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Our mission is to be the leader in value creation. 
Leadership in value creation requires the following:

•  Value creation through vertical integration and 
continuous improvement at a faster rate than our 
competitors

•  Leadership in the manufacturing of high-demand 
products used around the world in construction, 
energy, transportation, industrial machinery and 
consumer goods industries

•  Continuous commitment to new achievements 
creating an opportunity to exceed customer 
expectations

•  Use of our knowledge and expertise to develop 
our business and secure its sustainable growth 
in the best interest of all stakeholders including 
our shareholders, customers, employees, business 
partners, government authorities and local 
communities
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This report discusses Severstal’s strategy and main results that we 
achieved in 2012 in the areas of corporate social responsibility and 
sustainable development. This report was prepared in accordance 
with Sustainability Reporting Guidelines of the Global Reporting 
Initiative (GRI) and presents all the key aspects of corporate 
social responsibility defi ned in the ISO 26000:2010 (Guidance 
on Social Responsibility) standard. This report is addressed to all 
stakeholders of Severstal.

This report contains data for calendar year 2012. Information 
beyond this reporting period is also provided where deemed 
important. This report outlines fi nancial and operational results 
using consolidated data of OAO Severstal. IFRS management 
reporting and audited fi nancial statements were the basis for this 
Report. For Russian subsidiaries, we used Russian Central Bank’s 
average Ruble exchange rate in the reporting period. Details 
of social activities and labor relations, as well as environmental 
protection data, were accumulated and organized using a corporate 
information system and data queries defi ned according to GRI 
guidelines. The set of sustainable development indicators used here 
generally corresponds to the perimeter of fi nancial statements. 
Certain indicators are provided for individual divisions of Severstal.

This report complies with Sustainability Reporting Guidelines of 
the Global Reporting Initiative (GRI — G3.1), an internationally 
recognized non-fi nancial reporting standard, and additionally 
includes selected indicators of the Mining & Metals Sector 
Supplement (2010 edition). We targeted GRI application level B+.

Our implementation of GRI Reporting Guidelines is discussed in 
Appendix 1. Index of standard disclosures is provided in Appendix 2.

Data completeness and accuracy are verifi ed at the level of 
individual contributing departments, and at the level of functional 
departments of Severstal’s divisions and the General Directorate.

This report received public affi rmation by RSPP Council for Non-
Financial Reporting.

It is published on our offi cial website in the Russian and English 
languages, and is available for download for a large audience in 
Russia and other countries.

EXECUTIVE SUMMARY
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These materials may contain forward-looking statements 
regarding future events or the future fi nancial performance 
of OAO Severstal (hereinafter Severstal). Forward-looking 
statements often use words such as “anticipate”, “estimate”, 
“will”, “probably”, “likely” or other words of similar meaning. 
Severstal cautions readers that these forward-looking statements 
are predictive in nature, and actual events and circumstances 
could differ materially from those expressed or implied in such 
statements. Severstal has no intention to update these forward-

looking statements to refl ect events or circumstances after the 
date of this publication or to refl ect the occurrence of unforeseen 
events. Factors that could cause actual results to differ materially 
from those in forward-looking statements of Severstal include, 
but are not limited to overall economic situation in our markets 
of interest, competitive landscape and risks associated with 
doing business in these markets, market changes in steel making 
and mining industries, and other risks affecting Severstal and its 
business.
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CHAIRMAN’S REVIEW

Severstal faced challenging market conditions in 

2012. Business operations were complicated due to 

economic instability of global markets. Nevertheless, 

we were able to achieve impressive performance, 

maintain strong operational margin, reduce fi nancial 

leverage and pay dividends throughout the year.

Our key competitive advantage is our complete self-

suffi ciency in iron ore and coking coal for steelmaking 

in Russia. To further reinforce our market position, 

Severstal will focus on consistently reducing of our 

manufacturing costs, producing more high-value-

added products, developing talent and ensuring 

productive cooperation with all stakeholders. The 

Board was focused on these aspects throughout the 

year.

Despite a certain reduction of our 2012 CAPEX 

plan, we continued investing in 

development of our production 

facilities. Our major projects included 

construction of Balakovo Long 

Product Mill, refurbishment of coke 

battery #7 at Cherepovets Steel 

Mill, and construction of coalbed 

methane power plant in Vorkuta.

We continued working on various 

projects of the Business System 

of Severstal. This system 
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includes a variety of initiatives applicable to all 

strategically important areas of our operations, from 

cost reductions and product quality enhancements to 

customer services and new product development, and 

makes a healthy contribution to our fi nancial results.

Occupational safety is one of our fundamental 

priorities. Our Board is constantly focused on health 

and safety practices. We allocated more than 

US$ 304.3 million to initiatives in this area in 2012. 

Our goal is to eliminate all fatal accidents by 2015. 

We were devastated by the tragic accident at our 

Vorkutinskaya mine on February 11, 2012, which 

resulted in nineteen fatalities. We keep working on the 

analysis of root causes of this tragic accident together 

with local authorities.

We consistently follow the best practices in corporate 

governance. Severstal’s Board of Directors is 

committed to protecting the rights of shareholders 

and investors, and on engagement of investor 

community. In 2012, we hosted an Investor Day 

in London where our top executives presented our 

performance data and our plans to overcome market 

challenges, and reconfi rmed our commitment to the 

corporate strategy we announced earlier.

Severstal is focused on consistent implementation 

of sustainable development principles and invests 

in large-scale environmental protection programs, 

employee benefi ts and support programs for local 

communities. We believe that by doing so, we invest 

in our long-term sustainability. All key businesses of 

Severstal hold ISO 14001 environmental certifi cations. 

ISO 14001 is an international standard detailing 

the process for identifying environmental impact, 

controlling it and improving environmental protection. 

A series of our employee and community relations 

projects received recognition from local and business 

communities.

The report that I am presenting to you today 

adheres to Sustainability Reporting Guidelines of 

the Global Reporting Initiative (GRI) and covers the 

most important undertakings and achievements of 

Severstal in the area of corporate social responsibility 

and development. I would like to stress that we think 

of these annual reports as an important initiative 

improving our transparency, helping us to streamline 

our operations and supporting our dialog and 

collaboration with all our stakeholders.

Christopher Clark
Non-Executive Chairman of the Board
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CHIEF EXECUTIVE’S REVIEW

The 2012 results of Severstal reconfi rmed the 

advantage of our focused strategy, vertically 

integrated business model and high effi ciency of the 

projects that we implement as a part of the Business 

System of Severstal. Despite more challenging global 

market conditions, we were able to ensure nearly 

full utilization of our steel, iron ore and coking coal 

production facilities throughout the year. In the 

United States, we successfully increased production 

volumes at the new facilities launched in 2011 and 

achieved good utilization rates. Our 2012 EBITDA 

was US$ 2,119 million, and our continued focus on 

effi ciency and cost control enabled us to achieve the 

EBITDA margin of 15.0%. We remain one of the most 

profi table steelmakers: Severstal is a top ten steel 

producer worldwide by profi tability.

We carried on with our long-term strategy focused 

on our transformation into one of the most effi cient 

vertically integrated steelmakers in the world. 

Severstal remained focused on improving our 

operational effi ciency and reducing cost of goods 

sold. In 2012, we continued upgrading facilities of 

Severstal Russian Steel and Severstal Resources and 

increasing capacity of Severstal International. Our 

2012 capital expenditures were US$ 1,448 million. 

Our main projects included the construction of 

Balakovo Long Product Mill, development of new 

longwall mines in Vorkutaugol, refurbishment of Coke 

Battery 7 at Cherepovets Steel Mill, and construction 

of coalbed methane power plant in Vorkuta. We 

increase customer satisfaction by improving product 

quality and expanding the range of our offerings. The 

share of high-value-added products reached 44% of 

our steel product portfolio in Russia and the US, the 

highest among our Russian peers.

Profi tability is more important for us than production 

volumes. Focused on becoming the industry leader, 

we work towards not only fi nancial but also social 

objectives. We integrated our social responsibility 

principles into our strategy and everyday activities. 

Our high effi ciency and competitive advantage 

are to a large extent the result of our productive 

collaboration with our business partners, employees, 

government authorities and local communities in our 

regions.

Health and safety of our employees, workplace 

environment conducive to their professional 

development, protection of the environment, and 
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welfare of local communities in our regions are among 

our key priorities. Our Russian businesses spent more 

than US$ 100 million on environmental protection 

initiatives.

We actively work on social programs together with 

local governments and community organizations in 

our regions; we support charitable projects focused on 

maternity and childhood, education, culture, sports, 

as well as small and medium businesses. We invested 

more than US$ 79 million in social projects and 

charitable causes in 2012.

This report provides information about our major 

corporate social responsibility programs and their 

main areas of focus. We are confi dent that 

these initiatives contribute to both sustainable 

development of our regions and long-term 

sustainability of our business.

Alexey Mordashov
Chief Executive Offi cer
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Severstal in 2012

Severstal is one of the world’s largest vertically integrated steel 
and mining companies with major assets in Russia and USA, and 
investments in other regions. We are a supplier of the leading 
Russian and international energy enterprises, automakers, 
machinery and construction companies. Severstal actively 
increases production of high-value-added products and unique 
products for niche markets. Our shares are listed on the Russian 
MICEX and RTS exchanges, and our GDRs are traded on the 
London Stock Exchange.

Severstal has approximately 67 thousand employees in three 
divisions—Severstal Resources, Severstal Russian Steel and 
Severstal Internationals.

Our core competitive advantages include full vertical integration, full 
self-suffi ciency in iron ore and coking coal, and effi cient cost 

management.

Severstal is one of the few steel makers worldwide having its 
own iron ore and coking coal. We use only our own raw materials 
for steel production in Russia, and we also sell raw materials 
in Russia and other countries. Vertical integration makes 
Severstal less susceptible to market fl uctuations and helps us to 
respond to new opportunities effi ciently. The importance of this 
advantage was reconfi rmed in 2012 when Severstal demonstrated 
impressive performance and maintained Group EBITDA margin 
at 15.0% despite the economic slowdown. Our strong fi nancial 
position resulted in upgrades of our credit ratings by the leading 
international rating agencies in 2012.

In 2012, Severstal was ranked the third most competitive 
steelmaker worldwide. 

Severstal in 2012

•  67,297 employees

•   US$ 14,104 million in revenues

•  15.1 million tonnes of crude steel produced

•  44% of high value-added products in Russian and US steel

product portfolio

•  US$ 2.1 billion EBITDA and 15.0% EBITDA margin

•  US$ 1,448 million CAPEX

•  US$ 304.3 million invested in occupational safety initiatives

•  More than US$ 100 million spent on environmental protection initiatives 

by Russian businesses of Severstal

•  More than US$ 79 million invested in social and charitable programs

20122011

2012 revenue,
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Deteriorating market backdrop and lower selling prices negatively 
affected our fi nancial results. However, our position as a low-cost 
steel producer in Russia, with full vertical integration, allowed us 
to maintain almost full utilization rates throughout the year at our 
steel, iron ore and coking coal operations.

In the US, we successfully ramped up the facilities launched in 2011.

Severstal: Revenue by Segment

Contribution of individual segments to consolidated
revenue in 2012, US$ million

2011
revenue

2012
revenue

Severstal
Russian

Steel

Severstal
International

Severstal
Resources

Inter-segment
transactions

15,812 (1,930)
456 (707) 473 14,104

Severstal: EBITDA by Segment

2011
EBITDA

2012
EBITDA

Severstal
Russian

Steel

Severstal
International

Severstal
Resources

Inter-segment
transactions

Contribution of individual segments to consolidated
EBITDA in 2012, US$ million

3,584 (845)

(15) (619)

14 2,119
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Our 2012 capital expenditures were US$ 1,448 million. Our largest 
projects included construction of the Balakovo Long Product Mill, 

refurbishment of coke battery #7 at Cherepovets Steel Mill, and 
construction of coalbed methane power plant in Vorkuta. Our 2013 CAPEX 
budget exceeds US$ 1,336 million. We will use this money to complete the 
construction of Balakovo Long Product Mill and its launch in late 2013; to 
develop specialized steel service centers; to build two inclined shafts and 
make other improvements at Pechorskaya Preparation Plant of 
Vorkutaugol; and to build an inclined conveyor and fi nance exploration at 
Olkon.

2012 CAPEX breakdown by segment, US$ million

Severstal Resources

Severstal
Russian
Steel

Severstal
International

151

555

742



14

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX

Iron Ore and Coking Coal Production
Severstal Resources – is one of Russia’s largest producers of iron 
ore and coking coal. Our coal businesses are among Russia’s top 
fi ve coking coal producers, while our iron ore businesses are leaders 
by extraction volume in their respective markets.

This division has suffi cient capacity and product mix to supply 
almost all iron ore and hard coking coal needed for our steel 
operations. Severstal Resources also supplies coal to Severstal 
International. Severstal Resources sells products to internal 
customers as well as to external consumers in Russia and 
other countries. Our divisional development strategy focuses 
on maintaining our market share in Russia and expanding our 
international presence.

Our largest iron ore businesses include Karelsky Okatysh (iron 
ore pellets) and Olkon (iron ore concentrate). Located in North-
Western Russia, Karelsky Okatysh is a state-of-the-art iron ore 
producer. It mines ferruginous quartzites and produces high-
quality iron ore pellets with 63% to 65% iron content. Karelsky 
Okatysh manufactures 20% of all Russian iron ore pellets. Olkon is 
located in Murmansk Oblast. It mines ferruginous quartzites and 
produces high-quality iron ore concentrate, crushed stones and 
ferrite strontium powder.

Location of Severstal Resources Businesses 

Vorkuta

Olenegorsk

Kostomuksha

Friedens, PA

Liberia

Our coal mining businesses include Vorkutaugol in Russia and 
PBS Coals in the US. Severstal Resources also has a promising 
project portfolio including Putu Range and Amapa iron ore 
deposits in Liberia and Brazil respectively, coking coal deposits in 
Tyva (Russia), and Usinskoye deposit in Komi Republic (Russia). 
Located in Komi Republic, Vorkutaugol is one of the largest 
Russian producers of hard coking coal. In addition to coking coal, 
it also produces steam coal. PBS Coals produces coking and steam 
coal from several surface and underground mining complexes 
near Somerset, PA. Steam coal is sold for domestic electricity 
generation, and coking coal is shipped to our steelmaking plants in 

Core Businesses and Structure
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the US and to the steel industry worldwide.

Over the last several years, Severstal Resources has replaced all 
core equipment in its underground mines and open pits. 

Russia is the principal market for our mining businesses. Their main 
customer is Severstal Russian Steel division. Domestic sales in 

Russia generated 71% of their 2012 revenues.

Severstal Strategy is focused on effi cient further development of 
our mining businesses to cover the demand of our steelmaking 
operations. We expect to increase our coking coal concentrate 
production in Russia by approximately 45% between 2012 an 
2015. Our key greenfi eld projects include Usinskoe and Tyva coking 
coal deposits in Russia, and Putu Range iron ore project in Liberia.

In the fi rst six months of 2013, we will be launching a new project 
to access the rapidly-growing global market of metallic iron 

products. Severstal has a 33% stake in International Mineral Benefi ciation 
Services (IMBS), a research and development company with headquarters 
in Johannesburg, South Africa. IMBS has developed the Finesmelt 
technology capable of processing low-grade iron ore and steam coal into 
valuable metallic products.

In 2012, Severstal completed the divestiture our gold assets into 
Nordgold that was started in 2011. Today, Severstal remains the 

owner of steelmaking as well as iron ore and coking coal mining assets that 
we will focus on developing in future. Nordgold became an independent 
company with a listing on London Stock Exchange in January 2012.

2012 Financial and Operational Highlights

20122011

Sales of iron ore by individual
businesses of Severstal Resources
(million tonnes)

15.214.8 15.2

million

20122011

Sales of coal by individual
businesses of Severstal Resources
(million tonnes)

10.510.6 10.5

million

Financial Highlights

2011 2012

Revenue (US$ million) 3,711.4 3,004.6

Gross profi t (US$ million) 1,965.9 1,279.7

Profi t from operations (US$ million) 1,394.2 750.6

Operating margin (%) 37.6% 25.0%

EBITDA (US$ million) 1,603.8 985.0

EBITDA margin (%) 43.2% 32.8%

Revenue by product, 2012

 Coking coal – 1.4%

 Coking coal

concentrate – 34.2%

 Steam coal – 3.1%

 Pellets – 37.6%

 Iron ore

concentrate – 12.4%

 Other and shipping – 11.3%

34.2%

1.4%

3.1%

37.6%

12.4%

11.3%
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Steel Production
Severstal Russian Steel – is the leading Russian steelmaker with 
world-class steelmaking assets. This division has the highest 
share of high-value-added products among its domestic peers. 
It produces cold roll, galvanized steel, plates, tubes and pipes 
for construction, automotive, industrial machinery, and oil & gas 
industries.

In 2012, Severstal was the 2nd largest Russian company by total 
steel production.

Our core steelmaking asset is the Cherepovets Steel Mill—an 
integrated steel making plant with coke batteries, sintering 
machines, blast and steel making furnaces, and rolling lines. 
Cherepovets Steel Mill is one of the most technologically advanced 
and profi table steel plants worldwide.

Cherepovets Steel Mill is one of the world’s largest standalone 
integrated steelworks by capacity, and a low-cost steel producer 

with excellent location to serve industrial customers in Leningrad Oblast 
and Moscow Oblast. It has convenient rail access to our mining businesses 
and low-cost direct river access to Baltic Sea ports. Cherepovets Steel Mill 
has one of the most developed sales and service center networks in Russia.

Our downstream assets include the production of large diameter 
pipes and metalware for machinery, as well as service centers and 
stamping facilities for exposed automotive parts.

Balakovo Long Product Mill is a new generation mini-mill that will 
produce long products for the construction industry. Its expected 

capacity upon completion in 2013 is 1 million tonnes of long products per 
year.

Severstal Russian Steel division also includes Izhora Pipe Mill, 
TPZ Sheksna pipe works in Sheksna industrial area (Vologda 
Oblast), metalware plants across Russia, Kazakhstan, Ukraine and 
Italy, scrap recycling plants, as well as repair and transportation 
companies.

Location of Severstal Russian Steel Businesses

Moscow

Kaluga
Oryol

Milan

Dnipropetrovsk

Cherepovets
Sheksna

Volgograd

KolpinoSt. Petersburg

Severstal Russian Steel sells its products in domestic and 
international markets, with an increasing focus on the Russian 
market. Our products are used by companies working in 
construction, piping, oil & gas, automotive, industrial machinery 
and other industries.

In 2012, we continued our modernization programs and various 
initiatives focused on production effi ciency and cost reduction. Our 
largest investment projects included the ongoing construction of 
Balakovo Long Product Mill and refurbishment of coke battery #7 
at Cherepovets Steel Mill.

All-Time Highs of Cherepovets Steel Mill in 2012:

•   Our steelmaking plant set a new record in converter steel 
melting—91 melts a day.

•   Cherepovets Steel Mill produced more electricity over the year than ever 
before—3,279 million kWh.

•   During the shipping season of 2012, Cherepovets Steel Mill shipped a 
triple amount of steel products by water compared to 2011

Core Businesses and Structure
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2012 Financial and Operational Highlights

Hot metal and steel production, thousand 
tonnes* 2011 2012

Hot metal 8,815 8,407

Steel 11,355 10,552

Financial Highlights

2011 2012

Revenue (US$ million) 10,546.8 8,617.1

Gross profi t (US$ million) 2,798.2 1,905.7

Profi t from operations (US$ million) 1,450.0 990.2

Operating margin (%) 13.7% 11,5%

EBITDA (US$ million) 1,784.2 938.7

EBITDA per tonne (US$/tonne) 161.8 91.2

EBITDA margin (%) 16.9% 10.9%

Revenue by region, 2012, %

Russia – 64.9%

Europe – 17.8%

China and Central Asia – 6.1%

Latin America – 3.5%

Middle East – 3.0%

North America – 2.7%

Africa – 1.0%

Southeast Asia – 1.0%

64.9%17.8%

6.1%

3.5%
3.0%

2.7% 1.0%
1.0%

Geographic distribution of Severstal Russian Steel revenue in 2012, %

35%Export
sales

Domestic
market

65%

2012 revenue distribution by industry, %

13%Other

Pipe and tube

Automotive

Service
centers

28%

39%

20%

The strategy of Severstal Russian Steel is focused on reinforcing 
our reputation as a leading Russian steel maker specialized in 
high-value-added products. Apart from that, Severstal Russian 
Steel is looking to increase production of long products for 
construction industry, and sales of downstream products. Other 
priorities include additional effi ciency improvements and cost 
reductions.

Severstal International includes our highly competitive facilities 
in Dearborn, MI, and Columbus, MS. These modern facilities 
allow capital expenditure and maintenance levels to remain low, 
and production focuses on high-value-added products. Severstal 
International enjoys partial upstream integration through 
supply of coal from PBS Coals, a business of Severstal Resources. 
The division has long-standing, solid relationships with major 
customers in the automotive, construction, pipe and tube, and 
other sectors, and is well-positioned for these markets. This division 
sells primarily to domestic U.S. market.

Location of Severstal International Businesses

Friedens

Columbus 

Dearborn

Severstal is strongly positioned in one of the world’s largest and 
most dynamic markets. Severstal Columbus is the most effi cient 
mini-mill in North America with high product quality. Severstal 
Dearborn is well positioned for the growing US automotive market, 
and has a favorable geographic and logistical advantage.

* Severstal Russian Steel Division
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Double Eagle Steel Coating Company is a 50:50 joint venture with 
United States Steel Corporation. Adjacent to Severstal Dearborn, it 

is the world’s largest electro-galvanizing line, producing premium-quality 
galvanized sheet steel primarily for automotive customers. Spartan Steel 
Coating LLC is a joint venture with Worthington Steel of Michigan. Located 
in Monroe, Michigan, it produces hot-dip galvanized sheet steel primarily 
for the automotive and service center industries. Severstal Dearborn owns 
48% of this business and supplies steel sheets used as a substrate. 
Mississippi Steel Processing LLC (MSP), of which Severstal Columbus owns 
20%, is a processor of heavy gauge, hot roll, hot roll pickle and oil products.  

In 2011 and 2012, we completed a modernization program, 
including the commissioning of a new cold-rolling mill and a new 

hot-dip galvanizing line at Severstal Dearborn

The divisional development strategy focuses on high-value-added 
products, production effi ciency, implementation of projects of 
the Business System of Severstal, cost reductions and compliance 
with stringent industrial safety and product quality standards. 
We expect that this strategy brings strong growth in cold-rolled 
and hot-dipped galvanized products, and expect them to account 
for 78% of our product mix by 2016. The key trend in our sales 
breakdown will be our growing share in the automotive market.

Core Businesses and Structure
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Corporate Structure

Mining businesses
1

  Vorkutaugol (Vorkuta, Russia)

2

   Karelsky Okatysh (Kostomuksha, Russia)

3

   Olkon (Olenegorsk, Russia)

4

   PBS Coals (Friedens, PA, USA)

5

   Severstal Liberia Iron Ore Ltd

(Liberia, Putu Range iron

ore deposit, license)

6

   UlughemUgol (Tyva Republic, Russia, 

Tsentralny coking coal deposit, license)

7

   SPG Mineração S.A. (Amapá, Brazil, an 

affi liated company)

Steelmaking businesses
8

   Cherepovets Steel Mill

(Cherepovets, Russia)

9

   Izhora Pipe Mill (St. Petersburg, Russia)

10

   SMC Kolpino (St. Petersburg, Russia)

11

   TPZ Sheksna (Vologda Oblast, Russia)

12

   Gestamp-Severstal-Kaluga (Kaluga Oblast, 

Russia, joint venture)

13

   Severstal-Gonvarri-Kaluga (Kaluga Oblast, 

Russia, joint venture)

14

   Joint project with Mitsui (Vsevolozhsk, 

Russia)

Metalware businesses
15

   Severstal Metiz (Cherepovets, Russia)

16

  Severstal Metiz (Oryol, Russia)

17

   Severstal Metiz (Volgograd, Russia)

18

  Redaelli Tecna S.p.A. (Milan, Italy)

19

   Dneprometiz (Dnipropetrovsk, Ukraine)

Scrap processing
20

  Vtorchermet (Cherepovets, Russia)

21

   Murmanskvtormet (Murmansk, Russia) 

22

   Arkhangelsky Vtormet

(Arkhangelsk, Russia)

Steelmaking businesses
23

  Columbus (Mississippi, USA)

24

  Dearborn (Michigan, USA)

25

   Double Eagle Steel Coating Company 

(Michigan, USA, joint venture)

26

   Mountain State Carbon, LLC (West Virginia, 

USA, joint venture)

27

   Spartan Steel Coating, LLC (Michigan, USA, 

joint venture)

Severstal Resources Severstal Russian Steel Severstal International
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We aim to become one of the top steelmakers globally by 
ROCE and EBITDA. Severstal is not looking for growth at all 
costs. Instead, we focus on quality priorities such as margins, 
production effi ciency, high added value, environmental safety, 
employee welfare and sustainable development of our regions. 
For leadership means being a leader in economic and social value 
creation for all stakeholders. Severstal shares the principles of the 
Social Charter of RSPP and Sustainable Development Policy of the 
World Steel Association (worldsteel) refl ecting the best practices of 
Russian and international businesses in productive collaboration 
with the communities.

Economic stability and strong performance are the key 
fundamentals of corporate social responsibility. We are trying to 
secure long-term competitive advantages taking market trends, 
social, economic and environmental factors into account. Our 
strategy focuses on steelmaking and suffi ciency of raw materials. 
Our mining segment makes us fully self-suffi cient in iron ore and 
coking coal.

Share of high-value-added products in Russia (by sales volume, 2012)

Other steel
products

High-value-added
products

56%

44%

Severstal focuses on mature and growing markets, and on markets 
with high concentrations of steelmakers, such as Russia or the US. 
The share of high-value-added products is approximately 44% 
of our steel product portfolio in Russia and the US. We sell these 
products to automotive, manufacturing, machinery, construction, 
and pipe and tube industries. Our major Russian production 
facilities are located near large steel consumers in the central 
part of European Russia and ports of St. Petersburg region. In 
the US, Severstal facilities are strategically located near primary 
sales markets. Severstal is a Russian company with international 
status. Our strategy includes considerations for different 
geographical markets and individual specifi cs of social and cultural 
environments.

In 2012, World Steel Dynamics (WSD) ranked Severstal the third 
most competitive steelmaker worldwide.

2013 CAPEX plan by division: 1,336 US$ million

Severstal Resources

Severstal
Russian
Steel

Severstal
International

107

525

704

In 2013, steelmakers will apparently be under pressure from 
relatively high raw material prices and excessive production 
capacities. In these circumstances, our strategy will be to further 
reduce costs, minimize CAPEX and support only the projects with 
the highest return. We will also maintain a prudent fi nancial policy 
with M&A restrictions. In the previous reporting period, Severstal 
actively invested in the development of our vertical integration 
model, and in modernization of our production facilities. This 
work helps us today to use clearly focused investments to ensure 
that we can react with more fl exibility to changing market 
developments and new demands of our customers. Our CAPEX 
budget for 2013 is US$ 1.3 billion. We will use this money to 
complete the construction of Balakovo Long Product Mill and 
its launch in the middle of 2013; to develop specialized service 
centers; to build two inclined shafts and make other improvements 
at Pechorskaya Preparation Plant of Vorkutaugol; and to build an 
inclined conveyor and fi nance exploration at Olkon.

The business model of Severstal relies on a low-cost production 
platform with full integration in iron ore and coking coal, a 

balanced product mix with a strong share of high-value-added products, 

and a focus on concentrated and growing markets.

Our Strategy for Sustainability
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More than ten years of ongoing efforts to optimize production, 
standardize internal processes and develop corporate culture 
resulted in the Business System of Severstal (BSS), a series of 
projects and initiatives focused on securing long-term competitive 
advantage through operational and organizational excellence as 
well as customer orientation.

BSS comprises fi ve key elements: Occupational Safety, Continuous 
Improvement, Customer Orientation, Severstal People and 
Business Standard. Since the launch of BSS in 2010, Severstal 
made signifi cant progress in lean manufacturing, overall 
operational effi ciency and safety. According to Severstal estimates, 
BSS made a cumulative contribution of more than US$ 650 million 
in our corporate EBITDA between 2010 and 2012. In 2012, the 
Business System contributed around US$ 400.7 million, including 
US$ 277 million in Severstal Russian Steel, US$ 115.7 million in 
Severstal Resources, and US$ 8 million in Severstal International, 
as per our estimates.

The Business System of Severstal refl ects Severstal’s 
comprehensive vision as a high-performance and socially 
responsible company. Business System projects link fi nancial, 
economic, social and environmental aspects of our business 
together, and establish employee values and models of conduct 
aligned with long-term development priorities, effi ciency, mutual 
responsibility and partnership.

The Business System of Severstal is a platform for implementation 
of the Corporate Social Responsibility Program covering all its key 
aspects in compliance with the ISO 26000 standard (“Guidance 
on Social Responsibility”) including organizational governance, 
human rights, labor practices, environmental protection, consumer 
challenges and local communities.
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Our Strategy for Sustainability
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Severstal’s Priorities and Key Areas of Focus in Sustainable 
Development

Priorities Areas of focus

Financial stability •  Focused strategy

•  Balanced fi nancial policy

•  Risk management

•  Upgrades and innovations

•  Operational effi ciency

•  Satisfying customer needs

•  Rational use of resources

High ethical 

standards

•  Respect for human rights

•  Integration of business ethics and corporate 

code of conduct for employees

•  Implementation of anti-corruption policy

Occupational health 

& safety

•  Improvement of workplace safety

•  Development of safe behaviors

•  Motivating line managers to create safe work 

environment

•  Engagement of all employees in improvement 

of workplace safety

Environmental 

protection

•  Reduction of negative environmental footprint 

of our operations

•  Improving energy effi ciency

•  Use of recycled resources

•  Waste management

Social investments •  Employee training and motivation

•  Providing social benefi ts to employees

•  Development of local communities

•  Effi cient management of social investments

Engagement of 

stakeholders

•  Regular and systematic disclosure of 

information on Severstal’s activities in the areas 

of CSR and sustainable development

•  Development of productive communications 

with stakeholders

Key Areas of Focus in Sustainable Development until 2015

Financial and 

economic 

component

•  Become one of the world leaders by ROCE and 

EBITDA.

Quality of 

governance

•  Expected contribution of BSS to Severstal’s 

EBITDA between 2010 and 2015 is 

US$ 1.3 billion

Social component •  Strive to work without fatal accidents 

•  Reduce number of long-term injuries by 30%

•  Implement motivation systems focusing every 

employee on implementation of the corporate 

strategy Enhance employee training and 

professional development system

•  Enhance social investments focused on the 

key elements of sustainable development 

in the local communities; launch effi ciency 

management systems for our social programs

Environmental 

component

•  Achieve environmental management 

certifi cation across all our operations

•  Reduce atmospheric emissions (including those 

from the converter plant and shaft furnace #1 

of the electric steelmaking plant at Cherepovets 

Steel Mill) Reduce emissions of hydrogen sulfi de 

and other sulfur compounds

•  Reduce our impact on water bodies (including 

Koshta River and Rybinsk Reservoir)

•  By 2014, ensure annual recycling of at least 

100 thousand tonnes of ore tailings from the 

converter plant at steel making plant

•  Reduce specifi c power consumption
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Corporate Social Responsibility Policy

In 2012, we had a corporate-wide discussion of our Social 
Responsibility Policy, which defi nes a common understanding 
of social responsibility principles and the key areas of their 
implementation across all businesses and departments of 
Severstal, and establishes a common platform for improvement 
of Severstal’s social programs and collaboration with stakeholders 
on signifi cant social projects. This policy is consistent with our 
mission, strategy and corporate values. This policy is also aligned 
with the principles and approaches in the area of corporate social 
responsibilities recognized by the Russian and international 
business communities and outlined in the ISO 26000 international 
standard (“Guidance on Social Responsibility”).

Severstal is committed to being a reliable partner to all stakeholders. 

Severstal communicates and engages with stakeholders on the basis of 

mutual respect, business partnership and delivery on commitments.

•  Severstal evaluates potential social and environmental outcomes of its 
decisions, ensures regular disclosure of information about its decisions 
and activities affecting the society and the environment.

•  Severstal integrates the principles of social responsibility in its activities 
and activities of its employees at all levels and in all lines of business.

•  Severstal takes on social responsibility initiatives aligned with its 
corporate development strategy, and principles and tools of the Business 
System of Severstal.

•  Severstal promotes the principle of social responsibility in internal 
communications, develops competencies and creates motivation 
required to implement this principle in its decision-making and everyday 
operations.

•  Severstal is committed to continuous improvement of its social 
responsibility activities, continuously monitors its impact on social, 
economic and environmental systems, and analyzes the outcomes of its 
social and environmental initiatives.

•  Severstal enhances communications with stakeholders on matters 
important either for Severstal or for stakeholders.

•  Severstal prepares its corporate social responsibility reports according to 
international standards in non-fi nancial reporting.

Our CSR Department arranged a workshop to discuss the CSR 
policy draft and invited divisional representatives responsible for 
human resource management, occupational and environmental 
safety, external social programs and corporate communications. 
This workshop was attended by the leading experts in sustainable 
development and corporate social responsibility, including 
worldsteel Director of Safety, Technology and Environment 
Henk Reimink, Project Manager of the Cooperation Section 
of the EU Delegation to Russia Irina Kabenina, Director of 
RSPP Center for Corporate Responsibility and Non-Financial 
Reporting Elena Feoktistova and other renowned Russian and 
international professionals. The workshop was arranged under 
endowed professorship of Severstal in the European University in 
St. Petersburg.
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Management of Severstal’s activities in the area of sustainable 
development is integrated in our corporate governance system. We 
are committed to the highest standards of corporate governance 
and follow international best practices. Our corporate governance 
system ensures protection of shareholders, consideration for 
interests of other stakeholders, high quality of management 
decisions and high overall performance of Severstal. Severstal 
complies with Russian corporate governance regulations and 
meets the mandatory corporate governance requirements of 
MICEX and RTS (Russia) for issuers whose securities are included 
in quotations lists B. These requirements are aligned with the 
guidelines of the Russian Code of Corporate Conduct developed 
by the Russian Federal Commission on Securities (2002 edition). 
Our Corporate Governance Code uses recommendations of the 
Corporate Governance Code of UK Financial Reporting Council. 
Severstal has a listing of its depositary receipts on the London 
Stock Exchange.

Severstal is committed to transparency and strong business ethics. 
We publish quarterly RAS and consolidated IFRS statements. 
Severstal arranges regular meetings with analysts, investors and 
media representatives.

The Annual General Meeting is the supreme corporate body of 
Severstal. Annual General Meeting elects the Board of Directors, 
which is responsible for general supervision of Severstal’s business, 
defi ning its development strategy, overseeing its fi nancial 
performance and business operations and coordinating initiatives 
focused on maintaining and further improving Severstal’s standard 
of corporate governance. According to Company Charter, Chief 
Executive Offi cer is the sole executive authority of Severstal.

The Board forms the Audit Committee and the Remuneration and 
Nomination Committee.

The Audit Committee monitors Severstal’s fi nancial performance 
and business operations on behalf of the Board. The Remuneration 
and Nomination Committee helps Severstal to engage qualifi ed 
professionals to manage the company, and creates the incentives 
necessary to ensure their successful work at Severstal.

Structure of Severstal’s Governance and Control
Severstal Board of Directors1:

•  Christopher Clark, Chairman of the Board of Directors, 
Independent Non-Executive Director, Member of the 
Nomination and Remuneration Committee

•  Alexey Mordashov, Executive Director, Chief Executive of 
OAO Severstal, Member of the Nomination and Remuneration 
Committee

•  Alexander Grubman, Executive Director, Chief Executive Offi cer, 
Severstal Russian Steel

•  Alexey Kulichenko, Executive Director, Chief Finance Offi cer, 
OAO Severstal

•  Sergey Kuznetsov, Executive Director, Chief Executive Offi cer, 
Severstal International

•  Mikhail Noskov, Non-Executive Director

•  Rolf Stomberg, Senior Independent Director, Chairman of the 
Nomination and Remuneration Committee

•  Martin Angle, Independent Non-Executive Director, Chairman 
of the Audit Committee

•  Ronald Freeman, Independent Non-Executive Director, Member 
of the Audit Committee

•  Peter Kraljic, Independent Non-Executive Director, Member of 
the Audit Committee

Corporate Governance

1 As of December 31, 2012.
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The ratio of independent non-executive directors to the total 
number of directors on the Board (50%) guarantees equal 
protection of the interests of all shareholders The Board establishes 
a transparent system to evaluate the contribution of the Board in 
general and each Director individually in compliance with applicable 
laws and international standards of corporate governance. The 
performance of our Board is evaluated on annual basis.

Remuneration and compensation of Board members is linked 
to their individual contribution to Severstal’s achievement of 
strategic objectives, including objectives related to occupational 
safety and environmental protection, as well as talent 
management.

We have processes in place to prevent confl icts of interest in the 
Board. Our Related-Party Transaction Regulations mandate that 
Board members refrain from any actions that would or could lead 

to a confl ict between their interests and the interests of Severstal, 
and disclose such confl icts to the Board whenever they arise.

We continued to develop IT projects across all our divisions, of 
which the most important is the implementation of SAP. We 
launched SAP at Severstal Resources in 2009 and have already 
deployed it in nearly all businesses of Severstal Russian Steel. 
Further deployments are scheduled for 2013. The launch of 
the project allows us to improve the effi ciency of our business 
processes, administrative data processing and general 
management.

Severstal follows international best practices to ensure our high 
fi nancial and operational transparency. Severstal publishes the 
Annual Report, fi nancial and operational statements, as well 
as quarterly fi nancial reports. We also publish Corporate Social 
Responsibility and Sustainable Development Reports.

Structure of Severstal’s Governance and Control

Shareholders

External auditor

Revision
Commission

Management 

Совет директоров

Annual General Meeting

Audit Committee 1

Remuneration and
Nomination Committee 2

Internal Audit
and Risk Management

Department

Severstal Russian Steel
Alexander Grubman

Severstal International
Sergei Kuznetsov

Severstal Resources
Vadim Larin

Corporate Secretary Board of Directors

Chief Executive Officer
Alexey Mordashov
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Severstal uses a risk management system that supports our 
strategic goals. This system is designed for early risk identifi cation, 
a systemic approach to risk mitigation and engagement of 
offi cers, managers and employees at all levels in risk management.

Risk Management in Severstal

Board of Directors

Is accountable to shareholders for 

arranging and maintaining effi cient 

risk management system and internal 

controls required for successful 

identifi cation and management of key 

risks

Audit Committee of the Board

Monitors effi ciency of the risk 

management system and internal 

controls

Risk Management Committee

Evaluates key risks, makes decisions on 

risk management procedures, controls 

the risk management system and 

key risks; supports communications 

between managers of functional 

departments, and between Severstal 

management and the Board; 

provides preliminary approvals for risk 

management policy and procedures; 

reviews and approves internal and 

external risk management reports

Risk Management Service 

(Internal Audit and Risk 

Management Department)

Coordinates risk identifi cation and 

evaluation efforts, implementation 

of innovative risk management 

methodologies, and compilation of 

internal and external reports

Risk owners are the managers 

of departments (or lines of 

business) whose strategic or 

operational goals are directly 

affected by respective risks.

Identify and mitigate specifi c risks

Our risk management system covers the whole range of risks 
affecting our business, including but not limited to social risks, risks 
associated with occupational safety, and environmental risks.

Mitigation of Corruption Risks
In 2012, Severstal CEO approved the Anti-Corruption Policy of OAO 
Severstal and Affi liates focused on ensuring our compliance with 
Russian and international anti-corruption laws.

The Anti-Corruption Policy of OAO Severstal and Affi liates defi nes 
standardized anti-corruption requirements for all Severstal 

businesses and regulates activities exposed to high corruption risks, such as 
cooperation with partners, acquisition of corporate securities, 
establishment of joint ventures, mergers and acquisitions, confl ict of 
interest evaluation procedures, sponsorships and charities, gifts and 
entertainment, and so on. This policy is a part of our comprehensive 
anti-corruption program. Besides this document, the program also includes 
the Employee Code of Conduct of OAO Severstal and the Code of Business 
Partnership of OAO Severstal. Our 2013 implementation plan for this policy 
includes the development of several corporate procedures focused on the 
application of this policy, implementation of the training system for new 
employees and employees performing high-risk processes, and informing 
our shareholders, stock exchanges and regulatory authorities of the status 
of our anti-corruption procedures. Internal Audit and Risk Management 
Department of the General Directorate of Severstal will coordinate the 
implementation of Anti-Corruption Policy procedures. The training program 
of this Policy will cover more than 600 employees.

Risk Management
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Management of Social Risks
The success of Severstal depends on good relationships with 
our employees. Severstal enjoys productive relationships with 
our employees, those based on mutual respect. We are trying 
to prevent any deterioration of these relationships that could 
negatively affect our business, and we consistently work on talent 
management to support our growth strategy. Severstal maintains 
a fair and productive discussion with our employees and puts a 
strong emphasis on employee training, professional development 
and benefi t programs. We routinely conduct surveys to understand 
how much our employees are satisfi ed with the content and 
conditions of their work, public activities and their relationships 
with the management. We develop regional social investment 
programs focused on creating favorable life conditions for our 
employees and their families, and on attracting new employees.

Management of Occupational Safety and Environmental
Protection Risks
Metal and mining companies may cause damage to public 
health, property and environment. Our key risk factors include 
dangerous workplace conditions, pollutant emissions, and 
violations of waste management rules. These risks may drive 
additional costs related to long-term injuries, fi nancial penalties 
for violations of environmental regulations, damages awarded to 
other parties, and other similar items. There is a global trend for 
stricter environmental regulations, which will affect Severstal’s 
environmental protection costs.

We use corporate policies, including occupational and industrial 
safety policy and environmental protection policy, to mitigate 
these risks. These policies require the use of effi cient systems 
and the leading international management standards in 
respective areas, and focus all Severstal employees on improving 
occupational safety and environmental protection. Severstal is 
working on a series of programs to improve safety of its employees 
and reduce its environmental footprint.

Severstal’s occupational safety and environmental protection 
programs comply with all national and regional laws and 
regulations. Severstal is committed to productive cooperation 
with the government and public authorities in development of its 
strategy and implementation of individual programs focused on 
addressing challenges in social development. We cooperate with 
Russian federal and regional authorities, and participate in several 
government committees. We are a member of the Russian Union 
of Industrialists and Entrepreneurs (RSPP), NP Russian Steel, and 
the World Steel Association (worldsteel).

Risk Management
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To become an industry leader in effi ciency, we actively explore new 
market segments, design and implement innovative solution. In 
the fi rst six months of 2013, we will be launching a new project to 
access the rapidly-growing global market of metallic iron products. 
Severstal has a 33% stake in International Mineral Benefi ciation 
Services (IMBS), a research and development company with 
headquarters in Johannesburg, South Africa, that developed the 
Finesmelt technology capable of processing low-grade iron ore and 
steam coal into valuable metallic products. Together with IMBS, 
Severstal is currently working on the construction of the fi rst full-
size 50 ktpa iron ore reduction unit.

Severstal participates in the international Car of the Future 
innovation project that uses the latest types of steel. This project 

creates new opportunities for cooperation between steelmakers and car 
manufacturers.

Severstal is a major developer and provider of new technologies. 
As of January 1 2013, Cherepovets Steel Mill—the largest 
steelmaking asset of Severstal—held 587 active patents in Russia. 
Cherepovets Steel Mill also holds fi ve international patents. In 
2012, Cherepovets Steel Mill used 116 of its own inventions in 
steelmaking. These inventions made a contribution in excess of 
RUB 21 million. The most effi cient inventions focus in improving 
the quality of cold-rolled steel, including automotive products, as 
well as strip products for oil and gas piping projects. The inventions 
that were used in production setting represent just one fi fth of the 
overall number of patents held by Cherepovets Steel Mill.

We expand our intellectual property portfolio every year. In 2012, 
we fi led 20 patent applications with Rospatent and received 19 
patents. We also conducted 34 patent research studies to focus 
our future research of advanced steelmaking technologies.

Cherepovets Steel Mill commercializes our technologies: in 
addition to direct revenues from the use of these technologies in 
steelmaking, it also generates revenues from the sales of patent 
licenses to other businesses. Cherepovets Steel Mill signed seven 
license agreements with steel consumers in 2012.

Cherepovets Steel Mill invested RUB 53.4 million in research 
and development in 2012. Our 2012 R&D investment priorities 
included cost reduction studies, new technologies and products, 
and reduction of our environmental footprint. We allocated 

approximately RUB 10 million to environmental research in our 
2012 R&D plan. Cherepovets Steel Mill conducted joint research 
with the leading universities and industry research institutes, such 
as FGUP TsNII Prometei, Bardin Steelmaking Research Institute, 
MISIS National University of Science and Technology, Moscow 
Institute of Steel and Alloys, St. Petersburg State Polytechnic 
University and Cherepovets State University.

Cherepovets Steel Mill is a long-standing partner of MISIS National 
University of Science and Technology in development of new 

products and technologies. This research center has unique laboratories 
with the latest equipment such as scanning and transmission electron 
microscopes made by Japanese manufacturer Jeol. Until recently, 
representatives of Cherepovets Steel Mill could not directly participate in 
scientifi c experiments using this equipment due to remote location of the 
mill. However, we addressed this issue with the latest telecommunications 
technologies. In November 2012, we successfully established the fi rst 
remote connection between Cherepovets Steel Mill and a piece of MISIS 
laboratory equipment. As the result, our experts in Cherepovets could 
participate in a research experiment using a scanning electron microscope 
located in Moscow in real time.

РSeveral new technologies and products of Severstal received 
awards of the 18th Metal-Expo 2012 International Industry Expo 

in Moscow. Severstal was awarded Gold Medal for its new production 
process that is used to manufacture Type 350 coated cold-rolled products. 
These products are widely used in construction (for example, to produce 
shapes) because they they allow using thinner metal without reducing its 
strength.Another Gold Medal was awarded jointly to Severstal,  Bardin 
Steelmaking Research Institute and OAO OK-LOZA for the development 
and deployment of a new resource-conserving technology to manufacture 
next-generation bearing-quality medium-carbon steel. Two other 
inventions, including a method for production of thick plates from 
30-40 mm DNV 450−485 IFD low-alloy steel developed by the team of 
Cherepovets Steel Mill Roll Plant 3, and a method for production of 
heavy-duty two-layer corrosion-resistant rolled products for next-
generation high-speed railway bridges jointly developed by the teams 
Cherepovets Steel Mill Roll Plant 2 and Bardin Steelmaking Research 
Institute, received Silver Medals.

Managing New Opportunities
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New technologies of Cherepovets Steel Mill received Gold Medals 
of ITEX 2012 Expo in Malaysia. Cherepovets Steel Mill presented 

four inventions at the international expo. All of them are new production 
technologies for unique products used in different industries. One of these 
technologies allows producing next-generation rebars from A600C steel. 
These rebars reduce steel consumption by approximately 25% due to their 
high strength. Severstal is the only manufacturer of these rolled products in 
Russia. Taiwan Invention Association awarded Severstal with a special 
prize and a diploma for our innovative inventions presented at the expo.

Severstal North America, the US subsidiary of Severstal, partnered 
with Mississippi State University to create the Steel Research 

Center. The new research facility will occupy approximately 460 square 
meters in the center of the campus and will have laboratory equipment to 
melt and pour metal, and to roll alloy steel products. The laboratory will 
focus on complex modeling and determination of industrial product 
properties using technologies developed by Mississippi State University 
with Severstal’s expertise. The research activities of the new center will 
contribute to the economic potential of the region, and will support 
successful development of regional, national and international cooperation 
in education, service delivery and research of ferroalloys.

Since 2010, we have been working on our Global Technology 
System (GTS), a joint project of Severstal Russian Steel and 
Severstal International. GTS already includes more than 
20 projects focused on improving production performance. 

GTS focuses on amalgamation of Severstal’s technology resources 
and exchange of expertise to move towards joint objectives in 
development of new effi cient technologies and new products 
in response to market demands. More than 100 experts of our 
Russian and US-based steelmaking businesses are involved in this 
project today. They work on specifi c objectives set by our Centers 
of Excellence focused on our key processes and products including 
hot metal, steel, hot- and cold-rolled products, automotive sheet, 
strip products, energy effi ciency and product maintenance.

Severstal Dearborn won the 2012 Gold Medal of Association for 
Iron and Steel Technology (AIST) Reliability Achievement Award 

for its innovative blast furnace technology. 
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Being a reliable partner for our stakeholders is a part of our 
social responsibility. Severstal communicates and engages with 
stakeholders on the basis of mutual respect, business partnership 
and delivery on commitments. In cooperation with stakeholders, 
Severstal seeks to balance its corporate objectives, priorities of 
individual regions, and interests of a wide range of communities. 
We are committed to:

•  Creating competitive advantages for our business partners

•  Generating signifi cant value for our shareholders

•  Ensuring high occupational safety, competitive remuneration of 
employees and favorable conditions for them to reach their full 
potential

•  Meeting all legal requirements and partnering with the 
government in achieving sustainable growth objectives;

•  Contributing to social and economic development of regions 
where we work

•  Improving environmental aspects of our production facilities 
and conserving resources

The tools that we use to work with our stakeholders provide a 
feedback loop and give us an opportunity to identify new risks and 
opportunities for business development and enhancement of our 
social initiatives on a timely basis.

Our priority are those stakeholders whose are closely intertwined 
with ours and have the potential to cast the most signifi cant effect 
on our ability to deliver on our strategic objectives.

Key groups of Severstal stakeholders:

•  Shareholders and investors

•  Employees

•  Government authorities

•  Business partners

•  Local communities

•  General public

General principles of stakeholder engagement are outlined in 
our several corporate documents (Corporate Governance Code, 
Employee Code of Conduct, Code of Business Partnership, and 
the Corporate Social Responsibility Policy). Severstal works with 
Russian stakeholders on federal, regional and local levels. As an 
international enterprise and a large steel company, Severstal also 
participates in the international discussion on development of the 
steel industry.

We use the following key tools to work with our stakeholders:

•  Cooperation with business partners, regional authorities, trade 
unions, non-governmental organizations and professional 
associations on business contracts, agreements and cooperation 
arrangements

•  A system of corporate communications channels

•  Regular employee and consumer surveys

•  Public opinion research within Severstal and in our regions

•  Meetings and negotiations

•  Public discussions

•  Joint workgroups

•  Employee and consumer hotlines

•  Presentations for investors and professional communities

•  Membership in NGOs and professional associations

•  Organization of and participation in conferences, roundtables 
and forums

Shareholders and investors
In our dealings with shareholders and investors, we are committed 
to high standards of corporate governance which support our 
strong performance, ensure accountability and transparency, 
and contribute to appreciation of our shares and generation of 
shareholder value in the long term. Severstal is fully compliant with 
applicable laws protecting interests of shareholders and investors. 
Our Annual General Meeting preparation and management 
process ensures that all shareholders have an opportunity to review 
all necessary data and provides for equal opportunity to speak.

Shareholders of Severstal are entitled to:

•  Participate in the management of Severstal

•  Participate in General Meetings of Shareholders and vote on all 
matters within their remit and authority

•  Receive dividends from Severstal, provided that such decision is 
approved by the General Meeting of Shareholders

•  Receive a part of Severstal’s assets in the event of its liquidation

Shareholders owning at least 2% of Severstal’s registered ordinary 
are entitled to propose items for the agenda of the Annual General 
Meeting and nominate their candidates to the Board of Directors 
and Revision Commission, and for the role of Chief Executive 
Offi cer. These proposals and nominations need to be submitted to 
Severstal within 60 days after the end of fi nancial year. The Board 
evaluates all submitted proposals and decides on them within fi ve 
days after the end of this designated period.

The following categories of entities and individuals are entitled 
to participate in the General Meeting: (i) entities and individuals 
included in the list of entities and individuals entitled to 
participate in the General meeting; (ii) entities and individuals who 
acquired the rights of entities and individuals listed above through 
inheritance or reorganization, or (iii) their representatives duly 
authorized by virtue of vote authorization or the law.

Principles and Forms of Engagement
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The list of entities and individuals entitled to participate in the 
General Meeting of shareholders is populated from the corporate 
shareholder registry.

The Board of Directors sets the date when the list of entities 
and individuals entitled to participate in the General Meeting of 
Shareholders is created (“record date”). This date cannot be earlier 
than the decision to call a General Meeting is made and more 
than 50 days before the General Meeting, or more than 85 days 
before the General Meeting if the GM agenda includes the election 
of the Board.

Votings at General Meetings follow the traditional “one voting 
share — one vote” structure except when the Board is elected 
using a cumulative vote. In a cumulative vote, number of basic 
votes belonging to each shareholder is multiplied by the number of 
individuals that shall be elected to the Board, and the shareholder 
is allowed to either cast the resulting number of votes for one 
single candidate or separate them among several candidates. 
Candidates with the greatest number of votes are elected.

To participate in the General Meeting, a shareholder needs to 
fi ll in ballots that he or she received in the mail, and mail them 
to 162608, Russian Federation, Vologda Oblast, Cherepovets, 
Ulitsa Mira, 30, Central Entrance to OAO Severstal, Offi ce 101, or 
deliver them in person (or via a duly authorized representative), or 
participate in the meeting in person on the day the meeting is held 
(if the meeting is held in person). If the shareholder meeting is 
held as a proxy vote, the shareholder needs to fi ll in the ballot and 
mail it to Severstal at the address above.

The Board of Severstal plays the key role in the development 
of corporate strategy and monitors the implementation of 
shareholder resolutions. Board members routinely visit Severstal 
facilities.

Successful implementation of our strategy helps us to protect 
the fi nancial interests of stakeholders and investors. Severstal 
consistently delivers on our dividend policy, which provides for 
quarterly payments of at least 25% of our net profi t as long as we 
meet certain fi nancial targets.

In 2012, Severstal paid approximately 36% of our net profi t in 
dividends.

Shareholding Structure

% of share capital 

Alexey Mordashov 79.17%

Institutional investors and 

employees 20.83%

Total 100%

Severstal puts a strong emphasis on communication with 
professional corporate governance associations and investors. 
Severstal is a member of the Russian Institute of Directors and the 
UK IR Society.

In May 2012, our independent non-executive director Ronald 
Freeman participated in the Third International Conference on 
Global Capital Markets and Corporate Governance: Quest for 
Global Standards, which took place in Moscow. This conference 
was organized by the National Council on Corporate Governance 
with the participation of the World Bank Group, Organization for 
Economic Co-operation and Development, and the Russian Union 
of Industrialists and Entrepreneurs. Ronald Freeman took part in 
the panel discussion focused on the role of corporate boards in the 
21st century.

Severstal was the winner in the Best Overall Investor Relations 
category for large capitalization companies at the IR Magazine 

Russia & CIS awards ceremony held on July 12, 2012 in Moscow. More 
than 359 respondents from 270 brokerage fi rms and research 
houses—37% from Russia, 20% from the UK and 11% from USA—
contributed to the in-depth, independent survey conducted in 2012.

In May 2012, Severstal was named the winner in the Best 
Corporate Development Strategy category at the annual awards 

ceremony hosted by RCB Group and investor.ru portal.

In September 2012, we hosted an Investor Day in London. Event 
participants included holders of our shares and debentures, 
and analysts of major investment banks. During this event we 
confi rmed our long-term strategy, which was positively taken by 
the participants. We are hosting annual Investor Days since 2011.

In 2012, Severstal became an offi cial partner of prestigious 
National Director of the Year Award. This award is a joint 
initiative by the Association of Independent Directors, the 
Russian Union of Industrialists and Entrepreneurs (RSPP) and 
PricewaterhouseCoopers. Severstal CEO Alexei Mordashov was 
a member of the judging panel who selected the winners. The 
panel’s task was to evaluate independent directors sitting on 
the Boards of Russian companies whose job it is to ensure their 
company’s corporate governance is in line with international 
standards. Christopher Clark and Severstal’s Corporate Secretary, 
Oleg Tsvetkov (who also sat on the awards’ judging panel), were 
present at the awards ceremony. Christopher Clark presented the 
award for the Best Chairman of the Board.
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Severstal’s Independent Directors have previously won numerous 
laureates in the Director of the Year award category, in particular:

•  In 2011, Ronald Freeman, Independent Non-Executive Director 
and Member of the Audit Committee, was named one of the 
best independent directors of 2011

•  In 2008, Rolf Stomberg, Senior Independent Director, was 
named one of the best independent directors of 2008.

Severstal was an offi cial partner of the 2012 award, and our directors 
were not eligible for nominations. However, all our fi ve independent 
directors were included in the list of Top 50 Independent Directors. 
Our Chairman was named one of the Top 25 Chairpersons, and 
our Corporate Secretary became one of the Top 25 Corporate 
Secretaries. More details are available at www.severstal.com and 
www.directorgoda.ru.

Severstal was the only Russian company among the winners of 
CorpComms Awards-2012, a prestigious annual award for 

corporate communications professionals. The award jury appreciated 

Severstal’s business communications programs, including our coverage of 
the new business development strategy for investor community and 
fi nancial publications during the Investor Day in London. 

Investor Relations Department is responsible for continuous 
communications with  investors in Severstal.

Employees
Severstal develops employee relations on the basis of mutual 
accountability, trust and social partnership. Severstal fully 
complies with all applicable labor laws. Severstal is an equal 
opportunity employer making all employment and promotion 
decisions solely on the basis of professional and business 
qualities of our employees.

Severstal respects the freedom of association and collective 
bargaining as stipulated by applicable laws. Severstal has 
collective bargaining agreements in place. Our professionals and 
tradesmen actively participate in the Miners’ and Metallurgical 
Workers’ Union of Russia, including its management. Many 
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members of Vologda Oblast Council of the Union are employees 
of Severstal. Severstal also works with Rosugleprof (Russian 
Independent Union of Coal Workers) and NPG (Independent 
Miner Union).

In 2012, Cherepovets Steel Mill signed the new collective 
bargaining agreement for 2012-2014. We also negotiated a 

Federal Industry Agreement (FIA) with the Russian Independent Union of 
Coal Workers. The new FIA was signed in March 2013.

We view trade unions as active contributors to strategic 
development of our businesses, and also as our partners in delivery 
of social and labor guarantees to our employees. Management 
teams of our businesses hold regular meetings with trade union 
representatives. Our main topics for discussion with the trade 
unions revolve around occupational safety, ensuring decent 
social environment and standard of living, and competitive 
compensation. Our collective bargaining agreements also contain 
provisions for prevention and resolution of labor disputes, and 
termination notices protecting employees and reducing the risk of 
confl icts.

Severstal also works with trade unions on employee training and 
productivity, and on working and living conditions for women and 
youth. We jointly organize professional contests, industry day 
celebrations, sports events and veteran support initiatives.

Severstal conducts an annual large-scale social survey to 
understand the level of satisfaction of our employees and 
their engagement with Severstal’s strategy, and to identify the 
most important issues. The survey is completely anonymous; 
computer-based responses do not require registration, and paper 
responses are submitted in sealed envelopes. Survey results are 
communicated to all heads of businesses and large departments. 
Once the results are communicated, individual departments run 
focus groups with employees to ensure better understanding 
of the issues, discuss potential solutions and give employees 
an opportunity to share their ideas. Then we use the proposals 
that we received to develop corrective action plans. These plans 
and the most important survey results are communicated to 
all our employees at informational meetings. In April 2013, 
approximately 39% of employees representing all our departments 
participated in the survey, compared to 26% in 2012.

Survey results suggest that Severstal employees value our great 
team, support and effi cient feedback from their direct supervisors, 
training and development opportunity, and work content. Each 
of these factors was mentioned in a positive manner by at least 
half of survey participants. Further development of fi nancial and 
non-fi nancial motivation system, wider communication of career 
development opportunities, and more active involvement of 
executives in everyday team life were mentioned among areas for 
improvement.

Our corporate communications system includes direct 
communication channels linking the management with 
employees, a feedback channel from employees to their managers, 
and an interdepartmental knowledge exchange system.

In 2012, we introduced a comprehensive feedback system that 
includes several feedback channels. We use Issue Rosters and SMS 
Centers in individual departments and businesses to address current 
issues and problems that our employees are facing. Thousands 
of submissions are handled through these channels every year. In 
addition to these channels, Severstal also has a unifi ed corporate 

hotline. Employees can submit their information using the most 
comfortable channel, including phone, email and our corporate 
web portal. All submissions are logged into a unifi ed database, 
and a responsible person and a due date are assigned to every 
submission. Besides that, CEO receptions are available in several of 
our businesses, and we have had an Ethics Committee since 2011. 
Headed by Severstal CEO Alexei Mordashov, the Ethics Committee 
reviews and acts upon more than 100 submissions every year.

Our internal communications tools include various corporate 
events, face-to-face and video conferences, regular and all-staff 
meetings, telephone hotlines, mail and e-mail, and signage. 
Severstal has a diverse set of corporate media including an 
Internet portal, printed publications, TV & radio channels, 
electronic newsletters and bulletin boards. We run surveys to 
understand signifi cant aspects of our relations with employees and 
ensure timely processing of employee questions and proposals.

In 2012, Severstal Newspaper—a corporate internal publication—
won the annual Best Corporate Publication in Russian and CIS 

Steelmaking Industry award of Metallosnabzhenie i Sbyt magazine. 
Severstal News television program was one of the winners in the Best 
Corporate Media category of this award.

Corporate Feedback Channels: 2012 Results.

Feedback channels Number of submissions

Ethics Committee 105 submissions (over 12 months)

Feedback for CEO feature in the web 

portal 76 submissions

Feedback for Division Heads feature 

in the web portal 101 submissions

Unifi ed corporate hotline,

8-800-700-7277 117 submissions (over 6 months)

Severstal is committed to developing our internal communications 
system and improving our discussion with employees. In this 
area we follow the Key Provisions for and Standards of Internal 
Communications of Severstal, a policy that we based on our 
previous discussions with employees as well as our corporate 
values and strategy. Development of internal communications is a 
priority item on the HR agenda. Public opinion research, meeting 
preparation and management, and personal communications 
are a part of training programs for all levels of our management. 
In 2012, we trained 300 managers of Severstal Russian Steel 
and 250 managers of Severstal Resources on our internal 
communications standards.

Business partners
Severstal is committed to building long-term mutually benefi cial 
relationships with our business partners, based on fair, open 
and ethical collaboration, mutual respect and accountability for 
mutual commitments and obligations. Severstal’s Code of Business 
Partnership defi nes the key principles of partnership, responsibilities of 
Severstal and our expectations from our partners. The Code includes 
provisions for business ethics and zero tolerance for corruption, as well 
as social responsibility requirements for our supply chain: Severstal’s 
suppliers are expected to meet certain industrial and environmental 
safety requirements.

We work with our partners transparently and professionally. At the 
same time, we expect from our partners that they demonstrate 
zero tolerance for corruption, comply with workplace safety and 

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX



42

Severstal Corporate Social Responsibility Report 2012

environmental protection standards while they work on Severstal 
premises, and make their employees who work with Severstal 
aware of Severstal Code of Business Partnership.

Severstal serves more than 40 thousand business customers in 
Russia and other countries. In 2012, our revenue from construction 
and processing industries accounted for 52.8% of total sales, while 
sales to the oil and gas sector accounted for 6.8%, machinery for 
10.3%, and tube and piping—for 12.3%.

Our clients include some of the largest Russian and international 
enterprises:

GAZ, UAZ, MAZ, AVTOVAZ, Sevmash, Gazprom, 

Surgutneftegaz, Transneft, NOVATEK, Evraz, MMC 

Norilsk Nickel, SUEK, UMC, TMK, Volzhsky Pipe Plant, 

Metall Profi l, Russian Railways, Arkhangelsk Pulp and 

Paper Mill, and several construction companies.

Severstal 

Russian Steel

Ford, DaimlerChrysler, General Motors, BMW, Mazda, 

Mercedes-Benz, Mitsubishi RFI, Riva, Thyssen Krupp, 

Peugeot, FORD, Setforge.

Severstal 

International

Severstal Russian Steel is the key customer of this 

division; other customers include Evraz, Mechel, Corus, 

MMK and NLMK among other.

Severstal 

Resources

Customer orientation is one of the key principles of Severstal. 
Severstal builds long-term mutually benefi cial relationships with 
our customers offering them high-quality products and services 
designed for their individual needs. Severstal refi nes our quality 
management system in compliance with international quality 
management standards (ISO 9001:2008, ISO/TS 16949:2009) in 
order to secure our leadership in the steel product market.

Our Quality Policy sets the foundation for the operation and refi nement 

of Severstal Quality Management System, which is designed to meet 

the requirements of international standards and our consumers.

Objectives of Severstal:

•  Manufacture products that fully meet the needs of every consumer

•  Continuously improve our quality management system

•  Use strategic and operational marketing planning as a tool to 
identify current and future needs of our customers and exceed their 
expectations

•  Maintain and expand our presence in various sales markets

•  Improve production effi ciency and reduce costs

•  Improve product quality

To achieve our objectives, we rely on the following key principles:

•  Customer orientation

•  Management leadership and accountability

•  Common goals across the whole company

•  Training and engagement of all employees, and the use of their full 
potential

•  Process-oriented approach to business and resource management

•  Systemic management of interrelated processes

•  Continuous improvement of operations across the whole corporation

•  Decision-making based on information and data analysis

•  Mutually benefi cial relationships with suppliers and all stakeholders 

Severstal products are certifi ed, they are highly competitive in the 
global market and meet the needs of automotive, oil and gas, ship 
building and industrial machinery industries. Quality management 
systems of Severstal’s key businesses are certifi ed by independent 
international certifi cation associations and meet the requirements 
of international quality standards and customer needs. Our 
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customer-specifi c products are approved by the Marine Register of 
the Russian Federation, LRQA, American Bureau of Shipping, Det 
Norske Veritas, Germanischer Lloyd, Bureau Veritas, Russian River 
Register and other certifi cation authorities.

Quality management initiatives of Severstal Russian Steel are 
designed to ensure that our products meet the latest standards of 
the European Union, US and Japan. Several products of Severstal 
for construction industry were certifi ed by Gvozdev Concrete 
and Reinforced Concrete Research and Development Institute 
(Gvozdev NIIZHB) and Road Infrastructure Research Institute 
(OAO TSNIIS). Steel products of Severstal Russian Steel are used 
in offshore oil and gas projects, and are popular in construction 
industries of the European Union and CIS. Severstal holds more 
than 80 active certifi cations and expert opinions on a wide range 
of our products (crushed stones produced from various fractions of 
blast furnace and steelmaking slag).

In 2012, LR EMEA (Lloyd’s Register) performed re-certifi cation 
audit of Severstal and confi rmed the compliance of our quality 

management system with ISO 9001:2008 and ISO/TS 16949:2009 
international standards.

Izhora Pipe Mill has an internally developed, deployed and certifi ed 
(since 2006) by American Petroleum Institute (API) quality 

management system meeting the requirements of ANSI/API Specifi cation 
Q1, ISO/TS 29001 and ISO 9001 international standards, and holds a 
license to use API symbol on its trunkline pipes. In 2012, the API symbol 
license was extended to design, development, production and inspection of 
our steel transport pipes. In 2013, we are planning to extend the API 
symbol license to pipes for acidic pipeline systems and offshore 
applications.

Severstal’s account management system includes:

•  Research of customer preferences and their satisfaction with 
Severstal through meetings, negotiations and surveys.

•  Organization of special committees and coordination groups for 
long-term strategic accounts.

•  Participation in exhibitions and forums in Russia and other 
countries.

Continuous discussions with customers help us fi ne-tune Severstal 
to their needs For example, Severstal Russian Steel is currently 
working on design and deployment of an SLA framework. In 
2012, our joint team with OAO Kamaz designed a pull production 
concept aiming to improve supply discipline. This initiative 
helped us to increase our deliveries from 14,685 tonnes in 2011 
to 61,727 tonnes in 2012. Overall contribution of customer 
orientation projects to EBITDA of Severstal Russian Steel 
is estimated at US$ 41 million in 2012.

In May 2012, Karelsky Okatysh and Vorkutaugol signed a sales 
contract to supply the production facilities of the Finnish steel 

company Rautaruukki with coking coal and iron ore pellets over the coming 
three years. Our deliveries will meet about 20% of the Finnish group’s demand 
for coking coal and iron ore pellets. The initial shipments of pellets to 
Rautaruukki took place in May, whereas fi rst coal deliveries began in July 2012.

ВIn March 2012, Gestamp Severstal Vsevolozhsk was awarded Q1, 
Ford’s highest production quality standard for manufacturing 

automotive metal components. The award covers production quality, 
streamlined logistics and clean production.

In 2012, we increased shipments of rolled steel to Russian and 
CIS-based car manufacturers by 9.5%. We became a supplier of 

rolled metal products for Volkswagen and Skoda cars in Russia. In addition, 
we signed a new long-term delivery contract with Hyundai St. Petersburg 
car assembly plant and renewed our agreement with Renault assembly 
plant in Moscow. We also increased deliveries of hot dip galvanized rolled 
products to GAZ Group.

Severstal has a complaint management process in place to protect 
our consumers. This process requires timely decisions on defective 

products, prompt resolution of complaints and fi nancial settlements, and 
corrective measures to eliminate the route causes of complaints. 

Government authorities
The key principles of our partnership with government authorities 
are as follows:

•  Meeting all our legal obligations towards the state.

•  Ensuring responsible use of labor and environmental resources.

•  Helping to improve the competitiveness of individual regions 
and industries.

Our key cooperation formats:

•  Comprehensive social and economic development agreements 
with the local authorities in the regions of our major facilities 
(Komi Republic, Republic of Karelia, St. Petersburg, Vologda 
Oblast, Saratov Oblast, Oryol Oblast, Murmansk Oblast and 
Volgograd Oblast).

•  Participation of our managers and industry professionals in 
lawmaking and public administration processes as experts in 
development of the mining industry and international trade 
policies.

•  Active participation in the development of municipal, republican 
and nationwide social development programs since some of 
our businesses (Cherepovets Steel Mill, Vorkutaugol, Karelsky 
Okatysh, Olenegorsk Iron Ore Plant) play a central role in the 
economies of their cities.

Severstal and regional authorities jointly design and work on 
special purpose programs focused on social challenges of strategic 
importance for Severstal and its regions. For example, we run a 
joint program with Volodga Oblast on improving professional 
education in the region between 2011 and 2013. This program 
focuses on comprehensive enhancement of the local professional 
education system to help it produce suffi cient talent to fi ll the 
needs of the steel industry in Vologda Oblast.

Severstal signed the Agreement on Joint Protection of the 
Environment with the government of Vologda Oblast and 
Cherepovets administration, and will continue working on reducing 
our environmental footprint aiming to bring our key environmental 
performance indicators to global standard by 2015.
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Local communities
Severstal maintains productive cooperation with local 
administrations and the general public on acute social, economic 
and environmental challenges, and works with nationwide and 
regional non-profi t organizations and professional associations. We 
design tools for multifaceted cooperation focused on addressing 
specifi c social issues and on developing the inherent potential of 
the regions. Our Way Home program for comprehensive prevention 
of child neglect and social orphanhood has been running for several 
years now. The Agency for Urban Development, our non-profi t joint 
venture with the City of Cherepovets focused on development of 
small and medium businesses, brings tangible results.

Independent experts recognized our innovative approach to 
engagement of stakeholders over these initiatives on multiple 
occasions. In 2012, Severstal received multiple awards for our 
social programs. We were the winners in the Best Program 
Demonstrating Corporate Social Responsibility Policy and 
Social Investment Principles nomination of the 2012 Leading 
Corporate Donors contest, and also the winners in the Agility, 
Effi ciency & Responsibility nomination of the Best Russian 
Businesses award of the Russian Union of Industrialists and 
Entrepreneurs for our contribution to demographic development. 
Our Road Home program was the winner of the Regional stage of 
Assistance—2012, a nationwide competition of the best socially 
focused projects of non-profi t organizations.

List of organizations where Severstal is represented at strategic 
executive level by Severstal CEO Alexei Mordashov

International and Russian business forums and associations:

•  World Steel Association (worldsteel)

•  The Business 20 (B20)—Trade as a Driver of Economic Growth 
group

•  European Business Leaders’ Convention

•  International Business Council of the World Economic Forum 
(WEF)

•  Russian Union of Industrialists and Entrepreneurs’ (RSPP) and RSPP 
Committee on Integration, Trade and Customs Policy and WTO

•  NP Russian Steel 

•  Business Council of EU’s Northern Dimension Policy

Government Agencies:

•  Competition Council of the Government of Russia

•  Russian-German Strategic Workgroup on Economy and Finance

•  Government Commission on High Technologies and Innovations

•  Expert Council of the Russian Ministry of Culture on Public-
Private Partnership and Investments

Social and Cultural Development Organizations:

•  Board of Trustees of the Russian Museum

•  Board of Trustees of the State Tretyakov Gallery

•  Board of Trustees of the Bolshoi Theatre

•  Board of Trustees of the Mariinsky Theatre

•  Board of Trustees of the Valaam Monastery

•  Board of Trustees of St. Petersburg State University

Participation in international industry initiatives
In 2001, Severstal became the fi rst Russian corporate member of 
the World Steel Association (worldsteel), and has been actively 
participating in its initiatives ever since. Severstal participates in all 
key committees, joint projects and initiatives including the Living 
Steel program to stimulate the use of steel in construction, the 
Future Steel Vehicle (FSV) program to design steel for the vehicle 
of the future, and the Russia 2020 project focused on the analysis 
of long-term trends in the Russian economy and steel industry. 
The worldsteel association represents approximately 170 steel 
producers from different countries (including 17 of the world’s 
20 largest steel companies), national and regional steel industry 
associations, and steel research institutes. worldsteel members 
represent around 85% of world steel production. 

Principles and Forms of Engagement

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX



45

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX



46

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX



47

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX

SEV
ER

STA
L PEO

PLE

46  2012 Human Relations Highlights

50 Staff Profi le

52  Policy and Management

54  Motivation and Compensation

54  Selection and Career Development System

54  Compensation

56 Social Support

57  Creating Decent Working Environment

58  Severstal is an Attractive Employer

60  Training and Development System

Table of contents



48

2012 Human Relations Highlights
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Severstal employees and their professionalism, accountability and 
motivation for ambitious goals are a key factor of our long-term 
competitiveness. We value our employees and try to maintain 
comfortable working environment, generate opportunities for 
personal and professional development, and provide social support.

Active development of Achieve More Together program 800 managers 

completed this program and 600 more started their training in 2012. 

Expansion of assessment and feedback framework (discussions of goals, 

360-degree feedback, HR committees and ongoing feedback). Approximately 

8,500 employees are covered by corporate evaluation systems.

Development of the Masters Academy project. This project focuses on 

researching and applying best practices of experts who successfully 

implemented all methodologies of the Business System of Severstal.

We developed professional competence matrices and professional expertise 

tests for workers and foremen in a pilot plant of Cherepovets Steel Mill.

23,447 employees participated in the annual Severstal Pulse survey in 

April 2013, compared to 17,806 in April 2012.

Number of training hours per employee increased from 15.4 to 54 hours. 

We evaluated 90% of jobs in Severstal as a part of our new approach to 

compensation.
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Severstal Corporate Social Responsibility Report 2012

Staff Profi le

Severstal had an average of 67,297 employees in 2012.

Severstal employees by division, 2012

Severstal

Resources

17.559

Severstal

Russian Steel

47.573
Severstal

International

2.165

Regional distribution of Severstal employees, 2012

ЧCherepovets

St. Petersburg

Oryol

Yaroslavl

Volgograd

Severstal Russian Steel

3%
1%

2%

7%

87%

Republic of Karelia

Murmansk Oblast

Komi Republic

Moscow

St. Petersburg

Yaroslavl

Krasnoyarsk

Severstal Resources

0%
1%

0%

30%

14%

50%

5%

Columbus

Dearborn

Severstal International

25%

75%

Employee demographics as of December 31, 2012, %

Severstal 
Russian Steel

Severstal 
Resources

Severstal 
International

Number of employees 

at the end of reporting 

period—total, persons 47,604 16,661 2,624

including 

males 32,096 12,918 2,225

females 15,508 3,743 399

including

under 21 307 59 1

21-30 years old 12,715 3,359 293

31-40 years old 14,449 4,790 797

41-50 years old 11,462 4,793 729

51-60 years old 8,039 3,350 525

over 60 632 311 279

Workers represent 76% of our employees, while managers, 
specialists and offi ce personnel represent 24%. Average age 
of our employees is close to 40. Severstal has a relatively high 
percentage of female employees (32%) for the industry. We keep 
working on technology and organizational solutions to increase 
number of workplaces suitable for female employees. This would 
create new opportunities for employment and professional 
development of female staff, and Severstal will be able to improve 
talent availability in regions with challenging demographics. We 
have a relatively low volume of voluntary turnover (5.5% of total 
staff), perhaps due to our long-term policies on improvement of 
compensation systems and workplace quality standards, employee 
housing programs and sustainable benefi ts packages.

We hired more than 6.6 thousand new employees in 2012.
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Our human resource management system is designed to 
support our long-term development strategy by creating a 
single-minded business team that would share our values and 
strategic objectives, and demonstrate professional competence 
and social responsibility. Our Severstal People project focuses 
on engaging our employees in achievement of our strategic 
objectives. Key components of this project include improving the 
operational effi ciency and employee motivation, creating decent 
working environment, developing human resource management 
technologies, and promoting internal discussion. We routinely 
evaluate our performance in this area and fi ne-tune our objectives 
depending on market and social trends and the feedback we 
receive from our employees.

Our HR management reports to the executive offi ce of Severstal. 
Severstal Board of Directors views this area as a priority. Key 
decisions in this area are reviewed in detail by the Remuneration 
and Nomination Committee. Senior Vice President of Human 
Resources of Severstal is responsible for day-to-day management 
of HR. At divisional and regional levels, heads of respective units are 
responsible for human resource management. For the key areas, 
we established Centers of Excellence focused on implementing 
innovations and changes.

Our HR policies are refl ected in our employee trainings, evaluation 
and onboarding regulations, and the Employee Code of Conduct. 
In 2012, we completed the development our compensation policy 
introducing unifi ed compensation rules for all employees. This 
policy defi nes compensation principles, pay structure and controls 
for pay practices. In 2012, we also developed talent attraction and 
onboarding regulations, and several other documents.

We consistently work on improving our organizational structure, 
distribution of responsibilities, decision-making models 
and reporting. Since 2011, we have been working on the 
Organizational Effi ciency project focused on streamlining our 
organizational structure, eliminating redundant responsibilities 
and helping us use our work time more effi ciently. In 2011, 
10 production units of Severstal and Karelsky Okatysh (a member 
of Severstal Resources Division) migrated to the new management 
structure. In 2012, we evaluated the new structures and confi rmed 
their effi ciency.

In 2012, our Organizational Effi ciency project also targeted the 
deployment of organizational best practices in other departments. 
For example, we reviewed organizational structures of our repair 
segment and searched for opportunities to improve productivity by 
consolidating functional responsibilities of employees, eliminating 
losses and organizing repairs more effi ciently. In sales and service 
centers segment, we developed job descriptions and compared 
our structures and functional responsibilities with Russian and 
international businesses following best practices, and then 
developed an organizational structure concept based on three 
functional areas, Marketing, Sales and Services. We are migrating 
to this structure in 2013.

We identifi ed productivity improvement opportunities through 
organizational initiatives and investments across our whole 
corporation. We used benchmarking data and lean manufacturing 
tools (creating the fl ow, eliminating losses, etc.) to measure the 
opportunities.

Severstal has a standardized set of human resource management 
procedures linked to our SAP ERP system. Our SAP platform served 
57,000 employees as of the end of 2012.

We introduced annual internal evaluations of HR services to 
evaluate how satisfi ed our employees are with al levels of 
our human resource management. In 2012, we launched our 
centralized employee feedback collection system.

All our HR processes are based on equitable and motivating goal-
setting, evaluation, development and succession. Our Discussion 
of Goals system applies to all managers in Severstal Achievement 
of objectives in all areas affects employee bonuses and their 
eligibility for promotion to the management reserve. All our 
managers including our Chief Executive Alexei Mordashov undergo 
annual 360-degree feedback analysis to assess their compliance 
with our corporate model of values.

As of the end of 2012, various evaluations were in place for six 
levels of our management and specialists. Regular performance 
and career development reviews were in place for approximately 
13% of our staff. We plan to apply these evaluations to our 
tradesmen as well.

Policy and Management
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Our HR management priorities for 2012–2014:

•  Improving employee productivity.

•  Developing new talent, increasing employee mobility and improving 
knowledge of English.

•  Making Severstal more attractive for talented young people.

•  Improving professional expertise of employees, training employees to 
use the Business System tools and SAP. Ensuring quick and effi cient 
internal training of highly qualifi ed professionals.

•  Improving working environment and creating more career opportunities 
for female employees.

In 2013, we will prioritize development of foremen’s management skills 
and higher degree of professionalism, enhancement of tradesmen’s 
work content (cross-functional assignments), and engagement of young 
workers.
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Motivation and Compensation

Selection and Career Development System
Our selection and career development system is based on 
evaluation of values, behavioral and technical competencies of our 
employees, as well as their potential for growth and development 
within Severstal. Hiring and promotion decisions are based on the 
match between candidate profi les and job descriptions, and are 
made consensually by all participants of the selection process. 
Besides employee’s direct manager and HR partner, selection 
process may include peers and other employees depending on 
the nature and level of position being fi lled. HR Committees 
meet twice a year to select the management reserve for all levels 
of management. All managers of Severstal receive basic and 
advanced training on employee selection and evaluation skills 
to ensure they make high-quality and unbiased decisions. Each 
employee received feedback and help with their development 
plan. In 2012, we had more than 100 HR Committee meetings 
where we discussed all employees up to Top-4000 (foremen) level 
inclusively as well as Top-2000 (shop managers) management 
reserve. Five percent of our employees were included in talent 
reserve and development plan for the next level of management. 
10% of reserve members received new appointments in 2012. 
Internal specialists fi ll the majority of our vacancies.

Compensation
Our compensation policy relies on the principles of internal 
fairness, external competitiveness, individual evaluation of each 
employee’s contribution to our results, creating a motivating 
environment for continuous learning, professional growth and 
career development.

Corporate Compensation Policy: Objectives, Principles and Tools

Policy 
Objectives

Policy Principles Policy Tools

Attract and 

retain talent

Internal fairness Use of job descriptions and 

evaluations to manage 

compensation

External 

competitiveness

Use of daily labor market data 

and business strategies of 

individual assets to manage 

compensation

Create 

motivation for 

professional 

development 

and 

achievement 

of ambitious 

goals

Encouragement 

of continuous 

improvement 

(getting new 

knowledge 

and achieving 

impressive results)

Adjustment of compensation 

based on individual annual 

performance evaluations

Bonus system with ambitious 

targets

Retain unique 

experts

Personalized 

approach to retain 

and motivate top 

experts

Personalized motivation and 

retainer schemes for unique 

experts

Maintain pay 

practices that 

are easy to 

manage and 

understand

Simplicity of 

compensation 

system

All compensation policy tools

SAP Human Capital 

Management systems for 

motivation management
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We evaluated 90% of Severstal jobs by the end of 2012. We 
introduced 26 grade levels for jobs subject to evaluation.

Average wages in RUB in major regions of Severstal Resources, 
2009–2012
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Staff costs in thousand RUB, 2009-2012

 2009 2010 2011 2012

Severstal Resources 10,191,104 10,542,910 12,251,959 13,203,737

Severstal Russian Steel 18,407,049 20,758,495 25,719,544 26,548,485

Severstal International 232,258,498 235,271,714 236,851,293 258,910,389 

Staff costs breakdown in thousand RUB, 2009-2012.

Severstal Resources

Payroll Benefi ts Pension payments 

2009 2010 2011 2012 2009 2010 2011 2012 2009 2010 2011 2012

9,593,284 10,088,337 11,732,106 12,564,373 567,212 440,956 511,950 620,482 30,607 13,616 7,903 18,883

Severstal Russian Steel Division

Payroll Benefi ts Pension payments 

2009 2010 2011 2012 2009 2010 2011 2012 2009 2010 2011 2012

17,654,647 20,173,675 24,815,631 25,870,421 362,425 141,559 262,037 280,302 389,977 443,261 641,876 397,762

Average wages in RUB in major regions of Severstal Russian Steel, 
2009–2012
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Social support
The key principles of and approaches to social support of our 
employees are outlined in collective agreements and other 
agreements at the level of our individual businesses. We provide 
benefi ts to all employees of Severstal. Our benefi t package 
includes all benefi ts mandated by applicable laws plus additional 
means of fi nancial support stipulated by respective collective 
bargaining agreements (regular and one-time payments). 
Components and value of benefi ts packages offered in our 
individual businesses may vary refl ecting differences in industries 
and regions.

The new 2012-2014 Collective Bargaining Agreement of Severstal 
increases benefi t payments by a factor of 1.5 to 2. We paid close 
to RUB 400 million in various benefi ts in 2012.

In 2012, Severstal’s received a social policy award of the Russian 
Ministry of Industry and Trade. Our collective bargaining 

agreement was the winner in the Social and Economic Effi ciency 
nomination of the nationwide Socially Responsible Mining and 
Steelmaking Businesses industry contest.

Employee health is a priority item on our social agenda. We 
have a comprehensive Health of Severstal program focused on 
maintaining good health of our employees. Originally developed 
by Cherepovets Steel Mill in 2002, this program focuses on 
improving availability and quality of healthcare services, 
strengthening the fi rst line of healthcare, creating conditions 
for effi cient medical care at the pre-hospital stage, preventive 
healthcare and provision of high-tech, state-of-the-art medical 
care. The annual budget of this program is approximately 
US$ 20 million.

Severstal’s medical unit has 51 onsite attendance stations. We 
have an effi cient preventive care system relying on regular medical 

screenings. Last year in Cherepovets we conducted over 34,000 
professional medical check-ups. More than 9,000 employees and their 
children received preventive care in health resorts and camps. More than 
5,000 employees undergo rehabilitation at our Rodnik resort-based 
healthcare facility.

Severstal Russian Steel spent more than 100 million RUB on the 
2012 Summer Wellness Campaign. More than 4,000 division 

employees and their children used our subsidized vacation packages 
between May and August. Our wellness campaign had three segments: 
children, adults and mixed (Mother and Child). Over one third our 
employees who used subsidized vacation packages them traveled to health 
resorts in Southern Russia and Crimea. They visited health resorts of 
Anapa, Sochi, Pyatigorsk, Zheleznovodsk, Kislovodsk and Yessentuki, as well 
as resort-based health facilities in Vologda Oblast.

Vorkutaugol launched its private health insurance program in 
2012. This program offers Vorkutaugol employees high-quality 

company-paid healthcare services. Access to healthcare is not limited to 
Vorkuta and includes the leading healthcare facilities of Komi Republic, 
Moscow and St. Petersburg.  In Vorkuta, we use Rossgosstrakh Medicine 
outpatient clinic. This clinic offers services of 19 specialist doctors including 
an endocrinologist, a hematologist, a cardiologist, a neurologist and an 
otolaryngologist. Approximately 4,000 Vorkutaugol employees—nearly 
fi fty percent of staff—used private health insurance services in 2012. We 

spent approximately RUB 60 million on private health insurance in 2012. 
In addition to private health insurance we are planning to complete the 
construction of a state-of-the-art preventive healthcare facilities for our 
miners. We will allocate more than RUB 100 million to this project. 

10 out of 36 businesses of Severstal Russian Steel offer joint 
private pension plans with either StalFond Private Pension Fund or 

Blago Charitable Foundation.

Severstal strives to help our employees secure adequate 
accommodation. The fi rst stage of our corporate housing program 
completed in Cherepovets between 2005 and 2011 included 26 
apartment buildings with 2,550 apartments. We launched the 
second stage of the program in April 2012, and we are currently 
building a 288-apartment complex scheduled for completion in 
late 2014. In June 2012, we built an apartment building with 117 
apartments for our employees in the village of Telman (Leningrad 
Oblast).

Our corporate housing pool includes a range of apartment 
buildings and dormitories owned by Severstal. We currently 
have 46 residential buildings. Severstal has a corporate housing 
restructuring program whereby we donate corporate apartments 
to our retired and socially vulnerable employees, including families 
with many children and individuals with group 1 or 2 disabilities. 
All employees who moved in corporate apartments before August 
30, 1993 will received these apartments as a donation through 
privatization. Other employees will have an opportunity to buy out 
their apartments with a discount.

Motivation and Compensation
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Creating decent working environment
In 2011, Severstal introduced the Unifi ed Social and Living 
Standard for offi ces and shop fl oors of Severstal as an addition 
to building codes and other regulations. This standard sets 
requirements for maintenance of sanitary rooms, recreation 
rooms and offi ces, employee meals, maintenance of protective 
clothing and other personal protective equipment, transportation 
of employees, and employee parking lots. Management teams 
of business units and occupational safety departments are 
responsible for compliance monitoring.

The sanitation and recreation improvement program for Severstal 
Russian Steel and Severstal Resources includes repairs, remodeling 
and rehabilitation of rest areas, canteens, recreation rooms 
and meeting rooms, organization of employee transportation 
to and at industrial sites, an air conditioning program, cleaning 
services, supplementary materials and technical maintenance of 
our facilities. In 2012, we upgraded 2,452 facilities to meet the 
requirements of the new standard. We invested RUB 1.9 billion in 
these initiatives, including maintenance and cleaning.

IN 2012, Severstal invested RUB 88 million in air conditioning at 
Severstal Russian Steel. We installed more than 490 offi ce and 

crane air conditioners. The air conditioning program of Severstal Russian 
Steel is a part of its effort to implement the corporate social and residential 
standard. 

Severstal Russian Steel is building employee parking lots as a part 
of its corporate social and residential standard. In June 2012, we 

completed the construction of a parking lot near Checkpoint 5 of 
Cherepovets Steel Mill. In August, we opened a new parking lot at the 
intersection of Mira and Bardin streets at the former site of Severstal Metiz 
community center. The new parking lot added 230 parking spots and 
offl oaded Mira and Bardin streets.  
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Severstal is an attractive employer

In 2012, we remained focused on reinforcing Severstal’s reputation 
as an attractive employer. One priority of this program is making 
Severstal even more attractive for experts in our core domains, 
young graduates and IT professionals. We have structured 
cooperation programs in place with specialized universities 
training highly qualifi ed professionals. These programs help the 
new graduates to integrate in our teams and quickly achieve high 
productivity. We have a Unifi ed Employee Onboarding Standard.

Recruitment of promising young professionals is one of the 
key priorities of Severstal’s HR policy. In 2012, we developed 
and adopted a young specialist development program focused 
on meeting Severstal’s long-term demand for highly skilled 
professionals.

Our young specialist onboarding and development program 
includes professional, business, personal productivity, foreign 
language and career management trainings. Our young specialists 
have access to a range of compensation and support programs:

•  Scholarships for students

•  Subsidized housing

•  Subsidized relocation (we pay for tickets, shipping of personal 
effects, and initial accommodation)

•  Access to corporate housing program after two years with 
Severstal

Our primary sources of young specialists

Specialized 

universities

• Industry trades: MISIS, Bauman Moscow 

State Technical University, St. Petersburg State 

National Research Polytechnic University, Moscow 

State Mining University, St. Petersburg Mining 

Institute and several other regional universities in 

Cherepovets, Vologda, Ivanovo, Samara and other 

cities.

We work with these educational institutions on 

a permanent basis. In March 2011, Severstal 

and Cherepovets State University signed the 

2011-2013 collaboration agreement focused on 

coordinating our joint projects to help us address 

steelmaking challenges and improve university 

education in Cherepovets.

Trade schools Severstal closely works with trade schools in our 

regions (CHMC, CHIC, PU-27 in Cherepovets; PU-

50 in Sheksna; SPGPC in Kolpino, among other).

Student 

organizations

Severstal works with student organizations 

including BEST (Board of European Students 

of Technology) and the Youth Forum of Mining 

Leaders.

Case study 

challenges

Severstal is a general partner of the Changellenge 

Russian Technology Case Study Cup and Minex 

Forum Case Study Challenge. These contests give 

the best students an opportunity to work on actual 

challenges of our business and sell their ideas 

to the top management, while Severstal gets a 

chance to test these students in a professional 

discussion.

Social networks Our career opportunities and job fairs are posted 

to social networks including LinkedIn, Facebook 

and VK.

Schools In the regions of Severstal Resources (Vorkuta, 

Kostomuksha, Olenegorsk), we sponsor specialized 

tracks in secondary schools, helping their students 

to enter the leading specialized universities and 

later giving them an opportunity to return to their 

home cities and join Severstal.

In the regions of Severstal Russian Steel, we 

host annual talent selection events for high 

school graduates including A Word on Steel and 

Metallurgist contests.

Severstal also hosts career orientation festivals, 

contests, and recruitment events for students of 

specialized classes in the cities where we work. For 

example, Severstal Resources Division hosts the 

Youth Outlook festival.

In 2012, Severstal representatives participated in AIESEC 
International Young Leader Congress. Participation in AIESEC is a 

part of our important young talent attraction program, which is a strong 
priority of our employee attraction and development policy. Severstal is 
committed to talking to talented and promising young leaders and their 
active involvement in our company and the mining and steelmaking 
industry in general.

«Severstal Resources and Moscow State Mining University (MSMU) 
signed a cooperation agreement to develop a joint program for 

students. Severstal is actively looking for opportunities to attract industry 
and technology professionals and develop the talent pools of our Russian 
and international businesses. Students who took our MSMU program and 
apprenticeship are offered an opportunity to join the management team 
of one of our businesses.
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Severstal partnered with MSMU more than seven years ago when 
we started to help creating specialized tracks in secondary schools, 

offered apprenticeship opportunities for students, and introduced the 
young specialist status for graduates in the regions of Severstal Resources. 
In 2012, we added mining electives to the curriculum of MSMU students 
studying our program. MSMU currently has approximately 150 students 
from the cities of Severstal Resources. We are preparing to launch the 
dedicated Severstal auditorium equipped for video conferencing with our 
regions. MSMU professors will be able to host open sessions for students of 
specialized tracks in secondary schools in our regions, and students will be 
able to talk directly to our employees and participate in various projects of 
the Business System of Severstal, such as our Global Technology System. 
We are also planning to launch an informational section about Severstal 
on MSMU website for its students.

University Partnerships

Technical and Technology Expertise:

•  Bauman Moscow State Technical University

•  STANKIN Moscow State Technological University

•  MISIS National University of Science and Technology

•  Samara State Technical University

Core Trades:

•  Vologda State Technical University

•  Ivanovo State Power Engineering University

•  Moscow State Mining University

•  Murmansk State Technical University

•  South Ural State University in Chelyabinsk

•  Orel State University

•  Petrozavodsk State University

•  Mendeleyev University of Chemical Technology in Moscow

•  Saratov State University

•  Saint-Petersburg State Institute of Technology

•  St. Petersburg State Polytechnic University

•  St. Petersburg State Mining Institute

•  Ural State Mining University

•  Vorkuta Branch of St. Petersburg State Institute of Technology

•  Cherepovets State University

•  Yaroslavl State Technical University

•  Yaroslavl Branch of Moscow State University of Railway 
Engineering
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Training and Development System

Levels and functionality of our corporate training system are 
aligned with Severstal’s strategic goals and also with objectives 
of our ongoing projects. The training system is fully compliant 
with our HR management processes, business processes and 
functions. Severstal is committed to developing leaders at all levels 
and invests signifi cant effort and money in this area. We have a 
functional, technical, behavioral and managerial training system in 
place that helps our employees to achieve their development goals 
in their current and future roles. The system covers multiple types 
of training such as distance, group, team, individual and workplace 
training sessions. In addition to mandatory programs that are 
integrated in individual objectives, each employee also has an 
opportunity to choose from a wide range of programs focused on 
personal development and understanding of business.

We use our modernization, customer orientation and safety 
programs to develop new tools and methodologies, which are then 
delivered to our workers by shop navigators. We use knowledge 
bases and remote communications and data storage platforms to 
support our cross-functional projects.

In 2012, 43% of our employees, including 100% of our top three 
levels of management, took training courses. Average duration of 
training across all three divisions was approximately 54 hours per 
employee.

Scope and Coverage of Employee Training Programs in 2009-2012
Severstal Russian Steel Division

 2009 2010 2011 2012

Total number of 

employees trained 29,383 32, 571 32,988 22,307

including:     

managers and 

specialists 6,721 8,157 10,265 6,941

tradesmen 22,662 24,414 22,723 15,366

males 23,585 26,088 26,314 17,794

females 5,798 6,483 6,674 4,513

Total training 

hours 2,465,085 2,862,546 3,110,362 2,876,252

including:     

managers and 

specialists 178,490 234 589 480,633 444,457

tradesmen 2,286,596 2,627,957 2,629,729 2,431,795

males 1,931,415 2,237,843 2,427,192 2,244,503

females 533,670 624,703 683,170 631,749
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Severstal Resources

 2009 2010 2011 2012

Total number of 

employees trained 10,258 9,195 16,404 5,049

including:     

managers and 

specialists 2,446 1,677 2,946 907

tradesmen 7,779 7,470 13,458 4,142

males  n/a  n/a 14,168 4,360

female  n/a  n/a 2,236 688

Total training hours 291,725 320,270 581,829 702,961

including:     

managers and 

specialists   84,457 102,040

tradesmen 250,971 310,165 497,372 600,921

males  n/a  n/a 480,961 583,458

females  n/a  n/a 99,364 119,503

In Severstal International, every employee received 34.5 hours of 
training on average.

Employee training costs in 2009–2012, thousand RUB

Severstal Russian Steel
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Strong teamwork and productive teamwork are important 
contributors helping Severstal to move towards our corporate 
objectives. We use various training methodologies for the three 
highest levels of management, including coaching and mentoring. 
These methodologies are applied to individual training plans and 
may cover current or future roles of individual managers. We plan 
our employee training using the results of the annual 360-degree 
evaluation of compliance with our corporate model of values 
and competencies. We offer several English language training 
programs for different employee roles and management levels. 
In 2012, we hosted more than twenty workshops focused on 
creativity and quicker decision making and developed individual 
and team development strategy for 2013-2015.

In 2010, we launched the Achieve More Together program 
focused on development of effi cient change management 
competencies. The primary audience of this program are our 
middle management including shop managers, foremen, mine 
directors and other managers responsible for large teams 
and production results. The Achieve More Together program 
gives us more than just knowledge. We also use it as a tool to 
build horizontal and vertical links in our organization, and to 
improve the productivity of our internal collaboration. More 
than 30 top managers of Severstal, including our CEO and VPs, 
contribute to this program as experts and trainers on a regular 
basis. This program provides an opportunity for joint training 
of the managers from the top three management levels of 
our businesses in Moscow, Cherepovets, St. Petersburg, Oryol, 
Volgograd, Vorkuta, Olenegorsk, Kostomuksha, Yaroslavl, Balakovo, 
Sheksna and other cities and countries. We extended this program 
to Severstal International in 2012. In 2013, approximately 1,400 
managers participated in this program.

Severstal has a comprehensive distance learning system. It 
includes:

•  Development of online training courses to support the projects 
of the Business System of Severstal.

•  On-demand development and updates of online training courses 
requested by individual departments.

•  Support for career orientation activities.

•  Development of HR-related online content 7,165 employees 
received online trainings in 2012.
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In 2012, Severstal hosted the E-Learning Development Conference 
focused on development of internal distant learning initiatives. 

More than 120 internal experts from functional and manufacturing 
departments and major buyers of distant learning (multimedia content 
developers and representatives of several Russian companies) participated 
in the conference.

Some of the courses we developed in 2012 to support the 
Business System of Severstal include the Steelmaking and 
Mining Economics business simulation, Discussion of Goals and 
HR Committees online trainings in English and Russian, fi ve  
Effi cient Account Management courses within our Customer 
Orientation project, and Steelmaking for Non-Steelmakers course 
jointly developed with MISIS. We also released eight training 
courses covering our main industrial processes and updated the 
Introduction to Steelmaking and Mining for Non-Miners training 
courses.

Our Steelmaking and Mining Economics business simulation was 
the winner of ElearnExpo International Conference Award in the 

Best Corporate E-Learning Solution category.

We use state-of-the-art training systems in our career orientation 
activities for future employees of Severstal. In 2012, Severstal 

Russian Steel launched the Career Orientation Priorities computer-based 
testing project, which was used by 407 school students in Cherepovets. We 
also introduced the World of Trades network network career orientation 
games in Cherepovets and Kostomuksha schools.

New Talent Development
Severstal has a new talent development system aligned with the 

needs of a modern industrial company. All large businesses of 
Severstal, including our plants in Cherepovets, Vorkuta, Olenegorsk 
and Kostomuksha, have their own training and development 
centers.

The training is focused in the following key areas:

•  Retraining for new jobs.

•  Professional development within existing jobs.

•  Operator retraining for new equipment.

•  Training for production processes used in individual businesses.

•  Process control system training.

•  Safety training.

•  Certifi cation training (e. g. training for Rostekhnadzor 
certifi cation).

Severstal’s training centers serve approximately 19 thousand 
employees per year. We use state-of-the-art training technologies 
including software simulators (multimedia training programs) and 
hardware simulators in dedicated training labs. We put a special 
emphasis on the training of our employees who will work in new 
and renovated facilities scheduled for commissioning as a part of 
our comprehensive industrial renovation program. Creating and 
developing talent reserve for key positions is an important area of 
our talent management program.

In 2012, Severstal Russian Steel provided professional trainings to 
15.5 thousand employees.
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Severstal believes that increased occupational safety and 
protection of the environment is a key factor to our long-term 
competitiveness and ongoing productivity. Our fundamental 
occupational health, safety and environment (HS&E) principles are 
embedded in our corporate policy adopted in 2008 and defi ning 
a common way of operation for all Severstal businesses. In 2011, 
we refi ned this policy in our main areas of focus and adopted 
the Corporate Occupational Safety Policy and the Corporate 
Environmental Protection Policy. These policies apply to all 
businesses and departments of Severstal.

Our workplace, industrial and environmental safety projects are a 
part of the Business System of Severstal. Severstal deploys 

state-of-the-art technologies and management systems aimed at 
implementing safe practices, improving occupational safety and 
environmental protection, and ensuring conservation of energy and natural 
resources along the whole manufacturing chain from coal mining to 
manufacturing of high-tech products.

Each of our businesses has an occupational health management 
system which includes a risk management system, emergency and 
disaster recovery plans, a system to distribute information about 
emergencies and lessons learnt, anoccupational health evaluation 
system, employee training courses meeting the requirements 
of applicable laws, corporate distance learning system with 
occupational safety trainings, and other initiatives.

The environmental protection systems at the majority of our 
businesses follow the PDCA (plan—do—check—analyze) structure 
that ensures our focus on continuous improvement of our 
environmental performance.

Our occupational and environmental safety management system 
include high-quality assessments of industrial safety, workplace 
certifi cations, independent environmental evaluations and internal 
audits of the management system focused on preventive risk 
identifi cation and development of effi cient corrective actions.

In 2001, Severstal was the fi rst steelmaker whose Russian facilities 
adopted the ISO 14001 environmental management system. 

Today, 12 of our businesses have OHSAS 18001 occupational health and 
safety certifi cations, and nine businesses have ISO 14001 environmental 
management certifi cations.

In 2012, Severstal-Gonvarri-Kaluga, a member of Severstal Russian 
Steel, successfully received ISO 14001 and OHSAS 18001 

certifi cations.

Severstal has been using rating audits to assess the effi ciency 
of our occupational safety management systems since 2011. 
We tested the same approach to evaluation of environmental 
protection management in 2012. Rating audits provide an 
opportunity to quantify the effi ciency of a management system. 
The evaluation form that we use designed for our rating audits is 
consistent with the PDCA structure (plan—do—check—analyze) 
that we follow to improve our performance. More than 100 criteria 
are subject to audit, and each of them gets a certain number of 
points upon a three-way verifi cation—visual inspection, employee 
survey and documentation check. We use the results of our 
audits to identify the areas for improvement of our occupational 

safety and environmental protection. Depending on the nature of 
defi ciencies, an individual business may be able to develop and 
implement its own corrective action plan.

Severstal fosters productive collaboration with government 
authorities, employees, business partners, communities and 
professional associations in the areas of occupational safety and 
environmental protection. Our managers and experts are invited to 
RSPP Environmental, Industrial and Technology Safety Committee 
and NP Russian Steel. We closely work with the World Steel 
Association (worldsteel).

Occupational safety is a priority value of Severstal and a critical 
component of our Business System. Our strategic goal is to use 
international best practices in occupational safety to completely 
eliminate work-related fatalities and to become the best Russian 
company as measured by the key safety indicators.

Severstal spent US$ 304.3 million on occupational and industrial 
safety in 2012.

Policy and Management
Key principles of the Corporate Occupational Safety Policy of 
Severstal:

•  Healthy and safe work conditions are critical for high operational 
and fi nancial performance.

•  Occupational and industrial safety system is a part of our 
corporate Business System.

•  Compliance with all laws and regulations governing 
occupational and industrial safety is mandatory.

•  All workplace injuries, breakdowns and accidents can and must 
be prevented.

•  We support and reward safe behavior of our employees.

•  Our occupational safety performance data is open and 
available.

No work should be started that cannot be completed safely! 
Occupational Safety Policy of Severstal Group

Occupational Safety

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX



67

Severstal Corporate Social Responsibility Report 2012

Our industrial safety management system includes:

•  Defi ning clear boundaries of responsibility and arranging 
adequate employee training.

•  Organizing consistent two-way communications.

•  Continuous monitoring, measurement and reporting of 
behavioral safety.

•  Consistent identifi cation of risk factors.

Improvement of occupational safety is one of the key performance 
indicators in Severstal.

Our occupational safety objectives until 2015:

•  Improve existing safety culture by consistent use of effi cient 
tools of the Labor Safety project.

•  Become the best Russian company by LTIFR (underground 
and open pit mining and steelmaking), and a top company 
worldwide by LTIFR in the long term.

Labor Safety is one of the key projects of the Business System 
focused on helping us achieve these objectives. This project 
includes initiatives in the following three key areas:

•  Creation of safe working environment.

•  Promotion of safe behaviors.

•  Involvement of employees in ensuring occupational safety.

This project helps us to create the culture of safe work based on 
personal commitment, accountability and active involvement of all 
Severstal employees in prevention of health and safety risks. Under 
this project, we continuously monitor, measure and report process 
and behavioral safety. We actively use rating audits to assess our 
occupational and industrial safety system. These audits give us an 
opportunity to make quantitative and qualitative measurements 
of the state of the key elements of the system.
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Occupational Safety

Implementation of Labor Safety Project in 2012
In 2012, we implemented the Labor Safety project at 113 work 
sites of Severstal Russian Steel (compared to 54 sites in 2011) and 
covered all its businesses. We trained more than 1,700 managers 
and interim managers on occupational safety methodologies. In 
2012, we used rating audits to assess occupational and industrial 
safety of 80% of worksites across all businesses of Severstal 
Russian Steel. We identifi ed and replicated the best practices 
in occupational safety. We implemented 65 best practices at 
Cherepovets Steel Mill and other businesses of Severstal Russian 
Steel.

15 businesses of Severstal Russian Steel had zero
injuries in 2012. 

The deployment of Behavioral Safety Audit (BSA) software helped 
us to simplify the reporting of audit results. BSA has been deployed 
at 97% of work sites where the Labor Safety project has been 
implemented. More than 3,000 employees use this software.

In 2012, our employees submitted 15,275 safety proposals during 
behavioral safety audits, clearly demonstrating their strong 
engagement with our safety objectives.

We continue implementing the Labor Safety project in Severstal 
Resources. Individual departments are responsible for its 
deployment and support; the project has been fully implemented 
at 32 work sites and is in support at three work sites. Karelsky 
Okatysh has completed a rating audit and certifi cation audits of 
all its shops, implemented corrective action plans and currently 
monitors changes on monthly basis. Two departments of Olkon 
completed initial rating audits, and four departments completed 
subsequent audits.

By the end of 2012, Olkon provided Occupational Safety project 
training to 156 line managers, engineers and specialists. All line 
managers of Vorkutaugol received Labor Safety project training. 
We train coaches and 100% of our engineers and technicians (over 
200 foremen and supervisors), and also developed and arranged 
monthly training courses on different aspects of work.

Safety Barometer is an online tool helping our managers to track 
urgent issues in real time. It uses data from behavioral audit 

reports.

All businesses of Severstal Resources actively use a problem 
communication system that relies on employee feedback sent via 
SMS messages and answers of business managers to proposals 
and questions that are published in a local newspaper. In 2012, 
Severstal Resources developed content for monthly trainings on 
mainstream professions.

In Severstal International, the Labor Safety project started 11 
areas. We signifi cantly improved our LTIFR2 , which was 32% lower 
in 2012 compared to 2011.

Our Labor Safety project includes employee safety trainings.

Number of employees trained under Labor Safety project in 2012

Course Name Number
of participants

Implementation of new design and approval 

procedures for occupational safety rules (with employee 

participation)

35

Internal investigation of micro traumas and dangerous 

events

361

Safety audits of industrial operations 375

Use of Issue Rosters 389

Dealing with occupational safety violations 365

Risk evaluation at work 404

Behavioral safety audits 429

Occupational safety management system and its 

diagnostics using rating audits

28

Training employees on occupational safety 8

Meetings on occupational safety 24

Employee training statistics

1089

824

407

98

tradesman

foreman

manager

other

Cherepovets Steel Mill invested RUB 10,037 thousand in 
occupational and industrial safety trainings and trained 2,501 

employees. 

Results of Labor Safety project: Reduction of LTIFR throughout 

Severstal

•  2011 12.5% reduction compared to 2010

•  2012 8.4% reduction compared to 2011 
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LTIFR in Severstal, 2010-2012
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НSevernaya and Komsomolskaya mines of Vorkutaugol installed 
Flexcom safety communications systems. Komsomolskaya 

successfully installed and tested German GESO early warning system to 
detect smoldering fi res on conveyors. We validated the effi ciency of this 
system and will install it in other conveyors of Vorkutaugol. 
Komsomolskaya deployed an advanced devolatilization well drilling 
technology which signifi cantly improved devolatilization and reduced 
methane levels. We introduced focused daily pre-shift occupational safety 
briefi ngs for underground and surface workers.

In 2012, Severstal hosted the fi rst joint occupational safety 
conference as a part of our Labor Safety project. Over 70 

representatives of our Vorkuta, Olenegorsk, Cherepovets and US businesses 
attended the conference. Conference participants reviewed the latest 
approaches to improving the occupational safety and gained practical 
experience with safety audits. 

Severstal Columbus, a member of Severstal North America, 
received Steel Manufacturers Association (SMA) safety award for 

zero LTIFR. Severstal North America signifi cantly improved its safety 
performance, with 42% improvement at Dearborn and 24% improvement 
at Columbus. Dearborn reduced number of long-term injuries by 15%. 
Columbus had zero long-term injuries. 

Domnaremont, a business of Severstal Russian Steel, purchased 
specialized equipment and safety systems for high-rise work as a 

part of its occupational safety program. These include interlocks, tripods, 
winches, interlocked anchor lines, safety tethers and other hardware. These 
convenient devices simplify our high-rise work and make it safer. 
Domnaremont is also planning to set up a service center that would 
inspect, repair and test personal protective equipment that is used to 
protect its employees from falls. Several employees will soon travel to 
Protect—the Polish manufacturer of personal protective equipment and 
high-rise safety hardware—and undergo certifi cation. The service center 
will provide services to Severstal businesses and third parties. In addition to 
purchasing safety devices, Domnaremont provides annual employee 
trainings on safe high-rise work practices at a special test site, performs 
behavioral audits, and follows best practices in occupational and industrial 
safety.

Karelsky Okatysh, a member of Severstal resources, purchased fi ve 
13 cubic meter Caterpillar – 993К front loaders. Their main purpose 

is to increase safety of haul truck operations. These front loaders are good at 
making safety banks helping to prevent haul trucks from falling over.
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Reducing Occupational Morbidity
We use a comprehensive set of organizational, sanitary, healthcare 
and technology tools to prevent occupational morbidity. Our 
consistent work in this area resulted in signifi cant reduction of 
occupational diseases.

Incidence of professional diseases, 2010-2012, Cherepovets Steel Mill
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Vorkutaugol investments in comprehensive industrial safety and 
work conditions improvement plans, thousand RUB

Comprehensive plan 
initiatives 2010 2011 2012 

Investments in prevention 

of dangerous and hazardous 

conditions 113, 943.8 16, 0718.3 44, 8919.0

Investments healthcare and 

wellness 47, 056.9 61, 518.4 33, 627.0

Incidence of professional diseases reduced by 40%
compared to 2011. 

Occupational Safety
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Emergency preparedness
Severstal continuously monitors risks of emergencies at potentially 
dangerous facilities to be prepared to respond to emergencies. 
We have emergency prevention and management, and disaster 
recovery plans in place.

Key areas and initiatives for emergency preparedness of Severstal 

Russian Steel in 2012:

•  Risk evaluation and emergency preparedness planning. Our businesses 
develop safety certifi cates for chemical, fi re and explosive hazards 
and hydro installations. Our emergency prevention and management 
procedures are refl ected in our disaster recovery plans.

•  Emergency communication. In 2012, we continued deployment of the 
new local notifi cation system based on innovative P-166M platform to 
ensure timely notifi cation of employees, management and emergency 
response services.

•  Employee protection from the effects of emergencies. We purchased 
6 thousand GP-9 gas masks in 2012 to protect our employees from 
hazardous substances.

•  Resource mobilization for emergency management. We signed 
agreements with Ecospas (Moscow) and MKU Center for Protection 
of Cherepovets Citizens and Lands (CZNTCHS) to ensure that we can 
contain and clean up oil spills. In 2012, we carried on our joint trainings 
with CZNTCHS emergency response service to improve the organization 
and effi ciency of our emergency response activities.

The main initiatives of Severstal Resources in 2012 included the 
following:

•  Tactical and emergency management trainings in Karelsky 
Okatysh. We used these trainings to fi ne-tune the coordination 
of multiple emergency response teams when they need to 
contain and clean up oil spills.

•  Fire extinguisher maintenance, cleanup and calibration of 
reservoirs, installation of lower explosive limit sensors and other 
technology initiatives at Olkon.

•  Inventory checks of emergency protection facilities at 
Vorkutaugol mines.

•  Fire trainings (all departments of Vorkutaugol organize fi re 
trainings at least twice per year).

•  Citywide tests of emergency notifi cation systems with an 
emergency drill in Vorkuta.

In 2012, Vorkutaugol implemented a series of safety programs to 
prevent workplace incidents, including High Rise Work Safety, 

Video Briefi ngs and Trainings on Work Safety, Key Safety Rules for 
Industrial Management, Safety Hour, 100% Alcohol Control, etc.

We consistently work on emergency prevention, effi cient 
management of emergencies and disaster recovery. This remains 
a priority for us in 2013, especially considering the aftermath 
of the tragic accident at Vorkutinskaya mine in February 2012 
that resulted from methane and coal dust explosion. 241 
employees returned to surface as prescribed by our emergency 
management plan, but 19 miners died and three more were 
injured. We fully cooperated with the government commission 
that was investigating this incident. Severstal experts are 
thoroughly studying the opinion of the commission as well as 
all circumstances of this tragedy to ensure that nothing similar 
happens in the future. Severstal and Vorkutaugol provided 
full support to the families of deceased. We paid more than 
RUB 44 million in compensations. Our employees donated 
additional 2,173,131.69 RUB to the families of deceased.
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Collaboration with Trade Unions on Occupational Safety
We work with trade unions on occupational safety issues. Our 
mutual obligations in this area are integrated in our collective 
bargaining agreements. Trade unions participate in development 
of occupational safety codes, workplace certifi cations, accident 
investigations and analysis of professional diseases. Our 
employees actively contribute to occupational safety initiatives 
through occupational safety committees (commissions) and 
trustees. Occupational safety committees (commissions) 
have equal number of employer representatives, trade union 
representatives and employees.

Cherepovets Steel Mill has had an Occupational Safety Committee 
since 2005. This Committee coordinates occupational and 

industrial safety management to ensure our compliance with the Labor 
Code of the Russian Federation. The main functions of the Committee 
include supervision of departmental occupational safety and industrial 
safety initiatives, analysis of workplace safety, consultations and 
development of solutions for occupational and industrial safety issues. 
Representatives of Severstal and its trade union participate in Committee 
meetings, and representatives of supervisory and regulatory authorities as 
well as other stakeholders are invited as well as needed. Cherepovets Steel 
Mill also has a system of occupational safety coordinators. We had 550 
coordinators in 2012. Representatives of Cherepovets Steel Mill fi nished 
1st and 3rd in the Best Occupational Safety Coordinator contest of 
Vologda Trade Union Federation (a part of the nationwide contest of the 
Federation of Independent Trade Unions of Russia). Mining-Metallurgical 
Trade Union of Russia ranked Cherepovets Steel Mill’s occupational safety 
coordinators among the best in the industry.

Territorial Agreement on Vorkuta Coal Businesses is an important 
instrument that gives trade unions an opportunity to infl uence 

wages, work conditions and occupational safety, as well as benefi t 
packages including mandatory benefi ts for dangerous and hazardous work 
conditions prescribed by applicable labor laws. The Territorial Agreement 
says that healthy and safe work conditions as well as preventive healthcare 
services for employees are a priority for the employer and the employees, 
the whole team and trade unions representing it. 

Supply Chain Responsibility
Severstal applies our occupational safety principles to our onsite 
contractors. Our divisions developed and took practical steps to 
implement this approach.

Heads of contractor organizations working with Severstal Russian 
Steel must ensure that their staff, including subcontractors, 
comply with industrial safety requirements set by applicable laws 
as well as internal corporate regulations whenever they work 
onsite. Individual structural units of Severstal Russian Steel inspect 
contractor activities to ensure that their operations and staff 
are in compliance with industrial safety rules and requirements. 
Violations by the staff of contractor organizations are reviewed 
by a special Commission on violations of industrial safety rules by 
contractors and fi nancial penalties.

Severstal Resources requires that its contractors onsite comply 
with the same occupational safety requirements that apply to 
division employees, including key safety rules, work regulations 
of individual departments, disaster recovery plans and other 
industrial safety requirements applicable to dangerous facilities. 
These requirements are communicated to employees of contractor 
organizations during onboarding briefi ngs, as well as initial and 
subsequent briefi ngs organized by contractors.

Heads of contractor organizations working onsite at Vorkutaugol 
participate in occupational and industrial safety meetings of 
Vorkutaugol and its departments. All agreements with contractors 
have mandatory clauses requiring compliance with industrial and 
occupational safety rules, as well as fi re, sanitary and other rules 
and regulations established by applicable laws of the Russian 
Federation and internal corporate regulations. In addition to 
the general agreement, the contractor also signs an additional 
Vorkutaugol Onsite Safety Agreement, whereby in order to 
maintain safety while onsite at Vorkutaugol, the contractor 
promises to ensure compliance of its representatives with the local 
regulations of Vorkutaugol, occupational safety requirements, 
industrial safety requirements and traffi c regulations established 
by applicable laws and statutes of the Russian Federation. We 
routinely subject our contractors to scheduled and unscheduled 
audits of their compliance with the federal legislation and our 
corporate standards in the area of industrial safety to ensure 
continuous monitoring of industrial safety requirements.

The environmental initiatives of Severstal follow the idea that 
stronger environmental performance helps to improve quality 
of life and also makes Severstal more competitive. We integrate 
our environmental objectives in our facility development and 
upgrade programs. We consistently develop environmental 
footprint reduction programs and involve all our employees in 
implementation of these programs.

Environmental protection
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In 2012, Russian businesses of Severstal invested 
US$ 121.1 million in environmental protection programs, more 

than twice as much as they did in 2011.

Initiatives planned and completed in 2012
Severstal Resources

•  Gas-piston thermal power plant at Severnaya mine was 
successfully launched in test mode. Impact: annual utilization 
of 28 million cubic meters of coalbed methane emissions at 
Vorkutaugol.

•  Vorkutaugol eliminated signs of internal fi res at three of its 
spoil banks; two spoil banks need to have signs of internal fi res 
eliminated as of the end of 2012.

•  Vorkutaugol completed the rehabilitation of the northern wall of 
Yun-Yaginskoye Deposit in 2012.

•  OAO Olkon reduced dust emissions from its tailing pond 
to ensure compliance with environmental requirements of 
residential areas of Olenegorsk.

Severstal Russian Steel

•  A series of improvements at our slag treatment plant reduced 
emissions of hydrogen sulfi de and other sulfur compounds.

•  Cherepovets Steel Plant installed dust-free coke discharge unit 
at coke battery #7. This unit will reduce emissions by 289 tonnes 
per year.

•  Cherepovets Steel Mill closed down wastewater outlets 8 and 9. 
This will reduce wastewater discharges in water bodies by 200 
thousand cubic meters.

•  Ash sludge pond #2 was reconstructed to prevent future 
increases of suspended solid emissions in wastewater 
discharged from outlet 3 to Koshta River.

Severstal International

Severstal Dearborn achieved full compliance with wastewater 
pollutant regulations.
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Policy and Management
The Corporate Environmental Protection Policy of Severstal 
contains the following commitments in the area of environmental 
protection:

•  Comply with applicable laws and regulations, and demand the 
same compliance from contractors working at our facilities.

•  Ensure that our production development plans comply with the 
Corporate Environmental Protection Policy.

•  Maintain transparent cooperation on environmental protection 
issues with all stakeholders.

•  Ensure that all levels of management focus on identifi cation and 
assessment of environmental risks, as well as reduction of their 
potential consequences.

The key components of our environmental responsibility include 
prevention of environmental contamination, participation in 
greenhouse gas reduction initiatives, conservation and rational use 
of energy and natural resources, and effi cient waste management.

We take environmental factors in consideration when we plan the 
expansion of our production. We invite all stakeholders to a public 
discussion of potential environmental effects of our projects.

We also demand that our suppliers fully comply with 
environmental laws and regulations. Our businesses include 
respective provisions in agreements with their suppliers.

Environmental matters are covered in our employee training 
programs. Our Welcome to Severstal online training course 
contains environmental components for all new employees. In 
2012, we provided environmental protection training to 6,879 
employees. A total of 11,543 employees received environmental 
protection training since 2009. In 2012, Severstal hosted the 
inaugural EcoFest conference—a training and teambuilding 
event for our environmental protection specialists—during 
the Environmental Protection Day. Representatives of our 
different businesses met each other and discussed changes in 
environmental laws and regulations, and the future development 
of our corporate environmental initiatives.

Severstal actively works with a wide range of stakeholders on 
various elements of environmental protection, and contributes 
to various environmental initiatives of business communities and 
professional associations, including international industry-specifi c 
initiatives.

In September 2012, representatives of local environmental 
organizations, including Friends of the Rouge, Southwest Detroit 

Environmental Vision, Alliance of Rouge Communities and ACCESS 
Community, visited a North American facility of Severstal in Dearborn. Our 
employees demonstrated our achievements in prevention of environmental 
pollution and atmospheric emissions, as well as management of water and 
energy resources and waste, to our guests. Environmental representatives 
took a tour of our facility and had a chance to see our state-of-the-art 
production equipment and green technologies in actions..

Environmental protection
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In November 2012, Severstal hosted an onsite meeting on 
environmental performance for government representatives. 

Representatives of regulatory authorities, including Head of 
Rosprirodnadzor Department in Vologda Oblast Andrey Dmitrievsky and a 
Prosecutor of Cherepovets Interdistrict Environmental Prosecutor’s Offi ce 
Svetlana Pavlenko, had an opportunity to inspect the progress of our 
environmental projects directly at Cherepovets Steel Mill.

СSeverstal is the only Russian participant of the innovative Future 
Steel Vehicle (FSV) project working together with 16 other world 

leaders on creating a new type of steel for future vehicles. The Future Steel 
Vehicle project will reduce atmospheric gas emissions throughout the 
whole useful life of the vehicle. The new steel unibody will provide for more 
than 35% weight reduction compared to modern cars, while the 
atmospheric emissions from the future vehicle will be reduced by nearly 
70% throughout its lifecycle. The Future Steel Vehicle will also be safer and 
will perform stronger, but will remain affordable thanks to the use of 
next-generation steel. This will help steelmakers to secure a strong 
competitive advantage over manufacturers of other materials used in the 
automotive industry, since the automakers will be able to fi nd effi cient 
responses to their challenges. This project unites the latest steel solutions 
and technologies, and more than 20 new types of high-strength steel 
including those that are scheduled for commercialization between 2015 
and 2020.

Investments in environmental protection initiatives *, 2009–2012

2009 2010 2011 2012

Severstal 

Resources, 

thousand RUB 216,519 130,994 656,058 523,682

Severstal 

Russian Steel, 

thousand RUB 971,488 2,129,799 967,970 2,421,195

Severstal 

International, 

thousand US$  18,539 39,240 26,424 26,778

* Includes OPEX and CAPEX

** Russian businesses

Progress and results of our key medium-term environmental projects

Expected Effect Projects Completion

1 Cherepovets Steel Mill

1.1 Reduction of inorganic dust emissions with less 

than 20% silicon dioxide content

Installation of a fugitive emission control system in converter plant 2014

Renovation of gas cleaning system at shaft furnace #1 including installation 

of bag fi lters

2013

Renovation of D-7 and D-7A aspiration systems at sinter plant 2, including 

installation of a bag fi lter

2013

Renovation of V-1 and V-2 aspiration systems of the initial mixing fi tter at 

sinter plant 2, including installation of a bag fi lter

2013

Installation of dust-free coke discharge unit at coke battery #7 to reduce 

emissions by 289 tonnes per year

2012 

(completed)

1.2 Reduction of naphthalene emissions Installation of naphthalene press off-gas treatment unit at the coke battery 

plant

2012 

(completed)

1.3 Reduction of ferroalloy dust emissions Rehabilitation of the aspiration system at ferrous alloy warehouse including 

installation of cyclonic separators

2012 

(completed)

1.4 Reduction of hydrogen sulfi de emissions Two-day outdoor storage of slag prior to its water-cooling 2012 

(completed)

Four-day outdoor storage of slag prior to its water-cooling 2012 

(completed)

Scientifi c research of further opportunities to reduce hydrogen sulfi de 

emissions from the granulated slag grinder of blast furnace 5

2014

1.5 Discontinuation of pollutant wastewater 

discharges from outlet 8 to Koshta River

Removal of outlet 8 2012 

(completed)

Discontinuation of pollutant wastewater 

discharges from outlet 9 to Koshta River

Removal of outlet 9 2012 

(completed)

Prevention of future increases of suspended 

solid emissions in wastewater discharged from 

outlet 3 to Koshta River

Rehabilitation and expansion of ash sludge pond 2 on the other side of 

Koshta River

2012 

(completed)

1.6 Ensuring full compliance with discharge 

regulations for outlet 10

Revamp of water discharge fi ltration station 2015
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Environmental protection

Progress and results of our key medium-term environmental projects

Expected Effect Projects Completion

1.7 Ensuring full compliance with discharge 

regulations for outlet 3 to Koshta River

Construction of wastewater treatment facilities and redesign of water loops 2018

1.8 Treatment of toxic materials Transfer of PCB-containing equipment to a specialized treatment 

organization

2024

1.9 Reduction of environmental footprint 

associated with industrial waste management 

Construction of a new industrial landfi ll 2021

1.10 Reduction of energy consumption to 5.55 Gcal 

per tonne of steel produced. (5.81 Gcal as of 

the end of 2012)

The long-term energy conservation program of Severstal for 2013-2020 

includes 140 investment, organizational and technology initiatives, with 48 

of them to be completed before 2016 We will save a total of 356 million 

cubic meters of natural gas (-0.25 Gcal per tonne of steel) and 54 million 

kWh of purchased electric power (-0.01 Gcal per tonne of steel) in order 

to reach the target energy consumption of 5.55 Gcal per tonne of steel in 

2016.

2016

2 Severstal Dearborn

2.1 Reduce pollutant emissions from converter 

plant

Approximately 50 technology and organizational initiatives 2013

3 Vorkutaugol

3.1 Reduce coalbed methane emissions and 

improve energy effi ciency

Construction of gas-piston turbine power plant at Severnaya mine 2013

3.2 Reduction of pollutant emissions from spoil 

bank fi res 

Compaction and insulation of overburden using inert materials at the time 

of their placement to spoil banks. There were no new fi res since 2011. Three 

out of fi ve spoil banks were reclassifi ed as nonburning

continuous

3.3 Reduction of pollutant emissions in pit water 

discharged to water bodies at Severnaya, 

Vorkutinskaya and Zapolyarnaya mines

A series of technology initiatives related to addition of new and upgrades of 

existing treatment facilities

2021

3.4 Rehabilitation of the northern wall of Yun-

Yaginskoye Deposit

2012

4 Olkon

4.1 Prevention of dust emissions from tailing pond 

banks leading to excessive concentrations of 

dust in Olenegorsk

Chemical suppression of dust at tailing pond banks

Biological rehabilitation of worked out areas of the tailing pond. 140 

hectares treated with a special chemical and approximately 50 hectares 

sowed with grass seed in 2011-2012. No excessive concentrations of dust 

were reported in 2012.

continuous

4.2 Reduction of sulfuric acid emissions from drier 

drums

Transition to dry treatment of drier drum off-gases to prevent sulfuric acid 

emissions

2015

4.3 Reduction of nitrous pollutants in quarry 

waters discharged into water bodies

Organizational and technology initiatives including construction of 

treatment facilities and cessation of use of environmentally hazardous 

explosives. Transition to new explosives reduced discharges of nitrous 

pollutants

2019

4.4 Rehabilitation of land at end-of-life Bauman 

quarry

Technical rehabilitation of overburden dump surfaces, ore transfer storage, 

railway roadbed and quarry operations site. Selective soil application

2012 

(completed)

5 Karelsky Okatysh

5.1 Reduction of sulfur dioxide emissions We are researching the most effi cient and economical solution to this issue 2015

5.2 Reduction of potassium and sulfate discharges 

to Lake Okunevoe

We are researching the most effi cient and economical solution to this issue 2013
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Use of Water Resources
Total water consumption, million cubic meters*

2009 2010 2011 2012

Severstal International 219,00 211,00 285,00 285,16

Severstal Russian Steel 84,90 89,07 87,14 82,75

Severstal Resources 53,32 58,87 62,57 53,33

*Including water from surface water bodies, coalbed water, pit 
water and water supplied by municipal utilities.

Water infl ow from natural sources to Severstal Resources 
businesses depends on natural factors beyond our control, such as 
underground water infl ow in underground mines and open pits or 
precipitation, because mining operations require the use of large 
hydro facilities. Natural water infl ow signifi cantly exceeds the needs 
of Severstal Resources businesses. As the result, excess infl ow is 
classifi ed as wastewater discharged to surface water bodies.

Cherepovets Steel Mill uses 93.7% of all our water, of which 60.1% 
are taken from Rybinsk Reservoir to replenish water cycle systems. 
Approximately 24.5% and 15.3% of water used are attributable 
to open pit infl ow at Belorucheyskoye Mining Department 
responsible for limestone mining in Cherepovets Steel Mill, and 
water from other organizations respectively.

In Severstal International, 98.4% of water use is determined by 
our Dearborn facility whose equipment mostly uses once-through 
cooling systems.

Our businesses are working on increasing amount of water in 
water loops to increase water reuse ratio, which is one of the key 
indicators of rational water use. For example, Cherepovets Steel 
Mill improved this ratio from 98.18% to 98.77% over the last 
decade, while Karelsky Okatysh and Olkon also demonstrate high 
performance at 97-98%.

Total amount of reused water, million cubic meters*

Division 2009 2010 2011 2012

Severstal Resources 484.01 514.46 538.87 574.86

Severstal Russian Steel 2,843.65 2,941.99 2,961.19 2,959.30

Severstal International 151.00 151.00 152.00 162.36

Wastewater discharge in water bodies, thousand tonnes
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Severstal Resources increased discharges by 23.8% in 2012 
due to 70% increase of wastewater outfl ow from Karelsky 
Okatysh tailing pond caused by strong spring fl oods and high 
precipitation. Increased discharges of Severstal Russian Steel 
were the result of high precipitation leading to larger outfl ow of 
wastewater and pollutants from ash sludge pond 2—the largest 
hydro facility of Cherepovets Steel Mill. Severstal International 
reduced wastewater pollutant discharges by 12.5% following the 
implementation of water protection initiatives at Dearborn.

Severstal Russian Steel

Cherepovets Steel Mill closed down two wastewater outlets in 
2012 and currently uses three remaining wastewater outlets. 
Annual wastewater discharge amounts to approximately 17 
thousand tonnes of pollutants. More than 80% of pollutants 
by weight are discharged through outlet 3 to Koshta River. 19 
pollutants are regulated in wastewater discharges of Cherepovets 
Steel Mill. Concentrations of some of these pollutants are slightly 
higher than permitted maximum, and we have been searching 
for an effi cient solution to this issue for several years. In 2012, 
we performed joint physical, chemical and biological monitoring 
with MISIS National University of Science and Technology to 
understand how we can control nitrous compounds, rodanides and 
cyanides at outlet 3. We will take necessary steps to prevent any 
discharges beyond the permitted maximum by 2019.

Cherepovets Steel Mill uses closed-loop water system including 
60 local water loops, a centralized fi ltration station and clarifying 
basins. This system reuses 98.77% of water and allowed us to 
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shut down fi ve out of 10 wastewater outlets in the past. We shut 
down two more outlets in 2012. As the result, 200 thousand cubic 
meters of run-off water and wastewater are sent to treatment 
stations and reused by Cherepovets Steel Mill. The use of river 
water will reduce by the same amount. In 2012, Cherepovets Steel 
Mill invested approximately 370 million RUB in water protection 
projects and ongoing maintenance of water management 
facilities.

Severstal invested 74,515.0 thousand RUB in upgrades of water 
treatment equipment at Izhora Pipe Mill, signifi cantly reducing 

negative impact on municipal wastewater treatment facilities.

Severstal Resources

One of the most sensitive features of Karelian environment is 
the Kenti-Kento lake and river system. Wastewater from the 
tailing pond of Karelsky Okatysh is the biggest factor affecting 
its sustainability. Highly mineralized outfl ow of the tailing pond 
comes from quarry infl ow, pulp from crushing and treatment plant, 
and natural precipitation. Okunevoe Lake is the fi rst water body in 
Kenti-Kento to receive the outfl ow of the tailing pond. Water gets 
to the lake from the tailing pond through the dam that separates 
them, and also during regular fl ushes. We launched a joint 
phytoremediation project with University of Eastern Finland to 
clean the outfl ow from the tailing pond. This experimental project 
is a part of ENPI (European Neighbourhood and Partnership 
Instrument) Karelia program. Overall project budget is €1 million. 
Russia, Finland and the European Union each fi nance one third 
of the project. Approximately 15 thousand willows of a special 
variety effective in taking up pollutants were planted on the 
edge of the tailing pond to study the applicability of this method. 
Municipal sewage treatment products and waste from the local 
paper mill are considered as potential fertilizers for the future 
willow plantation.

Vorkutaugol participated in the annual River Band environmental 
volunteering program, a joint program of the Ministry of Natural 

Resources and Environmental Protection of Komi Republic and the Komi 
Republic Authority of Rosprirodnadzor, for the second year in a row. Our 
employees were removing waste from the shores of water bodies located 
near Vorkutaugol facilities throughout the summer. More than 
250 employees participated in this program. They collected and removed 
approximately 160 cubic meters of scrap and waste, and cleaned the water 
protection zones of fi ve creeks and three fi shing rivers. Vorkutaugol 
consistently works on green initiatives and used this program of the Komi 
Republic as an additional tool of environmental protection. Recycling of pit 
water in preparation plants, including Pechorskaya Preparation Plant, 
helped Vorkutaugol to achieve signifi cant reduction of treated wastewater 
discharges to water bodies in Vorkuta. Vorkuta invested approximately 
RUB 22 million in water protection initiatives in 2012.

Severstal International

Severstal Dearborn achieved full compliance with wastewater 
pollutant regulations in 2012. Launch of the new PLTCM (pickling 
line and tandem cold mill) in 2011 reduced pollutant emissions by 
31.3% compared to 2011 level.

Atmospheric Pollution
Total emissions of atmospheric pollutants across all businesses of 
Severstal stayed virtually the same (+1.07%) compared to 2011. 
Severstal Russian Steel experienced a certain increase in pollutant 
emissions (+4.7%) due to changes in supply of raw materials for 
sintering production. The switch to iron ore concentrate from 
a new supplier required adding more coke to sinter charge, 
resulting in higher carbon monoxide emissions at baking stage. 
Carbon monoxide is the main pollutant in Cherepovets Steel 
Mill  emissions (80% of all emissions). It is considered a relatively 
safe pollutant. Emissions from Dearborn and Columbus facilities 
of Severstal International also increased (+10.9%) due to larger 
production volumes. At the same time, our North American 
businesses were able to contain and even reduce specifi c 
emissions. For example, high-effi ciency gas treatment facilities 
allowed Columbus to reduce specifi c emissions from 1.16 (in 2011) 
to 0.99 (in 2012) kilograms per tonne of products.

Atmospheric emissions of pollutants, thousand tonnes
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Severstal Resources signifi cantly reduced coalbed methane 
emissions at Vorkutaugol, which is responsible for up to 70% of 
overall emissions in this division. Vorkutaugol reduced emissions 
of methane, its main pollutant, due to less mining in methane-rich 
blocks. At the same time, increased production volumes of Olkon 
and Karelsky Okatysh affected their atmospheric emissions, which 
were higher in 2012 than a year before.

Environmental protection
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Severstal Russian Steel

Cherepovets Steel Mill developed and started implementing 
three large projects focused on reduction of particulate matter 
emissions, including RUB 3.6 billion fugitive emission control 
system for converters 1, 2 and 3; RUB 850 million renovation 
of electric blast furnace 1; and RUB 340 million renovation of 
rotary kiln 7 at the lime dolomite plant. Cherepovets Steel Mill 
is also working on a RUB 840 million aspiration rehabilitation 
project at its sinter production to further reduce particulate 
matter emissions. In addition to that, Cherepovets Steel Mill 
is working hard to reduce its hydrogen sulfi de emissions. This 
project is a joint effort with MISIS National University of Science 
and Technology. We started it three years ago and have already 
identifi ed international best practices and the main sources of 
emissions in our facility. We used a dedicated blast furnace site 
to conduct approximately 180 experiments and more than 2,000 
measurements of sulfur compounds in atmospheric emissions. We 
expect to reach our objectives end ensure our compliance with 
maximum permitted emission levels by the end of 2015.

Severstal Resources

Vorkutaugol is preparing to launch two combined cycle gas-piston 
plants, rated at 11.6 MW and 5.8 MW respectively, at Severnaya 

deep coal mine this year. These power plants will consume approximately 
28 million cubic meters of coalbed methane to generate heat and power 
for the mine, which will result in the annual reduction of greenhouse gas 
emissions by 470,000 tonnes of carbon dioxide equivalent.

Vorkutaugol actively works on addressing the issue of burning spoil 
banks deteriorating the environmental conditions in Vorkuta. Burning 
spoil banks at Vorkuta are the result of ineffi cient overburden stacking 
technology. Residual coal in overburden reacts with oxygen leading to 
high-temperature oxidation and atmospheric emissions of pollutants, 
including carbon monoxide, sulfur dioxide, hydrogen sulfi de and 
nitrogen oxides. This problem did not receive suffi cient attention 
before Severstal came to Vorkuta in 2003 and negatively affected the 
environmental conditions. There are no new spoil bank fi res because 
our businesses that do not have their own preparation plants send 
everything they mine to Pechorskaya Preparation Plant that ensures 
full extraction of coal. Vorkutinskaya and Severnaya mines have 
their own preparation plants and stack overburden in layers isolated 
with fi re retardant materials, in full compliance with technology 
requirements. This prevents any reaction with oxygen. Severstal 
continuously monitors spoil banks and takes all the necessary 
measurements. Vorkutaugol invested more than RUB 600 thousand 
to address the burning spoil bank problem in 2012.

The main environmental concern with Olkon is dust from tailing 
surfaces. We use chemical dust suppression technologies in active 

areas and perform biological rehabilitation of worked out areas. Murmansk 
Hydrometeorology Authority data indicates that dust levels in summer 
2012 were 40% lower than in the same period of 2010.

The magnetic separation system (MSS) installed at Karelsky 
Okatysh several years ago to treat raw materials decreased sulfur 
dioxide emissions. Rock with excessive contaminants, including 
sulfur compounds, is no longer used in technology process. It is 
removed before the baking stage, which is the largest source of 
emissions at this facility. The MSS improved the effi ciency of haul 
trucks, which now use less fuel per unit of product, saving money 
and also reducing atmospheric emissions.

Severstal International

In 2012, Severstal Dearborn installed a state-of-the-art monitoring 
station for real-time measurement of sulfur dioxide content in off-
gases from blast furnace measurement of sulfur dioxide content in 
offgases from blast furnace С.
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Land Use and Waste Management
Waste management in 2012 (tonnes)

Indicator
Severstal 

Resources
Severstal 

Russian Steel
Severstal 

International

1. Total waste 

produced 212,995,218 7,599,370 424,870

including:     

overburden 177,417,244 494,544 0

tailings 30,580,083 0 3,684

2. Amount of 

waste recycled in 

production 29,367,440 6,208,932 0

3. Amount of 

waste neutralized 

in production 64 89,527 0

4. Amount of 

waste stored onsite 183,632,056 979,494 0

including:

within permitted 

limits 183,632,056 979,494 not applicable

beyond permitted 

limits 0 0 not applicable

including (out of 
line4.):    

overburden 157,106,258 371,517 0

tailings 26,412,639 0 0

5. Amount of 

waste transferred 

to third-

party waste 

management 

facilities: 33,184 318,742 421,788

including:

for utilization: 30,519 293,968 43,108

for neutralization: 84 1,518 0

for storage: 0 6,598 0

for burial: 2,581 16,656 378,680

Of those stored 
and buried:

within permitted 

limits 25,305 23,089 not applicable

beyond permitted 

limits 0 165 0

Waste disposal, thousand tonnes
(Excluding overburden and tailings produced by Severstal Resources.)
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Severstal Resources produced and disposed of more waste than 
before due to increased production at Karelsky Okatysh and 
Olkon, where overburden and tailings represent 99% of all waste 
by weight. Unfortunately, lack of large construction companies in 
the regions of our resources businesses severely limits our ability 
to process our waste and transfer it for utilization. However, in 
2012 we more than doubled the amount of waste transferred for 
utilization, from 14 to 29 million tonnes.

Cherepovets Steel Mill is the largest contributor to our waste 
management trends, and its reduced production volumes led to 
9% lower waste production compared to previous year. Double 
the amount of waste transferred for utilization is the achievement 
of Belorucheyskoye Mining Department, a resources business of 
Cherepovets Steel Mill that resumed excavation in 2012. Main 
types of waste from steelmaking include blast furnace slag and 
steelmaking slag, which are treated and sent to construction 
and roadbuilding companies for utilization. Cherepovets Steel 
Mill ensures treatment and utilization of approximately 96% of 

Environmental protection
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all waste, so only the remaining 4% are stored at the dedicated 
storage sites. Severstal International reduced its waste disposal 
due to completion of construction work at Columbus and 
technology improvements.

Severstal Russian Steel

Cherepovets Steel Mill installed the fi rst stage of a coke tar 
processing facility at its coke battery plant. The tar will be 
processed into premium quality chemical raw materials, such 
as vacuumized pitch, naphthalene and technical oils, for the 
international market. This facility will be operated by Severtar, our 
joint venture with Rutgers. It will use state-of-the-art technologies 
meeting the latest environmental protection standards.

Dneprometiz, a Ukrainian company of Severstal Metiz, launched a 
new section for non-acid removal of dross from the surface of wire 
products, thus minimizing the need for neutralization of dangerous 
waste (worked-out pickling baths) and improving work conditions.

In addition to onsite environmental program, Cherepovets Steel 
Mill helps to landscape the City of Cherepovets. More than two 
thousand trees, 32 thousand shrubs and 20 hectares of lawns were 
planted in Cherepovets between 2005 and 2012.

Severstal Resources

Olkon applied chemical suppressant to 50 hectares of dusting 
surfaces and started biological rehabilitation of 5 hectares of 
worked out areas in 2012. Karelsky Okatysh has been reinforcing 
the edges of its tailing pond with overburden rock for several years 
to use production waste more effi ciently, improve tailing pond 
safety and reduce atmospheric emissions of particular matter 
from surfaces prone to dusting.

In 2012, Severstal Resources used 10.8 thousand hectares of 
land disturbed by production activities. These include active 

quarries, spoil banks, and temporary roads and sites used by 
facility infrastructure. Project documentation and mining licenses 
defi ne the rehabilitation effort required after the end of useful 
life of deposits and their individual sectors. Rehabilitation usually 
includes two phases—the technical phase of terrain planning, and 
the biological phase that includes soil and plant installation.

In 2012, Vorkutaugol used 16.4 million tonnes of overburden for 
the technical rehabilitation of lands disturbed by development of 
the northern wall of Yun-Yaginskoye coal deposit. Rehabilitation 
started in 2012 Q4 and will use 17,400 cubic meters of fertile soil. 
Overburden from Olkon and Karelsky Okatysh is processed into 
crushed stone and used in road building.

In 2012, Karelsky Okatysh signed an agreement with a specialized 
contractor for comprehensive engineering research and project 
delivery in order to rehabilitate the site of former landfi ll located 
in the area of its responsibility. Once the project is designed and 
approved by the government authorities, 6 hectares of land will be 
rehabilitated.

Severstal International

Severstal Dearborn continued phasing out PCB-containing 
transformers, with scheduled completion in 2015.

.
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Comprehensive Energy Conservation Program
Severstal launched the Comprehensive Energy Conservation 
Program in 2000. This program is focused on achieving the world-
leading power consumption per tonne of steel produced, reducing 
manufacturing costs using state-of-the-art energy conservation 
technologies, improving energy safety and reducing greenhouse 
gas emissions.

The program covers the following areas:

•  Deployment of energy conservation technologies and 
equipment.

•  Utilization of waste energy.

•  Renovations and upgrades.

•  Installation of electricity metering, monitoring and analysis 
systems.

This program helped us to focus all components of our 
management system on improving the use, distribution and 
production of energy resources at all stages. This approach helped 
us to achieve signifi cant reduction of spending on purchased 
energy resources, including gas and electricity. The ultimate goal 
of our energy saving program is to reduce our specifi c energy 
consumption by 17% from 2000 level.

We communicate with project participants and other stakeholders 
in different ways, including the following:

•  Presentations of program results and discussion of current issues 
on staff meetings.

•  Publications of intermediate program results in the media.

•  Program presentations at round tables, conferences and other 
business forums.

•  Employee trainings.

Our primary objective in energy conservation is to reduce 
steelmaking power consumption to 5.55 Gcal/tonne by 2016.

Key 2012 results of Cherepovets Steel Mill program

•  Industrial electricity consumption at Cherepovets Steel Mill was 
5,561.8 million kWh in 2012, which is 4.5% less than in 2011 
and 10.2% less than in 2000.

•  Share of our own energy in overall 2012 consumption was 59%, up 6.4% 
from 2011. We were able to generate more energy internally due to 
improved waste utilization.

•  In 2012, we used 2,220.1 million cubic meters3 of natural gas, which is 
89% of our 2000 consumption.

Energy consumption per tonne of steel, Gcal/t

2000

7.02 7.00
6.70

6.41 6.26 6.10 6.05 5.96 5.88 5.87 5.70
5.62

5.81
5.55

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2016
forecast

* Energy consumption per tonne of steel increased from 2011 due 
to 7% drop in production volumes in 2012.

Industrial electricity consumption, 2000-2012, million kWh
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Key Energy Effi ciency Initiatives
Severstal Russian Steel

Between 2008 and 2012, Severstal fi nanced the following projects 
focused on energy effi ciency and reduction of greenhouse gas 
emissions during the fi rst commitment period of Kyoto Protocol:

Project description Project objectives 
and results between 
2008-2012

Expected 
outcome

Replacement of open 

hearth furnaces with 

electric arc furnaces 

Construction of shaft 

furnace 2.

Reduction of 

climate footprint of 

steelmaking processes 

through transition to 

more energy effi cient 

technologies

Result: reduction 

of emissions by 

3.17 million tonnes of 

СО2 equivalent.

Total between 

2013-2020: 

6.2 million 

tonnes of СО2 

equivalent.

 1. Construction of coke 

battery 3 with a dry coke 

quenching plant.

2. Construction of blast 

furnace 4 and gas-fi red 

non-compressor turbine.

Modernization of 

hot metal production 

using a new energy 

effi cient technology

Result: reduction 

of emissions by 

2.18 million tonnes 

of СО2 equivalent.

Total for 2013-

2020:

4.12 million 

tonnes of СО2 

equivalent.

Construction and 

operation of air separator 

at Air Liquide Severstal 

joint venture to produce 

compressed technical 

gases, such as high-

pressure oxygen and 

nitrogen

This facility saves 

nearly 30% of energy 

compared to standard 

process.

Result: reduction 

of emissions by 

0.51 million tonnes of 

СО2 equivalent; 19 

MW of savings per year.

Total between 

2013-2017: 

0.47 million 

tonnes of СО2 

equivalent

Emission reduction data related to steel, hot metal and coke 
production processes includes greenhouse gas emissions from the 
following sources:

•  Emissions associated with the use of raw materials (coke, 
limestone, sinter charge, pellets, electrodes, etc.).

•  Fuel (gas) combustion.

•  Steam generation.

•  Greenhouse gas emissions associated with the Russian energy 
system.
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Power Consumption and Energy Effi ciency
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Cherepovets Steel Mill successfully launched Air Separator 12 in 
December 2012. This separator uses the latest energy effi cient 

technologies and will contribute to reduction of our climate footprint by 
cutting our CO2 emissions by 24,000 tonnes per year.

Severstal Resources

One of the most signifi cant projects of Komi Republic investment 
program is the construction of a coalbed methane combined 
cycle power plant. This innovative project is unique in Russian coal 
industry because the power plant will use fuel with relatively low 
and highly variable concentrations of methane, between 25% and 
70%.

This project will reduce our climate footprint because we will 
utilize coalbed methane instead of releasing it to the environment. 
The new power plant will reduce annual methane emissions by 
0.5 million tonnes of carbon dioxide equivalent. Financial benefi t 
and energy effi ciency: this is one of the key energy effi ciency 
projects for Severstal. It will help Vorkutaugol to achieve signifi cant 
savings on heat and electricity, and to reduce its dependency 
on energy price hikes. Rated at 18 MW of electric power and 
15 Gcal/h of heat generation capacity, the new power plant will 
provide all the electricity and approximately 60-80% of heat that 
Severnaya mine will need.
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The fundamental principle of Severstal’s external social program 
policy is refl ected in our corporate slogan, Achieve More Together. 
We design tools for multifaceted cooperation focused on 
addressing specifi c social issues and on developing the inherent 
potential of our regions. Together with government authorities 
and local communities, Severstal helps to address pressing 
social issues, invests in social infrastructures of our regions, and 
helps to create favorable social environment for implementation 
of our long-term development strategy. We are consistently 
raising the level of employee involvement in the planning and 
implementation of Severstal’s external social programs.

Severstal invested more than US$ 79 million in social and 
charitable projects in 2012.

Our corporate policy on the management of external social 
programs is based on Severstal’s corporate mission, strategy and 
values. It also follows the approaches integrated in international 
codes and social responsibility standards.

Our external social programs are focused on the following:

•  Development of our partnership with government authorities 
and local communities—on development of social and 
economic potential of our regions, and on improvement of 
standard of living of our employees and the local communities

•  Development of social potential and energizing local communities

•  Preservation of cultural heritage and support for culture

•  Reinforcement of corporate culture through engagement of employees 
in implementation of important social projects

•  Reinforcement of Severstal’s brand as a socially responsible company

•  Promotion of the latest standards in corporate social responsibility

The following principles apply to the management of Severstal’s 
external social programs:

•  Commitment to consistent principles and approaches in this 
area

•  Balanced mix of Russian nationwide and regional, and 
international projects

•  Consideration for local social circumstances of the regions of 
Severstal businesses

•  Discussion and productive collaboration with all stakeholders

At the corporate level, our external social programs are 
coordinated by our CSR department, which is responsible for 

defi ning corporate priorities, designing strategy and tactics for 
the implementation of CSR policy, and supporting individuals 
responsible for for the management of external social projects at 
our businesses. Divisional Chief Executives review and approve 
plans and budgets of social programs at divisional level. HR 
directorates of individual businesses implement corporate social 
policies, and coordinate projects and programs delivered by non-
profi t organizations and other partners.

Objectives and formats of our strategic cooperation with 
educational, cultural, sports and non-government organizations 
are refl ected in our charitable support and sponsorship 
agreements, and also in documentation of respective Boards of 
Trustees.

The main areas of Severstal’s cooperation with the regions 
and responsibilities of the parties involved are included in the 
social and economic agreements that we sign with the regional 
authorities. Severstal has had such agreements with the 
governments and local administrations of Komi Republic, Vorkuta, 
Vologda Oblast, Saratov Oblast and several municipalities. In 
2012, Severstal and the Government of Volgograd Oblast signed 
an agreement on further cooperation on development of investor 
activity, new technology implementation, and delivery of social 
programs in the oblast.

Vorkutaugol and the City of Vorkuta based their agreement on 
their joint social and economic development program for the city. 

This program focuses on addressing the most important issues related to 
stabilization of social and economic conditions in Extreme North, 
modernization of social environment and improved citizens’ quality of life. 
The program defi nes key principles of cooperation between local 
administrations and Vorkutaugol, the principal employer in the city, on 
mining industry development and the social development of the city. 
Severstal will continue upgrading our facilities, with primary focus on 
industrial safety and the effi ciency of mines and service businesses. The 
agreement also defi nes the priorities of the city, including effi cient use of 
natural resources, rehabilitation of transport infrastructure, and active 
innovations. City administration and the management of the mining 
company jointly work on improving the standard of living and prosperity of 
citizens.

Government of Saratov Oblast and Severstal Balakovo Long 
Product Mill signed a cooperation agreement defi ning the key 

areas of their collaboration on social and economic development of the 
oblast, including Balakovo Municipal District. Under this agreement, 
Severstal Balakovo Long Product Mill will support the participation of local 
companies and professionals in this project (with consideration for the 
capabilities of local construction industry), support regional and municipal 
social programs, establish grants for small and medium businesses 
developing and deploying new technology.

External Social Programs of Severstal: Policy and Management
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In 2012, Severstal focused in improving the effi ciency of social 
investments using approaches of the Business System of Severstal. 
Our social projects and initiatives are very targeted and focused 
on supporting Severstal’s strategy and social development of 
our regions. We follow our standardized corporate approaches to 
these projects. Our businesses are currently testing the Corporate 
Standard for the Management of Sponsorships and Charitable 
Activities that we developed in 2012.

Severstal consistently deploys new tools to improve our social 
performance in order to secure our leadership in effi ciency of social 
investments. Since 2011, severstal uses the provisions of ISO 26000 

international standard, Support for Local Community Development 
section, for self-evaluation of our external social program 
management as a part of the annual Corporate Social Responsibility 
and Sustainable Development report preparation cycle.

In 2012, Severstal developed time-proven highly effi cient social 
programs and implemented new practices. For example, we 
replicated our Way Home program initially designed and launched 
in Cherepovets in four additional regions. We continued supporting 
cultural programs. We also moved into new areas, such as corporate 
volunteering or development of effi cient social partnerships, to 
research and apply international best practices in CSR.
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Integration of social responsibility principles 
in the management of external social 
responsibility programs

Completed initiatives Scope of initiatives (mapped to ISO 26000 core 
subjects) 

Compliance of defi nitions, general and special 

principles used by Severstal for its social 

involvement with local communities with ISO 

26000 standard

Integration of social responsibility 

implementation processes, systems, structures 

and mechanisms in programs designed for local 

communities

Development and discussion of internal 

documents on social investments (External 

Social Program Management Policy, Corporate 

Standard for the Management of Sponsorships 

and Charitable Activities)

Development of multifaceted partnership 

tools to address regional social and economic 

development issues

Development of competitive selection procedures 

for charitable support

External audit of charitable programs and 

research of social issues in Cherepovets, 

Cherepovets District and Vologda Oblast

•  Community involvement 

•  Social investments

•  Job creation and skill development

•  Education and culture

•  Health

•  Technology development and access

•  Creation of wealth and income

Development of social responsibility awareness 

and competencies, and facilitation of information 

exchange with stakeholders

Promotion of Severstal’s divisional best practices 

in social project management among internal 

and external audiences

Organization of the CSR: Boundaries and 

Dimensions conference, and the fi rst corporate 

workshop on social project management based 

on Severstal’s corporate social responsibility 

research with European University in St. 

Petersburg

Creation of the Resource and Methodology 

Center for Way Home Program for 

Comprehensive Prevention of Child Neglect and 

Social Orphanhood

Deployment of organizational performance 

analysis and improvement tools in this area

Self-assessment against ISO 26000 provisions

Key results of 2012 self-evaluation for external social program management against ISO 26000
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Severstal received several awards for quality and effi ciency of 
our external social programs:

2012 Leading Corporate Donors Award (PWC, Vedomosti, Donors 
Forum):
•  winner in the Best Program Demonstrating Corporate 

Social Responsibility Policy and Social Investment Principles 
nomination (Agency for Urban Development).

• Best Russian Businesses Award of the Russian Union of 
Industrialists and Entrepreneurs:

•  Winner in the Agility, Effi ciency & Responsibility nomination for 
Severstal’s contribution to demographic development.

• Osnova Rosta Award for support of small and medium 
businesses (a joint project of the Ministry of Economic 
Development, RSPP and Russian Chamber of Commerce and 
Industry):

•  Agency for Urban Development, a joint project of Severstal and 
City of Cherepovets, received a special award for its contribution 
to development of regional entrepreneurship.

• Assistance—2012 Russian Nationwide Non-Profi t Social Project 
Contest (Agency for Strategic Initiatives):

•  our Way Home program was the regional winner.

• Way Home program also received several other awards and 
prizes:

•  Child’s Right to Family Professional Commendation and 
2nd Prize in the Best Regional Advertising and Information 
Campaign nomination of Together for Children! national expo  
(Foundation for Support of Children in Hardship).

•  Our “Children” hotline received the highest competence 
recognition of the Listen to Child national professional contest 
of children hotlines. NFPCC (National Foundation for the 
Prevention of Cruelty to Children) ranked our program among 
the top fi ve hotlines in Russia.

2015 External Social Programs Roadmap
•  Design and implement targeted programs supporting Severstal’s 

corporate development strategy and improving our contribution 
to resolution of regional, nationwide and global challenges

•  Organize and develop discussion with stakeholders focused 
on creating a sustainable social foundation for our corporate 
initiatives

•   Improve effi ciency of social programs as follows:

•  Establish a corporate policy for external CSR program 
management

•  Involve employees in design and implementation of external 
social programs

•  Partner with government authorities, business partners, 
professional associations and NGOs on delivery of CSO projects

•  Apply effi cient models of social programs to all company 
businesses taking individual regional aspects into consideration

•  Organize CSR knowledge management and improve the 
management training system for CSR using international best 
practices

•  Maintain high transparency: prepare annual Corporate Social 
Responsibility and Sustainable Development Report and 
biannual Severstal: Sustainable Development reports, and 
contribute to wordlsteel’s report on sustainable development of 
steelmaking industry.

External Social Programs of Severstal: Policy and Management
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Programs and Results
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The key objective of our external social programs is to support 
our corporate development strategy through favorable social 
environment in our regions. Severstal works with regional and 
local authorities and invests in improving the standard of living of 
people who live in the cities where our businesses are located.

In 2012, Vorkutaugol invested more than RUB 20 million in 
important social projects in Komi Republic. We used this money to 

support education, healthcare, culture, sports and landscaping in Vorkuta, 
as agreed with local authorities. We provided fi nancing to public 
educational and healthcare institutions, and youth sports schools.

As the largest employer and taxpayer in Cherepovets and Vologda 
Oblast, Cherepovets Steel Mill also contributes to development of 

this region through sponsorships and charitable projects. Our priority 
programs include support for wellness and sports. Every year, Severstal 
invests RUB 98 million in youth hockey, including approximately 
RUB 43 million to support the youth hockey school in Cherepovets and 
RUB 55 million for Almaz youth hockey team. Hockey school sponsored by 
Severstal has approximately 670 young students.

Severstal sponsors Hockey Club Severstal whose objectives include 
training athletes at the top competitive level and organizing their 

participation in nationwide and international events. Severstal Sports Club 
trained 33 international masters and 330 national masters.

In May 2012, Severstal started building a water park in 
Cherepovets to support health, wellness and family values. The 

new water park will serve up to 300,000 guests per year. The new 
3,740 square meter water park opened its doors in 2013.

Severstal and Balakovsky District Administration co-fi nance the 
rehabilitation of a school in Bykov Otrog hamlet. On September 1, 

2013, the school was ready to accept up to 40 preschool students. It was 
an important event for the hamlet since it did not have any preschool 
facilities for the last four years after the previous kindergarten building was 
deemed unfi t for service.

Karelsky Okatysh fi nances the annual upkeep of Druzhba Culture 
and Sports Center that hosts events for more than 90,000 guests 

every year. Karelsky Okatysh also supports children’s educational 
institutions, sports clubs and schools, as well as organizations for veterans 
and persons with disabilities.

Olkon supports various festivals, sports and cultural events favored 
by many citizens of Olenegorsk.

In the nearest future, we are going to complete the relocation 
program supported by Severstal for the families of deceased 

miners who used to live in Komi Extreme North. The relocation list includes 
138 families. We allocated more than RUB 211.2 million to purchase 
apartments for them. Vorkutaugol paid half of this money. Komi Charitable 
Initiative Foundation was selecting and purchasing apartments under this 
program. Families received more than 300 relocation offers. Apartments 
are located in more than 30 regions of Russia. The most popular 
destinations include Moscow, Belgorod, Yaroslavl and Nizhny Novgorod 
oblasts. Six families decided to stay in Komi.

Education support remains a social priority for Severstal. In April 
2012, we launched a new joint project of Severstal, Vologda 
Oblast administration and regional educational institutions. SSM 
Tyazhmash, a machinery subsidiary of Severstal, became a new 
experimental machinery test site. We started training the fi rst 
group of vocational school students here. These students are 
trained to become machine operators, welders and mechanics, 
and work on real orders under instructor supervision. This project 
focuses on training highly skilled tradesmen for the machinery 
industry of Vologda Oblast.
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Social Projects

We pay special attention to projects focused on social 
development of our regions that help people to fi nd effi cient 
ways for professional and social achievement. The Agency for 
Urban Development established by Severstal and the City of 
Cherepovets became a benchmark project in this area. The Agency 
was established in 1999 together with the City of Cherepovets to 
foster development of small and medium businesses. The Agency 
runs a series of integrated support programs for new and existing 
entrepreneurs starting from the business concept to development 
of a business plan to advising entrepreneurs at all stages of their 
business development.

In 2012, the Agency helped to create 192 new businesses (mostly 
in service, trade, manufacturing and construction industries) and 
1,860 new jobs, and also to protect 701 jobs in existing businesses 
in Cherepovets.

One of the 2012 projects of the Agency for Urban Development 
was the integration of online Order Catalog of Vologda Oblast 

Businesses hosted in the web portal of Cherepovets Agency with the online 
trading system of Cherepovets Steel Mill at  http://supply.severstal.com. 
This integration provides local businesses with detailed information about 
all procurement tenders of Severstal. All they need to do is login to the 
online Order Catalog of Vologda Oblast Businesses. When visitor selects a 
service, they are automatically redirected to Severstal’s Online Trading 
System (OTS) where they can register and submit a tender bid for a 
particular service. Website integration was a joint project of Severstal and 
the Agency for Urban Development, and another step in implementation 
of the agreement between Severstal and the Governor of Vologda Oblast 
on support of regional small and medium businesses. Cherepovets Steel 
Mill currently works with 210 service providers, 55% of which are local small 
and medium businesses, mostly from Cherepovets. Average quarterly 
amount of our business with these suppliers is RUB 635−650 million.

Social programs of Severstal rely on 
Russian and international best practices and use strategic 
planning tools, stakeholder coordination systems and competitive 
investment target selection process in order to ensure their 
sustainability. Severstal replicates successful solutions into other 
regions where we work.

Geographic expansion of Way Home project

2013
Olenegorsk2012

Kostomuksha

Balakovo

Veliky Ustyug 2011
Vorkuta

2009
Vologda

Oblast

2006
Cherepovets 

Way Home is a comprehensive child neglect and social 
orphanhood prevention program designed and launched in 
2006. Supported by city administration, this program united and 
engaged nearly all citizens of Cherepovets who could contribute 
to addressing these issues. Severstal Chief Executive Alexey 
Mordashov initiated this program and now patrons it personally. 
In 2009, we expanded this program from the city to the region, 
and in 2011, we added other regions of Severstal (Vorkuta, 
Kostomuksha, Balakovo, Veliky Ustyug). In 2013, the program 
was expanded to Olenegorsk. Over 6,5 years, this program 
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prevented 103 placements for adoption and eliminated threats 
to life and health of more than 3,887 children. Way Home helped 
254 orphans to fi nd new families. In 2012, Severstal invested 
RUB 39 million in Way Home projects in our regions.

Development of Way Home program in 2012:

•  We arranged seven workshops, 15 webinars and a conference 
with the leading Russian and international experts for socially 
oriented non-profi ts.

•  We created the Volunteering in Prevention of Social Orphanhood 
brochure.

•  More than 320 people (employees and volunteers of 95 socially 
oriented non-profi ts and 25 municipalities) from 21 regions of 
Russia participated in training events.

•  We conducted external audit of charitable programs and 
researched social issues in Cherepovets, Cherepovets District 
and Vologda Oblast.

•  In 2012 and 2013, we are working on the Children of Krasavino 
(a city in Veliky Ustyug District of Vologda Oblast) project 
focused on reducing social tension in the region and stabilizing 
underprivileged families.

Way Home evolved into a school of social partnership. Its partners 
include Russian Ministry of Economic Development, Foundation for 
Support of Children in Hardship, National Charity Fund and Lukoil 
Charity Fund. Severstal employees and citizens of Cherepovets 
make donations to this program. Overall, this project received 
RUB 25,410,730 in donations from its partners:

 – RUB 15,305,371 from the Foundation for Support of Children in 

Hardship

 – RUB 8,255,359 subsidy from the Russian Ministry of Economic 

Development (for Resource and Methodology Center, and 

Conversation Between Generations programs);

 – RUB 1,600,000 grant of the National Charity Fund to support 

Children of Krasavino project in 2012-2013.

 – RUB 250,000 donation from Lukoil.

Way Home Charitable Foundation of Severstal was the winner of 
National Charity Fund’s grant contest for non-profi t organizations. 

The Foundation received RUB 1,600,000 government subsidy to support 
underprivileged families in Krasavino municipality (Veliky Ustyug District, 
Vologda Oblast) in 2012 and 2013. We will use the Children of Krasavino 
grant of the National Charity Fund to support the Harmony social 
orphanage that is already working on child neglect and social orphanhood 
prevention programs, supported by Way Home Charitable Foundation and 
fi nanced by Severstal and SVEZA-Les. These projects include Emergency 
Social Response (support for youth whose life or health are under threat, 
and for underprivileged families), Art of Living (support for families with 
children with congenital disorders), Step Forward (support for families with 
children returning from rehabilitation centers).

Our Children of Krasavino grant project provides organized full 
board daycare for underprivileged families and children, youth 

employment opportunities, personalized advice, support groups, as well as 
family events focused on personal, social and cultural development. We will 
deploy social technologies developed by Cherepovets Way Home 
specialists for psychological rehabilitation. We are also planning to 
purchase fi tness equipment, children furniture, children play center and 
sensory room for rehabilitation and development.

This project will help the city and the region to prevent further 
growth of parental rights terminations and child neglect cases, and 

to reduce social tension in the city.
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Support of Culture

Severstal has been a partner of the leading Russian museums and 
theaters for many years. Support of culture has become a part of 
Severstal’s brand.

We organized 41 events in 12 Russian cities under 
our culture and arts support program in 2012 alone. 

In 2012 we continued our partnership with Bolshoi Theatre 
(Moscow), Russian Museum (St. Petersburg), State Tretyakov 
Gallery (Moscow), Pushkin Museum of Fine Arts (Moscow), State 
Historical Museum (Moscow), Valery Gergiev’s Moscow Easter 
Festival, Cherepovets Museum Association (Cherepovets), Kirillo-
Belozersky Museum-Preserve (Kirillov), Museum of Dionisy Frescoes 
(Ferapontovo, Kirillovsky District), Vologda Museum and Reserve 
(Vologda, Semenkovo), Radishchev Arts Museum (Saratov) and 
Balakovo Art Gallery (Balakovo).

We continued our traditional support of the Golden Mask Theater 
Festival that brought the best Russian theatrical performances to 
Moscow, Riga and Cherepovets.

Severstal sponsored the Embroidered Trimmings exhibition in the 
Russian Museum, supported the Children’s art studio, and a project 
on technical equipment for exhibition halls in Tretyakov Gallery.

In 2012, supported by Severstal, Art That I Live With, an exhibition 
of Russian artworks from Mikhail Baryshnikov’s collection opened 
at the ABA Gallery, New York. This is the fi rst time that so many 
works from the legendary dancer’s collection have been shown to 
the public.

In 2012 we continued to work with the Museums of Russian North 
grants program focused on reviving the regional arts museums. 
We organized the third grants contest among the museums of 
North-Western Russia as a part of this program (the fi rst grants 
contest took place in 2007). Five museums from Vologda region, 
Komi Republic and Republic of Karelia won the 2012 contest. 
We solicited grant applications from museums in 12 regions. 
The winners were selected by the jury including Head of Culture 
Committee of Novgorod Oblast S. Bogdanov, Minister of Culture 
of Republic of Karelia E. Bogdanova, Director of Ostankino Palace 
G. Vdovin, Minister of Culture of Arkhangelsk Oblast L. Vostryakov, 
Deputy Head of Government of Kirov Oblast A. Galitskikh, Head 
of State Culture Committee of Pskov Oblast A. Golyshev, Head of 
VOOPIK G. Malanicheva, Minister of Culture of Komi Republic A. 
Rudolf and Head of Culture and Heritage Protection Department 
of Vologda Oblast V. Chubenko. The jury was headed by Russian 
Minister of Culture V. Medinsky. In 2013, Severstal announced a 
new grant competition.
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Cherepovets Virtual Fine Arts Museum was our project that we 
worked on between September 2011 and February 2012. It was 

one of the fi ve winners of the grant competition under Severstal’s 
Museums of Russian North program. This victory gave Cherepovets 
Museum an opportunity to equip a multimedia hall and a computer class, 
and to develop a software program for a virtual tour of Cherepovets Fine 
Arts Museum and the archive collections of the museum association. 
Additionally, Cherepovets Museum Association could participate in the 
Russian Museum: Virtual Branch project. The fi ne arts museum also 
equipped an information and training center capable of hosting interactive 
museum lessons and virtual tours of the leading Russian and international 
museums.

In October 2012, Vologda Painting Gallery opened the “Master and 
Student. Sergey Andriyaka’s Watercolor School” exhibition 

supported by Severstal. The exhibition includes approximately 80 paintings 
by the People’s Artist of the Russian Federation Sergey Andriyaka and more 
than 100 paintings by the teachers and students of his watercolor school. 
As a part of this project, Sergey Andriyaka hosted a master class for local 
artists, teachers, fi ne arts students and university students. Severstal 
partnered with Sergey Andriyaka’s Watercolor School in 2004 and has been 
sponsoring its exhibitions and master classes across Russia ever since. In 
2010−2012, Severstal helped to organize Watercolor School exhibitions in 
Balakovo, Olenegorsk, Vorkuta, Oryol, Kaluga and Volgograd.

In 2012, Severstal supported several important musical events in 
Kostomuksha, such as the Kanteletar International Folklore 

Festival, the International Festival of Chamber Art, the Sergey Ozhigov Art 
Song Festival and the Nord Session International Rock Festival. With our 
support, Kostomuksha became a cultural center in north-west Russia.

In the US, Severstal International is a partner of Henry Ford 
Museum, the largest museum complex in Dearborn. Severstal’s 

values and spirit of innovation resonate with the philosophy of this 
museum that gives visitors an opportunity to imagine the time when the 
famous American carmaker was young, his innovative breakthrough and 
the role of his motor company in American culture. In 2012, Severstal 
sponsored the largest event of this museum, the Independence Day Salute.
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This report discusses Severstal’s strategy and main results that we 
achieved in 2012 in the areas of corporate social responsibility and 
sustainable development. Our understanding of corporate social 
responsibility is consistent with the provisions of ISO 26000 — 
Guidance on Social Responsibility.

«Social responsibility:
Responsibility of an organization for the impacts of its decisions 

and activities on society and the environment, through transparent and 
ethical behavior that contributes to sustainable development (2.23), 
including health and the welfare of society, takes into account the 
expectations of stakeholders, is in compliance with applicable law and 
consistent with international norms of behavior, and is integrated 
throughout the organization and practiced in its relationships».
ISO 26000 (Guidance on Social Responsibility) — GOST R ISO 26000.

This report covers all major aspects of corporate social 
responsibility as defi ned in the ISO 26000:2010 international 
standard.

Location of details on challenges in the area of corporate social 
responsibility, as suggested by ISO 26000, in this Report

Core subjects of ISO 
26000

Section of the report covering the subject

Corporate Governance •  Chairman’s Review

•  Chief Executive’s Review

•  Sustainable Development Strategy: Priorities 

and Management

Human Rights •  Engagement 

•   Severstal People

Responsible Labor 

Practices

•  Severstal People

•   Occupational Safety and Environmental 

Protection

Environmental 

protection

•  Occupational Safety and Environmental 

Protection

Fair Business Practices •  Sustainable Development Strategy: Priorities 

and Management

•   Engagement 

Responsibility Before 

Consumers

•  Engagement 

Community 

Involvement and 

Development

•  Engagement 

•  Social Investments and Projects

This report covers issues bearing the most signifi cance for 
Severstal and our stakeholders. We used GRI criteria to identify 
and prioritize these issues.

This Report covers issues that directly or indirectly affect Severstal’s 
ability to create, maintain or destroy economic, social or 

environmental value for ourselves, our shareholders and the general public. 
To understand applicability of ISO 26000 core subjects to Severstal, and 
the level of their signifi cance, our workgroup considered their signifi cance 
for Severstal, signifi cance for key stakeholders, and signifi cance as far as 
community in general and corporate responsibilities are concerned, 
including responsibilities established by international documents such as 
US Global Compact, worldsteel’s Policy on Sustainable Development, and 
the Social Charter of RSPP.

To identify areas of priority for our stakeholders, we discussed 
individual Severstal’s businesses with stakeholders and analyzed 
feedback, social studies reports and media monitoring reports.

Severstal regularly contributes to SustainableSteel, the review of 
contribution of the global steelmaking industry to sustainable 
development organized by worldsteel. We provide our performance 
data for this purpose as required by worldsteel’s Sustainable 
Development Policy.

This report contains data for calendar year 2012. Information 
beyond reporting period is also provided where deemed important. 
Data is provided for several years when available. This report 
outlines fi nancial and operational results using consolidated 
data of OAO Severstal. IFRS management reporting and audited 
fi nancial statements were used to compile this Report. For Russian 
subsidiaries, Russian Central Bank’s average Ruble exchange 
rate for the reporting period is used. Details of social activities 
and labor relations, as well as environmental protection data, 
were accumulated and organized using a corporate information 
system and data queries defi ned according to GRI guidelines. The 
set of sustainable development indicators used here generally 
corresponds to the perimeter of fi nancial statements. Certain 
indicators are provided for individual divisions of Severstal.

This report complies with Sustainability Reporting Guidelines of 
the Global Reporting Initiative (GRI — G3.1), an internationally 
recognized non-fi nancial reporting standard, and additionally 
includes selected indicators of the Mining & Metals Sector 
Supplement (2010 edition). Severstal generally targeted GRI 
application level B+ (data consolidated on organizational level) 
and used some of the guidelines for disclosure of management 
approach.

Appendix 1. About This Report
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Application of sustainable development principles

Principle Compliance in Severstal’s reporting 

Signifi cance Content for this Report was selected based on signifi cance of specifi c economic, social and environmental matters both in context of 

Severstal’s values and strategy, and in context of their relevance for external and internal stakeholders. Stakeholder opinions were 

determined in a direct discussion of issues relevant for both Severstal and our stakeholders, and also through feedback analysis, 

sociological surveys and media monitoring.

Stakeholder coverage This report provides defi nitions of key Severstal’s stakeholders and tools of their engagement These tools help us to respond to 

stakeholder needs and to inform them of Severstal’s opinion. This report refl ect the key results of Severstal’s interactions with general 

public. We considered requests for information received from stakeholders when we were developing the structure of this report. In 

particular, we increased the number of corporate initiatives covered in the report, and also abridged or moved to appendices all technical 

content referring to our approaches to report preparation. We also took recommendations of RSPP Council for Non-Financial Reporting 

into account (see below in this Appendix).

Context principle We present our performance results in the reporting period in relation to our long-term strategy including our social and environmental 

objectives. We discuss the impact of our strategy on national and regional social, economic and environmental systems. The report also 

provides information about our effort to address global environmental problems. Key data is provided for several years.

Completeness The report covers all signifi cant topics for the reporting period (calendar year). All organizational units under direct control of Severstal 

as well as our joint ventures with our signifi cant infl uence are included in the scope of the report. This report provides a larger amount of 

data consolidated across our three divisions, including Severstal International.

Balance This report refl ects both our achievements in the reporting period and the issues that we still need to address. The majority of 

consolidated data is provided for 2009-2012 in table format giving readers an opportunity to see annual trends in our performance. We 

commented all data trends.

Comparability To ensure comparability of data for different reporting period, we provided visual data comparisons in this report and generally stayed 

close to the structure of the previous report. Compliance with GRI-G3.1 standard helps to ensure comparability of our data with 

performance data of other companies. This report also provides information about its scope and data collection.

Accuracy and clarity This report uses standard indicators and disclosures of B+ level of GRI-G3.1 reporting framework. High-quality information is supported 

by quantitative data, and signifi cant trends are illustrated with specifi c examples. References to other sources are provided when 

necessary. 

Timeliness (relevance) Severstal publishes sustainable development reports on an annual basis. Apart from the annual Corporate Social Responsibility and 

Sustainable Development Report, Severstal publishes the quarterly Severstal: Sustainable Development Review outlining fi nancial, social 

and environmental results of Severstal Russian Steel and Severstal Resources divisions.

Clarity This report is created for a wide range of stakeholders and structures in a way that simplifi es fi nding information of interest. In addition 

to detailed table of contents, it includes Index of GRI-G3.1 disclosures. The report contains bibliographical references to data sources and 

context-specifi c information. Technical terminology and acronyms are described in footnotes. This report is published in the Russian and 

English languages. Both versions of the report are available on our website without access restrictions.

Reliability To ensure authenticity of data in the report, we use standardized data collection and consolidation procedures and double check 

data with responsible departments. All data undergoes internal approval. Data completeness and accuracy are verifi ed at the level of 

individual contributing departments, and at the level of functional departments of Severstal’s divisions and the General Directorate. 

References are provided for all external data. This Report includes our audited performance data. Since 2011, Severstal submits these 

Reports for public affi rmation to RSPP Council for Non-Financial Reporting, whose composition and procedures meet the guidelines 

for external affi rmation of Sustainability Reporting Guidelines of the Global Reporting Initiative (GRI — G3.1), General Reporting 

Recommendations chapter, Affi rmation section.
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This report represents the newest phase of Severstal’s social 
responsibility and sustainable development reporting initiative 
launched in 2007. Since 2010, Severstal publishes annual Corporate 
Social Responsibility and Sustainable Development Reports using 
GRI standard disclosures. Since 2011, Severstal submits its reports 
for public affi rmation by RSPP Council for Non-Financial Reporting. 
Comments and suggestions resulting from the review of Severstal’s 
previous Social Responsibility Report were taken into account to a 
signifi cant degree during the preparation of this Report.

Integration of recommendations received from RSPP Council for 
Non-Financial Reporting upon review of Severstal’s 2012 Social 
Responsibility Report submitted for public affi rmation.

This report received public affi rmation by RSPP Council for 
Non-Financial Reporting. Council’s opinion is provided in full in 
Appendix 4 to this Report.

Apart from the annual Corporate Social Responsibility and 
Sustainable Development Report, Severstal publishes semi-annual 
Severstal: Sustainable Development Review outlining fi nancial, 
social and environmental results of Severstal Russian Steel and 
Severstal Resources divisions. We send this review to federal and 
regional authorities and non-governmental organizations with 
which we cooperate on delivery of our social initiatives, and we 
also provide it to everyone interested on request.

Appendix 1. About This Report
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Recommendation Integration into this Report

It is suggested that the next Report presents sustainable development 

targets in a clearer and more visual way to ensure their greater completeness 

and make them more convincing. 

Coverage of sustainable development strategy (Sustainable Development 

Strategy: Priorities and Management section) now contains targets for 

individual areas discussed in respective sections. 

It is suggested that the next report provides further information on 

deployment and results of self-assessment of Severstal’s management 

systems and operations according to ISO 26000 standard and applicable 

RSPP recommendations.

This report contains key results of 2012 self-evaluation for external 

social program management against ISO 26000 and applicable RSPP 

recommendations.

Considering the importance of information about compliance of all 

Severstal employees and business partners with Severstal Code of Business 

Partnership, it is suggested to consider expanding this information and 

covering the management system for this area in future reports, including 

the evaluation of effi ciency of existing procedures.

We signifi cantly expanded this information and added it to “Stakeholder 

Engagement” and “Occupational Safety and Environmental Protection” 

sections. We also expanded information about our anti-corruption policy and 

procedures.

Analytical value of this Report will be higher if it contains detailed comments 

on environmental aspects and initiatives providing a better understanding 

of divisional and regional breakdown of Severstal’s environmental initiatives, 

as well as its progress towards strategic goals and the infl uence of various 

factors on changes that took place. It is also suggested to expand the data 

on Severstal’s stakeholder engagement with environmental protection, 

resource conservation and energy conservation.

We provided more regional details, and expanded and visualized information 

about our medium-term objectives in the Environmental Protection section. 

The report also contains information about stakeholder engagement 

with environmental protection. We are planning to provide more detailed 

descriptions of specifi c procedures with divisional breakdown in the next 

report.

It is advisable to expand information on human rights management system, 

not limiting it to employee rights.

This Report contains information about the integration of business ethics 

principles in Severstal, including tools we use to embed corporate values 

in our management practices, non-discrimination being one example. We 

provided gender data for employee trainings. Our next reports will follow this 

recommendation even closer as we keep developing the tools we need.

It is advisable to discuss your interaction with stakeholders when you 

are preparing reports, including descriptions of stakeholder discussion 

procedures and public discussion of matters related to development of 

responsible business practices in Severstal.

This information is provided in Stakeholder Engagement section, in this 

Appendix and in other relevant sections of this Report. Severstal keeps 

working on stronger involvement of stakeholders in the preparation of our 

corporate social responsibility and sustainable development reports.
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This report adheres to Sustainability Reporting Guidelines developed by the Global Reporting Initiative (GRI – G3.1) and additionally 
includes selected indicators of Mining & Metals Sector Supplement (2010 edition). The index also contains matching indicators of 
the Russian Performance Indicator System (“Basic Performance Indicators”) developed by the Russian Union of Industrialists and 
Entrepreneurs (RSPP) for use in corporate social responsibility reports.

List of abbreviations:

   

Core GRI indicators  
   

Fully disclosed

   

Additional GRI indicators  
   

Partially disclosed

   

Sector supplement indicator  
   

Not disclosed

I. Organizational Profi le

1. Strategy and Analysis

GRI code Indicator description Level of 

disclosure

# of RSPP 

Indicator

Location in the Report Page Comments and 

Additional References

1.1. Statement from the most senior decision 

maker of the organization about the 

relevance of sustainability to the 

organization and its strategy.

Chairman’s Review

Chief Executive’s Review

1.2. Description of key impacts, risks, and 

opportunities.

Chairman’s Review 

Chief Executive’s Review

About Severstal

2. Organizational Profi le

2.1. Name of the organization About Severstal

2.2. Primary brands, products and/or services About Severstal

2.3. Operational structure of the organization, 

including main divisions, operating 

companies, subsidiaries, and joint ventures

2.4. Location of organization’s headquarters About Severstal

2.5. Number of countries where the organization 

operates, and names of countries with either 

major operations or that are specifi cally 

relevant to the sustainability issues covered 

in the report.

About Severstal

2.6. Nature of ownership and legal form About Severstal

2.7. Markets served 

2.8. Scale of the reporting organization About Severstal

2.9. Signifi cant changes during the reporting 

period regarding size, structure, or ownership

About Severstal

2.10. Awards received in the reporting period About Severstal Sustainable 

Development Strategy: 

Priorities and Management 

Engagement 

Severstal People 

Occupational Safety and 

Environmental Protection 

Social Projects and 

Investments

3. Report Parameters

3.1. Reporting period About this Report

3.2. Date of most recent previous report (if any) About this Report

3.3. Reporting cycle (annual, biennial) About this Report
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GRI code Indicator description Level of 

disclosure

# of RSPP 

Indicator

Location in the Report Page Comments and 

Additional References

3.4. Contact point for questions regarding the 

report or its contents

Appendix 3

3.5. Process for defi ning report content About this Report

3.6. Boundary of the report About this Report

3.7. Limitations on the scope or boundary of the 

report

About this Report

3.8. Basis for reporting on joint ventures, 

subsidiaries, leased facilities, outsourced 

operations, and other entities that 

can signifi cantly affect comparability 

from period to period and/or between 

organizations

The basis for reporting is 

the share of ownership 

providing a degree of 

control over the company

3.9. Data measurement techniques and the 

bases of calculations, including assumptions 

and techniques underlying estimations 

applied to the compilation of the Indicators 

and other information in the report

About this Report

3.10. Explanation of the effect of any re-

statements of information provided in 

earlier reports, and the reasons for such 

re-statement

There are no restatements 

in this Report

3.11. Signifi cant changes from previous 

reporting periods in the scope, boundary, or 

measurement methods applied in the report

About this Report

3.12. Table identifying the location of the 

Standard Disclosures in the report

Appendix 2. Index of 

Standard Disclosures

3.13. Policy and current practice with regard to 

seeking external assurance for the report

About this Report

4. Governance, Commitments, and Engagement

4.1. Governance structure of the organization, 

including committees under the highest 

governance body responsible for 

specifi c tasks, such as setting strategy or 

organizational oversight

Sustainable Development 

Strategy: Priorities and 

Management

4.2. Indicate whether the Chair of the highest 

governance body is also an executive offi cer

They are not

4.3. For organizations that have a unitary board 

structure, state the number and gender of 

members of the highest governance body 

that are independent and/or non-executive 

members

Sustainable Development 

Strategy: Priorities and 

Management

4.4. Mechanisms for shareholders and 

employees to provide recommendations or 

direction to the highest governance body

Sustainable Development 

Strategy: Priorities and 

Management

4.5. Linkage between compensation for 

members of the highest governance 

body, senior managers, and executives 

(including departure arrangements), and the 

organization’s performance (including social 

and environmental performance)

Sustainable Development 

Strategy: Priorities and 

Management

4.6. Processes in place for the highest 

governance body to ensure confl icts of 

interest are avoided

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX



104

Severstal Corporate Social Responsibility Report 2012

GRI code Indicator description Level of 

disclosure

# of RSPP 

Indicator

Location in the Report Page Comments and 

Additional References

4.7. Process for determining the composition, 

qualifi cations, and expertise of the members 

of the highest governance body relevant to 

economic, environmental and social strategy 

of the organization

Sustainable Development 

Strategy: Priorities and 

Management

4.8. Internally developed statements of mission 

or values, codes of conduct, and principles 

relevant to economic, environmental, and 

social performance and the status of their 

implementation

1.1 About Severstal

Severstal People

Occupational Safety and 

Environmental Protection

4.9. Procedures of the highest governance 

body for overseeing the organization’s 

identifi cation and management of 

economic, environmental, and social 

performance, including relevant risks and 

opportunities, and adherence or compliance 

with internationally agreed standards, codes 

of conduct, and principles

About Severstal

4.10. Processes for evaluating the highest 

governance body’s own performance, 

particularly with respect to economic, 

environmental, and social performance

Sustainable Development 

Strategy: Priorities and 

Management

4.11. Explanation of whether and how the 

precautionary approach or principle is 

addressed by the organization

Occupational Safety and 

Environmental Protection

4.12. Externally developed economic, 

environmental, and social charters, 

principles, or other initiatives to which the 

organization subscribes or endorses

Engagement 

4.13. Membership in associations and/

or national/international advocacy 

organizations in which the organization: 

a) has positions in governance bodies; b) 

participates in projects or committees; 

c) provides substantive funding beyond 

routine membership dues; d) believes its 

membership is of strategic importance

Engagement 

4.14. List of stakeholder groups engaged by the 

organization

Engagement 

4.15. Basis for identifi cation and selection of 

stakeholders with whom to engage

Engagement 

4.16. Approaches to stakeholder engagement, 

including frequency of engagement by type 

and by stakeholder group

Engagement Severstal 

People Social Projects and 

Investments
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4.17. Key topics and concerns that have been 

raised through stakeholder engagement, 

and how the organization has responded 

to those key topics and concerns, including 

through its reporting

Engagement About this 

Report

II. ECONOMIC

Economic Performance

ASPECT: ECONOMIC PERFORMANCE

EC1 Direct economic value generated and 

distributed, including revenues, operating 

costs, employee compensation, donations 

and other community investments, retained 

earnings, and payments to capital providers 

and governments

1.2.

1.3.

1.4.

1.5.

1.6.

1.7.

3.3.1.

About Severstal

Severstal People

Social Projects and 

Investments

See also: Severstal 

Annual Report 2012, 

pp. 120-123

EC2 Financial implications and other risks and 

opportunities for the organization’s activities 

due to climate change

EC3 Coverage of the organization’s defi ned 

benefi t plan obligations

1.8. Severstal People See also: Severstal 

Annual Report 2012, 

pp. 127, 160

EC4 Signifi cant fi nancial assistance received 

from government

ASPECT: MARKET PRESENCE

EC5 Range of ratios of standard entry level wage 

by gender compared to local minimum 

wage at signifi cant locations of operation

Severstal People

EC6 Policy, practices, and proportion of spending 

on locally-based suppliers at signifi cant 

locations of operation

Social Projects and 

Investments

EC7 Procedures for local hiring and proportion 

of senior management hired from the 

local community at locations of signifi cant 

operation

ASPECT: INDIRECT ECONOMIC IMPACTS

EC8 Development and impact of infrastructure 

investments and services provided primarily 

for public benefi t through commercial, in-

kind, or pro bono engagement

Social Projects and 

Investments

EC9 Understanding and describing signifi cant 

indirect economic impacts, including the 

extent of impacts

1.5. About Severstal Social 

Projects and Investments
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Environmental

ASPECT: MATERIALS

EN1 Materials used by weight or volume

EN2 Percentage of materials used that are 

recycled input materials

EN3 Direct energy consumption by primary 

energy source

ASPECT: ENERGY

EN4 Indirect energy consumption by primary 

energy source

Occupational Safety and 

Environmental Protection

EN5 Energy saved due to conservation and 

effi ciency improvements

Occupational Safety and 

Environmental Protection

EN6 Initiatives to provide energy-effi cient 

or renewable energy based products 

and services, and reductions in energy 

requirements as a result of these initiatives

EN7 Initiatives to reduce indirect energy 

consumption and reductions achieved

Occupational Safety and 

Environmental Protection

ASPECT: WATER

EN8 Total water withdrawal by source Occupational Safety and 

Environmental Protection

EN9 Water sources signifi cantly affected by 

withdrawal of water

Occupational Safety and 

Environmental Protection

EN10 Percentage and total volume of water 

recycled and reused

2.4. Occupational Safety and 

Environmental Protection

ASPECT: BIODIVERSITY

EN11 Location and size of land owned, leased, 

managed in, or adjacent to, protected areas 

and areas of high biodiversity value outside 

protected areas

EN12 Description of signifi cant impacts of 

activities, products, and services on 

biodiversity in protected areas and areas 

of high biodiversity value outside protected 

areas

Occupational Safety and 

Environmental Protection

ММ1 Amount of land (owned or leased, and 

managed for production activities or 

extractive use) disturbed or rehabilitated

Occupational Safety and 

Environmental Protection

EN13 Habitats protected or restored Occupational Safety and 

Environmental Protection

EN14 Strategies, current actions, and future plans 

for managing impacts on biodiversity

Occupational Safety and 

Environmental Protection

EN15 Number of IUCN Red List species and 

national conservation list species with 

habitats in areas affected by operations, by 

level of extinction risk
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ASPECT: EMISSIONS, EFFLUENTS, AND WASTE

EN16 Total direct and indirect greenhouse gas 

emissions by weight

2.5. Occupational Safety and 

Environmental Protection

EN17 Other relevant indirect greenhouse gas 

emissions by weight

EN18 Initiatives to reduce greenhouse gas 

emissions and reductions achieved

Occupational Safety and 

Environmental Protection

EN19 Emissions of ozone-depleting substances by 

weight

EN20 NOx, SOx and other signifi cant air emissions 

by type and weight

2.6.

2.6.1.

Occupational Safety and 

Environmental Protection

EN21 Total water discharge by quality and 

destination

2.7.

2.7.1.

2.7.2.

Occupational Safety and 

Environmental Protection

EN22 Total weight of waste by type and disposal 

method

2.8.

2.8.1.

Occupational Safety and 

Environmental Protection

EN23 Total number and volume of signifi cant spills Not applicable

EN24 Weight of transported, imported, exported, 

or treated waste deemed hazardous under 

the terms of the Basel Convention Annex 

I, II, III, and VIII, and percentage of 

transported waste shipped internationally

Not applicable

EN25 Identity, size, protected status, and 

biodiversity value of water bodies and 

related habitats signifi cantly affected by the 

reporting organization’s discharges of water 

and runoff

ASPECT: PRODUCTS AND SERVICES

EN26 Initiatives to mitigate environmental 

impacts of products and services, and extent 

of impact mitigation

Occupational Safety and 

Environmental Protection

EN27 Percentage of products sold and their 

packaging materials that are reclaimed by 

category

ASPECT: COMPLIANCE

EN28 Monetary value of signifi cant fi nes and 

total number of non-monetary sanctions 

for noncompliance with environmental laws 

and regulations

ASPECT: TRANSPORT

EN29 Signifi cant environmental impacts of 

transporting products and other goods 

and materials used for the organization’s 

operations, and transporting members of 

the workforce
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ASPECT: OVERALL

EN30 Total environmental protection expenditures 

and investments by type

2.12. Occupational Safety and 

Environmental Protection

Social Performance: Labor Practices and Decent Work

ASPECT: EMPLOYMENT

LA1 Total workforce by employment type, 

employment contract, and region, broken 

down by gender

3.1.1. Severstal People

LA2 Total number and rate of new employee 

hires and employee turnover by age group, 

gender, and region

3.1.2.

3.1.3.

Severstal People

LA3 Benefi ts provided to full-time employees 

that are not provided to temporary or part-

time employees, by signifi cant locations of 

operation

Severstal People

ASPECT: LABOR/MANAGEMENT RELATIONS

LA4 Percentage of employees covered by 

collective bargaining agreements

3.1.4.

LA5 Minimum notice period(s) regarding 

operational changes, including whether it is 

specifi ed in collective agreements

3.1.4. Severstal complies 

with the Labor Code 

requirements related to 

minimum notice period 

regarding operational 

changes (at least two 

months in advance for 

regular changes; at least 

three months in advance 

for decisions to reduce 

headcount that may cause 

large-scale layoffs)

MM4 Number of strikes and lock-outs exceeding 

one week’s duration, by country

None in the reporting 

period  
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ASPECT: OCCUPATIONAL HEALTH AND SAFETY

LA6 Percentage of total workforce represented 

in formal joint management–worker health 

and safety committees that help monitor 

and advise on occupational health and 

safety programs

LA7 Rates of injury, occupational diseases, lost 

days, and absenteeism, and total number of 

work-related fatalities, by region

3.1.5.

3.1.6.

3.1.7.

3.1.8.

Occupational Safety and 

Environmental Protection

LA8 Education, training, counseling, prevention, 

and risk-control programs in place to 

assist workforce members, their families, 

or community members regarding serious 

diseases

Occupational Safety and 

Environmental Protection

LA9 Health and safety topics covered in formal 

agreements with trade unions

Engagement 

ASPECT: TRAINING AND EDUCATION

LA10 Average hours of training per year per 

employee by gender, and by employee 

category

Severstal People

LA11 Programs for skills management and 

lifelong learning that support the continued 

employability of employees and assist them 

in managing career endings

Severstal People

LA12 Percentage of employees receiving regular 

performance and career development 

reviews, by gender

Severstal People

ASPECT: DIVERSITY AND EQUAL OPPORTUNITY

LA13 Composition of governance bodies and 

breakdown of employees per employee 

category according to gender, age group, 

minority group membership, and other 

indicators of diversity

3.1.12. Sustainable Development 

Strategy: Priorities and 

Management

LA14 Ratio of basic salary and remuneration of 

women to men by employee category, by 

signifi cant locations of operation
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Social Performance: Human Rights

ASPECT: INVESTMENT AND PROCUREMENT PRACTICES

HR1 Percentage and total number of signifi cant 

investment agreements and contracts that 

include clauses incorporating human rights 

concerns, or that have undergone human 

rights screening

HR2 Percentage of signifi cant suppliers, 

contractors, and other business partners 

that have undergone human rights 

screening, and actions taken

HR3 Total hours of employee training on 

policies and procedures concerning aspects 

of human rights that are relevant to 

operations, including the percentage of 

employees trained

ASPECT: NON-DISCRIMINATION

HR4 Total number of incidents of discrimination 

and corrective actions taken

ASPECT: FREEDOM OF ASSOCIATION AND COLLECTIVE BARGAINING

HR5 Operations and signifi cant suppliers 

identifi ed in which the right to exercise 

freedom of association and collective 

bargaining may be violated or at signifi cant 

risk, and actions taken to support these 

rights

3.1.4. Severstal People

ASPECT: CHILD LABOR

HR6 Operations and signifi cant suppliers 

identifi ed as having signifi cant risk for 

incidents of child labor, and measures taken 

to contribute to the effective abolition of 

child labor

No operations having 

signifi cant risk for incidents 

of child labor have been 

identifi ed

Severstal complies 

with Russian laws 

forbidding child labor

ASPECT: FORCED AND COMPULSORY LABOR

HR7 Operations and signifi cant suppliers 

identifi ed as having signifi cant risk for 

incidents of forced or compulsory labor, and 

measures to contribute to the elimination of 

all forms of forced or compulsory labor

No operations having 

signifi cant risk for incidents 

of forced or compulsory 

labor have been identifi ed

Severstal complies 

with Russian laws 

forbidding forced and 

compulsory labor
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ASPECT: SECURITY PRACTICES

HR8 Percentage of security personnel trained 

in the organization’s policies or procedures 

concerning aspects of human rights that are 

relevant to operations

ASPECT: INDIGENOUS RIGHTS

HR9 Total number of incidents of violations 

involving rights of indigenous people and 

actions taken

3.2.3. No incidents of violations 

involving rights of 

indigenous people have 

been identifi ed

Social Performance: Society Performance

ASPECT: COMMUNITY

SO1 Percentage of operations with implemented 

local community engagement, impact 

assessments, and development programs

3.3.3. Social Projects and 

Investments

MM10 Number and percentage of operations with 

closure plans

Severstal did not close or 

plan closing any operations 

in the reporting period 

ASPECT: CORRUPTION

SO2 Percentage and total number of business 

units analyzed for risks related to corruption

Sustainable Development 

Strategy: Priorities and 

Management

On November 1, 2012, 

Severstal adopted the 

corporate Severstal 

and Affi liate Anti-

Corruption Policy. 

This policy defi nes 

corruption risk 

zones and measures 

taken to prevent 

corruption based on 

performance analysis 

of all departments and 

divisions of Severstal.

SO3 Percentage of employees trained in 

organization’s anti-corruption policies and 

procedures

Sustainable Development 

Strategy: Priorities and 

Management

SO4 Actions taken in response to incidents of 

corruption

Sustainable Development 

Strategy: Priorities and 

Management

Implementation of 

Severstal and Affi liate 

Anti-Corruption 

Policy in 2013 is 

supposed to include 

the development of 

several corporate 

procedures detailing 

the application of this 

policy.

ABOUT SEVERSTAL SUSTAINABLE DEVELOPMENT: 

PRIORITIES AND MANAGEMENT

 ENGAGEMENT SEVERSTAL PEOPLE OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION

SOCIAL PROJECTS AND INVESTMENTS APPENDIX



112

Severstal Corporate Social Responsibility Report 2012

GRI code Indicator description Level of 

disclosure

# of RSPP 

Indicator

Location in the Report Page Comments and 

Additional References

ASPECT: PUBLIC POLICY

SO5 Public policy positions and participation in 

public policy development and lobbying

3.3.4.

SO6 Total value of fi nancial and in-kind 

contributions to political parties, politicians, 

and related institutions by country

ASPECT: ANTI-COMPETITIVE BEHAVIOR

SO7 Total number of legal actions for 

anticompetitive behavior, anti-trust, and 

monopoly practices and their outcomes

None in the reporting 

period 

ASPECT: COMPLIANCE

SO8 Monetary value of signifi cant fi nes and 

total number of non-monetary sanctions for 

noncompliance with laws and regulations

Social Performance: Product Responsibility

ASPECT: CUSTOMER HEALTH AND SAFETY

PR1 Life cycle stages in which health and safety 

impacts of products and services are 

assessed for improvement, and percentage 

of signifi cant products and services 

categories subject to such procedures

PR2 Total number of incidents of non-

compliance with regulations and voluntary 

codes concerning health and safety impacts 

of products and services during their life 

cycle, by type of outcomes

ASPECT: PRODUCT AND SERVICE LABELING

PR3 Type of product and service information 

required by procedures, and percentage of 

signifi cant products and services subject to 

such information requirements

PR4 Total number of incidents of non-

compliance with regulations and voluntary 

codes concerning product and service 

information and labeling, by type of 

outcomes

PR5 Practices related to customer satisfaction, 

including results of surveys measuring 

customer satisfaction

Engagement 
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ASPECT: MARKETING COMMUNICATIONS

PR6 Programs for adherence to laws, standards, 

and voluntary codes related to marketing 

communications, including advertising, 

promotion, and sponsorship

Our marketing 

communications activities 

are monitored by respective 

Severstal business unit for 

compliance with Russian 

laws (Federal Law on 

Advertising)

PR7 Total number of incidents of non-compliance 

with regulations and voluntary codes 

concerning marketing communications, 

including advertising, promotion, and 

sponsorship by type of outcomes

None identifi ed

ASPECT: CUSTOMER PRIVACY

PR8 Total number of substantiated complaints 

regarding breaches of customer privacy and 

losses of customer data

ASPECT: COMPLIANCE

PR9 Monetary value of signifi cant fi nes for 

noncompliance with laws and regulations 

concerning the provision and use of products 

and services
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Opinion of RSPP Council for Non-Financial Reporting
on the 2012 Corporate Social Responsibility

and Sustainable Development Report of OAO Severstal
 Submitted for Public Affi rmation

The Council for Non-Financial Reporting (“Council”) of the Russian Union of Industrialists and Entrepreneurs (“RSPP”) established by RSPP 
Executive Team Bureau (Resolution dated 28.06.2007) has reviewed the 2012 Corporate Social Responsibility and Sustainable Development 
Report (“Report”) of OAO Severstal (“Severstal”, “Company”) at request of Severstal.

Severstal asked RSPP to arrange the public affi rmation of its report by the Council, which provides its opinion on completeness and 
signifi cance of Report data on Group performance in the context of the Social Charter of RSPP.

Council Members reviewed the Report submitted by the Company between December 4 and December 25, 2013, and prepared this Opinion 
according to Public Affi rmation Regulations for Corporate Non-Financial Reports approved by the Council. Council Members possess 
suffi cient expertise in corporate social responsibility, sustainable development and non-fi nancial reporting, comply with ethics requirements 
for independence and objectivity of their assessments, and express their personal opinions rather than opinions of their organizations.

This Report was evaluated using the following information completeness and signifi cance criteria:

Information is considered signifi cant if it refl ects the activities of Severstal focused on implementation of responsible business practices 
recognized by the Social Charter of RSPP (www.rspp.ru).

Information is considered complete if the Company provides a comprehensive picture of its activities in the Report, including its values 
and baseline strategic objectives, governance systems and structures, achievements and key results, and stakeholder engagement system.

Use of international reporting system by the Company is taken in consideration for the purpose of public affi rmation of this Report. However, 
the attestation of compliance of this Report with the international reporting guidelines is outside the scope of this Opinion.

Responsibility for the information and statements provided in the report remains with Severstal.  Accuracy of factual data in this Report is 
outside the scope of public affi rmation.

This Opinion has been prepared for Severstal, which is entitled to use it without alterations in internal corporate communications and 
external communications with stakeholders.

FINDINGS
Upon analysis of this Report and information publicly available on the offi cial corporate website of Severstal, and group discussion of the 
results of independent Report assessments performed by individual Members of RSPP Council for Non-Financial Reporting, the Council 
affi rms the following:

The 2012 Corporate Social Responsibility and Sustainable Development Report of Severstal contains signifi cant information and 
provides a suffi ciently complete coverage of the key aspects of responsible business practices consistent with the principles of the 
Social Charter of RSPP. 

Recommendations provided by RSPP Council for Non-Financial Reporting upon the public affi rmation of the previous Severstal report 
for the year 2011 have been taken in consideration for the information about key medium-term targets of sustainable development 
and the results of self-evaluation of external social program management performed for 2012 according to ISO 26000 provisions 
and respective recommendations of RSPP.  The latest Report provides rather comprehensive details on the compliance of Company 
employees at all levels and business partners with the principles of the Code of Business Partnership, and on stakeholder engagement 
in the matters of environmental protection, resource conservation and energy conservation. Regional breakdown of environmental 
footprint and progress against medium-term objectives are presented in greater detail.

The 2012 Report of Severstal contains signifi cant information covering the following aspects of responsible business practices:

Economic Freedom and Responsibility: the Report presents corporate mission, baseline strategy and vision of Severstal as applicable to 
sustainable development, as well as operational priorities and key targets. The Report provides detailed information on fi nancial, social and 
environmental performance of Severstal Group, and the amount of its capital expenditures. It gives an overview of competitive position 
of Severstal among the leaders of the Russian and global markets. The Report presents the management system of Severstal, including 
its governance structure. It offers useful details about the corporate risk management system, including but not limited to social and 
environmental risks. The Report confi rms that Severstal continues voluntary certifi cation of its management systems and stresses that the 
Company is committed to improving its governance across all aspects of business operations and responsible business practices. It also 
discusses the integration of the Corporate Social Responsibility Policy in the Business System of Severstal—a series of initiatives covering 
all strategic aspects of Company operations.

Business Partnerships: the Report discusses principles and practical aspects of Severstal’s cooperation with stakeholders, and mentions 
corporate documents governing this cooperation. Severstal pays signifi cant attention to customer and business partner relations focused 
on improving product quality and expanding product mix. The Report says that in 2012, the Anti-Corruption Policy of OAO Severstal and 
Affi liates was adopted to ensure Severstal’s compliance with Russian and international anti-corruption laws. The Report also mentions that 
Severstal has an Ethics Committee headed by Chief Executive. The Report discusses various aspects of human resource management and 
the corporate HR management system. It provides the performance data of the Occupational Safety project as well as information about 
employee trainings and investments in the social support of employees. 
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There is information about Severstal’s cooperation with government authorities under social and economic partnership agreements. The 
report also provides details on Severstal’s involvement with Russian and international industry associations, and civil society organizations.

Human Rights: the Report discusses what Company does to ensure its compliance with labor rights and occupational safety requirements, 
and to improve the social environment for its employees. The Report provides information about the corporate approach to collective 
bargaining agreements. The Report describes what measures the Company takes to ensure human rights compliance in supply chain, and 
maintains that the Code of Business Partnership requires suppliers to comply with human rights in the areas of industrial and environmental 
safety.

Environmental Protection: the Report cites key provisions of Severstal Group Environmental Protection Policy. It details the governance 
systems of all key businesses and the status of their ISO 14001 certifi cations. The Report also provides key environmental performance 
indicators and the environmental objectives of Severstal Russian Steel for the medium term until 2015. The Report contains information 
about Severstal’s core environmental protection and energy conservation programs. Results of the corporate environmental footprint 
reduction initiatives are provided as well. The Report discusses how Severstal provides a variety of educational programs on environmental 
protection for its employees. Total spend on environmental safety initiatives is indicated in the report.

Contribution to Development of Local Communities: this Report provides information about Severstal’s external social programs, and 
about the development and implementation principles applicable to social projects focused on supporting Severstal’s development strategy 
by helping to create favorable social environment in its regions. Descriptions of successful programs and evaluation of their impact on local 
communities are included in the report. The Report provides information on the management of social investments and charitable activities, 
and indicates Severstal’s spend in these areas. The Report also lists Severstal’s signifi cant investments in social programs and corporate 
charitable projects in 2012. It shows that the Company helps government authorities to address regional development challenges via social 
and economic partnership agreements, and contributes to implementation of selected regional special-purpose programs. Severstal keeps 
focus on a range of its culture support programs that are in place in its every region. The Report also provides information on the community 
recognition of the effi ciency of Severstal’s social initiatives.

CONCLUSION
The 2012 Report is the third non-fi nancial report of Severstal demonstrating the strategic importance of corporate social responsibility 
and sustainable development for the Company. The Report refl ects the content of strategic documents governing Company business and 
their core targets. Provided information demonstrates the effort the Company takes to develop responsible business practices, shows the 
attitude of the Company towards the priority challenges in this area, and discusses the 2012 progress in key areas. 

Key topics and performance indicators provided in the report are consistent with Sustainability Reporting Guidelines of the Global Reporting 
Initiative (GRI), which makes them comparable with those of other businesses in Russia and worldwide.

 Severstal is one of the fi rst Russian businesses to report the results of self-evaluation of its governance and operations systems based on 
ISO 26000 standard and respective RSPP recommendations. The Report contains information about Severstal’s application of ISO 26000 
standard in its social programs for local communities.  Report data suggests that Severstal consistently improves the management of its 
sustainable development initiatives, and its corporate non-fi nancial reporting.

Appendix 3. Feedback Form
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Chairman of RSPP Council 
for Non-Financial Reporting F. T. Prokopov

Deputy Chairman of RSPP Council 
for Non-Financial Reporting E. N. Feoktistova

RECOMMENDATIONS

Recognizing the strengths of this Report, the Council would like to bring attention to certain aspects of information signifi cance and 
completeness that are important for shareholders and are recommended for consideration in future reporting cycles.

The Council maintains that its recommendations provided upon the analysis of the previous, 2011 report of the Company, can still be used 
in future Company reports.

It is advisable that future reports draw a more complete and specifi c picture of short-term Company plans in its core areas of corporate 
social responsibility and sustainable development.

We recommend including more complete and comprehensive information about the key groups of Company stakeholders in the next 
report. It is also advisable to provide more details on the interaction with stakeholders during report development, including descriptions of 
stakeholder discussions and public hearings on the matters related to development of responsible business practices in Severstal. 

We recommend providing more details about human rights compliance in future, not limiting them to labor rights. It is advisable to follow 
the approach of UN Guiding Principles on Business and Human Rights, which suggests that company operations in all areas of responsibility 
affect human rights. This factor is becoming increasingly more relevant as the international community starts to pay more attention to 
these issues. 

The Company reports on its external social policy operations focused on improving the effi ciency of social investments. Considering the 
growing interest of a wide range of stakeholders to the effi ciency of corporate social programs, the Council recommends that Severstal 
include the information about its specifi c approaches and decisions related to assessment of its social investment effi ciency in its future 
reports.

It is advisable to discuss the roles of Risk Management Committee and Ethics Committee in Severstal’s governance system in future reports 
in order to provide a clearer view of Severstal’s existing governance system.  

It is recommended to discuss in the next report how Severstal decides which topics are signifi cant enough to cover them in its reporting.  This 
would help to ensure a clearer positioning of the most vivid and specifi c examples illustrating signifi cant operating areas and achievements 
in the overall structure of the report.

Whereas RSPP Council for Non-Financial Reporting gives a positive opinion on this Report, supports Severstal’s commitment to responsible 
business principles and notes consistent development of its reporting process, the Council hereby affi rms that the 2012 Corporate Social 
Responsibility and Sustainable Development Report of Severstal has successfully received public affi rmation.
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Appendix 3. Feedback Form

Dear Reader:

We would like to thank you for your interest in corporate social programs of OAO Severstal. We would be grateful for your feedback on 
this publication.

• How interesting was the content of this Report for you? (Maximum is 5) 1 2 3 4 5

• Which sections of this Report, in your opinion, contain the most important information?
 ______________________________________________________________________________________________________________

 ______________________________________________________________________________________________________________

• Which corporate social programs would you like to know more about?
 ______________________________________________________________________________________________________________
 ______________________________________________________________________________________________________________

• What kind of information would you like to see in the next report of OAO Severstal on corporate social responsibility and sustainable 
development?
 ______________________________________________________________________________________________________________
 ______________________________________________________________________________________________________________

You are:

•  Severstal employee

•  Shareholder

•  Partner

•  Supplier

•  Consumer

•  Government representative

•  Representative of an NGO

•  Citizen of a city (region) of Severstal’s presence

•  Other (please indicate) ___________________________________________

We are looking forward to your feedback. 
Corporate Social Responsibility Department, Severstal
Our Address: OAO Severstal, 127299, Russia, Moscow, ul. Clara Zetkin, 2
Phone: (+7 495) 926-77-66, ext. 6985
E-mail: www.csr@severstal.com
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