with the
principles of sustainable development.

Economic aspect

7  Occupational health
and safety

2 Biodiversity

Contribution to
the UN SDGs

4.40

7

4.20

1

4.00

4
3

13 11
10 6

3.80

Ensure sustainable
consumption and
production patterns
5
Take urgent action to combat
climate change and its impacts

12

9

For an overview of the Group’s contribution
towards specific SDGs and targets1, see the
Sustainability sections of the Report.

8

3.60

2

3.40
3.20

Functional Areas and Divisions
of Group Companies

3.00
3.00

3.50

4.00

4.50

Significance of the topic for the Company

Organisational link

Functional link

5.00

5.50
1 See all SDGs and targets A/RES/70/1 –
Transforming our world: the 2030 Agenda for
Sustainable Development.
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The Group recognises its responsibility for the environmental impact of its
operations and is committed to unlocking the maximum productive potential
of its assets in an environmentally safe manner.

The MMK Group’s contribution towards SDGs

Targets

Contribution

Ensure healthy lives and promote
well-being for all at all ages

3.9

– Measures taken to reduce gross air pollutant emissions, which resulted in
a 15% reduction across the Group
– Reduction of hazardous air pollutant emissions by 27.6% across the Group

Ensure availability and sustainable
management of water and
sanitation for all

6.3

– Reducing discharges of pollutants into bodies of water by almost 5.2% across
the Group, including no discharges of manganese, fluorides or zinc in 2020
– Stopping wastewater discharges from the Dolomite Quarry into bodies of water
in the reporting period by directing these waters for reuse

– Environmental risk
– Climate risk

6.6

– Stocking the Magnitogorsk reservoir with 206,000 carp fry in 2020
– Conducting an experiment in the reporting period to introduce a stock of
herbivorous fish into the reservoir to prevent it becoming overgrown with algae

Material topics

6.b

– In February 2021, MMK participated in the All-Russian Congress of Water Users
– MMK’s participation in meetings of the local Basin Council

7.3

– Implementing two energy saving measures under an energy service contract
in 2020
– Implementing 117 initiatives in 2020 as part of MMK’s annual energy-saving
and energy-efficiency programme

7.b

– Initiatives implemented to improve electricity self-sufficiency (upgrade of existing
and installation of new turbine generators)
– Work on the design and development of a management system for the hourly
electricity consumption, generation and purchase in 2020

Promote sustained, inclusive and
sustainable economic growth, full
and productive employment and
decent work for all

8.4

– Approval in the reporting period of the Biodiversity Conservation Programme for
the Chelyabinsk Region to 2022

9.4

MMK’s specific GHG emissions

Building resilient infrastructure,
promoting inclusive and sustainable
industrialisation and fostering
innovation

– Upgrading Blast Furnace #2 and installing a dust exhausting unit at its cast houses
in 2020

5.2%

Ensure sustainable consumption and
production patterns

12.2

– Developing waste recycling, in particular the project work on the recycling
of lubricant/coolant in 2020

reduction in total weight of pollutants
discharged into water bodies across
the Group

12.4

– Processing of 4,570 thousand tonnes of waste metallurgical slags at MMK
in 2020
– Works on projects in the area of environmentally safe placement of industrial waste
(construction of our own landfill) in 2020

28.4%

12.5

– 28.4% reduction in waste generation across the Group compared to 2019
– The proportion of waste reused in a new production cycle in the total volume of
waste generated across the Group was 64.8% in 2020

12.6

– MMK’s reaching 10th position in the environmental transparency ranking for metals
and mining companies issued by WWF Russia in 2020

13.1

– Conducting a qualitative and quantitative climate risk assessment in line with the
TCFD (Task Force on Climate-related Financial Disclosures) and identifying key
areas to manage climate risks

13.2

– Incorporating climate change-related provisions in MMK’s Environmental Policy
in 2020

13.3

– Enhancing GHG emissions disclosure by estimating MMK’s indirect emissions
in 2020 and the Group’s GHG emissions in 2021
– Participating in the WSA (The World Steel Association) programme for collecting
data on carbon dioxide emissions

$74.6m
environmental investments

60%

reduction in the Comprehensive Air
Pollution Index (CAPI) in 2020 from
the 2017 baseline

6.8%

reduction in MMK’s gross GHG
emissions (Scope 1, 2 and 3)

2.18 t CO₂e/t
of crude steel

Approach
The Group recognises its responsibility for
the environmental impact of its operations.
For many years, the Group has been aligning
its operations with environmental legislation
and investing in environmental initiatives. The
MMK Group uses innovation and technology
upgrades to improve the efficiency of operating
processes, including energy efficiency, and to
reduce its environmental footprint.
Building a comfortable, healthy and enabling
environment for people throughout operating
regions is a priority of the Group’s Development
Strategy. In 2020, the main focus was on
improving the environmental management
system and MMK’s approach to climate change
management, implemented initiatives to reduce
air pollutant emissions, built a comprehensive
programme to enhance and protect
biodiversity and we ran energy-saving
and energy-efficiency initiatives.

Key sustainability risks

– Energy efficiency
– Biodiversity
– Waste management
– GHG emissions and
climate change
– Air emissions
– Water resources management

Ensure access to affordable,
reliable, sustainable and modern
energy for all

reduction in waste generation across
the Group

3.1%

reduction in total energy consumption
across the Group

21.9GJ/t

of crude steel
the Group’s energy intensity

Take urgent action to combat
climate change and its impacts

ST R AT E G I C R E P O R T
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– At its annual meetings the Board of
Directors reviews the implementation
of the action plan within MMK’s current
Environmental Policy and is involved in
setting environmental targets
– Health, Safety and the Environment
Committee, which includes five Board
members, considers environmental matters
relevant to the Company at its meetings held
twice a year
– The Council on Quality, Occupational
Health and the Environment, comprising
chief specialists and directors, annually
approves a report on the performance
of MMK’s Environmental Management
System (EMS)
– The CEO is responsible for monitoring
the performance of the EMS
– The Director for Health, Safety and
the Environment directly manages
environmental matters
– The Environmental Protection
Laboratory (EPL) sets the requirements
for the Environmental Management System
at business units and monitors their
environmental performance.
In 2020, in order to improve the effectiveness
of environmental management, we carried out
a restructuring and introduced a new position
of Head of the EPL – Chief Environmental
Specialist; we merged the groups exercising
environmental performance monitoring into
a single group covering key areas of MMK’s
environmental activities.
– At the level of MMK’s production units,
the responsibility for environmental activities
lies with unit heads and the employees
responsible for dust and gas collection
units, water treatment facilities, waste
management and maintenance of EMS
documents. These employees undergo
relevant mandatory training
– At the Group subsidiaries, the functional
management of environmental matters is
carried out by respective specialists at
each enterprise.
The CEO has a KPI target linked to the
Comprehensive Air Pollution Index (CAPI)2
of Magnitogorsk. In the reporting period, this
KPI target was met; specifically, CAPI stood at
6.1 units with the target value being 6.2 units.
Environmental performance indicators, which
act as environmental KPIs, are established
annually for heads of production units and

chief specialists. These indicators reflect air
emissions, discharges into bodies of water and
waste management activities; in large units, the
head has KPIs for all three criteria.
Environmental Management System
Environmental management, including the
Environmental Management System (EMS),
was set up at MMK in 2004 and complies with
ISO 14001. The latest certification audit of
MMK’s EMS was conducted in 2019 by the
certification body TÜV NORD CERT GmbH
(Germany). The certificate is valid until
November 2022, and the scope of MMK’s
EMS certification covers all production
processes, including mining and power
generation. During the year, TÜV NORD CERT
GmbH conducted a surveillance audit of MMK’s
EMS and did not discover any violations.
The EMS helped identify significant environmental
factors at all production units of the Company
and develop measures to mitigate man-made
impact within these factors. Employees involved in
the development of environmental factor registers
are trained in managing relevant elements.
All production facilities have in place
emergency response plans that take into
account environmental factors and include
relevant risk assessments. In particular,
environmental factors related to the risks of
accidents during transportation of materials/
products (eg tank tipping) and accidents at
waste storage facilities are assessed.
The Group has a unified approach to the EMS,
including documents (eg standards, regulations
and guidelines relevant for all enterprises).
MMK updated its Environmental Policy and
EMS Guidelines in 2020.
The Group companies are subject to annual
ESM audits as per the control schedule.
In 2021, the first consolidated report on the
EMS operation is planned, which will include
information not only on MMK, but also on
other Group companies. The report will cover
performance against the set environmental
targets and material violations of environmental
legislation, and will be submitted to the CEO
for approval.
Environmental requirements for suppliers
and contractors
The Group is aware of its responsibility for
the environmental impact of its contractors,
and strives to use raw materials, supplies,
equipment and services from environmentally
responsible suppliers.
Environmental requirements for suppliers are
set out in MMK’s Environmental Management
System Guidelines and in an internal standard.
Availability of a certified and operating
environmental management system is one of
the criteria for selecting inventory suppliers.

Availability of an EMS is not a mandatory
requirement for a supplier, but gives it an
advantage in the competitive selection process.
The Group has a requirement for suppliers of
machinery and equipment to comply with the
provisions of the Customs Union Technical
Regulations on Safety of Machinery and
Equipment. This document contains requirements
for the production, packaging, transportation
and operation of machinery and equipment
designed to protect the environment.
The Group requires that suppliers of any
chemical products have a safety data sheet.
If untested, innovative chemical products are
supplied, the Group carries out additional tests
as per the procedure formalised in internal
documents. These measures enable the Group
to control the environmental impact of chemical
products used in production within the
permissible range or prevent it altogether.
In addition, the Company has a separate
standard that governs environmental protection
requirements for contractors working on MMK
premises, and the undertaking to monitor
compliance with these requirements is
incorporated in relevant contracts.
Environmental Policy and performance
The Group has in place a unified Environmental
Policy that formalises goals and commitments
covering a wide range of environmental matters.
We also adopted the Energy Policy, which sets
the target for reducing energy expenses within
the cost of production and regulates measures
to facilitate its achievement.
MMK’s Environmental Policy was updated
in 2020. Provisions in the Company’s climate
strategy, responsible water consumption, and
biodiversity conservation were included in the
Policy. The amendments were designed to
improve the EMS and to integrate environmental
management processes in the Group in line with
the requirements of ISO 14001.
The Group’s environmental activities are
designed to help achieve the goals of the
Environmental Policy:
– Elimination of excessive air pollution
– Achievement of per unit environmental
performance in line with global industry
best practices
– Rational use of energy, raw materials and
water resources
– Increase in the proportion of production
waste that is recycled and environmentally
safe waste storage
– Combating both climate change and the
reduction of biodiversity, and reclaiming
damaged land

1 This chapter contains information with respect to the Group in accordance with the perimeter of companies as defined in the chapter “About the Report” in the table “Reporting
Boundaries”, unless otherwise indicated.
2 The Comprehensive Air Pollution Index (CAPI) is calculated as a sum of five key pollutant indicators where absolute values are converted to maximum admissible concentration
levels. The conversion enables full and realistic accounting of the environmental impact of pollutants with varying harmfulness. The index calculation includes pollutants such as
suspended particles, carbon oxide, nitrogen dioxide, formaldehyde, and benzo(a)pyrene.

Familiarisation with the Group’s policies
(including the Environmental Policy) is
mandatory upon hiring, and every manager
undergoes environmental safety training upon
appointment to a new position.
Continuous mitigation of negative environmental
impact is a priority element of MMK’s long-term
sustainable development strategy, which is
formalised in the Company’s Environmental
Policy. An important initiative, Clean City, is
being implemented as part of MMK’s
Development Strategy 2025.

Clean City
strategic initiative
The Clean City strategic initiative was
developed in 2015, primarily to ensure
significant reduction of air pollution in
Magnitogorsk, as well as to improve the
environment in general by eliminating
waste slag deposits, remediating
abandoned quarries, greening, and
implementing other activities included
in the programme.
MMK’s key goals to 2025 (base year:
2017) under the initiative include:
– Reducing gross air emissions by
29.9 thousand tonnes
– Reducing the Comprehensive Air
Pollution Index below five units,
which corresponds to a low level
of air pollution
– Reducing emissions of extremely
and highly hazardous substances
by 10 times
– Reducing the weight of pollutants
discharged into bodies of water
by 37.5 thousand tonnes
– Recycling at least 2.3 million tonnes
of industrial waste every year
– Reclaiming two hectares of
abandoned quarries every year
– Planting 11,000 tree and
shrub saplings in Magnitogorsk
Achieving these goals will allow MMK
to reduce negative environmental impacts
and ensure the environmental safety of
production processes. The results of
activities within the strategic initiative are
reviewed at meetings of the Company’s
Board of Directors and Management
Board, as well as within the framework
of the Board of Directors’ Health,
Safety and the Environment Committee.

In 2020, MMK achieved the majority of its environmental targets.
Achievement of MMK’s 2020 environmental targets
2020
plan

Environmental targets

Reduce CAPI to (units)
Reduce gross air emissions of pollutants to
a level not exceeding (‘000 tonnes/year)

2020
actual

Achievement,
%

6.4

6.1

105

177.2

177.4

99

1

0.94

106

Reduce specific air emissions3 (kg/t of steel)
– dust to a level not exceeding
– sulphur dioxide to a level not exceeding

0.4

0.38

105

– nitrogen oxides to a level not exceeding

0.55

0.59

93

Complete the project for the construction of
dust exhausting systems at the cast houses
of Blast Furnace #2 (%)

100

100

100

Reduce gross discharges of pollutants into
bodies of water (‘000 tonnes)

24.8

23.8

104

127,500

90,782

129

Recycle operating and waste slags
(million tonnes/year)

10

10.05

101

Use waste as secondary material resources
in sinter charge (million tonnes/year)

1.8

1.9

106

1,620

1,920

118

Perform the technical stage of damaged land
reclamation at Phase 3 of the Western Quarry
in the Magnitnaya Mountain on an area of
six hectares (hectares)

6.0

6.0

100

Perform the biological stage of damaged land
reclamation at Phase 3 of the Western Quarry
in the Magnitnaya Mountain on an area of
five hectares (hectares)

5.0

5.0

100

No instances of non-compliance with environmental
requirements and ISO 14001 revealed by external
audits (instances)

0

0

100

Prevention of harm to soils (instances revealed by
state inspections)

0

0

100

Reduce water withdrawal from the Magnitogorsk
reservoir to the level of (megalitres)

Plant saplings under the greening programme (pcs.)

To achieve the 2020 targets, an Environmental
Programme for the Group companies was
adopted. The programme comprised the
following key activities:

The 2020 Environmental Programme included
a total of 105 initiatives, of which 98 were
implemented in the reporting period, and
seven projects are in progress in 2021.

– 52 projects to reduce air emissions
of pollutants

In 2020, expenses on the initiatives within the
Environmental Programme totalled $74.6 million,
including $55.9 million for capital construction.
Total environmental expenses4 within the Group
amounted to $109.3 million, or 1.5% of the
Group’s revenue. The share of environmental
expenses in the Group’s revenue remained flat
year-on-year.

– 20 initiatives to reduce and prevent
discharges of pollutants into bodies of water
– 14 initiatives for waste disposal and
environmentally safe waste storage, as well
as land reclamation
– 19 environmental initiatives to be
implemented in subsidiaries

3 Within the Sinter Shop, Blast Furnace Shop, Coke and Chemical By-Products Plant, Electric Arc Furnace Shop, and Oxygen Converter shop.
4 This indicator includes: mandatory payments for negative environmental impacts, fines for non-compliance with environmental laws and regulations, expenses on capital
construction; expenses on capital repairs, current (operating) costs, payments for environmental services, and other environmental expenses.
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Environmental management
MMK’s and Group companies’1 environmental
management framework encompasses units
across different levels that perform the
following functions:
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In the reporting period, MMK was listed by
WWF Russia among the companies that
avoided accidents or controversial
environmental situations (the Fund analysed
data for 2019). In 2020, too, MMK had no
accidents causing significant environmental
damage and impact; there were several fires,
with air pollution levels adequately controlled.
In 2020, the environmental efforts undertaken
by the Group over the previous year were
recognised with awards and high rankings.
For the second year running, MMK was included
in the top 10 (at No. 10) of the environmental
transparency ranking for metals and mining
companies issued by WWF Russia. The Group
ranked 64th in the 2020 fundamental efficiency
rating of the 150 largest companies in Russia
and Kazakhstan5, compiled by Interfax-ERA.
Additionally, in 2020, MMK received a certificate
of acknowledgement from the World Steel
Association for participation in the carbon dioxide
(CO₂) emissions data collection programme.
MMK and MMK-METIZ were recognised as
winners in the Environmental Efforts and
Resource Conservation category of the industry
competition for Metal and Mining Enterprises
with Highly Effective CSR.
In line with its Environmental Policy, MMK
is committed to disclosing information on its
environmental impact and engaging with
stakeholders on environmental safety. The city
administration and representatives of MMK
management meet monthly to work together on
developing programmes and objectives aimed
at protecting the environment and ensuring
favourable environmental conditions in the
region. At an annual meeting, ecologists from the
plant and the senator of the Russian Federation
representing the Chelyabinsk Region discuss
the past year’s achievements and results, along
with plans for the next period with regard to the
implementation of the Clean Air federal project.

In addition, interaction with local communities
and authorities is carried out through public
hearings within the state environmental expertise
of the Group companies when implementing
investment projects, and by responding to
complaints received from local residents.
All reports of observed contamination are
recorded, and the results of automated emission
measuring systems are analysed to decide
whether response measures are required. These
systems were introduced as part of a project to
create an operational environmental dispatch
complex at the Group companies. They enable
online monitoring of compliance with permissible
emission standards, which is important for the
Company and its stakeholders alike.

Region, including Magnitogorsk, and joins efforts
with other major industrial enterprises in the city
to reduce emissions by more than 20% by 2024
compared to 2017. In this regard, MMK
upgrades and retrofits its production facilities.
By implementing its air protection initiatives,
the Group companies reduce total and specific
emissions along with CAPI. In 2019, the Ministry
of Natural Resources and Environment removed
Magnitogorsk from the list of cities with the worst
air pollution and, between 2017 and 2020,
CAPI decreased by almost 60%.

9
9.0
6

6.8

6.1

3

5.0

0
2017

2018

2019

2020

2025
target

2018

2019

2020

14,658.2

14,583.4

17,176.3

9,888.7

9,854.7

5,853.3

24,133.8

22,905.7

17,908.1

2,661.1

2,956.9

2,820.3

212.9

199.4

144.3

194,490.9

217,753.2

184,773.7

246,072.6

268,253.5

228,676.0

Type of pollutant
8

Sulphur oxides (SOx)
Particulate matter (dust)
Volatile organic compounds (VOCs)
Hazardous air pollutants9 (HAP)
Other standard categories of air emissions,
including carbon monoxide (CO)
Total emission volumes

The Group’s gross emission volumes, including MMK’s emissions, ‘000 tonnes
300
268.3
246.1

228.7
198.2

197.0

177.4

100
50
0
2018

The Group’s gross emission volumes

15.7

15.8

15.3

10

5

2019

2020

MMK’s target is a 14% reduction in gross air
pollutant emissions by 2025 compared to 2019.

15.2
12

The MMK Group’s gross emissions6, including by main pollutant,7 tonnes

150

15

2018

15

In addition to its own programmes and initiatives,
MMK takes part in the Clean Air federal
programme implemented in the Chelyabinsk

200

20

18

In 2020, MMK continued its efforts to reduce
the Comprehensive Air Pollution Index (CAPI) in
Magnitogorsk and achieve a tenfold reduction
of extremely and highly hazardous substances.

250

MMK’s initiatives to reduce emissions, including dust suppression

0

CAPI in 2017 – 2020, units

Air quality
Emission reduction is a key focus of the
Group’s environmental agenda.

Nitrogen oxides (NOx)

MMK’s specific air emissions,
kg/t of crude steel10

2019

2020

MMK’s gross emission volumes

5 https://open-era.ru/reitingi/2020/top-150
6 Hereinafter: the values for 2018 – 2019 differ from those published earlier, as the boundaries of disclosure of information on environmental indicators were expanded in 2020.
See the section “About the Report” for more details.
7 To estimate air pollutant emissions from organised sources, data on the amount of air pollutant emissions per unit of time determined by the results of industrial environmental
control performed by the Environmental Protection Laboratory and the Centre for Laboratory Analysis and Technical Measurements are used. The results of the control are
used to determine the weight of emissions during the actual working hours of the respective source. Calculations of emissions from non-organised sources are made on the
basis of the standards and actual operating hours of the equipment.
8 In line with SASB requirements, NOx include NO and NO₂ and does not include N₂O.
9 The following substances were included in this group: manganese oxide (MnO), lead and lead compounds (Pb), polycyclic aromatic hydrocarbons (PAHs), and phenol.

During the year, the Group’s gross emissions
and MMK’s specific emissions decreased by
almost 15% and 3% year-on-year, respectively,
which is explained by a number of ambient air
protection measures.
MMK’s environmental protection facilities
include 262 gas-cleaning units, and the
corporate training centre provides training on
how to operate them.
These facilities undergo laboratory tests every
year to control compliance with standards on
maximum allowable emission limits. In 2020,
control procedures were conducted for all
existing gas-cleaning units, and no emission
standard limits were exceeded.
In 2020, to automate the monitoring of industrial
emissions, the Group continued implementing
an environmental dispatch complex with gas
analysis equipment (automated systems,
specialised sensors, machine vision technology).
The project provides for retrofitting 127 facilities
that produce class 1 emissions. By 2019, gas
analysis equipment was installed at 70% of
facilities, and 12 more facilities were covered
with the automated emission control system in
2020. This project will continue in 2021.

Initiative

2020 results

Environmental initiatives as part of the
construction of Sinter Plant #5 and
decommissioning of Sinter Plant #4 in 2019

With the project launch in 2019, 15 gas-cleaning
units were installed, and the environmental effect
in 2020 was a 5,400 tonne emission reduction.

Upgrading Blast Furnace #2 and installing
a dust exhausting unit at its cast houses

In 2020, the upgrading of Blast Furnace #2
was completed, and the dust exhausting unit
was launched, enabling a 250 tonne
emission reduction.

Installation of dust suppression systems for
the coal preparation shop and burden
preparation shop

Dust suppression systems for both shops
have been installed and launched.

Equipping four wagon tipplers at the burden
preparation shop with dust suppression units

The project has been completed, and the
wagon tipplers have been equipped with
dust suppression units.

Retrofitting gas-cleaning units of the electric
arc furnace and oxygen converter shops

In 2020, MMK started the project for the
electric arc furnace and oxygen converter
shops, with the intention of increasing the
capacity of gas-cleaning units and preventing
fugitive emissions through more efficient
collection and treatment of flue gases.
The shop’s gross dust emissions are expected
to decrease by at least 800 tonnes per year.

Construction and commissioning of the new
Coke-Oven Battery #12

In 2020, the Company launched this project.
The complex of Coke-Oven Battery #12 will
include a new by-product recovery shop and
a biochemical water treatment facility. The new
complex is expected to meet the annual emission
reduction target of 11.35 thousand tonnes.

Three additional ambient air monitoring stations

The purpose of the initiative is collection,
processing and analysis of the air quality
data to improve the air monitoring system of
Magnitogorsk. One air monitoring station is
scheduled for installation and commissioning
in spring 2021, and design documentation
for two further stations is being developed.

The ambient air quality in Magnitogorsk is
monitored round-the-clock, with MMK’s
financial support, at stations in residential areas
and three mobile laboratories on the buffer
zone boundary. MMK seeks to increase the
number of stations.
In 2021, the Group companies plan to continue
the initiated projects on ambient air protection
and implement new measures to achieve the
emissions targets. By 2024, the Group plans to
complete the upgrades of the first processing
stage, particularly by deploying the best
available technology for sinter plants, blast
furnaces, and coke and by-product plants.

10 Hereinafter: specific indicators cover MMK only. Also, the specific indicators for 2018 – 2019 in the chapter may differ from previously disclosed numbers as the methodology
for calculating them was corrected in 2020 in favour of a disclosure per tonne of steel that is more common among companies in the industry.
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Environmental compliance, communication
and transparency
The Group companies undergo scheduled
inspections by the Federal Service for Supervision
of Natural Resources (Rosprirodnadzor) and
the environmental prosecutor’s office, and seek
to respond to identified violations in a timely
manner by developing appropriate corrective
actions. Total fines imposed on the Group for
non-compliance with environmental legislation
and regulatory requirements amounted to
$15.75 thousand in 2020 ($42 thousand in
2019), largely due to a nearly sevenfold
decrease in the number of relevant violation
warrants (in 2020, six warrants were issued
to the Group). Non-financial sanctions were
applied once during the year.
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During the year, the following provisions were
codified as part of revising our Environmental
Policy: a clear target to reduce the carbon
intensity of MMK’s production processes was
outlined, the Company set out its commitments to
manage climate risks and opportunities, reduce
the carbon footprint of products and maximise
recycling of secondary energy resources,
with the Policy also outlining management’s
responsibility for setting climate targets and
following up performance against these targets.
MMK’s senior management is updated on
GHG emissions and involved in addressing
climate change.
In 2020, MMK made progress in managing
climate risks. In 2020, we assessed and
measured our climate risks to develop
management measures. We identified risk
inherent in the transition period and physical
risks in line with the recommendations of the
Task Force on Climate-related Financial
Disclosures (TCFD).
Currently, the most significant risks for the
Company appear to be those associated with
the adoption of the carbon border adjustment
mechanism and stricter environmental laws, which
will entail higher equipment purchase costs and
increases in other costs (insurance, logistics,
consulting services). MMK strives to mitigate
these risks by reducing gross GHG emissions
generated by the Company’s operations.
In 2020, we conducted a benchmark analysis
of the carbon intensity of our production

processes and assessed the potential for
reduction in GHG emissions. As a result, we
have set an ambitious target to reduce MMK’s
GHG emissions by 2025 to 1.8 tonnes of CO₂
equivalent per tonne of crude steel12 (with a
2019 baseline). The key measures to reduce
specific GHG emissions include the construction
of new Coke-Oven Battery #12, installation

MMK’s gross GHG emissions, million tonnes of CO₂ equivalent15,16

Energy efficiency and consumption
Energy management system
Energy efficiency is a priority focus area for the
MMK Group. Through energy saving initiatives
we cut our energy costs, and also reduce our
environmental footprint, including by reducing
the Group’s impact on climate change.
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of new Blast Furnace #11, and the retrofit of
gas-cleaning units at steelmaking operations
with recovery of converter gas.
The analysis of the carbon intensity of MMK’s
production processes enabled us to identify
what can be done to reduce GHG emissions
during 2026 – 2030. A list of promising projects
and initiatives was compiled for further analysis
and potential implementation.
GHG emissions for 2020
The Company seeks to enhance disclosure
of its GHG emissions, including through the
measurement of direct and indirect GHG
emissions for 2019 conducted in 2020 and
assessment of the carbon footprint of its
products. The assessment of indirect energy
and non-energy GHG emissions (Scope 2, 3)
was performed for the first time in our history.
To calculate direct and indirect energy-related
emissions (Scope 1, 2), we applied the
guidelines from Order of the Russian Ministry of
Natural Resources and Environment No. 300,13
with the GHG Protocol applied to assess indirect
non-energy-related emissions (Scope 3)14.
In 2020, MMK’s gross GHG emissions
(Scope 1, 2 and 3) were 37.97 million tonnes
of CO₂ equivalent, down by almost 6.8%
year-on-year (40.72 million tonnes CO₂
equivalent). This change was primarily due to

a decrease in our steel output during the year
(by almost 7.1%).

MMK’s specific GHG emissions, tonnes
of CO₂ equivalent per tonne of crude steel

– Improving the energy saving management
system, including improvements to control
over the use of energy resources and
relevant internal regulations
– Increased use of secondary energy

2.5
2.0

During the year, the CEO approved MMK’s
new Energy Policy compliant with ISO 50001.
The Policy includes a strategic goal to reduce
energy costs in the cost of the Company’s
products, as well as initiatives to achieve it.
The MMK Group’s energy efficiency efforts
are mainly focused on:

2.13

– Increasing employee engagement and
awareness of energy saving

2.18
1.8

1.5

– Certificating equipment for compliance
with energy saving standards
– Searching for and selecting the most energy
efficient solutions when upgrading equipment

1.0
0.5

– Researching processes and embedding IT
solutions to improve rate setting, forecasting
and energy consumption management.

0
2019

2020

Target by 2025

In 2020, there was a 2.1% year-on-year
increase in MMK’s specific GHG emissions.
MMK’s GHG emissions for 2019 and 2020
(Scope 1, 2 and 3) were verified by BSI, a global
certification company.
In 2021, we plan to measure direct and
indirect GHG emissions for 2020, including
for a number of MMK subsidiaries that have
the highest exposure to production processes,
which will increase the transparency of MMK’s
efforts to mitigate climate change and will
enable management of GHG emissions
from subsidiaries.
In 2021, MMK will focus on initiatives to achieve
its annual specific GHG emissions target of two
tonnes of CO₂ per tonne of crude steel.

The key elements of MMK’s EMS and drivers
for energy efficiency and reduction of energy
costs include:
– Energy Management Platform, which
is an electronic module with four functional
units used to model and control production
and energy processes, systematise their
planning, monitoring and analysis, as well
as to manage the processes for proposing
and implementing energy efficiency
improvements. The platform supports a
mobile app that employees can use to put
forward an energy efficiency suggestion
and track its review phases (in 2020, the
average review time was 123 days, down
almost 24% year-on-year)17. The energy
management platform also covers the
Group’s subsidiaries to support energy
efficiency projects
– Energy Performance Register, which
is a list of initiatives to reduce energy
consumption broken down by MMK unit
and by resource type. We set performance
targets for each project in the Register and
monitor their progress on a monthly basis

In 2020, MMK was recognised with the
international Energy Management Insight
Award honouring excellence in energy saving
and energy efficiency in operations among
organisations certified to ISO 50001.
The Director of the Department of Energy at
UNIDO UN noted the efficiency of MMK’s
EMS and its successful integration into existing
business systems, driving improvements to
energy management, cost savings and
performance against energy targets.
MMK was able to improve its energy efficiency
through the Company’s efforts to involve its
employees in optimising and reducing energy
consumption. In 2020, our employees submitted
771 suggestions via the Energy Management
Platform (921 suggestions in 2019), and 188
suggestions were implemented.

Targets for saving key energy resources of MMK for 2020
Energy source

2020
Guidance,
$’000

2020
Actual,
$’000

Achieved
in 2020,
% of target

In this way, the Group aims to promote the
efficient use of energy resources at every
workplace.

Electricity

111.8

108

96.7

Fuel

958.3

955.6

99.7

MMK’s Energy Complex ensures uninterrupted
supply of energy resources, both purchased
(coking coal, thermal coal, natural gas,
electricity) and generated (electricity, heat,
steam, compressed air and air separation
products) for steelmaking processes.

Heat

91.2

91.2

100.0

Compressed air and air separation products

81.5

33.5

41.1

25

17.3

69.2

12.6

12.6

100.0

1,280.2

1,218.1

95.2

Targets for saving key energy resources used
at MMK are developed annually, as well as
a programme for energy saving and energy
efficiency improvement, which are subject to
approval by the CEO.

Drinking water
Process water
Total

The energy management system (EMS) currently
in place at MMK is certified to ISO 50001.
The initial certification took place in 2016,
with subsequent re-certifications conducted
on a timely basis. In 2020, an external audit
of MMK’s EMS to ISO 50001:2018 was
conducted, covering almost all MMK units,
with internal inspections of EMS performed
across the units in preparation for the audit.
Group subsidiaries are not included in the scope
of the energy management system certification,
but the Company monitors and regulates energy
saving across its subsidiaries.

11 The information in this section is provided for MMK, for details see “About the Report.”
12 The calculation of MMK’s specific GHG emissions, including GHG emissions targets, was made using the ISO 14064:2018 methodology, which includes process-related
GHG emissions (Scope 1) as well as generation (Scope 1) and power purchase (Scope 2); and does not include indirect GHG emissions associated with the supply chain
(Scope 3) or GHG emissions resulting from generation of energy for third-party customers (Scope 1).
13 Order of the Russian Ministry of Natural Resources and Environment No. 300 On Approval of Recommended Practices and Guidelines for Measurement of GHG Emissions
by Business and Other Entities Operating in the Russian Federation, dated 30 June 2015.
14 GHG Protocol (Greenhouse Gas Protocol) Corporate Value Chain (Scope 3) Accounting and Reporting Standard.
15 The 2019 direct greenhouse gas emissions values have been refined compared to previously published data based on a verification conducted by an independent
international certification company in 2020.
16 For 2018, only direct Scope 1 emissions were measured.

The Company plans to develop the platform’s
analytics module in the near future to manage
hourly electricity consumption, generation and
purchases. The project will unify disparate
organisational systems involved in managing
electricity consumption and reduce the cost
of purchased electricity.

17 The timelines for reviewing energy efficiency ideas proposed by employees were updated.

ST R AT E G I C R E P O R T

Combating climate change
Approach to climate change11
MMK supports global efforts to prevent climate
change and implements practices to reduce
greenhouse gas (GHG) emissions. In its efforts
to reduce GHG emissions, the Company
focuses on improving energy efficiency and
upgrading its production processes.
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In 2020, total fuel consumption across the
Group decreased by almost 2.6% year-on-year
to 322.7 million GJ, with natural gas and coal
(both coking and thermal) accounting for
44.7% and 54.6% of total fuel consumption
in 2020, respectively.
Group companies consume both their own
generated and purchased energy. In 2020,
heat energy and electricity purchases fell by 9%
year-on-year to 28.97 million GJ. At the same
time, the proportion of purchased electricity
consumption in total energy consumption during
the year totalled 8.1% (8.6% in 2019).
MMK’s energy intensity level increased by
3.6% in 2020 due to a 7.1% decrease in steel
production year-on-year, while the Group’s
energy intensity decreased by 2.7% due to higher
production of coking coal compared to last year.

Total fuel consumption across the Group, including by key non-renewable fuels,20
million GJ

2020

2.1
2.3

2019

2018

1.5
2.1
0

50

100

327.1

180.0

143.5

150

Total fuel consumption
Coking coal consumption
Natural gas consumption

Blast furnace gas is consumed within MMK
while coke gas is used both by MMK and by
other Group companies (4.1% of total coke gas
utilisation in 2020).

331.4

182.1

146.2

1.1
2.0

322.7

174.1

144.2

200

250

Energy efficiency
The Group’s energy efficiency efforts focus,
among other things, on boosting its use of
secondary energy. We currently seek to
maximise the recovery of blast furnace and
coke gases and plan to ramp up the use of
converter gas in our operations.

300

350

Thermal coal consumption
Other energy resources consumption

In 2020 our metallurgical operations reduced
their coke gas consumption by 10.7% due to
the decommissioning of Sinter Plant #4, launch
of Sinter Plant #5 running on natural gas and
retrofit of Hot-Rolling Mill 2500. In 2020,
the use of blast furnace gas and coke gas
by MMK’s energy operations grew by
0.4% year-on-year and 1.2% year-on-year,
respectively, which is explained by the gradual
replacement of natural gas with secondary
energy across these operations.
Use of secondary gases
across the Group, %

Total energy consumption across
the Group,18 million GJ

In particular, we implemented seven low-cost,
high-performance projects in 2020, which are
expected to bring $1.03 million in energy
savings, including:

400
350
300

351.5

354.5

343.6

250

Coke
gas

91.9
97.4
98.7

Blast
furnace
gas

97.8
97.6
98.7

200
150
100
50
0
2018

2019

0

2020

2018

Purchased heat energy and electricity
consumption within the Group,19 million GJ
35
30

0.32 0.91
32.33

10

0.33 0.88
30.63

25

Total volume of heat and electricity sold
across the Group, million GJ

0.31 0.84

0.34

8

Energy intensity of MMK and the Group,21
GJ/t of crude steel
40

0.14

0.12
0.33

0.02
0.24

27.82

30

6

20

20
15

4

8.67

8.29

7.79

10

0
2019

Heat energy contained in steam
Heat energy contained in hot water
Electricity

2020

26.1

27.0

21.4

22.5

21.9

0

0
2018

25.4

10

2

5

2018

2019

Electricity
Heat energy contained in steam
Heat energy contained in hot water

2020

2018

2019

ST R AT E G I C R E P O R T

Energy consumption
In 2020, total energy consumption across
the Group was 343.6 million GJ, down 3.1%
year-on-year.

2020

MMK’s energy intensity
The Group’s energy intensity

18 Hereinafter in the graphs of purchased electricity consumption/total volume of electricity sold across the Group: to calculate the electricity consumption indicator of MMK,
a coefficient of 9.208 MJ/kWh approved by the Regulation on the Procedure for Interaction of Structural Units (units) when computing the consolidated energy balance and
the specific energy intensity of PJSC MMK’s products is applied. When calculating a similar indicator for the subsidiaries, the standard coefficient of 3.6 MJ/kWh is applied.
Calculation of the total energy consumption indicator is made in accordance with GRI 302-1.
19 In this and the following graph of the volume of heat and electricity sold across the Group, the Group’s intra-group sales and purchases of heat and electricity are included.
20 Other energy resources included: diesel fuel, petrol, jet fuel, coke gas (consumed by subsidiaries), methane and propane.
21 The energy intensity of MMK and the Group’s energy intensity were calculated using the method of cross-cutting energy analysis developed on the basis of the
recommendations of the International Iron and Steel Institute (IISI) in Brussels.

20

2019

40

60

80

100

2020

We were able to boost our energy efficiency
through projects implemented as part of the
energy saving and energy efficiency programme,
which is approved every year by MMK’s CEO.
In 2020, 117 projects were implemented under
this programme, accounting for 95.2% of the
target. The annual economic benefit from our
measures to reduce energy consumption across
MMK totalled $1.22 million (with energy
savings at 0.74 million GJ).
The programme is driven by employee
suggestions and projects of MMK’s Centre for
Energy Saving Technologies that develops new
energy efficiency solutions. The key focus of the
Centre for Energy Saving Technologies is on
deploying Industry 4.0 technologies and
fuel-free projects (that exclude the use of fossil
fuels) across MMK’s energy operations.

– An upgrade of a turbine’s duct section with
replacement of stages and diaphragms
– An upgrade of cooling towers at the first and
second units of MMK’s by-product recovery
and processing shop using centrifugal
spray nozzles
– Optimisation of blast furnace gas
consumption in Steam Boiler #4 by
changing the gas and air path
– Replacement of thermal insulation for the
inter-shop high-pressure steam pipeline
– Installation of condensate drains to reduce
losses of compressed air supplied to air
separation units at Oxygen Station #5
– Installation of an automated pressure control
system for compressed air networks of
MMK’s Rolling Shop #5.
The most successful energy efficiency and
energy saving projects implemented during the
year also include initiatives at MMK’s Rolling
Shop #10:

In addition, in 2020, two initiatives were
completed under an energy service contract22
(replacement of ceiling lighting and biological
treatment of heat exchangers). They were
implemented at MMK’s gas power plant and
together saved 54.5 thousand GJ of energy.
In 2021, the Group will implement other
initiatives under its annual energy saving and
energy efficiency programme to achieve key
energy saving targets.
Among other things, we will continue our
initiatives to improve self-sufficiency in electricity
(upgrade of existing and installation of new
turbine generators), develop oxygen generation
(launching an air separation unit) and improve
our energy management system (streamline
consumption of purchased and own generated
electricity). Additionally, two new modules of the
Energy Management Platform are planned to
be implemented in 2022 – 2023.
We are also planning another important initiative
to be launched in 2023: installing two 20 MW
turbine generators behind the coke dry quenching
boilers of Coke-Oven Battery #12. This fuel-free
method of power generation relies on the use of
heat from hot coke to convert water into steam,
which is then fed into steam turbine generators.

– Partial replacement of walking beams in
Furnace #4 (effect: $58 thousand)
– Repair of heat exchangers in Furnaces #1–3
(effect: $46.4 thousand)
– Replacement of two burners in Furnace #4
(effect: $29 thousand)

22 These contracts cover the rendering of energy-saving measures at the customer’s facilities paid for by the contractor. The achieved economic effect is split between the
contractor and the customer. Energy service contracts outline clear energy efficiency targets and implementation timelines.
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The Office of MMK’s Chief Power Engineer
and the Environmental Protection Laboratory
are responsible for MMK and the Group
companies’ water management processes
(metering and quality, respectively).
The Group has an extensive list of internal
documents covering processes related to
water withdrawal and wastewater discharge
management, including a separate standard
covering this area.
In 2020, the Group’s total water withdrawal
remained almost flat year-on-year. Water is
mainly used for production needs; in addition,
water resources are consumed for drinking,
technical and general purposes.

The Group’s water withdrawal by source, megalitres
Source of water withdrawal23

Surface water24
including freshwater withdrawal

25

Groundwater26
including freshwater withdrawal
Pit and mine waters27
including freshwater withdrawal
Third-party wastewater28
including freshwater withdrawal
Municipal and other water supply systems29

2018

2019

2020

90,729

89,850

91,664

89,531

89,427

91,664

1,045

1,204

1,709

1,045

1,204

1,709

35,799

35,248

34,043

35,799

35,248

34,043

5,637

4,563

3,888

209

199

189

6,935

6,977

6,680

6,935

6,977

6,680

133,520

133,055

134,285

including water withdrawal by assets in Russia

132,830

132,193

133,038

including water withdrawal by assets in Turkey

690

862

1,246

140,146

137,842

137,984

including freshwater withdrawal
Total freshwater withdrawal

Total water withdrawal

Specific water withdrawal by MMK,
including specific freshwater withdrawal,
m³/t of crude steel
15
12
9

9.8

9.9

9.4

9.6

2018

2019

10.7
10.4

6

MMK withdraws water primarily from the
Magnitogorsk reservoir, which is not an area
with water stress.30 The state of the reservoir is
monitored round-the-clock to maintain a
constant level in the reservoir through releases
of water from the Verkhneuralsk reservoir, which
has sufficient capacity to regulate the flow of
the Ural River for many years. Both reservoirs
represent a single water management facility
designed to ensure uninterrupted water supply
to MMK.

3
0
2020

Specific water withdrawal
Specific freshwater withdrawal

The Group’s irrecoverable water
consumption33 in 2019 and 2020,
megalitres

Water management at MMK Metalurji
The Group includes MMK Metalurji, located in Turkey. This region is characterised by
high pressure on water resources31. To manage the risks associated with water scarcity, the
Group’s Turkish asset has introduced a reverse osmosis facility that allows the use of seawater
in case of freshwater shortages at two MMK Metalurji water wells; a study on rainwater
collection and application is also underway at one of the Company’s plants.
MMK Metalurji’s water withdrawal by source, megalitres
Source of water withdrawal

100,000
93,922

80,000

Groundwater

91,954

including freshwater withdrawal
Third-party water

60,000

32

including freshwater withdrawal
40,000

Surface water
including freshwater withdrawal

20,000

Total water withdrawal

0
2019

including freshwater withdrawal

2020

Water reuse by the Group,34 megalitres
3,500,000
3,000,000

3,275,900

3,263,925

3,238,646

Type of destination of water discharge

Seawater
Third-party water

2,000,000

0
2018

2019

2020

481

663

1,057

481

663

1,057

209

199

189

209

199

189

1,198

423

0

0

0

0

1,888

1,285

1,246

690

862

1,246

2018

2019

2020

215

184

167

215

184

167

61

92

90

92

90

0

0

32

0

0

Total water discharge

308

276

257

including freshwater

308

276

257

including freshwater

500,000

2020

61

Other discharge types of destination

1,000,000

2019

32

including freshwater

1,500,000

2018

MMK Metalurji’s total water discharge by type of destination, megalitres

including freshwater

2,500,000

23 The Group’s water withdrawal indicator includes the volume of water that one Group company withdraws from another company. Some Group companies (Ogneupor,
Mekhanoremontny Komplex, Magnitogorsky Zavod Prokatnyh Valkov, ATU, Shlakservice, MMK-METIZ) receive industrial water for their production needs from MMK’s
recycled water supply system.
24 This indicator includes MMK’s water intake from the Magnitogorsk reservoir on the Ural River, МCОZ’s water intake from the waste pit; and water intake from surface water
by MMK-COAL and MMK Metalurji.
25 Freshwater is water with concentration of total dissolved solids equal to or below 1,000 mg/L.
26 Water withdrawal from the Maly Kuybas mine and the Southern flank pit of the Berlinskoye deposit; as well as water intake from underground sources by MMK-COAL and
MMK Metalurji.
27 Pit waters produced by MMK as a result of the development of the Limestone and Dolomite Quarries, and mine waters withdrawn by MMK-COAL.
28 This disclosure includes industrial wastewater discharged by MMK-METIZ to MMK’s treatment facilities, as well as process water of Lysva-Teploenergo.
29 Drinking water is supplied to the Group from the municipal networks (Trest Vodokanal, Lysva Municipal Water Utility).

As part of its Environmental Policy, in the reporting
period, MMK now sets annual targets to reduce
water withdrawal from the Magnitogorsk
reservoir (to 127,500 megalitres in 2020 and to
123,700 megalitres in 2021), which are planned
to be achieved by, among other things, increasing
the proportion of water reused in the closed-loop
water supply system, cooling reservoir and local
recirculating water supply circuits (in 2020 it was
97.2% vs 97.0% in 2019).

30 In accordance with the plan for integrated management and protection of bodies of water in the Ural River basin (Russian part) prepared by the Russian Research Institute for
Integrated Water Management and Protection (FGBU RosNIIVH) by order of the Nizhne-Volzhsky Basin Water Department of the Federal Water Resources Agency. The site
was classified within this category based on the amount of available water. The text of the document is available at: http://www.nvbvu.ru/info/category/7594.
31 According to the World Resources Institute (WRI) map on the website: Aqueduct Water Risk Atlas. The Group’s water intake in the region of water scarcity accounted for 0.9%
of the Group’s total water withdrawal in 2020.
32 Third-party water withdrawals are from surface water.
33 According to GRI 303-5, irrecoverable water consumption is equal to the difference between total water withdrawal and total water discharge of the Group.
34 Water reused in MMK’s local recirculating circuits and through MMK’s cooling reservoir, reused water from MMK-LMZ, ММК Metalurji and MMK-COAL as well as water
supplied to MMK Metalurji by third parties.

ST R AT E G I C R E P O R T

Water management
The Group strives to use water resources
efficiently by developing a responsible water
consumption and management system, including
water withdrawal reduction and share of
recycled water supply increase, as well as
high-quality effluent treatment targets.
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Total water discharge by the Group, megalitres

In 2020, there was a 4.8% rise in total Group
discharge compared to last year, while discharge
to surface water decreased by 4.1%, due
mostly to the termination of Dolomite Quarry’s
wastewater discharges to the Sukhaya
Rechka River. In 2020, a drainage system was
constructed to transport the Quarry’s wastewater
to Sludge Dump #2, with pumps installed to
recover water for reuse. This project also led
to a reduction in the total weight of pollutants
discharged into bodies of water in 2020 (by
almost 5.2% year-on-year from 26,381 tonnes
in 2019). The Company aims to reduce its total
weight of pollutants discharged into bodies of
water by 17% by 2025 (with 2019 as baseline).

Water sent to other organisations

The Group assesses the impact on water
resources to monitor water quality for all
water withdrawal sources and discharge
types of destination in line with its production
control schedules.
At present, MMK’s environmental protection
facilities include 65 local recirculating water
supply circuits and 32 water treatment facilities.
In 2020, 1,938 samples were taken to monitor
the performance of water treatment facilities,
with 92 samples exceeding the statutory limits
(73 in 2019), which is due to an increase in the
total number of samples by almost 10%
year-on-year. In addition, MMK has a practice
of analysing the quality of wastewater from its
subsidiaries and third-party organisations in
Magnitogorsk, which have a significant impact
on water resources. The list of wastewater
indicators monitored is determined by the
Group’s internal documents.
Acid mine drainage is not formed as a result of
MMK’s operations, and therefore there is no
necessity for measures to control and treat it.
The Group seeks to maintain engagement with
stakeholders on water use, including through
public hearings on water withdrawal projects
that are currently underway. Additionally, a
representative of MMK sits on the local Basin
Council that operates to promote sustainable
use and protection of local water resources.

2018

2019

2020

325,480

36,300

34,795

325,480

36,300

34,795

297

277

1,120

297

277

1,120

215

184

167

215

184

167

7,039

7,159

9,948

7,039

7,159

9,948

32

0

0

32

0

0

Total water discharge

333,064

43,920

46,030

including freshwater

333,064

43,920

46,030

Type of destination of water discharge35

Surface water

36

including freshwater
Groundwater
including freshwater
Seawater37
including freshwater
38

including freshwater
Other discharge types of destination
including freshwater

Total weight of pollutants discharged into39 bodies of water across the Group
and across MMK, including specific pollutant discharges by MMK
4.7

70,000
60,000
50,000

61,282

2.1

59,855

2.0

40,000
30,000
20,000

26,381

24,901

25,019

23,756

10,000
0
2018

2019
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Pollutant discharges by the Group, tonnes
Including pollutant discharges by MMK, tonnes
Specific pollutant discharges by MMK, kg/tonne of crude steel

Meetings of the Council are held twice a year
and involve representatives of government
authorities of different levels as well as water
users and public associations.

In 2021, the MMK Group plans to implement
the following water management initiatives:

To ensure that MMK operates accident-free
during the flood season, the Company annually
engages with a subordinate organisation of the
Federal Water Resources Agency to regulate
the operating methods and monitor the state of
the Magnitogorsk and Verkhneuralsk reservoirs.

– Build a wastewater aeration and oil recovery
system at the sediment basin of the northern
industrial wastewater channel

The Group also has a grievance mechanism
in place. There have been no reports of water
stress problems from local authorities or
communities in recent years.

– Continue the upgrade of wastewater
disposal at mining facilities

– Upgrade the mechanical and biochemical
wastewater treatment unit at the coke and
by-product operations
– Build a neutralisation facility at Rolling
Shop #5
– Upgrade the primary settling tanks at blast
furnace operations

35 The Group’s water discharge figure includes the volume of water transferred from one Group company to another and does not include sewage.
36 Water is discharged by the Group to surface waters of: the Magnitogorsk reservoir, the Ural River, the Sukhaya Rechka River (wastewater from the Limestone Quarry),
the Lysva River and the B. Bachat River (MMK-COAL).
37 The discharge to seawater is made by MMK Metalurji.
38 The Group’s wastewater is discharged to the treatment facilities of Trest Vodokanal and Lysva Municipal Water Utility, as well as the discharge of MMK-METIZ wastewater
to the MMK treatment facilities.
39 This figure covers the following key pollutants: total iron, manganese, petroleum products, fluorides, zinc and other substances.

Resource efficiency and waste
management
MMK recognises that its operations and
production processes generate a large volume
of waste of various hazard levels, and is
committed to resource efficiency and increasing
the proportion of recyclable industrial waste
through compliance with best practices and
the implementation of advanced technologies.
This is formalised in MMK’s Environmental
Policy. Non-hazardous waste includes mining
waste, specifically tailings, barren rock, and
overburden; these types of waste make up a
significant proportion of the Company’s total
waste produced. Hazardous waste is
accumulated in small quantities. Another
environmental focus area is environmentally
safe disposal of industrial waste.
Waste management
The Group has an array of internal documents
covering waste management processes
(eg standards, instructions on disposal of
hazardous waste and oily wastes). MMK’s
corporate training centre offers a course in
waste management for Company employees
and contractors.
MMK regularly monitors the environment and
pollution levels at waste storage facilities and
adjacent territories and conducts technical
audits to assess their condition. MMK’s waste
storage facilities are used for disposal of
low-hazardous and virtually non-hazardous
wastes. Hazardous facilities, such as Sludge
Dump #2 and CHPP’s ash dump, are managed
by special monitoring groups reporting to the
Office of the Chief Power Engineer.
Before decommissioning a hazardous facility,
a land reclamation programme is developed,
and environmental impacts (on ground/surface
water, air and soil) are monitored and controlled.
Procedures for compliance with environmental
requirements during the decommissioning
of waste storage facilities are set out in the
respective internal documents. Heads of the
Company’s units with waste storage facilities
recorded on their balance sheets are responsible
for decommissioning the facilities and land
reclamation. Reclamation measures are
reviewed annually as part of the development
and approval of MMK’s Environmental
Programme for each year.

The Group’s waste generation, including by type,42 ‘000 tonnes
Type of waste

Total hazardous waste generation

2018

2019

2020

148.8

129.6

105.7

Total non-hazardous waste generation

34,096.4

27,170.3

19,452.9

Total waste generation

34,245.2

27,300.0

19,558.6

Dismantlement projects also provide for
measures to reduce or prevent environmental
impacts, such as identifying the types of waste
that will be generated and developing further
waste management methods. Decommissioning
of waste storage facilities and land reclamation
projects are sufficiently financed to meet legal
requirements (including environmental laws).
Since enterprises of MMK and some Group
companies are classified as Category 1
facilities under Russian legislation,40 stakeholder
engagement is mandatory for the construction of
new facilities and reconstruction of existing ones
(including waste storage facilities) to pass a
state environmental expertise and obtain
construction permits.
Waste management efficiency
In 2020, the Group generated 28.4% less
waste year-on-year. The proportion of
hazardous waste in the total volume increased
from 0.47% to 0.54% year-on-year.
In 2020, the proportion of waste reused in
new production cycles41 was 64.8% of the
Group’s total waste generated, down 3%
year-on-year, and 64.5% at MMK (53.5% in
2019). MMK’s target is to recycle 90% of all
solid waste by 2025.
Most waste is also placed at the Group’s
facilities (7,020.8 thousand tonnes in 2020).
In the reporting period, an insignificant amount
of waste was incinerated (0.8 thousand tonnes
of the Group’s hazardous waste was incinerated
with energy recovery). A total of 116.2 thousand
tonnes of the Group’s waste was disposed of
at the municipal landfill (down almost 42%
year-on-year), of which only 1.5 thousand
tonnes was hazardous waste.
MMK does not transport, decontaminate or
recycle wastes in hazard classes 1 and 2
(mercury lamps, used equipment and batteries),
but engages specialised organisations that have
relevant licences.
The Group aims to increase the proportion of
waste reused in new production cycles and is
taking steps to develop internal waste recycling.
At present, MMK’s environmental protection
facilities include eight specialised waste
recycling units.

Iron- and lime-containing waste from various
metallurgical processes is used in sintering as a
raw material. During the year, 1.9 million tonnes
of MMK’s waste was reused in sinter charge,
which exceeds the planned 2020 target and
the actual 2019 indicator by almost 6%.
The Group reuses almost 100% of ironcontaining waste, and all generated (current)
slags are treated at specialised units to extract
the metal part or recycle them into products such
as granulated slag, crushed slag, crushed stone
and sand mixture, which are widely used in
various Industries such as construction.
The Group’s gross waste generation,
‘000 tonnes
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MMK’s specific waste generation,
including hazardous waste,
kg/t of crude steel
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Specific waste generation
Specific hazardous waste generation

40 Extremely hazardous production facilities that have significant negative environmental impacts and require the implementation of the best available technology.
41 Reuse of waste in a new production cycle means its actual reuse (including checking, cleaning or repairing materials that have become waste, reintroducing them to a new
production cycle for their original purpose) and also recycling that involves reprocessing of waste and converting it into new materials.
42 In line with Russian laws, hazardous waste comprises classes 1, 2 and 3 wastes (extremely hazardous, highly hazardous and moderately hazardous), and non-hazardous waste
comprises classes 4 and 5 wastes (low-hazardous and virtually non-hazardous).
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In 2018, MMK completed the upgrade of its
recirculating water supply system, which resulted
in the commissioning of a separation dam with
an expanded cooling reservoir and a discharge
facility. This project has become one of the
Company’s most important initiatives to protect
surface waters of the Magnitogorsk reservoir
and the Ural River, as it allowed MMK to fully
switch to a closed water disposal/water supply
system in 2019 and significantly reduce the
discharge of industrial wastewater.
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Treatment method

Reuse within the Group

2018

2019

2020

12,161.3

11,619.1

6,533.7

103.3

80.8

79.3

including non-hazardous waste

12,058.0

11,538.3

6,454.4

Delivered to third parties for reuse

6,497.5

6,595.9

6,131.9

67.1

42.7

46.2

6,430.4

6,553.1

6,085.6

18,658.8

18,215.0

12,665.6

170.4

123.6

125.5

18,488.4

18,091.4

12,540.0

including hazardous waste

including hazardous waste
including non-hazardous waste
Total waste reused
including hazardous waste
including non-hazardous waste
For example, in 2020, MMK recovered
583 thousand tonnes of metal from slags.
Slag products are not only sold to third parties,
but are also used internally. Granulated and
fractionated slag is used for the remediation
of abandoned iron ore mines.
The Group takes measures to remediate and
reclaim land disturbed as a result of its
operations, including slag dump reclamation,
particularly through processing accumulated
waste. MMK aims to reduce accumulated slags
to 19 million tonnes by 2025. In 2020, almost
4,570 thousand tonnes of waste metallurgical
slags were processed at MMK, including
2,343 thousand tonnes of waste steelmaking
slags and 2,227 thousand tonnes of waste blast
furnace slags, with 36,902.7 thousand tonnes of
blast furnace slag remaining at the slag dumps.
Steelmaking operations can also use scrap.
The Group has requirements in place on the
accumulation of scrap at business units. MMK’s
senior management plans to review the matter
of increasing the proportion of scrap used in
steelmaking to achieve the GHG emission
reduction target.

Biodiversity conservation
In 2020, MMK updated its Environmental
Policy, adding a biodiversity conservation
target. Taking steps to preserve flora and
fauna, MMK contributes to the sustainable
development of the surrounding areas and
demonstrates its environmentally responsible
approach to business.
The Group does not operate in protected areas
and other nature conservation sites or adjacent
territories. Moreover, the Group rules out
operation in such areas of biodiversity value
as Category I to IV territories as defined by the
International Union for Conservation of Nature
and Natural Resources; biosphere reserves
of UNESCO’s Man and the Biosphere
programme; natural properties on UNESCO’s
World Heritage List; and wetlands listed in the
Ramsar Convention.
Investment projects undergo a biodiversity
impact assessment within the environmental
impact assessment procedure, which is part
of the state environmental expertise, and the
assessment results are subject to discussion at
public hearings.

In 2020, MMK continued the previous year’s
major project on lubricant/coolant recycling
at rolling shops. In particular, it developed the
project documentation, determined the location
of the recycling unit and purchased equipment.
The construction is planned for 2021–2022.

In its Environmental Policy, MMK has outlined
its commitments to preserve biodiversity, natural
landscapes and aquatic ecosystems and
conserve protected areas when making
investments in the application of the best
available technology.

MMK’s second major project, the construction
of MMK’s own landfill for waste of hazard
classes 3 to 5, was at the design stage during
the reporting period and will continue in 2021.
At present, we have put together a tender
documentation package to select a service
supplier. The Company’s plans for 2021 also
include: reclamation of tailings and slag dumps
and elimination of three landfill cells; introduction
of a temporary storage site for solid waste at the
by-product recovery and processing shop to
prepare waste for recycling; construction of
a dry cooling site for blast furnace slag and
two recycling units for zinc-containing sludge;
construction of an enrichment line for ironcontaining tailings; and initiatives for recycling
waste lubricants/coolants from rolling shops.

In 2020, MMK’s CEO approved the Biodiversity
Conservation Programme for the Chelyabinsk
Region to 2022, which covers the Company’s
key activities in biodiversity conservation:
– Restoration and protection of biodiversity of
the Ural River and the Magnitogorsk reservoir
– Biodiversity conservation and enhancement
in MMK’s surrounding areas
– Greening of the territory of Magnitogorsk

In line with the adopted programme, the
Company seeks to increase the biodiversity
in aquatic ecosystems and reduce and prevent
undesirable vegetation in the Magnitogorsk
reservoir. In 2020, the Company also set
reclamation and greening goals. MMK monitors
biodiversity conservation and enhancement
measures. During the year, the Group’s
expenditure on biodiversity conservation totalled
$773.5 thousand, up almost 69% year-on-year.
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Reuse of waste in new production cycles at the Group, ‘000 tonnes

Restoration and protection of biodiversity of
the Ural River and the Magnitogorsk reservoir
In 2020, the third stage of stocking the
Magnitogorsk reservoir with fish was completed,
and 206,000 juvenile common carp were
released. The cumulative release at all stages
is expected to be about 800,000 juvenile
common carp. In 2020, 12,000 juvenile grass
carp and thickforeheads were experimentally
released into the circulating part of the
Magnitogorsk reservoir. These herbivorous
fish species prevent the overgrowth of algae
in reservoirs and remove dead plants. In 2020,
MMK started obtaining permits to stock the
Magnitogorsk reservoir with an enlarged range
of fish species (thickforehead, grass carp).
Biodiversity conservation and enhancement in
MMK’s surrounding areas
The approved Biodiversity Conservation
Programme for the Chelyabinsk Region to 2022
provides for comprehensive environmental
monitoring of the species composition of flora
and fauna in areas adjacent to MMK’s
operations and development of relevant
initiatives to preserve the species composition,
including such measures as:
– Field surveys and approval of the list of
indicator species
– Studying and monitoring indicator species
– Identifying flora and fauna species to be
preserved and restored
– Developing biodiversity conservation
measures and setting control points to assess
their effectiveness
– Public reporting and engaging stakeholders
in the discussion of the results.

Construction of green spaces in Magnitogorsk
The Clean City strategic initiative includes
greening activities. The Company and
Magnitogorsk’s administration have implemented
their ambitious joint greening programme to plant
around 11,000 tree and shrub saplings in total.
Over the past three years, 9,420 saplings of
a wide range of species were planted under
MMK’s greening projects in Magnitogorsk (ash,
Norway maple, linden, birch, Siberian spruce,
rowan), including 1,920 saplings in 2020.
During the year, the Group planted a total of
8,714 tree and shrub saplings, including on
the land where its operations are based.
Restoration of affected land
The Company makes good the impact its
operations have on land by reclaiming and
restoring it.
In 2020, once the technical reclamation was
completed, we carried out biological restoration
across five hectares at Phase 2 of the Western
Quarry in the Magnitnaya Mountain.
We plan to reclaim the entire area of the
decommissioned Western Quarry in the
Magnitnaya Mountain by 2025; this includes
creating a fertile soil layer, sowing grass and
planting shrubs and trees. The Company plans
to biologically reclaim a total area of 51.4
hectares from 2016 to 2025.

In 2020, we completed the technical stage
of reclamation at Phase 3 of the Western
Quarry (six hectares), and the biological
stage is underway.
In addition, we plan to eradicate the Eastern
Quarry in Magnitnaya Mountain, which is
currently at the technical stage of reclamation,
and revegetation will be the final stage.
Plans for 2021 and for the medium term
future
The Group plans to continue its environmental
protection efforts, particularly in the following
key areas:
– Ambient air protection (reconstruction of
gas-cleaning units, construction and
commissioning of a new coke-oven battery,
construction of new monitoring stations,
installation of gas analysis equipment)
– Climate change (assessment of the Group’s
GHG emissions in 2020 and their further
verification, construction of the new Blast
Furnace #11 and decommissioning of old
units, disposing of the converter gas)
– Energy efficiency (installation of turbine
generators, launch of an air separation unit,
new modules of the Energy Management
Platform, optimisation of electricity
consumption)

– Water resources management (upgrades
of wastewater disposal at mining facilities,
construction of a wastewater aeration and oil
recovery system, upgrades of the mechanical
and biochemical wastewater treatment unit,
construction of a neutralisation facility)
– Waste management (reclamation of slag
dumps, recycling of lubricants/coolants,
construction of our own landfill, construction
of an enrichment line for iron-containing
tailings, reclamation of the Eastern Quarry
in the Magnitnaya Mountain)
– Biodiversity (stocking the Magnitogorsk
reservoir with fish, integrated monitoring of the
species composition near MMK’s operations
with the development of corresponding
measures, greening of MMK’s surrounding
areas and Magnitogorsk, biological
reclamation at Phase 3 of the Western
Quarry in Magnitnaya Mountain).
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Making steel entails inherent risks and the MMK Group is determined to identify
and then reduce or eliminate those risks wherever possible. Culture combined
with rigorous processes are crucial to this strategic ambition.

0.66
combined Lost Time Injury
Frequency Rate (LTIFR)

23.62

combined Lost Time Injury
Severity Rate (LTISR)

2.42

Comprehensive Labour
Safety Index at MMK

26.2%

reduction in the number of safety
breaches identified by inspections
as a result of measures to foster a
safety culture

The MMK Group’s contribution towards SDGs
Ensure healthy lives and promote
well-being for all at all ages

Approach
Ensuring a high level of occupational health
and safety (OHS) is a priority for the Group,
and therefore we are committed to fostering
a safety culture that engages all employees
and contractors. The Group has set a goal
of achieving zero injuries and zero fatalities
by 2025. The MMK Group makes annual
improvements to its OHS management system
and deploys cutting-edge solutions to improve
operational safety.

Key sustainability risks
– Industrial accidents and
other incidents
– Accidents

Material topics
– Health and safety

The spread of COVID-19 prompted the Group
to take early action to protect its employees.
The pandemic also gave further impetus to
embedding automated and digital OHS
solutions as we automated the employee health
management system and launched VR-based
employee training. We also focused on
fostering a safety culture among employees
through training at MMK’s Safety School,
implementing related measures, monitoring
employee compliance with safety rules, and
reducing the rate of occupational injuries,
industrial accidents and occupational disease
across the Group.

Targets

Contribution

3.4

– 1,243 people have benefited from the standard set of annual preventive healthcare
programmes
– Provision of PPE and support for 93 technical activities designed to reduce the risk
of accidents occurring
– Automating OHS management systems
– Establishing the COVID-19 response centre; 1,567 people vaccinated

ST R AT E G I C R E P O R T

Occupational health and safety
OHS Governance
OHS Management System
Effective occupational health and safety (OHS)
management contributes to protecting our
employees’ health and ensuring their safety
and is critical to the Group1.
The Board’s Occupational Health, Industrial
Safety and the Environment Committee is
responsible for managing health and safety from
the top. Each organisational level of the Group
has in place a dedicated unit and specialists
responsible for safety and the operation of the
OHS management system.
The Group’s OHS management is guided by
internal regulations and applicable laws.
The Occupational Health and Safety Policy,
which also applies to its contractors, is Group’s
key document that outlines the Group’s
occupational safety commitments and
focus areas.
OHS requirements are also communicated to
contractor employees through an occupational
safety agreement signed with them.
OHS requirements are available in all
languages used by the Group, mostly Russian.
For the Turkish asset, the documents are
translated into English and Turkish.
The Group has an Occupational Health
and Safety Management System (OHS
Management System) in place. In 2020, MMK
was certified to ISO 45001:2018. Ten Group
companies2 are also certified either to OHSAS
18001 or ISO 45001. Each unit designates an
officer responsible for the operation of the OHS
Management System.

The OHS Management System defines a list of
major hazards and risks that may affect people
at production sites. The OHS Management
System applies to employees, contractors and
visitors to our production sites, covering both
operational and administrative processes.
OHS strategy and priorities
OHS is a priority topic in the MMK Group’s
Strategy 2025. The prevention of occupational
injuries and diseases is central to these efforts.
OHS targets and initiatives are defined for the
Company and Group companies on an annual
basis, factoring in their business profile.

OHS risk management
OHS hazards and risks are identified, recorded
and assessed twice a year across all operating
processes, in line with the official risk
management standard: ISO/IEC 31010:2011.
The Group has in place a procedure for risk
analysis and reassessment, which applies to
changed or new activities, as well as to key
OHS risks (industrial and other accidents,
occupational diseases, incidents, etc.) if they
are realised.

MMK’s OHS targets for 2020 and progress
Target

Progress at year-end 2020

Reduce Lost Time Injury Frequency Rate (LTIFR) to at least 1.08

LTIFR at year-end 2020 was 0.74. Target achieved.

Reduce the Lost Time Injury Severity Rate (LTISR) to at least 34.09.

LTISR at year-end 2020 was 26.0. Target achieved.

Ensure the identification of measures required to manage hazards
with conditionally acceptable and higher risk levels.

Target achieved.

Achieve a Comprehensive Labour Safety Index (CLSI) of 2.3.

The current CLSI is at 2.42.

3.8

– Conducting regular vaccinations and health checks and providing access to free
preventive healthcare programmes

Confirm compliance of the OHS Management System with
ISO 45001:2018 as at 1 September 2020.

The target was achieved, with Certificate of Compliance
No. 04 126 022041 received following a certification audit.

3.9

– A precise procedure for using chemicals and hazardous substances
– Communicating to contractor employees about safety requirements for handling
hazardous substances

Achieve 100% fire safety performance across the MMK Group.

Target achieved, with the number of fires reduced
(13 fires in 2020 vs 15 in 2019).

Upskill employees on occupational health and safety by training at
least 2,500 employees from production units at the Safety School.

1,068 MMK employees were trained. The shortfall in the number of
trainees was due to COVID-19 restrictions and the need to adapt training
programmes to distance learning.

1 This section contains information with regard to the Group in accordance with the perimeter of companies as defined in the section “About the Report” in the “Reporting
boundaries” table, unless otherwise stated. However, due to differences in the approach to injury accounting, data for Russian and Turkish assets is presented separately.
2 Ten Group companies include: PJSC MMK, LLC ATU, LLC Shlakservice, LLC Remput, LLC United Services Company, LLC Mekhanoremontny Komplex, LLC MCRW,
LLC Ogneupor, OJSC MMK-METIZ, LLC MMK-COAL.
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– Electronic log for shift handovers
– Walkarounds by managers of all levels
– OHS meetings within each unit
– Behavioural safety audits
– Various types of induction briefings
– Training sessions on safe working practices,
knowledge assessments and emergency drills
– Employee communication on recent accidents
– Pre- and post-shift medical check-ups
– Work permits
– Alerts and descriptions of safe working
practices in OHS and technical guidelines
Communication and feedback
Information on OHS is available on MMK’s
website, intranet, the Trade Union’s website,
in the My MMK mobile app, on information
boards, as well as in the corporate magazine.
We value our employees’ commitment to
safety and guarantee confidentiality and
non-retaliation for any employee who raises
a safety concern via any channel.
In 2020, 936 employees at six Group units
were surveyed as part of an exercise to monitor
employee satisfaction with their jobs and
working conditions. The standard questionnaire
includes questions that reflect the requirements
of ISO 45001 for MMK’s OHS Management
System. The weighted average employee
satisfaction score for the year across the
Group was 75.2% (71.5% at MMK).
Emergency preparedness
The Group has in place an emergency response
and feedback system.
Any person may report a potential emergency
by calling the telephone numbers listed on
MMK’s public website, by sending a message
via the Feedback section, or by calling MMK’s
OHS hotline. Employees can report a potential
emergency via the My MMK app in the
Feedback section or via the Online Trade
Union app.
We engage with the administration of
Magnitogorsk via Russia’s nationwide disaster
management system.
The Group also analyses risks of accidents
associated with equipment failure. The Group
applies the reliability-centred maintenance
(RCM) methodology, which focuses on ensuring
reliable operation of equipment and developing
effective maintenance strategies and generates
recommendations for repair and maintenance
strategies subject to equipment criticality and
acceptable failure risk.

Preventing occupational injuries
and diseases
We have a zero-tolerance policy for the
concealment of occupational accidents.
Unit heads must immediately report any
shop-floor incidents to their supervisors.
MMK’s OHS team monitors the Group’s facilities
for breaches on a daily basis. Employees may
stop or suspend work that they believe may
result in an injury or damage to their health.
Managers’ job descriptions, technical and
OHS guidelines outline how the Group’s
management and employees should treat
those who have suspended work, including
a non-retaliation policy.
We implemented 93 technical initiatives in
2020 to mitigate the risk of accidents. The
Company’s OHS expenses for the year totalled
$11.06 million, including expenses for employee
treatment and preventive care, and provision of
personal protective equipment.
MMK’s total OHS expenses,
2018 – 2020, $m
12
10

10.96

11.35

11.06

Safety Navigator
In January 2021, the Company
introduced Safety Navigator, an
automated system to record hazardous
activities/situations detected by managers
at the production site and to monitor that
they are properly addressed.
Managers of MMK’s production units
perform four walkaround inspections
of their production sites per week and
flag detected hazards in their Safety
Navigator mobile apps.
If a hazardous activity is detected, the
Safety Navigator can be used to conduct
a behavioural safety audit: document
the employee’s hazardous behaviour
or breach of occupational health
requirements, identify the root causes of
hazardous actions and collect suggestions
from employees to ensure safety at work.
The new solution has already produced
initial results, with more than 3,000
injury-prone hazards identified and
addressed by early 2021. Of the 2,616
suggestions received from Company
employees, 2,094 were implemented.

8
6
4
2
0
2018

2019

2020

As part of digitalising our accident prevention
processes, we initiated a global project to
track employees in hazardous areas via video
analytics systems and personalised local
positioning sensors. The project’s key purpose
is to prevent employees from entering high-risk
areas when performing their work and monitor
the current physical condition of employees so as
to take swift, timely action in case of emergency.

Occupational safety management at MMK Metalurji
MMK Metalurji is a leading steel company that manufactures flat metal products in the
Republic of Turkey, which includes an electric steel workshop with a casting and rolling
unit, a cold rolling mill, a metals service centre with hot dip galvanising units and polymer
coating units in Iskenderun and Istanbul. MMK Metalurji has implemented an integrated
management system that covers the issues of minimising accidents in the workplace and
occupational diseases by providing healthy and safe working conditions for employees.
In 2020, the total number of accidents at MMK Metalurji was 30, there were zero fatalities
and nine lost time injuries (with time lost less than six months). The rest are micro injuries. In
2020, the Total Recordable Incident Rate (TRIR3) was 2.80, which is lower than in 2019 and
2018 (3.30 and 3.87 respectively). The LTIFR ratio also decreased compared to 2019 and
2018 (9.90 and 11.07 respectively) and was 4.20 in 2020. The most common causes of
injuries were falls and hitting objects.
MMK Metalurji also keeps records of injury rates for contractors. A total of 36 accidents
were recorded in 2020, of which zero were fatal and six were lost time injuries (with time lost
less than six months). The rest are micro injuries. The most common causes of injuries are cuts
and falling objects.

3 The total number of hours worked at MMK Metalurji for 2020 was – 2,143,988 hours, for 2019 – 2,423,942 hours and for 2018 – 2,529,141 hours.

Injury rates
In 2020, the Group took a range of measures
to reduce injury rates, including monitoring
compliance with safety requirements in
hazardous areas and OHS training. The Group
keeps records and evaluates injury rates
separately for Group employees and the
general contractor’s employees.4
The fatality rate5 for Group employees was
reduced year-on-year (0.006 in 2020 vs 0.014
in 2019). For the general contractor, this rate
increased from zero in 2019 to 0.03 in 2020.
LTIFR for Group employees decreased by
41% year-on-year, driven by a reduction in the
number of reported accidents: 44 cases in 2020
compared to 71 cases in 2019. Accidents mainly
involved same-level falls, pinch-point injuries
and falling objects or materials. For the general
contractor, LTIFR increased 2% year-on-year
(mainly falling objects and falls from height).
6

The Total Recordable Incident Rate (TRIR)7 is
down 45% year-on-year for the Group and
up 3% for the general contractor.
In 2020, the Total Recordable Injury Frequency
Rate (TRIFR)8 across the Group was 1.81,
whereas in 2019 it was 3.25, which means
the rate decreased by 44% in a year.
The Lost Time Injury Severity Rate (LTISR)9
stood at 19.24 in 2020 across the Group.
In 2019 LTISR was 35.84 (a decrease of 46%
in comparison to 2019).
We regret to report that one fatal group
accident was recorded in 2020 at an MMK
subsidiary (MMK-COAL), where two
employees were killed.
Another two fatal accidents were reported
for a general contractor, LLC United Services
Company, in 2020, including one group accident,
in which two people were killed and another
accident, in which one person was killed. During
the reporting period, seven serious injuries, ten
minor injuries 6,715 hazardous activities for the
general contractor’s employees were recorded.
All accidents at the Group’s operations are
investigated in line with legislation and local
regulations.
Investigations led to the preparation of
organisational and technical initiatives, which
were fully implemented, as well as disciplinary
actions, taken against the individuals who
breached the OHS requirements.

Types of injuries to Group employees, 2020, number of people10
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We have in place the following OHS controls
to identify and address hazards, mitigate OHS
risks and further motivate employees to comply
with OHS requirements:

2
Fatalities

2019: 5

Severe injuries

2019: 6

Minor injuries

2019: 60

Micro injuries

2019: 154

6
38
85
10,429
2019: 13,730

Hazardous activities

TRIR for Group employees, the general contractor’s employees and a combined rate11,
2018 – 2020
1.2
1.0
1.02
0.8

0.88

0.84

0.6

0.65

0.73

0.75

0.67

0.4

0.45
0.36

0.2
0
2019

2018

Employees

General contractor

2020

Combined

LTIFR12 for Group employees, the general contractor’s employees and a combined rate,
2018 – 2020
1.5
1.2
0.9

1.27
1.02

0.96

1.03
0.83

0.6

0.89

0.85
0.66

0.61
0.3
0
2018

Employees

General contractor

2019

2020

Combined

4 The general contractor is LLC United Services Company – a subsidiary of the Group. The Group also cooperates with other contractors: in 2020, five accidents among
contractors’ employees were registered, of which zero were fatal and four were severe injuries. The data on injuries among the Group’s contractors is planned to be more
comprehensive in future reporting periods due to the improvement of accounting approaches.
5 Fatality rate = (total number of fatalities) x 200,000/(total number of hours worked).
6 Lost Time Injury Frequency Rate (LTIFR) = (number of lost-time injuries, including fatalities) x 1,000,000/(total hours worked).
7 Total Recordable Incident Rate = (total number of reported injuries) x 200,000/(total number of hours worked).
8 Total Recordable Injury Frequency Rate (TRIFR) = (total number of reported work-related injuries) x 1,000,000/(total number of hours worked).
9 Lost Time Injury Severity Rate (LTISR) = (days lost) x 1,000,000/(total hours worked).
10 Types of injuries to Group employees are presented in accordance with Russian law.
11 Hereinafter, the combined rate refers to the injury rate values for the Group’s Russian assets together with the general contractor (LLC United Services Company).
12 The number of hours worked by the Group in 2020 was 72,511,723 hours, in 2019 – 69,243,120 hours, in 2018 – 74,687,434 hours. The number of hours worked by the general
contractor in 2020 was 21,279,465 hours, in 2019 – 21,723,965 hours, in 2018 – 21,992,589 hours. The number of hours worked by other contractors was 17,292,816 in 2020.
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A total of 11 instances of occupational diseases
were identified among Group employees in
2020. The occupational disease incidence rate
per million hours worked was 0.15 for Group
employees (0.16 in 2019) and zero for the
general contractor. No fatalities due to
occupational diseases were reported for Group
employees or contractors during the year.
Technical initiatives are developed to prevent
occupational diseases (additional PPE is used
to eliminate the source that caused the disease,
and ventilation systems are upgraded). If an
occupational disease is suspected, the employee
in question is referred to an occupational
pathology centre for an in‑depth health check.
The Group has in place a special procedure
for using chemicals and hazardous substances,
outlined in local regulations, including
production, technical and handling guidelines,
as well as process sheets, which are developed
in line with national industrial safety standards
and rules and Russian laws and regulations on
occupational safety. Where necessary, safety
requirements for handling hazardous substances
are communicated to contractor employees.
All Group employees are provided with
personal protective equipment, with additional
types of PPE issued to employees based on a
risk assessment. To prevent the build-up of stress,
employees across all units have access to
recreation rooms. Meetings and consultations
are also held with unit heads to address
personal matters.

TRIFR for Group employees, the general contractor’s employees and a combined rate,
2018 – 2020

Group employees trained at the Safety
School in OHS, 2018 – 2020
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Number of OHS training sessions
for employees, 2018 – 2020
15,000

Cases of occupational diseases among the Group employees, 2018 – 2020
2018

2019

2020

Chronic non-obstructive dust-induced bronchitis

4

3

1

Chronic obstructive pulmonary disease

0

4

1

Hand-arm vibration syndrome

6

7

4

Sensorineural hearing loss

7

4

2

Silicosis

0

0

0

Pneumoconiosis

2

3

1

Other

2

1

2

Total

21

22

11

Cases of occupational diseases among the general contractor employees, 2018 – 2020

Our OHS training courses comply with Russian
laws and our internal standards, policies and
guidelines. OHS training is mandatory for all
people on the Group premises, including visitors
to the Group’s production sites and the general
contractor employees. In 2020, a total of
23,479 Group employees took OHS training.

2019
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Combined
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The MMK Group’s employees trained
in OHS, 2018 – 2020
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LTISR for Group employees, the general contractor’s employees and a combined rate,
2018 – 2020
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Promoting safety culture
Improving safety culture is central to the Group’s
progress on achieving its zero injuries ambition
while training and motivation programmes are
instrumental in fostering responsible behaviour.
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The Group has a dedicated training centre,
Safety School, focused on offering theory
and practice courses to Group employees
in occupational health and safety, as well
as fire safety, using advanced training
techniques, visual aids, simulators and
interactive tools (VR-based training).
The training covers all levels of
employees who organise and supervise
operations across MMK production units
and Group companies.
During the recruitment process, applicants
take preliminary tests to check their
readiness to perform the respective job,
with tailored training programmes
designed where necessary, until an
acceptable level is achieved.
In 2020, 1,068 MMK employees and
84 employees of Group companies
received training at the Safety School.
The Company monitors the performance of
its OHS Management System against the
established Comprehensive Labour Safety
Index targets (CLSI13). The OHS system’s
performance across contractors is assessed
through monitoring of their compliance with
OHS requirements when providing services.
In 2020, we significantly developed our
VR-based training programme. Virtual simulators
for practising hazardous processes are being
designed to provide hands-on training in safe
work practices to installers, crane operators,
slingers and some other specialists.
In order to develop the understanding of safety
culture among the Group managers in 2020, we
also held a Safety Awareness training involving
Business Relations for senior executives, managers
and occupational safety officers of the Group
and the general contractor.
The Group also seeks to instil the basics of
safety culture in young people: in particular, in
2020, we prepared training programmes for
grade 3 and 4 school students together with
the Safety School in Magnitogorsk.
Comprehensive Labour Safety Index,
2018 – 2020
2.5
2.42
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Total number of hours of OHS training,
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Operating amid the COVID-19 pandemic
In 2020, the Group took active measures to
combat the effects of the COVID-19 pandemic.
We set up an emergency response team, led by
MMK’s CEO, to manage the situation amid the
pandemic restrictions.
Rapid COVID-19 tests have been purchased
and used throughout the Group’s healthcare
facilities. An employee vaccination
programme was implemented jointly with the
city’s healthcare unit. As at end March 2021,
1,567 people had been vaccinated. Premises
are disinfected on a regular basis. A dedicated
hotline was set up to address questions related
to COVID-19 prevention and processing
of premises and territories to minimise the
coronavirus infection spread.
In addition, some employees were transferred
to work from home. Job and shift schedules
were revised for other employees and electronic
document management introduced to minimise
their contacts with each other.
A total of 814 employees had been ill with
COVID-19, of which 760 recovered; another
54 were undergoing treatment as at the end
of 2020. A total of 614 Group employees
and 200 general contractor employees were
infected with COVID-19 as at year-end 2020.
Plans for 2021 and for the
medium-term future
We have scheduled a number of measures as
part of the Group’s strategic initiative to achieve
our zero injuries goal, including:
– Employee training under the Safety
Awareness programme
– Deployment of the Safety Navigator
automated system for the heads of units to
identify hazardous activities and conditions
– Development of a system to identify and
minimise the risk of injury through training
in hazardous practices
– Development of training programmes for
the Safety School
– Automation of systems designed to locate
people in hazardous areas, detect gas
hazards and ensure the use personal
protective equipment
– Automation of procedures for hazardous
operations
– Automation of pre-shift health checks
– Supervision of investment projects and
overhauls
– Implementation of a programme of technical
initiatives to reduce the risk of incidents
and accidents.

1.0
0.5
0
2018

2019

2020

2018

2019

2020

13 The CLSI is ranked on a scale from 1 – minimum
score, to 5 – maximum score. As a first step, the
indicator is ranked according to the criteria of
different assessment areas, and then, based on the
obtained results of the CLSI for each assessment
area, the CLSI for the structural subdivision (section)
is calculated. The CLSI for a structural subdivision
(section) is determined as the arithmetic average of
the obtained CLSIs of various assessment areas.
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Prevention of occupational diseases
Mandatory health checks of all Company
employees are performed in accordance
with the requirements of a relevant order of
the Russian Ministry of Health at the clinical
healthcare centre of Magnitogorsk.
Pre‑employment health checks are arranged
for new hires. Employees working in harmful
or hazardous working conditions undergo
scheduled and unscheduled health checks.
A new automated healthcare system is currently
being implemented to speed up employee
health checks (pre-employment, scheduled
and pre-and post-shift). The Company runs a
standard set of annual preventive health and
safety programmes. A total of 1,243 people
benefited from the programmes offered in 2020,
despite the restrictions and reduced scope of the
programmes due to the COVID-19 pandemic.
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MMK recognises that its people represent a vital asset to be valued, developed
and taken care of. Our industry puts health and safety at the forefront of our
responsibilities towards our people, but we also work hard to provide satisfying
careers for everyone who works at MMK.

56,609
average Group headcount

28.3%

of Group’s employees are women

100%

of MMK’s employees are covered by
the collective bargaining agreement

4.6%

employee unwanted staff turnover

The MMK Group’s contribution towards SDGs
Ensure healthy lives and promote
well-being for all at all ages

Promote sustained, inclusive and
sustainable economic growth, full
and productive employment and
decent work for all

Approach
People are a crucial asset for the MMK Group.
The Group’s production and operational
efficiency is directly linked to their professionalism,
social well-being and health. The MMK
Group’s medium-term goal is to continue to
increase employee engagement by developing
employee motivation and training systems and
improving the corporate social policy. Our
social policy focuses on increasing the social
package element of employees’ remuneration
by at least 5% annually.

Key sustainability risks
– Social tension

Material topics
– Employee engagement
– Human rights

In 2020, the main focus was on fostering
employee health and safety. All necessary
occupational health measures were promptly
taken to protect the health of employees at
workplaces to support uninterrupted operations
amid the pandemic. Remote access was set up
for employees who are not directly involved in
the continuous production process. We also
paid attention to the further training and upskilling
of our employees. Despite the pandemic, the
Group has implemented over 90% of its training
programmes using remote channels.

Targets

Contribution

3.7

– Providing support for large families and mothers

3.8

–
–
–
–

8.5

100% of employees are covered by a voluntary medical insurance programme
More than $4 million was spent on health centres and resorts
Providing comfortable living conditions and healthy nutrition
Holding 218 sporting events in 2020

– Offering competitive salaries and wages, exceeding the living wage in the host
region by five times
– Developing an online platform providing equal opportunities for employees to
build skills

8.6

– Annual admission of between five and six hundred students for on-the-job training
– Using a Recruitment Bot

8.8

– The Group’s social investments amounted to $17 million in 2020
– 1,647 employees applied to the trade union organisation for legal advice in 2020

Human Resources (HR) management
system and employee structure
HR management approach
MMK and the Group1 companies have
established effective HR management processes.
MMK’s HR management framework consists of
two levels. At the higher level, Human Resources
and the Nomination and Remuneration
Committee of the Board of Directors and the
HR Director are responsible for developing and
implementing the Company’s HR policy and
strategy. The HR Director also leads the Talent
Management Department and HR Department,
reporting directly to the CEO. At the lower level,
HR matters are handled by the heads of
business units (plant workshops).
The subsidiaries of the Group carry out
functional HR management in accordance with
the recommended standards of MMK in the
area of HR management. Depending on the
size and scope of the enterprise, there are
departments or groups for the implementation
of HR functions, headed by leading specialists.
MMK recognises the importance and value of
fundamental human rights and freedoms and is
committed to the principles of mutual respect
and responsibility in its relations with employees.
MMK has a Collective Agreement that ensures
the availability of social programmes for
employees. During 2020, the Collective
Agreement of MMK which was approved in
2017 for a period from 2018 to 2020 inclusive,
was in force. In the reporting year, the Collective
Agreement of MMK was extended until 2023.
The agreement covers all MMK employees and
is reviewed in line with statutory requirements.

All business processes of the Talent
Management Department have passed
international certification for compliance
with the following standards: ISO 9001
Quality Management System; ISO 50001
Energy Management System; ISO 14001
Environmental Management System;
IATF 16949 Fundamental requirements for a
quality management system for the automotive
industry; ISO 45001 Occupational Health and
Safety Management Systems.
Employee composition
In 2020, the Group’s average headcount was
56,609 employees, down 1.5% year-on-year.
In 2020, the Group hired 5,481 new
employees and dismissed 6,391 employees.
The Group’s total employee turnover2 during
the year was 9.7%, down 1.5 p.p. (11.2%)
year-on-year. The undesirable turnover in the
same reporting year was 4.6% (5.9% in 2019).
This trend is explained by the increased trust in
the Company, measures taken to protect its
employees during a pandemic, decent working
conditions and MMK’s leading position in the
labour market. The attrition was caused by the
retirement of employees over 50 and students
under 30 finishing their apprenticeships.

The majority of the Group’s workforce (98%)
is concentrated in Russian regions, with 2%
of employees working in Turkey and other
countries. Local employees3 account for 85.6%
of the total headcount, including the consistently
high share of managers (73.9%).
Due to the specifics of the metals industry jobs
and the Russian law prohibiting women from
performing hazardous industrial work, the
proportion of men in the Group’s total headcount
is unsurprisingly high at 71.7%. Women account
for 28.3%, which is a significant proportion for
metals companies. The percentage of women
among specialists in the Group is more than
52%. At the same time, women held 10.7% of
the Group’s management positions at the end
of 2020. The majority of Group employees
(51.8%) are between 30 and 50 years.
People with disabilities are employed in line with
Russian laws. In 2020, the Group employed
481 people with disabilities (0.8% of the total
headcount), which exceeds the quota
established by the state.

The Company performs regular identification
and analysis of HR risks, developing measures
to mitigate them. Key HR management risks are
as follows:
– Surplus/shortage of skilled workforce
– Under-skilled workforce
– Decrease in employees’ real income (actual
inflation is higher than forecast)
– Magnitogorsk’s over-reliance on
MMK operations

1 This section contains information with regard to the Group in accordance with the perimeter of companies as defined in the section “About the Report” in the “Reporting boundaries”
table, unless otherwise stated.
2 Turnover = (employees who leave the organisation voluntarily or due to dismissal, retirement, or death in service)/(average headcount).
3 For MMK, the local employees are residents of the city of Magnitogorsk; for the Group, the local employees are residents of the regions of Russia where the Group’s companies
are located.
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MMK and Group subsidiaries starts with career
guidance events for the city’s school students.
Each year, the Company holds about 150 tours
for a total of more than 2,500 school students.
Tours were suspended in 2020 due to the
COVID-19 pandemic, but the programme
will continue once we get past COVID.
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Talent attraction, retention and motivation
The Company attracts talent, including young
talent, by cooperating with education institutions
and holding industry-specific conferences and
other events. In 2020, our recruitment practice
focused on driving transparency and openness
within the recruiting process by leveraging
information technology.
Engaging young people and attracting
new employees
The Company actively cooperates with
secondary and higher vocational education
institutions. Attracting potential employees to

MMK offers various types of apprenticeships
(production, introductory, tours) every year as
part of college students’ professional training. In
2020, 789 students completed apprenticeships
at MMK (versus 2,073 students in 2019), and
139 students completed apprenticeships at
Group subsidiaries. Once they are awarded
their degrees, graduates are hired by MMK
and Group subsidiaries in accordance with
their qualifications. In 2020, the decrease
in the number of students who completed
apprenticeships is associated with restrictive
measures as a result of COVID-19.
Every year, the Company hires 500 to 600
graduates of vocational education institutions
and young people who have completed
post-graduation military service in the Russian
Armed Forces. Each candidate’s professional
skills, average diploma score and knowledge
of foreign languages are taken into account.
The Company’s 2020 target was to hire
500 graduates of higher vocational
education institutions.
Employees do not incur any financial expenses
when hired, and the Company covers the cost
of the pre-employment health check. New
employees attend an induction workshop to
familiarise themselves with MMK’s business lines,
goals, values and mission. Also, the employees
learn about the basics of labour protection
and industrial safety including a focus on the
commitment of the CEO and other Company
managers to the concept of the importance of
the lives, health and well-being of employees.
For newly hired young talent, unit-specific
apprenticeship plans are drawn up to induct
and introduce them to the culture and
occupational health and safety standards.

Nosov Magnitogorsk State Technical University’s
Project School

In September 2020, Nosov Magnitogorsk
State Technical University launched the
Project School, a secondary general
education initiative for grade 10 and 11
school students. The project offers high-quality

teaching of science disciplines within the
curriculum of the standard general education
programme. The Project School’s stated goal
is to build a sustainable brand of a quality
secondary education provider in
Magnitogorsk and thus ensure a pipeline of
potential applicants to Nosov Magnitogorsk
State Technical University who have been
trained in pre-university courses. If they
choose professions relevant to the Company’s
operations, MMK will be able to hire
specialists with the desired skill level once they
complete their higher education programmes.

Recruitment Bot
In addition to hiring students who
have successfully completed their
apprenticeships, the Company recruits
new employees to meet the needs of
its business units. A transparent and
unbiased recruitment process is ensured
by the automated Recruitment Bot
solution. The software solution is able to
evaluate candidates on their experience
and professional competencies.
The system keeps records of CVs and job
applications to vacancies posted on the
Company’s information resources, such
as the mmk.ru website, MMK-Portal,
the My MMK corporate app, and the
information kiosk of the Talent
Management Department.
The new automated system within
our recruiting process has helped us to
expand the reach of our recruitment efforts
and enabled electronic CV submissions
and text and voice chatbot assistants.
This has meant we have increased the
number of candidates and provided
equal opportunities for young graduates
from across Russia and other regions
of the world on a competitive basis.

Employee motivation and remuneration
MMK offers decent working conditions and
competitive salaries. The Company’s current
remuneration and bonus system covers all
employees and is designed to reward their
personal contribution. Employees receive
feedback on their performance and this helps
them to achieve their full career potential.
Remuneration schemes are aligned with the
Russian Labour Code and federal labour laws.
The remuneration system also relies on the
principles of the Industry Tariff Agreement for
the Russian Metals and Mining Industry and
MMK’s Collective Bargaining Agreement.

All employees of the Group, including those in
entry-level positions, are paid above the regional
living wage. Remuneration is determined only by
employees’ experience, qualifications, expertise
and performance and does not depend on their
age, sex, race or gender identity.
In addition to decent pay levels, MMK seeks
to create conditions promoting a healthy
work-life balance, offering payment for
extended workweeks, extra payment for night
work, compensation for working on weekends
and non-working holidays or compensating with
another day off, additional days off for certain
employee categories, etc.
Ninety-seven percent of Group employees
have permanent employment contracts. In
Russia, 28% of women and 72% of men worked
on permanent employment contracts. All 1,099
Turkish employees work with permanent
employment contracts (5% of women and 95%
of men). In the reporting period the Group
had 1,637 employees working in Russia under
fixed-term contracts, namely 744 women and
893 men.
In 2020, all Group employees worked on
a full-time basis. The Group strives to create
conditions that allow employees to rest fully,
so it tries to make sure that the duration of the
working week does not exceed 40 hours in
a five-day working week.
MMK uses an individually-focused
remuneration system to provide financial
incentives to employees. In addition, for
managers and those in key roles, the Company
may sign remuneration contracts for performing
more challenging tasks and achieving stretching
targets, with progress measured against
pre-defined criteria.

The Company is committed to an open
and constructive dialogue with employees,
maintained through regular communications
via its website, mobile apps and newsletters.
Employees participate in employee
satisfaction and engagement surveys run
on a mandatory basis.
Group employee satisfaction4
in 2018 – 2020, %
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In the reporting period, the Group continued
to focus on improving employee engagement
in production operations in line with their
professional skill profiles. As a result, a
differentiated approach to salary indexation
was adopted, with the individual percentage
depending on each employee’s score.

The Company uses additional bonuses to
improve employee motivation to achieve the
Company’s goals. The heads of production
structural divisions (heads of workshops and
production facilities, chief specialists) have KPIs
and annual bonuses. The list of participants in the
KPI system and a set of indicators are approved
annually by the CEO of MMK. Senior managers
are also paid annual bonuses for meeting KPIs.

Minimum and average monthly pay of MMK employees
versus the living wage in the Chelyabinsk Region, $
1,000
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4 The level of employee satisfaction reflects the state of balance of the requirements imposed by the employee on the content, nature and working conditions and is calculated
in accordance with the MMK standard STG 15-UIOS-05.
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2018 – 2020
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Employee career paths are charted by the
heads of units and the Talent Management
Department. Employee performance is
monitored and recorded at all stages of career
development. Since 2016, MMK has been
implementing the Human Resources Potential
in Improving MMK’s Operational Efficiency
initiative designed to increase productivity. This
major initiative encourages employees to adjust
their ways of working and its features include:
– Systematic assessment of employees’
professional skills to fit with the corporate
competency profile, developed with the
help of Korn/Ferry specialists based on
the Lominger competency library
– Follow-up individual salary indexation.
In 2020, the initiative was transformed into the
Corporate Culture of Opportunities strategic
programme, including a corporate competency
model. Twice a year, employees at MMK’s
business units are evaluated against the
competency profile5, and the assessment results
are translated into individual salary growth
percentage for each employee. In 2020, the
share of MMK employees who completed
performance evaluation increased to 94.6%
from 86.4% in 2019.
The main basic training centre for the companies
of the MMK Group is the corporate employee
training centre, where a multi-tier system of
corporate training covering all areas of the
Company’s activities is implemented. The
corporate centre is certified to ISO 9001, the
international standard for quality management.
In-house training courses, carried out by
specialised leaders within the Company, are
carried out on subjects such as ecology and
green energy, technology, HR, economics,
information security and other areas. In 2020,
MMK employees completed 687,487
person-hours of in-house training.
Every year MMK sends employees to the
leading educational centres in Russia and
around the world (for example: Stockholm
School of Economics, Hult International Business
School, Moscow Institute of Steel and Alloys).
MMK employees are trained in various ways,
from higher education institutions to specialist
courses with leading manufacturers in Russia
and abroad.

In 2020 the Group’s spending on employee
training and development reached $8.22 million.
In addition to the cost of the training, these costs
also include accommodation at the place of
study, food costs (daily allowance), travel to the
place of study, payment to the training centre,
and payment of wages to the employee during
the training period. In 2020, the Group invested
an average of 24 person-hours per female
employee and 37 person-hours per male
employee. Additionally, an average of 60.8
person-hours per female MMK employee and
89.8 person-hours per male MMK employee
were invested in employee training over the year.
All Group employees who sustain work-related
injuries have the opportunity to retrain in a new
job at the Company. Employees are trained
irrespective of their age, gender, and race.
During the COVID-19 pandemic, we used
various information and telecommunication
technologies to shift training programmes online.
We built a digital learning platform with a
variety of remote learning courses, ensuring
employee training continuity. In 2020, online
courses accounted for over 90% of planned
employee training, in particular programmes
in management skills, technology and
occupational health and safety training.

MMK operates the High-Level management
school led by the CEO. The school focuses
on building management skills through MBA
programmes, projects and horizontal job
rotations. In 2020, the school’s programmes
were expanded with additional Digital Business
Transformation modules.
Talent pool
Unit heads build MMK’s talent pool to develop
and accumulate managerial and HR potential,
ensure a uniform governance culture, promote
career growth of unit employees, and the timely
filling of manager and specialist vacancies
in units.
The number of people in the Group’s
talent pool, 2018 – 2020

5,223

4,000

5,112

3,000

Hot meals for employees $1.35m

1,000

Cultural events for employees $0.34m
Housing, youth and education programmes $2.20m
2018

2019

2020

Structure of the management talent pool
Management
talent pool

employees ready to be
appointed to a relevant
position

employees qualified to
perform the duties of an
absent manager on a
temporary basis

5 The performance assessment does not cover the employees of functional structural divisions (Management of MMK).

Discounted camp programmes
for employees’ children $0.02m
Promoting a healthy lifestyle and sports $0.11m

2,000

Talent pool for
substitution:

Spending on employee social programmes in 2020

Health centres and resorts $4.29m
4,978

0

Talent pool for
appointment:

In 2020, the Company’s spending on employee
social programmes amounted to $17 million, with
the bulk of the funds allocated to healthcare and
prevention programmes, as well as resort and
health centre packages for employees. In 2020,
9,141 people, including 7,007 employees
and 2,134 family members, undertook health
improvement programmes at resorts and health
centres. The average social package cost per
Group employee was $331.50.

Employees’ interests are represented at MMK
by the Primary Trade Union Organisation. In
addition, organisations such as the Union of
Young Metallurgists (social assistance and
preparing young people for the working world),
MMK’s Veterans Council (social assistance
to retired former employees), and the I Am
a Woman foundation (social assistance to
women) interact with certain categories of
employees on social security matters.

Healthcare and prevention programmes $7.29m

6,000
5,000

Social policy
MMK is committed to creating social security
and comfortable working conditions for its
employees.

High-potential
talent pool:

employees with sufficient
potential for subsequent
inclusion in the talent pool for
substitution or appointment

Programmes to encourage childbirth,
support large families and mothers $1.50m

The Company runs a number of internal social
programmes for employees and their families:
– Life and health insurance, medical treatment
and healthcare services
– Health centres for employees and their
families
– Countryside health retreats for
employees’ children
– Healthy lifestyle programs
– Large cultural events
– Opportunities for better housing
– Support for large families, mothers and fathers
– Support for retirees and disabled people
– Provision of meals.
In addition to the above programmes, MMK
provides: disability payments, compensation
for emotional distress following a workplace
accident, and information required to arrange
for payment of state benefits from the
Social Insurance Fund in the event of an
employee’s disability.
All Group employees are covered by
voluntary health insurance (VHI). The Company
reimburses up to 85% of the cost of rehabilitation
and treatment at MMK’s resorts and health
centres to employees’ family members.
The Company also runs health improvement
programmes. In addition, MMK organises
sports and cultural events, with 218 sports
and 307 cultural events held in 2020.
The Union of Young Metallurgists has been
operating in the Company since 1993, its
primary purpose being the development
of Magnitogorsk’s young talent. The Union
focuses on professional growth, sports,
recreation, culture, social and community
activities, including annual events such as
MMK’s Best Young Professional Worker and
MMK’s Science and Technology Conference
for Young Professionals.
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Talent training and development
MMK invests heavily in employee development,
training, upskilling and professional retraining.
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Employee rights
MMK adheres to employment standards across
all aspects of employee management such
as bonuses, working hours, communication,
the right to participate in trade unions and
associations, training and development.

Human rights
Management approach
In its engagements with all stakeholders, MMK
is committed to strict respect for human rights,
equality, freedom of choice, free will, mutual
respect and responsibility. The Company
guarantees protection of labour rights to its
employees and respect for the rights of
stakeholders outlined in the Constitution of the
Russian Federation, the Russian Labour Code
and in the UN Universal Declaration of Human
Rights and the UN Guiding Principles on
Business and Human Rights approved by
the UN Human Rights Council in 2011.
MMK has in place various human rights
structures and committees that are independent
of each other:
– LLC MMK-PRAVO
– Association of Lawyers of Russia
– Primary Trade Union Organisation of the
Miners’ and Metallurgical Workers’ Union
of Russia
– Commission on Business Ethics

MMK supports and fully complies with the
following principles of human rights in line with
Russian law:
– Equality before the law, protection of human
dignity and reputation, the inviolability of
personal and family life
– Eradication of child and forced labour
– Freedom of thought, conscience and religion,
freedom of opinion and expression
– Freedom of peaceful assembly
and association
– Provision of safe working conditions,
decent pay and social guarantees
– Right to education and training
– Right to rest and leisure
– Right to an adequate standard of living and
zero negative impact for local communities
across the Company’s footprint
Our respect for human rights is set out in the
following internal MMK documents:
– The MMK Group’s Strategy 2025

– Commission on Employment Disputes

– MMK’s Code of Business Ethics

The above commissions review cases of human
rights violations, and their decisions are binding
on the Company. Permanent members of the
Commission on Business Ethics and Commission
on Employment Disputes are employees of the
Talent Management Department and the
Employee Department. In addition, the
Talent Management Department monitors
discrimination in employment and employee
training processes.

As of December 2019, the Company has in
place its Ethics Hotline, which serves as the
principal whistleblowing and feedback tool.
This tool is used for whistleblowing, including
anonymous reports, on breaches of ethics and
violations of human rights, and is available to all
stakeholders of MMK. The Hotline is managed
by the trade union and the Company’s Internal
Audit Department and security department.

– MMK’s Social Policy

MMK promotes diversity and equal
opportunities, both as an ethical employer
and to improve the Company’s performance.
MMK is committed to non-discrimination
and to ensuring equal opportunities for every
employee. We have zero tolerance for
discrimination based on race, gender, age,
religion, ethnic origin, social status or any other
characteristics unrelated to professional qualities
and individual performance. These commitments
are reflected in the Company’s Regulations on
recruitment, on training and on the talent pool
for management positions. All the above
Regulations of the Talent Management
Department state that recruitment needs to
be competitive based only on professional,
business and personal qualities of the applicant,
with zero tolerance for any discrimination.
Conflicts within the Company are resolved
by the Commission on Employment Disputes
involving the Primary Trade Union Organisation
of the Miners’ and Metallurgical Workers’
Union of Russia operating at the MMK Group.
The Commission includes representatives of
the employer and the trade union. In 2020,
no employment conflicts were reported at
the Company.

MMK works to enhance its human rights
enforcement practices, doing its utmost to
prevent human rights violations across its
operations. Since 2020, the Company has
been operating the Recruitment Bot to ensure
high-quality and transparent selection of
candidates and has been expanding the
geographic range of its recruitment. In 2020,
we launched a project to develop an online
platform providing equal opportunities for
Company employees to build skills. During the
year, the Company adopted electronic
employment records, which serve to provide
information on employees to the pension fund.
Electronic employment records are introduced
to ensure transparency of employee pension
plans. In order to ensure the protection of human
rights and to raise employee awareness, the
Company conducts regular training on
compliance with employment standards.
The right of employees to safe working
conditions is a top priority for MMK. The
Company does its utmost to create and maintain
an adequate and safe working environment
for its employees. Leaders at all levels of the
Company are responsible for managing safety
within the Company and the Company is
constantly working to raise employee
awareness about safe practices.
The collective bargaining agreement and
trade union organisation
MMK supports the rights of its employees to
freedom of assembly and association and
the right to enter into collective bargaining
agreements in line with Russian labour laws
and the Constitution of the Russian Federation.
The results of these practices include:

The trade union organisation primarily focuses
on social and legal aspects and includes
commissions that deal with key matters related
to employment, environmental protection,
occupational safety, sports and entertainment.
The trade union also provides legal assistance
to Company employees. Legal assistance can
be obtained through the My MMK mobile app
or on the trade union’s website. In 2020,
1,647 employees applied to the trade union
organisation for legal advice.

– An industry agreement signed by
the government, the trade union and
the Company.

Any employee can call the Hotline number
or write a letter (which can be dropped in
a special box at the gatehouse) to complain
about work-related bullying. Employees can
also apply to law enforcement authorities, which
are fully supported by the Company in this area.
At their meetings, the commissions review
violations of human rights, and their decisions
are binding on the employer. The Company
reimburses financial or similar losses caused by
an infringement of the employee’s rights.

In 2020, MMK signed a new collective
bargaining agreement spanning from 2021
to 2023. The agreement retained all existing
social programmes and provided for freedom
of assembly and a number of new social benefits
and non-financial incentives for employees.

Plans for 2021 and the medium-term
future
MMK is continuously improving its HR
management system. The Company and Group
entities are automating processes and launching
new initiatives and programmes to promote
employee development. Going forward, we
plan to continue developing and improving
employee motivation systems, taking into
account the rapidly changing environment and
new global challenges, as well as employee
training and development systems.
A number of social support initiatives targeting
employees and their families are also expected
to be implemented:
– Improving the system of protection of
labour rights

Local communities
MMK shows equal respect for all local
communities. The Company ensures access to
safe water and sanitation facilities in line with
the right of all local communities to water.

– Ensuring that employees’ social package
is increased by at least 5% annually

The Chelyabinsk Region is home to the
indigenous minority of Nagaybak (in
accordance with the Federal Register of
Indigenous Minorities of the Russian Federation).
The Company’s operations do not affect their
lifestyle or traditions.

– Increasing the Company’s spending on
social programmes, bringing the social
package across Group entities to at least
80% of that provided at the parent company.

– A collective bargaining agreement entered
into between MMK as an employer and
MMK employees represented by the
trade union

In line with Russian law, MMK does not use
child labour. The Company also has zero
tolerance for any form of forced labour.

In 2020, one case of non-compliance with
employment standards was reported at the
Group and five cases at MMK.

trade union organisation, regardless of
membership of the organisation, length of
service or age, except in the case of certain
types of financial assistance. As at the end of
2020, 93.2% of employees were members
of the trade union.

The Primary Trade Union Organisation of the
Miners’ and Metallurgical Workers’ Union
of Russia operating at the MMK Group is
responsible for engaging with employees
and representing their interests at MMK. The
Company recognises the Primary Trade Union
Organisation of the Miners’ and Metallurgical
Workers’ Union of Russia as the only
representative of its employees as it has been
authorised by a conference of MMK employees
to represent their interests. All employees
participate in the social programmes of the

6 For more information on the programme, see the 2019 Sustainability Report, p. 95.

– Reactivating all social programmes
suspended due to the pandemic, and
launching the Health Leaders programme6

ST R AT E G I C R E P O R T

MMK plans to make further commitments to
prevent human rights violations by joining the
UN Global Compact (UNGC) in 2021. Joining
this international corporate social responsibility
and sustainability initiative implies adhering
to the UNGC’s Ten Principles for responsible
business practices. Six of these Ten Principles
relate to human rights.
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As a responsible corporate citizen, MMK not only takes seriously its commitment
to the Chelyabinsk Region and the city of Magnitogorsk; we take pride in our
home city and the regions where we have operated for decades.

$29.7m
was allocated by the Group to
social investments and philanthropy

$7.4m

was invested in the development of
the We Stand Together programme

The MMK Group’s contribution towards SDGs
Promote sustained, inclusive and
sustainable economic growth, full
and productive employment and
decent work for all

Approach
As a major employer and taxpayer, MMK
recognises the importance of its contribution
to the development of its operating regions. The
Chelyabinsk Region and the city of Magnitogorsk
constitute the Company’s core operating region.
As part of its engagement with local
communities, MMK seeks to provide the city
and region’s residents with everything they
need for comfortable living. The Company
helps develop sports facilities and participation
and supports local healthcare and education.
MMK also invests in development of urban
infrastructure and organisation of public events
while actively promoting industrial tourism and
development of SMEs via its Industrial Park.

Key sustainability risks
– Social tension

Material topics
– Local community development
The MMK Group provides charitable support for
local communities, including through cooperative
efforts with the Metallurg charitable foundation
and other non-profit organisations. The Group’s
philanthropic efforts are primarily aimed at
developing young people, supporting mothers
and children, and helping vulnerable groups.

Targets

Contribution

8.3

– Creating 340 high-performance employment opportunities via the Industrial Park
in 2020
– Co-financing SME projects
– About 500 graduates employed by the Group as part of its work with secondary
and higher vocational education institutions

8.6

8.9

– Creating new opportunities for the local residents and young people through the
implementation of the Prityazhenie project. The park will include an educational
centre, an incubator for social projects, a sports and event cluster and a medical
centre, which will qualitatively improve living standards in the city and create new
jobs, particularly for young people. Magnitogorsk’s young people will get new
educational opportunities
– Creating new excursion routes as part of the development of industrial tourism to add
to the tourist appeal of Magnitogorsk and promote the profession of metallurgist

Social investments
The Chelyabinsk Region and the city of
Magnitogorsk together constitute the MMK
Group’s core operating region. The Group1
recognises its responsibility as the city’s major
employer in the development of Magnitogorsk
and strives to improve the city by developing
urban infrastructure, promoting various sports,
supporting healthcare, education and
other segments.
In planning its social programmes for the
region, MMK relies on requests received from
the administrations of Magnitogorsk and the
Chelyabinsk Region, as well as from the Deputy
Mayor for Social Affairs. Monthly meetings
are also held with the city administration.
MMK handles incoming enquiries on a
case-by-case basis.
MMK’s role as a major employer in the
city’s development is outlined in the Social
and Economic Development Strategy for
Magnitogorsk to 2035, and the Company is
guided by this Strategy when selecting short- and
long-term support programmes in various areas.
In 2020, the MMK Group’s total social
investments in local communities grew by
47.0% year-on-year to $29.7 million2. The rise
in expenses was driven by the ambitious
We Stand Together programme launched to
support local communities’ population amid
last year’s pandemic.
The MMK Group’s social investments
in local communities between 2018
and 2020, $m
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1 This section contains information with regard to
the Group in accordance with the perimeter of
companies as defined in the section “About the
Report” in the “Reporting boundaries” table, unless
otherwise stated.
2 Total social investments of the Group include
investments of MMK and 35 Group’s companies.

We Stand Together programme
In 2020, the Company’s efforts were focused on the fight against the COVID-19 pandemic. In
2020 we implemented an ambitious programme called We Stand Together. The programme
was initiated to support local communities and social facilities of Magnitogorsk during the
pandemic. In total, over $7.4 million was allocated to support all areas covered by the
We Stand Together programme.
As part of an initiative to support hospitals in their fight against COVID-19, 14 ventilators,
10 bedside monitors, 10 infusion systems, 10 perfusors, 75 oxygen concentrators and
3 mobile isolators to transport the infected were purchased and distributed to various
organisations in Magnitogorsk, including the Central Clinic Healthcare Unit (CCHU).
Insurance payments were made to the CCHU’s doctors who contracted the coronavirus
infection. Payments were also arranged by the Group for 471 doctors who were infected
with coronavirus. A total of $1.4 million has been spent on medical provision and support for
the city’s health system as part of the programme.
As well as medical care, we provided consistent support to the most vulnerable groups of
Magnitogorsk residents: we delivered food and personal protective equipment (PPE) kits to
the homes of single pensioners over 65 years and low-income families. We delivered a total
of 308,124 food parcels and 54,750 PPE kits throughout the entire period. Six hundred and
sixteen employees of the Company participated as volunteers in assembling the kits.
We also supported low-income families by purchasing 3,833 tablets and 3,506 laptops
for schoolchildren from such families and 563 laptops for young teachers (under 30).
When transitioning back to the classroom when remote learning came to an end,
educational organisations required significant support to comply with all the preventive
measures recommended by the Russian Federal Service for Surveillance on Consumer Rights
Protection and Human Wellbeing (Rospotrebnadzor). To ensure that the school year could
start on time, the Company purchased germicidal air purifiers and contactless thermometers
to Magnitogorsk’s educational institutions. A total of $6 million was spent on charitable and
social support under the programme.

ST R AT E G I C R E P O R T

Developing the operating regions
and local communities
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 Medical care (purchase of equipment,
social support for doctors) $5.6m
 Social facilities (sports, cultural facilities,
children’s camps) $5.9m
 Charity (support for public, non-profit
and charitable organisations) $18.2m

In 2020, the bulk of the investments (61%)
was channelled to charity programmes
($18.2 million).
Supporting medical care
Healthcare support is a key priority for the
Company in supporting its operating region.
The Company provides for the Central Clinic
Healthcare Unit on an annual basis. The CCHU
provides services both to MMK employees and
city/region residents under mandatory and
voluntary health insurance policies. The CCHU
won the First All-Russian Award ProDoctors
2020 in the category “Best Public Hospital”.
In 2020 the Company purchased equipment
to help maintain the children’s centres. In early
2021, assistance was also provided to
Maternity Hospital No.1, repairing the building
after it looked after COVID-19 patients in 2020.
Maintenance of social facilities
MMK contributes to the development of the
social sphere in the region where it operates
by supporting sports, cultural and children’s
leisure facilities.
MMK encourages its employees and local
residents to engage in various sports. Particular
attention is paid to supporting professional sports.
The Company backs various sports including
basketball, volleyball, ice hockey, judo, boxing,
and skiing. Mass sports are largely promoted
via the Metallurg-Magnitogorsk Sports Club
which has a track-and-field arena with a
climbing wall, a specialised table tennis room,
a shooting range and more.

The Company has also contributed to supporting
professional sports. The city’s ice hockey team,
Metallurg, has won the Gagarin Cup twice.
In recent years, MMK has invested substantial
effort in developing basketball and volleyball,
which resulted in considerable achievements
by local basketball and volleyball teams.

In 2021, the Metallurg foundation will implement
a new feedback system. We will use surveys to
collect information on the satisfaction of local
residents with the foundation’s performance.
We are planning to prepare a communication
strategy to update local communities on the
foundation’s news.

MMK is also directly involved in organising
and financially supporting over 50 annual
sporting events, often involving MMK
employees as volunteers.

MMK provides charitable assistance to
Magnitogorsk schools every year in the run-up
to the new school year by organising repairs
and purchasing equipment. In 2020, assistance
was provided to 54 schools.

In 2020, MMK focused on developing the
game of chess in Magnitogorsk, and MMK
supported this initiative. The chess development
programmes for 2021 provide for: engaging
famous grandmasters in online lessons for
children, organising the annual staging of the
Russian Cup among children in Magnitogorsk,
holding an Annual Siberian or Ural
Grandmaster competition.
In 2020, most cultural events were put on hold
due to restrictions caused by the coronavirus
pandemic. In the reporting period, MMK
contributed to the renovation of the A.S. Pushkin
Drama Theatre.
In 2020, annual summer trips to children’s camps
were cancelled due to the pandemic, but MMK
has nevertheless developed and implemented
an off-season family holiday programme. The
Company provided an opportunity for all
families of employees of the Group’s Russian
companies to go to the Uralskie Zori children’s
health and education centre, with the majority
of the cost of the trip reimbursed: 75% for adults
and 85% for children. The price included seven
days’ accommodation, three meals a day,
three creative workshop classes, rent of sports
equipment, scooters and rollerblades, and
recreational evening activities for children.
Philanthropy
MMK pays particular attention to promoting
its own charity programmes while supporting
non-profit and charitable organisations.
The Metallurg foundation helps MMK in
distributing MMK’s financial assistance for
charitable programmes to develop youth
activities and support children, low-income
families and elderly people across our operating
region. For example, with the help of the
foundation we organise the ‘21st Century – for
the Children of South Ural’ programme, which
provides assistance to socially vulnerable families
as well as to children and people with disabilities.
The Care programme, which covers 21,377
pensioners and over 40 focus areas including:
monthly financial assistance, health resort,
treatment, cultural events, etc.

Corporate volunteering
Corporate volunteering at MMK is a
tool for implementing charitable projects
and programmes primarily coordinated
by the Union of Young Metallurgists.
It engages closely with MMK’s
management, trade union committee,
the administration of Magnitogorsk and
other stakeholders enabling young talents
to demonstrate their leadership and
implement their initiatives.
As part of he MMK’scorporate
volunteering during the COVID-19
pandemic over 600 people participated
in assembling, loading and delivering
food parcels, PPE kits and other staple
products to local residents in need. Due
to the shortage of ambulances, Company
employees also took doctors to their
destinations in their cars.
Cooperation with local communities
Education and support for young people
MMK is actively engaged in educational
work with young people. Every year, students
of Nosov Magnitogorsk State Technical
University undergo introductory, on-site and
pre-graduation internships at MMK’s units.
Each year we hire a total of between five and
six hundred graduates and young people who
have completed their military service in Russia.
The Union of Young Metallurgists plays a
central role in onboarding young talents newly
employed by MMK, by creating an environment
for comprehensive development of young talents,
unlocking and applying their potential towards
professional growth as well as in the social,
cultural and sports life.
We contribute to the development of
educational programmes and initiatives for
schoolchildren. We are also an industrial
partner and general sponsor of the Quantorium
children’s technology park and develop joint
educational programmes, including those
incorporating new technologies (VR, 3D
modelling, 3D printing, etc.).

3 Expenditure on the We Stand Together programme is included in Medical care ($1.4 million) and Charity ($6 million) categories.

Supporting hockey
The Metallurg ice hockey club is an important
part of the history and culture for the city’s
residents and employees of MMK.
The Metallurg hockey team is one of the
strongest teams in Russia and Europe. The team
has won eight medals: Metallurg won the
championship three times (1999, 2001, 2007),
won silver twice (1998, 2004) and was a
bronze medalist at the championship of Russia
three times (2000, 2002, 2006). Metalurg Ice
Hockey Club has led the Kontinental Hockey
League for five seasons and its players are often
called on to play for the Russian national team.
The Metallurg Hockey Club has traditionally
worked closely with MMK, providing the
opportunity for the Company’s employees to
purchase subsidised season tickets and tickets.
Industrial tourism
Since 2018, MMK has had in place an industrial
tourism development programme. People can
visit the Company’s site in Magnitogorsk as part
of the tour. The programme works towards the
goals of the Strategy for Tourism Development
in the Russian Federation to 2020 and the
Social and Economic Development Strategy
for Magnitogorsk to 2035, remodelling the
approach to organising industrial site tours,
boosting Magnitogorsk’s appeal for tourists
and promoting the profession of metallurgist.
In 2020, MMK continued this work despite
the pandemic-induced constraints.
We currently offer six tour itineraries, including
two launched in 2020. Catering for children and
adults alike, the itineraries include visits to PJSC
MMK’s production site and museum. Along with
the production site tours, we also offer a virtual
itinerary that was developed in 2020. Overall,
in 2020, the Company managed to conduct
183 tours for 1,793 visitors.
In 2020, the Company participated in
international travel exhibitions and other events
such as:
– The Greater Urals international travel forum
– An online round table on Industrial Tourism:
An Opportunity or A Burden for Enterprises
organised by the Khanty-Mansi Autonomous
Area – Yugra
– A videoconference round table on
Unlocking the Region’s Travel Potential, etc.
MMK actively participates in the travel industry’s
contests. In 2020, MMK’s series of virtual history
tours, Victory Route, was ranked third at the Tour
of the Year All-Russian Travel Industry Award for
the Best Tourism Project for the 75th Anniversary
of the Victory in the Great Patriotic War.

The Victory Route
virtual guided tour
In 2020, for the 75th anniversary of the
victory in the Great Patriotic War as part
of WWII, we designed a new tour: the
Victory Route. A virtual version of this tour
was also created to be used during the
COVID-19 pandemic. The Victory Route
series of virtual history tours combines
four five-minute videos covering the
following sites:
– The Komsomolskaya Square
– The legendary thick-sheet Mill 4500
ordered by Tsar Nicholas II from the
German steelmakers, Krupp
– Russia’s unique steam engine still in
operation at MMK’s Mill 4500
– The Tank monument installed at
the Company
The virtual tour provides a close-up of the
machines that, on a standard traditional
tour, visitors can get no closer than five
metres from them. The Virtual Tours are
very popular, so we decided to continue
the project. In addition, virtual tours provide
access to the dangerous and hard-toreach workshops of the plant, which are
otherwise inaccessible for visitors.
City improvement
The Company strives to provide comfortable
living conditions for the city’s residents, most
of them being its employees and their family
members. MMK actively supports improvements
to the city’s infrastructure through renovating
buildings and roads, creating park areas,
and supporting greening and lighting projects.
MMK aligns its urban planning activities with
the needs of the administration of Magnitogorsk.
We engage with local communities and
authorities of Magnitogorsk in developing
our environmental programmes and targets.
The Company holds monthly meetings with
the city administration to draft a roadmap for
improving the local environmental situation.
We also solicit the opinions of local communities
via public hearings.

In 2020, we continued our Prityazhenie urban
development project in Magnitogorsk. This is
a unique project for the comprehensive
development of an area of the city, which will
comprise a park, an educational facility with
a museum, an educational centre, an incubator
for social projects, a sports and events cluster
and a healthcare centre.
Launched in 2019, the project will span a huge
area totalling over 400 hectares, with the park
covering more than 100 hectares. The plans
for the Prityazhenie project are included in
Magnitogorsk’s development strategy for 2035.
The project’s concept was developed taking into
account the needs of the city and the views of
its residents and authorities. The voices of local
people, activists and authorities are listened to
at every single stage of the project. The project
will fundamentally improve the standard of
living in the city, create new jobs and boost
tax revenues. It will also open up a host of new
opportunities for recreation, sports, education
and entertainment both for MMK employees
and for other residents of Magnitogorsk.

Prityazhenie: a
museum, educational
and business project
Prityazhenie – a museum, educational
and business project – will be a space
that comprises a museum on the history of
metallurgy, highlighting the role of metals in
human history; a science museum; a space
for changing exhibitions; educational
centres for children and adults; public
spaces; and a co-working space.
A consortium consisting of the Russian
engineering company Ascreen, the
German museum service Atelier
Brueckner and the interactive exhibition
developer Huettinger will design the
concept for the museum project.
The project team is confident that this
combination of international and Russian
expertise as well as the combined strengths
of each member of the consortium will
help create a world-class museum.
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infrastructure is matched by $0.11 – 0.14 raised
by its tenants, and this industry average ratio has
remained stable over the last five years.

To achieve this, in 2016, the Company set up an
industrial park in Magnitogorsk and launched a
dedicated subsidiary, LLC MMK-INDUSTRIAL
PARK (the “Park”), to operate it. The Park offers
all the tools necessary for the successful
launching of startups.

MMK Industrial Park space
commercialisation, m²

By building and developing the Park, MMK has
been able to make a significant contribution to
addressing a number of the most complex local
social and economic challenges:
– Diversification of Magnitogorsk’s economy
– Support for small and medium businesses
– New job creation and reducing the rate of
unemployment
The Park, which turns five in August 2021, has
been growing rapidly over the years since its
foundation and is today a leading production
site accredited at the federal level. The site
currently hosts 33 tenants4, representing ferrous
and non-ferrous metallurgy, machine building,
metalworking, chemicals, petrochemicals,
wood processing and other industries.
Since 2016, the Park has created over 900
highly productive jobs, 340 of them in 2020,
and continues to add new jobs every year by
attracting new tenants and driving the expansion
of existing tenants’ operations.
Investments in 2020 totalled about $4.1 million.
Every rouble invested by MMK into the Park’s

At the end of 2020, 121,347 m², or 40% of the
Park’s total area, was leased out, mostly under
indefinite contracts. In 2020, despite the
economic challenges caused by the pandemic,
only two tenants decided to leave the Park.
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The Park’s success as a project depends directly
on the performance of its anchor tenants5, who
ensure the Park’s stable development and drive
sustainable close relationships within
production chains.
MMK’s strategy to further develop the Park is
focused on creating new factors to enhance
the Park’s appeal to potential anchor tenants.
In 2020, the Russian business publication ‘Expert’
upgraded MMK Industrial Park’s rating from
A (attractive and efficient parks) to AA (parks
of highest investment appeal). The assessment
considered such factors as management and
services, location and others.

Benefits for tenants
MMK’s Industrial Park is strongly focused on
improving its value proposition for tenants by
leveraging its key competitive advantages,
including access to the South-Ural Railway,
eligibility for tax benefits, a wide range of
services available within the Park, ample supply
of energy and other resources (natural gas,
electricity, fire-fighting water and drinking
water), availability of co-financing opportunities,
and relentless focus on environmental safety
of operations.
Tenant satisfaction is set as a KPI for the Park’s
performance. Assessed twice a year, in the
second half of 2020 the satisfaction level
was 93%.
Access to railway
The Park is connected to the public South-Ural
Railway through its own 14 km railway link,
which helps tenants cut product transportation
costs and integrate into a wider value chain.
MMK is reconstructing the site’s railway tracks
though a CAPEX project, spending a total of
$138 thousand in 2020.
Tax benefits
The Park’s benefit system allows its tenants to use
tax benefits in each reporting period, not just at
the end of a calendar year. This is a major boost
for SMEs, which often experience pressure on
working capital. In addition, the Park’s benefits
enable lease rates that are half the city’s average.

Support for the Park’s
tenants during the
COVID-19 pandemic
During the difficult epidemiological
situation in 2020, MMK provided
comprehensive support to the Park’s
tenants, in particular, by facilitating
catering services for employees as well
as awarding new orders and supplying
raw materials. Investment projects
continued throughout the pandemic.
All tenants comply with lockdown
restrictions and preventive measures.
Pavements, pedestrian zones and roads
are regularly disinfected.
A dedicated hotline with regulatory
updates has been rolled out to provide
tenants with information support. Any
tenant can contact the Park’s office to
request further information and advice
from a relevant regional ministry or
municipal authority.

Services available at the Park
The Park provides extensive support to its
tenants. Its agreements with the regional
Industrial Development Fund, a number of
banks, insurers, utilities, and cleaning and
waste management companies open up
additional opportunities for tenants and
facilitate business operations.
Another competitive advantage offered by the
Park is the availability of a vast supply of energy
and other resources: natural gas, electricity,
fire-fighting and drinking water; for this reason,
the Park is now focused on targeting tenants
with energy-intensive operations.
Environmental safety of operations is a key
responsibility of the Park’s administration.
Our full-time environmental engineer conducts
quarterly audits of tenants and makes follow-up
recommendations. In addition, every two years,
the Park is audited by the Federal Supervisory
Natural Resources Management Service.
Co-financing opportunities
MMK runs a competitive project-co-financing
programme for the Park’s tenants and has plans
to expand its service offering further. For potential
tenants, including anchor tenants, this is one of
the Park’s most attractive features. Under the
programme, the Park will co-finance up to
30% of the project cost, but no more than
$200 thousand per project and no more than
$2.8 million annually for all projects.
The Park’s 2020 performance
The Park takes an inclusive approach, promoting
cooperative links between tenants in all ways.
In 2020, six new tenants came to the Park:
– Soldi-Plus (metal storage services)
– Ural-Service-Group (construction and
installation services)
– Diagnostika (chemistry laboratory)

4 Tenant is a legal entity or an individual entrepreneur that signed a lease agreement and/or a purchase agreement for the industrial park’s industrial facilities or parts of them
and/or a land plot within the industrial park for industrial production purposes with the industrial park’s management company or other entities specified in Paragraph 3.z of
the Rules for Confirming that an Industrial Park and the Industrial Park’s Management Company Meets the Eligibility Requirements for Industrial Parks and Industrial Parks’
Management Companies to Apply for Incentives for Industrial Companies as approved by Decree of the Russian Government No. 794 On Industrial Parks and Management
Companies of Industrial Parks, dated 4 August 2015.
5 Anchor tenant is a medium or large business that occupies an area of at least 10 thousand m², runs production within the industrial park and consumes a significant amount of
energy resources. Industrial parks rely on anchor tenants to drive their successful and stable growth.

– StroyTekhMontazh (metal structures)
The total sales volumes by the Park’s tenants
doubled year-on-year in 2020. In 2020, the
Park’s tenants invested 5% more year-on-year
in production growth.
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The Park’s occupancy rate increased by 6 p.p.
year-on-year in 2020.
The Park’s occupancy rate
at year‑end 2020
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Average headcount of the Park’s tenants was up
60% year-on-year in 2020.
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In 2020, the Park’s tenants paid a total of
$2.6 million in state taxes, up 4% year-on-year.

Plans for 2021 and for the
medium-term future
MMK plans to continue the development of
industrial tourism, improving and developing tours
and to participate in competitions and exhibitions.
In 2021, we will continue our Prityazhenie
project by launching the second phase of the
construction of the road and car park and
starting detailed design of the project’s facilities
and the park’s area as well as capital
construction.
MMK will continue paying insurance benefits
as part of its programme to support the doctors
of the Central Clinic Healthcare Unit who have
been infected with COVID-19.
The Company will also launch programmes to
develop chess as a sport.
MMK will continue its existing standard
programmes to support sports and cultural events.
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MMK is designing a strategy to develop the
Industrial Park, which seeks to:
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– Lease out at least 47% of space by the end
of 2021
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– Upgrade the Park’s infrastructure in 2021
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– Cancel the transport tax for the Park’s tenants
and management company starting from
Q2 2021
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– MZDT (manufacturing of pipeline parts)
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– Sinosteel (office space)
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– Grow total sales by 47% year-on-year,
maintain production investments at the 2020
levels and increase the total payments of
state taxes by 30% year-on-year in 2021
– In the medium term, implement social
responsibility projects and make longterm investments to set up the Park for
sustainable growth.
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Supporting small and medium business
in Magnitogorsk
Support for SMEs is an important strategic priority
for MMK, designed to make Magnitogorsk
less reliant on its backbone enterprise. The
Company focuses on improving the social and
economic elements in its host city and creating
a favourable and innovative environment for
SMEs in line with best business practices.
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MMK is committed to probity and transparency throughout its business and
we have in place a range of measures that enable us to track and monitor
our progress in this regard.

166
calls were received on the Security
Directorate Hotline

$4.1m

invested in R&D and digitalisation

8.16 points

average customer satisfaction score
(out of a possible 10)

Approach
MMK’s robust governance system is critical to
building trusting relationships with shareholders,
investors, employees and customers. MMK
adheres strictly to business conduct and
anti-corruption principles. We regularly check
compliance with key business ethics principles
and raise employee awareness.
Despite all the headwinds faced by the market
during the year, MMK continues to work to
strengthen its market position and improve
customer satisfaction, underpinned by its robust
quality management system and strong R&D
capabilities. We actively adopt various digital
solutions and implement innovative projects
across all Industry 4.0 activities of the Company.

The MMK Group’s contribution towards SDGs Targets

Key sustainability risks
– Corporate fraud
– Cyber risk

Material topics
– Corporate governance
– Anti-corruption and ethics
– Supply chain
– Economic performance

Contribution

Promote sustained, inclusive and
sustainable economic growth, full
and productive employment and
decent work for all

8.2

– Using high-quality technology to enhance operations
– Manufacturing 5.14 million tonnes of specialist, niche products

8.4

– Continued implementation of the Material Flows initiative to optimise flows and
ensure the traceability of material resources in the value chain

Build resilient infrastructure,
promote inclusive and sustainable
industrialisation and foster innovation

9.2

– Continuation of the development of the programme for mastering the production and
promotion of high-strength and wear-resistant steels, including MAGSTRONG, 0H9

9.5

– Implementing the Digitalisation Strategy 2025
– In 2020, MMK’s investment in digitalisation, R&D and innovation totalled
approximately $4.1 million
– We have designed and successfully put in place an employee suggestion scheme
– Digitalising customer engagement channels such as Mobile Sales Assistant,
Corporate Marketplace, etc.

ST R AT E G I C R E P O R T

Responsible practices
Economic value
The creation of value for our stakeholders is at the heart of our strategy and total shareholder return
(TSR) is a key performance indicator for the business.
MMK’s stable economic and operating
performance ensures the development of the
regions where it has a presence. MMK fully
meets its obligations to stakeholders and creates
additional stakeholder value. For more details
on our performance, see the Operating review
and Financial review sections of the Report.
Balancing corporate and shareholder interests,
MMK builds a strong investment case and
drives stable economic growth. The Company
takes a responsible approach to declared
dividend payout in line with its new Dividend
policy, which covers all the shareholder rights
stipulated by applicable Russian laws and the
Company’s internal documents.
In the main region where it has a presence,
the Company is a backbone enterprise and, as
such, it determines the socio-economic situation
and well-being of many residents. MMK’s and
Group companies’ operations impact the
region’s economy by providing employment,
purchasing goods and services from local
suppliers, and implementing social projects.
All Group entities regularly pay taxes to the
local budget.
The financial assistance received by the
Company from the government in 2020
included $6,000 of tax benefits under the
special investment contract (SPIC). Subsidies
under the respective agreement decreased by
$228,000 ($1.28 million in 2019).
Tax policy
MMK is a responsible and compliant taxpayer.
The majority of the Group’s taxes are paid to
local budgets of the Russian regions where the
Group’s core operations are located. MMK is
committed to transparent communication with
all respective local tax authorities.
MMK’s accounting policy considers its
socio-economic impact in the regions where
it has a presence and is updated to reflect
changes in tax legislation and in the Company’s
operations, if any.
Tax payments are optimised to improve business
efficiency. MMK does not use aggressive tax
planning schemes to shift profits to low-tax
jurisdictions in order to minimise taxes.

Direct economic value generated and distributed, $m
2018

2019

2020

1. Direct economic value generated

8,235

7,591

6,420

Revenue1

8,214

7,566

6,395

17

24

23

4

1

2

Income from financial investments1
Income from sales of tangible assets
2. Economic value distributed

-7,699

-7,543

-6,332

Operating expenses

-6,381

-6,292

-5,453

-770

-776

-718

including payroll and insurance premiums

1

Payments to capital suppliers

-848

-935

-649

including dividend payout1

-833

-907

-623

-15

-28

-26

-449

-288

-200

including income tax1

-390

-255

-167

including other taxes

including finance costs

1

Taxes

-59

-33

-33

Investment in local communities

-21

-28

-30

3. Economic value retained

536

48

88

1

1 Based on IFRS consolidated financial statements of MMK and Group companies.

MMK complies with regional regulations and
disclosure requirements. As required by the
Russian Tax Code, the Company prepares and
submits to tax authorities an annual country-bycountry report on:

The Company also has in place the Standard
for Basic Principles of Compliance with Transfer
Pricing Requirements and requirements for
substantiating the Group’s applicable prices,
including with foreign companies.

– Income (revenue) from transactions during
the reporting period

MMK monitors all changes in Russian and
international tax legislation and analyses
possible tax risks to minimise them.

– Profit (loss) before taxation during the
reporting period
– Corporate income tax paid in the
reporting period.
The Company has developed and adopted
the Standard for Interaction Between MMK
and the MMK Group Companies on Countryby-Country Reporting in Line with Russian Tax
Legislation on Deoffshorisation. The standard
is aligned with Federal Law No. 376-FZ that
requires disclosure of tax information on profit
of controlled foreign companies and income of
foreign organisations and controls the business
of Russian legal entities outside Russia.
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MMK is a responsible corporate citizen and works hard to ensure that its business is, and is seen to be,
scrupulous in all its dealings. This principle applies at every level of the Company.
Ethics and anti-corruption management
MMK strives to build open and fair relations
with its stakeholders, paying particular attention
to setting up an effective anti-corruption system
and promoting business ethics. To achieve its
strategic goals and deliver on its obligations to
stakeholders, MMK relies on the principles of
integrity, transparency and compliance with
Russian laws.
To mitigate the risks of Company employees
becoming involved in corrupt activities and
unfair business practices, MMK has approved
key documents setting out its values, principles,
standards and conduct: The MMK Group’s
Code of Ethics (the “Code of Ethics”) and
Anti-Corruption Policy. The provisions of the
Code of Ethics and Anti-Corruption Policy
are available to all stakeholders on MMK’s
corporate website in two languages.

Relevant units reporting to MMK’s Chief Legal
Officer are responsible for ensuring compliance
with Russian and international laws. Legal support
and compliance with applicable laws are the
responsibility of the Company’s dedicated
subsidiary, MMK-PRAVO.
MMK’s Security Service assesses the risks of
conflicts of interest, checks individuals appointed
to key positions, and handles reports coming via
the Hotline. In addition, suppliers of inventories
and services to Group companies are regularly
checked for corruption risks and integrity.
MMK’s contractual documents contain a
standard anti-corruption clause approved by the
Russian Union of Industrialists and Entrepreneurs.
The Company also has the Economic Security
Function, which safeguards the stability of
financial and business operations and addresses
threats related to fraud and corruption.

In 2020, based on the existing Code of Ethics,
MMK developed a new Code of Ethics
approved by the Board of Directors, which
established the Group’s core values and
ethical principles of employees’ relations with
stakeholders. The updated Code applies across
the Group and aims to enhance the reputation
of all Group companies.

Risk management
MMK takes into account the possibility and
consequences of fraudulent activities. The key
risk factors include:

The Anti-Corruption Policy contains the key
principles describing the role of management
in combating corruption, risk assessment and
other procedures, communication and training.
It also defines its scope of application and
employees’ responsibilities.

– Failure by Company employees to comply
with their job descriptions

In the reporting period, amendments to local
regulations on anti-corruption were developed,
and the documents regulating the verification
of fraudulent activities committed by MMK
employees and contractors were amended.
The Code of Ethics, its updating and compliance
oversight are the responsibility of the Internal
Audit Department. In 2006, the Company set
up the Ethics Commission to deal with a wide
range of matters relating to ethics and business
conduct violations. The Commission comprises
representatives of the Security Directorate, Chief
Legal Officer, HR Directorate, Trade Union
Committee, and Internal Audit Department.

– Decisions that may result in financial losses
due to a lack of appropriate procedures and
controls for business processes in regulations

– Inadequacy of high-level information security
requirements to handle emerging threats.
The Company has in place and is constantly
improving a system of internal controls, designed,
inter alia, to mitigate the risk of corruption and
fraudulent activity. Risk assessment takes into
account all business processes across all
countries and regions in which the Company
operates. In 2020, we carried out analysis
of corruption risks.
MMK regularly conducts various internal and
external control procedures and audits in key
areas of the Company’s business to quickly
detect illegal and fraudulent activities and ensure
compliance with all principles of ethical business
conduct. For example, Company conducts audits
to check the establishment and performance of
contractual obligations, organises rotation of
employees in positions exposed to high
corruption risk.

MMK checks employee compliance with the
Code of Ethics on an annual basis. Various
disciplinary actions (warning, reprimand,
dismissal on relevant grounds) are imposed
in case of violations. Documents arising from
disputes over the classification of actions of
MMK employees are considered by the Ethics
Commission. Any individuals violating the
applicable anti-corruption laws may be subject
to disciplinary, administrative, civil or criminal
liability at the initiative of the Company, law
enforcement agencies or other persons as per
the procedure and on the grounds stipulated
by law.
The Company does not cover any expenses
for the benefit of public officials and does not
acquire other benefits at its own expense to
secure commercial advantages for specific
projects implemented by MMK, or fast-track
decisions by government authorities. The
Company does not finance charitable, social
or sponsorship projects, or political parties,
organisations or movements with a direct or
indirect aim to influence decision-making
affecting MMK’s activities or to obtain
commercial advantages. In addition, MMK’s
internal documents formally prohibit payments
to fast-track official procedures.
During the year, no confirmed instances of
corruption were recorded. In 2020, no fines or
penalties were imposed on MMK for violating
anti-corruption legislation, and no Company
employee was disciplined or dismissed for
violating the provisions of anti-corruption
legislation or MMK’s Anti-Corruption Policy.
During the reporting period, the aggregate
amount of the Group’s monetary fines for
non-compliance with legislation in the
socio-economic and environmental spheres
amounted to $34,800. In 2020, the Group
noted five cases of application of non-financial
sanctions, and 35 cases of violations had to be
resolved using dispute resolution mechanisms.
Internal audit is focused on high-risk areas,
including both inherent and residual risks. In
2020, 15 audits were conducted at MMK and
over 20 at Group entities. Recommendations
made by the Internal Audit Department were
aimed at improving business processes and
controls and boosting their effectiveness.
During the audits, signs of potentially fraudulent
activities were identified at Group entities,
which were subsequently investigated by the
Security Directorate.

Raising employee awareness
We strongly believe that raising awareness and
promoting an ethical culture through active and
comprehensive communication with employees
and stakeholders are key to preventing unethical
business practices and corruption. MMK
regularly tells employees, business partners and
other stakeholders about the business ethics
principles adopted by the Company, it publishes
policies and procedures on its website, and
investigates and communicates the causes
of incidents.
To promote responsible behaviour, the heads
of MMK’s units familiarise employees with
the Code of Ethics and have them sign an
acknowledgment form. MMK employees are
tested on their knowledge of the Anti-Corruption
Policy using a specially designed test.
The HR Department strictly ensures that new
hires are familiarised with the policies and
procedures as part of their induction briefing.
In line with the Code of Ethics, the initial
familiarisation of employees with the Code of
Ethics is carried out by unit heads upon hiring,
and employees sign an acknowledgment form.
In 2020, 54 Group employees completed
business ethics training. In addition, during the
year, the Group held four awareness-raising
training events on business ethics and one
training event on anti-corruption.
Hotline
To build an open and constructive dialogue
with all stakeholders and employees, the
Company has established and maintains a
Security Directorate Hotline as prescribed by
the Anti-Corruption Policy. The Hotline enables
all MMK employees and anyone else to voice
their concerns regarding the lawfulness of other
employees’ actions or suspicions of potential
corrupt practices, or report improper working
conditions or violations of health and safety
requirements, human rights, or labour legislation.
MMK guarantees that no sanctions will be
applied to employees who reported or
suspected incidents of corruption. The same
applies to persons at risk of involvement, but who
refused to participate in corruption activities.
Via the Hotline, management can receive
suggestions for improving anti-corruption
procedures and controls, as well as queries from
stakeholders. Messages received at the
dedicated Hotline phone number and e-mail
are handled by Security Directorate employees.
However, whistleblowers may be notified of the
status of their reports if they disclose their contact
details. A total of 166 registered reports were
received via the Hotline in 2020, including
43 reports of malpractice by MMK employees.

Follow-up measures were taken on 10 reports
to prevent violations of the Company’s
local regulations.
A dedicated ethics hotline was launched in
2019. Each report is processed and investigated,
with a particular focus on reports containing
specific details of illegal actions. The Hotline
safeguards whistleblower confidentiality while
ensuring that investigations are impartial and
independent. In 2020, no business ethics
violations were reported via the Hotline.
Information security and cyber risks
MMK understands the importance of
information security, which includes the
comprehensive protection of the Company’s
information. Basic requirements are defined in
the Integrated Security Standard of MMK and
Group companies. There are also commissions
on technical protection of information and
automated process control systems (APCS)
of the Group, on categorising and ensuring
the security of MMK’s critical information
infrastructure, and on the protection of personal
data at the Company. In order to improve
compliance with security requirements, the
divisions shall appoint those responsible for
information security, including those responsible
for responding to its violations.
In 2020, in order to protect the Company’s
information, 29 control measures were taken
to identify and eliminate vulnerabilities of the
Group’s key information resources and APCS,
and 90 proposals were prepared to increase
the level of security of critical information systems
and introduce new technologies. In addition,
16 structural divisions of MMK and Group
companies have carried out checks of the trade
secret regime. During the reporting period 352
instances of violations of information security
requirements were identified at MMK (459
instances at Group companies). As a result
of the violations, 240 employees of MMK
and Group companies were subject to
disciplinary proceedings.

Given the Company’s development and
significant achievements in innovation, MMK is
exposed to cyber risks. The Company protects
its key information assets, identifies cyber threats
and responds to them effectively. MMK develops
and implements a set of measures to protect
information and provide the necessary
licensed software.
To mitigate cyber risks, the Company regularly
reviews the information security of systems and
resources, deploys network information security
solutions and anti-virus protection, and manages
software security updates. MMK’s units have
in place information security officers and the
Company is also developing an action plan
to raise employee awareness and improve the
reliability of its IT infrastructure.
Plans for 2021 and for the medium term
As part of its efforts to combat corruption and
fraudulent activities and promote ethical business
practices, the Company has developed a
programme to embed the new Code of Ethics
into MMK’s culture and improve employee
awareness of business ethics standards. The
Company also plans to produce and place
promotional and information materials at
targeted touch points, including MMK’s website
and internal media.
In addition, the Company intends to update
its Anti-Corruption Policy and improve its
anti-corruption framework in particular, and
develop an Anti-Corruption Programme that
assumes, inter alia, compliance with the
Anti-Corruption Charter of the Russian Union
of Industrialists and Entrepreneurs.
With respect to information security, In 2021
the Company plans to continue implementing
measures on the protection of critical information
infrastructure and raise awareness of employees.

ST R AT E G I C R E P O R T

Business ethics, anti-corruption and feedback mechanisms

In 2020, according to its Anti-Corruption
Ranking of Russian Businesses, the Russian Union
of Industrialists and Entrepreneurs placed MMK
among top performers on anti-corruption efforts.
The Company was assigned a class A rating
and ranked among Russia’s top 23 companies
in terms of anti-corruption compliance.
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MMK’s culture of opportunity provides an ideal environment for innovation. We are transforming our
business, to take full advantage of increasing digitalisation, machine-learning and robotic-technology,
to drive cutting edge transformation of all aspects of our operations.
Innovation at MMK is designed to increase
efficiency and improve our performance as
a responsible, sustainable business. Our culture
encourages innovation and we have embarked
on a ground-breaking programme of
digitalisation, utilising advanced technologies
such as big data and the Industrial Internet of
Things. Such innovation will enable us to develop
new and better ways of working, and is
underpinned by intelligent financial and
investment policies that will help make our
ambitions reality.
Digitalisation strategy
and Industry 4.0
In 2020, MMK’s total investment in
digitalisation, research and development
(R&D) and innovation totalled approximately
$4.1 million. The Company’s production
functions and core business account for the
bulk of this amount.
Investment in Industry 4.0/Innovation
Management includes the actual amounts
spent on projects financed exclusively under
the contracted R&D programme.
MMK demonstrates its commitment to Industry
4.0 by actively pursuing innovation related to
energy efficiency, machine learning, machine
vision, big data (the Big Data initiative), Industrial
Internet of Things (IIoT) platforms, additive
manufacturing, mathematical modelling, and
process automation and digitisation, including
robotic process automation.
All units of MMK are involved in innovation
and R&D. The Company’s assets operating in
this area include centres of excellence, PJSC
MMK’s R&D Centre and MMK-Informservice.
Digitalisation across the board is one of
the Company’s key focus areas in innovation.
As part of its digital transformation, MMK
is pursuing projects related to product
lifecycle management, process intelligence,

Industrial Internet of Things, industrial
safety, recruitment and electronic
document management.
One of the Company’s crucial strategic initiatives
includes further implementation of the Industry
4.0 concept, which seeks to apply economically
viable Big Data, VR/AR, 3D printing, robotic
process automation (RPA) and manufacturing
technologies in practical ways. Industry 4.0
programmes are implemented across the
Company as part of its Digitalisation Strategy
2025 in line with the approved schedule, with
38 projects launched in 2020. The project
management office of LLC MMK-Informservice
took over the responsibility for digitalisation in
early 2021.
Production processes are managed on
a day-to-day basis through full-featured
manufacturing execution systems (MES)
deployed across all MMK operations to
provide the workforce with information and
tools to analyse production, process, financial
and economic inter-relationships. MES was also
used to implement large-scale projects such as
the creation of a corporate production control
and management system, a corporate process
data warehouse, a process and quality
management system and a corporate financial,
business and production planning system.
Innovation
In 2020, MMK achieved excellent progress
on innovation and digitalisation across the
Company’s operations:
RPA Centre of Excellence
We implemented a project to set up a robotic
process automation (RPA) centre of excellence
and adopt the technology across MMK and
its subsidiaries. This technology uses software
robots to minimise routine work. The Company
currently operates more than 75 robots across
its key functions.

Investment in R&D and digitalisation in 2020, $’000 ¹
2019

2020

Metallurgical production

903.0

931.8

Rolling and end-to-end processes

980.4

1,363.3

High-tech operations and projects and federal targeted programmes
Energy
HSE
Industry 4.0/Innovation management
Pre-Front End Engineering Design (FEED) research projects
1 Information on investment in R&D and digitalisation for 2019 was updated.

1,806.9

787.3

109.5

126.9

15.3

21.7

835.3

851.1

53.7

55.2

Project Sniper
MMK has accumulated extensive statistical
data on the steelmaking process at the oxygenconverter workshop and a considerable amount
of experience in managing the process using its
corporate process data warehouse. The data
was used to build a model that, depending on
the required chemical composition and the initial
process conditions, optimises the consumption of
ferroalloys and additives. Project Sniper is based
on a combination of a physicochemical model
of steelmaking and machine learning methods.

MMK’s digital
transformation
projects to 2025
MMK’s Digitalisation Strategy 2025 was
adopted in December 2019 to support
sustainable value creation through
advanced technology, including big
data, IIoT and end-to-end digitalisation.
The digitalisation strategy includes
98 initiatives that served as the basis
for a digitalisation roadmap. The
digitalisation project portfolio also
comprises 12 technology and three
organisational platforms necessary
for the effective implementation of
the Digitalisation Strategy.
The strategy provides for the use of
19 digital technologies to achieve
MMK’s goals. MMK’s Digitalisation
Strategy 2025 and digitalisation
roadmap cover 18 functions across
MMK, although production units and
the core business of the Company
account for the bulk of investment in
digital technologies.

Material Flows
strategic initiative
MMK is implementing a strategic initiative,
Material Flows, to streamline and track its
material resources throughout the value
chain. MMK’s oxygen converter and
rolling mills are undertaking a digital
management project, which includes
online digital monitoring, management
and metering of resource flows as well
as identifying not only semi-finished
products and metal products, but also
recording all resources and waste.

BIM is an approach to the management of the lifecycles of buildings that incorporates design, construction, equipment, operation and
maintenance and eventually demolition. It involves, at the design stage, the collection and comprehensive processing of all information about a
building, including all inter-linkages and dependencies, bringing together a building and everything related to it and viewing it as a single object.
In January 2021, Magnitogorsk GIPROMEZ was named Russia’s leader in BIM (Building Information Modelling), for its innovation-driven joint
projects with MMK.
Blast Furnaces #2 and #9
We developed a BIM model for this project
which eliminated design clashes before
construction and assembly began. We also
implemented systems for the automated
export of construction cost estimates and
construction management.

Central Power Plant
We worked with equipment manufacturers
to develop the BIM model for the Central
Power Plant and we are modelling the
options for its reconstruction.

Long Product Mill 170
For this project we developed a BIM model
and a digital twin. This BIM-based digital twin
allows us to test different operation modes to
identify optimal operating parameters.

Savings

Savings

Annual savings

$3m

$1m

$1m
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Building Information Modelling

Fostering the culture of innovation and opportunity
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We have developed a comprehensive modelling and
optimisation system for equipment repair programmes at key
MMK locations. We have simplified the procedure for planning
repair programmes and digitalised the process for budgeting
and analysing the potential efficiency of repairs. This means that
the repair programme is no longer driven purely by technical
necessity. We now also take into account:
– Optimal sequence of shutdowns for repairs in a calendar year
– Prioritisation of resource allocation towards repairs of equipment
with a high impact on the entire power plant’s efficiency
– Constraint-based optimisation of the resource allocation
procedure (repair staff, money, time).

Annual savings

$0.5m
Exoskeletons

Quadcopter drones

In the last three years, we have carried out our own development at
our R&D centre, which employs about 30 scientists and engineers.
The R&D centre uses the latest technology, such as VR/AR and
machine vision and, most recently, we have developed Russia’s
first industrial exoskeletons.

In 2020, as part of its digitalisation programme, MMK began using
quadcopter drones to manage the information flow relating to the
delivery and unloading of scrap metal at its workshops. MMK
currently operates eight of these devices. The drones are easy to
operate and are equipped with various intelligent systems.

Shaped like a human, the industrial exoskeleton is comfortable to
wear and it not only reduces the strain on the worker’s back when
lifting loads, but also improves the technique. The design includes
a highly durable flexible base, a distributed elastomer system and a
back brace designed to correct posture and improve occupational
safety. It uses a unique, patented elastomer system designed
specifically to improve efficiency when tilting and lifting loads and
it draws on the properties of elastomers and springs to accumulate
and release energy. The exoskeleton prevents a compression effect
on the user’s spine, reducing its load by up to 80%. As part of the
project, we developed an exoskeleton for women lifting and
carrying weights, the only such model in Russia.

Previously, the process was documented manually, including the
taking of photographs and videos of the material being unloaded.
The task of the drones, which are a type of helicopter with four
rotors, is to hover over the unloading vehicle and record its contents.
All information is uploaded to the operator-controller’s automatic
workplace to determine whether the scrap corresponds to the
supplier’s promised delivery. If there is waste or any non-receivable
material present in the delivery, information about this material,
verified by photo or on video, will be recorded and sent to the
supplier. This has led to much more rigorous control of waste and
sub-standard material which, in turn, has resulted in significant
cost savings.

MMK’s exoskeletons are all based on our own, patented
technologies and have been fully tested for safety and efficacy.

Using drones to manage this aspect of delivery has also led to
much safer operations at the facility, as the drone’s controller is
located outside the dangerous unloading zone.

Savings

$1.4m

The Mobile Maintenance and Repair app,
based on Oracle Enterprise Asset Management
(EAM), provides visibility into the workflow of the
service and maintenance teams. The application
can assign tasks, mark their execution and
record detected defects and equipment status
parameters. Radio frequency identification
(RFID) tags are used to monitor operations
within the equipment location, while photographs
help manage the performance and improve
workplace discipline.
An Automated information system for
integrated modelling and optimisation
of repair programmes
A repair management project was implemented
at the workshops of the Office of the Chief
Power Engineer as part of the development
of PJSC MMK’s energy management platform
(recognised as the world’s best by UNIDO in
2017 and 2019). Three power plants (Central
Power Plant, CHPP and the blast furnace gas
power plant) piloted a system for integrated
modelling and optimisation of equipment repair
programmes based on IBM’s business solutions.
As part of developing and implementing the
system, a joint project team audited the business
processes for maintenance and repair
management at the Office of the Chief Power
Engineer and power plants and developed a
flexible platform on which to enter and store
data and build and optimise power plant repair
programmes. The solution will assess and identify
the most effective measures within the equipment
repair programme and budget the necessary
funding for their implementation. This approach
significantly improves power plant performance
while driving cumulative economic effects; this in
turn will have a positive impact on the operation
of the Office of the Chief Power Engineer’s units
and boost the Company’s overall margins.
The Smart Warehouse project
MMK is implementing the Smart Warehouse
project, which involves a whole range of digital
technologies such as geolocation of equipment
(cranes, carts, railcars, etc.), RFID, machine vision
and artificial intelligence to identify and track
products, assess and certify product quality,
improve process discipline and streamline
logistics costs.

0H9 cryogenic steel
MMK has long been designing
innovative steel grades, in particular the
0H9 grade. Grade 0H9 cryogenic steel
is an innovative grade for flat products
with high impact strength at temperatures
as low as –196°C. Grade 0H9 steel
can be used in cryogenic engineering
projects and in the construction of
liquefied gas transportation, use and
storage facilities, tankers and tanks,
static equipment, elements of cryogenic
equipment, elements of heat exchangers,
and gas separation plants.
Mathematical modelling
Mathematical modelling projects are a separate
group of projects, many of which have already
been successfully completed with tremendous
impact. Mathematical modelling is used in
optimising the supply of raw materials and
blast furnace processes, precision scheduling of
finished product shipments and emission control.
HR management and HSE projects
MMK is leading the way with various digital
sustainability solutions. For more details on our
social and environmental innovation, see the
relevant sections of the Report.
Customer focus
The Company implemented the following
customer engagement projects as part of
digitalisation:
Mobile Sales Assistant
The Mobile Sales Assistant app helps speed
up the transaction process by streamlining the
negotiation process, providing the customer with
clear and quick online answers to questions about
production options, delivery times and pricing.
iClient
The iClient mobile app serves to create a shared
information interface between the customer and
the Company where customers are kept fully
up-to-date on the status of their orders. Buyers
use the mobile app to get full real-time online
information about their orders.
In addition, projects are underway to enable
customers to place orders without directly
contacting the sales department:
Electronic data interchange (EDI)
e-commerce project
The EDI e-commerce project targets large,
complex customers from the automotive, pipe
and machine building industries. The solution
supports the fully automated placement of
orders between the customer’s and the
Company’s information systems.

Corporate Marketplace
The Corporate Marketplace project provides
for online order placement, including for the
Company’s metalware business. The project
will boost the effectiveness of online sales while
making the shopping journey easier and more
attractive for customers. The solution unlocks
new opportunities to engage customers, expand
the customer base and attract new buyers.
The EDI and Corporate Marketplace solutions
are scheduled to be launched in early 2021.
Rationalisation
As innovation becomes increasingly important
for today’s industry, MMK is responding by
developing innovation and invention practices
across the Group. The Company is actively
engaged in innovation to unlock the creative
potential of its employees and improve existing
technical solutions, upgrade and adapt
equipment to a specific production and
operating environment. MMK has developed
and operates a robust framework for submitting
and implementing proposals, which are
constantly growing in number and quality, with
their implementation-time ever decreasing.
Each year we hold various contests to motivate
employees to work on innovation within the
Company, including:
– MMK’s Best Young Innovator and Inventor
(with awards presented to the Top 15
innovators aged 30 or younger)
– Best Innovation Proposal at MMK in various
categories, including Resource Savings
– Occupational Health, Safety and
Environment; and Energy Saving (with a new
category added for innovation on reducing
consumption rates in production processes).
MMK is also actively involved in external
competitions and exhibitions.
Plans for 2021 and for the medium term
In the future, innovation at MMK will primarily
focus on boosting performance through cutting
costs and creating new value for our customers.
Our key focus areas include the deployment of
building information modelling (BIM) technology
and the creation of digital twin processes.
Predictive analytics to build scenarios for
equipment failures and simulate their behaviour in
different modes of operation is another important
tool for digitalising maintenance and repair,
which is planned to be implemented in 2021.

ST R AT E G I C R E P O R T

Innovative approach
to equipment repair

Maintenance and repair management system
Digital maintenance and repair initiatives optimise
the planning and execution of repairs, eliminating
unnecessary impacts and low-impact work by
improving monitoring, diagnostics and forecasting
tools. For key business process participants,
the system serves as a tool to automate repair
programmes, reduce maintenance and repair
costs, improve equipment safety and availability
and boost performance.
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At MMK we take pride in being a producer and supplier of high quality goods. We listen closely to
what our customers tell us and do all we can to take good care of them and fulfil their requirements.
Quality management system
MMK has continued to work hard to strengthen its market position and improve customer satisfaction and supplies a significant share of products to key
industries, despite lower metal consumption in Russia in 2020.
MMK’s key objective in product quality is to develop and produce high-quality, competitive metal products that meet the demands and expectations of
Russian and foreign customers and ensure the Company’s stable financial position. MMK’s approach to product quality management is defined by its
Quality Policy and enables better management decisions, ensures quality control throughout the production and service delivery processes, and drives
improvements to business processes. The Company continuously strives to link product quality to the requirements of its business partners and customers.

The system includes a Technician’s Personal
Account, where employees and their
supervisors can view the following individual
performance data:
– KPI targets
– Incidence of non-compliance with process
procedures with regard to process
parameters deviating beyond the range
determined by process documents
– Percentage of compliant products less
rejections due to employee’s fault

Product quality controls and certified standard compliance check

– Confirmation of employees’ familiarisation
with the requirements of process documents

Integrated internal audits of management systems

2020 product quality assurance highlights
also include:
Quality management
system (QMS)

Environmental management
system (EMS)

Occupational health and safety
management system (OHSMS)

– Replacement of a sink roll at a galvanising
unit in Rolling Workshop #11

ISO 9001:2015
IATF 16949:2016,

ISO 14001:2015

ISO 45001:2018

STO GAZPROM 9001–2018

MMK’s certificates of conformity to the standards
are valid for 2020 and 2021. They cover such
areas of MMK’s activity and types of products
as design, development and production of metal
charge, coke products, slabs, hot-rolled sheets,
pig iron, carbon/low-carbon steel and other
metal products.
MMK is committed to improving its quality
management system and actively uses it to
ensure the consistently high quality of its
products and boost customer satisfaction.
During the reporting period, the Company
made a number of changes to its Quality
Management System to improve it and enhance
product quality control performance, updating,
in particular, the following documents:
– Quality Management System Guidelines
– Quality Management System Quality Plans
– Quality Management System. Procedure
for Performing a Failure Mode and Effects
Analysis (FMEA)
– The MMK Group’s Standard for Corrective
and Preventive Measures

– Reconstruction of Hot-Rolling Mill 2500
and reversing Cold-Rolling Mill in Rolling
Workshop #4 and 5, respectively

Quality assurance in production
The Company issues quality certificates prior to
shipping finished products and keep records of
quality parameters using a composite quality
indicator (estimated at 2.43% in 2020). The
Company currently holds 57 valid certificates of
conformity for its products and they are regularly
verified through periodic inspections by
certification bodies.
The Company also has a service in place to
eliminate the risk of fraud by unscrupulous
consumers. Sales of MMK’s metal products
are supported by accompanying documents,
including a quality certificate. The certificate’s
authenticity can also be verified via a QR code
and by entering a certificate’s details on
MMK’s website.
To improve product quality and process
performance across all stages of production,
MMK’s Product Control Department and
technical services perform product audits three
times a week, recording the results in a checklist
designed specifically for this purpose. The audits
check the conformity of metal products to
certification standards and product order

requirements while also taking into account the
availability of up-to-date regulatory documents
covering products, acceptance, packaging
and labelling.
In 2020, the Company introduced multi-level
comprehensive audits of production areas at
MMK’s steelmaking and rolling mills. Product
quality audits check the following:
– Conformity of shipped metal products
and inventories to regulatory documents
– Conformity of process parameters that are
critical to the quality of finished products,
dimensions, properties and weight
– Metrology support, suitability of measurement
and control instruments used in shop-floor
quality assessment and acceptance
– Auxiliary equipment and tooling
– Employees’ qualifications and equipment
operability
– Quality of finished products
– Conformity of labelling and packaging
to operational procedures, regulatory
documents and order requirements.

– Upgrade of the automated quality assurance
system for long products (the Svetofor
solution) in a long products workshop
– Automation of compliance monitoring of
technical staff, covering significant process
parameters that affect the quality of finished
products at steelmaking and rolling
workshops, referencing specific employees
– Development and deployment of a new
software tool, Rolling Shop #10 Mobile
Controller, to enable pre-shipment
certification of finished rolled products
using mobile tablets.
Customer relations
MMK offers a wide range of metal products
while continuously expanding its offering to
meet constantly evolving customer demands.
Our strong relations with customers, vast
experience in the Russian market and
advantageous location near large major
industrial hubs drive the Company’s growth
and boost its profile as a strategic supplier for
its customers.
To promote MMK products and strengthen
our position in the end-consumer segment, the
Company established Torgovy dom MMK, a
trading house with a strong team of professionals,
well-developed warehouse infrastructure, wide
product mix, and vast stocks. In 2020, Torgovy
dom MMK and several of its units won
prestigious awards in a series of competitions
held the Russian Union of Metal and Steel
Suppliers to promote best innovations and
practices in distribution of metal products,
warehousing and metal services in the Russian
metal market.

MMK’s existing real-time production scheduling
system enables more accurate planning and
timely shipments of metal products, and plays
an important part in implementing the On-Time
Delivery logistics concept. This implies full
coordination within MMK, making it possible
to produce and deliver metal products to
customers within agreed lead times.
To deepen its consumer engagement, MMK
initiated its own marketplace project – an
e-commerce platform – which will enable direct
purchasing of metal and metalware products
online. This project is part of the Company’s
wider strategy to digitalise its business processes
and expand its customer service offering, and
will boost the demand for MMK products,
improve sales performance and increase
customer satisfaction. MMK customers will be
able to benefit from the new, advanced and
convenient service by placing purchase and
delivery orders for our products online as early
as in the first months of 2021.
MMK is strongly focused on improving customer
satisfaction with both product quality and service
levels. The Company maintains ongoing customer
engagement, responding as quickly as possible
to queries and striving to meet expectations in
terms of quality, service and delivery lead time.
According to annual customer surveys,
satisfaction levels remain consistently high over
the years. MMK’s technical support reviews
customer requests for new types of products.

MAGSTRONG
MMK has continued to make progress
in implementing its programme for the
production and promotion of
MAGSTRONG-branded high-strength
and wear-resistant steels, as well as
products made of them. We take special
pride in MAGSTRONG, which is equal
in quality to its foreign counterparts and
has received numerous awards for its
superior properties and performance.
The flagship grade is the high-strength
wear-resistant MAGSTRONG H500.
Launched in 2018, it has become either a
full replacement for imported counterparts
for many major Russian companies or a
more technologically advanced option
compared to conventional steel grades.
In the reporting period, the Company
completed the transition to online customer
questionnaires, comprising seven questions
on the following subjects:
– Product quality
– Supply discipline
– Order placement
– Order support
– Servicing
– Comparison with competitors
– Overall satisfaction score

In 2020, the Company received 78 completed
questionnaires from consumers. The average
customer satisfaction score for the reporting
period was 8.16 out of a possible score of 10,
with the average 8.07 for Product Quality, which
means we have met our target satisfaction level.
To improve sales performance, we collect
feedback from customers using a range of
channels, including an online feedback form on
our website, e-mail, and various events such as
conferences, exhibitions and open days. MMK
also leverages customer interaction tools, such
as MMK. Counterparty and a mobile app,
and holds Skype and Zoom video conferences.
In addition, MMK has in place a system for
electronic data sharing with customers and is
focused on building an advanced customer
relations management (CRM) system.
MMK’s technical support team leverages a
procedure for handling product quality-related
complaints and requests corrective actions and
compensation as necessary when addressing
incidents related to customers complaining
about quality.
In 2020, MMK implemented the Unified
Information System for the Management of
Corrective Measures Based on Inspection
Results, including the 8D method. The system
enables not only fast responses by shop-floor
staff to trending product quality issues but
also performance assessments of developed
corrective and remedial actions. It can also
track individual contributions of working team
members to the development and approval
of remedial actions. Weekly remote meetings
are held with shop-floor employees, the
Product Control Department, R&D Centre,
Sales Department and LLC MMK-Informservice
to monitor recurrence of defects which caused
consumer complaints, and to perform selective
performance assessments of remedial and
corrective actions developed under the
8D method.
Plans for 2021 and for the medium term
The Company’s 2021 focus areas in product
quality include the following:
– Continuing use of the 8D method which
monitors the performance of developed
remedial and corrective actions
– Linking the 8D method and the information
system for monitoring and improving
compliance with process procedures to map
customer complaints against process
parameter non-conformances
– Implementation of new FMEA requirements
and transition to electronic FMEA protocols
– A new unified electronic archive containing
documents of production units

ST R AT E G I C R E P O R T

Quality management and customer relations

In 2020, the Company also deployed an
information system to monitor and improve
compliance with process procedures at
steelmaking and rolling workshops, and boost
the accountability of technical staff for following
process procedures.
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Excellence in procurement and supply chain management
Making steel involves multiple processes and raw materials and a complex supply chain.
Over time we have built strong and enduring relationships that enable us to manage our
production in the most effiective way.
MMK is committed to long-term partnerships
with suppliers, ensuring maximum transparency
in procurement and openness in supplier
selection procedures.

2019. At the centre of this approach to
procurement is the delegation of authority to
category managers, such that they can sign
agreements and contracts within the framework
of issued powers of attorney. The competition’s
committee commended the achievements of
the MMK procurement service, and the
development of the potential of its employees.

Our procurement process is managed by the
Commercial Directorate. This function consists
of the following departments: category-based
procurement, operational procurement,
production preparation, warehousing, an
external acceptance unit, a logistics department
and budgeting and reporting units.
We use a category-based approach to
purchasing production materials such as iron
ore, coal concentrate, ferroalloys, scrap, base
metals, fuel and energy while also procuring
equipment, spare parts, materials and tools.
To support its processes, MMK also purchases
furniture, stationery and food.
A number of regulatory documents govern the
Commercial Directorate’s procurement process;
the key documents are listed below:
– Procedure for keeping the unified stock item
catalogue for procurement at MMK
– Inventory Procurement Planning
– Agreements/Contracts and procedures for
signing and follow-up
– Sourcing procedure
– Guidelines for reviewing technical and
commercial proposals from suppliers
– Instructions on the procedure for developing
and managing category strategies
– Other
The Company has established regulations for
its procurement processes and set out a detailed
description of how it rates its suppliers. These
define the main processes and requirements
for supply chain management procedures.
The documents regulating procurement activities
and the process of interaction with suppliers are
available for review on the Company’s website.
Suppliers must pass due diligence and comply
with ethical, environmental and social
responsibility standards.
MMK uses a scoring approach to assess the
reliability of suppliers against criteria set in its
internal regulations. Before entering into a
contract, we look at whether the supplier has:
– A complete set of corporate and
legal documents
– A relevant track record
– Production capabilities and equipment
– Any outstanding receivables
– Adequate and qualified staff, and so on.

In addition, we pay attention to the environmental
and social performance of suppliers during
procurement procedures. Evaluating sustainable
development criteria of suppliers allows us to
understand the activities of suppliers, reduce
risks and build loyalty.
For some procurement, we may set additional
qualification and assessment criteria. When
choosing a supplier, we consider cost evaluation
criteria (weight of criteria 80%) and non-cost
criteria (weight: 20%). Non-cost criteria
include, quality, functional and environmental
characteristics of the subject of purchase,
product compliance with legal and other
mandatory requirements. The resulting insights
serve to inform our final choice of supplier.
MMK regularly assesses its suppliers for
compliance with key quality-management
requirements. We have a corporate standard
that sets the requirements for suppliers and the
maturity of their processes, including qualitymanagement systems. All suppliers of purchased
items that have a direct impact on the quality of
MMK’s metal products must have a certified
quality management system that meets the
ISO 9001 standard. For other procurement,
all other things being equal, we prefer certified
suppliers. In 2020, the Company carried out
activities to verify the certification of suppliers.
Supplier selection involves a risk assessment to
ensure product compliance and uninterrupted
delivery to match our needs. We also perform
on-site assessments of potential suppliers
to make sure that they have the required
capabilities, qualified personnel, necessary
materials including raw materials, equipment
and process flow charts.
MMK was among the winners in the all-Russian
“Leader of competitive procurement” category.
The Company was also nominated in the
“Development of team potential” category. The
topic of the report submitted to the competition
by MMK was the development of category
management in the procurement service in

MMK is a regular participant and winner of the
“Competitive Procurement Leader” prize. Among
MMK’s prizes are awards in the categories of
“Economic Efficiency of Procurement Operations”,
“Development and Optimisation of Procurement
Activities”, “Leader of Innovation in Trade and
Purchasing” and “Economic Efficiency of
Procurement Operations”.
In 2020, the Company dealt with 1,963
suppliers, of which 1,793 were suppliers from
Russia, and 170 were from foreign countries.
The share of purchases from Russian suppliers
was 72%, of which 30% were suppliers
registered in the Chelyabinsk region.
The Company’s socially-orientated initiatives
make it possible for people in the visually
impaired and hearing-impaired communities to
be included in the list of commercial suppliers of
the Company, ensuring equality of opportunity
for people affected by these impairments.
The Company continues cooperation with
OOO MAG SVET, an enterprise founded by
the All-Russian Society for the Blind that has
been in operation since 1948 and which
employs people with disabilities. It supplies
packaging equipment for MMK.
To improve the quality and reliability of supplies
to MMK of material, technical and energy
resources (MTR), as well as to improve the
system of material and technical support, we
are holding Open Days for suppliers. These
contribute to ensuring openness and public
awareness of the procurement process of
materials and equipment, exchange of
information on satisfaction with the interaction
of both parties, and support the maintenance
and expansion of supply markets.
In order to meet consumers’ requirements and
maintain MMK’s reputation as a manufacturer
of high-quality products, we focus particularly
on the development of suppliers to ensure stable
supplies and prevent inconsistencies and losses.
The Company’s requirements for suppliers are
set out in the Supplier Development Guide.
In addition, the List of Critical MTR helps to
determine whether the resources delivered by
suppliers are critical, as well as the need for the
supplier to implement a Quality Management
System (QMS) that meets the requirements of
various standards.

%

Category

88.79

Basic materials
Process materials

5.13

Spare parts and interchangeable equipment

6.09

Total for MMK’s Commercial Directorate
The Commercial Directorate’s key procurement
highlights in 2020:
– Improved analytics of graphic progress
reports
– Completed the plan to implement categorybased strategies
– Developed category management initiatives
– Increased the number of digitalisation
projects
– Launched the commercial operation of an
Oracle SSP Cloud module to work with
catalogues and online stores
– Increased the number of documents signed
within the electronic document management
system to 38% for contracts and to 70% for
specifications, compared with 10% and 62%
respectively in 2019.
In 2020, we continued implementing categorybased strategies, with over 20 strategies
developed during the year.
The economic benefit from implementing
category-based strategies in procurement in
2020 totalled $6 million, or almost one third
above the target.
One of the strategic objectives of the
Commercial Directorate from now until 2025
is to increase the economic benefit from the
application of category-based strategies by
at least 10% per year compared to the target
benefit for the year.
In implementing category-based strategies in
2020, the Commercial Directorate focused on
using the advantages of online stores, applying
technical initiatives using equipment with a
lower cost of ownership and on expanding
the competitive environment by sourcing
new suppliers.
The economic benefit from the use of a
category-based approach from 2021 to 2025
is expected to exceed $30 million.
Improvements to procurement processes
in 2020
We have been continuously improving our
procurement through process automation and
robotic process automation (RPA) to support the
needs of our units. In 2020, we continued the
implementation of an electronic document
management system.

100.00
An example of the successful signing of electronic
documents includes our engagement with a
major supplier of raw materials where the
average signing time was reduced from seven
to two days. More than 100 universal transfer
documents (UTDs) are signed each month in the
electronic document management system. A UTD
includes a package of documents such as a VAT
invoice, a delivery note and a quality certificate.
In 2020, the Commercial Directorate
achieved its KPI for fulfilling orders from
internal customers by:
– Reducing the transaction-related work
through the introduction of online stores
and catalogues
– Increasing the number of long-term
supply sources
– Developing electronic document
management
– Reinforcing follow-up of fulfilment of orders
by the Commercial Directorate
– Reviewing thresholds and targets in the
employee motivation system
– Visualisation of progress reports through
interactive dashboards.
The Commercial Directorate implemented the
following automation and digitalisation projects
in 2020:
– A robot for collecting and systematising
internal quotations from various sources was
put into commercial operation
– We piloted the Oracle Fusion Self Service
Procurement Cloud Service, a cutting-edge
centralised procurement management
solution
– We implemented interactive analytical
dashboards (order lifecycle indicators
(76 reports); maintenance and repairs;
days to delivery)
– We developed five video tutorials for users
of the Corporate Information System on how
to use infomaps and stock item catalogues
– We piloted a model to assess prices for iron
ore concentrate.

Plans for 2021 and for the medium term
The Commercial Directorate’s plans for 2021
include a project to implement a Supplier
Relationship Management (SRM) system.
The traditional approach to procurement
management is based on ensuring effective
procurement, which implies that the purchaser
works with a specific category at the request of
an internal customer. This traditional approach
focuses on generating economic benefits
primarily through reducing the cost of the item
being procured. The standard tools within the
traditional approach to achieving economic
benefits include the ability to select a supplier
that has a competitive advantage. In a traditional
approach to procurement management, the
procurement manager achieves economic
benefit through multiple requests for quotations
and commercial proposals from suppliers,
auctions, tenders, electronic bidding and
competitive negotiations with the supplier.
The Supplier Relationship Management
(SRM) system relies on building a competitive
advantage for the customer through the
procurement manager’s engagement with a
specific (key) supplier. The focus of the SRM is
to innovate, develop two-way communication
– driven by close and friendly relationships –
between the customer and the supplier, speed
up the building of contractual relationships
and increase the transparency of relationships
between the customer and the supplier.
The UiPath Process Mining project is scheduled
to start in 2021. The purpose of this project is
to adapt and implement the Process Mining
technology across MMK as a tool to streamline
the lifecycle of procurement orders.
We are committed to maintaining an integrated
and holistic approach to sustainable economic
growth and improving our financial and
operational performance from year to year
while maintaining an unswerving focus on the
continuous improvement of business processes.
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Economic performance of the Commercial Directorate in 2020
In 2020, the percentage by category of materials and equipment procured by the Commercial
Directorate for production operations:
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Risk management

Financial and economic activities are inevitably subject to various risks.
MMK’s risk-oriented thinking helps us achieve our goals by working to
prevent adverse effects and to make the most of emerging opportunities.
“Effective risk management has long been a key priority for MMK
and underpins the successful achievement of its strategic goals.
Risk identification, assessment and controls reduce the likelihood
of negative outcomes, improve the use of resources and drive
sustainable growth.”
Kirill Levin, Audit Committee Chair

MMK Group risk governance framework
Board of
Directors
(decisions on risk
management)

MMK was one of Russia’s first steelmakers to implement a risk
management system compliant with international standards and best
practice in risk management. Independent audits have repeatedly
validated its effectiveness, and we have rigorously implemented the
auditors’ recommendations for further improvement.
Risk management system
The MMK Group’s risk management system has been integrated into
the corporate strategy, purpose and vision, with roles in risk management
assigned to every unit and governing body. We use a common language
to ensure consistent understanding of all aspects of risk management.
Risks are reported to the Group’s Board of Directors, which is fully involved
in related activities; responsibility for risk governance is assigned to
appropriately qualified managers. We disclose – honestly and objectively
– information about risks that have materialised. The Group’s governing
bodies are kept up to date on risk management matters. The Group is
committed to continuous improvement of its employees’ risk management
knowledge and skills. We continually review and improve our approaches
to risk governance and risk management, with due consideration of
changes in internal and external environments.
The roles, duties and responsibilities of those who are accountable for risk
management are governed by corporate regulations complying with
ISO 31000, Code of Corporate Governance and COSO ERM 2017.
The Board of Directors monitors the operation of the system, reviews risk
management performance and makes recommendations for improvement
as necessary.

Risk management culture
MMK has established a risk management unit at MMK within
the Company to enable the risk management system to operate
effectively. The risk management unit is responsible for the following
tasks: designing and developing the risk methodology, preparing
consolidated risk reports, organising training for MMK employees
and the MMK Group entities, and providing advice, methodological
support and coordination for risk management by the
Company’s units.

Approval of Risk
Management Policy

Board of
Directors
Audit
Committee

CEO

Approach
The MMK Group has integrated risk management into all its business
processes: risk identification, analysis and management are carried out at
all levels and are embedded in the managerial, investment and operational
decision-making processes. The Group’s risk-based approach helps us
achieve our goals by aiming to prevent damaging consequences.

ST R AT E G I C R E P O R T

Managing our risks

Internal audit
department

Risk management review

Review of the risk map
for the MMK Group

Ensuring effective operation
of the system. Approval of
regulatory documents
governing business
processes

Approval of the risk map
for the MMK Group

Review of the risk
management system
Preparation of a
consolidated risk report
for the MMK Group

Risk identification and
analysis based on audit
results

In 2020, to further develop the risk culture, the MMK Group focused
on employees’ awareness of risk management. In particular:
– we prepared guidelines to train unit heads and their deputies
in charge of business process risks in procedures for risk
identification and assessment, as well as for the development
and follow-up of risk-mitigation measures

Risk owners

– we developed a Group-wide standard to establish common
rules and approaches, interfaces between the Group entities
and a control procedure to monitor risk management.

Risk identification
and analysis

Preparation of risk registers
that are business-processspecific
Risk
Management
Group
(methodological
support and
system
coordination)

Preparation of the risk map
for the MMK Group

Review of the MMK
Group’s consolidated risk
report; preparation of
recommendations on the
system performance
assessment

Development of risk
management activities

Implementation of risk
management activities

All necessary
information
on the
system’s
performance
Risk monitoring
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Risk management

The MMK Group has zero risk appetite for the following events:
– Workplace accidents
– Fatalities
– Industrial accidents
– Equipment downtime due to violations of environmental laws resulting
in an injunction on the use of equipment

Risk management plan and strategy
Our risk management strategy aims to drive the sustainable
development of the MMK Group through risk-based decision making.
It is implemented through:
– Identification and assessment of risks in day-to-day operations
– Identification and assessment of risks in projects and initiatives
– Development of risk-mitigation measures

ST R AT E G I C R E P O R T

Risk tolerance
The MMK Group’s risk appetite statement is set out in a formalised and
periodically reviewed document designed to make sure that day-to-day
operational decisions at all levels of management are made within
established limits and to provide reasonable assurance that business
objectives will be achieved.

Risk impact
Level of impact
Quantitative assessment (RUB million)

Low

Medium

High

Very high

10 – 100

100 – 1,000

1,000 – 10,000

> 10,000

Minor accident

Lost-time accident

Fatal accident

Multiple-fatality
accident

Expression of
discontent among
employees

Open discontent

Strike

Mass disturbance

10 – 19.99

20 – 49.99

50 – 89.99

90 – 100

– Risk monitoring
– Communicating to management about potential risks and those
that have materialised.

Accident

Social tensions

– Loss of confidential information and/or production shutdowns due
to cyberattacks
– Social tension (strikes, mass disturbances)
– Corruption.

Likelihood of risk realisation (%)
Risk management process

At the business process level, risks are monitored by business
process owners.
The MMK Group’s consolidated risk report includes:
– The MMK Group’s risk map reviewed by the Audit
Committee of MMK’s Board of Directors and approved
by order of the CEO
– Risk monitoring for the MMK Group’s risks reviewed by
the Audit Committee of MMK’s Board of Directors.
The Board of Directors reviews the risk management system
performance report prepared by the internal audit department
on an annual basis.

Risk management strategy
Based on risk assessment, the Group selects its response to risk:
–
–
–
–

Risk acceptance
Risk mitigation
Risk transfer to a third party
Risk avoidance

The outcomes of risk management activities are used to reassess
the risk and evaluate the effectiveness of these activities.

Defective products

3

Decrease in the price spread

Very High

2

Very High

Industrial accidents and other incidents

8

1
3

6

Occupational health and safety risk

6

Environmental risk

7

Social tension

8

Climate risk

9

Cyber risk

10 Corporate fraud
11  Sanctions for violation of laws on the
use of mineral resources

High

5

High

4  Non-fulfillment of obligations by buyers
and customers
9
11

5

2

Medium

– Information about risk realisation during the reporting period
– Causes of risk realisation
– Completed risk mitigation activities.

Business-process-specific risk dashboards and the MMK Group’s
risk map are used to record and track each risk throughout the
risk management process.

1

Medium

Risk monitoring covers:

Quantitative assessment is used to supplement qualitative
assessment and to compare the risk magnitude to the cost of
its mitigation. If the risk materialises, the quantitative assessment
shows the damage from the influence of the risk to the
Company’s EBITDA. We use approved methods to assess
specific significant risks to the Group.

The MMK Group’s risk map

7

10

Low

Monitoring and reporting
The Group runs a biannual risk realisation monitoring procedure
for the key risks shown on the MMK Group’s risk map.

Risk assessment
We evaluate all identified risks for their potential quantitative
and qualitative impacts on business and for their likelihood of
occurrence. We also rank them by significance.

Low

Risk identification and documentation
Within the MMK Group’s risk management framework, risks are
identified based on business process objectives. Identified risks
are shown in risk registers that are business-process-specific,
with the most significant risks consolidated within the MMK
Group’s risk map.

Impact level
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4

Low

Medium

High

Likelihood of risk realisation

Very High
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Risk management
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Principal risks
As is the case for every business, MMK faces a range of potential risks and it is
the responsibility of the management of the Company to manage and mitigate
those risks in a responsible way that aligns with its strategy.
Our strategy

Change in risk level

To be the best supplier

2020
2019

To be a leader in operational excellence

Production risks
Risk mitigation by the MMK Group

Industrial accidents and other incidents	
Metallurgical production depends on the
continuous operation of critical equipment;
breakdowns, downtime, and damage to
production facilities may occur periodically
due to unforeseen events, including fires.
Low

High

Operational control is an integral part of the industrial safety management system and
comprises a set of measures aimed at ensuring the safe operation of production facilities,
as well as preventing accidents at those facilities. MMK carries out the following risk
mitigation measures:
– Monitoring the compliance of raw materials, supplies and equipment delivered to
warehouses with stated requirements and quality specifications
– Improving the unified system for training and assessing employees’ knowledge
– Regular assessments to check employees’ knowledge of technical instructions
– Training and certification of all newly hired employees
– Staff upskilling
– Unscheduled inspections of buildings and structures, identifying instances of noncompliance with regulations, drawing up a plan for repair work
– Scheduled repairs, maintenance, upgrades and modernisation of fixed assets on
a timely basis
– Conducting technical audits of suppliers

An important component of operations is the
management of risks associated with the output
of defective products. Possible output of defective
products could undermine trust in the Company
as a reliable supplier of high-quality products.
High

Risk mitigation by the MMK Group

The MMK Group’s performance largely depends on
changes in demand and in the prices for rolled steel
and steel products, as well as prices for raw materials
determined depending on the specific nature and profile of
each segment of the commodities market. A price spread
is the estimated difference between the average selling
price for rolled steel and the cost of the raw materials
basket per tonne of steel. The Group seeks to maintain
the price band at a level close to its historical average.
Low

We constantly work to improve product quality, implement a customer-centric approach and
strive to satisfy the current and future needs of our customers. Applicable procedures and
internal audits are designed to improve the quality management system and enable the
Company to guarantee consistently high-quality products to its customers. The performance
of MMK’s quality management system is confirmed by certificates of compliance with the
requirements of ISO 9001, IATF 16949 and STO Gazprom 9001.
Risk mitigation measures in place at MMK include:
– Installing technology compliance controls at production facilities
– Continuous improvement of employee skills
– Comprehensive inspections of technology compliance and multi-level audits across
business units
– Internal and external audits of the quality management system
– Preparing and reviewing specifications for raw materials and requirements for suppliers
– Monitoring the quality of incoming raw materials, fuel, refractory materials, semi-finished
products and other supplies
– Testing new materials
– Technical audits of suppliers
– Scheduled preventive and corrective maintenance of production equipment
– Investigating industrial incidents and accidents

High

We take necessary and reasonable steps to reduce this risk:
– Reallocation of product flows between markets and individual market segments
– Signing long-term contracts for the supply of raw materials with fixed terms and
pricing formulas
– Diversification of raw material suppliers
– Monitoring opportunities for expanding our own raw material base
– Customer base diversification
– Building long-term relationships with customers
– Reduction of production costs
– Expansion of the product mix, including through the production of niche and
premium products

Financial risks
Risk description

Risk mitigation by the MMK Group

Non-fulfillment of obligations by buyers and customers
Reduced customer solvency and non-fulfilment of
payment obligations could damage the Company’s
financial performance.
Low

Defective products

Low

Risk description

Decrease in the price spread between the average price of rolled metal and the cost of the basic raw material basket

To be a responsible, sustainable business (ESG)

Risk description

Market risks

High

To minimise the risk, we check customers’ credit scores when we ship goods under
deferred payment terms, we set credit limits, require various types of collateral, and
use factoring payments.
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Risk management
Risk description

Economic security risks
Risk mitigation by the MMK Group

Occupational health and safety risk
Occupational health and industrial safety are high on
the MMK Group’s agenda due to the large number of
hazardous production facilities and complex production
equipment and processes.
Low

High

Risk mitigation by the MMK Group

Cyber risk
In 2020 we successfully achieved certification to international standard
ISO 45001:2018. We developed and approved a new Occupational Health
and Safety (OHS) Policy, which has zero injuries as its main goal.
The Group entities are guided by MMK’s Policy.
The goals set by the Policy are achieved by continuously improving and raising
safe working standards.
The goals aimed at reducing occupational injuries, accidents and disease are
defined. Every year, we invest in occupational health technologies, including
improvement of working conditions for our people. In 2020 we introduced a
range of tools such as:
– Virtual reality (VR) simulator to train employees on workplace safety rules
– CCTV cameras to monitor compliance with workplace safety rules; installation
of additional protective equipment.
We pay close attention to occupational health and industrial safety, creating a
healthy and safe working environment and providing personnel with the necessary
personal protective equipment. A special assessment of working conditions, medical
examinations and training for personnel on occupational health and industrial safety
are conducted every year. At the Company’s production facilities, state-of-the-art
tools are rolled out to monitor and analyse OHS conditions in the workplace. Under
the guidance of the trade union committee, we use a system of public oversight
across the Company’s production units, managed by health and safety officers.

Given the current advances in new technology,
MMK Group is exposed to cyber risks.
Cyber risk is any risk of financial loss, fault or damage
to the Group’s reputation caused by malfunction of its IT
systems. Cyber risks can materialise in a number of ways:
– cyber-attack against the Company’s intranet/critical
information infrastructure
– cyber-attack against production processes
– use of access rights to harm the MMK Group interests
– poor management decisions taken with regard to
information security
– The MMK Group’s failure to fulfil its information
security obligations.
We need to protect our key information assets and
identify and effectively counter cyber threats. This allows
us to drive growth and make informed decisions.
Low

We take the following measures to reduce these risks:
– Implementing technical measures to raise employee awareness about information
security issues
– Appointing individuals responsible for information security in the Company’s units
– Designing and implementing a security system to protect critical information
infrastructure
– Security assessments of key information systems and resources
– Anti-virus protection
– Developing and implementing a set of measures to protect information and
provide the necessary licensed software
– Automated control of user access rights for special-purpose information systems
– Monitoring and managing information security events. Building resilient IT and
telecoms infrastructure
– Providing utility infrastructure and power supply at data centres

High

Corporate fraud

Environmental risk
The release of pollutants into the air, discharge of effluent
into bodies of water, and disposal of industrial waste are an
integral part of the production process. Therefore, the MMK
Group has significant exposure to environmental risks.
Low

Risk description

High

Our operations comply strictly with the environmental laws of the Russian Federation
and are certified as complying with ISO 14001:2015, the international standard for
environmental management systems.
Management and employees plan the Company’s long-term, sustainable
development, keeping in mind the strategic goal of minimising MMK’s environmental
footprint and embedding environmental considerations into all operations.
All implemented investment projects are subject to a state environmental review
and public consultation with a focus on environmental issues.
The Board of Directors conducts an annual review of the implementation of
environmental policies and measures to minimise our environmental impact,
thereby enabling the effective management of environmental risks.
MMK has received no complaints regarding its environmental compliance that
could materially affect the Company’s financial and economic activities.

The MMK Group takes into account the possibility and
consequences of corporate fraud.
The key risk factors include:
– Decisions that may result in financial losses due to a
lack of clear and appropriate procedures and controls
for business processes in regulations
– Failure by MMK employees to comply with their
job descriptions
– High-level information security requirements being
inadequate for emerging threats
Low

MMK has in place and is constantly improving a system of internal controls
designed, among other things, to prevent fraud. Control procedures have been
developed, reducing this risk to an acceptable level. The MMK Group fosters a
control-conscious culture among its employees; the Company’s regulations (such
as the Code of Ethics) list prohibited activities and specify disciplinary measures
for failure to comply. The Company has established appropriate policies, rules,
procedures and reporting forms for monitoring its activities in order to safeguard
its assets, in particular in high-risk areas. The Company has also set up dedicated
communication hotlines that enable management to receive sufficient and reliable
information in a timely manner.

High

Social tension
Our people are our key and most valuable asset. A decline
in the social well-being and overall morale of our workforce
could harm the Company’s operations.
Low

High

As a socially-minded business, we have voluntarily committed ourselves to socially
responsible behaviour with regard to the people of Magnitogorsk and the Urals
Region. To strengthen the foundation for sustainable development, the MMK Group
runs various charitable programmes across its area of operation and is involved in
major community initiatives.

Compliance risks
Risk description

Risk mitigation by the MMK Group

Sanctions for violation of laws on the use of mineral resources
Climate-related risk
Climate risk is relevant for the MMK Group given the
potential steps towards a low-carbon economy and
thesubsequent increase in upgrade costs, tougher
environmental legislation, shifts in product supply
and demand, and growth of other costs.
Low

High

We implement the following measures to reduce this risk:
– Conducting a detailed analysis of the sources of greenhouse gas emissions and
assessing the carbon footprint of our products
– Developing an environmental programme to phase out emissions, subject to the
construction of capital projects
In the longer term, the risk can be managed by introducing low-carbon
technologies and other best practices applied by metals companies.

Due to the ambiguity of law enforcement practices relating
to subsoil legislation, one of the MMK Group subsidiaries
is at risk of being penalised for violating its requirements.
Low

High

In 2020, MMK-COAL received a claim from the Federal Service for Supervision
of Natural Resources (Rosprirodnadzor) for the recovery of damage caused by
unlicensed subsoil use.
Currently, the boundaries of mining areas are brought into compliance with licenses
by amending the relevant licenses and obtaining official confirmations.

ST R AT E G I C R E P O R T

Sustainability risks
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1. Victor Rashnikov
Chair of the Board of Directors,
Non-executive Director

2. Pavel Shilyaev
Executive Director,
Chief Executive Officer of MMK

Appointed: 1993
Shares in MMK: Holds no shares1
Experience:
The Chair of the Board of Directors
of MMK Metalurji Sanayi, Ticaret
ve Liman İşletmeciliği Anonim Şirketi,
2011 – 2016. The President of MMK
Managing Company, 2006 – 2014.
MMK Chair of the Board of Directors
since April 2005. CEO of MMK since
1997. Chief Engineer and First Deputy
CEO, 1991. Joined MMK in 1967.
Qualifications:
Degrees in Metallurgical Engineering and
Management, PhD in Technical Sciences
from the Magnitogorsk Institute of Mining
and Metallurgy. Honorary Professor at
the Moscow Institute of Steel and Alloys.
Academician at the Russian Academy of
Quality Management.
Other roles:
Member of the Board of Directors of the
World Steel Association. Member of the
Supervisory Board of the Russian Steel
metallurgical association.
President of Hockey Club Metallurg.
Member of the Board of Directors of
Continental Hockey League. Member of
the Management Board. All-Russian Public
Organization Russian Union of Industrialists
and Entrepreneurs and All-Russian
Association of Employers Russian Union
of Industrialists and Entrepreneurs.
President of the Union of Industrialists
and Entrepreneurs Chelyabinsk (regional
public organisation) and of the Union
of Industrialists and Entrepreneurs
(Chelyabinsk regional association
of employers).

Appointed: 2014
Shares in MMK:
402,200 shares (0.0036%)
Experience:
CEO of MMK, 2014. Member of the
Management Board of MMK, since
2012. Deputy CEO for Production of
MMK, 2011 – 2014.
Mr Shilyaev joined MMK in 1993
and worked his way up from being an
engineer to the Head of a maintenance
and repairs centre.
Qualifications:
Degree in Electric Drive and Industrial
Automation from Chelyabinsk State
Technical University. Course in
Performance Management from
Stockholm School of Economics Russia
(St Petersburg).
PhD in Technical Sciences from Nosov
Magnitogorsk State Technical University.
Other roles:
Member of the Board of Directors of
Credit Ural Bank. Member of the
Management Board of the Central
Clinical Occupational Health Facility.

3. Olga Rashnikova
Non-Executive Director
Appointed: 2012
Shares in MMK: Holds no shares
Experience:
Member of the Board of Directors of
Credit Ural Bank, 2011 – 2017. Head of
Finance at MAGSTORN, 2016 – 2017.
Senior manager at the Economics
Department of MMK; senior manager of
integration projects; senior manager for
sales markets analysis; Head of the
Government Relations and Markets
Protection; Director for Financial
Resources, 2005 – 2016.
Qualifications:
BA in Economics and Finance from
Franklin College Switzerland (Lugano).
Executive MBA from State University of
Management (Moscow).
Other roles:
None

4. Zumrud Rustamova
Non-executive Director
Appointed: 2006
Shares in MMK: Holds no shares
Experience:
Managerial positions on management
boards and boards of directors at several
major Russian companies, since 2006.
Vice President at SUEK, 2004 – 2006.
Deputy Minister of the Property Ministry
of the Russian Federation, 2000 – 2004.
Deputy Chair of the Russian Federal
Property Fund, 1999 – 2000.
Qualifications:
Degree in statistics and economics from
the Moscow Institute of Economics and
Statistics.
Other roles:
Deputy CEO at Polymetal Management
Company, since 2009. Member of the
Board of Trustees of the Ladya
Foundation for the Support of Social,
Innovative and Sport Projects. Deputy
CEO (part-time) at Polymetal. Member
of the Board of Directors of PIK Group.
Deputy CEO (part-time) at IST-Capital.

1 According to information available to
the Group, Mr Victor Rashnikov is the
beneficiary of Mintha Holding Limited
which owns 84.26% of MMK’s
ordinary shares.

G OV E R N A N C E

An experienced and committed team
to steer MMK forward
5. Kirill Levin
Independent Director

7. Valery Martsinovich
Independent Director

9. Andrey Eremin
Executive Director

Appointed: 2014 ¹
Member of the Board of Directors in
2006 – 2011.
Shares in MMK: Holds no shares
Experience:
Managerial positions at Sberbank,
Gazprombank and Renaissance Capital
Management Company. Member of the
Boards of Directors of SU-155 Group,
Belpromstroybank, Aeroflot, FGC UES,
PIK Group, Salavatnefteorgsintez,
Gazprombank Leasing, Gazprombank
– Asset Management, Gazcardservice,
RSHB Insurance, RSHB Factoring,
RSHB Life Insurance.
Qualifications:
Degree in Economics and Management
of Scientific Research and Design from
The Moscow Aviation Institute.
Other roles:
First Deputy Chair of the Management
Board of Rosselkhozbank. Member of the
Board of Directors of Belgazprombank.
Chair of the Board of Directors of RSHB
Asset Management. Chair of the
Supervisory Board of Agrotorg
Trading House.

Appointed: 20142
Shares in MMK: Holds no shares
Experience:
CEO of Hay Group, 2012 – 2014.
Qualifications:
MSc in Economics from the University of
Gdańsk (Poland), Faculty of Economics,
Foreign Trade. Post-graduate degree
in Investment Banking from London
Guildhall University.
Other roles:
Strategic Director for rapidly emerging
markets in the European cluster at
Hay Group.

Appointed: 2019
Shares in MMK:
114,700 shares (0.0010%)
Experience:
Member of the Management Board
of MMK since 2012. Director for
Economics at MMK since 2009. Head
of Finance and Economics at MMK and
the MMK Group; Deputy Director for
Finance and Economics at MMK-METIZ
Management Company; Director for
Economics at MMK since 2000.
Qualifications:
Degree in Economics and Management
in the Metallurgical Industry from State
Academy of Management. MBA from
Academy of National Economy under the
Government of the Russian Federation.
Other roles:
Economics Director at MMK. Member of
the Board of the Metallurg charitable
foundation. Member of the Board of
Metallurg Ice Hockey Club. Member of
the Board of Directors of RPA Technology
Centre Next.

6. Tav Morgan
Independent Director
Appointed: 2015 ²
Shares in MMK: Holds no shares
Experience:
Non-Executive Director at Tigers Realm
Coal Limited, 2014 – 2020. Partner at
Baring Vostok Capital Partners Group
Limited, 2012 – 2020. Managing
Director at Goldman Sachs Russia/CIS,
2009 – 2012. COO at Norilsk Nickel,
2004 – 2008. Partner at McKinsey
& Company 2000 – 2004.
Qualifications:
BA in Political Science and International
Relations from Yale University. MPhil in
Russian and East European Economics
and Law from St Antony’s College,
University of Oxford.
Other roles:
Member of the Board of Directors at the
US-Russia Business Council (USRBC).

8. Nikolay Nikiforov
Independent Director
Appointed: 20192
Shares in MMK: Holds no shares
Experience:
Member of the Board of Directors
of Rostelecom, 2018 – 2020. CEO
of Diginavis, 2018. Chair of the
Supervisory Board of Post Bank, 2016 –
2018. Minister of Digital Development,
Communications and Mass Media of
the Russian Federation, 2012 – 2018.
Qualifications:
Degree in Economics from Ulyanov-Lenin
Kazan State University. PhD in Economics
from Ulyanov-Lenin Kazan State
University.
Other roles:
Chair of the Board of Directors of
Diginavis. Member of the Board of
Directors of GLONASS. CEO of
Innopolis Development. Member of the
Board of Directors of SEZ Innopolis.
Member of the Supervisory Board of
Innopolis University. Member of the
Board of Directors of Innopolis. Member
of the Board of Directors of Russian Post.

Diversity of the
Board of Directors
Gender balance of the Board

Male (8)
Female (2)

Foreign Board members

Russian citizens (8)
Foreign citizens (2)

10. Sergey Ushakov
Executive Director
Appointed: 2017
Shares in MMK:
159,500 shares (0.0014%)
Experience:
Director at MMK-METIZ, Elektroremont,
United Service Company, Director for
Maintenance and Repairs at MMK,
2012 – 2014. CEO of MMK-Atakaş
(Turkey), 2009 – 2011. Mr Ushakov
joined MMK in 1991 and worked his
way up from being a steel casting
technician to Chief Engineer.
Qualifications:
Degree in Metallurgy from Nosov
Magnitogorsk State Technical University.
Other roles:
Deputy CEO for Sales at MMK.

1 Recognised as independent by Resolutions of the Board of Directors dated 5 June 2020 (Minutes No. 1) and 30 November
2020 (Minutes No. 10).
2 Meets the criteria of independence specified in the Corporate Governance Code recommended by the Bank of Russia, Listing
Rules of the Moscow Exchange and MMK’s internal documents.

Age

<50 years (6)
>50 years (4)

Tenure on the Board
of Directors

>20 years (1)
10–20 years (2)
5–9 years (4)
<5 years (3)
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1. Pavel Shilyaev
Chief Executive Officer of MMK
See biography on page 120.

2. Sergey Unru
Deputy CEO for Production
1

3

2

Appointed: 2020
Experience:
Previous roles in MMK: part-time Chief
Specialist for Maintenance and Repairs,
2019 – 2020. Director at United Service
Company, 2019 – 2020. Director at
Mekhanoremontny Komplex, 2015–2019.
Qualifications:
Degree in Metals Treatment Under
Pressure, Nosov Magnitogorsk Institute
of Mining and Metallurgy.
Degree in Industrial and Civil
Construction, South Ural State University.

4
3. Vladimir Ruga
Deputy CEO for External
Communications

5

7

6

8

6. Grigory Shchurov
Director for Occupational
Health, Industrial Safety
and the Environment
Appointed: 2017
Experience:
Previous roles in MMK: Head of
Technological Department, 2016 – 2017.
Technical Director, 2013 – 2016. Head
of Technological Administration before
2013.
Qualifications:
Degree in Metallurgical Machinery and
Equipment from Nosov Magnitogorsk
State Academy of Mining and
Metallurgy. Degree in Technological
Management from the Russian
Presidential Academy of National
Economy and Public Administration.
Management in action, International
Institute of Management (LINK).

Appointed: 2016
Experience:
Previous roles in MMK: Head of Logistics,
2016 – 2019. Deputy Head and Head
of Production, 2012 – 2016. Deputy
Head and Head of Rolling Shop #9,
2009 – 2012. Rolling mill operator,
shift foreman, section superintendent,
deputy shop manager, 1995 – 2009.
Qualifications:
Degree in Metals Treatment Under
Pressure from Nosov Magnitogorsk State
Technical University.

4. Andrey Eremin
Director for Economics

Appointed: 2015
Experience:
Previous roles in MMK: Director for
Occupational Health, Industrial Safety
and the Environment, 2015 – 2016.
Director at Magnitogorsk Service Centre,
2007 – 2014.
CEO of Verkhneuralsk Wine Company
Yantar, 2003 – 2007. Head of the
Planning and Economics at
Magnitogorskmezhraigas, Chief
Economist at Magnitogorsk Energy
Company, 1999 – 2003.
Qualifications:
Degree in Economics and Metals
Business Management from Nosov
Magnitogorsk State Technical University.
Degree in Finance and Credit from
Financial Academy under the
Government of the Russian Federation.

5. Maria Nikulina
Head of Financial Resources
Appointed: 2016
Experience:
Manager in the Audit Department for
Large Companies, senior manager
and Audit Director at
PricewaterhouseCoopers Audit
(Moscow, London).
Qualifications:
Degree with honours in Global
Economics from Peoples’ Friendship
University of Russia.
Member of Association of Chartered
Certified Accountants (ACCA).

11

10

12

7. Pavel Kravchenko
Security Director

Appointed: 2012
Experience:
Previous roles in MMK: Vice President
for External Communications at MMK
Managing Company, 2011 – 2014.
Director for External Communications,
2010 – 2011.
Various managerial PR positions at
TNK-BP Management, 2003 – 2010.
Head of Public Relations at Sibneft,
1998 – 2003.
Qualifications:
Degree in History from Moscow State
Pedagogical University. PhD in
Historical Sciences.

See biography on page 121.

9

8. Sergey Nenashev
Commercial Director

13

14

9. Oleg Kiykov
Human Resources Director

12. Nikolay Zvyagin
Head of Business Development

Appointed: 2012
Experience:
HR Director at the Central and Northern
Iron Ore Enrichment Works and Iron Ore
Division at Metinvest Holding (Ukraine),
2006 – 2011. HR Director at regional
branches of YUKOS Exploration and
Production; HR Director at Kuibyshev Oil
Refinery, 2001 – 2006. Various positions
in HR management, Director for General
Matters, director of various operational
departments at Nestlé, 1995 – 2001.
Qualifications:
Degree in Aircraft Engines from Korolyov
Kuibyshev Aviation Institute.

Appointed: 2020
Experience:
Previous roles in MMK: M&A team,
Business Development and Performance
Management Department, 2014 – 2016.
Qualifications:
Degree in Finance and Credit from the
Saint Petersburg State University of
Economics and Finance. MBA in
Innovations and Project Management
from Academy of National Economy
under the Government of the
Russian Federation.

10. Sergey Krivoshchekov
Corporate Matters and
Social Programmes Director
Appointed: 2012
Experience:
Previous roles in MMK: member of the
Board of Directors, 2000 – 2011. Vice
President for Property Management,
2009 – 2011. Vice President for Raw
Materials, Property Management and
Commerce, 2006 – 2009. Deputy CEO
for Strategic Planning and Property,
2002 – 2006.
Mr Krivoshchekov worked his way up at
MMK from being an operator to Director
for Real Estate and Securities.
Qualifications:
Degree in Metals Treatment Under
Pressure from Magnitogorsk Institute of
Mining and Metallurgy. PhD in Economics
from Orlov State University.

11. Alexey Kuzmin
Head of Domestic Sales
Appointed: 2016
Experience:
Previous roles in MMK: Deputy Director,
Director of MMK Trade House,
2011 – 2016.
Deputy Director, Director of Industrial
Company UralMetProm, 2004 – 2011.
Head of Regional Sales at FHKI,
2001 – 2006.
Qualifications:
Degree in Law from Nosov
Magnitogorsk State Technical University.
Executive MBA degree from the
Stockholm School of Economics
Russia (St Petersburg).

13. Sergey Shepilov
Chief Legal Officer
Appointed: 2012
Experience:
Previous roles in MMK: Director for Legal
Matters, 2012 – 2016. Director of MMK
Pravo since 2014.
Since 1999, Mr Shepilov held such
positions as Head of Legal Support,
Deputy Head of Labour Legislation and
Enforcement Proceedings, Head of Legal.
Qualifications:
Degree in Electric Drive and Industrial
Automation of Technological Complexes
from Nosov Magnitogorsk Institute of
Mining and Metallurgy.
Degree in Law from Ural Academy of
Public Administration.
Presidential programme for training
management personnel for organisations
of the national economy, Strategic
Management, South Ural State University.

14. Vadim Feoktistov
Chief Information
Technology Specialist
Appointed: 2018
Experience:
Previous roles in MMK: Head of IT, 2014
– 2016. Director at MMK Informservice,
since 2010.
Qualifications:
Degree in Automation of Metals
Production from Magnitogorsk Institute
of Mining and Metallurgy.
MBA programme ‘Top manager:
practical training’, Magnitogorsk Higher
School of Business.
MBA in Information Management (CIO)
from the Academy of National Economy
under the Government of the Russian
Federation.
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Chairman’s letter
The overall objective of MMK’s corporate governance is to increase
the Company’s effectiveness and value while balancing the interests
of shareholders and other stakeholders.
“Integrity and openness are our watchwords at
MMK and our corporate governance supports
that. We take our responsibilities to all our
stakeholders seriously and we manage the
business with that in mind at all times.”

Dear shareholders,
2020 was a truly extraordinary year. The COVID-19 pandemic was
a major challenge for manufacturers across the world and required a
rapid response.
With the Board of Directors’ support, the management team assessed
the potential impact of COVID-19 on our performance, and developed
and implemented measures to minimise the fallout for our business and
employees. MMK also took great care of the people who live in
Magnitogorsk. The current situation has given us an opportunity to
reaffirm our commitment to the principles of sustainable development
and contribute to the achievement of the UN’s Sustainable Development
Goals, focusing on providing employees with work that is decent, stable
and safe, promoting economic development and supporting the
healthcare system across our operating regions.
In 2020, we published our first corporate Sustainability Report in line
with GRI Standards. We did this to communicate more broadly with
our stakeholders about the Company’s best practices in economic
sustainability, HSE, corporate governance, innovation, and engagement
with employees and local communities. We are making progress towards
our ambition to report on a Group-wide basis and this report is an
important step in our journey on the road to integrated reporting.
In 2020, we maintained our focus on increasing total shareholder return,
supporting market capitalisation growth and generating high dividends
while keeping our leverage low.

I would particularly like to highlight the extensive overhaul of our strategic
objectives undertaken by the Company’s management and the Board
of Directors in 2020. The new portfolio of strategic objectives, updated
to run to 2025, factors in the existing market and global trends and
competitive challenges while upholding environmental, social and
corporate governance (ESG) principles. Key features include retaining
our position as the best supplier, and achieving leadership in performance
excellence that relies on our robust digital transformation.
We also continue to improve our corporate governance while
monitoring external changes and requirements, responding to challenges
and implementing Russian and international best practices wherever
possible. Our corporate governance continues to be centred around
ESG, improvements to our succession policies and practices across the
Company’s governing bodies. In addition, we are focused on promoting
a culture of safety, and on supporting a culture of opportunity – leading to
stronger employee engagement and a performance-oriented approach.
To boost its effectiveness, we evaluate the Board of Directors’ performance,
by, among other things, engaging external auditors. We are also cultivating
our relationships with stakeholders; the Company’s top management is
taking an active part in events that we hold to facilitate dialogue and build
relationships with investors and other stakeholders.
I thank the members of the Board of Directors, executives and all
employees of MMK, as well as our shareholders and partners for their
support, constructive approach and strong performance during this
challenging year. I am confident that our joint efforts will further contribute
to building the Company’s value and driving its sustainable growth.

Victor Rashnikov, Chairman

Our culture
Values are at the heart of what we do
As a highly efficient metals producer, MMK contributes to Russia’s
prosperity and advances in technology. We are determined to fulfil our
mission, create value for all stakeholders and be a reliable supplier of
high-quality metal products while ensuring a safe working environment
for employees and protecting the environment.
Our values:
– Partnership approach to our customers
– Continuous improvement across all business lines
MMK is the key employer in Magnitogorsk and has a major impact
on the social, economic and environmental health of the region and
its residents. That is why our key strategic initiative promotes a holistic
approach to sustainability across MMK by improving the industrial
safety system, reducing our environmental footprint, creating
opportunities for entrepreneurship to flourish and recognising the
interests of all stakeholders.
Transparency and responsibility across the Board, from directors to
employees, are core elements of MMK’s corporate culture. MMK’s
Board of Directors evaluates the implementation of the Development
Strategy on an annual basis and adjusts its delivery plan to help us face
our external and internal challenges in the best way possible. In 2019,
we began the process of updating the Strategy to take us up to 2025.
This will enable us to expand the scope of our strategic initiatives and
include initiatives aligned with the UN SDGs.
People make MMK what it is
As the largest employer in the southern Urals, we understand our
responsibility for the livelihoods, health and well-being of our employees.
We support the employment of more than 50,000 people through
MMK, its subsidiaries and contractors.
For many years, we have paid particular attention to building our talent
pool while providing extended training opportunities. We support the
personal and professional development of our employees by creating
an environment that enables self-fulfilment and career growth.
Since employee satisfaction and engagement are important to
MMK, we regularly assess employee performance and launch
upskilling initiatives.
Communication with employees is essential for building and fostering
our corporate culture. The My MMK app has been active for six years
and serves as an advanced channel to engage with our employees,
raise their awareness about occupational safety, and involve them in
OHS audits and assessments.
A proactive approach to adopting innovative solutions is inherent in
the Company’s culture, as evidenced, for example, by innovation and
invention practices encouraged among MMK employees.
Engagement with local communities
MMK contributes to improving the quality of people’s lives and
creating new opportunities in its operating regions by engaging with

public authorities, non-profit organisations and local communities.
The Company initiates many social and infrastructure programmes.
MMK has in place the Social and Economic Development Strategy
for Magnitogorsk to 2035, which describes the Company’s role as
the city’s major employer and outlines the principal plans and activities
to develop the city and ensure the well-being of its residents. The
Company actively engages with the city’s residents as it plans and
implements various social programmes to meet local requirements.
We seek to improve the environment across our operating regions by
enhancing our environmental management system, taking measures
to protect biodiversity and aquatic ecosystems while also increasing
energy efficiency.
In 2020, we focused our support for healthcare on the COVID-19
pandemic. We launched a large-scale programme, We Stand
Together, to support the residents and social facilities in Magnitogorsk,
including hospitals and other healthcare organisations, as well as
doctors and the most vulnerable groups of people.
Business ethics and integrity
MMK’s corporate culture relies on zero tolerance towards legal
offences, with a focus on countering corruption and promoting business
ethics. We adhere to business best practices driven by integrity,
transparency and responsible compliance.
The Company has in place regulations relating to our values, principles,
standards and conduct, which must be read by all our employees and
stakeholders. We strive to improve mechanisms for countering all forms
of wrongdoing and unethical behaviour.
We are trusted
A robust governance system is critical to building trusting relationships
with shareholders, investors, employees and customers. MMK
demonstrates a reliable and constructive approach to work, and has
shown trust and respect for all stakeholders, seeking to build open
dialogue and fruitful, mutually beneficial relationships.
We have received a number of awards and recognition for our
strategic initiatives. In 2020, MMK won multiple awards, including:
– The Energy Management Insight Awards for energy saving and
energy efficiency across our operations
– The Priority import substitution national award in the Priority-Metals
category for developing and launching our Industry 4.0 strategic
initiative
– The prestigious Main Event of 2020 in Russian Metallurgy award for
the modernisation of Hot-Rolling Mill 2500
– The Treasurer of the Year national award, one of the most prestigious
awards in the financial community, recognising MMK’s outstanding
achievements in managing and developing its treasury function
– Recognition at the 26th International Industrial Exhibition MetalExpo as part of the media competition for intra-corporate
communications and an award for best stand
– MMK Trade House and a number of its units received awards from
the Russian Union of Metal and Steel Suppliers.
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MMK is guided by international and Russian corporate governance
standards, including the provisions of the UK Corporate Governance
Code, the Corporate Governance Code recommended by the Bank of
Russia, and the listing rules of the London and Moscow Stock Exchanges.
The Company’s strong governance practices, combined with its solid
financial performance, makes MMK a reliable partner for Russian and
international investors.
MMK’s corporate governance principles and rules are set out in
the Company’s Code of Corporate Governance, which was revised and
approved by decision of the Board of Directors on 20 December 2019
(available on MMK’s website)1. The principles and rules are as follows:
– Protection of shareholder and investor rights
– Compliance with all applicable legislation and internal regulations
– Equal treatment of all shareholders (including foreign and minority
shareholders)

Compliance with best practices
The Company adheres to most principles of the Corporate Governance
Code approved by the Bank of Russia on 21 March 2014.

– Complying with the procedures for succession and selection of
nominees to the Board of Directors set out in MMK’s Regulations
on the Board of Directors

To assess its compliance with the Code’s principles, the Company used
the Recommendations on Preparation of the Report on Compliance with
the Principles and Recommendations of the Corporate Governance Code
of the Bank of Russia.

– Ensuring MMK’s governing bodies use electronic technologies
in accordance with its Charter and internal regulations

In 2020, MMK fully or partially complied with 76 principles (96.2%)
and did not comply with only three out of 79 (chart below).
For more details, see the Annexes to this Annual report.
Compliance with the principles
and recommendations of the
Corporate Governance Code
recommended by the Bank of Russia
Full compliance 87%

– Mutual trust and respect for all stakeholders, open dialogue

Partial compliance 9%

– Integrity of management

Non-compliance 4%

– Commitment to the continuous reduction and prevention of harmful
environmental impacts, an approach that will provide an environmental
perspective to new development projects, and the deployment of the
best available technologies.
MMK follows these principles strictly and monitors new corporate
governance requirements and best practices, continuously improving its
own approach. This is achieved by, among other things:
– Reviewing the annual Report of the Board of Directors on the Results of
MMK’s Priority Activities
– An annual performance evaluation of the Board of Directors
– The Board of Directors review of the report on compliance with the
Corporate Governance Code
– The Corporate Secretary’s updates to the Board of Directors on
changes in regulation and corporate governance practices
– Communicating with shareholders and investors and other stakeholders.
The Company engages proactively with stakeholders, including minority
and foreign shareholders, on corporate governance matters. MMK
adheres to a corporate-wide policy that applies to all its subsidiaries and
affiliates and other legal entities associated with the Group.
The MMK Group’s Code of Ethics: corporate culture and values
With the Board of Directors’ support, including approval of policies,
internal documents and other initiatives, the Company established and
maintains a corporate culture which unites all employees. We know that
our people are what make MMK the successful company it is. We expect
our employees to meet high standards of business conduct and
professional competence. Corporate values, principles and requirements
that underpin our business ethics are set out in the MMK Group’s Code of
Ethics. For more details on MMK’s corporate culture, see page 125 and
visit the Company’s website.

MMK’s corporate governance has been independently assessed every
year since 2003. On 29 December 2020, the Russian Institute of Directors
confirmed MMK’s rating at 7++ (defined as having a ‘developed corporate
governance practice’) on the National Corporate Governance Rating
scale. This means that the Company meets the requirements of the Russian
legislation on corporate governance and follows a significant number of
recommendations of the Russian Corporate Governance Code. Company
shareholders are exposed to a very low risk of losses caused by poor
corporate governance.
Following the recommendations of MMK’s Code of Corporate
Governance as well as best corporate governance practices, the
Company uses the following mechanisms and tools (in accordance
with its Charter and internal regulations):
– Setting the deadline for shareholders to submit proposals for the
agenda of the Annual General Meeting at 60 days after the end
of the financial year
– Establishing rules for responding to shareholders’ questions during
the meeting
– Providing e-mail as an additional means of shareholder
communications: shareholder@mmk.ru
– Offering an electronic voting system (shareholder page), thus enabling
every shareholder to exercise their right to vote freely and in the
simplest and most convenient way
– Expanding the list of matters to be decided on by a majority vote of
all elected members of the Board of Directors and the list of matters
to be decided on by the Board of Directors through in-person voting
– Putting in place a collective executive body, the Management Board,
whose main functions are to review the MMK Group’s financial and
economic plan (budget), forecast financial and economic indicators for the
MMK Group, approve representatives in the MMK Group’s companies
and approve directives for the representatives to take decisions at
Annual General Meetings and meetings of the Board of Directors
– Establishing representatives within the MMK Group companies to
improve the quality of management decisions. The representatives are
guided by the Regulations on Representatives approved by MMK’s
CEO and the directives approved by MMK’s Management Board

1 All MMK’s internal documents are available on the official website:
http://eng.mmk.ru/corporate_governance/internal_documents/

– Requiring the Board of Directors to approve resolutions not only on the
transactions provided for by Russian laws but also on transactions with
a value exceeding 10% of the book value of the Company’s assets,
as well as on transactions to dispose of real estate regardless of the
transaction value

– Holding regular, open strategy sessions involving independent
directors to discuss the implementation of the Company’s portfolio
of strategic objectives and its KPI system
– Paying particular attention to sustainability matters. We are in
the process of improving the reporting on the MMK Group’s
ESG performance.

Board evaluation
Every year since 2008, the Board of Directors has evaluated its own
performance and that of its members and committees. This helps to boost
the Board of Directors’ efficiency, identify areas for improvement and
improve MMK’s corporate governance practice. The results of the
evaluation are set out in MMK’s Annual Report.
To conduct an independent performance evaluation of the Board of
Directors, MMK regularly (at least once every three years) engages
an external organisation (a consultant) that must be approved by the
Board≈of Directors upon a proposal from the Nomination and
Remuneration Committee.

Disclosure policy (information policy)
In 2008, the Board of Directors approved MMK’s Information Policy.
The CEO is responsible for announcing the Company’s performance.

Following the evaluation, the Board of Directors approves an action plan
to improve the Company’s practices. The 2020 Corporate Governance
Improvement Programme has been successfully completed, and a new
programme will be developed in 2021.

The Information Policy of MMK is aligned with applicable Russian laws,
the Corporate Governance Code recommended by the Bank of Russia,
rules and requirements of Russian and British securities market regulators
and Russian and international best corporate governance practices.

On 27 November 2020, the Board of Directors decided to engage a
competent external consultant to conduct an independent performance
evaluation of the 2020 performance of MMK’s Board of Directors,
Board members and Board committees.

The Company’s Information Policy is focused on promoting the rights
of shareholders and investors to material information relevant to taking
investment and management decisions, as well as on protecting sensitive
information, disclosure of which may result in damages to the Company
and its shareholders.

Board effectiveness review 2020/2021
Following the decision of the Board, the Company engaged the
Independent Directors’ Association (IDA) (hereinafter – the Provider) to
conduct its external Board effectiveness review in respect of the year
2020/2021.

The key principles of the Information Policy are:
– Ensuring the right of shareholders, investors and other stakeholders
to information in line with applicable Russian laws
– Regular, consistent and timely information disclosure
– Complete, up-to-date and reliable information, comparability of
disclosed data availability
– Equal and unhindered access to information and documents for
shareholders upon request
– Balance between transparency and confidentiality.
Awards and achievements
Our proactive approach to disclosure and transparency
The Responsibility and Openness index reflects the degree to which
companies are willing to disclose their information: 29 companies
received the highest ranking in the index, including MMK, which had
already been recognised for its high standards of disclosure. MMK’s
annual reports have won numerous awards among Russian issuers
and on several occasions the Company has won the award for the
most proactive approach to disclosure and transparency. In 2020,
the leaders in RSPP’s Sustainable Development Trajectory index
included 26 companies that demonstrated positive development,
including MMK.
Joining the leaders in sustainability indices
MMK joined the leaders of two annual sustainability indices
prepared by the Russian Union of Industrialists and Entrepreneurs
(RSPP), namely the Responsibility and Openness index and the
Sustainable Development Trajectory.
Leading the way
At the 15th National Director of the Year Award for the 2020
corporate year, Victor Rashnikov was named among the 25 Best
Board Chairmen, Valery Martsinovich was named among the
50 Best Independent Directors, and Pavel Chereshenkov was
named among the 25 Best Corporate Governance Directors
and Corporate Secretaries.

A methodology and approach to the Board evaluation, based on best
international practices and the needs of the Company, were approved
by the Nomination and Remuneration Committee and the independent
directors. To assess the Board and its Committees, directors were asked
to complete detailed questionnaires. The results received in response to
the questionnaires were supplemented with comments and feedback
from Board members and management during a special Session for
the evaluation of results and discussion of best market practice in
corporate governance.
An initial report on the results of the evaluation was prepared by the
Provider and discussed with the Committee for Nominations and
Remuneration and the Corporate Secretary. Subsequently, a detailed
discussion of the final Report took place at the meeting of the Board of
Directors on 23 April, 2021.
The Review showed that Board and its Committees are operating
in accordance with the requirements of the Russian Corporate
Governance Code.
Over the next few years the Board of Directors plans to pay special
attention to a number of areas, to further improve the efficiency of its work,
in particular:
1. Deeper involvement of directors in the implementation of strategy and
risk management;
2. Adoption of modern approaches to interaction with stakeholders;
3. Implementation of the ESG agenda, interaction with investors and
steps to increase investment attractiveness.
As a result of the evaluation, areas for Board development for 2021 – 2024
were identified. In accordance with international best practice, the Company
will continue holding an internal self-review on an annual basis and
independent Board evaluation at least every three years, to ensure
continuous development and improvement in the corporate governance
practices of MMK.
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Auditor

The Auditor audits the Company’s
financial and economic activities in
line with Russian laws on the basis
of a contractual audit agreement.

Overview of MMK’s corporate governance model and practice
MMK’s corporate governance structure is aligned with global best
practice and comprises the following bodies:

Annual General Meeting

– Annual General Meeting

The Annual General Meeting is the Company’s supreme
governing body. By voting at Annual General Meetings,
the shareholders exercise their right to participate in
managing the Company.

– Board of Directors
– Management Board (collective executive body)
– CEO (sole executive body)

Annual General Meeting
The Annual General Meeting is the Company’s supreme governing body.
Board of Directors
(4 out of 10 Board members are independent directors)
Corporate Secretary

The Corporate Secretary
ensures efficient ongoing
interaction with shareholders,
coordinates the Company’s
efforts to protect shareholder
rights and interests, and supports
efficient performance of the
Annual General Meeting, Board
of Directors and its committees.

The Board of Directors is responsible for approving and updating the Company’s
corporate goals, statement of purpose, strategy, policies, key principles of,
and approaches to, risk management and internal controls, sustainability
management, overseeing the Company’s executive bodies and performing
other key functions. 4 out of 10 Board members are independent directors.

Board Chair

The Chair directs the Board of Directors’ activities, ensures the effective work
of the Board and its committees, and controls implementation of decisions
taken by the Board of Directors and the Annual General Meeting.

Its competence, as well as the procedure for convening and holding the
Annual General Meeting, are established by Russian laws, the Charter
and Regulations on the Annual General Meeting of MMK.
Secretary to the
Board of Directors

The Secretary to the Board
of Directors provides
organisational, technical and
documentation support to the
Board of Directors, ensures the
preparation and conduct of
meetings, prepares and stores
minutes, and makes excerpts
from the minutes.

Committees of the Board of Directors review relevant matters submitted to the
Board of Directors.

The Audit Committee was set up
to review the Board of Directors’
ability to manage the Company’s
financial and economic activities,
including assessing the
independence of the auditor
and the absence of conflicts of
interest, as well as assessing the
audit of financial reporting and
the reliability and effectiveness
of the risk management and
internal control systems.

Nomination and
Remuneration Committee
(independent non-executive
directors)
The Nomination and Remuneration
Committee reviews matters related
to MMK’s priorities for its HR policy,
succession planning, the professional
competence of nominees to the
Board of Directors, executive bodies
and other key executives, as well
as remuneration of members of the
Company’s governing bodies and
other key executives.

Strategic Planning
Committee

The Strategic Planning Committee
reviews matters of strategic planning,
corporate governance, finance and
economics, as well as MMK’s
credit and dividend policies.

Management Board
Collective executive body
Internal Audit
Department

The Internal Audit Department
assesses the reliability and
effectiveness of the comprehensive
risk management and internal
control systems, and organises
and conducts internal audits.

The Management Board, the collective executive
body, manages the Company’s business.

CEO
Sole executive body
The CEO, the sole executive body, is responsible
for day-to-day management of the Company’s
operations.

– Sending voting ballots by e-mail to respective shareholders provided
in the register of MMK shareholders and/or providing an online voting
form on the website as part of the notice of an upcoming Annual
General Meeting
– Submitting filled voting ballots by persons entitled to participate in the
Annual General Meeting by e-mail (shareholder@mmk.ru) as provided
in the notice of an upcoming Annual General Meeting and/or filling
in the online voting form on the website provided in the notice of an
upcoming Annual General Meeting
– Filling in the online voting form on the website during an Annual
General Meeting (at an in-person meeting to discuss agenda items
and decide on voting matters) in cases where the right to participate
in the meeting was not exercised otherwise earlier.

Board Committees

Audit Committee
(independent directors)

The Company’s internal documents on the procedure for holding the
Annual General Meeting outline, among other things, the following options:

Health, Safety and the
Environment Committee

The Health, Safety and the
Environment Committee (HSE
Committee) reviews HSE matters.

These options have been available free of charge since 2017 through
the online service provided by MMK’s registrar STATUS. Each investor has
their own Shareholder Page, which is a secure multifunctional information
service. It includes a mobile app and provides services to shareholders
online and enables them to take part in the Company’s corporate activities
such as e-voting at Annual General Meetings.

In addition to mandatory information and materials specified by Russian
laws, the Company provides additional information and materials on
agenda items to be discussed at the Annual General Meeting in line with
the Corporate Governance Code recommended by the Bank of Russia,
including directions on how to reach the venue of the meeting.
The Company’s independent registrar functions as the counting
commission of the Annual General Meeting.
The voting results and decisions taken by the Annual General Meeting
are disclosed in line with Russian law on the Company’s website.
In 2020, three General Shareholders’ Meetings were held:
On 29 May 2020, the Annual General Meeting reviewed the following
agenda items:
1. Approval of the annual report and annual accounting (financial)
statements of MMK for 2019
2. Profit distribution, including payment of FY 2019 dividends
3. Election to MMK’s Board of Directors
4. Approval of MMK’s auditor
5. Approval of the amount of remuneration and compensation paid
to members of MMK’s Board of Directors.
The quorum at the meeting was 90.38% of the total number of votes of
MMK outstanding ordinary shares.
On 11 September 2020, an Extraordinary General Meeting was held
with the following agenda:
1. Payment of 1H 2020 dividends on outstanding shares
The quorum at the meeting was 90.47% of the total number of votes of
MMK outstanding ordinary shares.
On 25 December 2020, an Extraordinary General Meeting was held
with the following agenda:
1. Payment of 9M 2020 dividends on outstanding shares
The quorum at the meeting was 90.82% of the total number of votes of
MMK outstanding ordinary shares.

The Company also uses the email address shareholder@mmk.ru to
communicate with shareholders, including correspondence relating to
the AGM.
Once it is able to hold the Annual General Meeting in person again,
the Company plans to start streaming the meetings.
The notice of an upcoming Annual General Meeting and respective
information (materials) to be provided to persons entitled to participate
in the Annual General Meeting are disclosed in Russian and English
on the Company’s website in the time and the manner specified by the
Charter and Regulations on the Annual General Meeting of MMK,
at least 30 days before the date of the Annual General Meeting.
The shareholders that hold a total of at least 2% of voting shares have the
right to propose new agenda items to be discussed at the Annual General
Meeting and their nominees to the Board of Directors (up to the number of
Board members) and the sole executive body (CEO).
MMK shareholders that are not on the shareholder register also have the
right to propose agenda items and nominees by submitting such proposals
to the person who registers their shareholding rights, in accordance with
Russian securities laws.

Quorum of General Shareholders Meetings of MMK, %
90.82

21.12.20
11.09.20
29.05.20
27.12.19
27.09.19
31.05.19
25.02.19
07.12.18
28.09.18
13.06.18
01.06.18
89.0

90.47
90.38
89.80
90.23
91.25
90.67
90.95
91.29
90.72
90.61
89.5

90.0

90.5

91.0

91.5
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The Board of Directors is responsible for the overall supervision of the
Company’s operations, excluding matters reserved by law for the Annual
General Meeting.
The Board of Directors is responsible for approving and updating the
Company’s corporate goals, statement of purpose, strategy, policies, key
principles of, and approaches to, risk management and internal controls,
sustainability management, and overseeing the Company’s executive
bodies, and performs other key functions.
The Board of Directors is accountable to the Company’s shareholders and is
elected by resolution of the Annual General Meeting (by cumulative voting).
The Board’s activities are regulated by the Charter and internal documents
of MMK available on the Company’s website.
Directors have sufficient time to perform their duties, which they
acknowledge in a written statement of nominees accepting to stand for
election to the Company’s Board of Directors.

In 2020, four Board members were recognised as independent,
which complies with the requirements of MMK’s Charter, the Corporate
Governance Code recommended by the Bank of Russia, and the Listing
Rules of the Moscow Exchange.
Members of the Board of Directors are considered to be independent if
they are sufficiently professional, experienced and capable of making fair
and unbiased judgements, free of influence from the Company’s executive
bodies, individual groups of shareholders or other stakeholders.
Generally, a nominee or elected director who is related to the Company,
to its significant shareholder, significant counterparty or competitor, or to
the government, may not be considered independent. Independence
criteria, including criteria on being related to the Company, its significant
shareholders, significant counterparty, competitors or government or
municipal entities, are determined in accordance with the Code of
Corporate Governance recommended by the Bank of Russia’s Letter
No. 06-52/2463 dated 10 April 2014, and the Listing Rules of the
Moscow Exchange.

Board meetings are held on a regular basis, at least once every two months,
in accordance with the approved plan.
The most important matters referred to the remit of the Board of Directors
are addressed at in-person meetings and are usually reviewed in advance
by the Board committees to facilitate comprehensive discussion and
informed decision-making.
Information about the composition of the Board of Directors and its
committees, as well as about the meetings held and resolutions passed is
disclosed on the Company’s website.

– Ensuring preparation of an agenda of the Board meeting and taking
all steps necessary to ensure timely provision to directors of information
(materials) required to pass resolutions on agenda items
– Chairs Board meetings, ensures compliance with the procedure for
convening and holding Board meetings
– Ensures that the Board arrives at the most efficient resolutions on
agenda items
– Enables directors to express their point of view on matters under review,
ensures a constructive and friendly atmosphere at Board meetings,
facilitates the search for a resolution agreed by Board members in the
interests of shareholders
– Arranges for keeping minutes of meetings, signs them, and is
responsible for their correctness and timeliness
– Chairs shareholder meetings
– Follows up on resolutions of the Board of Directors and the Annual
General Meeting
– Interacts and keeps in touch with other bodies and employees of the
Company in order to obtain in a timely fashion the most complete
and reliable information necessary for the Board of Directors to pass
resolutions and ensure effective interaction of the said bodies and
employees of the Company with each other and with third parties.
Composition of the Board of Directors
The Board of Directors consists of 10 members.
The composition of the Board is well balanced, including in terms of
directors’ qualifications, experience and diversity, as well as the number
of independent directors.
Board members are elected based on required skills in line with the
Company’s strategic priorities, including its focus on sustainability.
Requirements for nominees are considered and determined when
implementing succession procedures stipulated by the Regulations on
the Board of Directors of MMK.

No.

Member of the
Board of Directors

Member of the
Management Tenure on MMK’s
Board
Board (years)

Age

Nomination and
Remuneration Strategic Planning
Citizenship Audit Committee
Committee
Committee

Health, Safety
and the
Environment
Committee

Independent directors (four people)
1

Kirill Levin

11

52

Russia

2

Valery Martsinovich

6

47

Poland

3

Tav Morgan

5

52

USA

4

Nikolay Nikiforov

1

38

Russia

Non-executive directors (three people)
5

Zumrud Rustamova

14

50

Russia

6

Victor Rashnikov
Board Chair

27

72

Russia

7

Olga Rashnikova

8

43

Russia

Executive directors (three people)

Executive 3 directors
Non-executive 3 directors
Independent 4 directors

8

Andrey Eremin

1

48

Russia

9

Sergey Ushakov

3

51

Russia

10

Pavel Shilyaev

6

50

Russia

Chairman of Committee

Member of Committee

Board skills

Industry knowledge (metallurgy)

The Board Chair oversees the Board’s activities, ensures effective work
of the Board and its committees. His other functions include:
– Convening meetings of the Board of Directors, arranging for timely and
proper notification of Board members of convening a Board meeting

Composition of MMK’s Board of Directors

Accounting and audit
(50%)

Strategy
Independent directors play an important role in ensuring efficient
performance by the Board of Directors, including protection of shareholder
interests. The presence of independent directors on the Board contributes
to passing objective resolutions on matters under review, enhancing
governance effectiveness and shareholders’ and investors’ trust in the
Company. Their qualifications, experience and constructive criticism
enable the Board of Directors to make more informed decisions on
agenda items.
In 2020, independent directors played a major role in updating the
portfolio of strategic objectives up to 2025, developing KPIs and
evaluating the performance of executive bodies, assessing risk
management and internal controls as well as the Company’s efforts to
ensure industrial and environmental safety. Independent directors also
play an important role in the Board committees.
The Board of Directors, based on recommendations of the Nomination
and Remuneration Committee, assesses compliance of nominees to the
Board of Directors with independence criteria and regularly reviews
compliance of independent directors with these criteria.

Information technologies
(70%)

HR management
(60%)

Finance and investment

(60%)
Corporate governance

(70%)

(70%)

(40%)
Labour protection, industrial safety
(60%)
Sustainability
(60%)

Risk management
(70%)
Changes in the Board’s composition
There were no changes in the composition of the Board of Directors in 2020.
Activities of the Board
The Board of Directors’ procedures are set out in the Regulations on the Board of Directors of MMK. Meetings of the Board of Directors are convened
by the Board Chair and held both in person and in absentia.
Meetings of the Board of Directors (in person and in absentia)
From 1 January 2020 to 31 December 2020, 16 meetings of the Board of Directors were held – four in person and 12 in absentia.
Personal attendance of Board members at meetings of MMK’s Board of Directors
Board meetings
Attendance at meetings,
including written opinion

Attendance at meetings
in absentia

Total meetings
held in person/in absentia

Andrey Eremin

4

12

16

Kirill Levin

4

12

16

Valery Martsinovich

4

12

16

On 29 May 2020, MMK’s Board of Directors, guided by the Listing
Rules of Moscow Exchange, recognised and, on 31 November 2020,
confirmed (upon discovery of new circumstances) the recognition of
Kirill Levin, a member of MMK’s Board of Directors, as an independent
director, although he met the formal criteria of being related to the issuer
and the issuer’s significant counterparty.

Tav Morgan

4

12

16

Nikolay Nikiforov

4

12

16

Victor Rashnikov

4

12

16

Olga Rashnikova

4

12

16

Zumrud Rustamova

4

12

16

Information on Board members’ compliance with independence criteria
is disclosed in the Company’s annual report, as well as by posting the
information on the Company’s website at http://eng.mmk.ru.

Sergey Ushakov

4

12

16

Pavel Shilyaev

4

12

16

In certain exceptional cases, the Board of Directors may recognise a
director (nominee to the Board of Directors) as independent (compliant
with independence criteria) despite any formal criteria of being related to
the Company, its significant shareholder, counterparty or competitor, the
government, or a municipal entity, if this relationship does not affect the
person’s ability to make independent, fair and unbiased judgements.

Name

Matters reviewed by the Board of Directors in 2020
From 1 January 2020 to 31 December 2020, 91 matters were reviewed.
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Areas of focus

Strategy

Composition, succession and evaluation

To be a leader in operational excellence

– Organising the activities of MMK’s Board of Directors, including matters related to the establishment of the Board’s committees
and approval of the Work Plan for the Board of Directors of MMK for 2020 – 2021
– Decision to conduct performance evaluation of MMK’s Board of Directors, Board members and Board committees
– Recognition of a Board member as independent
– Reviewing requirements for nominees to the Board of Directors of MMK and assessment criteria

To be a responsible, sustainable business (ESG)

Audit, risk and internal control

Our strategy

To be the best supplier

Areas of focus

Board Leadership and Company Purpose
– A progress report on the main aspects of MMK’s Sales Policy implementation (Consideration of the Key Development
Scenarios for the Industry and Sales Markets in 2021)
– Progress on MMK’s priority focus area: Strengthening the Position in Priority Markets: Sales. Right on Time
– A progress report on MMK and the MMK Group’s Procurement Policy implementation in 2019 and approval of the main
aspects of MMK’s and the MMK Group’s Procurement Policy for 2020:
– Progress on the strategic initiative implementation Procurement. Customer Focus. Value Creation
– Progress on MMK’s priority focus area implementation – Driving Operational and Functional Excellence: Material Flows
– Progress on MMK’s priority focus area implementation – Driving Operational and Functional Excellence: MMK Industry 4.0
– A progress report on MMK’s Environmental Programme implementation in 2020. The MMK Group’s Environmental Policy in 2020:
– Progress on the Clean City strategic initiative
– A progress report on the implementation of the HR policy across MMK and the MMK Group in 2019 and approval of HR
priorities for MMK and the MMK Group for 2020:
– Progress on MMK’s priority focus area – Development of Professional Competence (and Corporate Culture): Implementation
of the strategic initiative: Human Resources Potential in Improving MMK’s Operational Efficiency
– Progress on MMK’s priority focus area – Social Strategy: Implementation of the strategic initiative: Promotion of Employee
Well-Being
– Progress on MMK’s priority focus area – Safe Production: Implementation of the strategic initiative: Zero Tolerance of
Safety Violations
– Approval of MMK’s 2019 Sustainability Report
–
–
–
–
–
–

Reports by MMK’s CEO on the activities of MMK for the respective periods of 2020
Approval of the 2019 Report of the Board of Directors on the Results of MMK’s Priority Activities
Approval of the updated portfolio of strategic objectives to 2025
Adoption of a decision on transactions in line with Clause 11.18.31 of MMK’s Charter
Review and approval of interested party transactions
Reviewing claims of members of MMK’s Board of Directors and members of MMK’s Management Board in line with
Paragraph 1 of Article 83 of the Federal Law on Joint Stock Companies

Division of responsibilities
– Reviewing matters relating to the convening of, and preparation for, MMK’s Annual General Meeting and MMK’s
Extraordinary General Meetings
– Establishment of the Management Board, the Company’s collective executive body
– Permission issued to members of the collective executive body, MMK’s Management Board, to serve on governing bodies
of other companies
– Preliminary approval of MMK’s Annual Report 2019
– Approval of new revisions of MMK’s internal documents, including:
– Regulations on the MMK Board of Directors’ Committees
– The MMK Group’s Code of Ethics

Strategy

– Status on delivery of MMK’s dividend policy
– Operation of the economic security system at MMK and the MMK Group in 2019
– Overviewing the MMK Group’s policy for borrowing and placement of funds in 2019 and approval of the main aspects of the
MMK Group’s policy for borrowing and placement of funds for 2020
– Financial and business results of MMK and the MMK Group for the relevant reporting periods, benchmarking of MMK’s KPIs
against its major peers and approval of the financial and business plan (budget) for MMK and the MMK Group for FY 2021
– A report on MMK’s priority focus area – Cybersecurity
– Determining the amount of payment for the services of the MMK auditor. Recommendations to the MMK Annual General
Meeting on the options for MMK’s auditor
Remuneration
– A report on achievement of company-wide KPIs in 2019
– Discussion of a forecast for KPI achievement in 2020. Approval of company-wide KPIs for 2021
– Recommendation for the Annual General Meeting regarding the remuneration and compensation payable to members of
MMK’s Board of Directors

MMK Executive bodies
MMK has two executive bodies: the Management Board is the collective
executive body, and the CEO is the sole executive body.
They are governed by the Regulations on the Collective Executive Body
– the Management Board, and the Regulations on the Sole Executive
Body – the CEO of MMK.
The executive bodies regularly report at meetings of the Board of Directors
on their activities as per the plan approved by the Board of Directors.
The remit of the Company’s governing bodies is set out in the Charter
of MMK.
MMK Management Board
MMK’s Management Board manages the Company’s day-to-day
operations within its remit as specified in MMK’s Charter and the
Regulations approved by the Annual General Meeting.
The Management Board reports to the Board of Directors and Annual
General Meeting and is responsible for:

– Approving directives to MMK representatives at the Group
companies, the companies beyond the MMK Group in which MMK
holds shares and MMK’s private institutions in relation to passing
resolutions by respective general shareholders’ meetings and boards
of directors on approving charters (amendments and addenda to
charters), setting up and eliminating governing bodies, reorganisation,
liquidation, changing the shareholding or disposing of shares in other
organisations, approving transactions in line with Article 79 of the Law
and Article 45 of Federal Law of the Russian Federation On Limited
Liability Companies, except for transactions with MMK
– Approving activity plans of MMK’s Management Board.
In 2020, the Management Board held 32 meetings and reviewed the
following matters:
– Analysis of the MMK Group’s financial and business performance
– Key targets of the MMK Group’s financial and economic plan (budget)
– Reporting by the MMK Group companies on their operational,
economic, financial and business performance

– Reviewing the financial and economic plans (budgets) of the MMK
Group, the MMK Group companies and non-profit organisations
(private institutions) for the next financial year; forecasting the MMK
Group’s economic indicators

– Business processes across the MMK Group by business area

– Analysing the implementation of the financial and economic plans
(budgets) of the MMK Group, the MMK Group companies and
non-profit organisations (private institutions) and the achievement
of the MMK Group’s economic targets

– Approving directives to MMK representatives at the Group companies

– Reviewing interim (monthly, quarterly, semi-annual) and annual
reporting on operational, economic, financial and business
performance of the MMK Group and non-profit organisations (private
institutions) by the CEOs of the Group companies and organisations
– Passing resolutions on MMK changing the shareholding, acquiring or
disposing of shares in other organisations (except for those specified
in Article 48, Paragraph 1.18 of the Russian Federal Law On Joint
Stock Companies)
– Approving MMK representatives at the Group companies and the
companies beyond the MMK Group in which MMK holds shares,
based on the recommendation of the CEO

– Implementation of strategic initiatives
– Changing the shareholding and disposing of shares in other
organisations
– Approving MMK representatives at the Group companies and
directives to MMK representatives at the Group companies
– Approving the activity plan of MMK’s Management Board.
CEO
The Company’s CEO acts on behalf of MMK and represents its interests
in accordance with the relevant Charter and Regulations.
The CEO manages MMK’s day-to-day operations and regularly reports
to the Board of Directors in accordance with the approved schedule of
meetings.
The CEO is elected (appointed) by the Annual General Meeting for four
years and may be re-elected (reappointed) an unlimited number of terms.
More information about Pavel Shilyaev on page 120.
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Board focus in 2020
In 2020, the Board of Directors discussed the following matters related to our strategy and the requirements of the Federal Law on Joint Stock
Companies, MMK’s Charter, the Corporate Governance Code of the Bank of Russia, and the UK Corporate Governance Code:
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MMK’s Management Board
as at 31 December 2020

The Board of Directors has four committees:
– Audit Committee

Composition of the Management Board (14 members)

– Nomination and Remuneration Committee

Chair
Pavel Shilyaev (born in 1970) – MMK’s CEO; member of the
Management Board since 25 May 2012.

– Strategic Planning Committee
– Health, Safety and the Environment Committee (set up in 2019 to address the sustainability matters that have become increasingly important)
The Board committees were set up to improve the Board’s performance, review critical matters within its competence and prepare respective
recommendations. The committees are governed by the Regulations on Committees of the Board of Directors of MMK.

Members of the Management Board
Andrey Eremin (born in 1972) – Economics Director;
member of the Management Board since 25 May 2012.

The committees submit performance reports to the Board of Directors no later than 30 business days prior to the date of the Annual General Meeting.
The current composition of the committees is aligned with the Russian and UK Corporate Governance Codes, Listing Rules of the Moscow Exchange
and MMK’s internal documents.

Nikolay Zvyagin (born in 1969) – Head of Business
Development; member of the Management Board since
17 January 2020.

Name
Pavel Chereshenkov

Oleg Kiykov (born in 1961) – Human Resources Director;
member of the Management Board since 25 May 2012.

Experience
Mr Chereshenkov joined the MMK Office of the Corporate
Secretary in 2005.

Pavel Kravchenko (born in 1975) – Security Director;
member of the Management Board since 2 September 2016.
Sergey Krivoshchekov (born 1961) – Corporate Matters and
Social Programmes Director; member of the Management Board
since 25 May 2012.
Alexey Kuzmin (born in 1977) – Head of Domestic Sales;
member of the Management Board since 9 February 2016.
Sergey Nenashev (born in 1979) – Commercial Director;
member of the Management Board since 13 February 2015.
Maria Nikulina (born in 1983) – Head of Financial Resources;
member of the Management Board since 11 November 2016.
Vladimir Ruga (born in 1970) – Deputy CEO for External
Communications; member of the Management Board since
25 May 2012.
Sergey Unru (born in 1968) – Deputy CEO for Production;
member of the Management Board since 3 September 2020.
Vadim Feoktistov (born in 1969) – Chief Information Technology
Specialist; member of the Management Board since 1 August 2018.
Sergey Shepilov (born in 1971) – Chief Legal Officer;
member of the Management Board since 25 May 2012.
Grigory Schurov (born in 1976) – Occupational Health,
Industrial Safety and the Environment Director; member of the
Management Board since 24 March 2017.

Qualifications
Degree in Metals Engineering from Magnitogorsk Institute
of Mining and Metallurgy.
Degree in Economics Management from Ural Academy of
Public Administration.
Member of the National Association of Corporate Secretaries.
Recognised as one of the 25 Best Corporate Governance
Directors/Corporate Secretaries ranking in the Director of the
Year National Award (2020).
Acknowledged as one of the Top 1,000 Russian Managers ranking
in the Best Corporate Governance Director category (2020).
The Corporate Secretary ensures efficient ongoing interaction with
shareholders, coordinates MMK’s efforts to protect shareholder
rights and interests, and supports the efficient performance of the
Annual General Meeting, Board of Directors and its committees.
The Corporate Secretary is appointed on an annual basis and
can be removed by the CEO based on the decision of the Board
of Directors.
The Corporate Secretary’s functions, rights and duties are outlined
in the Regulations on the Corporate Secretary of MMK approved
by the Board of Directors.
The Corporate Secretary is guided by Russian laws, MMK’s
Charter, internal documents, Resolutions of the Annual General
Meeting and the Board of Directors.
Pavel Chereshenkov has been the Corporate Secretary of
MMK since 2017.

* Sergey Semenov served on the Management Board until 17 January 2020,
Oleg Shiryaev – until 3 September 2020.

Audit Committee

Nomination and
Remuneration Committee

Strategic Planning Committee

Chair – independent director

Chair – independent director

Common terms for all committees

The committee consists of
independent directors

The majority are independent
directors, and one is a
non‑executive director

None of the Board members serves on more than two committees at once

The committee has an independent
director who has knowledge and
expertise in preparing, analysing,
assessing and auditing accounting
(financial) statements

None of the Board members chairs more than one committee at once

Executive directors
Non-executive directors
Independent directors
Participation in committee meetings
Name

Audit Committee

Nomination and
Remuneration Committee

Strategic Planning Committee

Victor Rashnikov

5/5

Andrey Eremin

5/5

Kirill Levin

7/7

Valery Martsinovich

5/5

Tav Morgan

7/7

Nikolay Nikiforov

7/7

Significant transactions
No.

Name

Position

Transaction date

Subject matter
of the transaction

Category (type)
of shares

1

Maria Nikulina

Member of the Management Board
of MMK

9 January 2020

Acquisition of shares

Ordinary
registered shares

4,700

2

Pavel Shilyaev

Member of the Board of Directors
of MMK;

3 March 2020

Acquisition of shares

Ordinary
registered shares

41,300

member of the Management Board
of MMK;
CEO of MMK

Number of shares

5/5
5/5
5/5

Olga Rashnikova ¹
Zumrud Rustamova

Health, Safety and the
Environment Committee

5/5

5/5
5/5

3/5
5/5

Sergey Ushakov

5/5

Pavel Shilyaev

5/5

1 Olga Rashnikova has been a member of the Board’s Health, Safety and the Environment Committee since 5 June 2020.

Information on transactions to acquire or dispose of shares in MMK by the sole executive body, members of the collective executive body and/or
members of the Board of Directors.

Health, Safety and the
Environment Committee

5/5
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Committee functions
The Strategic Planning Committee reviews and prepares
recommendations on matters within the Board’s competence related to
strategic planning, corporate governance, economics, finance, MMK’s
credit and dividend policies.

Committee functions
The Health, Safety and the Environment Committee of MMK’s Board
of Directors reviews and prepares recommendations on matters within
the Board’s competence related to health, safety and environmental
(HSE) matters.

Regulations on the MMK Board of Directors’ Committees were approved
by the MMK Board of Directors on 24 December 2020.

Regulations on the MMK Board of Directors’ Committees were approved
by the MMK Board of Directors on 24 December 2020.

Key agenda items
In 2020, the Strategic Planning Committee reviewed the following matters:

Key agenda items
In 2020, the Health, Safety and the Environment Committee reviewed the
following matters related to MMK’s HSE activities:

In budgeting and financing:
– Financial and economic performance of MMK and the MMK Group
in the reporting period and benchmarking KPIs versus major peer
companies

In occupational health and industrial safety policy:
– Investigation of the circumstances of accidents and incidents, reports
on the Company’s main safety initiatives

– Approval of MMK’s and the MMK Group’s financial and economic
plan (budget) for FY 2021

Members and meeting attendees
Members and number of meetings attended

Committee Chair
Victor Rashnikov (non-executive director)
(100%)
Composition of the committee
Andrey Eremin (executive director)
(100%)
Nikolay Nikiforov (independent director)

In strategic management:
– Implementation of key initiatives under:
– MMK’s and the MMK Group’s Procurement Policy in 2019 and
approval of the main aspects of MMK’s and the MMK Group’s
Procurement Policy for 2020
– The MMK Group’s policy for borrowing and placement of funds
in 2019 and approval of the main aspects of the MMK Group’s
policy for borrowing and placement of funds for 2020
– MMK’s Sales Policy and considering the key development
scenarios for the industry and sales markets in 2021.
– Implementation of strategic initiatives:
– Promotion of Employee Well-Being

(100%)

– Sales: Right on Time

Olga Rashnikova (non-executive director)

– MMK Industry 4.0

(100%)
Sergey Ushakov (executive director)
(100%)
Pavel Shilyaev (executive director)
(100%)

“The Strategic Planning Committee takes a
high-level view of strategic matters such as
corporate governance, investment and other
financial policies and supports the Board
of Directors in identifying and articulating
the Group’s purpose, vision and
strategic direction.”
Victor Rashnikov, Chair of the Strategic Planning Committee

– Procurement. Customer Focus. Value Creation
– Material Flows
– Implementation of the Cybersecurity priority initiative
– Updating the portfolio of strategic objectives to 2025
In corporate governance:
– Convening the Annual General Meeting
– Preliminary approval of the annual report and annual accounting
(financial) statements of MMK for 2019
– Approval of the 2019 Report of the Board of Directors on the Results
of MMK’s Priority Activities
– Approval of the Report on MMK’s Interested Party Transactions
in 2019

– COVID-19 response measures

Members and meeting attendees
Members and number of meetings attended

Committee Chair
Tav Morgan (independent director)
(100%)
Composition of the committee
Valery Martsinovich (independent director)
(100%)
Olga Rashnikova 1 (non-executive director)
(60%)
Zumrud Rustamova (non-executive director)
(100%)
Sergey Ushakov (executive director)
(100%)
1 Olga Rashnikova has been a member of the Board’s Health, Safety and
the Environment Committee since 5 June 2020.

“Health, Safety and the Environment are
increasingly at the heart of MMK. These are
the factors that determine the sustainability of
our business and our strategy is predicated
on them. We are setting ourselves ever more
challenging targets in this field and the
HSE Committee is committed to delivering
on them.”
Tav Morgan, Chair of the Health, Safety and the
Environment Committee

– Implementation of Safe Production: Zero Tolerance of Safety Violations
strategic initiative
– 2019 occupational health and safety performance
– Following the schedule of occupational health and safety initiatives in
2020, preparing a 2021 activity plan
– Reviewing the draft Occupational Health and Safety Policy based on
ISO 45001:2018 and recommendations from Deloitte & Touche CIS
In environment:
– Improving the environmental management system in 2019
– Implementation of the Environmental Programme in 2020 and the
MMK Group’s Environmental Policy in 2020. Implementation of the
Clean City strategic initiative
– Following the schedule of environmental safety activities in 2020
Preparing 2021 – 2025 activity plan
In sustainability:
– Preparing the draft 2019 Annual Report
– Approval of 2019 Sustainability Report

G OV E R N A N C E

Strategic Planning Committee report
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Committee functions
The Audit Committee of MMK’s Board of Directors reviews and prepares
recommendations on financial and economic matters within the Board’s
competence, including assessing the independence of MMK’s auditor
and the absence of conflicts of interest, as well as assessing the audit of
financial reporting and the reliability and effectiveness of the risk
management and internal control systems.
Regulations on the MMK Board of Directors’ Committees were approved
by the MMK Board of Directors on 24 December 2020.
Key agenda items
In 2020, the Audit Committee reviewed the following matters:
In external audit:
– The auditor’s report by PricewaterhouseCoopers Audit on the audit
results of MMK’s accounting (financial) statements (in accordance with
RAS and IFRS) for 2019, including the quality assessment of the audit

Members and meeting attendees

– Reports and draft auditor’s reports by PricewaterhouseCoopers Audit
on the audit results of MMK’s consolidated financial statements
(in accordance with IFRS) for 2020

Members and number of meetings attended

– The amount of remuneration to MMK’s auditor

Committee Chair
Kirill Levin (independent director)

– MMK’s auditor for 2021 (including the assessment of the potential
external auditor’s independence, objectivity and absence of a conflict
of interest)

(100%)
Composition of the committee
Tav Morgan (independent director)
(100%)
Nikolay Nikiforov (independent director)
(100%)

“The Audit Committee plays a key role in
ensuring the effective operation of the internal
audit function and in building its reputation as
a valuable part of the organisation. In turn,
the internal audit function helps the
Company to build and maintain its internal
controls and risk management by assessing
their effectiveness and reliability.”
Kirill Levin, Chair of the Audit Committee

– Rotation of the audit engagement to an audit partner of
PricewaterhouseCoopers
– Annual audit plan for MMK’s accounting (financial) statements
(in accordance with RAS and IFRS) for 2020
– Status of the audit engagement rotation to another audit partner of
PricewaterhouseCoopers
In internal audit:
– Report on the performance results of MMK’s Internal Audit Department
in 2020
– Review of the 2021 activity plan of MMK’s Internal Audit Department
In risk management and internal control:
– Monitoring materialisation of risks in 2019 and 2020
– The risk map for the MMK Group in 2020
– Incorporation of the Code of Business Ethics in the corporate culture
In countering misconduct by Group employees and third parties:
– The performance of the economic security system at MMK and
MMK Group in 2019

G OV E R N A N C E

Audit Committee report
Internal Audit Department
MMK has established an Internal Audit Department to provide informed,
independent and objective assurances and advice designed to add value
and improve performance.
The Head of the Internal Audit Department reports to the Audit Committee
of MMK’s Board of Directors and has an administrative reporting line
to the CEO, which ensures sufficient independence to perform internal
audit functions.
Internal audit helps MMK achieve its goals by bringing a systematic,
disciplined approach that evaluates and improves the effectiveness of risk
management, control and corporate governance processes.
The Internal Audit Department’s main functions are to:
– Perform independent and objective assessment of the reliability and
effectiveness of MMK’s internal control system in line with the
risk-based approach
– Develop recommendations to eliminate gaps identified during audits
and oversee their implementation
– Advise MMK’s management on the establishment and functioning of
the internal control system.
The effectiveness of the internal control system is assessed based on
continuous monitoring of efficient and reasonable use of resources, asset
integrity and compliance with laws and MMK’s internal regulations, as
well as the results of measures taken to eliminate violations and gaps and
improve the internal control system.
Audits of the risk management system’s effectiveness cover:
– The completeness and correctness of risk identification and assessment
by MMK’s management (across all management levels)
– Effectiveness of control procedures and other risk management measures
– Analysis of information about materialised risks.

The Head of the Internal Audit Department takes part in Audit
Committee meetings on a quarterly basis to inform the Committee on:
– the proposed annual activity plan of the Internal Audit Department,
which takes into account prioritised risk-focused key business
processes and controls, as well as the macroeconomic environment
and available resources
– the progress on the plan (including information on significant risks,
violations/gaps, results and the status of implementation of the Internal
Audit Department’s recommendations and proposals) and challenges
faced by the Department
– the assessment of the adequacy and maturity of elements of MMK’s
internal control and risk management systems for effective risk
management.
The Internal Audit Department is guided by:
– International Standards for the Professional Practice of Internal Auditing
– the Code of Ethics for internal auditors
– MMK’s internal documents on internal audit.
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Committee functions
The Committee for Nominations and Remuneration of MMK’s Board
of Directors reviews and prepares recommendations on matters within
the Board’s competence related to MMK’s priorities for its HR policy,
succession planning, the professional competence of nominees to the
Board of Directors, executive bodies and other key executives, as well
as remuneration to members of MMK’s governing bodies and other
key executives.
Regulations on the MMK Board of Directors’ Committees were approved
by the MMK Board of Directors on 24 December 2020.
Key agenda items
In 2020, the Nomination and Remuneration Committee reviewed the
following matters:

Members and meeting attendees
Members and number of meetings attended

Committee Chair
Valery Martsinovich (independent director)
(100%)
Composition of the committee
Kirill Levin (independent director)
(100%)
Zumrud Rustamova (non-executive director)
(100%)

“The Nomination and Remuneration
Committee protects the interests of all
stakeholders by ensuring that MMK is
able to attract and retain the best people
and that they in turn are rewarded at an
appropriate level for their contribution
of the Company’s success.”
Valery Martsinovich, Chair of the Nomination and
Remuneration Committee

In the Company’s HR policy, succession planning, the professional
competence of nominees to the Board of Directors, executive bodies
and other key executives:
– Implementation of priority HR initiatives in MMK and the MMK Group
in 2019 and approval of HR priorities for MMK and the MMK Group
for 2020
– Development of professional competence (and the corporate culture)
as a priority area of MMK
– Implementation of the Human Resources Potential in Improving MMK’s
Operational Efficiency strategic initiative
– Reviewing requirements of and assessment criteria nominees to
the Board of Directors of MMK
– Shareholders’ proposals for nominations to MMK’s Board of Directors
and preparing the list of nominees for voting by the Board of Directors
– Recognition of Board members as independent
– Performance evaluation (self-evaluation) of MMK’s Board of Directors,
Board members and Board committees
In building an efficient remuneration system for the Board of Directors,
executive bodies and other key executives:
– Preparing recommendations on the amount of remuneration and
compensation paid to members of MMK’s Board of Directors
– Achievement of KPIs in 2019
– Forecast for KPI achievement in 2020. Approval of Company-wide
KPIs for 2021

G OV E R N A N C E

Nomination and Remuneration
Committee report
Remuneration of Board members and the Management Board
Remuneration of Board members
In determining the level of remuneration payable to members of the
Board of Directors, the Company is guided by the need to offer sufficient
motivation to retain high-skilled specialists as well as by the interests of
shareholders and other stakeholders.
MMK pays annual remuneration to members of the Board of Directors
and reimburses their documented additional expenses during their term
of office. The amount of remuneration and reimbursement payable to
Board members is determined annually and approved by the Annual
General Meeting based on recommendations of the Nomination and
Remuneration Committee. The Regulations on Remuneration and
Compensation of Expenses of Members of the Board of Directors of
MMK sets out the remuneration amount, payment terms and procedure.
The amount of annual remuneration is stipulated by relevant agreements
with Board members as prescribed by the Regulations on the Board of
Directors of MMK. It reflects the expected time and effort necessary to
prepare for, and participate in, meetings of the Board of Directors.
Reimbursement to Board members covers the following expenses:
– Travelling to meeting venues
– Accommodation for the duration of meetings
– Communication and postal services
The Company’s Annual General Meeting, held on 29 May 2020,
approved the amount of remuneration and compensation to members of
the Board of Directors in the total amount of $1.1 million (RUB80 million).
The actual amount of remuneration and compensation of expenses to
members of the Board of Directors of MMK for 2020 was $888,100.
Types of payments to the Board of Directors in 2020, $’000
Annual remuneration for service
on governing bodies
Reimbursement of expenses

2019

2020

945.5

872.7

24.9

15.4

Remuneration of Management Board members
MMK pays no additional remuneration to members of the Management
Board for performing their duties, or reimbursement of related expenses.
Members of the Management Board are paid salaries for the
performance of official duties at MMK, which consists of fixed and
variable parts. The variable part is based on the Company’s performance
and personal contribution to this performance by members of the
Management Board.
In 2020, the salary of the members of the Management Board for the
performance of their official duties at MMK amounted to $4.3 million.
Payments to the Management Board in 2019 – 2020, $’000
Salary
Annual bonus

2019

2020

3,705.6

3,079.6

33.1%

28.9%

Remuneration of MMK’s CEO includes a monthly salary and an annual
bonus. Its amount reflects the qualifications of the CEO and takes into
account the contribution he made to the achievement of financial results
of the Company. The CEO has the right to receive a bonus, which is paid
at the end of the year in accordance with the decision of the Nomination
and Remuneration Committee of the Board of Directors and the Board of
Directors. According to the current system of key performance indicators
(KPIs), the amount of the CEO’s bonus depends on the achievement of
performance results.
The KPIs of the CEO include the financial and production results of the
Company, indicators of operational efficiency and sustainable
development, including employees’ safety.
The Company deems the remuneration payable to the members of the
Management Board sufficient to attract, motivate and retain competent
skilled specialists and to ensure that they exercise their rights and fulfil their
duties in good faith in the best interests of MMK.
Members of the Management Board hold shares in MMK, which drives
alignment of their financial interests and their commitment to achieving set
targets. For more details on share ownership, see the Information on
MMK’s Management Board section on pages 122 – 123.
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Information for shareholders
and investors
MMK has an active programme of engagement with the investment community
and particularly with shareholders and potential shareholders.

“We want to cultivate constructive, open relationships with the
investment community and we are keen to hear back from analysts
and investors about how we can improve our communications and
interactions with them.”
Veronika Kryachko, Head of IR

Changes in equity during the year
MMK’s authorised capital comprises 11,174,330,000 ordinary registered shares with a par value
of RUB 1 each. All shares are outstanding.
As at 30 November 2020 (record date for the 25 December 2020 Extraordinary General
Shareholders’ Meeting), the Company had 72,508 shareholders.

MMK’s dividend policy is based on the balance between shareholder
interests and the Company’s requirements for further growth and
technological upgrades.

In making recommendations on the dividend amount, the Board of
Directors may also use other metrics in addition to free cash flow calculated
based on MMK’s IFRS consolidated financial statements. Such indicators
may include net profit as reported in MMK’s IFRS consolidated financial
statements or net profit as reported in MMK’s financial statements
prepared in accordance with Russian Accounting Standards.

In making recommendations on the dividend amount, the Board of
Directors is guided by the following principles:
– Dividend payment will be not less than 100% of free cash flow if
Net Debt to EBITDA ratio < 1

The Regulations on the Dividend Policy are posted on MMK’s website.

– Dividend payment will be not less than 50% of free cash flow if Net Debt
to EBITDA ratio > 1

USA 30%

Russia 8%

UK 26%

Other Europe 9%

Netherlands 11%

Rest of world 4%

As a % of free float, excluding retail investors

Share capital structure as at 30 November 2020
Stake in the
authorised capital, %

Mintha Holding Limited ¹
The Bank of New York Mellon ²
Others
Total

84.26
2.69
13.05
100

1 Victor Rashnikov, Chairman of MMK’s Board of Directors, is the beneficiary of Mintha Holding Limited.
2 Beneficiaries are holders of global depositary receipts traded on the London Stock Exchange.

MMK’s management is not aware of any shareholders holding over 5% of the Company shares
other than those disclosed above.

In 2020, by resolutions of the Annual General Meeting, dividends were
declared for FY2019, 1H and 9M 2020:

Reporting period

FY2019

1H 2020

9M 2020

Recommendations of MMK’s
Board of Directors to MMK’s
Annual General Meeting on the
amount of dividend payments

On 4 February 2020, MMK’s
Board of Directors recommended
to approve a dividend of
RUB 1.507 per share

On 28 July 2020, MMK’s Board
of Directors recommended to
approve a dividend of RUB 0.607
per share

On 21 October 2020, MMK’s
Board of Directors recommended
to approve a dividend of
RUB 2.391 per share

Result of the vote to approve
the dividend

On 29 May 2020, the Annual
General Meeting of MMK
approved the dividend
recommended by MMK’s Board
of Directors

On 11 September 2020, the
Extraordinary General Meeting
of MMK approved the dividend
recommended by MMK’s Board
of Directors

On 25 December 2020, the
Extraordinary General Meeting
of MMK approved the dividend
recommended by MMK’s Board
of Directors

Payment of dividends to
nominee holders and trustees

1 July 2020

7 October 2020

26 January 2021

Payment of dividends to other
shareholders of record

22 July 2020

28 October 2020

15 February 2021

Year for which
dividend was declared

Sweden 11%

Name

MMK declares dividends on an annual basis, and the Company aims
to pay out dividends on a quarterly basis (for Q1, 1H and 9M of the
reporting year) provided that its current financial position is stable.

MMK’s five-year dividend history1

Geographical distribution of MMK shareholders in 2020 ¹

1

Report on the dividend policy on MMK shares
MMK’s Board of Directors approved the current Regulations on the
Dividend Policy of MMK on 13 November 2019 (Minutes No.8).

Dividend
amount per
share, RUB

2016
(for 1H and FY)

1.962

2017
(for 1H, 9M and FY)

2.786

2018
(for Q1, 1H, 9M and FY)

5.902

2019
(for Q1, 1H, 9M and FY)

5.335

2020
(for 1H and 9M)

2.998

Dividends accrued, millions

21,924

RUB

375

USD

31,132

RUB

520

USD

65,951

RUB

1,007

USD

59,615

RUB

911

USD

33,501

RUB

447

USD

1 Accrued for the calendar year in accordance with the dividend policy.

MMK’s shares and global depositary receipts (GDRs)
As of 31 December 2020, MMK’s ordinary shares and GDRs were traded
on the Moscow Exchange and London Stock Exchange, respectively.
Global Depositary Receipts (GDRs) are issued in respect of ordinary
shares at a ratio of 13 registered ordinary shares per one GDR. The GDRs
are traded on the London Stock Exchange. The Company’s depositary
bank is The Bank of New York Mellon.
Securities traded on the stock exchanges (LSE, Moscow Exchange)
are fungible, so that ordinary shares may be converted into GDRs and
vice versa.
As of 31 December 2020, GDRs represented approximately 2.69% of
MMK’s share capital.
Stock exchange

Issuer code

Moscow Exchange

MAGN

LSE, London

MMK
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MMK ordinary shares and GDRs: Summary

CUSIP: ¹
– MOEX
– Regulation S GDRs
– Rule 144A GDRs

X5171A103
559189204
559189105

ISIN: ²
– MOEX
– Regulation S GDRs
– Rule 144A GDRs

RU0009084396
US5591892048
US5591891057

Moscow Exchange
(RUB/share)

Yearly high
Yearly low

MMK’s index membership
London Stock Exchange
($/GDR)

2019

2020

2019

2020

47.015

59.09

9.60

10.40

35.19

31.225

7.01

5.07

Year-end price

41.95

55.815

8.66

9.75

Trading volume (million shares)

2,213

5,501

23

26

Index names

Index codes

Weight, %

Moscow Exchange indices
Moscow Exchange Index and RTS Index

IMOEX, RTSI

0.60

Metals and Mining Index

MOEXMM,
RTSmm

5.43

Broad Market Index

MICEXBMI,
RUBMI

0.51

MMK’s credit ratings

1 CUSIP (Committee on Uniform Security Identification Procedures) is an identification
number assigned to shares and used to facilitate clearing and settlement of trades.
2 ISIN (International Securities Identification Number) is an international share
identification code.

Analytical coverage
Analysts from leading Russian and international banks, including Bank of
America, Citibank, Goldman Sachs, JPMorgan Chase & Co., Sberbank
CIB and VTB Capital, provide regular coverage of MMK.

The Company has credit ratings from each of the three major ratings
agencies: Fitch Ratings, Moody’s, and S&P Global Ratings.
MMK maintained investment-grade credit ratings in 2020, with S&P
Global Ratings upgrading its outlook on the Company:
– On 20 November 2020, S&P Global Ratings revised the outlook to
stable from positive and affirmed MMK’s long-term credit rating at BBB-.
Fitch Ratings

Moody’s

BBB

Baa2

BBB-

Stable

Stable

Stable

3 April 2020 12 February 2019

20 November
2020

Credit rating
Outlook
Last rating action

S&P Global Ratings

For more details, see MMK’s website.
Information on the Company’s Registrar
Registrar Company STATUS (indefinite licence No.10-000-1-00304
issued by the Russian Federal Financial Markets Service on 12 March
2004) is responsible for maintaining MMK’s shareholder register.
The Registrar’s registered office is located at Ring Park Business Centre,
23 Novokhokhlovskaya St., Bld. 1, Moscow, 109052, Russian Federation.
Tel.: +7 495 280 0487
E-mail: office@rostatus.ru

Share prices and trading volumes on the London Stock Exchange in 2020

9.00

4

8.00

3

7.00

2

Investor relations
Communications and dialogue
One of MMK’s top priorities is to ensure there is an open line of
communication between itself and its investors and shareholders, with the
Company’s management maintaining a dialogue with the investment
community by:

6.00

1

– Attending and participating in international conferences and forums,
including online

5.00

0

– Holding presentations, conference calls and webcasts to review the
market situation and discuss the Company’s results

Apr 20

Source: LSE, Bloomberg

May 20

Jun 20

Trading volume, $ million

Jul 20

Aug 20

Sep 20

Oct 20

Nov 20

Dec 20

– Holding regular face-to-face and online meetings.

GDR price, $/GDR

Share prices and trading volumes on the Moscow Exchange in 2020
RUB million 12,000

60.00 RUB

55.00

10,000

50.00

8,000

45.00

6,000

40.00

4,000

35.00

2,000

30.00

0
Jan 20

Source: MOEX, Bloomberg

Feb 20

Mar 20

Apr 20

May 20

Jun 20

Trading volume, RUB million

The event, which ran for an hour and a half, was watched by
more than 3,500 people and was live-streamed on the MMK
website, YouTube and Facebook. We received more than
40 questions, some of which were answered during the live stream
by the speakers.

Tel.: +7 3519 25 6022/25 6023

5

Mar 20

We used our imagination to create an event that was interactive,
presented in an objective manner and could be live-streamed, with
real time questions and answers between the presenters and the
audience. The best available technology helped us to stage the
virtual event. The concept was that of a fireside chat between the
Chair and the CEO, moderated by an industry expert and followed
by questions – in real time – from the virtual floor.

212 Karla Marksa Avenue, 455008, Magnitogorsk, Russian Federation

10.00

Feb 20

MMK’s Capital Markets Day (CMD) has long been an important
part of our relationship-building with the investor community and is
particularly appreciated by minority shareholders as it gives them
direct contact with our leadership team and the opportunity for
open dialogue with MMK’s core shareholder. COVID-19
presented us – along with companies all over the world – with the
challenge of how to maintain this contact with our investment
community given the restrictions imposed by the global pandemic.
It quickly became clear that 2020’s CMD would not happen in
person, and our challenge was to find a way to ensure that the
virtual event would engage our investors’ interest and give them
what they wanted.

Magnitogorsk Branch of STATUS:
$ million 6

11.00 $

Jan 20

MMK Online

Jul 20

Aug 20

Share price, RUB/share

Sep 20

Oct 20

Nov 20

Dec 20

In 2020, MMK participated in a total of 14 conferences and seven
non-deal roadshows (NDRs). In order to improve investors’ understanding
of the Company and to cultivate a dialogue with potential and existing
retail investors, MMK broke new ground in 2020 and held three
conferences between the Company’s top management and retail
investors.
During the year, MMK conducted more than 179 meetings and calls
with investors.
On 8 December 2020, the Company held its Capital Markets Day
online, with streams available in Russian and English on the event’s website
MMK Online as well as on MMK’s official Facebook page and YouTube
channel. This event was extremely well received by the international
investment community.
The stream recording is available at the event website.

Board oversight
The Board receives reports from the investor relations team covering key
investor meetings and activities, shareholder and investor feedback and
Board members see analyst reports as they arise. In 2020 the Company
conducted a perception study among the investment community. This was
designed to improve the Board’s understanding of investors’ opinions
about the long-term development strategy of the Company, the quality of
its corporate governance, information disclosure in the area of sustainable
development and other key issues. The survey results were presented to
the Board of Directors.

G OV E R N A N C E
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Information disclosure
MMK ensures that any material information is communicated to all
interested parties at the same time.
Information is disclosed primarily through the following channels:
London Stock Exchange website: the Company publishes information
that could potentially affect the price of its GDRs/shares.
MMK’s website: MMK regularly publishes updates on its activities and
press releases about important corporate events as well as financial and
operating results.
– The Company also publishes its Annual Report on its website
every year.
– For more details, see the Investors’ page on MMK’s website.

MMK’s corporate website is among
top-3 websites for IR communication
Investment Company BCS World of Investments awarded MMK’s
corporate website third place in the award category for websites
demonstrating best practice in communication with the investment
community.

Best IR Video

MMK’s management confirms that, to the best of its knowledge:
The financial statements prepared in accordance with International Financial Reporting Standards give a true and fair view of the assets, liabilities,
financial position and profit or loss of MMK and the undertakings included in the consolidation taken as a whole.
The management report includes a fair review of the development and performance of the business and the position of MMK and the undertakings
included in the consolidation taken as a whole, together with a description of the principal risks and uncertainties that they face.
In preparing this report, MMK was guided by GRI and SASB standards, as well as by recommendations for businesses on integrating SDGs into
their reporting.
The Annual Report was reviewed and pre-approved by MMK’s Board of Directors at its meeting of 23 April 2021.

The Russian Association of Communication Directors and Corporate
Publishing awarded MMK’s Investor Day 2020 video the prize
“The Best IR-Video.

E-mail: the Company keeps investors up to date on its activities by
sending out:
– Press releases on important corporate events and financial and
operating results
– Metals and raw materials market overviews by the Company’s
strategy and IR teams
– Short monthly overviews of key matters discussed at meetings
and conferences held with investors
You can contact our Investor Relations team by e-mail at ir@mmk.ru.
Telegram channel: MMK has launched a channel both in English and
Russian languages to provide timely and accurate information on its investor
relations activities (key matters discussed at meetings with investors;
summaries of conference calls with top management) and its public
relations activities (videos, official comments, etc.).
Smart-Lab website: the Company launched its corporate blog to
provide timely and accurate information on its IR and PR activities.
Social media: MMK also uses social media as an additional channel
of information disclosure. Company and industry news and publications
in the Russian and foreign media can be found on our official pages on:
– Facebook
– Twitter
– YouTube
– Instagram
Financial calendar 2021
Activity

Date

Q4 2020 trading update

26.01.2021

MMK Q4 2020 financial results under IFRS

02.02.2021

Q1 2021 trading update

14.04.2021

MMK Q1 2021 financial results under IFRS

21.04.2021

Q2 2021 trading update

14.07.2021

MMK Q2 2021 financial results under IFRS

22.07.2021

Q3 2021 trading update

13.10.2021

MMK Q3 2021 financial results under IFRS

21.10.2021

Pavel Shilyaev
CEO of MMK
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Consolidated financial statements
for the year ended 31 December 2020

For the year ended 31 December 2020
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General information
Adoption of new or revised standards and interpretations
Basis of preparation
Significant accounting policies
Critical accounting judgements and key sources of estimation uncertainty
Revenue
Segment information
Cost of sales
General and administrative expenses
Selling and distribution expenses
Other operating expense/(income), net
Other expenses
Finance costs
Foreign exchange loss, net
Income taxes
Property, plant and equipment
Inventories
Trade and other receivables
Investments in securities and other financial assets
Cash and cash equivalents
Share capital
Long‑term borrowings
Site restoration provision
Defined contribution plans
Trade and other payables
Short‑term borrowings and current portion of long‑term borrowings
Related parties
Risk management activities
Capital management
Commitments and contingencies
Fair value of financial instruments
Events after the date of consolidated statement of financial position
Approval of the consolidated financial statements

Management is responsible for the preparation of consolidated financial statements that present fairly the financial position of Public Joint Stock
Company Magnitogorsk Iron & Steel Works and its subsidiaries (the “Group”) at 31 December 2020, and the results of its operations, cash flows
and changes in equity for the year then ended, in compliance with International Financial Reporting Standards (“IFRS”).
In preparing the consolidated financial statements, management is responsible for:

Consolidated financial statements for the year ended 31 December 2020
Consolidated statement of comprehensive income
Consolidated statement of financial position
Consolidated statement of changes in equity
Consolidated statement of cash flows

Statement of management’s
responsibilities for the preparation
and approval of the consolidated
financial statements
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– presenting information, including accounting policies, in a manner that provides relevant, reliable, comparable and understandable information;
– providing additional disclosures when compliance with the specific requirements in IFRS are insufficient to enable users to understand the impact
of particular transactions, other events and conditions on the Group’s financial position and financial performance; and
– making an assessment of the Group’s ability to continue as a going concern.
Management is also responsible for:
– designing, implementing and maintaining an effective and sound system of internal controls throughout the Group;
– maintaining adequate accounting records that are sufficient to show and explain the Group’s transactions and disclose with reasonable accuracy
at any time the financial position of the Group, and which enable them to ensure that the consolidated financial statements of the Group comply
with IFRS;
– maintaining statutory accounting records in compliance with statutory legislation and accounting standards;
– taking such steps as are reasonably available to them to safeguard the assets of the Group; and
– preventing and detecting fraud and other irregularities.
The consolidated financial statements for the year ended 31 December 2020 were approved for issuance on 1 February 2021 by:

P. V. Shilyaev
General Director
1 February 2021
Magnitogorsk, Russia

O. Y. Samoylova
Director of OOO MMK‑ACCOUNTING CENTER,
a specialised organisation, which performs the
accounting function for Public Joint Stock
Company Magnitogorsk Iron & Steel Works
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Independent Auditor’s Report
The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable assurance whether the consolidated
financial statements are free from material misstatement. Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the consolidated financial statements.
To the Shareholders and Board of Directors of Public Joint Stock Company Magnitogorsk Iron & Steel Works:

Our opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position of Public Joint Stock
Company Magnitogorsk Iron & Steel Works (the “Company”) and its subsidiaries (together – the “Group”) as at 31 December 2020, and the
Group’s consolidated financial performance and consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRS).

Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the overall Group materiality for the
consolidated financial statements as a whole as set out in the table below. These, together with qualitative considerations, helped us to determine the
scope of our audit and the nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, if any, both individually and
in aggregate on the consolidated financial statements as a whole.
Overall Group materiality

USD 37.3 million

How we determined it

2.5% of adjusted EBITDA of the Group (as disclosed in Note 7)

Rationale for the materiality benchmark applied

We chose adjusted EBITDA as the benchmark because, in our view, it is the benchmark against
which the performance of the Group is most commonly measured by users. We chose 2.5% which
is consistent with quantitative materiality thresholds used for profit-oriented companies in this sector.

What we have audited
The Group’s consolidated financial statements comprise:
– the consolidated statement of financial position as at 31 December 2020;
– the consolidated statement of comprehensive income for the year then ended;
– the consolidated statement of changes in equity for the year then ended;
– the consolidated statement of cash flows for the year then ended; and

Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated financial statements
of the current period. These matters were addressed in the context of our audit of the consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.
Key audit matter

How our audit addressed the key audit matter

– the notes to the consolidated financial statements, which include significant accounting policies and other explanatory information.

Impairment assessment of the Group’s non-current assets

Basis for opinion

The global pandemic and the introduction of quarantine measures to combat
coronavirus in Russia have had a significant impact on economic activity in the
second quarter of 2020. While the market conditions in the third quarter of
2020 were characterised by partial economy recovery in Russia and in a
number of countries and regions of the world, an increase in demand for steel
and the subsequent increase in market quotatio ns for steel products, financial
results of the Group declined in 2020 compared to 2019.

We obtained valuation models (discounted cash flow model) for cash generating
units (CGU), that are the Group’s operating segments, prepared by management
to determine the recoverable amount of the relevant non-current assets.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the consolidated financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Independence
We are independent of the Group in accordance with the International Code of Ethics for Professional Accountants (including International
Independence Standards) issued by the International Ethics Standards Board for Accountants (IESBA Code) and the ethical requirements of the
Auditor’s Professional Ethics Code and Auditor’s Independence Rules that are relevant to our audit of the consolidated financial statements in the
Russian Federation. We have fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA Code.

Our audit approach
Overview
Materiality

Group
scoping

Overall Group materiality: United States Dollar (“USD”) 37.3 million, which represents 2.5% of adjusted
earnings before interest, tax, depreciation and amortisation (adjusted EBITDA, as disclosed in Note 7).
– We conducted audit work at 2 reporting units, identified as significant components, in 2 countries.
– The Group engagement team visited the Company (Russia). The component engagement teams visited the
following locations – MMK Metalurji (Turkey) and MMK Steel Trade AG (Switzerland).
– Our audit scope addressed 88% of the Group’s revenues.
– Impairment assessment of the Group’s non-current assets.

Key audit
matters

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
consolidated financial statements. In particular, we considered where management made subjective
judgements; for example, in respect of significant accounting estimates that involved making assumptions and
considering future events that are inherently uncertain. As in all of our audits, we also addressed the risk of
management override of internal controls including, among other matters, consideration of whether there was
evidence of bias that represented a risk of material misstatement due to fraud.

As at 31 December 2020, the carrying amount of the Group’s non-current
assets (property, plant and equipment, intangible assets) is USD 4,581 million.
We focus on the impairment assessment of non-current assets of the Group due
to decline of the Group’s EBITDA in 2020 compared to 2019 in a context of
overall uncertainty of future market trends due to COVID-19 pandemic, that is
still in progress as of 31 December 2020, as the potential impairment indicator.

Our audit procedures related to management’s assessment of potential
non-current assets impairment included:
– analysis of the methodology used by management for the impairment test;
– examination of the mathematical accuracy of the valuation models;
– verification of the mathematical accuracy of input data, such as historical
information, used in the valuation models;
– identification and assessment of reasonableness of key assumptions such
as market prices growth rates, sales volumes and discount rates, and other
assumptions applied, whether these are in line with the approved budgets
for 2021 and external available sources (including macroeconomic
forecasts);

For impairment assessment the management reviewed the business performance
– reperformance of sensitivity analysis around the selected key assumptions to
and industry outlook and prepared calculations of the recoverable value of
ascertain the extent of change in those assumptions that would be required
non-current assets for each operating segment using the discounted cash flows
for the non-current assets to be impaired.
(DCF) models based on value in use.
Based on the above procedures, we found that the key assumptions and
Management has compared the recoverable amount of non-current assets of
judgements used for the assessment of impairment for the Group’s non-current
each operating segment, determined as the value in use, with the carrying
amount of these assets and concluded that no impairment should be recognised assets are reasonable and supported by the available evidence. Finally, we
compared the recoverable amount of the non-current assets related to operating
in respect of these assets as at 31 December 2020.
segments, determined as their value in use, with the carrying amount of these assets.
Refer to Note 7 ‘Segment information’ and Note 16 ‘Property, plant and
equipment’ for more information.
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Auditor’s responsibilities for the audit of the consolidated financial statements

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the consolidated financial statements
as a whole, taking into account the structure of the Group, the accounting processes and controls, and the industry in which the Group operates.

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial statements.

We identified that Public Joint Stock Company Magnitogorsk Iron & Steel Works, the parent company of the Group, and MMK Metalurji (Turkey)
required an audit as significant components due to their size.
We also performed audit procedures for individual financial statement line items on several subsidiaries of the Group. We selected these companies
for audit procedures on individual balances and types of transactions separately for each financial statement line item included in the scope of our
audit, considering the level of audit evidence obtained from the audit of the financial information of significant components, our assessment of risk
associated with these other companies and introducing the element of unpredictability. In addition, we have performed analytical procedures over
the remaining immaterial companies of the Group.
We determined the type of work for each component that needed to be performed by us in relation to the activity within the Russian Federation, or
by other PwC network firms operating under our instruction in relation to the activity outside the Russian Federation. Where the work was performed
by those other firms, we determined the level of involvement we needed to have in their audit work to be able to conclude whether sufficient
appropriate audit evidence has been obtained as a basis for our opinion on the Group’s consolidated financial statements as a whole.
Taken together, the audit work performed addressed 88% of the Group’s revenues. This gave us the evidence we needed for our opinion on the
Group’s consolidated financial statements as a whole.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism throughout the audit. We also:
– Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.
– Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.
– Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by
management.

Management is responsible for the other information. The other information comprises the Annual report and Issuer’s Report for the 1 Quarter 2021
(but does not include the consolidated financial statements and our auditor’s report thereon), which are expected to be made available to us after
the date of this auditor’s report.

– Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the Group to cease to continue as a going
concern.

Our opinion on the consolidated financial statements does not cover the other information and we will not express any form of assurance conclusion
thereon.

– Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and whether the
consolidated financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information identified above when it
becomes available and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated.

– Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group to express an
opinion on the consolidated financial statements. We are responsible for the direction, supervision and performance of the Group audit. We
remain solely responsible for our audit opinion.

When we read the Annual report and Issuer’s Report for the 1 Quarter 2021, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

Responsibilities of management and those charged with governance for the consolidated financial statements

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards applied.

Other information

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with IFRS, and for such
internal control as management determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

From the matters communicated with those charged with governance, we determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

The certified auditor responsible for the audit resulting in this independent
independent auditor’s
auditor’s report is Maxim
Maxim Matsiborko.
Matsiborko.
M.I. Matsiborko
certified auditor (licence No. 01-000203), AO PricewaterhouseCoopers Audit
1 February 2021
Moscow, Russian Federation

1 February 2021
Moscow, Russian Federation

M.I. Matsiborko
certified auditor (licence No. 01-000203), AO PricewaterhouseCoopers Audit

Audited entity: Public Joint Stock Company Magnitogorsk Iron & Steel Works

Independent auditor: AO PricewaterhouseCoopers Audit

Record made in the Unified State Register of Legal Entities on 12 August 2002 under State
Registration Number 1027402166835

Registered by the Government Agency Moscow Registration Chamber on 28 February 1992
under Nо. 008.890

Taxpayer Identification Number 7414003633

Record made in the Unified State Register of Legal Entities on 22 August 2002 under State
Registration Number 1027700148431

Kirova, 93, Magnitogorsk, Chelyabinsk region, Russia, 455000

Taxpayer Identification Number 7705051102
Member of Self-regulatory organisation of auditors Association “Sodruzhestvo”
Principal Registration Number of the Record in the Register of Auditors and Audit Organisations –
12006020338
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Consolidated statement of
financial position

For the year ended 31 December 2020

At 31 December 2020

(In millions of U.S. Dollars, unless otherwise stated)

Notes

Year ended
31 December
2020

Year ended
31 December
2019

Revenue

6

6,395

7,566

Cost of sales

8

(4,691)

(5,512)

1,704

2,054

9

(205)

(212)

Selling and distribution expenses

10

(492)

(549)

Change in expected credit loss, net

18

(2)

(10)

Other operating expense, net

11

(63)

(9)

942

1,274

Gross profit
General and administrative expenses

Operating profit
Finance income
Finance costs
Foreign exchange loss, net
Reversal/(accrual) of impairment and provision for site restoration

23

24

13

(44)

(38)

14

(129)

(13)

16, 23

66

(65)

Other expense
Profit before income tax
Income tax
Profit for the year

15

(68)

(87)

790

1,095

(186)

(239)

604

856

261

(164)

Other comprehensive (loss)/income
Items, that may be reclassified subsequently to profit or loss
Translation of foreign operations
Items, that will not be reclassified subsequently to profit or loss
Remeasurements of post employment benefit obligations
Effect of translation to presentation currency

–

(4)

(1,101)

738

Other comprehensive (loss)/income for the year, net of tax

(840)

570

Total comprehensive (loss)/income for the year

(236)

1,426

Profit attributable to:
Shareholders of the Parent Company
Non-controlling interests

603

850

1

6

604

856

Total comprehensive (loss)/income attributable to:
Shareholders of the Parent Company
Non-controlling interests

Basic and Diluted Earnings Per Share (U.S. Dollars)
Weighted average number of ordinary shares outstanding (in thousands)

(234)

1,417

(2)

9

(236)

1,426

0.054

0.077

11,174,330

11,174,330

(In millions of U.S. Dollars)

Assets
Non-current assets:
Property, plant and equipment
Right-of-use assets
Intangible assets
Investments in securities and other financial assets
Investments in associates
Deferred tax assets
Total non-current assets
Current assets:
Inventories
Trade and other receivables
Investments in securities and other financial assets
Income tax receivable
Value added tax recoverable
Cash and cash equivalents
Assets classified as held for sale
Total current assets
Total assets
Equity and liabilities
Equity:
Share capital
Share premium
Translation reserve
Retained earnings
Equity attributable to shareholders of the Parent Company
Non-controlling interests
Total equity
Non-current liabilities:
Long-term borrowings
Obligations under leases
Retirement benefit obligations
Long-term other payables
Site restoration provision
Deferred tax liabilities
Total non-current liabilities
Current liabilities:
Short-term borrowings and current portion of long-term borrowings
Current portion of obligations under leases
Current portion of retirement benefit obligations
Trade and other payables
Current portion of site restoration provision
Income tax payables
Liabilities of disposal groups classified as held for sale
Total current liabilities
Total equity and liabilities

P. V. Shilyaev
General Director
1 February 2021
Magnitogorsk, Russia

Year ended
31 December
2020

Year ended
31 December
2019

4,541
8
40
2
1
49
4,641

5,180
7
47
2
2
55
5,293

1,128
606
207
5
47
858
–
2,851
7,492

1,216
594
8
5
58
1,105
5
2,991
8,284

21

386
969
(6,295)
9,522
4,582
19
4,601

386
969
(5,458)
9,600
5,497
22
5,519

22

548
8
18
2
125
365
1,066

527
9
21
5
228
410
1,200

411
3
2
1,380
11
18
–
1,825
7,492

333
1
2
1,210
9
6
4
1,565
8,284

Notes

16

19
15

17
18
19

20

23
15

26

25
23

O. Y. Samoylova
Director of OOO MMK‑ACCOUNTING CENTER,
a specialised organisation, which performs the
accounting function for Public Joint Stock
Company Magnitogorsk Iron & Steel Works

F I N A N C I A L STAT E M E N TS

Consolidated statement of
comprehensive income

156

157

MMK
Integrated Annual Report 2020

Consolidated statement of cash flows
For the year ended 31 December 2020

For the year ended 31 December 2020
(In millions of U.S. Dollars)

Share
premium

386

969

Profit for the year

–

–

Other comprehensive income for the year, net of tax

–

Total comprehensive income for the year

–

(In millions of U.S. Dollars)

Notes

Balance at 1 January 2019

Decrease in non-controlling interests due to changes
of Group’s share in subsidiaries
Dividends

–
21

Balance at 31 December 2019

–
386

Total

Total equity

4,988

21

5,009

850

850

6

856

571

(4)

567

3

570

571

846

1,417

9

1,426

Retained
earnings

9,662

–

–
–
–
–
969

Profit for the year

Noncontrolling
interest

Translation
reserve

(6,029)

–
–
(5,458)

6
(914)
9,600

–

–

–

603

Other comprehensive loss for the year, net of tax

–

–

(837)

–

Total comprehensive loss for the year

–

Decrease in non-controlling interests due to changes
of Group’s share in subsidiaries
Dividends
Balance at 31 December 2020

21

–

(837)

603

–

–

–

1

–

–

–

(682)

386

969

(6,295)

9,522

604

856

6
(914)
5,497

(8)
–
22

(2)
(914)
5,519

Adjustments to profit for the period:
Income tax

186

239

8, 9, 10

484

510

16, 23

(66)

65

Finance costs

13

44

38

Loss on disposal of property, plant and equipment

11

66

13

Change in expected credit loss

18

2

10

Change in provision for legal claims

11

17

10

–

(1)

Depreciation and amortisation
Impairment losses and provision for site restoration

Change in fair value of investments in securities and other financial assets
Change in allowance for obsolete and slow-moving inventory

Profit for the year

Year ended
31 December
2019

Operating activities:

Attributable to shareholders of the Parent Company
Share
capital

Notes

Year ended
31 December
2020

17

Finance income

(4)

8

(23)

(24)
13

603

1

604

(837)

(3)

(840)

Foreign exchange loss, net

14

129

(236)

Loss on disposal of subsidiaries

11

3

–

1,442

1,737

(113)

146

(234)
1
(682)
4,582

(2)
(1)
–
19

–
(682)
4,601

Operating cashflow before working capital changes
Movements in working capital
(Increase)/decrease in trade and other receivables
(Increase)/decrease in value added tax recoverable
(Increase)/decrease in inventories
Increase/(decrease) in trade and other payables
Cash generated from operations
Interest paid
Income tax paid
Net cash from operating activities

(1)

27

(52)

127

132

(23)

1,408

2,014

(26)

(28)

(156)

(271)

1,226

1,715

(683)

(833)

(11)

(24)

Investing activities:
Purchase of property, plant and equipment
Purchase of intangible assets
Proceeds from sale of property, plant and equipment
Interest received

2

1

23

24

Proceeds from sale of subsidiaries, net of disposed cash

1

–

Proceeds from sale of securities and other financial assets

3

5

Purchase of securities and other financial assets

(3)

(3)

Placement of short-term bank deposits

(620)

–

Withdrawal of short-term bank deposits

420

–

Net cash used in investing activities

(868)

(830)

Financing activities:
Proceeds from borrowings

705

981

Repayments of borrowings

(636)

(639)

Repayment of the principal amount of the lease obligation

(4)

(3)

Acquisition of non-controlling interest

–

(2)

Dividends paid to equity holders of the Parent Company

(623)

(907)

Net cash used in financing activities

(558)

(570)

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

(200)

315

20

1,105

739

(47)

51

20

858

1,105

Effect of translation to presentation currency and exchange rate changes on the balance of cash held
in foreign currencies
Cash and cash equivalents, end of period
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2. Adoption of new or revised standards and interpretations
The following amended standards became effective from 1 January 2020, but did not have any material impact on the Group:

For the year ended 31 December 2020

– Amendments to the Conceptual Framework for Financial Reporting (issued on 29 March 2018 and effective for annual periods beginning on or
after 1 January 2020).

1. General information

– Definition of a business – Amendments to IFRS 3 (issued on 22 October 2018 and effective for acquisitions from the beginning of annual reporting
period that starts on or after 1 January 2020).
– Definition of materiality – Amendments to IAS 1 and IAS 8 (issued on 31 October 2018 and effective for annual periods beginning on or after
1 January 2020).

PJSC Magnitogorsk Iron & Steel Works (“the Parent Company”) is a public joint stock company as defined by the Civil Code of the Russian
Federation. The Parent Company was established as a state owned enterprise in 1932. It was incorporated as an open joint stock company
on 17 October 1992 as part of and in accordance with the Russian Federation privatisation programme.
The Parent Company, together with its subsidiaries (the “Group”), is a producer of ferrous metal products. The Group’s products are sold in
the Russian Federation and internationally. The subsidiaries of the Parent Company are mainly involved in the various sub processes within the
production cycle of ferrous metal products or in the distribution of those products. The Group is also engaged in coal mining and sale thereof.

– Interest rate benchmark reform – Amendments to IFRS 9, IAS 39 and IFRS 7 (issued on 26 September 2019 and effective for annual periods
beginning on or after 1 January 2020).
COVID-19-Related Rent Concessions Amendment to IFRS 16 issued on 28 May 2020 and effective for annual periods beginning on or after
1 June 2020.

The Parent Company’s registered office is 93, Kirova street, Magnitogorsk, Chelyabinsk region, Russia, 455000.

New accounting pronouncements

As at 31 December 2020 the Parent Company’s major shareholder was Mintha Holding Limited with a 84.3% ownership interest (31 December
2019: 84.3%).

Certain new standards and interpretations have been issued that are mandatory for the annual periods beginning on or after 1 January 2021 or later,
and which the Group has not early adopted.

The ultimate beneficiary of the Parent Company is Mr. Viktor F. Rashnikov, the Chairman of its Board of Directors.

The following other new pronouncements are not expected to have any material impact on the Group when adopted:

At 31 December 2020 and 2019, the Group’s principal subsidiaries were as follows:

– Sale or Contribution of Assets between an Investor and its Associate or Joint Venture – Amendments to IFRS 10 and IAS 28 (issued on
11 September 2014 and effective for annual periods beginning on or after a date to be determined by the IASB).

Subsidiary by country of incorporation

Nature of business

Effective % held
at 31 December
2020

Effective % held
at 31 December
2019

Russian Federation
OJSC Metizno Kalibrovochny Zavod “MMK Metiz”

Production of metal hardware products

95.78

95.78

LLC MMK LMZ

Production of ferrous metal products

100.00

100.00

LLC IK MMK Finance

Investing activities

100.00

100.00

LLC Ogneupor

Production of refractory materials

100.00

100.00

LLC Mekhanoremontny Komplex

Maintenance of metallurgical equipment

100.00

100.00

LLC OSK

Production of machinery and equipment for metallurgy

100.00

100.00

LLC MTSOZ

Production of cement and refractory materials

100.00

100.00

LLC MMK Vtormet

Collection and processing of metal scrap

100.00

100.00

LLC Torgovy Dom MMK

Trading activities

100.00

100.00

OJSC Belon

Holding company, trading activities

98.19

97.70

LLC MMK Ugol

Coal mining

99.42

99.26

– IFRS 17 “Insurance Contracts” (issued on 18 May 2017 and effective for annual periods beginning on or after 1 January 2021).
– Classification of Liabilities as Current or Non-current – Amendments to IAS 1 (issued on 23 January 2020 and effective for annual reporting
periods beginning on or after 1 January 2022).
– Classification of liabilities as current or non-current, deferral of effective date – Amendments to IAS 1 (issued on 15 July 2020 and effective for
annual periods beginning on or after 1 January 2023).
– Proceeds before intended use, Onerous contracts – cost of fulfilling a contract, Reference to the Conceptual Framework – narrow scope
amendments to IAS 16, IAS 37 and IFRS 3, and Annual Improvements to IFRSs 2018 2020 – amendments to IFRS 1, IFRS 9, IFRS 16 and IAS 41
(issued on 14 May 2020 and effective for annual periods beginning on or after 1 January 2022).
– Amendments to IFRS 17 and an amendment to IFRS 4 (issued on 25 June 2020 and effective for annual periods beginning on or after
1 January 2023).
– Interest rate benchmark (IBOR) reform – phase 2 amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 (issued on 27 August 2020 and
effective for annual periods beginning on or after 1 January 2021).

3. Basis of preparation
Basis of preparation

Turkey
MMK Metalurji

Production of ferrous metal products

100.00

100.00

International Financial Reporting Standards (“IFRS”) include Standards and Interpretations issued by the International Accounting Standards Board
(“IASB”).
These consolidated financial statements of the Group have been prepared in accordance with IFRS.

Switzerland
MMK Steel Trade AG

Trading activities

100.00

100.00

The consolidated financial statements of the Group are prepared under the historical cost convention, as modified by the initial recognition of
financial instruments based on fair value, derivative financial instruments, which are accounted for at fair value, and other financial assets at FVTPL.

Luxembourg
ММК Mining Assets Management S.A.

The Group additionally prepares IFRS consolidated financial statements presented in Russian roubles and in Russian language in accordance with
the Federal Law No. 208 – FZ “On consolidated financial reporting”.

Holding company

100.00

100.00
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Notes to the consolidated financial statements
Foreign currency transactions

The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These policies have been
consistently applied to all the periods presented, unless otherwise stated.

Transactions in currencies other than the functional currencies of the Group’s entities (foreign currencies) are recorded at the exchange rates at the
dates of the transactions. At each statement of financial position date monetary assets and liabilities denominated in foreign currencies are translated
at the exchange rates at the date of statement of financial position. Exchange differences arising from changes in exchange rates are recognised in
the consolidated statement of comprehensive income within “Foreign exchange loss, net”. Non monetary items carried at historical cost are translated
at the exchange rate on the date of transaction. Non monetary items measured at fair value in a foreign currency, including equity investments, are
translated at the exchange rate on the date on which the most recent fair value was determined. Effects of exchange rate changes on non monetary
items measured at fair value in a foreign currency are recorded as part of the fair value gain or loss.

Basis of consolidation
Subsidiaries
These consolidated financial statements incorporate the financial statements of the Parent Company and its subsidiaries. Subsidiaries are those
investees, including structured entities, that the Group controls because the Group (i) has power to direct the relevant activities of the investees that
significantly affect their returns, (ii) has exposure, or rights, to variable returns from its involvement with the investees, and (iii) has the ability to use its
power over the investees to affect the amount of the investor’s returns. The existence and effect of substantive rights, including substantive potential
voting rights, are considered when assessing whether the Group has power over another entity. For a right to be substantive, the holder must have
a practical ability to exercise that right when decisions about the direction of the relevant activities of the investee need to be made. The Group may
have power over an investee even when it holds less than the majority of the voting power in an investee. In such a case, the Group assesses the
size of its voting rights relative to the size and dispersion of holdings of the other vote holders to determine if it has de facto power over the investee.
Protective rights of other investors, such as those that relate to fundamental changes of the investee’s activities or apply only in exceptional
circumstances, do not prevent the Group from controlling an investee. Subsidiaries are consolidated from the date on which control is transferred
to the Group (acquisition date) and are deconsolidated from the date on which control ceases.
Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line with those used by the Group.
Non-controlling interests in subsidiaries are identified separately from the Group’s equity therein. The interests of non-controlling shareholders may
be initially measured either at fair value or at the non-controlling interests’ proportionate share of the acquiree’s identifiable net assets. The choice of
measurement basis is made on an acquisition by acquisition basis. Subsequent to acquisition, the carrying amount of non-controlling interests is the
amount of those interests at initial recognition plus the non-controlling interests’ share of subsequent changes in equity. Total comprehensive income
is attributed to non-controlling interests even if this results in the non-controlling interests having a deficit balance.
Changes in the Group’s interests in subsidiaries that do not result in a loss of control are accounted for as equity transactions. Any difference between
the purchase consideration and the carrying amount of non-controlling interest acquired is recorded as a capital transaction directly in equity. The
Group recognises the difference between sales consideration and the carrying amount of non-controlling interest sold as a capital transaction in the
statement of changes in equity.
When the Group loses control of a subsidiary, the profit or loss on disposal is calculated as the difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any retained interest and (ii) the previous carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests. Amounts previously recognised in other comprehensive income in relation to the subsidiary
are accounted for (i.e. reclassified to profit or loss or transferred directly to retained earnings) in the same manner as would be required if the relevant
assets or liabilities were disposed of. The fair value of any investment retained in the former subsidiary at the date when control is lost is regarded as
the fair value on initial recognition for subsequent accounting under IFRS 9 “Financial Instruments” or, when applicable, as the cost on initial
recognition of an investment in an associate or jointly controlled entity.
Functional and presentation currency
Different entities within the Group have different functional currencies, based on the underlying economic conditions of their operations.
The functional currency of the Group’s entities except for MMK Metalurji and MMK Steel Trade AG is the Russian Rouble (“RUB”). The functional
currency of MMK Metalurji and MMK Steel Trade AG is the United States Dollar (“USD”).
These consolidated financial statements are presented in millions of USD. Using USD as a presentation currency is considered by management to
be more relevant for users of the consolidated financial statements of the Group.
The translation into presentation currency is made as follows:
– all assets and liabilities, both monetary and non monetary, are translated at closing exchange rates at the dates of each consolidated statement
of financial position presented;
– all income and expenses in each consolidated statement of comprehensive income are translated at exchange rates in effect when the
transactions occur. For those transactions that occur evenly over the year a monthly average exchange rate is applied;

Goodwill
Goodwill arising in a business combination is recognised as an asset at the date that control is acquired (the acquisition date). Goodwill is measured
as the excess of the sum of the consideration transferred, the amount of any non-controlling interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the fair value of the net identifiable assets acquired and the liabilities assumed.
If, after reassessment, the Group’s interest in the fair value of the acquiree’s identifiable net assets exceeds the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree and the fair value of the acquirer’s previously held equity interest in the acquiree (if any),
the excess is recognised immediately in profit or loss as a bargain purchase gain.
Goodwill is not amortised but is reviewed for impairment at least annually. For the purpose of impairment testing, goodwill is allocated to each of the
Group’s cash-generating units expected to benefit from the synergies of the combination. Cash-generating units to which goodwill has been allocated
are tested for impairment annually, or more frequently when there is an indication that the unit may be impaired. If the recoverable amount of the
cash-generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated
to the unit and then to the other assets of the unit pro rata on the basis of the carrying amount of each asset in the unit. An impairment loss recognised
for goodwill is not reversed in a subsequent period.
On disposal of a subsidiary, the attributable amount of goodwill is included in the determination of the profit or loss on disposal.
The Group’s policy for goodwill arising on the acquisition of an associate is described above.
Revenue recognition
Revenue is income arising in the course of the Group’s ordinary activities. Revenue is recognised in the amount of transaction price. Transaction price
is the amount of consideration to which the Group expects to be entitled in exchange for transferring control over promised goods or services to a
customer, excluding the amounts collected on behalf of third parties.
Revenue is recognised net of discounts, returns and value added taxes, export duties, other similar mandatory payments.
Group’s contracts with customers are fixed price contracts and generally include both advance payment and deferred payment for the same
contracts. Generally the sales are made with a credit term of 30-60 days, which is consistent with the market practice and consequently trade
receivables are classified as current assets.
A receivable is recognised when the goods are delivered or dispatched based on delivery terms as this is the point in time that the consideration is
unconditional because only the passage of time is required before the payment is due (Note 18). Contract assets are immaterial and therefore not
presented separately in the consolidated financial statements.
A contract liability is an entity’s obligation to transfer goods or services to a customer for which the entity has received consideration from the
customer. Contract liabilities are included in trade and other payables line item as advances from customers (Note 25).
Sales of goods
Sales are recognised when control of the good has transferred, being when the goods are delivered to the customer, the customer has full discretion
over the goods, and there is no unfulfilled obligation that could affect the customer’s acceptance of the goods. Delivery occurs when the goods have
been shipped to the specific location, the risks of obsolescence and loss have been transferred to the customer, and either the customer has accepted
the goods in accordance with the contract, the acceptance provisions have lapsed, or the Group has objective evidence that all criteria for acceptance
have been satisfied.
Sales of transportation services

– all items included in the consolidated shareholders’ equity, other than total comprehensive income, are translated at historical exchange rates; and
– in the consolidated statement of cash flows, cash balances at the beginning and end of each year presented are translated at exchange rates at
the respective dates of the beginning and end of each year. All cash flows are translated at exchange rates in effect when the cash flows occur.
For those cash flows that occur evenly over the year an average exchange rate for the year is applied.
On consolidation, exchange differences arising from the translation of any net investment in foreign entities are recognised in other comprehensive
income as “Effect of foreign operations”. When a foreign operation is sold, the associated exchange differences are reclassified to profit or loss,
as part of the gain or loss on sale.
Exchange rates used for translation into presentation currency of the consolidated financial statements were as follows:
31 December
2020

31 December
2019

Year end rates

73.88

61.91

Average for the period

72.40

64.77

Russian Rouble/US Dollar

If the Group provides transportation services to the customer after control over goods has transferred, revenue from such services is considered to
be a separate performance obligation and is recognised over the time of the service rendering because the customer receives and uses the benefits
simultaneously.
The Group provides services under fixed price contracts. Revenue from providing services is recognised in the accounting period in which the
services are rendered. Revenue is recognised based on the actual service provided to the end of the reporting period as a proportion of the total
services to be provided. This is determined based on proportion the actual distance relative to the total expected distance.
Where the contracts include multiple performance obligations, the transaction price is allocated to each separate performance obligation based
on the stand alone selling prices. Where these are not directly observable, they are estimated based on expected cost plus margin.
Estimates of revenues, costs or extent of progress toward completion are revised if circumstances change. Any resulting increases or decreases in
estimated revenues are reflected in profit or loss in the period in which the circumstances that give rise to the revision become known by management.
In case of fixed price contracts, the customer pays the fixed amount based on a payment schedule. If the services rendered by the Group exceed
the payment, a contract asset arise. If the payments exceed the services rendered, a contract liability is recognised. Contract assets from sales of
transportation services are immaterial and therefore not presented separately in the consolidated financial statements.
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Notes to the consolidated financial statements
Property, plant and equipment

Financing components

Manufacturing assets

The Group does not expect to have any contracts where the period between the transfer of the promised goods or services to the customer and
payment by the customer exceeds one year. As a consequence, the Group does not adjust any of the transaction prices for the time value of money.

Items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses.

Borrowing costs
General and specific borrowing costs directly attributable to the acquisition, construction or production of assets that necessarily take a substantial
time to get ready for intended use or sale (qualifying assets) are capitalised as part of the costs of those assets, if the commencement date for
capitalisation is on or after 1 January 2009.
The commencement date for capitalisation is when (a) the Group incurs expenditures for the qualifying asset; (b) it incurs borrowing costs; and (c) it
undertakes activities that are necessary to prepare the asset for its intended use or sale.
Capitalisation of borrowing costs continues up to the date when the assets are substantially ready for their use or sale.
The Group capitalises borrowing costs that could have been avoided if it had not made capital expenditure on qualifying assets. Borrowing costs
capitalised are calculated at the Group’s average funding cost (the weighted average interest cost is applied to the expenditures on the qualifying
assets), except to the extent that funds are borrowed specifically for the purpose of obtaining a qualifying asset. Where this occurs, actual borrowing
costs incurred on the specific borrowings less any investment income on the temporary investment of these borrowings are capitalised.
Income tax
Income taxes have been provided for in the consolidated financial statements in accordance with legislation enacted or substantively enacted by the
end of the reporting period. The income tax charge comprises current tax and deferred tax and is recognised in profit or loss for the year, except if it
is recognised in other comprehensive income or directly in equity because it relates to transactions that are also recognised, in the same or a different
period, in other comprehensive income or directly in equity.
Current tax
Current tax is the amount expected to be paid to, or recovered from, the taxation authorities in respect of taxable profits or losses for the current and prior
periods. Taxable profit differs from profit for the year as reported in the consolidated statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other periods and it further excludes items that are never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates that have been enacted or substantively enacted by the date of consolidated statement of financial position.
Deferred income tax
Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the consolidated statement of financial position
and the corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred
tax liabilities are generally recognised for all taxable temporary differences, and deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that taxable profits will be available against which those deductible temporary differences can
be utilised. Such deferred tax assets and liabilities are not recognised if the temporary difference arises from goodwill or from the initial recognition
(other than in a business combination) of assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit when
initially recorded.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable that the future
economic benefits embodied within the part will flow to the Group and its cost can be measured reliably. The carrying amount of the replaced part
is derecognised. Repair and maintenance expenses are charged to the consolidated statement of comprehensive income as incurred.
Construction in progress comprises costs directly related to the construction of property, plant and equipment including an appropriate allocation
of directly attributable variable overheads that are incurred in construction. Depreciation of these assets is recorded on the same basis as for other
property assets, and begins when it is available for use, ie when it is in the location and condition necessary for it to be capable of operating in the
manner intended by management.
At each reporting date management assesses whether there is any indication of impairment of property, plant and equipment. If any such indication
exists, management estimates the recoverable amount, which is determined as the higher of an asset’s fair value less costs of disposal and its value
in use. The carrying amount is reduced to the recoverable amount and the impairment loss is recognised in the profit and loss. An impairment loss
recognised for an asset in prior years is reversed if there has been a change in the estimates used to determine the asset’s value in use or fair value
less costs of disposal.
The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in the consolidated statement of comprehensive income within”Other operating
expense, net”.
Mineral rights
Mineral rights are presented as part of mining assets and include rights for evaluation, exploration and production of mineral resources under the
licenses or agreements. Such assets are carried at cost, amortisation is charged on a straight-line basis over the shorter of the valid period of the
license or the agreement, or the expected life of mine, starting from the date when production activities commence. The costs directly attributable
to acquisition of rights for evaluation, exploration and production are capitalised as a part of the mineral rights. If the reserves related to the mineral
rights are not economically viable, the carrying amount of such mineral rights is written off.
Depreciation
Land is not depreciated. Depreciation of manufacturing assets is computed under the straight-line method utilising useful lives of the assets which are:
Buildings
Machinery and equipment
Transportation equipment
Fixtures and fittings
Mining assets

1 – 50 years
1 – 40 years
3 – 20 years
3 – 30 years
17 – 32 years

The estimated useful lives, residual values, and depreciation method are reviewed at each reporting date, with the effect of any changes in estimate
accounted for on a prospective basis.

Deferred tax assets for deductible temporary differences and tax loss carry forwards are recorded only to the extent that it is probable that the
temporary difference will reverse in the future and there is sufficient future taxable profit available against which the deductions can be utilised.

Leased assets

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year in which the liability is settled or the asset
realised, based on tax rates and tax laws that have been enacted or substantively enacted by the date of consolidated statement of financial
position. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in which the
Group expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

a. land under buildings and constructions,

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities and
when they relate to income taxes levied by the same taxation authority and the Group intends to settle its current tax assets and liabilities on a net
basis. Deferred tax assets and liabilities are netted only within the individual companies of the Group.

Leases are recognised, measured and presented in line with IFRS 16 “Leases”.

Deferred income tax on post acquisition retained earnings of subsidiaries
Deferred income tax is provided on post acquisition retained earnings and other post acquisition movements in reserves of subsidiaries, except
where the Group controls the subsidiary’s dividend policy and it is probable that the difference will not reverse through dividends or otherwise in
the foreseeable future.

The Group is a party to lease contracts as a lessee for, among others:
b. building for office space, warehouses,
c. motor vehicles and machinery.
Based on the accounting policy applied the Group recognises a right-of-use asset and a lease liability at the commencement date of the contract
for all leases conveying the right to control the use of an identified asset for a period of time. The commencement date is the date on which a lessor
makes an underlying asset available for use by a lessee.
The right-of-use assets are initially measured at cost, which comprises:
– the amount of the initial measurement of the lease liability;
– any lease payments made at or before the commencement date, less any lease incentives;

Uncertain tax positions

– any initial direct costs incurred by the lessee;

The Group’s uncertain tax positions are reassessed by management at the end of each reporting period. Liabilities are recorded for income tax
positions that are determined by management as more likely than not to result in additional taxes being levied if the positions were to be challenged
by the tax authorities. The assessment is based on the interpretation of tax laws that have been enacted or substantively enacted by the end of the
reporting period, and any known court or other rulings on such issues. Liabilities for penalties, interest and taxes other than on income are recognised
based on management’s best estimate of the expenditure required to settle the obligations at the end of the reporting period. Adjustments for
uncertain income tax positions other than interest and fines are recorded within the income tax charge. Adjustments for income tax related interest
and fines are recorded within finance costs and other operating expenses respectively.

– an estimate of costs to be incurred by the lessee in dismantling and removing the underlying assets or restoring the site on which the assets are
located.
After the commencement date the right-of-use assets are measured at cost less any accumulated depreciation and any accumulated impairment
losses and adjusted for any re measurement of the lease liability.
If the lease transfers ownership of the underlying asset to the Group by the end of the lease term or if the cost of the right-of-use asset reflects that the
Group will exercise a purchase option, the Group depreciates the right-of-use asset from the commencement date to the end of the useful life of the
underlying asset. Otherwise, the Group depreciates the right-of-use asset from the commencement date to the earlier of the end of the useful life of
the right-of-use asset or the end of the lease term.
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Deferred drifting costs

Leased assets continued

The direct costs and attributable overheads of the preparation of underground coal reserves (drifting) for production using advanced mining
machinery are included in inventory and recognised as cost of sales on the unit of production basis of each coal drift.

The lease liability is initially measured at the present value of the lease payments that are not paid at that date. Lease payments included in
measurement of lease liability of the Group generally include only fixed payments (including in-substance fixed payments), less any lease incentives
receivable. The lease liability excludes variable elements which are not based on an index or rate such as e.g. energy usage. Variable lease
payments not included in the initial measurement of the lease liability are recognised directly in the profit and loss.
The lease payments are discounted using the interest rate implicit in the lease, if that rate can be determined, or the group’s incremental borrowing
rate. Each lease payment is allocated between the liability and finance cost. The finance cost is charged to profit or loss over the lease period so as
to produce a constant periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset is depreciated over the
shorter of the asset’s useful life and the lease term on a straight-line basis.
The lease term determined by the Group comprises:
– non-cancellable period of lease contracts;
– periods covered by an option to extend the lease if the lessee is reasonably certain to exercise that option;
– periods covered by an option to terminate the lease if the lessee is reasonably certain not to exercise that option.
After the commencement date the Group measures the lease liability by:

Output value added tax related to sales is payable to tax authorities on the earlier of (a) collection of receivables from customers or (b) delivery of
goods or services to customers. Input VAT is generally recoverable against output VAT upon receipt of the VAT invoice. The tax authorities permit the
settlement of VAT on a net basis. VAT related to sales and purchases is recognised in the consolidated statement of financial position on a gross basis
and disclosed separately as an asset and liability.
Assets classified as held for sale (or disposal group)
Non-current assets and disposal groups (which may include both non-current and current assets) are classified in the statement of financial position
as ‘assets held for sale’ if their carrying amount will be recovered principally through a sale transaction (including loss of control of a subsidiary
holding the assets) within twelve months after the reporting period. Assets are reclassified when all of the following conditions are met: (a) the assets
are available for immediate sale in their present condition; (b) the Group’s management approved and initiated an active programme to locate a
buyer; (c) the assets are actively marketed for sale at a reasonable price; (d) the sale is expected within one year; and (e) it is unlikely that significant
changes to the plan to sell will be made or that the plan will be withdrawn.
Non-current assets or disposal groups classified as held for sale in the current period’s statement of financial position are not reclassified or
re-presented in the comparative statement of financial position to reflect the classification at the end of the current period.

– increasing the carrying amount to reflect interest on the lease liability;
– reducing the carrying amount to reflect lease payments made;
– and re-measuring the carrying amount to reflect any reassessment or lease modifications.
Intangible assets, excluding goodwill
Intangible assets are recorded at cost less accumulated amortisation and impairment losses. Intangible assets primarily represent licenses and
various purchased software costs. Amortisation is charged on a straight-line basis over their estimated useful lives which are:
Licenses
Purchased software
Other intangibles

Value added taxes

2 – 17 years
1 – 20 years
1 – 20 years

Impairment of tangible and intangible assets, excluding goodwill
Tangible and intangible assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable.
If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any).
Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset
(cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately in the consolidated statement of
comprehensive income.
Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in
the consolidated statement of comprehensive income.
Inventories
Inventories are stated at the lower of cost and net realisable value. The cost of inventories is determined on the weighted average basis and includes
all costs in bringing the inventory to its present location and condition.
Cost includes direct material, labour and an allocation of material and manufacturing overheads. Costs of production in process and finished goods
include the purchase costs of raw materials and conversion costs such as direct labour and an allocation of fixed and variable production
overheads. Raw materials are valued at purchase cost inclusive of freight and other shipping costs.
Net realisable value represents the estimated selling price for inventories less estimated costs to completion and selling costs. Where appropriate,
an allowance for obsolete and slow-moving inventory is recognised. The impairment charged to reduce the carrying amount of inventories to their
net realisable value and an allowance for obsolete and slow-moving inventory are included in consolidated statement of comprehensive income as
cost of sales.

A disposal group is a group of assets (current or non-current) to be disposed of, by sale or otherwise, together as a group in a single transaction,
and liabilities directly associated with those assets that will be transferred in the transaction. Goodwill is included if the disposal group includes an
operation within a cash-generating unit to which goodwill has been allocated on acquisition. Non-current assets are assets that include amounts
expected to be recovered or collected more than twelve months after the reporting period. If reclassification is required, both the current and
non-current portions of an asset are reclassified.
Held for sale disposal groups as a whole are measured at the lower of their carrying amount and fair value less costs of disposal. Held for sale
property, plant and equipment are not depreciated or amortised. Reclassified non-current deferred taxes are not subject to write down to the lower
of their carrying amount and fair value less costs of disposal.
Liabilities directly associated with the disposal group that will be transferred in the disposal transaction are reclassified and presented separately in
the consolidated statement of financial position.
Financial instruments – key measurement terms
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. The best evidence of fair value is the price in an active market. An active market is one in which transactions for the asset or liability
take place with sufficient frequency and volume to provide pricing information on an ongoing basis.
Fair value of financial instruments traded in an active market is measured as the product of the quoted price for the individual asset or liability and the
number of instruments held by the entity. This is the case even if a market’s normal daily trading volume is not sufficient to absorb the quantity held and
placing orders to sell the position in a single transaction might affect the quoted price.
Valuation techniques such as discounted cash flow models or models based on recent arm’s-length transactions or consideration of financial data of
the investees are used to measure fair value of certain financial instruments for which external market pricing information is not available. Fair value
measurements are analysed by level in the fair value hierarchy as follows: (i) level one are measurements at quoted prices (unadjusted) in active
markets for identical assets or liabilities, (ii) level two measurements are valuations techniques with all material inputs observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices), and (iii) level three measurements are valuations not based on
solely observable market data (that is, the measurement requires significant unobservable inputs). Transfers between levels of the fair value hierarchy
are deemed to have occurred at the end of the reporting period. Refer to Note 31.
Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial instrument. An incremental
cost is one that would not have been incurred if the transaction had not taken place. Transaction costs include fees and commissions paid to agents
(including employees acting as selling agents), advisors, brokers and dealers, levies by regulatory agencies and securities exchanges, and transfer
taxes and duties. Transaction costs do not include debt premiums or discounts, financing costs or internal administrative or holding costs.
Amortised cost (“AC”) is the amount at which the financial instrument was recognised at initial recognition less any principal repayments, plus
accrued interest, and for financial assets less any write down for incurred impairment losses. Accrued interest includes amortisation of transaction
costs deferred at initial recognition and of any premium or discount to the maturity amount using the effective interest method. Accrued interest
income and accrued interest expense, including both accrued coupon and amortised discount or premium (including fees deferred at origination,
if any), are not presented separately and are included in the carrying values of the related items in the consolidated statement of financial position.
The effective interest method is a method of allocating interest income or interest expense over the relevant period, so as to achieve a constant
periodic rate of interest (effective interest rate) on the carrying amount. The effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts (excluding future credit losses) through the expected life of the financial instrument or a shorter period, if appropriate, to
the gross carrying amount of the financial instrument. The effective interest rate discounts cash flows of variable interest instruments to the next interest
repricing date, except for the premium or discount which reflects the credit spread over the floating rate specified in the instrument, or other variables
that are not reset to market rates. Such premiums or discounts are amortised over the whole expected life of the instrument. The present value
calculation includes all fees paid or received between parties to the contract that are an integral part of the effective interest rate.
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Financial assets – write-off

Financial instruments – key measurement terms continued
Financial instruments – initial recognition

Financial assets are written off, in whole or in part, when the Group exhausted all practical recovery efforts and has concluded that there is
no reasonable expectation of recovery. The write-off represents a derecognition event. Indicators that there is no reasonable expectation of
recovery include:

Financial instruments at FVTPL are initially recorded at fair value. All other financial instruments are initially recorded at fair value adjusted for
transaction costs. Fair value at initial recognition is best evidenced by the transaction price. A gain or loss on initial recognition is only recorded if
there is a difference between fair value and transaction price which can be evidenced by other observable current market transactions in the same
instrument or by a valuation technique whose inputs include only data from observable markets. After the initial recognition, an ECL allowance is
recognised for financial assets measured at AC and investments in debt instruments measured at FVOCI, resulting in an immediate accounting loss.
All purchases and sales of financial assets that require delivery within the time frame established by regulation or market convention (“regular way”
purchases and sales) are recorded at trade date, which is the date on which the Group commits to deliver a financial asset. All other purchases are
recognised when the entity becomes a party to the contractual provisions of the instrument.

– the counterparty experiences a significant financial difficulty as evidenced by its financial information that the Group obtains;
– the counterparty considers bankruptcy or a financial reorganisation;
– there is adverse change in the payment status of the counterparty as a result of changes in the national or local economic conditions that impact
the counterparty.
The Group may write off financial assets that are still subject to enforcement activity when the Group seeks to recover amounts that are contractually
due, however, there is no reasonable expectation of recovery.

The Group uses discounted cash flow valuation techniques to determine the fair value of currency swaps, loans to related parties that are not traded
in an active market. Differences may arise between the fair value at initial recognition, which is considered to be the transaction price, and the
amount determined at initial recognition using a valuation technique with level 3 inputs. If any differences remain after calibration of model inputs,
such differences are amortised on a straight-line basis over the term of the currency swaps, loans to related parties. The differences are immediately
recognised in profit or loss if the valuation uses only level 1 or level 2 inputs.

Financial assets – derecognition

Financial assets – classification and subsequent measurement – measurement categories

Control is retained if the counterparty does not have the practical ability to sell the asset in its entirety to an unrelated third party without needing
to impose additional restrictions on the sale.

The Group classifies financial assets in the following measurement categories: FVTPL, FVOCI and AC. The classification and subsequent
measurement of debt financial assets depends on: (i) the Group’s business model for managing the related assets portfolio and (ii) the cash flow
characteristics of the asset. As of 31 December 2020 and 31 December 2019 the Group did not hold financial assets at FVOCI.
Financial assets – classification and subsequent measurement – business model
The business model reflects how the Group manages the assets in order to generate cash flows – whether the Group’s objective is: (i) solely to
collect the contractual cash flows from the assets (“hold to collect contractual cash flows”,) or (ii) to collect both the contractual cash flows and the
cash flows arising from the sale of assets (“hold to collect contractual cash flows and sell”) or, if neither of (i) and (ii) is applicable, the financial assets
are classified as part of “other” business model and measured at FVTPL.
Business model is determined for a group of assets (on a portfolio level) based on all relevant evidence about the activities that the Group
undertakes to achieve the objective set out for the portfolio available at the date of the assessment. Factors considered by the Group in determining
the business model include the purpose and composition of a portfolio, past experience on how the cash flows for the respective assets were
collected, how risks are assessed and managed, how the assets’ performance is assessed and how managers are compensated.
Financial assets – classification and subsequent measurement – cash flow characteristics
Where the business model is to hold assets to collect contractual cash flows or to hold contractual cash flows and sell, the Group assesses whether
the cash flows represent solely payments of principal and interest (“SPPI”). Financial assets with embedded derivatives are considered in their entirety
when determining whether their cash flows are consistent with the SPPI feature. In making this assessment, the Group considers whether the contractual
cash flows are consistent with a basic lending arrangement, i.e. interest includes only consideration for credit risk, time value of money, other basic
lending risks and profit margin.
Where the contractual terms introduce exposure to risk or volatility that is inconsistent with a basic lending arrangement, the financial asset is
classified and measured at FVTPL. The SPPI assessment is performed on initial recognition of an asset and it is not subsequently reassessed.

The Group derecognises financial assets when (a) the assets are redeemed or the rights to cash flows from the assets otherwise expire or (b) the
Group has transferred the rights to the cash flows from the financial assets or entered into a qualifying pass-through arrangement whilst (i) also
transferring substantially all the risks and rewards of ownership of the assets or (ii) neither transferring nor retaining substantially all the risks and
rewards of ownership but not retaining control.

Financial assets – modification
The Group sometimes renegotiates or otherwise modifies the contractual terms of the financial assets. The Group assesses whether the modification
of contractual cash flows is substantial considering, among other, the following factors: any new contractual terms that substantially affect the risk
profile of the asset (eg profit share or equity-based return), significant change in interest rate, change in the currency denomination, new collateral
or credit enhancement that significantly affects the credit risk associated with the asset or a significant extension of a loan when the borrower is not
in financial difficulties.
If the modified terms are substantially different, the rights to cash flows from the original asset expire and the Group derecognises the original financial
asset and recognises a new asset at its fair value. The date of renegotiation is considered to be the date of initial recognition for subsequent impairment
calculation purposes, including determining whether a SICR has occurred. The Group also assesses whether the new loan or debt instrument meets
the SPPI criterion. Any difference between the carrying amount of the original asset derecognised and fair value of the new substantially modified
asset is recognised in profit or loss, unless the substance of the difference is attributed to a capital transaction with owners.
In a situation where the renegotiation was driven by financial difficulties of the counterparty and inability to make the originally agreed payments,
the Group compares the original and revised expected cash flows to assess whether the risks and rewards of the asset are substantially different as
a result of the contractual modification. If the risks and rewards do not change, the modified asset is not substantially different from the original asset
and the modification does not result in derecognition. The Group recalculates the gross carrying amount by discounting the modified contractual
cash flows by the original effective interest rate, and recognises a modification gain or loss in profit or loss.
Financial liabilities – measurement categories

The group holds the trade receivables with the objective to collect contractual cash flows and therefore measures them subsequently at amortised cost
using the effective interest method. Details about the Group’s impairment policies and the expected credit loss measurement are provided in Note 18.

Financial liabilities are classified as subsequently measured at AC, except for (i) financial liabilities at FVTPL: this classification is applied to derivatives,
financial liabilities held for trading (e.g. short positions in securities), contingent consideration recognised by an acquirer in a business combination
and other financial liabilities designated as such at initial recognition and (ii) financial guarantee contracts and loan commitments. As of 31 December
2020 and 31 December 2019 the Group did not have financial guarantee contracts and loan commitments or financial liabilities at FVTPL.

Financial assets – reclassification

Financial liabilities – derecognition

Financial instruments are reclassified only when the business model for managing the portfolio as a whole changes. The reclassification has a
prospective effect and takes place from the beginning of the first reporting period that follows after the change in the business model. The Group
did not change its business model during the current and comparative period and did not make any reclassifications.

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation specified in the contract is discharged, cancelled or expires).

Financial assets impairment – credit loss allowance for ECL
The Group assesses, on a forward-looking basis, the ECL for financial assets measured at AC. The Group measures ECL and recognises net
impairment losses on financial assets at each reporting date. The measurement of ECL reflects: (i) an unbiased and probability weighted amount
that is determined by evaluating a range of possible outcomes, (ii) time value of money and (iii) all reasonable and supportable information that is
available without undue cost and effort at the end of each reporting period about past events, current conditions and forecasts of future conditions.
Trade and other receivables are presented in the consolidated statement of financial position net of the allowance for ECL.
The Group applies simplified approach for impairment of trade receivables. Note 18 provides information about the details of the applied approach
and the provision matrix for trade receivables. For other financial assets that are subject to IFRS 9 ECL model the Group applies a three-stage model
for impairment, based on changes in credit quality since initial recognition. A financial instrument that is not credit impaired on initial recognition is
classified in Stage 1. Financial assets in Stage 1 have their ECL measured at an amount equal to the portion of lifetime ECL that results from default
events possible within the next 12 months or until contractual maturity, if shorter (“12 Months ECL”). If the Group identifies a significant increase in
credit risk (“SICR”) since initial recognition, the asset is transferred to Stage 2 and its ECL is measured based on ECL on a lifetime basis, that is, up
until contractual maturity but considering expected prepayments, if any (“Lifetime ECL”). Refer to Note 28 for a description of how the Group
determines when a SICR has occurred. If the Group determines that a financial asset is credit impaired, the asset is transferred to Stage 3 and its ECL
is measured as a Lifetime ECL. The Group’s definition of credit impaired assets and definition of default is explained in Note 28. Note 28 provides
information about inputs, assumptions and estimation techniques used in measuring ECL.
Cash and cash equivalents are also subject to the impairment requirements of IFRS 9, identified impairment loss was not material.

An exchange between the Group and its original lenders of debt instruments with substantially different terms, as well as substantial modifications of
the terms and conditions of existing financial liabilities, are accounted for as an extinguishment of the original financial liability and the recognition of
a new financial liability. The terms are substantially different if the discounted present value of the cash flows under the new terms, including any fees
paid net of any fees received and discounted using the original effective interest rate, is at least 10% different from the discounted present value of
the remaining cash flows of the original financial liability. In addition, other qualitative factors, such as the currency that the instrument is denominated
in, changes in the type of interest rate, new conversion features attached to the instrument and change in loan covenants are also considered. If an
exchange of debt instruments or modification of terms is accounted for as an extinguishment, any costs or fees incurred are recognised as part of the
gain or loss on the extinguishment. If the exchange or modification is not accounted for as an extinguishment, any costs or fees incurred adjust the
carrying amount of the liability and are amortised over the remaining term of the modified liability.
Modifications of liabilities that do not result in extinguishment are accounted for as a change in estimate using a cumulative catch up method, with
any gain or loss recognised in profit or loss, unless the economic substance of the difference in carrying values is attributed to a capital transaction
with owners.
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Site restoration provision

Offsetting financial instruments

The Group provides for the costs of restoring a site where a legal or constructive obligation exists. The amount recognised as a provision is the best
estimate of the expenditure required to settle the present obligation at the reporting date. The estimated future land restoration costs, discounted to
net present value, are capitalised in respective items of property, plant and equipment and amortised over the useful life of the corresponding asset.
In case at the date when the site restoration obligation arise no corresponding assets exist relative provision is included in the consolidated statement
of comprehensive income as other expenses.

Financial assets and liabilities are offset and the net amount reported in the consolidated statement of financial position only when there is a legally
enforceable right to offset the recognised amounts, and there is an intention to either settle on a net basis, or to realise the asset and settle the liability
simultaneously. Such a right of set off (a) must not be contingent on a future event and (b) must be legally enforceable in all of the following
circumstances: (i) in the normal course of business, (ii) in the event of default and (iii) in the event of insolvency or bankruptcy.
Trade and other receivables
Trade and other receivables are recognised initially at fair value and are subsequently carried at AC using the effective interest method.
Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, and other short-term highly liquid investments with original
maturities of three months or less. Cash and cash equivalents are carried at AC because: (i) they are held for collection of contractual cash flows and
those cash flows represent SPPI, and (ii) they are not designated at FVTPL. Features mandated solely by legislation, such as the bail-in legislation in
certain countries, do not have an impact on the SPPI test, unless they are included in contractual terms such that the feature would apply even if the
legislation is subsequently changed. Restricted balances are excluded from cash and cash equivalents for the purposes of the cash flow statement.
Balances restricted from being exchanged or used to settle a liability for at least twelve months after the reporting period are included in other
non-current assets.
Trade and other payables
Trade and other payables are accrued when the counterparty performs its obligations under the contract and are recognised initially at fair value
and subsequently carried at AC using the effective interest method.
Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred, and are subsequently carried at amortised cost using the effective
interest method.
Employee benefit obligations
Remuneration to employees in respect of services rendered during the period is recognised as an expense in the consolidated statement of
comprehensive income.
Defined contribution plans

The Group reviews site restoration provisions at each reporting date and adjusts them to reflect the current best estimate. The risks and uncertainties
that inevitably surround many events and circumstances are taken into account in reaching the best estimate of a provision. Changes in the measurement
of a provision that result from changes in the estimated timing or amount of cash outflow, or a change in the discount rate, are added to or deducted
from the costs of the related assets as appropriate in the current period or when there are no relative assets are recognised in the consolidated
statement of comprehensive income as other expenses.
Provisions are discounted to their present value based on the rates of government bonds adjusted for the specific risk which are consistent with the
currency and estimated term of the liability. The unwinding of the obligation is included in the consolidated statement of comprehensive income as
finance costs before revising the provision at year end.
Dividends
Dividends and related taxation thereon are recognised as a liability in the period in which they have been declared and become legally payable.
Accumulated profits legally distributable are based on the amounts available for distribution in accordance with the applicable legislation and as
reflected in the statutory financial statements of the individual entities of the Group. These amounts may differ significantly from the amounts
calculated on the basis of IFRS.
Segment information
Segment reporting is presented on the basis of management’s perspective and relates to the parts of the Group that are defined as operating
segments. Operating segments are identified on the basis of internal reports to the Group’s chief operating decision maker (“CODM”). The Group
has identified the General Director of the Parent Company as its CODM and the internal reports used by the top management team to oversee
operations and make decisions on allocating the resources serve as the basis of information presented. These internal reports are prepared on the
same basis as these consolidated financial statements.
Based on the current management structure, the Group has identified three reportable segments: Steel (Russia), Steel (Turkey) and Coal mining.

5. Critical accounting judgements and key sources of estimation uncertainty

The Group’s Russian subsidiaries and the Parent Company are legally obliged to make defined contributions to the Russian Federation State Pension
Fund (a defined contribution plan financed on a pay-as-you-go basis). The Group’s contributions to the Russian Federation State Pension Fund
relating to defined contribution plans are charged to consolidated statement of comprehensive income in the period to which they relate.

In the application of the Group’s accounting policies, management is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. As a result of the volatility in the global and Russian financial markets, management’s
estimates may change and result in a significant impact on the Group. Actual results may differ from these estimates.

In the Russian Federation all state social contributions, including contributions to the Russian Federation State Pension Fund, are collected through
social contributions calculated by the application of a regressive rate from 30% to 0% of the annual gross remuneration of each employee. This rate
depends on the annual gross remuneration of each employee.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period or in the period of the revision and future periods if the revision affects both current
and future periods.

The Group’s obligations for contributions to other defined contribution plans are recognised as expense as incurred.

Critical judgements in applying accounting policies

Defined benefit plans

The following are the critical judgments, including those involving estimations (see below), that the management has made in the process of applying
the Group’s accounting policies and that have the most significant effect on the amounts recognised in the consolidated financial statements and
affect the amounts of assets and liabilities within the next financial year.

The Group accounts for the cost of defined benefit plans using the projected unit credit method. Under this method, the cost of providing pensions
is charged to the consolidated statement of comprehensive income, so as to attribute the total pension cost over the service lives of employees in
accordance with the benefit formula of the plan. The Group’s obligation in respect of defined retirement benefit plans is calculated separately for
each defined benefit plan by discounting the amounts of future benefits that employees have already earned through their service in the current and
prior periods. The discount rate applied represents the yield on government bonds that have maturity dates approximating the terms of the Group’s
obligations.
The current service cost of the defined benefit plan, recognised in profit and loss in employee benefit expense reflects the increase in the defined
benefit obligation resulting from employee service in the current year, benefit changes, curtailments and settlements. Past-service costs are
recognised immediately in profit and loss.
The net interest cost is calculated by applying the discount rate to the net balance of the defined benefit obligation. This cost is included in employee
benefit expense in the profit and loss in the consolidated statement of comprehensive income. Actuarial gains and losses are fully recognised in other
comprehensive income in the period they occur.
Provisions
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable that the Group
will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.
The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the date of consolidated
statement of financial position, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using the
cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows.
When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the receivable is
recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable can be measured reliably.

Key sources of estimation uncertainty
The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the reporting period that
affect the amounts recognised in the consolidated financial statements and have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.
Useful economic life and residual value of property, plant and equipment
The Group’s property, plant and equipment, other than mining assets, are depreciated using the straight-line method over their estimated useful lives
which are based on management’s business plans and operational estimates, related to those assets.
The factors that could affect the estimation of useful lives and residual values include the following:
– changes in asset utilisation rates;
– changes in maintenance technology;
– changes in regulations and legislation; and
– unforeseen operational issues.
Any of the above could affect prospective depreciation of property, plant and equipment and their carrying and residual values.
Management periodically reviews the appropriateness of assets’ useful economic lives. The review is based on the current condition of the assets
and the estimated period during which they will continue to bring economic benefits to the Group.
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Site restoration provision
The Group estimates site restoration provision based on management’s understanding of the current legal requirements and internally generated
engineering estimates and represents management’s best estimate of the present value of the future costs required.

6. Revenue
By product (including transportation services)

2020

2019

Hot rolled steel

2,542

3,132

Galvanised steel

1,154

1,320

Long steel products

601

716

Cold rolled steel

496

630

Galvanised steel with polymeric coating

577

599

Hardware products

132

154

The provision recognised for each site is periodically reviewed and updated based on the facts and circumstances available at the time. Changes to
the estimated future costs for operating sites are recognised in the consolidated statement of financial position by adjusting both the restoration asset
if it exists and provision. Such changes give rise to a change in future depreciation and financial charges. For closed sites, changes to estimated costs
are recognised immediately in the consolidated statement of comprehensive income. Details are disclosed in Note 23.

Wire, sling, bracing

130

149

Formed section

81

131

Coking production

72

120

Band

79

83

Impairment of assets

Tin plated steel

119

115

The Group periodically evaluates the recoverability of the carrying amount of its assets. Whenever events or changes in circumstances indicate that
the carrying amounts of those assets may not be recoverable, the Group estimates the recoverable amount of the asset. This requires the Group to
make judgments regarding long-term forecasts of future revenues and costs related to the assets subject to review. In turn, these forecasts are uncertain
in that they require assumptions about demand for products and future market conditions. Significant and unanticipated changes to these assumptions
and estimates included within the impairment reviews could result in significantly different results than those recorded in the consolidated financial
statements. Details of the assumptions are disclosed in Note 16.

Coal

21

16

Tubes

43

33

Scrap

69

58

Slabs

5

–

274

310

6,395

7,566

By customer destination

2020

2019

Russian Federation and the CIS

83%

87%

Middle East

7%

7%

Asia

5%

2%

Europe

3%

3%

Africa

2%

1%

Total

100%

100%

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where there is sufficient objective
evidence that they will occur. Significant estimates and assumptions are made in determining the amount of restoration provisions. Those estimates
and assumptions deal with uncertainties such as: requirements of the relevant legal and regulatory framework, the magnitude of possible
contamination and the timing, extent and costs of required restoration activity. These uncertainties may result in future actual expenditure differing
from the amounts currently provided.

Initial recognition of related party transactions
In the normal course of business the Group enters into transactions with its related parties. IFRS 9 requires initial recognition of financial instruments
based on their fair values. Judgement is applied in determining if transactions are priced at market or non market interest rates, where there is no
active market for such transactions. The basis for judgement is pricing for similar types of transactions with unrelated parties and effective interest rate
analyses. Terms and conditions of related party balances are disclosed in Note 27.
ECL measurement
Measurement of ECLs is a significant estimate that involves determination methodology, models and data inputs. Details of ECL measurement
methodology are disclosed in Notes 17 and 27. The following components have a major impact on credit loss allowance: definition of default,
SICR, probability of default (“PD”), exposure at default (“EAD”), and loss given default (“LGD”). The Group regularly reviews and validates the
models and inputs of the models to reduce any differences between expected credit loss estimates and actual credit loss experience. The credit loss
allowance for trade receivables is determined according to provision matrix based on the number of days that an asset is past due. The effect of
adjustments for forward-looking information from the models of macro-economic scenarios do not have significant impact on ECL estimation
because performance obligations are generally short-term in nature.
Income tax and other taxes
The Group is subject to income tax and other taxes in numerous jurisdictions. Significant judgement is required in determining the provision for income
tax and other taxes due to the complexity of the tax legislation of the Russian Federation and of other countries, where the Group’s entities operate.
There are many transactions and calculations for which the ultimate tax determination is uncertain. The Group recognises liabilities for anticipated
tax inspection issues based on estimates of whether additional taxes will be due. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the amount of tax expense and tax provisions in the period in which such
determination is made.
In addition, the Group records deferred tax assets at each date of the consolidated statement of financial position based on the amount that
management believes is probable to be utilised in future periods. This determination is based on estimates of future profitability. A change in these
estimates could result in the write-off of deferred tax assets in future periods for assets that are currently recorded in the consolidated statement of
financial position. In estimating levels of future profitability, the Group has considered historical results of operations in recent years and would, if
necessary, consider the implementation of prudent and feasible tax planning strategies to generate future profitability.
Write-off policy
Financial assets are written off, in whole or in part, when the Group exhausted all practical recovery efforts and has concluded that there is no
reasonable expectation of recovery. Determining the cash flows for which there is no reasonable expectation of recovery requires judgement.
Management considered the following indicators that there is no reasonable expectation of recovery: receivables being past due over 360 days,
liquidation or bankruptcy proceedings, fair value of collateral is less than the costs to repossess it or enforcement activities were completed.
Measurement of right-of-use assets and liabilities
Extension and termination options are included in a number of property and equipment leases across the Group. These terms are used to maximise
operational flexibility in terms of managing contracts. The majority of extension and termination options held are exercisable only by the Group and
not by the respective lessor.
In determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise an extension option,
or not exercise a termination option. Extension options (or periods after termination options) are only included in the lease term if the lease is reasonably
certain to be extended (or not terminated). The assessment is reviewed if a significant event or a significant change in circumstances occurs which
affects this assessment and that is within the control of the lessee.

Others
Total

By type of performance obligation

Revenue from sales of products – at point in time
Revenue from transportation services – over time
Total

2020

2019

6,073

7,235

322

331

6,395

7,566

7. Segment information
An operating segment is a component of the Group that engages in business activities from which it may earn revenues and incur expenses, including
revenues and expenses that relate to transactions with any of the Group’s other components. IFRS 8 requires operating segments to be identified on
the basis of internal reports about components of the Group that are regularly reviewed by the chief operating decision maker (“CODM”) in order
to allocate resources to the segments and to assess their performance, and for which discrete financial information is available.
Based on the current management structure and internal reporting the Group has identified the following operating segments:
– Steel segment (Russia), which includes the Parent Company and its subsidiaries involved in production of steel, wire and hardware products.
All significant assets, production and management and administrative facilities of this segment are located in the cities of Magnitogorsk and Lysva
(Russian Federation);
– Steel segment (Turkey), which includes MMK Metalurji involved in production of steel. The two sites of this segment are located in Iskenderun and
Istanbul (Turkey); and
– Coal mining segment, which includes OJSC Belon and LLC MMK Ugol involved in mining and refining of coal. All significant assets, production
and management and administrative facilities of this segment are located in the city of Belovo (Russian Federation).
The profitability of the three operating segments is primarily measured by CODM based on Segment EBITDA. Segment EBITDA is determined as
segment’s operating profit adjusted to exclude depreciation and amortisation expense and loss on disposal of property, plant and equipment, and
to include the share of result of associates, including the impairment of investments in associates. Since this term is not a standard measure in IFRS the
Group’s definition of EBITDA may differ from that of other companies.
Inter-segment pricing is determined on a consistent basis using market benchmarks.
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9. General and administrative expenses

The following table presents measures of segment results for the years ended 31 December 2020 and 2019:

2020

2019

103

112

Taxes other than income tax

33

33

Revenue (including transportation revenue)

Depreciation and amortisation

24

24

Sales to external customers

Professional services

22

20

Insurance

2

3

Materials

4

3

Research and development costs

–

1

Other

17

16

Total

205

212

2020

2019

398

423

Packing costs

37

44

Materials

16

19

Payroll and social taxes

13

14

Advertising expenses

2

3

Depreciation

1

1

Steel (Russia)
2020

Inter-segment sales
Total revenue
Segment EBITDA
Depreciation and amortisation
Loss on disposal of property, plant and equipment
Operating profit/(loss) per IFRS
financial statements

5,855
117
5,972

Steel (Turkey)

2019

7,029
197
7,226

2020

518
–
518

Coal mining

2019

520
–
520

2020

Eliminations
2020

2019

22

17

157

–

229

179

(274)

246

(274)

Payroll and social taxes

Total
2020

2019

–

6,395

(426)

–

(426)

1,440

1,744

34

(12)

13

68

5

(3)

(437)

(463)

(17)

(18)

(30)

(29)

–

(65)

(12)

–

–

(1)

(1)

–

938

1,269

17

(30)

(18)

38

5

(3)

6,395

2019

7,566
–
7,566

1,492

1,797

–

(484)

(510)

–

(66)

(13)

942

1,274

A reconciliation from operating profit per IFRS financial statements to profit before taxation is included in the consolidated statement of
comprehensive income.
At 31 December 2020 and 2019, the segments’ total assets and liabilities were reconciled to total assets and liabilities as follows:
31 December 2020
Steel (Russia)

Steel (Turkey)

Coal mining

Eliminations

Total

Total assets

8,266

499

400

(1,673)

7,492

Total liabilities

2,757

95

99

(60)

2,891

Steel (Russia)

Steel (Turkey)

Coal mining

Total assets

9,238

496

487

(1,937)

8,284

Total liabilities

2,685

100

89

(109)

2,765

10. Selling and distribution expenses
Transportation expenses

Other

25

45

Total

492

549

11. Other operating expense/(income), net

31 December 2019
Eliminations

Total

The segmental additions to property, plant and equipment and intangible assets for the years ended 31 December 2020 and 31 December 2019 were:

2020

2019

Loss on disposal of property, plant and equipment

66

13

Provision for legal claims

17

10

Gain on disposal of other assets

(13)

(13)

Loss on disposal of subsidiaries

3

–

Insurance compensation of damage

(9)

–

(1)

(1)

63

9

2020

2019

Other operating gain, net

Steel (Russia)

679

773

Total

Steel (Turkey)

5

5

Coal mining
Total capital expenditure

57

73

741

851

8. Cost of sales
2020

2019

4,123

Depreciation of property, plant and equipment

459

485

Payroll and social taxes

602

650

Other expenses

202

203

4,685

5,461

6

51

4,691

5,512

Changes in work in progress, finished goods and goods in transit
Total

For the years ended 31 December 2020 and 2019, other expenses included USD 58 million and USD 64 million, respectively, related to social
programmes and maintenance of social assets.

13. Finance costs
3,422

Raw materials used

12. Other expenses

2020

2019

Interest expense on borrowings

1

12

Interest expense on provisions

13

14

Interest expense on bonds

23

12

Expenses related to withholding tax in respect to dividends paid in prior periods and related compensation, net (Note 27)

6

–

Other

1

–

Total

44

38
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2020

2019

9

28

Property, plant and equipment

Foreign exchange loss/(gain) from financing activities, net

120

(15)

Investments

Total

129

13

Unused tax losses

Foreign exchange loss from operating activities, net

Investment tax credits
Inventories

15. Income taxes
The Group’s income tax expense attributable to different tax jurisdictions for the years ended 31 December 2020 and 2019 was:

Current income tax
Deferred income tax expense/(income), net
Total income tax expense

2020

2019

167

255

19

(16)

186

239

The income tax charge is different from that which would be obtained by applying the Russian Federation statutory income tax rate to profit before
income tax. A reconciliation between the expected and the actual taxation charge is provided below.
2020

2019

Profit before income tax

790

1,095

Theoretical income tax charge

158

219

Adjustments due to:
Effect of different tax rates

–

(1)

Income not taxable

–

(1)

Expenses not deductible

12

13

Change in unrecognised deferred tax assets

(5)

(12)

Unrecognised deferred tax assets as a result of difference between functional and tax accounting currency

15

20

Other
Income tax expense

6

1

186

239

Property, plant and equipment
Investments
Unused tax losses
Investment tax credits
Inventories
Accounts receivable

31 December
2020

Recognised in
profit or loss

15

1

(3)

31 December
2019

17

2

–

–

2

15

(2)

(3)

20

4

(1)

–

5

15

4

(3)

14

7

3

–

4

27

(12)

(8)

47

Accounts payable

24

3

(2)

23

Deferred tax set off

(60)

6

11

(77)

Deferred income tax assets

49

2

(8)

55

Site restoration provision

Property, plant and equipment

Recognised in
profit or loss

Effect of translation
to presentation
currency

31 December
2018

17

2

1

14

2

–

–

2

20

2

2

16

5

–

–

5

14

(3)

2

15
3

Accounts receivable

4

1

–

Loans

–

(1)

–

1

47

15

4

28

Site restoration provision
Accounts payable

23

12

1

10

Deferred tax set off

(77)

(27)

(6)

(44)

Deferred income tax assets

55

1

4

50

Property, plant and equipment

(439)

(18)

(46)

(375)

Intangible assets

(2)

(1)

–

(1)

Investments

(2)

(2)

–

–

Inventories

(30)

8

(3)

(35)

Accounts receivable

(13)

(13)

1

(1)

Loans

(1)

–

–

(1)

Deferred tax set off

77

27

6

44

Deferred income tax liabilities

(410)

15

(44)

(381)

Net deferred tax liability

(355)

16

(40)

(331)

At 31 December 2020 and 2019, the aggregate amount of temporary differences associated with undistributed earnings of subsidiaries for which
deferred tax liabilities have not been recognised was USD 558 million and USD 682 million, respectively. No liabilities have been recognised in
these consolidated financial statements in respect of these differences because the Group is in a position to control the timing of the reversal of the
temporary differences and it is probable that such differences will not reverse in the foreseeable future.
Based upon historical taxable income and projections for future taxable income over the periods in which deferred income tax assets are deductible,
management of the Group believes that the Group will realise the benefits of the deductible differences.

Deferred income tax assets and liabilities comprise income tax effect of the differences arising between the tax and accounting bases of the
following assets and liabilities:
Effect of
translation to
presentation
currency

31 December
2019

(377)

(9)

71

(439)

Intangible assets

(2)

–

–

(2)

Investments

(3)

(1)

–

(2)

Inventories

(37)

(10)

3

(30)
(13)

Accounts receivable

(4)

6

3

Loans

(2)

(1)

–

(1)

Deferred tax set off

60

(6)

(11)

77

Deferred income tax liabilities

(365)

(21)

66

(410)

Net deferred tax liability

(316)

(19)

58

(355)

Deferred tax assets of USD 4 million have not been recognised in 2020 (which don’t include related to tax losses) and USD 5 million have not been
recognised in 2019 (of which USD 5 million related to tax losses) because it is not probable that future taxable profits will be available against which
the Group can utilise the benefits therefrom.
At 31 December 2020 unrecognised deferred tax assets other than related to tax losses were USD 58 million (31 December 2019: USD 72 million).
Tax losses expire in the following years:
Year of expiry

Without expiry date
From 2 to 5 years

31 December
2020

31 December
2019

9

9

11

27

20

36

The Controlled Foreign Company (CFC) legislation introduced Russian taxation of profits of foreign companies and non corporate structures
(including trusts) controlled by Russian tax residents (controlling parties). CFC income is subject to a 20% tax rate. This legislation had no material
impact on remeasurement of Group’s income tax assets and liabilities.
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For impairment assessment the management reviewed the business performance and industry outlook and prepared calculations of the recoverable
value of non-current assets for each operating segment using the discounted cash flows (DCF) model based on value in use.

Land and buildings

Machinery and
equipment

Transportation
equipment

Fixtures and fittings

Mining assets

Construction in
progress

Total

2,731

5,612

164

160

85

927

9,679

Additions

3

215

11

3

–

588

820

Transfers

233

362

18

5

–

(618)

–

Site restoration provision

–

–

–

–

13

–

13

Disposals

(9)

(196)

(6)

(2)

–

(13)

(226)

Disposals of subsidiaries

(5)

(5)

(1)

–

–

–

(11)

Cost
At 1 January 2019

Utilised allowance for impairment losses

For impairment testing management groups its assets into three cash-generating units (CGU) that are operating segments: Steel segment (Russia),
Steel segment (Turkey) and Coal mining segment.
At 31 December 2019, management analysed changes in the economic environment and developments in the metal industry and the Group’s
operations since 31 December 2018 and considered it necessary to carry out impairment test for Steel (Turkey) cash-generating unit. No impairment
indicators were identified for cash-generating units Steel (Russia) and Coal mining. For Steel (Turkey) impairment indicators were identified such as
significant decrease of Turkish lira to US dollar, increase of inflation and borrowing costs. Based on the test performed as at 31 December 2019 no
impairment for Steel (Turkey) was identified.
As of 31 December 2020, the management analysed changes in the economics, metals industry and the Group’s business since 31 December 2019
and decided to test non-current assets for impairment for all CGUs of the Group: Steel segment (Russia), Steel segment (Turkey) and Coal mining
segment. As the result of impairment test no impairment was identified for all CGUs as at 31 December 2020.

–

–

–

–

–

(2)

(2)

266

586

19

19

11

112

1,013

3,219

6,574

205

185

109

994

11,286

Additions

1

184

3

3

–

535

726

Transfers

157

339

2

13

–

(511)

–

The following assumptions were used for the impairment test as of 31 December 2020 for the Steel segment (Russia) CGU:

–

–

–

–

(1)

–

(1)

– sales volume in 2021 is expected to go 15% up vs. 2020, 1% up year on year in 2022 and 2023, and remain flat in 2024 and 2025;

(39)

(312)

(4)

(6)

(13)

(13)

(387)

(425)

(910)

(28)

(30)

(18)

(165)

(1,576)

2,913

5,875

178

165

77

840

10,048

Effect of translation to presentation currency
At 31 December 2019

Site restoration provision
Disposals
Effect of translation to presentation currency
At 31 December 2020

Charge for the year
Reversal/(accrual) of impairment

(29)

(5,309)

(126)

(64)

(86)

(380)

(14)

(18)

(2)

–

(500)

–

–

–

–

–

1

1

– a 3% decrease in future planned volume of sales would not lead to impairment;
– a decrease in sales price for 3% would lead to impairment;

–

–

–

–

–

2

2

174

5

1

–

–

183

Disposals of subsidiaries

3

4

1

–

–

–

8

(107)

(345)

(13)

(15)

(8)

(3)

(491)

(1,493)

(4,210)

(142)

(158)

(74)

(29)

(6,106)

(84)

(367)

(14)

(10)

(2)

–

Reversal/(accrual) of impairment
Disposals
Effect of translation to presentation currency
At 31 December 2020

The estimates of future discounted cash flows and the results of the impairment test are particularly sensitive in the following areas for the Steel
segment (Russia) CGU:

(121)

3

Charge for the year

– growth rate beyond five years is projected at 2%;

(3,663)

Disposals

At 31 December 2019

– EBITDA margin in the terminal period is projected at 16.1%;

(1,306)

Utilised allowance for impairment losses

Effect of translation to presentation currency

– average steel prices in 2021 are expected to go 8% up vs. 2020, 2% up in 2022 2024 and 1% up in 2025;

– a pre-tax discount rate was estimated in USD terms based on the weighted average cost of capital basis and was 12.5% (post tax rate was 10%).

Depreciation
At 1 January 2019

The recoverable amount was calculated using projected cash flows for 5 years prepared by extrapolation of data derived from the approved
financial budget for 2021 as base period over the next 4 years, using projected growth rates. Cash flows beyond the five year period are
extrapolated based on long-term growth rates.

(477)

– a 1% increase in the discount rate would not lead to impairment;
– a 1% decrease in EBITDA margin in the post forecast period would not lead to impairment.
The following assumptions were used for the impairment test as of 31 December 2020 for the Steel segment (Turkey) CGU:
– sales volume in 2021 is expected to go 12% up vs. 2020, 11% up in 2022 vs. 2021, and remain flat in 2013, 2024 and 2025;
– average steel prices in 2021 are expected to go 3% up vs. 2020, 4% up in 2022 and 2% up in 2023–2025;

–

–

–

–

–

3

3

16

265

4

6

13

–

304

– EBITDA margin in the terminal period is projected at 10.3%;

169

541

19

25

11

4

769

(52)

(22)

– growth rate beyond five years is projected at 2%;

(1,392)

(3,771)

(133)

(137)

(5,507)

Carrying amount

– a pre-tax discount rate was estimated in USD terms based on the weighted average cost of capital basis and was 13.9% (post tax rate was 11.6%).
The estimates of future discounted cash flows and the results of the impairment test are particularly sensitive in the following areas for the Steel
segment (Turkey) CGU:

At 31 December 2019

1,726

2,364

63

27

35

965

5,180

At 31 December 2020

1,521

2,104

45

28

25

818

4,541

At 31 December 2019

2,123

2,526

63

30

51

994

5,787

– a 1% decrease in EBITDA margin in the post forecast period would lead to impairment.

At 31 December 2020

1,895

2,188

46

29

37

840

5,035

The following assumptions were used for the impairment test as of 31 December 2020 for the Coal mining segment CGU:

– a 1% decrease in future planned volume of sales would lead to impairment;
– a decrease in sales price for 1% would lead to impairment;
– a 1% increase in the discount rate would lead to impairment;

Carrying amount had no impairment taken place

For the year ended 31 December 2020 and 2019 Group capitalise borrowing costs 1 and 1 to property, plant and equipment, respectively.
At 31 December 2020 and 2019 there is no property, plant and equipment pledged.
Capital commitments are disclosed in Note 30.
At 31 December 2020 carrying amount of the construction in progress included impairment provision of USD 22 million (31 December 2019:
USD 29 million). During the year ended 31 December 2020 management approved the decision to restart the modernisation project and reversed
previously recognised provision on amount of USD 3 million. The effect of translation to presentation currency USD 4 million.
The global pandemic and the introduction of quarantine measures to combat coronavirus in Russia have had a significant impact on economic
activity in Q2 2020. While the market conditions in Q3 2020 were characterised by economy recovery in Russia and in a number of countries
and regions of the world, an increase in demand for steel and the subsequent increase in market quotations for steel products, financial results of
the Group declined in 2020 compared to 2019.
Management focused on the impairment assessment of non-current assets of the Group due to decline of the Group’s EBITDA in 2020 compared
to 2019 in a context of an overall uncertainty of future market trends due to COVID-19 pandemic, that is still in progress as of 31 December 2020,
as the potential impairment indicator.

– sales volume in 2021 is expected to go 14% up vs. 2020, 7% up in 2022 vs. 2021, 3% down in 2023, 1% down in 2024 and 4% up in
2025 vs. 2024;
– average coal concentrate prices in 2021 are expected to go 6% up vs. 2019 (2020 is considered irrelevant for long-term forecasting due to the
imbalance at global coal market caused by the ban on coal import to China from Australia), 2% up in 2022 vs. 2021, 3% up in 2023, 1% up in
2024 and remain flat in 2025;
– EBITDA margin in the terminal period is projected at 26.4%;
– growth rate beyond five years is projected at 4%;
– a pre-tax discount rate was estimated in RUB terms based on the weighted average cost of capital basis and was 16.9% (post tax rate was 13%).
The estimates of future discounted cash flows and the results of the impairment test are particularly sensitive in the following areas for the Coal mining
segment CGU:
– a 1% decrease in future planned volume of sales would lead to impairment;
– a decrease in sales price for 1% would lead to impairment;
– a 1% increase in the discount rate would lead to impairment;
– a 1% decrease in EBITDA margin in the post forecast period would lead to impairment.
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The following table explains the changes in the credit loss allowance for trade receivables under simplified ECL model between the beginning and
the end of the annual period:
31 December
2020

31 December
2019

Raw materials

661

702

Balance at the beginning of the year

Work in progress

160

164

Changes in estimates and assumptions

2

10

Finished goods and goods for resale

279

327

Total credit loss allowance charge in profit or loss for the period

2

10

Expected credit loss utilised

(1)

(5)

Effect of translation to presentation currency

(3)

(1)

23

25

Goods in transit
Deferred drifting costs
Total
Allowance for obsolete and slow-moving items and write down to net realisable value

1

2

48

50

1,149

1,245

Balance at the end of the year

2020

2019

25

21

As a result of the credit risk analysis for other receivables, the total amount of the estimated provision for expected credit losses for other financial
receivables amounted to USD 9 million as at 31 December 2020 (USD 11 million as at 31 December 2019). The amount of the provision was
primarily formed in respect of financial assets impaired as a result of default in Phase 3 of the “three-stage” model. The change in the estimated
provision for ECL on other receivables in 2020 and 2019 is not material.

(21)

(29)

1,128

1,216

2020

2019

Balance at the beginning of the year

29

20

Change in allowance

(4)

8

Derecognised during the period

–

(1)

Non-current financial assets

Effect of translation to presentation currency

(4)

2

Unlisted securities

2

2

29

Total non-current

2

2

7

8

Total inventories, net

The movement in the allowance for obsolete and slow-moving items and write down to net realisable value was as follows:

Balance at the end of the year

21

19. Investments in securities and other financial assets
31 December
2020

31 December
2019

Current financial assets

18. Trade and other receivables

Trading debt securities
31 December
2020

31 December
2019

Trade receivables

528

536

Other receivables

9

11

(32)

(36)

505

511

Advances paid

42

37

Prepaid expenses

27

20

Expected credit loss allowance
Total financial assets within trade receivables

Other receivables
Total trade and other receivables

32

26

606

594

Bank deposits, USD

200

–

Total current

207

8

Trading debt securities are liquid publicly traded bonds and notes of Russian companies and banks. They are reflected at period end market value
based on trade prices obtained from investment brokers.
No bank deposits are past due or impaired. The analysis of the credit quality of bank deposits are as follows:
31 December
2020

ВВB- to ВBВ+ rated
Total

31 December
2019

200

–

200

–

31 December
2020

31 December
2019

Guarantee letters received in relation to trade receivables that are not impaired amounted to USD 119 million (31 December 2019: USD 168 million).
The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss allowance for all trade
receivables.

20. Cash and cash equivalents

To measure the expected credit losses, trade receivables have been grouped based on shared credit risk characteristics and the days past due.
The expected loss rates are based on the payment profiles of customers over a period of 36 month before each balance sheet date and the
corresponding historical credit losses experienced within this period. The effect from adjustments to historical loss rates for macroeconomic factors
is not material because performance obligations are short-term in nature.

Cash in banks, USD

255

57

Cash in banks, EUR

8

10

Cash in banks, RUB

44

35

The credit loss allowance for trade receivables is determined according to provision matrix presented in the table below. The provision matrix is
based on the number of days that an asset is past due.

Cash in banks, others

1

–

Cash in transit, USD

1

–

Bank deposits, USD

85

626

31 December 2020

31 December 2019

Bank deposits, RUB

461

375

Lifetime ECL

Gross carrying
amount

Lifetime ECL

Bank deposits, EUR

1

1

484

1

481

–

Bank deposits, TRY

2

1

21

–

22

–

Total

858

1,105

30 to 90 days overdue

2

1

4

1

91 to 180 days overdue

1

1

3

2

over 180 days overdue

20

20

26

22

528

–

536

–

–

23

–

25

505

–

511

–

Current
Less than 30 days overdue

Total financial assets within trade receivables
Credit loss allowance
Total financial assets within trade receivables (carrying amount)

Gross carrying
amount
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Debt repayment schedule

No bank balances and deposits are past due or impaired. The analysis of the credit quality of bank balances and deposits are as follows:

A- to AA+ rated
ВВB- to ВBВ+ rated
BB- to BB+ rated
B- to B+ rated

31 December
2020

31 December
2019

2021 (presented as current portion of long-term borrowings, Note 26)

60

8

110

2022

56

909

2023

30

215

40

2024

451

55

41

2025 and thereafter

575

Other

5

5

Total

858

1,105

Based on the credit ratings of independent rating agencies Standard&Poors and Fitch ratings.

11

Total

608
31 December
2019

Year ended

2020 (presented as current portion of long-term borrowings, Note 26)

21. Share capital
Common stock

Authorised, issued and fully paid common shares with a par value of RUB 1 each (in thousands)

31 December
2020

Year ended

31 December
2020

31 December
2019

11,174,330

11,174,330

221

2021

46

2022

42

2023

18

2024 and thereafter

421

Total

748

Treasury stock

Eurobonds

At 31 December 2020 and 31 December 2019, the Group did not hold issued common shares of the Parent Company as treasury stock.
The currency translation reserve comprises all foreign exchange differences arising from the translation of the consolidated financial statements of
foreign operations and translation to presentation currency. The reserve is dealt with in accordance with the accounting policies set out in Note 4.

On 13 June 2019, the Group issued 5 year USD 500 million eurobonds with an annual coupon rate of 4.375% payable semi annually to finance
its general corporate purposes. The bonds are repayable on 13 June 2024. The Group issued bonds though a consolidated structured entity MMK
International Capital DAC incorporated in Ireland. This entity was consolidated as it was specifically set up for the purposes of the Group, and the
Group has exposure to substantially all the risks and rewards through outstanding guarantees of the entity’s obligations. The Group guarantees all
obligations of this entity represented by the bonds issued.

Shareholders’ voting rights

Net debt reconciliation

The shareholders of fully paid common stock are entitled to one vote per share at the annual general shareholders’ meeting of the Parent Company.

The table below sets out an analysis of net debt. Net debt reconciliation is a reconciliation of the movements in the Group’s liabilities from financing
activities net of cash and cash equivalents and bank deposits for each of the periods presented. The items of these liabilities are those that are
reported as financing in the consolidated statement of cash flows:

Currency translation reserve

Dividends
On 27 December 2019, the Parent Company declared dividends of RUB 1.650 (USD 0.027) per ordinary share representing total dividends of
USD 298 million. In January 2020 dividends were paid out.
On 29 May 2020, the Parent Company declared dividends of RUB 1.507 (USD 0.021) per ordinary share representing total dividends of
USD 237 million. In June and July 2020 dividends were paid out.

Borrowings (Notes
22, 26)

At 1 January 2019

(515)

On 11 September 2020, the Parent Company declared dividends of RUB 0.607 (USD 0.008) per ordinary share representing total dividends of
USD 90 million. In October 2020 dividends were paid out.

Cash flows, net

On 25 December 2020, the Parent Company declared dividends of RUB 2.391 (USD 0.032) per ordinary share representing total dividends of
USD 357 million. In January 2021 dividends were partially paid out (Note 32).

Interest (charge)/income

Unsecured loans, EUR
Total

Change in lease, net
Other

22. Long-term borrowings

Unsecured listed bonds, USD

Effect of translation to presentation currency and exchange rate changes

At 31 December 2019
31 December
2020

31 December
2019

478

478

70

49

548

527

Borrowings
The Group has various borrowing arrangements denominated in RUB, USD and EUR with various lenders. Those borrowings consist of unsecured
loans and credit facilities. At 31 December 2020 and 2019, the total unused element of all credit facilities was USD 1,494 million and
USD 1,437 million, respectively.
According to the terms of the borrowings, the Group is required to comply with a number of covenants, including under certain financial ratios.
The Group was in compliance with covenants during the reporting periods and as at 31 December 2020 and 2019.

Leases

Cash and cash
Bank deposits
equivalents (Note 19)/Interest
(Note 20)
income

Total

(21)

739

–

203

(315)

3

315

(22)

(19)

(5)

(1)

51

1

46

(24)

(1)

–

21

(4)

–

10

–

–

10

(1)
(860)

–
(10)

–

–

(1)

1,105

–

235

Cash flows, net

(43)

4

(200)

179

(60)

Effect of translation to presentation currency and exchange rate changes

(32)

–

(47)

1

(78)

Interest (charge)/income

(24)

(1)

–

20

(5)

–

(4)

–

–

(4)

(11)

858

200

88

Change in lease, net
At 31 December 2020

(959)

For the purposes of this disclosure interest income amounts include interest accrued on all bank deposits (Note 19 and 20).
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26. Short-term borrowings and current portion of long-term borrowings
2020

2019

237

140

Unwinding of discount rate

12

12

Change in estimates

(63)

78

Provision utilised

(11)

(13)

Effect of translation to presentation currency

(39)

20

136

237

Balance at the beginning of the year

Balance at the end of the year

Current portion of site restoration provision
Total

31 December
2019

Short-term borrowings:
Unsecured loans, RUB

40

–

Unsecured loans, EUR

246

45

Unsecured borrowings, RUB
Unsecured loans, USD

2

–

63

67

351

112

Current portion of long-term borrowings:

Included in the consolidated statement of financial position as:
Long-term portion of site restoration provision

31 December
2020

125

228

11

9

136

237

According to environmental regulation and Ecological programme approved by the management in 2013 the Group recognised a provision for
restoration of land and open pit in Magnitogorsk up to 2040. At the moment of provision recognition there were no assets in the consolidated
statement of financial position related to this provision due the open pit was depleted long years ago.
In 2020 management changed the restoration plan for the part of depleted open pit by appropriate submission of technical project, as the result,
provision for restoration decreased by 71 million. Changes in discount rate and site restoration expenses led to increase of related provision by
USD 9 million. All those changes were recognised in other expenses.
Provision for restoration and closing mine of mine shaft was decreased by USD 1 million and recognised in the costs of related assets.
In 2019 the management reassessed the cost of restoration of open pit due to changes in discount rate and site restoration expenses and increased
relative provision by USD 65 million accordingly and recognised it as part of other expenses. Provision for restoration and closing mine of mine shaft
was increased by USD 13 million and recognised in the costs of related assets.
The Group used discount rate of 5.9% (2019: 6.5%) to calculate provision.

Unsecured listed bonds, USD

21

21

Unsecured loans, EUR

39

200

Total

221
333

31 December
2020

31 December
2019

At 31 December 2020 and 2019 short-term loans were not secured.
Short-term borrowings and current portion of long-term borrowings are repayable as follows:

Due in:
1 month
1-3 months

9

7

262

203

3 months to 1 year

140

123

Total

411

333

24. Defined contribution plans

27. Related parties

Contributions to the Russian Federation State Pension Fund amounted to USD 123 million and USD 133 million for the years ended 31 December
2020 and 2019, respectively.

Transactions and balances outstanding with related parties

25. Trade and other payables

60
411

Transactions between the Parent Company and its subsidiaries, which are related parties of the Parent Company, have been eliminated on
consolidation and are not disclosed in this note.
The Group enters into transactions with related parties in the ordinary course of business for the purchase and sale of goods and services and
in relation to the provision of financing agreements to and from the Group entities. Transactions with related parties are generally performed on
arm’s-length basis.

31 December
2020

31 December
2019

Trade accounts payable

620

539

Dividends payable

370

307

Total financial payables within trade and other payables

990

846

In 2020 the Group received monetary reimbursement of expenses incurred in June 2020 related to withholding tax in respect to dividends paid
in prior periods in the amount of USD 7 million from the Parent company’s major shareholder (Note 13).

Advances from customers

a. Transactions with associates of the Group

Details of transactions with and balances between the Group and related parties at 31 December 2020 and 2019 and for the years ended
31 December 2020 and 2019 are disclosed below.

243

189

Other taxes payable

48

71

Salaries payable

55

61

Claims provision

19

13

Revenue

3

4

Other current liabilities

25

30

Purchases

5

12

1,380

1,210

Other expense

6

–

31 December
2020

31 December
2019

–

1

Total trade and other payables

2020

Performance obligations of the Group are short-term in nature. Consequently all advances to customers as of 1 January 2020 and 2019 were
recognised in revenue during the years ended 31 December 2020 and 2019 respectively.

Balances outstanding

The maturity profile of the Group’s financial payables within trade and other payables was as follows:

Trade and other receivables
31 December
2020

31 December
2019

1 month

823

715

1-3 months

109

99

Due in:

3 months to 1 year
Total

58

32

990

846

2019
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Credit risk

b. Transactions with other related parties

Credit risk refers to the risk that one party to a financial instrument will default on its contractual obligations resulting in a financial loss to the Group.
Credit risk arises from cash and cash equivalents and deposits with banks as well as credit exposures to customers and other counterparties,
including outstanding uncollateralised trade and other receivables.

2020

2019

383

257

Purchases

4

16

Bank charges

1

1

31 December
2020

31 December
2019

35

30

1

–

106

36

Revenue

Balances outstanding
Cash and cash equivalents
Borrowings
Trade and other receivables

Other related parties include entities under common control with the Group and companies controlled by key management personnel of the Group.
The amounts outstanding are unsecured and will be settled in cash.
Remuneration of the Group’s key management personnel
Key management personnel include key management of the Group and members of the Board of Directors and receive only short-term employment
benefits. For the years ended 31 December 2020 and 2019, total key management personnel compensation included in general and administrative
expenses amounted to USD 8 million and USD 9 million, respectively, including social taxes.

28. Risk management activities
The main risks inherent to the Group’s operations are those related to liquidity risk, credit risk exposures, market movements in interest rates, equity
investment prices and fluctuations in foreign exchange rates. A description of the Group’s risks and associated management policies in relation to
these risks are detailed below.

At 31 December 2020 and 2019, the Group assessed credit quality for trade and other receivables including trade and other receivables from
related parties by type of customers as follows:
31 December
2020

Automobile producers
Traders
Tube plants

31 December
2019

66

75

180

122

74

90

Other industries

185

224

Total

505

511

Expected credit loss (ECL) measurement
ECL is a probability weighted estimate of the present value of future cash shortfall (i.e., the weighted average of credit losses, with the respective risks
of default occurring in a given time period used as weights). An ECL measurement is determined by evaluating a range of possible outcomes. ECL
measurement is based on four components used by the Group: Probability of Default (“PD”), Exposure at Default (“EAD”), Loss Given Default (“LGD”)
and Discount Rate.
EAD is an estimate of exposure at a future default date, taking into account expected changes in the exposure after the reporting period. PD is an
estimate of the likelihood of default to occur over a given time period. LGD is an estimate of the loss arising on default. It is based on the difference
between the contractual cash flows due and those that the lender would expect to receive, including from any collateral. The expected losses are
discounted to present value at the end of the reporting period. The discount rate represents the effective interest rate (“EIR”) for the financial
instrument or an approximation thereof.

Liquidity risk
Liquidity risk is the risk that the Group will not be able to settle all liabilities as they fall due.
The Group’s liquidity position is carefully monitored and managed. The Group has in place a detailed budgeting and cash forecasting process to
help ensure that it has adequate cash available to meet its payment obligations.
Presented below is the maturity profile of the Group’s borrowings (the maturity profiles for financial liabilities within trade and other payables are
presented in Notes 25) based on contractual undiscounted payments, including interest:

Total

Due within
one month

Due from
one to three
months

Due from
three to twelve
months

Due in
one year
to later

Principal

902

3

264

111

524

Interest

78

–

–

23

55

980

3

264

134

579

2020

The Group’s maximum exposure to credit risk is represented by the carrying amount of financial assets recorded in the consolidated financial
statements, net of any impairment losses. Credit risk is the one of the largest risks for the Group’s business; management therefore carefully manages
its exposure to credit risk. Prior to acceptance of a new customer, the Group assesses the customer’s credit quality and defines credit limits. Credit
limits attributable to customers are regularly reviewed, at a minimum annually.

Fixed rate borrowings

Expected credit losses are modelled over instrument’s lifetime period. The lifetime period is equal to the remaining contractual period to maturity of
debt instruments, adjusted for expected prepayments, if any. Management models Lifetime ECL, that is, losses that result from all possible default
events over the remaining lifetime period of the financial instrument. The 12 month ECL, represents a portion of lifetime ECLs that result from default
events on a financial instrument that are possible within 12 months after the reporting period, or remaining lifetime period of the financial instrument
if it is less than a year.
The ECLs that are estimated by management for the purposes of these consolidated financial statements are point in time estimates, rather than
through the cycle estimates. The estimates consider forward-looking information, that is, ECLs reflect probability weighted development of key
macroeconomic variables that could have an impact on credit risk.
For purposes of measuring probability of default, the group defines default as a situation when the exposure meets one or more of the following criteria:
– the customer is more than 90 days past due on its contractual payments;
– international rating agencies have classified the customer in the default rating class;
– the customer meets the unlikeliness to pay criteria listed below:

Floating rate borrowings
Principal

64

6

–

10

48

1,044

9

264

144

627

Total

Due within
one month

Due from
one to three
months

Due from
three to twelve
months

Due in
one year
to later

Principal

794

7

204

83

500

Interest

99

–

–

22

77

893

7

204

105

577

Total fixed and floating rate borrowings

2019

Fixed rate borrowings

– the customer is in breach of financial covenants; and
– it is becoming likely that the customer will enter bankruptcy.
For purposes of disclosure, the Group fully aligned the definition of default with the definition of credit impaired assets. The default definition stated
above is applied to all types of financial assets of the Group.
An instrument is considered to no longer be in default (i.e. to have cured) when it no longer meets the default criteria that was applicable to the
relevant counterparty. The assessment whether or not there has been a significant increase in credit risk (“SICR”) since initial recognition is performed
on an individual basis. The criteria used to identify a SICR are monitored and reviewed periodically for appropriateness by the Group’s
management. The presumption, being that there have been significant increases in credit risk since initial recognition when financial assets are more
than 30 days past due, has not been rebutted.
The Group considers a financial instrument to have experienced a SICR when one or more of the following quantitative, qualitative or backstop
criteria have been met. For trade and other receivables:

Floating rate borrowings
Principal

71

–

–

21

50

Interest

2

–

–

1

1

73

–

–

22

51

966

7

204

127

628

Total fixed and floating rate borrowings

– the customer is insolvent;

– 30 days past due;
– commencement of legal proceedings with the counterparty in respect of the existing debt;
– Relative threshold: the Group regularly monitors debtors with increased credit risk and, depending on the assessment of macroeconomic, industry
and other relevant factors, considers if such debtors have a SICR.
The level of ECL that is recognised in these consolidated financial statements depends on whether the credit risk of the debtor has increased
significantly since initial recognition.
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30. Commitments and contingencies

Foreign currency risk

Commitments for expenditure

Foreign currency risk is the risk that the financial results of the Group will be adversely impacted by changes in exchange rates to which the Group
is exposed.

In the course of carrying out its operations and other activities the Group enters into various agreements which require the Group to invest in or
provide financing to specific projects or undertakings.

The objective of the Group’s foreign exchange risk management is to minimise the volatility of the Group’s cash flows arising from fluctuations in
foreign exchange rates. Management focuses on assessing the Group’s future cash flows in foreign currencies and managing the gaps arising
between inflows and outflows. Currently, the Group does not use hedging instruments to manage exchange rate exposures.

In the opinion of the Group’s management, these commitments are entered into under standard terms, which are representative of each project’s
feasibility and should not result in unreasonable losses to the Group.

At 31 December 2020 and 2019, the carrying amounts of the Group’s monetary assets and liabilities denominated in foreign currencies other than
its functional currency were as follows:
31 December 2020

31 December 2019

EUR

USD

EUR

USD

Cash and cash equivalents

7

317

11

666

Deposits

–

200

–

–

Assets

Trade receivables

12

189

11

77

Total assets

19

706

22

743

(56)

(91)

(46)

(87)

Liabilities
Trade and other payables
Borrowings

(361)

(501)

(299)

(501)

Total liabilities

(417)

(592)

(345)

(588)

Total net position

(398)

114

(323)

155

The table below details the Group’s sensitivity to devaluation of the RUB against USD and EUR by 10% (2019: 10%), which management believes
is an appropriate measure in the current market conditions and which would impact its operations.
EUR impact
2020

USD impact
2019

2020

2019

Loss or profit

(40)

(32)

11

16

Capital

(40)

(32)

11

16

Interest rate risk
Interest rate risk arises from the possibility that changes in interest rates will affect the value of financial instruments.
The table below details the Group’s annualised sensitivity to change of floating rates (LIBOR, EURIBOR, Mosprime) by 2% (31 December 2019: 2%),
which management believes is an appropriate measure in the current market conditions and which would impact its operations. The analysis was
applied to borrowings based on the assumptions that amount of liability outstanding at the date of statement of financial position was outstanding
for the whole annual period.
31 December
2020

31 December
2019

Profit

–

1

Capital

–

1

Equity and debt investment price risk
Investment price risk arising from holding equity and debt investments is not material for the Group.

29. Capital management
The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while maximising the return to
shareholders through the optimisation of debt and equity.
As at 31 December 2020 the capital structure of the Group consists of debt (borrowings and obligations under leases) in the amount of
USD 970 million (31 December 2019: USD 870 million), share capital of USD 386 million (31 December 2019: USD 386 million) and retained
earnings of USD 9,522 million (31 December 2019: USD 9,600 million).
The management of the Group reviews the Group’s capital structure on an annual basis. As part of this review, management considers the cost of
capital and the risks associated with each class of capital. Based on their recommendations, the Group balances its overall capital structure through
the payment of dividends as well as the issue of new debt or the redemption of existing debt. The Group monitors capital on the basis of the debt to
equity ratio (to be not higher than 1:1). Additionally, the Group monitors the adequacy of its debt level using the net debt to EBITDA ratio.
There were no significant changes in the Group’s approach to capital management during the year ended 31 December 2020 in comparison to the
prior period.

At 31 December 2020, the Group had purchase agreements of approximately USD 678 million to acquire property, plant and equipment
(31 December 2019: USD 705 million).
At 31 December 2020, the Group had purchase agreements of approximately USD 3,305 million to acquire in future periods through 2021 – 2027
coking coal, zinc, iron ore and natural gas (31 December 2019: USD 2,556 million).
As at 31 December 2020, future cash outflows of USD 37 million (undiscounted) to which the Group is potentially exposed to during the land lease
term have not been included in the lease liability because they include variable lease payments that are linked to cadastral value (31 December
2019: USD 131 million).
Penalties are payable or receivable under these agreements in certain circumstances and where supply terms are not adhered to. Management
does not expect such conditions to result in a loss to the Group.
In the past, the Group transferred social assets to local municipal authorities. The Group’s management expects that the Group will continue to partly
fund these social operations for the foreseeable future. These costs are recognised in the consolidated statement of comprehensive income as
incurred (Note 12).
Letters of guarantee
At 31 December 2020 the Group had letters of guarantee obtained from banks and given to suppliers amounted to USD 207 million (31 December
2019: USD 271 million).
Russian business environment
The Russian Federation displays certain characteristics of an emerging market. Its economy is particularly sensitive to oil and gas prices. The legal, tax
and regulatory frameworks continue to develop and are subject to frequent changes and varying interpretations. The Russian economy continues to be
negatively impacted by ongoing political tension in the region and international sanctions against certain Russian companies and individuals. Firm oil
prices, low unemployment and rising wages supported a modest growth of the economy in 2020. The operating environment has a significant impact
on the Group’s operations and financial position. Management is taking necessary measures to ensure sustainability of the Group’s operations.
However, the future effects of the current economic situation are difficult to predict and management’s current expectations and estimates could
differ from actual results.
Taxation contingencies in the Russian Federation
Russian tax legislation which was enacted or substantively enacted at the end of the reporting period, is subject to varying interpretations when
being applied to the transactions and activities of the Group. Consequently, tax positions taken by management and the formal documentation
supporting the tax positions may be challenged by tax authorities. Russian tax administration is gradually strengthening, including the fact that there
is a higher risk of review of tax transactions without a clear business purpose or with tax incompliant counterparties. Fiscal periods remain open to
review by the authorities in respect of taxes for three calendar years preceding the year when decisions about the review was made. Under certain
circumstances reviews may cover longer periods.
The Russian transfer pricing (TP) legislation is generally aligned with the international TP principles developed by the Organisation for Economic
Cooperation and Development (OECD), although it has specific features. The TP legislation provides for the possibility of additional tax assessment
for controlled transactions (transactions between related parties and certain transactions between unrelated parties) if such transactions are not on
an arm’s-length basis. The Management has implemented internal controls to comply with current TP legislation.
Tax liabilities arising from controlled transactions are determined based on their actual transaction prices. It is possible, with the evolution of the
interpretation of TP rules, that such prices could be challenged. The impact of any such challenge cannot be reliably estimated; however, it may be
significant to the financial position and/or the Group’s operations.
The Group includes companies incorporated outside of Russia. The tax liabilities of the Group are determined on the assumption that these companies
are not subject to Russian profits tax, because they do not have a permanent establishment in Russia. This interpretation of relevant legislation may be
challenged but the impact of any such challenge cannot be reliably estimated currently; however, it may be significant to the financial position and/or
the overall operations of the Group. The Controlled Foreign Company (CFC) legislation introduced Russian taxation of profits of foreign companies
and non corporate structures (including trusts) controlled by Russian tax residents (controlling parties). The CFC income is subject to a 20% tax rate.
As a result, management reassessed the Group’s tax positions and recognised current tax expense as well as deferred taxes for temporary differences
that arose from the expected taxable manner of recovery of the relevant Group’s operations to which the CFC legislation applies to and to the extent
that the Group (rather than its owners) is obliged to settle such taxes. Refer to Note 15.
As Russian tax legislation does not provide definitive guidance in certain areas, the Group adopts, from time to time, interpretations of such uncertain
areas that reduce the overall tax rate of the Group. While management currently estimates that it is probable that the tax positions and interpretations
that it has taken will be sustained, there is a possible risk that an outflow of resources will be required should such tax positions and interpretations be
challenged by the tax authorities. The impact of any such challenge cannot be reliably estimated; however, it may be significant to the financial
position and/or the overall operations of the Group.
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Notes to the consolidated financial statements
31. Fair value of financial instruments

Impact of COVID-19

The estimated fair values of certain financial instruments have been determined using available market information or other valuation methodologies
that require considerable judgment in interpreting market data and developing estimates. Accordingly, the estimates applied are not necessarily
indicative of the amounts that the Group could realise in a current market exchange. The use of different assumptions and estimation methodologies
may have a material impact on the estimated fair values.

In response to the spread of coronavirus in Russia, the Group has established a special committee under the leadership of the Parent Company’s
CEO and is promptly monitoring the situation. The Group’s employees receive up-to-date information on a daily basis about the current
epidemiological situation at the Group enterprises in Magnitogorsk, in the Chelyabinsk Region, in Russia and across the world.
The Group is taking active measures to prevent the spread and reduce the risk of coronavirus. Office employees have been shifted to work remotely,
while the number of personnel at production sites has been reduced. Shifts are being separated by pauses in order to minimise contact between
employees. All employees have been provided with personal protective equipment. Employees have their body temperature measured by contactless
thermometers throughout the Group’s divisions. Dispensers with antiseptic solution have been placed in administrative buildings and in public areas,
while specialised disinfecting equipment has been put in place and sanitary treatments are being carried out regularly. In person meetings,
negotiations and business trips have been replaced by online communications using appropriate technology.
According to the decision of the Chairman of the Board of Directors, Victor F. Rashnikov, PJSC MMK donated USD 12 million for anti-pandemic and
social support measures at Magnitogorsk.
The global pandemic and the introduction of quarantine measures to combat coronavirus in Russia have had a significant impact on economic
activity in Q2 2020.
Despite the ongoing difficult pandemic situation in the world, steel demand in Q4 caused by supply shortage in some markets, continued to increase,
stimulating the growth of market quotations for steel products.
The Group’s management is closely monitoring the development of the situation on global markets.
During the peak of the pandemic, the Group carried out planned repairs of the blast furnace, converter and rolling equipment, which was the cause
of a partial reduction in production volumes.

Where it was available, management of the Group determined fair value of unlisted shares using a valuation technique that was supported by
publicly available market information.
The carrying amounts of financial instruments such as cash (Level 1) and cash equivalents (Level 2), bank deposits, trade and other receivables,
lease obligations, short-term and long-term borrowings (except for listed bonds), trade and other payables are reasonable approximation of their
fair values as at 31 December 2020 and 31 December 2019 (Level 3 of fair value hierarchy). Fair value of the financial assets carried at amortised
cost is valued at the net present value of estimated future cash flows. The Group also considers liquidity, credit and market risk factors, and adjusts
thevaluation model as deemed necessary.
The fair value of floating rate instruments is normally approximation of their carrying amount. The estimated fair value of fixed interest rate instruments
is based on estimated future cash flows expected to be received discounted at current interest rates for new instruments with similar credit risks and
remaining maturities. Discount rates used depend on the credit risk of the counterparty.
The fair value of eurobonds is determined on the basis of market value and relates to level 1 of the fair value hierarchy.
The following table presents the fair value of financial instruments carried at FVTPL and eurobonds at the end of reporting period across the three
levels of the fair value hierarchy defined in IFRS 13 Fair Value Measurement, with the fair value of each financial instrument categorised in its entirety
based on the lowest level of input that is significant to that fair value management. The levels are defined as follows:
Level 1 (highest level): fair values measured using quoted prices (unadjusted) in active markets for identical financial instruments.

The Group has considerable flexibility in implementing its CAPEX programme, giving priority to projects with the strongest economic and
environmental performance.

Level 2: fair values measured using quoted prices in active markets for similar financial instruments, or using valuation techniques in which all
significant inputs are directly or indirectly based on observable market data.

The Group has a sufficient liquidity level and one of the lowest debt load indicators in the industry. As of 31 December 2020, the Group’s debt
amounted to USD 970 million, including Eurobonds maturing in 2024 (Notes 22, 26). At the same time, the total unused element of all credit facilities
is USD 1,494 million, which allows the Group to fully refinance its current debt portion. The Group’s cash, cash equivalents and short-term bank
deposits balance amounts to USD 1,058 million, resulting in a net debt/EBITDA ratio of -0.06x at the end of Q4 2020. The current values of
financial covenants are significantly lower than the normative ones.

Level 3 (lowest level): fair values measured using valuation techniques in which any significant input is not based on observable market data.
Level 1

Level 2

Level 3

Total

2

31 December 2020
Unlisted equity securities

–

–

2

The Group regularly assesses the solvency of its contractors. A significant part of the Group’s accounts receivable is secured by bank guarantees.

Trading debt securities

7

–

–

7

To date, the Group has not experienced any difficulties with the supply of basic raw materials, equipment or spare parts.

Total assets

7

–

2

9

The Russian Government has announced large scale measures to support the country’s economy and population. A set of measures has been
enacted for enterprises from the industries most affected by the spread of coronavirus. These measures include the deferral of certain categories of
tax payments and the provision of subsidies and other forms of assistance. Additional measures are being worked out to support the automotive and
construction industries as well as traditional metal consuming industries. In particular, metal consumption in Russia should be positively affected by
the programme to subsidise mortgage interest rates and speed up the implementation of the government’s national projects in conjunction with other
methods to support the construction industry.
In accordance with Decrees of the Russian Government published in April May 2020, the Group’s three subsidiaries raise preferential rate loans
as part of the state support programmes aimed at maintaining employment. The total amount of the debt under concluded loan agreements as of
31 December 2020 is USD 40 million.
Significant estimates were made by the Group based on available data in the current macroeconomic environment and using the best industry
expertise. Nevertheless, the Group’s management current significant estimates may change depending on the uncertainty surrounding the duration
of spread and the magnitude of the effects of coronavirus.
The Group’s management continues to closely monitor the development of the pandemic, taking active measures to minimise risks to employees and
to the business as a whole.

Eurobonds

540

–

–

540

Total liabilities

540

–

–

540

Unlisted equity securities

–

–

2

2

Trading debt securities

8

–

–

8

Total assets

8

–

2

10

31 December 2019

Eurobonds

529

–

–

529

Total liabilities

529

–

–

529

32. Events after the date of consolidated statement of financial position
In January 2020, dividends were paid in the amount of USD 353 million. The difference with the declared amount is caused by the change in the
exchange rates.

33. Approval of the consolidated financial statements
The consolidated financial statements for the year ended 31 December 2020 were approved by the Group’s management and authorised for issue
on 1 February 2021.
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Approach to reporting
This 2020 Integrated Annual Report (the “Report”) discloses data on MMK’s financial, economic and operating activities, and reflects the sustainability
highlights of PJSC MMK (“MMK”, the “Company”) and its subsidiaries (collectively, “the MMK Group”, the “Group“) from 1 January to 31 December 2020.
The MMK Group prepares its Annual Report every year. In 2020, sustainability data were included in the Annual Report. The 2019 Annual Report and
Sustainability Report were published in May and July 2020, respectively. Electronic versions of reports are available on the official corporate website:
http://eng.mmk.ru/for_investor/annual_reports/
The MMK Group demonstrates its willingness to disclose regular, reliable and relevant information on significant economic, environmental and social
aspects and to engage in an open dialogue with all stakeholders. The Group expresses its commitment to the concept of sustainable development and
seeks to improve relevant performance by exploring global best practices in ESG with a view to their subsequent integration. In preparing the Report,
MMK Group was guided by the existing practice of annual operational, financial and sustainability reporting.
The Report traditionally features a detailed description of operational and financial results of MMK and its subsidiaries with a breakdown by the Group’s
main business segments. Financial information is presented in accordance with the audited Consolidated Financial Statements as at 31 December 2020,
prepared under IFRS.
The MMK Group used the reporting principles for defining report content and quality set out in the Global Reporting Initiative’s Sustainability Reporting
Standards (GRI Standards). The Core disclosure option was selected for the Report. Wherever possible, the Group sought to disclose figures in excess
of the selected scope. In addition, SASB (Sustainability Accounting Standards Board) Reporting Standards were used for the first time in preparing
non-financial information disclosure.
The MMK Group took into account the interests of the investment community, rating agencies and other stakeholders with respect to the disclosed
information, including sustainability data. The Report also reflects the Group’s contribution to achieving the Sustainable Development Goals adopted
by the UN in 2015 in the document Transforming Our World: 2030 Agenda for Sustainable Development. On top of that, MMK Group was guided by
RSPP’s Recommendations on the Use of Basic Indicators in Governance and Corporate Non-Financial Reporting Practices.

The process of identifying material topics
To define the content of the Report, the MMK Group followed a process of identifying material economic, environmental and social topics. Material topics
are the most relevant topics for stakeholders of MMK and its subsidiaries as well as for the Group in terms of impact on the given topic.
To identify material topics, the MMK Group analysed the recommendations proposed by the GRI Standards, as well as material topics disclosed by
companies in the steel industry. Identification and ranking of material topics to be disclosed in the Report is carried out in three stages: identification,
prioritisation and approval.
Materiality assessment process
– Benchmarking material aspects highlighted in the reports of international and Russian steel companies
Step 1:

Identification

– Analysing information requests from external stakeholders and ESG rating agencies
– Analysing open sources of information (industry trends and risks, research, media reports)
Drawing up a preliminary list of material topics

– Approving the list of material topics
Step 2:

Prioritisation

– Electronic survey of internal and external stakeholders
– Prioritising the list of material topics based on the survey results
Prioritising the list of material topics

– Building a materiality matrix
Step 3:

Approval

– Drafting and approving the concept and structure of the Report, taking into account the prioritisation results
Building a materiality matrix and a concept of the Report
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About the Report

This Report was reviewed by all Group units involved in sustainability management, passed review and approval procedures at the level of the Strategic
Planning Committee and the Health, Safety and the Environment Committee, and was approved by MMK’s Board of Directors.

1 Energy efficiency
2 Biodiversity
3 Waste management
4  GHG emissions and
climate change
5 Air emissions

Social aspect
7  Occupational health
and safety
8  Local community
development
9 Human rights

Other

MMK Metalurji

LLC Shlakservice

LLC Ogneupor

LLC Mekhanoremontny
Komplex

CJSC Magnitogorsky
Zavod Prokatnyh Valkov

LLC MCRW

OJSC MMK-METIZ

LLC ATU

Environmental aspect
Energy efficiency and consumption
Biodiversity conservation

List of material topics disclosed in 2020
Environmental aspect

LLC MMK-COAL

GRI disclosure requirements for all topics were equally met while topics with a high level of materiality were disclosed in the Report with a particular level
of completeness and detail. All identified material topics are important to the MMK Group and its stakeholders alike. For the matrix of material topics,
see the Sustainability section of the Report.

MMK-LMZ

Material topics were further prioritised by means of an electronic survey involving 23 participants, including MMK’s employees and management, as well
as external stakeholders. Based on the survey results, a materiality matrix was built, which demonstrates the materiality of 14 economic, environmental and
social topics.

LLC Buskul

Reporting boundaries

Economic aspect

Resource efficiency and waste management
Combating climate change

11 Corporate governance

Air quality

12  Anti-corruption and ethics

Responsible water consumption and water discharge

13 Supply chain

Social aspect

14 Economic performance

Occupational health and safety

10 Employee engagement

6 Water management

Reporting boundaries

Human rights

Local communities

+ 24

HR management

+ 54

Economic aspect
Corporate governance

Operational and financial results were presented in the Report in accordance with the IFRS consolidated financial statements of PJSC MMK (the MMK
Group’s parent company) and the Group’s Russian and foreign subsidiaries.

Anti-corruption and ethics2

In the reporting year, the boundaries of non-financial information disclosure were significantly expanded across all sustainability areas to bring the
scopes of the MMK Group’s financial and non-financial reporting closer together. The Group attempted to collect and disclose non-financial data both
for MMK and the Group’s Russian and foreign subsidiaries in line with the scope of the IFRS consolidated financial statements.

Economic performance

The 2020 Report discloses non-financial data on MMK, as well as data on some indicators for the key 11 subsidiaries of the Group that are critical in
terms of the production process and their economic, environmental and social impacts. Certain indicators, mainly within social topics, are presented more
broadly and include other Group subsidiaries.
In 2020, the Company significantly expanded its disclosures on climate action practices and greenhouse gas emissions, including data on Scope 2 and
3 GHG emissions. Information on the “Greenhouse gas emissions and climate change” material topic is given only for MMK as at the date of the Report
due to the revision and plans for the development of the Group’s climate strategy in 2021. The boundary expansion is planned for July 2021 as part of
the MMK’s other public filings.
In the next reporting periods, the MMK Group will continue to consistently expand the boundaries of non-financial information disclosure: it is planned
to develop the processes of data collection and preparation of non-financial reporting, and to align the boundaries of information disclosure on all
material topics and indicators.
The boundaries of quantitative information disclosures related to sustainable development by main topic-specific content block are presented in more
detail in the table, unless otherwise specified in the text of the Report.

+ 26

1

+4

Supply chain

Data presentation specifics and calculation methods
Financial indicators in the Report are presented in dollars in accordance with the official exchange rates of the Central Bank of Russia used by the Group.
Other quantitative data are presented using the generally accepted system of measurement units. The MMK Group sought to show in the Report the
dynamics of all quantitative data for three years. Where necessary, explanations are provided on the dynamics of indicators in 2020 compared to 2019.
Data sources include the Group’s audited consolidated financial statements, official reporting forms submitted annually to state statistics authorities,
as well as data featured in management reporting.
Where applicable, information on significant changes in the measurement and presentation methods used in the reporting year, as well as material
restatements of indicators and data published in previous reports are provided in the text of the Report in the respective chapters.

Verification
We understand that independent verification of non-financial information is also important for stakeholders; therefore, in the reporting period the MMK
Group engaged PricewaterhouseCoopers for the first time to verify the reliability of information on selected sustainability indicators (sample information)
disclosed in the Report.
Proper presentation of qualitative and quantitative information prepared in accordance with GRI Standards for selected indicators (sample information)
was verified in accordance with the International Standard on Assurance Engagements (ISAE) 3000 (Revised), Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information. The independent auditor’s report on the results of the audit, expressing limited assurance on the
selected information, is available in the Appendix to the Report. For more details on the boundary and scope of Report verification, see the Independent
Limited Assurance Report and GRI table in the Appendix to the Report. In the future, the Group plans to expand the list of verified indicators.
Additionally, the data used for GRI 305 disclosures, in particular, MMK’s GHG emissions for 2019 (Scope 1, 2 and 3), were verified by BSI, a global
certification company. A verification of MMK’s GHG emissions for 2020 is also planned.
1 Human rights management practices are under development, in the reporting period information was provided on PJSC MMK. More detailed information is expected in the next
reporting periods.
2 At LLC Buskul, the function of managing ethics and anti-corruption issues at the time of the Report’s publication is being reorganised. More detailed information is expected in the
next reporting periods.
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To compile a relevant list of material topics for the MMK Group and its stakeholders in 2020, reflecting the Group’s possible significant economic,
environmental and social impacts, a preliminary analysis was carried out and a list of material topics was drawn up, taking into account the MMK
Group’s business profile, global and industry challenges in sustainable development, requirements of non-financial reporting standards, ESG rating
methodologies, and reporting practices of other companies in the steel industry.
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Independent Limited Assurance Report

Introduction
We have been engaged by the Management of Public Joint Stock Company Magnitogorsk Iron & Steel Works (hereinafter – the “Company”)
to provide limited assurance on the selected information described below and included in the Annual report of the Company for the year ended
31 December 2020 (hereinafter – the “Annual Report”). The Annual Report represents information related to the Company or the Company and its
selected subsidiaries as indicated therein.
Selected information
We assessed the quantitative and qualitative information specified in Appendix 1 to this report, that is disclosed in the Annual Report (hereinafter – the
“Selected Information”).
The scope of our assurance procedures was limited to the Selected Information for the year ended 31 December 2020 only. We have not performed
any procedures with respect to earlier periods or any other items included in the Annual Report and, therefore, do not express any conclusion thereon.
Reporting criteria
We assessed the Selected Information using relevant criteria, including reporting requirements, in the respective GRI Sustainability Reporting Standards
102, 203, 302, 303, 305, 306 and 403 (hereinafter – the “GRI Standards”) published by the Global Reporting Initiative (GRI) (hereinafter – the
“Reporting Criteria”). We believe that the Reporting Criteria are appropriate given the purpose of our limited assurance engagement.
Responsibilities of the management of the Company
The management of the Company is responsible for:
– designing, implementing and maintaining internal control relevant to the preparation of the Selected Information that is free from material
misstatement, whether due to fraud or error;
– establishing internal methodology and guidelines for preparing and reporting the Selected Information in accordance with the Reporting Criteria;
– preparing, measuring and reporting of the Selected Information in accordance with the Reporting Criteria; and
– the accuracy, completeness and presentation of the Selected Information.

Our independence and quality control
We have complied with the independence and other ethical requirements of the International Code of Ethics for Professional Accountants (including
International Independence Standards) issued by the International Ethics Standards Board for Accountants (IESBA Code), which is founded on
fundamental principles of integrity, objectivity, professional competence and due care, confidentiality and professional behaviour, and the ethical
requirements of the Auditor’s Professional Ethics Code and Auditor’s Independence Rules that are relevant to our limited assurance engagement in
respect of the Selected information in the Russian Federation. We have fulfilled our other ethical responsibilities in accordance with these requirements.
Our firm applies International Standard on Quality Control 1 and accordingly maintains a comprehensive system of quality control including documented
policies and procedures regarding compliance with ethical requirements, professional standards and applicable legal and regulatory requirements.
Work done
We are required to plan and perform our work in order to consider the risk of material misstatement of the Selected Information. In doing so, we:
– made enquiries of the Company’s and subsidiaries’ management;
– conducted interviews of personnel responsible for the preparation of the Annual Report and collection of underlying data;
– performed analysis of the relevant internal methodology and guidelines, gaining an understanding of the design of the key systems, processes and
controls for preparing and reporting the Selected Information; and
– performed limited substantive testing on a selective basis of the Selected Information to check that data had been appropriately measured, recorded,
collated and reported.
Reporting and measurement methodologies
Under the GRI Standards there is a range of different, but acceptable, measurement and reporting techniques. The techniques can result in materially
different reporting outcomes that may affect comparability with other organisations. The Selected Information should therefore be read in conjunction
with the methodology used by management in preparing the Annual Report, described therein, and which the Company is solely responsible for.
Our conclusion
Based on the procedures we have performed and the evidence we have obtained, nothing has come to our attention that causes us to believe that the
Selected Information for the year ended 31 December 2020 has not been prepared, in all material respects, in accordance with the Reporting Criteria.

Our responsibilities
We are responsible for:
– planning and performing the engagement to obtain limited assurance about whether the Selected Information is free from material misstatement,
whether due to fraud or error;
– forming an independent conclusion, based on the procedures we have performed and the evidence we have obtained; and
– reporting our conclusion to the management of the Company.
This report, including our conclusion, has been prepared solely for the management of the Company in accordance with the agreement between us,
to assist management in reporting on the Company’s and the Company’s and its subsidiaries sustainability performance and activities. We permit this
report to be disclosed in the Annual Report, which will be published on the Company’s website1, to assist management in responding to their governance
responsibilities by obtaining an independent limited assurance report in connection with the Selected Information. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the management of the Company and the Company for our work or this report.
Professional standards applied and level of assurance
We performed a limited assurance engagement in accordance with International Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements other than Audits and Reviews of Historical Financial Information’’ issued by the International Auditing and Assurance Standards Board.
A limited assurance engagement is substantially less in scope than a reasonable assurance engagement in relation to both the risk assessment procedures,
including an understanding of internal control, and the procedures performed in response to the assessed risks. The procedures performed in a limited
assurance engagement vary in nature and timing from, and are less in extent than for, a reasonable assurance engagement. Consequently, the level of
assurance obtained in a limited assurance engagement is substantially lower than the assurance that would have been obtained had a reasonable
assurance engagement been performed.

27 April 2021
Moscow, Russian Federation

M.I. Matsiborko
certified auditor (licence No. 01-000203)
AO PricewaterhouseCoopers Audit
Audited entity: Public Joint Stock Company Magnitogorsk Iron & Steel Works

Independent auditor: AO PricewaterhouseCoopers Audit

Record made in the Unified State Register of Legal Entities on 12 August 2002 under State
Registration Number 1027402166835

Registered by the Government Agency Moscow Registration Chamber on 28 February 1992
under Nо. 008.890

Taxpayer Identification Number 7414003633

Record made in the Unified State Register of Legal Entities on 22 August 2002 under State
Registration Number 1027700148431

Kirova, 93, Magnitogorsk, Chelyabinsk region, Russian Federation, 455000

Taxpayer Identification Number 7705051102
Member of Self-regulatory organisation of auditors Association “Sodruzhestvo”

1 The maintenance and integrity of the Company’s website is the responsibility of management; the work carried out by us does not involve consideration of these matters and,
accordingly, we accept no responsibility for any changes that may have occurred to the reported Selected Information or Reporting Criteria when presented on the
Company’s website.
TRANSLATION NOTE: This version of our report is a translation from the original, which was prepared in Russian. All possible care has been taken to ensure that the translation is an accurate
representation of the original. However, in all matters of interpretation of information, views or conclucions, the original language version of our report takes precedence over this translation.

Principal Registration Number of the Record in the Register of Auditors and Audit Organisations –
12006020338
TRANSLATION NOTE: This version of our report is a translation from the original, which was prepared in Russian. All possible care has been taken to ensure that the translation is an accurate
representation of the original. However, in all matters of interpretation of information, views or conclucions, the original language version of our report takes precedence over this translation.
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The Selected Information subject to limited assurance procedures is set out below. The Reporting Criteria have been used to prepare and report the
Selected Information:

Selected Information

Selected Information
Related GRI
Disclosure number

Description

102-8

Headcount by gender of the Company and its subsidiaries* as at 31 December

Performance value as at
31 December 2020

Description

303-3

Total water withdrawal of the Company and its subsidiaries* by source in megalitres

41,033 persons

Women

16,183 persons

Surface water

including freshwater withdrawal

97%

Municipal and other water supply systems

72%

Total freshwater withdrawal

Women

28%

including water withdrawal by assets in Russia

In Turkey:

1,099 persons

including water withdrawal by assets in Turkey

Men

189
6,680
6,680
134,285
133,038

Total water withdrawal

95%

Women

1,246
137,984

The water withdrawal in the region characterised by high pressure on water resources (for MMK Metalurji) by source in megalitres

5%

Groundwater

1,637 persons

1,057

including freshwater withdrawal

893 persons

1,057

Third-party water

744 persons

189

including freshwater withdrawal

The employees’ structure in Turkey by employment contract

Medical care (purchase of equipment, social support for doctors)

5.6

Social facilities (sports, cultural facilities, children’s camps)

5.9

Charity (support for public, non-profit and charitable organisations)

18.2

Total energy consumption across the Company and its subsidiaries* in million GJ

343.6

Total fuel consumption across the Company and its subsidiaries* in million GJ, by types of key non-renewable
fuels, including:

322.7

Coking coal

174.1

Natural gas

144.2

Thermal coal

2.1

Other energy resources

2.3

Purchased heat energy and electricity consumption within the Company and its subsidiaries* in million GJ, by
types, including:
Electricity

28.97
27.82

Heat energy contained in hot water

0.84

Heat energy contained in steam

0.31

1,246

Total water discharge of the Company and its subsidiaries* by types of destination, in megalitres
Surface water
including freshwater

34,795
34,795

Groundwater

1,120

including freshwater

1,120

Seawater

167

including freshwater

167

Water sent to other organisations

9,948

including freshwater

9,948

Other types of destination

0

including freshwater

0

Total water discharge

46,030

including freshwater

46,030

The water discharge in the region characterised by high pressure on water resources (for MMK Metalurji) by types of destination in megalitres
Seawater
including freshwater
Third-party
including freshwater
Other types of destination

Total volume of heat and electricity sold by the Company and its subsidiaries* in million GJ, including:

1,246

including freshwater withdrawal
303-4

29.7

0

Total water withdrawal

All employees of the Company
and its subsidiaries*

Social investments of the Company and its subsidiaries* for the year in million USD by categories, including:

0

including freshwater withdrawal

–

Performance value for the
year ended 31 December 2020

189

Surface water

All 1,099 employees in Turkey

The employees’ structure of the Company and its subsidiaries* by employment type

302-1

3,888

including freshwater withdrawal

Men

203-1

34,043

including freshwater withdrawal

In Russia:

Full-time

1,709
34,043

Third-party wastewater

5%

Permanent employment contract, including

Permanent employment contract

1,709

Pit and mine waters

The employees’ structure of the Company and its subsidiaries* by employment contract, by gender

Women

91,664

including freshwater withdrawal

95%

Women

Men

91,664

Groundwater

1,099 persons

Men

Fixed-term employment contract, including

Performance value as at
31 December 2020

including freshwater withdrawal

Men
Headcount by gender in Turkey as at 31 December

Related GRI
Disclosure number

167
167
90
90
0

Electricity

0.02

including freshwater

0

Heat energy contained in steam

0.24

Total water discharge

257

Heat energy contained in hot water

7.79

including freshwater

257

* Reporting boundaries in terms of the number of the Company’s subsidiaries included for each information disclosure are set up in Appendix “About the Report” to the Annual Report
in the table “Reporting boundaries” unless stated otherwise in the Annual Report.

* Reporting boundaries in terms of the number of the Company’s subsidiaries included for each information disclosure are set up in Appendix “About the Report” to the Annual Report
in the table “Reporting boundaries” unless stated otherwise in the Annual Report.

TRANSLATION NOTE: This version of our report is a translation from the original, which was prepared in Russian. All possible care has been taken to ensure that the translation is an accurate
representation of the original. However, in all matters of interpretation of information, views or conclucions, the original language version of our report takes precedence over this translation.

TRANSLATION NOTE: This version of our report is a translation from the original, which was prepared in Russian. All possible care has been taken to ensure that the translation is an accurate
representation of the original. However, in all matters of interpretation of information, views or conclucions, the original language version of our report takes precedence over this translation.
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Selected Information
Related GRI
Disclosure number

Description

306-3

The waste generation of the Company and its subsidiaries* in thousand tonnes, by types, including:

19,558.6

hazardous waste
non-hazardous waste
305-7

Total emission volumes of the Company and its subsidiaries* in tonnes, by main pollutants, including:

105.7
19,452.9

Type of GHG Statement:

Organisational

Identification of GHG Statement:

Greenhouse Gas Emissions Report 2020, MMK PJSC – April 2021.
The data on which the GHG emissions is based has been provided by MMK, PJSC in this
document. This document is the responsibility of MMK, PJSC and is historical in nature.
MMK, PJSC is responsible for the preparation and fair presentation of the GHG statement
in accordance with the criteria

17,176.3

Sulphur oxides (SOx)

5,853.3

Particulate matter (dust)

17,908.1

Volatile organic compounds (VOCs)

2,820.3

Hazardous air pollutants (HAP)
403-9

MMK, PJSC (Magnitogorskiy metallurgicheskiy kombinat, Public Joint Stock Company)
55000, Russian Federation,
Magnitogorsk, Chelyabinsk region, st. Kirova, 93

228,676.0

Nitrogen oxides (NOx)

Other standard categories of air emissions, including carbon monoxide (CO)

Responsible party
Performance value as at
31 December 2020

144.3
184,773.7

The number of injuries by the extent of harm:
across the Company and its subsidiaries*, except for ММК Metalurji:
fatal injuries

2

severe injuries

6

minor injuries

38

Organisational Boundary

Operational Control

Reporting Boundary

Direct GHG emissions (Scope 1), Indirect GHG emissions from imported energy (Scope 2),
other indirect GHG emissions (Scope 3) – See Appendix 1 for details

Criteria for developing the organisational GHG inventory

ISO14064-1:2018

Level of Assurance

Limited

Materiality Level

5%

Reporting period

1st January 2020 to 31st December 2020

GHG Emissions tCO₂(e)
Direct GHG emissions (Scope 1)
Indirect GHG emissions from imported energy (Scope 2)

for the general contractor, LLC United Services Company:
3

Other indirect GHG emissions (Scope 3)

severe injuries

7

Total

minor injuries

10

fatal injuries

for other contractors of the Company,

Verification Opinion

0

fatal injuries

4

severe injuries

30

for MMK Metalurji,
out of which:

– has not been prepared in accordance with ISO14064-1:2018.
Methane (CH₄) and Nitrous Oxide (N₂O) direct emissions from stationary combustion
processes have been calculated but not included into total CO₂e stated in the GHG Report,
as methodology of Ministry of Natural Resources and Environment of the Russian Federation
(approved by Order №300 of 30 June 2015) does not include these gases. These are
de-minimis emissions and have no material impact on the total CO₂e.

0
36

fatal injuries

6

for contractors of MMK Metalurji,

0

Fatality rate
for employees of the Company and its subsidiaries*, except for ММК Metalurji:

0.006

for the general contractor, LLC United Services Company:

37,965,582
Verified with comments:

– is not materially correct and is not a fair representation of GHG data and information;

9

injuries with time lost less than six months

706,733
11,167,901

Based on the process and procedures conducted, there is no evidence that the “Greenhouse
Gas Emissions Report 2020, MMK PJSC – April 2021” produced by MMK, PJSC:

5

out of which:

Issue date

23rd April 2021

Signed on behalf of BSI

0.03

The total number of hours worked
by the Company and its subsidiaries*, except for ММК Metalurji:

72,511,723

by the general contractor, LLC United Services Company:

21,279,465

by other contractors of the Company

17,292,816

by ММК Metalurji

26,090,948

Nonn Reynolds,
Technical and Compliance Director UK and Ireland

2,143,988

* Reporting boundaries in terms of the number of the Company’s subsidiaries included for each information disclosure are set up in Appendix “About the Report” to the Annual Report
in the table “Reporting boundaries” unless stated otherwise in the Annual Report.
TRANSLATION NOTE: This version of our report is a translation from the original, which was prepared in Russian. All possible care has been taken to ensure that the translation is an accurate
representation of the original. However, in all matters of interpretation of information, views or conclucions, the original language version of our report takes precedence over this translation.

Note: BSI Assurance UK Ltd. is independent to and has no financial interest in MMK, PJSC. This verification Opinion has been prepared for MMK, PJSC only for the purposes
of verifying its statement relating to its GHG emissions more particularly described in the scope above. It was not prepared for any other purpose. In making this Statement,
BSI Assurance UK Ltd. has assumed that all information provided to it by MMK, PJSC is true, accurate and complete. BSI Assurance UK Ltd. accepts no liability to any third party
who places reliance on this Statement
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GRI Indicator

– emissions of carbon dioxide (СО₂) from stationary fuel combustion

1. Organisational profile

Aspect: Public policy

– emissions of carbon dioxide (СО₂), methane (СН₄) and nitrous oxide (N₂O) from fuel combustion by mobile units

GRI 102-1

Name of the organisation

Not applicable

At a glance

16

– emissions of carbon dioxide (СО₂) from lime and sinter production

GRI 102-2

Not applicable

At a glance

16

– emissions of carbon dioxide (СО₂) from metallurgical production (production of iron and steel, coke production)

Activities, brands, products,
and services

GRI 102-3

Location of headquarters

Not applicable

At a glance

16

Indirect GHG emissions from imported energy (Scope 2):

GRI 102-4

Location of operations

Not applicable

At a glance

16

– emissions of carbon dioxide (СО₂) from electricity imported by the organisation

GRI 102-5

Ownership and legal form

Not applicable

At a glance

16

Other indirect GHG emissions (Scope 3):

GRI 102-6

Markets served

Not applicable

At a glance

16

GRI 102-7

Scale of the organisation

Not applicable

At a glance

16

Operating review

40

– GHG emissions from the supply chain associated with the production and transportation of external resources (raw materials) used in the production
of MMK products
– GHG emissions from MMK, PJSC products associated with transportation to the first purchasers and usage of this products at primary processing by
the first purchasers
Exclusions from Reporting Boundary:
The following emission sources, emissions from which are less than 5% of the total GHG emissions, were excluded:
1. Operation of refrigeration and climatic equipment

GRI 102

Baseline performance
RSPP indicators1

Report Section

Confirmed
indicators2

Volume limitation of disclosure

Page

General Disclosures

Our employees

86

About the Report

191

GRI 102-8

Information on employees and 3.1.1 Total workforce by
other workers
territorial association

Our employees

GRI 102-9

Supply chain

Not applicable

Responsible practices

100

GRI 102-10

Significant changes to the
organisation and its supply
chain

Not applicable

Responsible practices

100

2. Anaerobic decomposition of organic matter in solid waste landfills and in wastewater
3. Welding works

V

86

There were no significant changes
in the supply chain during the
reporting period

4. Explosive detonation

GRI 102-11

Precautionary Principle or
approach

Not applicable

Risk management

112

Due to the high uncertainty in the use of products of PJSK MMK outside the Russian Federation, the company does not estimate such emissions, but takes
into account emissions from transportation to ports/shipping points in the Russian Federation.

GRI 102-12

External initiatives

Not applicable

Sustainability management system

59

GRI 102-13

Membership of associations

3.3.5 Participation
in non-governmental
organisations
(e.g., industrial or sectoral)
and/or national and
international organisations
that are related to the
company’s interests

At a glance

16

Statement from senior
decision-maker

Not applicable

Chairman’s statement

02

CEO’s statement

04

Key impacts, risks, and
opportunities

Not applicable

Risk management

112

Scope of activities:
1. Mining and processing production (Maly Kuibas mine; limestone quarry; dolomite quarry; ore processing plant; crushing and roasting shop;
sinter shop; sinter batch preparation shop)
2. Coke production (coal preparation shop; coke shop; chemical processing shop)
3. Metallurgical production (blast furnace shop; oxygen-converter shop; electric steel-smelting shop)
4. Rolling production (production of heavy-plate products; production of coated metal; sheet-rolling shops № 4,5,8,10,11; long-steel products shop)
5. Auxiliary production (central power plant; heat and power plant; steam-air power plant; locomotive workshop; railway transport workshop)

2. Strategy

6. Motor transport department

GRI 102-14

Verification Activities:
The following were the verification activities undertaken:

GRI 102-15

– Evaluation of the monitoring and controls systems through interviewing employees, observation & inquiry

3. Ethics and integrity

Aspect: Management Approaches

– Verification of the data through sampling recalculation, retracing, cross checking, reconciliation

GRI 102-16

Values, principles, standards,
and norms of behavior

1.1. Main business
conduct principles

Sustainability management system

59

Responsible practices

100

Mechanisms for advice and
concerns about ethics

Not applicable

Responsible practices

100

The quantification and reporting of the GHG emissions has been independently verified by BSI against the specifications defined in ISO 14064‑1:2018.
The verification activity has been carried out in accordance with ISO 14064-3:2019 and the principles of ISO 14065:2013.
The verification activities applied in a limited level of assurance verification are less extensive in nature, timing and extent than in a reasonable level of
assurance verification.

GRI 102-17

BSI is responsible for expressing an opinion on the GHG statement based on the verification
Lead Verifier: Andrey Shulga

1 Baseline performance RSPP indicators – indicators, recommended by the Russian Union of Industrialists and Entrepreneurs (RSPP) for use when preparing corporate nonfinancial Reporting as well as in company management systems to organise monitoring, control and evaluation of key performance indicators. Indicators are presented in 2020
Reporting according to the Basic Performance Indicators guidelines.
2 Indicators confirmed in a limited assurance engagement by Joint Stock Company PricewaterhouseCoopers Audit. More details are provided in the Appendix “Independent
Limited Assurance Report”.
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Report Section

Confirmed
indicators2

Volume limitation of disclosure

Page

4. Corporate governance

GRI Indicator

Baseline performance
RSPP indicators1

5. Stakeholder engagement

Aspect: Employee-management relations

Report Section

Confirmed
indicators2

Volume limitation of disclosure

Page

GRI 102-18

Governance structure

Not applicable

Governance

120

GRI 102-40 List of stakeholder groups

Not applicable

Understanding our stakeholders

22

GRI 102-19

Delegating authority

Not applicable

Sustainability management system

59

GRI 102-41

86

Executive-level responsibility
for economic, environmental,
and social topics

Not applicable

Sustainability management system

59

3.1.4 Coverage by
collective bargaining
agreements

Our employees

GRI 102-20

Collective bargaining
agreements

GRI 102-42

Sustainability management system

59

Consulting stakeholders on
economic, environmental, and
social topics

Not applicable

Governance

120

Identifying and selecting
stakeholders

Not applicable

GRI 102-21

GRI 102-43 Approach to stakeholder
engagement

Not applicable

Sustainability management system

59

Responsible practices

100

GRI 102-22

Composition of the highest
governance body and its
committees

Not applicable

Governance

120

GRI 102-44 Key topics and concerns
raised

Not applicable

Understanding our stakeholders

22

GRI 102-23

Chair of the highest
governance body

Not applicable

Governance

120

About the Report

191

Nominating and selecting the
highest governance body

Not applicable

Governance

120

GRI 102-45 Entities included in the
consolidated financial
statements

Not applicable

GRI 102-24
GRI 102-25

Conflicts of interest

Not applicable

The company has set up
mechanisms to identify conflicts of
interest and to resolve such
conflicts. For details see the Report
on PJSC MMK’s compliance
with the principles and
recommendations of the
Corporate Governance Code

–

GRI 102-46 Defining report content and
topic boundaries

Not applicable

About the Report

191

GRI 102-47 The list of material topics

Not applicable

About the Report

191

GRI 102-48 Restatements of information

Not applicable

About the Report

191

GRI 102-49 Changes in reporting

Not applicable

About the Report

191

GRI 102-50 Reporting period

Not applicable

About the Report

191

GRI 102-51

Date of most recent report

Not applicable

About the Report

191

Strategy

30

GRI 102-52

Reporting cycle

Not applicable

About the Report

191

Governance

120

GRI 102-53

Contact point for questions
regarding the report

Not applicable

About the Report

191

GRI 102-54 Claims of reporting in
accordance with the GRI
Standards

Not applicable

About the Report

191

GRI 102-55

Not applicable

About the Report

191

Not applicable

About the Report

191

Sustainability management system

59

About the Report

191

GRI 102-26

Role of highest governance
body in setting purpose,
values

Not applicable

GRI 102-27

Collective knowledge of
highest governance body

Not applicable

Sustainability management system

59

GRI 102-28

Evaluating the highest
governance body’s
performance

Not applicable

Governance

120

Identifying and managing
economic, environmental, and
social impacts

Not applicable

GRI 102-29

6. Preparation of reports

GRI content index

GRI 102-56 External assurance
Sustainability management system

59

GRI 103

Management approach

Environmental responsibility

64

Occupational health and safety

80

GRI 103-1

Explanation of the material
topic and its Boundary

Not applicable

GRI 102-30 Effectiveness of risk
management processes

Not applicable

Risk management

112

GRI 103-2

Not applicable

GRI 102-31

Review of economic,
environmental, and social
topics

Not applicable

Sustainability management system

59

The management approach
and its components

GRI 103-3

Evaluation of the management
approach

Not applicable

GRI 102-32

Highest governance body’s
role in sustainability reporting

Not applicable

Sustainability management system

59

About the Report

191

Communicating critical
concerns

Not applicable

Responsible practices

100

Governance

120

Process for determining
remuneration

Not applicable

Governance

120

GRI 102-33
GRI 102-36

1 Baseline performance RSPP indicators – indicators, recommended by the Russian Union of Industrialists and Entrepreneurs (RSPP) for use when preparing corporate nonfinancial Reporting as well as in company management systems to organise monitoring, control and evaluation of key performance indicators. Indicators are presented in 2020
Reporting according to the Basic Performance Indicators guidelines.
2 Indicators confirmed in a limited assurance engagement by Joint Stock Company PricewaterhouseCoopers Audit. More details are provided in the Appendix “Independent
Limited Assurance Report”.

The management approach is
presented in the Report before the
disclosure of each material topic.
Further details on the approach
can be found in the PJSC MMK
2019 Sustainability Report.

–
–

1 Baseline performance RSPP indicators – indicators, recommended by the Russian Union of Industrialists and Entrepreneurs (RSPP) for use when preparing corporate nonfinancial Reporting as well as in company management systems to organise monitoring, control and evaluation of key performance indicators. Indicators are presented in 2020
Reporting according to the Basic Performance Indicators guidelines.
2 Indicators confirmed in a limited assurance engagement by Joint Stock Company PricewaterhouseCoopers Audit. More details are provided in the Appendix “Independent
Limited Assurance Report”.
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Report Section

GRI 200

ECONOMIC TOPICS

GRI 201

Economic indicators

Aspect: Economic performance

GRI 201-1

Direct economic value
generated and distributed

1.2 Volume of sales
(work, services)

Confirmed
indicators2

Volume limitation of disclosure

Page

GRI Indicator

Baseline performance
RSPP indicators1

Report Section

Confirmed
indicators2

V

GRI 302

Energy

GRI 302-1

Energy consumption within the
organisation

Not applicable

Environmental responsibility

GRI 302-3

Energy intensity

Not applicable

Environmental responsibility

64

GRI 302-4

Reduction of energy
consumption

Not applicable

Environmental responsibility

64

56

GRI 303

Water and effluents

Aspect: Water

Responsible practices

100

GRI 303-1

Interactions with water as a
shared resource

Not applicable

Environmental responsibility

64

Our employees

86

GRI 303-2

Management of water
discharge-related impacts

Not applicable

Environmental responsibility

64

GRI 303-3

Water withdrawal

Not applicable

Environmental responsibility

V

b. For MMK Metalurji no
indicator of formation of
produced waters is disclosed,
as this type of water is not
applicable to MMK Metalurji.

64

GRI 303-4

Water discharge

2.7 Waste water effluents

Environmental responsibility

V

d. The Group has not disclosed
in the current Report priority
substances of concern for
which discharges are treated,
namely the approach to the
identification of these
substances, the setting
discharge limits for priority
substances of concern, the
number of cases of exceeding
the established limits. It is
possible to disclose these
aspects in the future.

64

Financial review

56

Responsible practices

100

1.4 Payroll costs
1.5.Asset investment
1.6. Payments to capital
providers
Financial assistance received
from government

Not applicable

Page

ENVIRONMENTAL TOPICS

1.3 Accrued taxes and
other mandatory
deductions

GRI 201-4

Volume limitation of disclosure

GRI 300

Financial review

GRI 202

Market presence

GRI 202-1

Ratios of standard entry level
wage by gender compared to
local minimum wage

Not applicable

GRI 202-2

Proportion of senior
management hired from the
local community

Not applicable

Our employees

GRI 203

Indirect economic impacts

GRI 203-1

Infrastructure investments and
services supported

1.7. Community investment

Developing the operating regions
and local communities

GRI 204

Procurement practices

GRI 204-1

Proportion of spending on
local suppliers

Not applicable

Responsible practices

100

GRI 205

Anti-corruption

GRI 205-1

Operations assessed for risks
related to corruption

Not applicable

Responsible practices

100

GRI 205-2

Communication and training
about anti-corruption policies
and procedures

Not applicable

Responsible practices

100

GRI 205-3

Confirmed incidents of
corruption and actions taken

Not applicable

Responsible practices

100

GRI 206

Anti-competitive behavior

GRI 206-1

Legal actions for anticompetitive behavior,
anti-trust, and monopoly
practices

Not applicable

Responsible practices

100

86

V

94

1 Baseline performance RSPP indicators – indicators, recommended by the Russian Union of Industrialists and Entrepreneurs (RSPP) for use when preparing corporate nonfinancial Reporting as well as in company management systems to organise monitoring, control and evaluation of key performance indicators. Indicators are presented in 2020
Reporting according to the Basic Performance Indicators guidelines.
2 Indicators confirmed in a limited assurance engagement by Joint Stock Company PricewaterhouseCoopers Audit. More details are provided in the Appendix “Independent
Limited Assurance Report”.

2.7.2 Pollutant effluents

GRI 304

Biodiversity

GRI 304-1

Operational sites owned,
leased, managed in, or
adjacent to, protected areas
and areas of high biodiversity
value outside protected areas

Not applicable

Environmental responsibility

b. The Group has not disclosed
an indicator of energy
consumption from renewable
sources, as this type of energy
consumption is not applicable
to Group companies.

64

64

1 Baseline performance RSPP indicators – indicators, recommended by the Russian Union of Industrialists and Entrepreneurs (RSPP) for use when preparing corporate nonfinancial Reporting as well as in company management systems to organise monitoring, control and evaluation of key performance indicators. Indicators are presented in 2020
Reporting according to the Basic Performance Indicators guidelines.
2 Indicators confirmed in a limited assurance engagement by Joint Stock Company PricewaterhouseCoopers Audit. More details are provided in the Appendix “Independent
Limited Assurance Report”.
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Report Section

Confirmed
indicators2

Volume limitation of disclosure

Page

GRI 305

Emissions

GRI 305-1

Direct (Scope 1) GHG
emissions

2.5 Greenhouse gas
emissions

Environmental responsibility

64

GRI 305-2

Energy indirect (Scope 2)
GHG emissions

2.5 Greenhouse gas
emissions

Environmental responsibility

64

GRI 305-3

Other indirect (Scope 3)
GHG emissions

2.5 Greenhouse gas
emissions

Environmental responsibility

64

GRI 305-4

GHG emissions intensity

Not applicable

Environmental responsibility

GRI 305-7

Nitrogen oxides (NOx), sulfur
oxides (SOx) and other
significant air emissions

2.6 Pollutant atmospheric
emissions

Environmental responsibility

GRI 306
GRI 306-1

2.6.1 Unit pollutant
emissions in natural units

a. The Group has not disclosed
emission figures for persistent
organic pollutants

64

b. In the current Report the
sources of the emission factors
used in the calculation of
emissions are not disclosed.
It is possible to disclose them
in the future.

Waste
Waste generation and
significant waste-related
impacts

Not applicable

Environmental responsibility

64

GRI 306-2

Management of significant
waste-related impacts

Not applicable

Environmental responsibility

GRI 306-3

Waste generated

Not applicable

Environmental responsibility

GRI 306-4

Waste diverted from disposal

Not applicable

Environmental responsibility

64

GRI 306-5

Waste directed to disposal

2.8 Waste volume

Environmental responsibility

64

64
V

GRI 307

Environmental Compliance

GRI 307-1

Non-compliance with
environmental laws and
regulations

2.9. Number of significant
emergencies with
environmental impact

64

2.10. Recovered
environmental damage

Volume limitation of disclosure

Page

GRI 401

Employment

Aspect: Employment

GRI 401-1

New employee hires and
employee turnover

3.1.2 Employee turnover

Our employees

86

GRI 401-2

Benefits provided to full-time
employees that are not
provided to temporary or
part-time employees

Not applicable

Our employees

86

GRI 401-3

Parental leave

Not applicable

Our employees

86

GRI 403

Occupational health
and safety

Aspect: Employee-management relations

GRI 403-1

Occupational health and
safety management system

Not applicable

Occupational health and safety

80

GRI 403-2

Hazard identification, risk
assessment, and incident
investigation

Not applicable

Occupational health and safety

80

GRI 403-3

Occupational health services

Not applicable

Occupational health and safety

80

GRI 403-5

Worker training on
Not applicable
occupational health and safety

Occupational health and safety

80

Our employees

86

GRI 403-6

Promotion of worker health

Not applicable

Our employees

86

GRI 403-7

Prevention and mitigation of
occupational health and
safety impacts directly linked
by business relationships

Not applicable

Occupational health and safety

80

GRI 403-9

Work-related injuries

3.1.5 Rate of occupational
injuries

Occupational health and safety

3.1.6 Number of
work-related fatalities
Environmental responsibility

Confirmed
indicators2

SOCIAL TOPICS

64

2.8.1 Unit waste in
natural units

Report Section

GRI 400

64
V

Baseline performance
RSPP indicators1

GRI Indicator

V

a. Injury rate (including fatalities),
high-consequence injury rate
for the Group employees (as
defined in the section “About
the Report”, in the table
“Reporting Boundaries”) is not
disclosed due to disclosure by
the Group of other indicators
reflecting similar information in
the opinion of management,
and comparable to current
KPIs. For MMK Metalurji, the
high-consequence injury rate
and number of near misses is
not disclosed.

80

b. For contractors, injury rate
(including fatalities), highconsequence injury rate, types
of injuries are not disclosed.
For MMK Metalurji contractors,
injury rate and highconsequence injury rate are
not disclosed.
c. The Group also does not
disclose information on near
misses in accordance with
403-9(c).

1 Baseline performance RSPP indicators – indicators, recommended by the Russian Union of Industrialists and Entrepreneurs (RSPP) for use when preparing corporate nonfinancial Reporting as well as in company management systems to organise monitoring, control and evaluation of key performance indicators. Indicators are presented in 2020
Reporting according to the Basic Performance Indicators guidelines.
2 Indicators confirmed in a limited assurance engagement by Joint Stock Company PricewaterhouseCoopers Audit. More details are provided in the Appendix “Independent
Limited Assurance Report”.

1 Baseline performance RSPP indicators – indicators, recommended by the Russian Union of Industrialists and Entrepreneurs (RSPP) for use when preparing corporate nonfinancial Reporting as well as in company management systems to organise monitoring, control and evaluation of key performance indicators. Indicators are presented in 2020
Reporting according to the Basic Performance Indicators guidelines.
2 Indicators confirmed in a limited assurance engagement by Joint Stock Company PricewaterhouseCoopers Audit. More details are provided in the Appendix “Independent
Limited Assurance Report”.
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Report Section

Occupational health and safety

Confirmed
indicators2

Volume limitation of disclosure

Page

GRI 403-10

Work-related ill health

3.1.7. Number of
occupational diseases

80

GRI 404

Training and education

Aspect: Employee-management relations

GRI 404-1

Average hours of training per
year per employee

3.1.10. Number of training
hours per employee

Our employees

GRI 404-2

Programs for upgrading
employee skills and transition
assistance programs

Not applicable

Our employees

86

GRI 404-3

Percentage of employees
Not applicable
receiving regular performance
and career development
reviews

Our employees

86

86

Indicator

Report Section

Page

ACTIVITY METRICS
EM-IS-000.A

Raw steel production, percentage from:
(1) basic oxygen furnace processes,
(2) electric arc furnace processes

Operating review

40

EM-IS-000.B

Total iron ore production

Operating review

40

EM-IS-000.C

Total coking coal production

Operating review

40

Gross global Scope 1 emissions, percentage
covered under emissions-limiting regulations

Environmental responsibility

64

Discussion of long-term and short-term strategy or
plan to manage Scope 1 emissions, emissions
reduction targets, and an analysis of performance
against those targets

Environmental responsibility

64

Air emissions of the following pollutants: (1) CO,
(2) NOx (excluding N₂O), (3) SOx, (4) particulate
matter (PM10), (5) manganese (MnO), (6) lead
(Pb), (7) volatile organic compounds (VOCs), and
(8) polycyclic aromatic hydrocarbons (PAHs)

Environmental responsibility

64

(1) Total energy consumed, (2) percentage
grid electricity, (3) percentage renewable

Environmental responsibility

64

(1) Total fuel consumed, (2) percentage coal,
(3) percentage natural gas, (4) percentage
renewable

Environmental responsibility

(1) Total fresh water withdrawn, (2) percentage
recycled, (3) percentage in regions with High or
Extremely High Baseline Water Stress

Environmental responsibility

64

Amount of waste generated, percentage
hazardous, percentage recycled

Environmental responsibility

64

(1) Total recordable incident rate (TRIR), (2) fatality
rate, and (3) near miss frequency rate (NMFR) for
(a) full-time employees and (b) contract employees

Occupational health and safety

80

ECOLOGICAL TOPICS
Greenhouse Gas Emissions

GRI 405

Diversity and equal
opportunity

Aspect: Employee-management relations

GRI 405-1

Diversity of governance
bodies and employees

3.1.12. Participation of
women in management
bodies

Our employees

GRI 406

Non-discrimination

GRI 406-1

Non-discrimination

Not applicable

Our employees

86

GRI 407

Freedom of Association and Collective Bargaining

GRI 407-1

Freedom of Association and
Collective Bargaining

Our employees

86

GRI 408

Child labour

GRI 408-1

Operations and suppliers at
significant risk for incidents of
child labour

EM-IS-110a.1

EM-IS-110a.2
86
Air Emissions
EM-IS-120a.1

Not applicable

Metric of percentage covered under emissionslimiting regulations is not applicable to the
Company’s activities

Energy Management
Not applicable

Our employees

86

The Company does not use
child labour

GRI 409

Forced or Compulsory Labor

GRI 409-1

Operations and suppliers at
significant risk for incidents of
forced or compulsory labour

Not applicable

GRI 413

Local Communities

Aspect: Community

GRI 413-1

Operations with local
community engagement,
impact assessments, and
development programs

3.3.1 Interaction with
Developing the operating regions
authorities on public issues and local communities
of importance (social and
economic development
issues in areas of presence)

Our employees

EM-IS-130a.2
86

The Company does not use
forced or compulsory labour

GRI 419

Socioeconomic compliance Aspect: Employment

GRI 419-1

Non-compliance with laws
and regulations in the social
and economic area

Not applicable

Responsible practices

EM-IS-130a.1

Metric of (3) percentage renewable is not
applicable to the Company’s activities
64

Metric of (4) percentage renewable is not
applicable to the Company’s activities

Water Management
EM-IS-140a.1
94
Waste Management
EM-IS-150a.1
SOCIAL TOPICS
100

1 Baseline performance RSPP indicators – indicators, recommended by the Russian Union of Industrialists and Entrepreneurs (RSPP) for use when preparing corporate nonfinancial Reporting as well as in company management systems to organise monitoring, control and evaluation of key performance indicators. Indicators are presented in 2020
Reporting according to the Basic Performance Indicators guidelines.
2 Indicators confirmed in a limited assurance engagement by Joint Stock Company PricewaterhouseCoopers Audit. More details are provided in the Appendix “Independent
Limited Assurance Report”.

Workforce Health & Safety
EM-IS-320a.1

Metric of (3) near miss frequency rate is not
recorded in the Group due to the recording of
work-related hazards
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(The assessment methodology is based on the Recommendations on Preparation of the Report on Compliance with the Corporate Governance
Code (appendix to Letter of the Bank of Russia No. IN-06-52/8 dated 17 February 2016.)
This report on the Company’s compliance with the principles and recommendations of the Corporate Governance Code was reviewed by the
Company’s Board of Directors at its meeting held on 23 April 2021 (Minutes No. 18 dated 23 April 2021).
The Board of Directors certifies that all data in this Report contain full and reliable information on compliance by the Company with the principles
and recommendations of the Corporate Governance Code for the 2020 reporting year.
Full

Partial

Compliance criteria

Compliance
status

Corporate governance principles

1.1

The company shall ensure equal and fair treatment of all shareholders in exercising their corporate governance rights.

1.1.1

The company ensures the most favourable 1. The company’s internal document
conditions for its shareholders to
approved by the general meeting of
participate in the general meeting, develop
shareholders governing the procedures
an informed position on agenda items of
to hold general meetings of
the general meeting, coordinate their
shareholders is publicly available.
actions, and voice their opinions on items
2. The company provides accessible
considered.
means of communication with the
company, such as a hotline, email or
online forum, to enable shareholders to
express their opinions and send
questions on the agenda in preparation
for the general meeting. The company
performed the above actions in
advance of each general meeting held
in the reporting period.
The procedure for giving notice of, and
1. The notice of an upcoming general
providing relevant materials for, the general
shareholders’ meeting is posted
meeting enables shareholders to properly
(published) online at least 30 days prior
prepare for attending the general meeting.
to the date of the general meeting.

Partial

None

No.

Corporate governance principles

Compliance criteria

1.1.4

Shareholders did not encounter unjustified
difficulties in exercising their right to request
that a general meeting be convened, to
propose nominees to the company’s
governing bodies, and to make proposals
for the agenda of the general meeting.

1. In the reporting period, shareholders
had an opportunity to make proposals
for the agenda of the annual general
meeting for at least 60 days after the
end of the respective calendar year.

1.1.5

Each shareholder was able to freely
exercise their voting right in the simplest
and most convenient way.

1. An internal document (internal policy)
of the company contains provisions
stipulating that every participant in the
general meeting may, before the end
of the respective meeting, request a
copy of the ballot filled in by them and
certified by the counting commission.

1.1.6

The procedure for holding a general
meeting set by the company provides
equal opportunities for all persons
attending the meeting to voice their
opinions and ask questions.

1. During general shareholders’ meetings
held in the reporting period in the
form of a meeting (joint presence of
shareholders), sufficient time was
allocated for reports on, and discussion
of, the agenda items.

None

No.

1.1.2

Full

Reasons for non-compliance

Full

3. The company gave duly authorised
shareholders access to the list of
persons entitled to participate in the
general meeting, as from the date when
such list was received by the company,
for all general meetings held in
the reporting period.

Full

2. In the reporting period, the company
did not reject any proposals for the
agenda or nominees to the company’s
governing bodies due to misprints or
other insignificant flaws in the
shareholder’s proposal.
Full

Full

3. When passing resolutions on preparing
and holding general shareholders’
meetings, the board of directors
considered using telecommunication
means for remote access of
shareholders to general meetings in the
reporting period.

3. Shareholders were given access to the
information on who proposed the
agenda items and nominees to the
company’s board of directors and the
audit commission.
In preparing for, and holding of, the general 1. In the reporting period, shareholders
meeting, shareholders were able to receive
were given an opportunity to put
information on the meeting and related
questions to members of executive
materials, put questions to the company’s
bodies and members of the board of
executive bodies and the board of directors,
directors in advance of, and during, the
and communicate with each other in an
annual general meeting.
unobstructed and timely manner.
2. The position of the board of directors
(including dissenting opinions entered
in the minutes) on each item on the
agenda of general meetings held in the
reporting period was included in the
materials for the general shareholders’
meeting.

Reasons for non-compliance

2. Nominees to the company’s governing
and control bodies were available to
answer shareholders’ questions at the
meeting at which their nominations were
put to vote.

Full

2. The notice of an upcoming meeting
specifies the meeting venue and the
documents required for admission.

1.1.3

Compliance
status

Full

1.2

Shareholders have equal and fair rights to share profits of the company by receiving dividends.

1.2.1

The company has developed and put in
place a transparent and clear mechanism
for determining the dividend amount and
paying dividends.

1. The company’s dividend policy is
developed, approved by the board
of directors and disclosed.

1.2.2

The company does not resolve to pay out
dividends if such payout, while formally
compliant with law, is economically
unjustified and may lead to a false
representation of the company’s
performance.

1. The company’s dividend policy clearly
identifies financial/economic
circumstances under which the company
shall not pay out dividends.

1.2.3

The company does not allow for dividend
rights of its existing shareholders to be
impaired.

1. In the reporting period, the company
did not take any actions that would lead
to the impairment of the dividend rights
of its existing shareholders.

Full

2. If the company’s dividend policy uses
reporting figures to determine the
dividend amount, then relevant
provisions of the dividend policy take
into account the consolidated financial
statements.
Full

Full
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Full

Partial

None

Full

No.

Corporate governance principles

Compliance criteria

1.2.4

The company makes every effort to prevent 1. To prevent its shareholders profiting from
its shareholders profiting from the company
the company through any means other
through any means other than dividends
than dividends and liquidation value, the
and liquidation value.
company’s internal documents provide
for controls in a timely way to identify
and approve deals with affiliates
(associates) of the company’s significant
shareholders (persons entitled to use
votes attached to voting shares) where
the law does not formally recognise
such deals as interested party
transactions.

Compliance
status

Reasons for non-compliance

Full

1.3

The corporate governance system and practices ensure equal conditions for all shareholders owning the same type (class) of shares,
including minority and non-resident shareholders, and their equal treatment by the company.

1.3.1

The company has created conditions for
fair treatment of each shareholder by the
company’s governing and control bodies,
including conditions that rule out abuse by
major shareholders against minority
shareholders.

1. In the reporting period, procedures for
managing potential conflicts of interest
among significant shareholders were
efficient while the board of directors
paid due attention to conflicts, if any,
between shareholders

1.3.2

The company does not take any actions
that lead or may lead to artificial
redistribution of corporate control.

1. No quasi-treasury shares were issued
or used to vote in the reporting period.

1.4

Shareholders are provided with reliable and efficient means of recording their rights to shares and are able to freely dispose of their
shares without any hindrance.

1.4.1

Shareholders are provided with reliable
1. The company’s registrar maintains the
and efficient means of recording their rights
securities register in an efficient and
to shares and are able to freely dispose of
reliable way that meets the needs of
their shares without any hindrance.
the company and its shareholders.

Full

Full

Full

Partial

None
Compliance criteria

Compliance
status

No.

Corporate governance principles

2.1

The board of directors carries out the strategic management of the company, determines key principles of, and approaches to, setting up
a corporate risk management and internal control system, oversees the activities of the company’s executive bodies, and performs other
key functions.

2.1.1

The board of directors is responsible for
appointing and dismissing executive
bodies, including due to improper
performance of their duties. The board of
directors also ensures that the company’s
executive bodies act in accordance with
the company’s approved development
strategy and core lines of business.

1. The board of directors has the authority
stipulated in the charter to appoint and
remove members of executive bodies
and to set out the terms and conditions
of their contracts.
2. The board of directors reviewed the
report(s) by the sole executive body or
members of the collective executive
body on the implementation of the
company’s strategy.

Partial

Reasons for non-compliance

1. Partial compliance.
Taking into account the existing share capital
structure, the Company’s Charter stipulates the
competence of the Board of Directors to appoint
(and dismiss) members of executive bodies.
The following matters are attributed to the
competence of the Board of Directors:
– Formation of the collective executive body – the
Management Board – and early termination of its
powers, approval of the size and membership of
the Management Board, as well as distribution of
functional responsibilities among its members
– Suspension of the powers of the sole executive
body – the Company’s CEO and the management
organisation (manager) – and establishment of a
temporary sole executive body of the Company
This practice ensures the necessary degree of
control by the Board of Directors over the
appointment and dismissal of executive bodies,
including due to improper performance of their
duties, as well as over the executive bodies’
performance in line with the Company’s approved
development strategy and core activities.
At the same time, given the structure of the
Company’s share capital, the risk of a potential
conflict between the Board of Directors and the
principal shareholder is minimised when the CEO is
appointed by the General Shareholders’ Meeting
rather than by the Board of Directors.
Based on the results of performance assessments of
PJSC MMK’s Board of Directors (including external
assessment) and the results of monitoring of PJSC
MMK’s National Corporate Governance Rating
(assigned by the Russian Institute of Directors (RID)),
the option of transferring the competence to elect
(appoint) the CEO from the General Shareholders’
Meeting to the Board of Directors was considered.
However, given the structure of PJSC MMK’s share
capital, this approach was not supported by the
principal shareholder.
The Company does not rule out the possibility of
resuming a discussion of this recommendation with
the principal shareholder in the future as part of the
corporate governance improvement process, if
appropriate.
2. Full compliance.
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Full

Partial

None

Full

No.

Corporate governance principles

Compliance criteria

2.1.2

The board of directors sets key long-term
targets for the company, assesses and
approves its key performance indicators
and key business goals, as well as the
strategy and business plans for the
company’s core lines of business.

1. In the reporting period, the board of
directors reviewed at its meetings
matters related to the progress in the
implementation of the strategy and its
updates, approval of the company’s
financial and business plan (budget),
and consideration of the implementation
criteria and performance (including
interim criteria and performance) of the
company’s strategy and business plans.

2.1.3

The board of directors determines the
principles of, and approaches to, setting
up a risk management and internal control
system in the company.

1. The board of directors determined the
principles of, and approaches to, setting
up a risk management and internal
control system in the company.

Compliance
status

Full

The board of directors determines the
company’s policy on remuneration
payable to, and/or reimbursement
(compensation) of expenses incurred by,
directors, executive bodies and other key
executives of the company.

1. The company has developed and put in
place a policy (policies) on remuneration
and reimbursement (compensation)
of expenses incurred by directors,
executive bodies and other key
executives of the company, approved
by the board of directors.

The board of directors plays a key role in
preventing, identifying and resolving
internal conflicts between the company’s
bodies, shareholders and employees.

1. The board of directors plays a key role
in preventing, identifying and resolving
internal conflicts.

No.

Corporate governance principles

2.2

The board of directors is accountable to the company’s shareholders.

2.2.1

Information about the performance of the
board of directors is disclosed and made
available to the shareholders.

The board of directors plays a key role in
1. The board of directors approved the
ensuring that the company is transparent,
company’s regulations on the
discloses its information fully and in a timely
information policy.
fashion, and provides its shareholders with 2. The company designated persons
unhindered access to the company’s
responsible for implementing the
documents.
information policy.

2.1.7

The board of directors controls the
company’s corporate governance
practices and plays a key role in its
significant corporate events.

1. In the reporting period, the board of
directors reviewed the company’s
corporate governance practices.

1. The company’s annual report for the
reporting period includes the information
on individual attendance at board of
directors and committee meetings.

Compliance
status

Reasons for non-compliance

Full

The chairman of the board of directors is
available to communicate with the
company’s shareholders.

2.3

The board of directors manages the company in an efficient and professional manner and is capable of making fair and independent
judgements and adopting resolutions in the best interests of the company and its shareholders.

2.3.1

Only persons of impeccable business and
personal reputation who have the
knowledge, expertise and experience
required to make decisions within the remit
of the board of directors and essential to
performing its functions in an efficient way
are elected to the board of directors.

1. The procedure for assessing the board
of directors’ performance established
in the company includes, inter alia,
assessment of directors’ professional
qualifications.

2.3.2

The company’s directors are elected via a
transparent procedure that enables
shareholders to obtain information on
nominees sufficient to judge on their
personal and professional qualities.

1. Whenever throughout the reporting
period the agenda of the general
shareholders’ meeting included election
of the board of directors, the company
provided to shareholders the
biographical details of all nominees to
the board of directors, the results of their
assessment carried out by the board of
directors (or its nomination committee),
and the information on whether the
nominee meets the independence
criteria set forth in Recommendations
102–107 of the Code, as well as the
nominees’ written consent to be elected
to the board of directors.

2.3.3

The board of directors has a balanced
membership, including in terms of directors’
qualifications, experience, expertise and
business skills, and has the trust of
shareholders.

1. As part of the board of directors’
performance assessment conducted
in the reporting period, the board of
directors reviewed its requirements as to
professional qualifications, experience
and business skills.

2.3.4

The company has a sufficient number of
1. As part of the board of directors’
directors to organise the board of directors’
performance assessment conducted
activities in the most efficient way, including
in the reporting period, the board of
the ability to set up committees of the
directors considered whether the
board of directors and enable the
number of directors met the company’s
company’s significant minority shareholders
needs and shareholders’ interests.
to elect a nominee to the board of directors
for whom they vote.

Full

Full

2. The company has set up mechanisms to
identify transactions leading to a conflict
of interest and to resolve such conflicts.

2.1.6

Compliance criteria

2.2.2
Full

2. At its meetings in the reporting period,
the board of directors discussed matters
related to such policy (policies).
2.1.5

None

2. The annual report contains key results
of the board of directors’ performance
assessment in the reporting period.

2. The board of directors assessed the
company’s risk management and
internal control system in the reporting
period.
2.1.4

Reasons for non-compliance

Partial

Full

Full

1. The company has in place a transparent
procedure enabling its shareholders to
forward questions and express their
positions on such questions to the
chairman of the board of directors.

Full

Full

2. In the reporting period, the board of
directors (or its nomination committee)
assessed nominees to the board of
directors for required experience,
expertise, business reputation, absence
of conflicts of interest, etc.
Full

Full

Full
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Full

Partial

None

Full

No.

Corporate governance principles

2.4

The board of directors includes a sufficient number of independent directors.

2.4.1

An independent director is a person who is 1. In the reporting period, all independent
sufficiently professional, experienced and
directors met all independence criteria
independent to develop their own position,
set out in Recommendations 102 – 107
and capable of making unbiased
of the Code, or were deemed
judgements in good faith, free of influence
independent by resolution of the board
by the company’s executive bodies,
of directors.
individual groups of shareholders, or other
stakeholders. It should be noted that a
nominee (elected director) who is related
to the company, its significant shareholder,
significant counterparty or competitor, or
is related to the government, may not be
considered as independent under normal
circumstances.

2.4.2

The company assesses compliance of
nominees to the board of directors and
reviews compliance of independent
directors with independence criteria on a
regular basis. In such assessment,
substance should prevail over form.

Compliance criteria

1. In the reporting period, the board of
directors (or its nomination committee)
made a judgement on the independence
of each nominee to the board of
directors and provided its opinion
to shareholders.

Compliance
status

Full

Full

1. Independent directors make up at least
one third of directors.

2.4.4

Independent directors play a key role in
1. Independent directors (who do not have
preventing internal conflicts in the company
a conflict of interest) conduct a
and in ensuring that the company performs
preliminary assessment of material
material corporate actions.
corporate actions implying a potential
conflict of interest and submit the results
to the board of directors.

Compliance criteria

Compliance
status

No.

Corporate governance principles

2.5

The chairman of the board of directors ensures that the board of directors discharges its duties in the most efficient way.

2.5.1

The board of directors is chaired by an
independent director, or a senior
independent director is chosen from
among the elected independent directors
to coordinate the activities of independent
directors and enable the interaction with
the chairman of the board of directors.

1. The board of directors is chaired by an
independent director, or a senior
independent director is chosen from
among the independent directors.
2. The role, rights and duties of the
chairman of the board of directors (and,
if applicable, of the senior independent
director) are duly set out in the
company’s internal documents.

None

Reasons for non-compliance

1. Non-compliance.
The current practice with regard to the Chairman is
shaped by the existing share capital structure and
the existence of a controlling shareholder. At the
same time, when appointing the Chairman, the
Board of Directors is guided by nominees’ authority,
impeccable business and personal reputation, trust
of shareholders and investors, and the most extensive
professional experience in the sector in which the
Company operates. According to the established
practice, the Chairman of the Board of Directors is
responsible for organising the Board of Directors’
activities in the most efficient way, ensuring its
interaction with other bodies of the Company,
maintaining a constructive environment at meetings,
enabling free discussions of agenda items, and
supervising the execution of resolutions passed by
the Board of Directors.

The entity of senior independent director was
reviewed, particularly in 2018 as part of the Board
of Directors’ external performance assessment.
Following the external assessment, the Board of
Directors reviewed and approved the Corporate
Governance Improvement Programme that did not
stipulate the appointment of a senior independent
director, at an in-person meeting (the programme
was unanimously approved by all directors,
including independent directors).

3. The company has developed
procedures defining the actions to be
taken by directors if they cease to be
independent, including the obligation to
notify in a timely fashion the board of
directors thereof.
Independent directors make up at least
one third of elected directors.

None

Each independent director is given every
opportunity to communicate with the Chairman of
the Board of Directors, Internal Audit Department
and the Company’s management in person.

2. In the reporting period, the board of
directors (or its nomination committee)
reviewed, at least once, the
independence of incumbent directors
listed by the company as independent
directors in its annual report.

2.4.3

Reasons for non-compliance

Partial

Full
Full

Functions of the senior independent director include
the following responsibilities: annual performance
assessment of the Board of Directors, its Committees,
directors, including the Chairman; offering an
opportunity for Committee Chairmen to speak at the
Board meetings; reviewing matters at business
meetings/sessions involving independent directors
(including at the initiative of independent directors) in
addition to official meetings of the Board of Directors
and Committees; participation of independent
directors in meetings between investors and the
Company’s management.
In the future, the Company may determine in the
Corporate Governance Improvement Programme
that it is appropriate to appoint a senior independent
director (if this is deemed beneficial for the Company).
2. The functions of the Chairman of the Board of
Directors are prescribed by the Charter and the
Regulations on the Board of Directors.
If a senior independent director is appointed, the
Corporate Governance Improvement Programme
will include a definition of their role, rights and
responsibilities, as outlined in the Company’s
internal documents.
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Full

Partial

None

Full

No.

Corporate governance principles

Compliance criteria

2.5.2

The chairman of the board of directors
maintains a constructive environment at
meetings, enables free discussion of
agenda items, and supervises the
execution of resolutions passed by the
board of directors.

1. Performance of the chairman of the
board of directors was assessed as part
of the board of directors’ performance
assessment in the reporting period.

2.5.3

The chairman of the board of directors
takes all steps necessary for the timely
provision to directors of information
required to pass resolutions on agenda
items.

1. The company’s internal documents set
out the duty of the chairman of the
board of directors to take all steps
necessary for the timely provision to
directors of materials regarding items
on the agenda of a board meeting.

Compliance
status

Reasons for non-compliance

Full

Partial

None

No.

Corporate governance principles

Compliance criteria

2.6.4

All directors have equal access to the
company’s documents and information.
Newly elected members of the board
of directors are furnished with sufficient
information about the company and the
performance of the board of directors as
soon as possible.

1. In accordance with the company’s
internal documents, directors are entitled
to access documents and make queries
regarding the company and its
controlled entities, while executive
bodies of the company should furnish
all relevant information and documents.

Full

Meetings of the board of directors, preparation for such meetings, and participation of directors ensure efficient performance by the
board of directors.

2.7.1

2.6.1

Directors pass resolutions on a fully
informed basis, with no conflict of interest,
subject to equal treatment of the
company’s shareholders, and assuming
normal business risks.

Meetings of the board of directors are held 1. The board of directors held at least
as needed, taking into account the scale of
six meetings in the reporting year.
business and goals of the company at a
particular time.

2.7.2

The company’s internal regulations set out
a procedure for arranging and holding
meetings of the board of directors,
enabling members of the board of
directors to properly prepare for such
meetings.

Full

3. The company has in place a procedure
enabling the board of directors to get
professional advice on matters within its
remit at the expense of the company.
2.6.2

The rights and duties of directors are
clearly stated and formalised in the
company’s internal documents.

1. The company has adopted and
published an internal document that
clearly defines the rights and duties of
directors.

2.6.3

Directors have sufficient time to perform
their duties.

1. Individual attendance at board and
committee meetings, as well as time
devoted to preparation for attending
meetings, was recorded as part of the
procedure for assessing the board of
directors in the reporting period.
2. In accordance with the company’s
internal documents, directors should
notify the board of directors of their
intentions to be elected to governing
bodies of other entities (apart from the
entities controlled by, or affiliated to, the
company), and of their election to such
bodies.

Full

Full

Full

2.7

Directors act reasonably and in good faith in the best interests of the company and its shareholders, on a fully informed basis and with
due care and diligence.

2. The company’s internal documents
stipulate that a director should abstain
from voting on any item in connection
with which they have a conflict of interest.

Reasons for non-compliance

2. The company has in place a formalised
induction programme for newly elected
members of the board of directors.

2.6

1. The company’s internal documents
stipulate that a director should notify
the board of directors of any existing
conflict of interest as to any agenda item
of a meeting of the board of directors
or its committee, prior to discussing the
relevant agenda item.

Compliance
status

1. The company has an approved internal
document that describes a procedure
for arranging and holding meetings of
the board of directors and stipulates, in
particular, that the notice of the meeting
is to be given, as a rule, at least five
days prior to such meeting.

Full

Full
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Full

Partial

None

Full

No.

Corporate governance principles

Compliance criteria

2.7.3

The format of the meeting of the board of
directors is determined taking into account
the importance of its agenda items. The
most important matters are dealt with at
meetings of the board of directors held in
person.

1. The company’s charter or internal
document provides for the most
important matters (as per the list set out
in Recommendation 168 of the Code)
to be discussed at meetings of the
board of directors held in person.

Compliance
status

Partial

Partial

None

Reasons for non-compliance

No.

Corporate governance principles

Compliance criteria

1. Partial compliance.
Subparagraph 11.20.5 of the Charter determines
the critical matters attributed to the competence of
the Board of Directors that are considered mainly at
Board meetings held in person (including, inter alia,
matters listed in Recommendation 168 of the Code).
According to Federal Law On Joint Stock
Companies (the Law), the competence of the Board
of Directors is set out by the Law and the Company’s
Charter. At the same time, the Law does not require
joint stock companies to list all matters attributed to the
competence of the board of directors in their charters.
Thus, when considering a matter (included in the
matters listed in the Law), PJSC MMK’s Board of
Directors unconditionally determines the format of the
Board meeting based on the importance of the matter
and guided by the recommendation of the Code.

2.7.4

Resolutions on the most important matters
relating to the company’s operations are
passed at a meeting of the board of
directors by a qualified majority or by a
majority of all elected directors.

1. The company’s charter provides for
resolutions on the most important matters
set out in Recommendation 170 of the
Code to be passed at a meeting of the
board of directors by a qualified
majority of at least three quarters or by a
majority of all elected directors.

Compliance
status

Partial

The Company did not receive any comments or
suggestions related to Recommendation 168 of the
Code from shareholders and members of the Board
of Directors (as part of the Board of Directors’
performance assessments).
In the future, the list of critical matters to be
considered at in-person Board meetings may be
revised, if appropriate.

1. Partial compliance.
Subparagraph 11.20.4 of the Charter defines
critical matters within the competence of the Board
of Directors, resolutions on which are passed by a
majority of all elected directors, excluding directors
who have stepped down (including matters listed
in Recommendation 170 of the Code).
A resolution on the above matters within the
competence of the Board of Directors was passed
by the General Shareholders’ Meeting (when
approving the Charter), taking into account their
expediency for the Company.
The current corporate practice of the Board of
Directors’ operation, with the support of the
committees established by the Board, is shaped by
the existing share capital structure and the existence of
a controlling shareholder. The existing practice fully
ensures that the opinions of all members of the Board
of Directors are taken into account when passing
resolutions on matters most crucial to the Company.

A resolution on critical matters within the competence
of the Board of Directors that are to be considered
at in-person Board meetings was passed by the
General Shareholders’ Meeting (when approving
the Charter), taking into account their expediency
for the Company.
The current corporate practice of the Board of
Directors’ operation, with the support of the
committees established by the Board, is shaped by
the existing share capital structure and the existence
of a controlling shareholder. This practice fully
ensures meaningful and complete consideration
(discussion) of the agenda items by the members of
the Board of Directors.

Reasons for non-compliance

The Company did not receive any comments or
suggestions related to Recommendation 170 of the
Code from shareholders and members of the Board
of Directors (as part of the Board of Directors’
performance assessments).
In the future, the current practice may be revised, if
appropriate.
2.8

The board of directors sets up committees for preliminary consideration of the most important matters related to the company’s operations.

2.8.1

An audit committee comprising
1. The board of directors set up an audit
independent directors was set up to review
committee comprising solely
matters related to controlling the
independent directors.
company’s financial and business activities. 2. The company’s internal documents set
out the tasks of the audit committee,
including those listed in
Recommendation 172 of the Code.
3. At least one member of the audit
committee represented by an
independent director has experience
and knowledge of preparing, analysing,
assessing and auditing accounting
(financial) statements.
4. In the reporting period, meetings of the
audit committee were held at least once
a quarter.

Full
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Full

Partial

None

Full

No.

Corporate governance principles

Compliance criteria

2.8.2

To review matters related to adopting an
1. The board of directors set up a
efficient and transparent remuneration
remuneration committee comprising
scheme, a remuneration committee was set
solely independent directors.
up, comprising independent directors and 2. The remuneration committee is chaired
headed by an independent director who is
by an independent director who is not
not the chairman of the board of directors.
the chairman of the board of directors.
3. The company’s internal documents set
out the tasks of the remuneration
committee, including those listed in
Recommendation 180 of the Code.

Compliance
status

Partial

Partial

None

Reasons for non-compliance

No.

Corporate governance principles

Compliance criteria

1. Partial compliance.
The Company has in place the Committee for
Nominations and Remuneration comprising two
independent directors (the majority) and one
non-executive director (Zumrud Rustamova does
not comply with the formal independence criteria
relating to tenure on the Board of Directors). The
composition of the Committee takes into account
the number of elected independent directors and
established Committees, as well as the internal
requirement set out in the Regulations on the PJSC
MMK Board of Directors’ Committees effective at
the time when the Committees were set up (a member
of the Board of Directors could not serve on more
than two Committees).

2.8.3

To review matters related to talent
management (succession planning),
professional composition and efficiency of
the board of directors, a nomination
(appointments, HR) committee was set up,
predominantly comprising independent
directors.

1. The board of directors set up a
nomination committee (or its tasks listed
in Recommendation 186 of the Code
are fulfilled by another committee <4>)
predominantly comprising independent
directors.

The Board of Directors deems the current composition
of the Committee fully adequate to the tasks assigned
to it by the Corporate Governance Code and the
Listing Rules of PJSC Moscow Exchange. Zumrud
Rustamova has the required excellent qualifications,
knowledge and experience on the Committee, and
her affiliation (in terms of tenure) with the Company
does not affect her ability to make independent,
unbiased judgements in good faith on matters within
the remit of the Committee.

Taking into account the company’s scale of 1. In the reporting period, the company’s
business and level of risks, the company’s
board of directors considered whether
board of directors made sure that the
the composition of its committees was
composition of its committees is fully in line
in line with the board’s tasks and the
with the company’s business goals.
company’s business goals. Additional
Additional committees were either set up or
committees were either set up or not
not deemed necessary (strategy committee,
deemed necessary.
corporate governance committee, ethics
committee, risk management committee,
budget committee, health, safety and
environment committee, etc.).

2.8.5

Committees are composed so as to enable 1. Committees of the board of directors
comprehensive discussions of matters
are headed by independent directors.
under review, taking into account the
2. The company’s internal documents
diversity of opinions.
(policies) include provisions stipulating
that persons who are not members of
the audit committee, the nomination
committee and the remuneration
committee may attend committee
meetings only by invitation of the
chairman of the respective committee.

To comply with best practices and the Code’s
recommendations, the Company’s Nomination and
Remuneration Committee and the Board of Directors
review requirements to nominees to the Board and
their assessment criteria, including requirements to
the Committees (the procedure is stipulated by the
Regulations on the Board of Directors of PJSC
MMK), as part of succession planning.

Full

Full

Partial

1. Partial compliance.
The Board of Directors has set up four committees,
three of which are headed by independent directors
(including the Audit Committee and the Nomination
and Remuneration Committee, in respect of which
the requirement for the Chairman’s independence
is stipulated by the Listing Rules of PJSC Moscow
Exchange, as well as the Health, Safety and the
Environment), and one committee is headed
by a non-executive director (the Strategic
Planning Committee).
The current corporate practice is shaped by the
existing share capital structure and the existence of
a controlling shareholder as well as the latter’s role
in the Company’s strategic activities.

The Board of Directors plans to consider setting
up committees (including the Nomination and
Remuneration Committee in line with this
recommendation of the Code and taking into
account the future Board composition) at its first
meeting after the Annual General Shareholders’
Meeting in 2021.

The existing practice fully ensures the fulfilment of
the key task of committee chairmen: to ensure that
committees develop unbiased recommendations
to the Board of Directors.
In the future, the current practice may be revised,
if appropriate.

2. Full compliance.
3. Full compliance.

Reasons for non-compliance

2. The company’s internal documents set
out the tasks of the nomination
committee (or the tasks of the relevant
committee with combined functions),
including those listed in
Recommendation 186 of the Code.

2.8.4

The current composition of the Nomination and
Remuneration Committee complies with the
requirements of the Listing Rules of PJSC
Moscow Exchange.

Compliance
status

2. Full compliance.
2.8.6

Committee chairmen inform the board
of directors and its chairman on the
performance of their committees on
a regular basis.

1. In the reporting period, committee
chairmen reported to the board of
directors on the performance of
committees on a regular basis.

Full
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Full

Partial

None

No.

Corporate governance principles

2.9
2.9.1

2.9.2

Full
Compliance criteria

Compliance
status

Reasons for non-compliance

None
Compliance
status

No.

Corporate governance principles

Compliance criteria

The board of directors ensures performance assessment of the board of directors, its committees and members of the board of directors.

4.1.2

The board of directors’ performance
assessment is aimed at determining the
efficiency of the board of directors, its
committees and members, consistency of
their work with the company’s growth
requirements, as well as at bolstering the
work of the board of directors and
identifying areas for improvement.

1. Self-assessment or external assessment
of the board of directors’ performance
carried out in the reporting period
included performance assessment of
committees, individual directors and
the board of directors in general.

The company’s remuneration policy is
devised by the remuneration committee
and approved by the board of directors.
The board of directors, assisted by the
remuneration committee, ensures control
over the introduction and implementation
of the company’s remuneration policy,
revising and amending it as required.

1. In the reporting period, the remuneration
committee considered the remuneration
policy (policies) and its (their)
introduction practices and presented
relevant recommendations to the board
of directors as required.

4.1.3

Performance of the board of directors,
its committees and members is assessed
regularly at least once a year. An external
advisor is engaged at least once in
three years to conduct an independent
assessment of the board of
directors’ performance.

1. The company engaged an external
advisor to conduct an independent
assessment of the board of directors’
performance at least once over the last
three reporting periods.

The company’s remuneration policy
includes transparent mechanisms for
determining the amount of remuneration
due to directors, executive bodies and
other key executives of the company, and
regulates all types of expenses, benefits
and privileges provided to such persons.

1. The company’s remuneration policy
(policies) includes (include) transparent
mechanisms for determining the amount
of remuneration due to directors,
executive bodies and other key
executives of the company, and
regulates (regulate) all types of
expenses, benefits and privileges
provided to such persons.

4.1.4

The company determines a policy on
1. The remuneration policy (policies)
reimbursement (compensation) of expenses
or other internal documents of the
detailing a list of reimbursable expenses
company define the rules for
and specifying service levels that directors,
reimbursement of expenses incurred
executive bodies and other key executives
by directors, executive bodies and
of the company may claim. Such policy
other key executives of the company.
can be part of the company’s
remuneration policy.

4.2

The remuneration system for members of the board of directors ensures alignment of financial interests of directors with long-term
financial interests of shareholders.

4.2.1

The company pays fixed annual
remuneration to its directors. The company
does not pay remuneration for attending
individual meetings of the board of
directors or its committees.

1. Fixed annual remuneration was the only
form of monetary remuneration payable
to directors for their service on the
board of directors during the
reporting period.

4.2.2

Long-term ownership of company shares
helps align the financial interests of
directors with long-term interests of
shareholders to the utmost. At the same
time, the company does not link the right to
dispose of shares to performance targets,
and directors do not participate in stock
option plans.

1. If the company’s internal document(s)
– the remuneration policy (policies) –
stipulates (stipulate) provision of
company shares to members of the
board of directors, clear rules for share
ownership by board members shall
be defined and disclosed, aimed at
stimulating long-term ownership of
such shares.

Full

2. Results of self-assessment or external
assessment of the board of directors’
performance carried out in the reporting
period were reviewed at the meeting of
the board of directors held in person.
Full

3.1

The company’s corporate secretary ensures efficient ongoing interaction with shareholders, coordinates the company’s efforts to protect
shareholder rights and interests, and supports efficient performance of the board of directors.

3.1.1

The corporate secretary has the
knowledge, experience and
qualifications sufficient to perform their
duties, as well as an impeccable
reputation and the trust of shareholders.

3.1.2

Partial

The corporate secretary is sufficiently
independent of the company’s executive
bodies and has the powers and resources
required to perform their tasks.

1. The company has adopted and
disclosed an internal document:
regulations on the corporate secretary.

Full

2. The biographical data of the corporate
secretary are published on the
corporate website and in the company’s
annual report with the same level of
detail as for members of the board of
directors and the company’s executives.
1. The board of directors approves the
appointment, dismissal and additional
remuneration of the corporate secretary.

Full

4.1

Remuneration payable by the company is sufficient to attract, motivate and retain people with competencies and qualifications required
by the company. Remuneration payable to directors, executive bodies and other key executives of the company is in compliance with the
approved remuneration policy of the company.

4.1.1

The amount of remuneration paid by the
1. The company has in place an internal
company to directors, executive bodies
document (internal documents) – the
and other key executives creates sufficient
policy (policies) – on remuneration of
incentives for them to work efficiently while
directors, executive bodies and other
enabling the company to engage and
key executives, which clearly defines the
retain competent and qualified specialists.
approaches to remuneration of the
At the same time, the company avoids
above persons.
unnecessarily high remuneration, as well as
unjustifiably large gaps between
remunerations of the above persons and
company employees.

Full

Reasons for non-compliance

Full

Full

Full

Full

None

The Company’s internal documents do not stipulate
the provision of Company shares to members of the
Board of Directors.
The Board of Directors reviewed this matter during
an assessment of its performance (including external
assessment) and when developing corporate
governance improvement programmes. The Board
of Directors did not support using Company shares
as motivation.
In the future, the Company may decide to provide
Company shares to members of the Board of
Directors if it is deemed appropriate. In this case, the
Corporate Governance Improvement Programme
may describe and disclose rules for holding shares
by members of the Board of Directors.

4.2.3

The company does not provide for any
1. The company does not provide for any
extra payments or compensations in the
extra payments or compensations in the
event of early termination of directors’
event of early termination of directors’
tenure resulting from a change of control or
tenure resulting from a change of control
any other reasons.
or any other reasons.

Full
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Full

Partial

None

Full
Compliance criteria

Compliance
status

No.

Corporate governance principles

Reasons for non-compliance

4.3

The company considers its performance and the personal contribution of each executive to the achievement of such performance when
determining the amount of a fee payable to members of executive bodies and other key executives of the company.

4.3.1

Remuneration due to members of executive 1. In the reporting period, annual
bodies and other key executives of the
performance targets approved by
company is determined in a manner
the board of directors were used to
providing for reasonable and justified ratio
determine the amount of the variable
of the fixed part of remuneration and the
part of remuneration due to members
variable part which depends on the
of executive bodies and other key
company’s performance and the
executives of the company.
employee’s personal (individual)
2. During the latest assessment of the
contribution to the final result.
remuneration system for members of
executive bodies and other key
executives of the company, the board
of directors (remuneration committee)
made sure that the company applies an
efficient ratio of the fixed and variable
parts of remuneration.

4.3.2

The company has in place a long-term
incentive programme for members of
executive bodies and other key executives
of the company with the use of company
shares (options and other derivative
instruments where company shares are the
underlying asset).

1. The company has in place a long-term
incentive programme for members of
executive bodies and other key
executives of the company with the use
of company shares (financial instruments
based on company shares).
2. The long-term incentive programme
implies that the right to dispose of shares
and other financial instruments used in
this programme takes effect at least
three years after such shares or other
financial instruments are granted. The
right to dispose of such shares or other
financial instruments is linked to the
company’s performance targets.

None

1. Non-compliance.
The Board of Directors reviewed this matter during
an assessment of its performance (including external
assessment) and when developing corporate
governance improvement programmes. The Board
of Directors did not support using Company shares
as motivation.

2. Non-compliance, as the Company does not
have in place a long-term incentive programme
for members of executive bodies and other key
executives of the Company with the use of
Company shares (financial instruments based
on Company shares).
If it is resolved to introduce such a programme,
the option to describe the rights to, and terms and
conditions for the sale of, shares and other financial
instruments used in the programme will be considered.

Compliance criteria

Compliance
status

Corporate governance principles

4.3.3

The compensation (golden parachute)
1. In the reporting period, the
payable by the company in case of early
compensation (golden parachute)
termination of powers of members of
payable by the company in case of
executive bodies or key executives at the
early termination of powers of members
company’s initiative, provided that there
of executive bodies or key executives at
have been no actions in bad faith on their
the company’s initiative, provided that
part, does not exceed double the amount of
there have been no actions in bad faith
the fixed part of their annual remuneration.
on their part, did not exceed double the
amount of the fixed part of their annual
remuneration.

5.1

The company has in place an effective risk management and internal control system providing reasonable assurance in the achievement
of the company’s goals.

5.1.1

The company’s board of directors
determined the principles of, and
approaches to, setting up a risk
management and internal control
system at the company.

1. Functions of different governing bodies
and business units of the company in the
risk management and internal control
system are clearly defined in the
company’s internal documents/relevant
policy approved by the board of
directors.

5.1.2

The company’s executive bodies ensure
establishment and continuous operation of
an efficient risk management and internal
control system at the company.

1. The company’s executive bodies
ensured the distribution of functions and
powers related to risk management and
internal control between the heads
(managers) of business units and
departments accountable to them.

5.1.3

The company’s risk management and
1. The company has approved an
internal control system ensures an
anti-corruption policy.
objective, fair and clear view of the current 2. The company established an accessible
state and future prospects of the company,
method of notifying the board of
the integrity and transparency of the
directors or the board’s audit committee
company’s reporting, as well as reasonable
of breaches or any violations of the law,
and acceptable risk exposure.
the company’s internal procedures and
code of ethics.

5.1.4

The company’s board of directors takes
necessary measures to make sure that the
company’s current risk management and
internal control system is consistent with the
principles of, and approaches to, its setup
determined by the board of directors, and
that it functions efficiently.

5.2

The company performs internal audits for regular independent assessment of the reliability and efficiency of its risk management and
internal control system, as well as corporate governance practices.

5.2.1

The company has set up a separate
1. To perform internal audits, the company
business unit or engaged an independent
has set up a separate business unit –
external organisation to carry out internal
internal audit division – functionally
audits. Functional and administrative
reporting to the board of directors or to
reporting lines of the internal audit unit
the audit committee, or engaged an
are delineated. The internal audit unit
independent external organisation with
functionally reports to the board of directors.
the same line of reporting.

The current incentive system sufficiently ensures that
the remuneration of members of executive bodies
and other key executives of the Company depends
on the Company’s performance and their personal
contribution to this performance.
The Company may include the option to introduce
a long-term incentive programme with the use of
Company shares in the Corporate Governance
Improvement Programme if this is deemed appropriate.

None

No.

Full

3. The company has in place a procedure
that guarantees return to the company of
bonus payments illegally received by
members of executive bodies and other
key executives of the company.

Partial

1. In the reporting period, the board of
directors or the board’s audit committee
assessed the performance of the
company’s risk management and
internal control system. Key results of this
assessment are included in the
company’s annual report.

Reasons for non-compliance

Full

Full

Full

Full

Full

Full
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Full

Partial

None

Full

No.

Corporate governance principles

Compliance criteria

5.2.2

The internal audit division assesses the
performance of the internal control, risk
management, and corporate governance
systems. The company applies generally
accepted standards of internal audit.

1. In the reporting period, the performance
of the internal control and risk
management system was assessed as
part of the internal audit procedure.

Compliance
status

Reasons for non-compliance

Full

The company and its operations are transparent for its shareholders, investors and other stakeholders.

6.1.1

The company has developed and
implemented an information policy
ensuring efficient exchange of information
by the company, its shareholders, investors
and other stakeholders.

6.1.2

1. The company’s board of directors
approved an information policy
developed in accordance with the
Code’s recommendations.

None

Corporate governance principles

6.2

The company makes timely disclosures of complete, up-to-date and reliable information about the company to allow shareholders and
investors to make informed decisions.

6.2.1

The company discloses information based 1. The company’s information policy sets
on the principles of regularity, consistency
out the approaches to, and criteria for,
and promptness, as well as availability,
identifying information that can have
reliability, completeness and comparability
a material impact on the company’s
of disclosed data.
evaluation and the price of its securities,
as well as procedures ensuring timely
disclosure of such information.

Full

2. The company discloses information on
the composition of its executive bodies
and board of directors, independence
of directors and their membership in
of the board of directors’ committees
(as defined by the Code).
3. If the company has a controlling person,
the company publishes a memorandum
of the controlling person setting out this
person’s plans for the company’s
corporate governance.

Partial

Full

2. If company securities are traded on
foreign organised markets, the company
ensured concerted and equivalent
disclosure of material information in the
Russian Federation and in the said
markets in the reporting year.

2. The board of directors (or one of its
committees) considered matters related
to the company’s compliance with its
information policy at least once in the
reporting period.

The company discloses information on its
1. The company discloses information
corporate governance system and
on its corporate governance system
practices, including detailed information on
and general principles of corporate
compliance with the principles and
governance, including disclosure on
recommendations of the Code.
its website.

Compliance criteria

Compliance
status

No.

2. The company applies generally
accepted approaches to internal control
and risk management.

6.1

Partial

3. If foreign shareholders hold a significant
amount of the company shares, the
relevant information was disclosed in
the reporting period both in the Russian
language and in one of the most widely
used foreign languages.

1. Full compliance.
2. Full compliance.
3. Partial compliance.
In accordance with the Company’s established
practice, the Letter from the Chairman of the Board
of Directors (the controlling person) disclosing the
Company’s future plans and development strategy,
including corporate governance, is featured in the
annual report and in communications between PJSC
MMK’s management, investors and shareholders
(http://www.mmk.ru/for_investor/day_investor/).
The Chairman of the Board of Directors also issues
other types of messages on current plans. For
instance, in April 2020, given the current
circumstances, the Chairman of the Board of
Directors issued a statement to shareholders on PJSC
MMK’s commitment to comply with established
corporate governance standards amid the
unprecedented COVID-19 situation (http://www.
mmk.ru/press_center/77595/).
If the controlling person prepares a memorandum
specified in the recommendation, the Company will
publish it.

6.2.2

The company avoids a formalistic
approach to information disclosure and
discloses material information about its
operations, even if disclosure of such
information is not required by law.

1. In the reporting period, the company
disclosed annual and semi-annual
financial statements prepared under the
IFRS. The company’s annual report for
the reporting period included annual
financial statements prepared under the
IFRS, along with the auditor’s report.

Full

2. The company discloses complete
information about its capital structure, as
stated in Recommendation 290 of the
Code, in its annual report and on the
corporate website.
6.2.3

The company’s annual report, as one of the 1. The company’s annual report contains
most important tools of its information
information about the key aspects of its
exchange with shareholders and other
operational and financial performance.
stakeholders, contains information enabling 2. The company’s annual report contains
assessment of the company’s annual
information about the environmental
performance results.
and social aspects of the company’s
operations.

Full

Reasons for non-compliance
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Full

Partial

None

Full
Compliance criteria

Compliance
status

No.

Corporate governance principles

Reasons for non-compliance

6.3

The company provides information and documents requested by its shareholders in accordance with the principles of equal and
unhindered access.

6.3.1

The company provides information and
documents requested by its shareholders in
accordance with the principles of equal
and unhindered access.

1. The company’s information policy
establishes the procedure for providing
shareholders with unhindered access
to information, including information on
legal entities controlled by the company,
as requested by shareholders.

6.3.2

When providing information to
shareholders, the company ensures
reasonable balance between the interests
of particular shareholders and its own
interests consisting in preserving the
confidentiality of important commercial
information which may materially affect
its competitive edge.

1. In the reporting period, the company
did not refuse shareholders’ requests
for information, or such refusals were
justified.

Actions that materially affect or may affect the company’s share capital structure and financial position and accordingly the position of its
shareholders (“material corporate actions”) are taken on fair terms ensuring that the rights and interests of shareholders and other
stakeholders are observed.

7.1.1

Material corporate actions include
1. The company’s charter includes a list of
company reorganisation, acquisition of
transactions or other actions classified
30% or more of the company’s voting
as material corporate actions, and their
shares (takeover), execution by the
identification criteria. Resolutions on
company of material transactions, increase
material corporate actions are referred
or decrease of the company’s share
to the remit of the board of directors.
capital, listing or de-listing of company
When execution of such corporate
shares, as well as other actions which may
actions is expressly referred by law to
lead to material changes in the rights of
the remit of the general shareholders’
shareholders or violation of their interests.
meeting, the board of directors presents
The company’s charter provides for a list
relevant recommendations to
(criteria) of transactions or other actions
shareholders.
classified as material corporate actions,
2. According to the company’s charter,
and these actions are referred to the remit
material corporate actions include
of the company’s board of directors.
at least: company reorganisation,
acquisition of 30% or more of the
company’s voting shares (takeover),
execution by the company of material
transactions, increase or decrease of
the company’s share capital, listing or
delisting of company shares.

7.1.2

The board of directors plays a key role in
passing resolutions or making
recommendations on material corporate
actions, relying on the opinions of the
company’s independent directors.

1. The company has in place a procedure
enabling independent directors to
express their opinions on material
corporate actions prior to approval
thereof.

Partial

1. Partial compliance.
Matters classified by the Code as material
corporate actions are listed in PJSC MMK’s Charter.
At the same time, given that all applicable
requirements to material corporate actions, including
their composition and relevant procedures, are
established by Russian legislation and prescribed by
PJSC MMK’s internal documents (in particular, basic
principles are set out in PJSC MMK’s Corporate
Governance Code), there is no need for additional
definition (including in the form of a list) and
description of material corporate actions in the
Company’s Charter (other than as provided).
In the event of changes in corporate governance
practices and/or legislation that would make it
necessary or advisable to supplement the
Company’s Charter with additional provisions on
material corporate actions, relevant amendments
will be considered.
2. Partial compliance.
Reasons (comments) – same as reasons for
Criterion 1 of Principle 7.1.1.

Full

Compliance criteria

Compliance
status

Corporate governance principles

7.1.3

When taking material corporate actions
1. Due to the specifics of the company’s
affecting the rights and legitimate interests
operations, the company’s charter
of shareholders, equal terms and
contains less stringent criteria for
conditions are guaranteed for all
material corporate actions than required
shareholders; if the statutory procedure
by law.
designed to protect shareholder rights
2. All material corporate actions in the
proves insufficient, additional measures are
reporting period were duly approved
taken to protect their rights and legitimate
before they were taken.
interests. In doing so, the company is
guided by the corporate governance
principles set forth in the Code, as well as
by formal statutory requirements.

7.2

The company takes material corporate actions in such a way as to ensure that shareholders receive in a timely manner complete
information about such actions, allowing them to influence such actions and guaranteeing adequate protection of their rights when taking
such actions.

7.2.1

Information about material corporate
1. In the reporting period, the company
actions is disclosed with explanations of the
disclosed information about its material
grounds, circumstances and consequences.
corporate actions in due time and in
detail, including the grounds for, and
timeliness of, such actions.

7.2.2

Rules and procedures related to material
1. The company’s internal documents
corporate actions taken by the company are
set out a procedure for engaging an
set out in the company’s internal documents.
independent appraiser to estimate the
value of assets either disposed of or
acquired in a major transaction or an
interested party transaction.

Full

7.1

None

No.

Full

2. In cases defined by the information
policy, shareholders are warned of the
confidential nature of the information
and undertake to maintain its
confidentiality.

Partial

2. The company’s internal documents set
out a procedure for engaging an
independent appraiser to estimate the
value of shares acquired and bought
back by the company.
3. The company’s internal documents
provide for an expanded list of grounds
on which the company’s directors and
other persons as per the applicable law
are deemed to be interested parties to
the company’s transactions.

Reasons for non-compliance

Full

Full

Full
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Glossary

Explanation/meaning

Units of measurements
CO₂e
Gcal/t
GJ/t
Mt
mtpa
p.p.
t

Carbon dioxide equivalent
Gigacalories per tonne
Gigajoules per tonne
Million tonnes
Million tonnes per annum
Percentage points
Tonne (1,000 kg)

Abbreviations
AHSS
AGM
AMROS
AR
BCG
BIM
BOF
CAPI
CAPEX
CEST
CHPP
CIF
CIS
CMIPRI
CRC
CRM
CRU
CUSIP
DWT
EAF
EBITDA
EDI
ESG
FCF
FEED
FMEA
FOB
FSU
GDP
GDR
GHG
GmbH
GRI
HRC
IATF
IEC
IIoT
IRR
ISIN
ISO
KPI

Advanced High Strength Steels
Annual General Meeting
Association of Industrialists of the Mining -Metallurgical Complex of Russia
Augmented reality
Boston Consulting Group
Building Information Modelling
Basic oxygen furnace
Comprehensive Air Pollution Index
Capital expenditure
The Centre for Energy Saving Technologies
Сombined heat and power plant
Cost, Insurance and Freight
Commonwealth of Independent States
China Metallurgical Industry Planning and Research Institute
Cold rolled coil
Customer Relationship Management
CRU Group is a business intelligence company focused on the global mining, metals and fertilisers markets
Committee on Uniform Security Identification Procedures is an identification number assigned to shares and used to facilitate clearing and
settlement of trades
Deadweight tonnage is a measure of how much weight a ship can carry
Electric arc furnaces
Earnings Before Interest, Taxes, Depreciation and Amortisation
Electronic data interchange
Environmental, Social and Governance
Free cash flow
Front End Engineering Design
Failure Mode and Effects Analysis
Free On Board
Former Soviet Union
Gross Domestic Product
Global depositary receipts
Greenhouse gas
Gesellschaft mit beschränkter Haftung (German), LLC
Global Reporting Initiative
Hot rolled coil
International Automotive Task Force
International Electrotechnical Commission
Industrial Internet of Things
Internal Rate of Return
International Securities Identification Number is an international share identification code
International Organisation for Standardisation
Key Performance Indicators

Term

Explanation/meaning

LLC
LSE
LTIFR
LTISR
MES
MOEX
N/A
NPS
NUIAC
OHS
OHSAS
OTIF
PJSC
R&D
RCM
RFID
RPA
RSPP
SASB
SMEs
TCFD
TRIFR
TRIR
TSR
UCCUS
UN SDGs
VR
WSA
WWF

Limited liability company
London Stock Exchange
Lost Time Injury Frequency Rate
Lost Time Incidents Severity Rate
Manufacturing Execution System
Moscow Stock Exchange
Not applicable
Net Promoter Score measuring customer loyalty
National Union of Internal Auditors and Controllers
Occupational Health & Safety
Occupational Health & Safety Assessment Series
On Time In Full
Public joint stock company
Research and development
Reliability-Centered Maintenance
Radio Frequency IDentification
Robotic process automation
Russian Union of Industrialists and Entrepreneurs
Sustainability Accounting Standards Board
Small and medium enterprises
Task Force on Climate-Related Financial Disclosure
Total Recordable Injury Frequency Rate
Total Recordable Incident Rate
Total shareholder return
Union of Construction Companies of the Urals and Siberia
UN Sustainable Development Goals
Virtual reality
World Steel Association
World Wide Fund for Nature

Industry terms
Beneficiation
Blast furnace
Coal concentrate
Crude steel
Fat coal (grade)
Internal rate of return
(IRR)
Iron ore
Lean iron ore
Long products
Mill
Ore mined
Pellet
Pig iron
Rebar

Crushing and separating raw materials into valuable substances or waste by any of a variety of techniques
A type of metallurgical furnace used for the production of pig iron from iron ore and ferroalloys
A product resulting from the coal beneficiation process, with a high grade of extracted mineral
Steel in its solidified state directly after casting. This is then further processed by rolling or other treatments, which can change its properties
Grade of coking coal with a volatile content of 30-50%
The interest rate at which the net present value of all the cash flows (both positive and negative) from a project or investment equal zero, it is
used to evaluate the attractiveness of a project or investment
Chemical compounds of iron with other elements. Only extremely pure (rich) iron-oxygen compounds are used for steelmaking.
Iron ore, which has an iron content from 20% to 44%
Includes bars, rods and structural products that are ‘long’ rather than ‘flat’
A complex of equipment in which the metal is reshaped with the required geometric parameters
Ore extracted from the ground for further processing
An enriched form of iron ore shaped into small balls or pellets. Pellets are used as raw material in the steel making process
An intermediate product of the metallurgy in the production of steel which is obtained by smelting iron ore and pellets in a blast furnace
A steel bar or mesh of steel wires used as a tension device in reinforced concrete and reinforced masonry structures to strengthen and aid the
concrete under tension
Rich iron ore
Iron ore, which has an iron content of more than 44%
Sinter
Sinter plants agglomerate iron ore fines (dust) with other fine materials at high temperature, to create a product that can be used in a blast
furnace. The final product, a sinter, is a small, irregular nodule of iron mixed with small amounts of other minerals. The process, called sintering,
causes the constituent materials to fuse to make a single porous mass with little change in the chemical properties of the ingredients.
Steel-making charge(s) The major charge materials of BOF or EAF steelmaking are scrap, pig iron, iron ore, pellets and others.
ZH grade coal
Grade of coking coal which is mainly used in the coke production process.
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Contacts

Notes

MMK legal address
93 Kirov Street, Magnitogorsk, Chelyabinsk
region, Russian Federation, 455000

Contacts for the press
Oleg Egorov

Tel: +7 (915) 380 62 66

Tel: +7 (3519) 24 40 09

E-mail: ir@mmk.ru

Fax: +7 (3519) 24 73 09

E-mail: egorov.oa@mmk.ru

ESG
Yaroslava Vrubel
Head of ESG

Telex: 624117

Tel: +7 (982) 282 96 82

8 Malaya Yakimanka Street, Moscow, Russian
Federation, 119180

E-mail: vrubel.ys@mmk.ru

MMK representative office in Moscow
LLC MAGSTORN

Corporate secretary
Pavel Chereshenkov

Tel: +7 (499) 238 13 66

Tel: +7 (3519) 24 38 22

Depositary
Bank of New York Mellon

E-mail: chereshenkov.pn@mmk.ru
Shareholders Information Support Centre
Tel: +7 (3519) 24-73-88,
+7 (3519) 25 45 73
E-mail: shareholder@mmk.ru

Fax: +7 (499) 238 13 33

Olena Smirnova
Relationship Manager
Tel: +1 212 815 2510
E-mail: Olena.Smirnova@BNYMellon.com
Auditor
OJSC PricewaterhouseCoopers
White Square Office Center
10 Butyrsky Val
Moscow, Russia, 125047
Tel: +7 (495) 967 60 00
Fax: +7 (495) 967 6001
Web: https://www.pwc.ru/
Registrar
JSC STATUS
Ring Park Business Centre, 23
Novokhokhlovskaya Street, Building 1,
Moscow, 109052, Russian Federation
Tel: +7 (495) 280 04 87
E-mail: office@rostatus.ru
Magnitogorsk Branch of JSC STATUS:
212 Karla Marksa Avenue, 455008,
Magnitogorsk, Russian Federation
Tel.: +7 (3519) 25 60 22/25 60 23

Tel: +7 (499) 238 26 13
Dmitry Kuchumov
Tel: +7 (499) 238 26 13
E-mail: kuchumov.do@mmk.ru
Information and Public Relations
Department
Tel: +7 (3519) 24 03 02
Fax: +7 (3519) 24 85 54
E-mail: press@mmk.ru
Information Support Center
Tel: +7 (3519) 24 23 88
Fax: +7 (3519) 25 33 33
E-mail: infommk@mmk.ru
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