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Review 
by Chairman of PAO Severstal 
Alexey Mordashov

Dear partners and colleagues:

In 2016, despite a challenging market 
environment, Severstal was able to 
defend its market position while achieving 
considerable progress in multiple areas. 
Last year was rather successful from a 
financial standpoint. Severstal remains a 
world leader by EBITDA margin and keeps 
generating significant cash flow thanks to 
low costs.
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The industry has been facing the same challenges over the 
last few years. Global overproduction keeps affecting the 
utilisation of steelmaking capacity, driving competition in 
the global market and triggering protectionism. While we 
expect stabilisation in the global steel and raw material 
markets in 2017, we remain committed to prudent capital 
expenditure, cost reduction, and further improvement in 
customer orientation. The Customer Year announced in 
2015 continued in the reporting year.

We constantly work on ensuring all our processes, from 
manufacturing to customer service, use resources in the 
most efficient manner and generate maximum value. The 
Business System of Severstal is a critical component of this 
effort bringing meaningful contribution to our financial and 
operating results.

Apart from the focus on operating and financial 
performance, our sustainable development is supported 
by talent management. Severstal uses international best 
practices in human resource management, works on 
corporate culture and makes significant investments in 
employee training and development. This effort brings 
visible results, with employee engagement rising from 60 % 
to 68 % in the reporting year.

Safety remains our highest priority. Our goal is to achieve 
zero work-related fatalities. However, early last year we 
suffered the greatest catastrophe in the history of Severstal, 
the Severnaya mine disaster. We have learnt from this 
tragedy and keep doing everything possible to improve the 
safety of our facilities.

The matters of environmental protection are always 
on the radar for the Board. Every year Severstal makes 
significant investments in manufacturing improvements 
and environmental protection initiatives to reduce our 
environmental footprint. In 2017, Cherepovets Steel Mill is 
launching a new steelmaking gas cleaning system at the 
steel finisher and the new ladle furnace. The new system will 
reduce the amount of atmospheric emissions and further 
help to improve the environment in Cherepovets.

Considering the scale of our business, Severstal is 
responsible not only for our employees, but also for the 
well-being of people living in our regions. We work with an 
increasing number of partners in our regions. We purchase 
more goods and services from local suppliers every year. 
We have purchased more than 15 billion roubles worth 
of goods and services in Vologda Oblast alone in 2016. 
Supporting small and medium businesses with our orders, 
we are making a significant contribution to the social and 
economic stability of our regions.

Severstal is a traditional sponsor of several important 
social initiatives, such as the Way Home programme for 
prevention of orphanhood and the Museums of Russian 
North charitable programme. Last year, we completed our 
Steelmaking Museum and built nine sports facilities and 
nine playgrounds in Cherepovets.

Severstal also invests in culture. We remain proud 
supporters of Bolshoi and Mariinsky theatres, Tretyakov 
Gallery, the Russian Museum and the State Historical 
Museum, Pushkin Museum of Fine Arts, Radishchev Arts 
Museum and the Moscow Synodal Choir. Severstal supports 
several major culture events including the Moscow Easter 
Festival, Vremya Kolokolchikov Alexander Bashlachev 
Memorial, VOICES International Film Festival, Golden 
Mask Theatre Festival, Chamber Festival, Art Song Festival, 
Kanteletar International Folklore Festival in Kostomuksha, 
and many more.

To ensure the transparency of Severstal and develop 
increasing cooperation with all stakeholders, we publish an 
annual report on our social activities and environmental 
footprint. This report complies with Sustainability Reporting 
Guidelines of the Global Reporting Initiative (GRI) and 
covers the most important topics and achievements of 
Severstal in sustainable development in 2016.

Alexey Mordashov
Chairman of PAO Severstal
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Review 
by Chief Executive of AO Severstal 
Management Alexander Shevelev

Though certain operating and financial 
results of Severstal went down compared 
with the previous year, in 2016 the 
Company achieved all its basic goals 
and demonstrated a strong financial 
and market position. All our businesses 
had high utilisation. Instead of trying to 
increase production at all costs, we focus 
on creating high-margin products. Their 
share in our 2016 sales portfolio was 42 %. 
With increasing competition, we believe it 
is strategically important to keep working 
on customer orientation, safety and cost 
reduction.
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Just as the previous year, 2016 was a Customer Year for 
Severstal. All units and all teams worked on improving our 
customer orientation. We are trying to meet individual 
expectations of our customers, whether related to product 
properties or packaging, and evaluate feedback from 
consumers of our products to understand what processes 
need to be improved. To get closer to our customers, we 
launched the first online steel product store in the Russian 
mining and steelmaking industry in 2016.
As a result, we have achieved our basic goals across all 
customer satisfaction indicators. The results of our survey 
conducted in Q4 2016 indicate that 76 % of our respondents 
were happy with our services, while product quality 
satisfaction was at 66 % compared with 47 % a year before.
Our people are our most valuable asset. We invest in 
human capital and create opportunities for our employees 
to unleash their creative potential and achieve their 
professional growth and career development targets.  
We invested 203 million roubles in employee development 
programmes in 2016.
Occupational health and safety are always among our key 
priorities. Unfortunately, we have yet to achieve our goal of 
zero work-related fatalities. The Vorkuta tragedy took the 
lives of 36 miners and first responders. We have learnt our 
lesson from this disaster, first and foremost from the safety 
standpoint, for all our other businesses. Vorkutaugol alone 
invested 163 million roubles in its health and safety system 
upgrades in 2016. However, safety is only achievable 
when it becomes a personal priority for every one of our 
employees.
Sustainable development requires a permanent focus on 
reduction of our environmental footprint. Our priorities 
in this area are waste management and modernisation 
of atmospheric emission reduction systems. In 2016, we 
invested approximately 3.1 billion roubles in environmental 
protection initiatives. Severstal won the Environmental 
Responsibility nomination of the Russian Business Leaders: 
Agility and Responsibility 2016 Contest, and Interfax 
ERA rated us as the leading Russian steelmaker by 
environmental transparency in their research.

As a part of our commitment to transparency, we arrange 
regular meetings with the international investor community. 
Severstal marked the tenth anniversary of its listing on the 
London Stock Exchange on 1 November in London where, 
at our annual Investor Day, our executives presented the 
results of our corporate strategy. In 2016 Severstal was 
ranked among the top three Russian companies in investor 
relations.
We support ensuring a favourable social environment in 
our regions, and it helps us deliver on our strategy. We 
make significant investments in the development of social 
infrastructure, in education, culture and sport. Severstal 
supports small and medium businesses, as well as children, 
youth and local community support projects. We work on 
these projects in our regions together with local authorities 
and public.
This Report provides a detailed account of our activities in 
sustainable development. We hope that the information 
about our key activities and results in corporate social 
responsibility help you to gain a deeper understanding of 
Severstal and bring new momentum to our collaboration.

Alexander Shevelev

Chief Executive of  
AO Severstal Management
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Severstal  is one of the world’s largest vertically 
integrated steel and mining companies. 

According to World Steel Association, Severstal is 33rd 
largest steelmaker worldwide. 

Severstal is one of 25 Russian companies in Forbes 
Global 2000, Forbes’ annual ranking of world’s largest 
publicly traded businesses. 

With core assets in Russia, Severstal is one of the top 
four Russian steelmakers. 

Severstal has approximately 50,000 employees.  
We are a supplier to leading Russian and international 
energy enterprises, automakers, machinery and 
construction companies. 

Severstal comprises two core production divisions, Severstal 
Russian Steel (steelmaking and steel product manufacturing 
facilities) and Severstal Resources (iron ore and coking 
coal mining and processing plants). We are a leader in 
profitability in general, and Cherepovets Steel Mill is one of 
the most profitable steelmakers worldwide. Severstal is one 
of the few steelmakers with almost full self-sufficiency in 
raw materials for steelmaking—iron ore and coking coal—
through vertical integration. 
Among our other competitive advantages is efficient cost 
management that improves Severstal’s ability to withstand 
market fluctuations.
Severstal is listed on the Moscow Exchange (MOEX), and our 
GDRs are traded on the London Stock Exchange (LSE).

1 About Severstal
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О КОМПАНИИ
БИЗНЕС И СОЦИАЛЬНАЯ 
ОТВЕТСТВЕННОСТЬ

КОРПОРАТИВНОЕ УПРАВЛЕНИЕ ПЕРСОНАЛ
БЕЗОПАСНОСТЬ ТРУДА  
И ОХРАНА ОКРУЖАЮЩЕЙ СРЕДЫ

СОЦИАЛЬНОЕ ПРОЕКТИРОВАНИЕ  
И СОЦИАЛЬНЫЕ ИНВЕСТИЦИИ

ОБ ОТЧЕТЕ ПРИЛОЖЕНИЯ

Северсталь
Отчет об устойчивости развития за  2016 год
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Cherepovets 
Steel Mill
Vologda Oblast

Olcon
Murmansk Oblast

Karelsky Okatysh 
Republic of Karelia

Izhora Pipe Mill
St. Petersburg

Usinskoye deposit
Komi Republic

Tsentralnoye deposit
Tuva Republic

Severstal Long Product 
Mill Balakovo
Saratov Oblast

Vorkutaugol
Komi Republic

Metalware businesses 
in Russia, Ukraine 
and ItalyProducts

Steel

Coking and steam coal

Iron ore

Large diameter pipes, metalware and 
other high value added products

Assets in operation

Assets under construction

 

Map of Severstal Assets

Our capabilities and advantages
• High level of vertical integration and self-sufficiency in 

raw materials enabling us to satisfy the needs of our 
businesses and sell to Russian and foreign customers

• The lowest cost of steelmaking worldwide with potential 
for further reduction

• Highly diversified geography and product range
• High share of high-value-added products
• Favourable logistics and proximity to consumers
• Ability to switch quickly between internal and export 

markets

• Focus on customer service and quality
• Minimum debt and significant free cash flow
• Balanced and well-designed dividend policy
• Skilled employees, highly engaged in the attainment of 

business goals
• Continuous effort to minimise our environmental footprint
• Efficient social investments and investments in human 

capital helping to maintain social stability in our regions



ABOUT SEVERSTAL BUSINESS AND CORPORATE  
SOCIAL RESPONSIBILITY CORPORATE GOVERNANCE EMPLOYEES OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION
SOCIAL PROJECTS  

AND INVESTMENTS
ABOUT  

THIS REPORT APPENDICES

9
Severstal

Corporate Social Responsibility and Sustainable Development Report 2016

Cherepovets 
Steel Mill
Vologda Oblast

Olcon
Murmansk Oblast

Karelsky Okatysh 
Republic of Karelia

Izhora Pipe Mill
St. Petersburg

Usinskoye deposit
Komi Republic

Tsentralnoye deposit
Tuva Republic

Severstal Long Product 
Mill Balakovo
Saratov Oblast

Vorkutaugol
Komi Republic

Metalware businesses 
in Russia, Ukraine 
and ItalyProducts

Steel

Coking and steam coal

Iron ore

Large diameter pipes, metalware and 
other high value added products

Assets in operation

Assets under construction

 

Key Financial and Operating Results in 2016
Number of employees at the end of the reporting period 49,228
Revenue, US$ billion 5.916 (-8 %)
EBITDA, US$ billion 1.911 (-9 %)
Free cash flow 1.021 (-34 %)
Cash CAPEX, US$ million 525
Steel Production, million tonnes 11.6
Hot metal production, million tonnes 9.3
Share of high-value-added products, % 42
Coking coal concentrate, million tonnes 4.1
Iron ore pellets, million tonnes 10.8
Iron ore concentrate, million tonnes 4.1
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Core Businesses and Corporate Structure

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 five coking coal producers, whilst our iron 
ore businesses are leaders by extraction volume in their 
respective markets.

Severstal Resources provides nearly all the iron ore and 
approximately 70 % of the hard coking coal needs of 
Severstal Russian Steel. On top of that, Severstal Resources 
is a large supplier of raw materials to external clients. Our 
divisional development strategy is focused on maintaining 
our market share in Russia and expanding our international 
presence.

Vorkutaugol

Vorgashorskaya mine
Vorkutinskaya mine
Zapolyarnaya mine

Komsomolskaya mine
Severnaya mine

Yunyaginskiy open pit
Pechorskaya Preparation Plant

Karelsky Okatysh

Kostomuksha pit
Korpanga pit

Severstal Resources

Design of mining facilities

SPb-Giproshakht

Product shipments

Cherepovets Steel Mill External consumers

Mining and refining raw materials for steelmaking

Coking coal

Olenegorsk Iron Ore Plant

Olenegorsk pit
Kirovogorsk pit
Vostochny pit

15th Anniversary of October pit
Komsomolsky pit

Olenegorsk underground mine

Iron ore concentrateIron ore pellets

Mining suspended in May 2016
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Located in Murmansk Oblast, Olcon mines magnetite-
hematite quartzite ores from five open pits and produces 
high-quality iron ore concentrate, crushed stone and ferrite 
strontium powder. In 2015, it produced 4.1 million tonnes of 
pellets, slightly less than in the previous year.

Priorities of Severstal Resources for 2016
• Implementing health and safety initiatives
• Improving operating efficiency and increasing production 

volumes
• Reducing costs, improving service and product quality and 

streamlining production

Coal Production
We mine coal at Vorkutaugol, which is in the Komi Republic 
in the north-western part of European Russia. Vorkutaugol 
is a major Russian producer of hard coking coal used as 
a raw material to produce coke, which is in turn used in 
steelmaking. Vorkutaugol has four mines, one quarry, 
two preparation plants, one mechanical plant and a 
transportation department.
Vorkutaugol preparation plants processed more than 8.9 
million tonnes of coal in 2016 producing 5.8 million tonnes 
of final product, which is 24.9 % less than a year before. In 
2016 Vorkutaugol sold over 4.1 million tonnes of coking coal 
concentrate and over 2 million tonnes of steam coal (27.2 % 
and 4 % less than in 2015 respectively). This reduction is 
attributable to the Severnaya mine disaster in February 
2016, after which the mine was sealed off.

Iron Ore Production
Severstal Resources has two iron ore producers, Karelsky 
Okatysh and Olcon.
Located in Karelia, north-western Russia, Karelsky Okatysh 
is one of Russia’s leading and most advanced iron ore 
producers. Karelsky Okatysh mines magnetite quartzite ores 
and produces high-quality iron ore pellets with 66 % iron 
content. In 2016, it produced 10.8 million tonnes of pellets, 
up 2.2 % from the year before.

2014

4,847

2015

5,666

2016

4,147

Coking coal concentrate sales 
(Vorkutaugol), thousand tonnes

2014

10,600

2015

10,604

2016

10,842

Sales of iron ore pellets,  
thousand tonnes

2014

4,500

2015

4,143

2016

4,103

Sales of iron ore concentrate,  
thousand tonnes
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Key production volumes of Severstal 
Russian Steel, million tonnes

Coke consumption in hot metal 
production, million tonnes

201620152014

11.3
9.1

11.5 11.6

9.2 9.3

Steel Hot metall

2016

4,003

2015

3,928

2014

3,909

Steel Production
Severstal Russian Steel is the leading Russian steelmaker 
with world-class steelmaking assets. Severstal Russian Steel 
produces high-value-added rolled products, long products 
for the construction industry, and downstream products, 
including large diameter pipes and metalware. Severstal 
Russian Steel also has service centres and stamping 
facilities. The division has the highest share of high-value-
added products among its domestic peers.

The core asset of Severstal Russian Steel is Cherepovets 
Steel Mill located in the north-western part of Russia. The 
mill has convenient rail access to our mining businesses 
and direct river access to Baltic Sea ports. Cherepovets 
Steel Mill is located at the meeting point of three Russian 
economic regions, Northern, Northwestern and Central. Its 
unique location simplifies quick delivery of raw materials to 
ensure uninterrupted production and equally quick delivery 
of products to buyers, including industrial customers in 
Leningrad Oblast and Moscow Oblast.

 

This division also includes Severstal Long Product Mill 
Balakovo, a next-generation mini mill manufacturing a range 
of products for the construction industry (Saratov Oblast), 
Izhora Pipe Mill (St. Petersburg Oblast, Kolpino District), TPZ 
Sheksna (Vologda Oblast), Severstal Metiz Group, a leading 
metalware producer, and several scrap processing facilities. 
Service businesses of Severstal Russian Steel repair and 
manufacture equipment, and produce hardware and 
machinery products, supporting the manufacturing processes 
of Cherepovets Steel Mill and serving external customers. 
Severstal product catalogue is available on our corporate 
website http://chermk.severstal.com/rus/products/byuse/
index.phtml/.
Compared with 2015, our production of hot metal and steel 
increased slightly in 2016. The reconstruction of hot-air units 
in blast furnaces #2 and #1 together with upgraded coke 
battery helped us to reduce coke consumption.
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Cherepovets Steel 
Mill

steelmaking
flat steel and  
long products

SSM Tyazhmash

machinery products

Severstal Long 
Product Mill 

Balakovo
scrap recycling  

into steel products
long products

Severstal Metiz

fasteners  
(Cherepovets and Oryol)

SMС-Kolpino

semi-finished steel 
products

Gestamp-Severstal-
Kaluga

steel products  
for the automotive 

industry

Severstal TPZ 
Sheksna

straight seam electric 
welded pipes

Gestamp Severstal 
Vsevolozhsk

steel products  
and components  
for automotive  

applications

Izhora Pipe Mill

large diameter pipes

Redaelli SSM

wire products  
and steel ropes

Severstal Russian Steel

Production of steel, rolled products and other steel products

Supporting facilities and service providers

Sales Passenger and freight transportation

Severstal-SMC-Vsevolozhsk

steel service centre

Severstal Distribution

Five sales businesses of Severstal offering steel products to customers 
across Russia, Ukraine, Belarus and the European Union.

Severstal Air Company

domestic and international air travel

Domnaremont

commercial and civil construction 
and renovation

repairs of machinery equipment

Teci Rus

rope service and distribution 
centre of Severstal Metiz and 

Redaelli

Severstal-Gonvarri-Kaluga

steel service centre

Severstal Export

Sales of steel products to countries other than Baltic States and CIS. 

NEVA METAL

shipping and storage of steel products for export 

Severstal Promservice

service centre

Severstal Vtorchermet

scrap purchasing, processing and sales

Severstal Infocom

information and communication 
services

Project and design services
Severstal Project KO VNIIMETMASH Steel Solutions
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External deliveries by rail in 2016, tonnes
Inbound Outbound Total

Severstal 21,306,695.7 8,658,482.1 29,965,177.8

Severstal Long Product Mill Balakovo 433,447 689,374.1 1,122,821.1

Olcon 88.8 123,998.9 124,087.8

Vorkutaugol 62,229.5 2,010,223.8 2,072,453.3

Karelsky Okatysh 678,755.2 6,029,914.1 6,708,669.3

Transportation
We transport raw materials and products of Severstal and 
Severstal Resources by rail, water and road. Transportation 
is provided by our own transportation businesses and, for 
certain services, third parties. Starting from 2016, we use 
safety and customer orientation as the core performance 
evaluation criteria for our transportation service providers.
Severstal Resources maintains a fleet of excavators and  
91 mine trucks to load and deliver mined ore, as well as other 
vehicles to transport people and freight.
The core mode of transport covering of the needs of 
Cherepovets Steel Mill, is rail (56.7 million tonnes in 2016). 
Severstal uses major railway operators with some of the 
largest rolling stock, including Freight One and Federal 
Freight. In 2016, we started using heavy duty rail cars for 
domestic deliveries. These cars can transport up to 75 tonnes 
of freight, which is seven tonnes more than standard.
Severstal also uses water transport to deliver steel and slag 
treatment products, limestone and scrap to Russian and 
foreign customers. We use water transport for 12 % of our 

products and raw materials. We work out of Cherepovets 
Steel Mill industrial port and use the services of Neva Metal 
stevedore company.
As we increased the share of metal product and scrap metal 
shipments, Cherepovets Steel Mill increased its turnover in 
2016 navigation to approximately 4 million tonnes.
Neva Metal operates at four moorings and industrial 
zones of the Big Port St. Petersburg. Neva Metal forwarded 
approximately 3.2 million tonnes of cargo in 2016,  
a decrease of 2 % from 2015. The amount of container 
cargo was approximately 96,000 TEU. Steel products of 
Cherepovets Steel Mill comprised 60 % of the overall turnover 
of Neva Metal.
Road transport only covers 3 % of our product and raw 
material transportation needs.
The most significant element of the environmental footprint 
of our transportation operations is the CO2 emissions from 
internal combustion engines.
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Fuel consumption by mobile equipment, tonnes
2013 2014 2015 2016

Severstal Resources
Gasoline 827 564 384 576
Diesel fuel 108,830 101,725 100,761 102,336
Severstal Russian Steel
Gasoline 774 403 417 368
Diesel fuel 24,460 22,291 17,574 20,834

In 2016 Severstal Resources increased its diesel fuel 
consumption due to larger production volumes, and gasoline 
consumption due to transition of Vorkutaugol to direct fuel 
purchasing while it was buying fuel as a part of repair and 
maintenance service packages.
We established consistent rules with clear criteria for volumes 
of work for all our transportation contractors. We have 
implemented automated contractor supervision in our fleet 
operations dispatch. We offer transportation services to our 
investment project contractors to reduce the number of third-
party vehicles onsite.
We are streamlining the transportation of our products and 
raw materials. Severstal Russian Steel has been developing 
a unified transportation planning and management system 
since 2014 to improve its logistics processes. Cherepovets 
Steel Mill uses multimodal transport to combine various 
transportation modes and reduce dry runs. This helps us 
reduce transportation costs and time while lowering CO2 
emissions. We use SAP ТМ module to monitor marine 
and road transport operations, as well as domestic and 
international rail deliveries. This module is integrated with 
other accounting system and gives us an opportunity to plan 
our logistic operations. All shipping documents are generated 
automatically. Transition to integrated transportation 
planning and management helps Severstal to streamline 
product shipping and the management of lead times for 
delivery of steel products.
In 2016 Cherepovets Steel Mill saved 551.7 million roubles 
through efficient use of rolling stock, increased volume of 
water shipments and higher performance of road and rail 
transport.
Severstal uses an integrated GLONASS/GPS system to 
monitor our vehicle fleet. Our dispatch monitors the locations, 
movements and idling of vehicles, and receives accurate 
mileage and fuel consumption data. This system helped us use 
our fleet more efficiently while reducing fuel consumption and 
СО2 emissions.
Based in Cherepovets International Airport, Severstal Air 
Company has one Yak-40 and six Bombardier CRJ-200 
aircraft. Severstal Air Company has 266 employees.
In 2016 Severstal Air Company served 14 domestic 
destinations, including Moscow and St. Petersburg, and  
three international routes, to Burgas (Bulgaria), Prague 
(Czech Republic) and Helsinki (Finland). In 2015, it carried 
203 thousand passengers (170.4 thousand in 2015)  
on 3915 scheduled flights (3546 in 2015). Severstal Air 

Company completed 535 charter flights in 2016, compared 
with 338 in 2015. Total consumption of TC-1 jet fuel was 
13,799,583 kilograms, compared with 12,648 tonnes  
in 2015.

Sales
Severstal Russian Steel sells its products directly to end users 
in the domestic market. Our products are also delivered to 
regional distributors and end users in Russia and abroad 
through Severstal Distribution, our in-house distribution 
network.
Russia remains the key market for Severstal. In 2016, 
domestic market represented 68% of divisional sales, 
compared with 63% in 2015. Exports sales were 32% of 
total sales by volume. Due to a challenging environment 
in domestic and global markets, our total sales by volume 
reduced from 10.9 to 10.7 million tonnes.

Sales by volume, million tonnes

Sales of Severstal Russian Steel  
in 2016 by region, %

2016

5.5

2015

5.3

2014

5

5.2

0.4 0.5 0.7

5.1 4.5

High-value-added products
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Increasing the sales of high-value-added products remains 
our priority. These products represented 42 % in the overall 
sales of Severstal Russian Steel, compared with 47 % in the 
previous year. The share of semi-finished products increased 
from 4 % to 7 %.
In 2016, the share of our sales to construction and 
processing industries increased by 2 %. We were able 
to maintain our position in machinery and automotive 
industries. Challenging macroeconomics resulted in reduced 
demand and lower sales to other traditional consumer 
industries of Severstal, including tube and pipe (–4 %) and oil 
and gas (–2 %).

The main sales market for Severstal Resources is Russia, 
which is home to our key mining assets. Intersegment 
transactions represent 45 % of our iron ore pellets sales, 
97 % of iron ore concentrate sales, and 78 % of coking coal 
sales. Severstal also sells these materials to third parties 
in Russia, including most large Russian steelmakers, and 
internationally. Russia’s share of the consolidated sales of 
Severstal Resources has reduced to 68 % in 2016, compared 
with 78 % in 2015. Export sales generated 32 % of our 
revenue.

Sales of Severstal Russian Steel  
by industry, 2016

Revenue of Severstal Resources,  
US$ million

Revenue of Severstal Russian Steel reduced by 7%.

Revenue of Severstal Russian Steel,  
US$ million

Revenue of Severstal Resources by product 
group in 2015
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Steam coal
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Industry Environment and Corporate 
Business Strategy
Steelmaking is a core industry of the Russian economy, 
only second to oil and gas by importance. Steelmaking 
industry contributes approximately 5 % of national GDP, 
making up over 12 % of the whole manufacturing sector and 
generating over 5 % of the overall tax revenue at all levels. 
More than 1,500 businesses and organisations are involved 
in steelmaking; 70 % of them play a vital role in the economy 
of their cities and regions, and make a critical contribution to 
regional social stability.
More than 660,000 people work in this industry. Experts 
believe that one job in steelmaking creates up to seven jobs 
in adjacent industries. However, steelmaking itself depends 
on other industries as they generate demand for its products.
Over the last 15 years, our industry has significantly reduced 
the depreciation of fixed assets, developed new steel melting 
and pouring technologies, expanded the range of products 
and improved steel product quality.
Russia is an important player in the global steel market. 
In 2016 Russia was the fifth largest steelmaker worldwide. 
Russian steelmaking is integrated in the global economy. 

Metals and metal products comprise the second largest 
product group of Russian exports. Our industry brings almost 
10 % of hard currency export revenue. In 2016, the export of 
Russian metals reduced by 11.9 % by revenue, but increased 
by 4.4 % by volume.

The Russian Ministry of Economic 
Development has included Severstal  
in the list of national backbone 
enterprises. This list includes 199 major 
enterprises with considerable influence 
on national GDP, employment and social 
stability in Russia. The earnings of these 
enterprises generate 70 % of national GDP.
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Severstal in 2016
Global market started recovering gradually in 2016, largely 
due to a reduction in production capacity in China that led to 
a better supply-demand balance. 
Vertically integrated business model and a strategy focused 
on performance, customer orientation and product quality 
helped Severstal to achieve solid financial and operating 
results in 2016. 
Even though low demand and low prices early in the year 
resulted in 5.8% reduction in Group revenue, to US$5.4 
billion, Severstal was able to remain one of the market 
leaders by profitability, at 32.3%, with a very low level of 
debt.
IFRS net profit of Severstal was US$1.62 billion, compared 
with US$0.6 billion in 2015.
Severstal was able to respond to an approximately 4% year 
on year decrease in Russian steel consumption by increasing 
steel product exports, which represented 32% of our sales by 
volume. Overall, sales by volume remained in line with the 
previous year. Our key steelmaking assets were operating at 
close to full utilisation throughout the year. 
However, the global market has become increasingly 
complex with the introduction of protective measures in 
several countries. We will keep using all legal measures 
available to us to protect our interests as we comply with 
all international trade regulations in selling our products. 
Severstal also expects that low production costs, diversified 
sales geography and increased product and service quality 
standard will help us to offset the effect of new protective 
measures.
In 2017, we expect stabilisation of prices in global raw 
material and steel markets.
Moody’s reconfirmed Severstal’s rating at Ba1/Stable. Also 
in 2016, Fitch Ratings and S&P upgraded Severstal’s credit 
rating to investment grade “BBB-”.

Revenue, US$ million

EBITDA, US$ million

EBITDA Margin, %

201620152014

8,926

6,396 5,916

201620152014

2,211 2,096
1,911

201620152014

26.7

32.8 32.3
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2017 Investment Programme
Severstal maintains a prudent approach to capital expenditures 
and continues selective investments in steelmaking plants 
and modernisation of treatment facilities. Despite market 
stabilisation and activity, Severstal is neither actively looking 
for new assets, whether in Russia or abroad, nor is planning 
to invest in capacity expansion considering global capacity 
excess. Our medium-term strategic goal is to limit our capital 
expenditures to US$1 billion per year.

The 2017 investment programme of Severstal remains 
at the same level as a year before and covers the whole 
manufacturing technology chain. We will invest 43 billion 
roubles in the maintenance of core manufacturing assets 
(45%) and business development (55%). We will focus our 
programme on the priority aspects of our corporate strategy, 
including further cost reductions, increasing the share of 
high-value-added products, improving safety and customer 
orientation. Severstal finances all investment projects internally. 

CAPEX, US$ million

201620152014

779

440
525

Severstal’s strategy 
The five key elements

1 Cost and efficiency leadership

2 Building a customer-oriented 
organisation

3 Smart capital expenditure

4 Health & safety and people

5 Sustainable development

Direct economic value generated and 
distributed, US$ million 

2015 2016

Direct economic value generated:

Revenue (6,484) (5,927)

Economic value distributed, including:

Operating expenses  (4,612)  (4,293)

Salaries and benefits  (882)  (848)

Payments to providers of 
capital

 (954)  (1,077)

Payments to governments 
(per country)

 (102)  (211)

Direct community 
investments and donations

 (37)  (40)

Economic value retained: (103) (542)

Severstal Russian Steel 

26 billion roubles 
12.1 billion roubles 
in development projects: construction of a coating plant  
and the second ladle furnace at Cherepovets Steel Mill.

1.7 billion roubles 
in informational technology initiatives.

13.9 billion roubles 
in the maintenance of existing facilities and improvement  
of divisional industrial safety systems.

Severstal Resources

17 billion roubles
8.4 billion roubles 
in production development, including the expansion of 
mining in the resources business units, as well as health and 
safety projects such as the implementation of a new multi-
functional safety system at Vorkutaugol.

8.6 billion roubles 
in the maintenance of Severstal’s coal  
and iron ore operations.
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Business and Corporate Social Responsibility 22

Severstal has a strategic objective to build a high-quality  
business consistently generating higher profits  
than the industry average.

2 Business and Corporate 
Social Responsibility
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We use stress tests to model a variety of development 
scenarios for the industry, and they help us adjust our 
existing business plans while supporting our ability to 
respond promptly to new challenges and adjust our 
operations to market changes. Our stress test results indicate 
that Severstal is robust enough to handle any unfavourable 
scenario. In the challenging environment that steelmaking 
and mining industries are facing today, value creation should 
be driven by efficiency rather than growth.
Customer care is a critical component of Severstal strategy. 
We keep enhancing our customer orientation while 
improving product and service quality. These initiatives span 
beyond marketing and sales, covering all our core functions 
such as manufacturing, logistics, finance, IT and human 
resources. 
To ensure we fully meet the needs of our customers while 
being the best steel provider in the market, Severstal works 
on the following:
• Improving product quality, including a full review of our 

quality control process
• Expanding our online service system, and simplifying 

documentation

For Severstal, corporate social responsibility is a critical 
component of a successful business, and sustainable 
development is a fundamental priority of our business 
strategy. Severstal is trying to secure long-term competitive 
advantage taking market trends, social, economic and 
environmental factors into account. 

Our strategy is still based on our mission to be the 
leader in value creation. We discuss the long-term 
market vision and five-year business plans in our an-
nual strategic sessions, while individual investment 
decisions are made during the discussions of our 
annual business plans.
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• Ensuring timely product delivery, including the use of an 
integrated delivery planning system, and the deployment 
of integrated manufacturing and delivery tracking systems

• Reducing transportation costs and improving logistics with 
the use of alternative modes of delivery

• Developing new products and manufacturing test 
batches, while partnering with our customers on product 
innovations

(For further details, please refer to Quality Management and 
Customer Orientation sections.)

The Business System of Severstal is a tool for 
implementation of our Corporate Social Responsibility 
Programme covering all of its key aspects in compliance 
with the ISO 26000 standard (“Guidance on Social 
Responsibility”) including organisational governance, human 
rights, labour practices, environmental protection, consumer 
challenges and local communities. To address these 
challenges, we need to consider employee ideas and engage 
every employee from workers to managers. The purpose of 
Business System projects is to ensure Severstal leadership 
through continuous improvement. The projects of Business 
System link financial, economic, social and environmental 

aspects of our business together, and establish employee 
values and models of conduct aligned with long-term 
development priorities, efficiency, mutual responsibility and 
partnership.
In December 2016, we hosted the final conference 
of Severstal Business System Development Centre in 
Cherepovets. Conference participants focused on two key 
objectives: improving employee engagement and customer 
orientation.
Severstal has a Corporate Social Responsibility Policy that 
defines a standardised understanding and key directions of 
its implementation by all corporate businesses and divisions, 
and provides a common ground to improve the efficiency of 
our social programmes.
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 
responsibility recognised by the Russian and international 
business communities. In implementing this policy, 
Severstal takes stakeholder opinions and expectations into 
account, and works closely with stakeholders on addressing 
important social challenges.



24

BUSINESS AND CORPORATE SOCIAL RESPONSIBILITY

Severstal
Corporate Social Responsibility and Sustainable Development Report 2016

Management of Sustainable Development in Severstal

Aspects                                           Responsibility                                Documents

Improvements in corporate governance

• Financial stability
• Social matters
• Environmental protection and 

occupational safety
• Anti-corruption
• Human Rights

• Board of Directors
• Board Committees
• PAO Severstal Management 

Executive Authority
• CSR and Brand Department

• Russian Central Bank Code of Corporate 
Governance

• British Code of Corporate Governance
• Code of Corporate Governance
• Anti-Corruption Policy
• Code of Business Partnership
• CSR Policies

Stakeholder Engagement

• Shareholders and investors
• Employees
• Society
• Government authorities
• Business partners
• International organisations
• Media

• Board of Directors
• Remuneration and Nomination 

Department
• CSR and Brand Department
• Communications and Investor 

Relations Department

• Code of Corporate Governance
• Code of Business Partnership
• CSR Policies
• Employee Code of Conduct
• Social Charter of RSPP
• Worldsteel Sustainable Development 

Policy

Responsible supply chain

• Customer orientation
• Product quality control
• Planning and fulfilment accuracy
• Reduced delivery times 
• Stock reduction in customer warehouses
• Involving responsible suppliers
• Safety of all participants

• Board of Directors
• Health, Safety and Environmental 

Protection Board Committee

• Code of Business Partnership
• Anti-Corruption Policy
• Quality Policy
• Worldsteel policy

Human Rights

• Non-Discrimination
• Freedom of association and the right 

for collective bargaining
• Right for occupational safety and 

healthy work environment
• Personal data protection
• Anti-corruption
• Human Rights

• Chief Executive Officer
• Ethics Committee
• Remuneration and Nomination 

Department
• CSR and Brand Department
• Enterprise directors
• HR Directors
• Managers
• Employees

• UN Universal Declaration of Human 
Rights

• Constitution of the Russian Federation
• ISO 26000
• Employee Code of Conduct
• HR policy
• CSR Policies

HR Management

• Working conditions and remuneration
• Training and development
• Motivation and promotion
• Social support

• Board of Directors
• Remuneration and Nomination 

Committee
• Board
• Chief Executive Officer
• HR Department
• CSR and Brand Department
• Ethics Committee
• HR Business Partner of Severstal
• Heads of functional departments and 

individual businesses 
• Enterprise HR committee

• HR policy
• Compensation policy
• CSR Policies
• Employee Code of Conduct
• Social and residential standard
• Employee training and development 

regulations and recommendations
• Talent selection and onboarding 

regulations and recommendations
• Goal discussions and employee 

evaluation regulations and 
recommendations
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Aspects                                           Responsibility                                Documents

Environmental protection

• Reduction of environmental footprint
• Reduction of greenhouse gas emissions
• Protection of water resources
• Waste management

• Board of Directors
• Health, Safety and Environmental 

Protection Board Committee
• Divisional occupational health, 

safety and environmental protection 
departments

• Heads of individual businesses and line 
managers

• Environmental protection specialists in 
the individual businesses

• Severstal Group Environmental 
Protection Policy

• ISO 14001
• ISO 50001:2011

Occupational health and industrial safety

• Safe working environment
• Prevention of professional diseases
• Staff training
• Employee engagement and 

implementation of best practices
• Collaboration with trade unions
• Higher supplier responsibility
• Emergency readiness

• Board of Directors
• Health, Safety and Environmental 

Protection Board Committee
• Director of Occupational Health, 

Safety and Environmental Protection
• Heads of businesses
• Heads of respective services in the 

individual businesses
• Organisation of occupational safety 

coordinators 
• Occupational health and safety 

committees in the individual 
businesses

• Occupational Safety Policy
• ISO 14001:2004
• ОHSAS 18001:2007

Energy conservation and energy efficiency

• Energy conservation technologies and 
equipment

• Energy management system
• Utilisation of waste energy
• Renovations and upgrades
• Reduction of steelmaking energy 

consumption
• Reduction of greenhouse gas emissions
• Power generation and consumption 

planning and metering

• Board of Directors
• Health, Safety and Environmental 

Protection Board Committee
• Chief Power Engineer’s Department
• Energy Efficiency Centre
• Production Planning and Procurement 

Directorate
• BSS Development Centre
• Production departments

• Energy Efficiency Policy
• Comprehensive Energy Conservation 

Programme
• ISO 50001:2011 — Energy 

Management Systems

Direct community investments and donations

• Social and economic development of 
our regions

• Employment of local residents
• Small and medium businesses, social 

entrepreneurship
• Development of tourism in the regions
• Culture and art; preservation of 

historical and spiritual heritage
• Improving quality of life of employees 

and local communities (mothers and 
children, vulnerable groups, education, 
health and sports)

• Corporate volunteering

• Chief Executive Officer
• CSR and Brand Department
• CEOs of individual businesses 
• HR departments, corporate GR and PR

• CSR Policies
• Corporate External Social Programme 

Management Policy 
• Corporate Standard for the 

Management of Charitable Activities
• ISO 26000
• Code of Business Partnership
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2030 Sustainable Development Agenda
In 2015, world leaders adopted a new sustainable 
development agenda to contribute to a better future at a 
historic UN summit. The new 17 sustainable development 
goals were enacted on 1 January 2016. 
Even though individual countries are responsible for 
attainment of these goals, stakeholder partnerships are 
considered an essential element of the overall strategy. All 
stakeholders, including governments, civil society, the private 
sector and everyone else, are expected to do their part.

2016 objectives 2016 highlights 2017 objectives

Financial and economic component

• Improve productivity and reduce 
production costs 

• Our key landmarks, apart from our 
own targeted programmes, is a 
set of benchmarks against our key 
competitors with the goal to outpace 
them in cost reductions

• Maintain cost of tonne of steel at 
2015 level despite inflation and 
salary indexation

• Our cost reduction and performance 
improvement programmes are 
a major protector of our high 
profitability

• Keep costs at some of the lowest levels in the 
industry using our vertical integration and 
continuous performance improvement

• Maintain high EBITDA margin despite 
an expected decrease in average sales 
prices in 2016

• Stay focused on operating efficiency 
and use our balanced asset structure 
to generate competitive advantage

• Our EBITDA margin was 32.3% in the 
reporting year, remaining among the 
highest numbers in the industry

• Maintain industry leadership as prices stabilise 
in global raw material and steel markets

• Maintain a strong financial position relative to 
comparable companies in Russia and worldwide 
thanks to high quality of operating assets, 
low debt and high share of high-value-added 
products in sales portfolio

• Generate stable positive free  
cash flow

• Our free cash flow was US$1,021 
million

• Maintain stable positive free cash flow despite 
fierce competition and increased capital 
expenditure

• Maintain a flexible approach to 
CAPEX; focus on operating efficiency, 
share of HVA products and customer 
orientation

• US$550 million • Keep a prudent approach to capital expenditure 
in further development of customer orientation, 
responsible environmental protection and 
improved performance of manufacturing assets

• Investment programme • 43 billion roubles • In 2017, Severstal’s investment programme will 
be 43 billion roubles

• Maintain net debt to EBITDA ratio 
at one of the lowest levels among all 
steelmakers worldwide

• Achieved. Current ratio is 0.4 • Maintain net debt to EBITDA ratio at one of the 
lowest levels in the industry

• Maintain strong financial position 
through operating efficiency, 
streamlined investments, as well 
as service and product quality 
improvements to generate business 
value and pay dividends on a regular 
basis according to our dividend policy

• Achieved. We paid out US$921 
million

• Continue generating shareholder value through 
vertical integration and continuous performance 
improvement

Quality of governance

• Business System of Severstal  is 
expected to contribute 858 million 
roubles to EBITDA

• Achieved. 939 million roubles • 1,500 million roubles

Severstal believes that our approaches and commitments in 
the area of Corporate Social Responsibility are fully aligned 
with applicable Sustainable Development Goals, with 
consideration for our industry. This Report uses special icons 
to indicate our contribution to the attainment of specific 
goals.

Key Priorities in Corporate Social Responsibility  
and Sustainable Development
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2016 objectives 2016 highlights 2017 objectives

Social component

• Further reduction of injury rate 
• Zero work-related fatalities 

• Not achieved; LTIFR 1.77
• 33 fatalities including Severnaya 

Mine Disaster. Zero fatalities: Karelsky 
Okatysh, Olcon, Metiz 

• Zero workplace accidents and fatalities
• LTIFR 0.92

• Maintain existing approach to goal 
setting and on-target bonuses

• Keep the bonus of at least 4% of 
employee’s annual salary if basic 
targets are achieved

• Corporate goals achieved; many 
segments achieved higher than basic 
level, while Hot Metal, Steel and 
Long Products segments achieved 
ambitious level

• The achievement of the overall 
corporate objective on Operating 
Cash Flow was at 120.75% 

• Adopt a unified Compensation Policy across all 
Severstal businesses 

• Introduce a unified Corporate Objective for top 
executives 

• Cascade objectives from Chief Executive to 
workers through objective matrices 

• Set objectives on stock levels of finished, semi-
finished and unfinished products and assets 
for production directors, repair directors, and 
heads of production planning, logistic and sales 
support departments

• Reduce inconsistencies in the process 
we use to evaluate employee’s need 
for training and development by 30%

• Ensure that line managers evaluate 
professional competencies for 100% 
of worker job types

• Deploy an automated system in our 
resources businesses

• Ensure that line managers evaluate 
professional competencies (skills) of 
workers in all our businesses

• Align mentor selection and training 
process with the adjustments we 
made

• Train workers according to a pplicable 
professional and corporate standards

• Mandatory professional training 
programmes have been fully 
implemented, and participant 
feedback has been collected

• A new Severstal Business Academy 
module, Cross-Functional 
Cooperation, has been designed  
and rolled out 

• We have reviewed 22 training 
programmes under the Education 
Efficiency Improvement project; 
developed pre- and post-training 
tests for training participants for 
each programme; and created an 
interactive training catalogue with 
introductory videos 

• We used our IT system to enrol 
training participants for the first time. 

• We developed and ran a new training 
programme for financial directors 
and their deputies

• We have implemented new forms of 
learning for the English language

• Implement mandatory corporate training 
programmes with updated formats and content 

• Launch the new Efficient Department 
Management programme for top management 
successors

• Develop and launch the new Customer 
Orientation module in the Foreman School, as 
well as special programmes for foremen and 
their successors

• Continue working on training efficiency 
programmes, including launch and development 
of new practical training simulators and an 
online library

• Establish a professional development system for 
Sales Directorate employees and support their 
development

• Continue developing the HR function, design HR 
competencies and development programmes 
for employees at all levels 

• Use professional development events to 
support new initiatives such as expert networks, 
innovation support groups, etc. 

Environmental component

• Develop a draft standard for 
maximum permissible discharges for 
Severstal

• Improve air-tightness of coke plant 
equipment to reduce our impact on 
the air quality in the city, and reduce 
fugitive emissions

• New draft standard for maximum 
permissible discharges developed; 
emissions permission granted for five 
years

• Emission reduction programme 
developed for CP-1, 2 coke batteries. 
Cleaning systems, sludge pipes and 
air pipes have been replaced at nine 
aspiration systems

• Complete the construction of central gas 
cleaning system for Ladle Furnace 2 and Steel 
Finisher

• Reduce impact on water bodies. 
• Achieve compliance with iron, nickel, 

manganese and zinc emission limits 
for Outlet 10

• We have completed start-up and 
adjustment of the Integrated Water 
Discharge Filtration Station. As 
a result, we were able to achieve 
compliance with emission limits for 
Outlet 10

• Continue the upgrade of sludge treatment 
facility of blast furnace gas cleaning systems 
in the main building of blast furnace 1–5 
dehydration plant, and the development of 
production technology at Severstal Metiz

• Complete the selection and adaptation of plants 
for the research project on the use of vegetation 
to finish the treatment of water discharged from 
Outlet No. 3 to Koshta River
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Our progress with the corporate social responsibility and 
sustainable development strategy is discussed in individual 
sections of this Report. Our decision-making principles, 
structures and processes are largely compliant with the 
requirements of the ISO 26000 standard. This standard 
requires that these principles, structures and processes 
enable the organisation to develop strategies, goal and 
objectives reflecting its social responsibilities, to demonstrate 
responsibility and accountability of the management team, 
to establish and support an environment and a culture 
promoting the implementation of social responsibility 
principles, to eliminate discrimination in recruitment and 
career development, and to balance the needs of the 
organisation and the interests of its stakeholders.
For Severstal, 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 reflecting 
Russian and international best practices in productive 
cooperation with the communities.
As one of 75 largest steelmakers worldwide, Severstal 
signed the Worldsteel Sustainable Development Charter 
reconfirming their commitment to the principles of 
sustainable development of our industry.

Severstal Awards in 2016
• In 2016, Severstal was placed in the top ten of RSPP 

Responsibility and Transparency and Sustainable 
Development Vector indexes. These indexes include top 100 
companies from among the largest Russian enterprises.

• Severstal took the top spot in the Environmental 
Responsibility category, and together with the Agency 
for Urban Development won the Grand Prix of the Inter-
Sectoral Partnership on Regional Social nomination of the 
Russian Business Leaders: Agility and Responsibility 2016 
contest by RSPP.

• Interfax ERA named Severstal the most environmentally 
transparent steelmaker in Russia in its research.

• Severstal was also placed among the top three Russian 
enterprises in investor relations and won the annual IR 
Magazine contest.

 Severstal participated in the first environmental ranking 
of Russian mining companies developed by WWF Russia 
(World Wildlife Foundation) and a joint project of UNDP/GEF 
and Russian Ministry of Natural Resources and Environment 
on the preservation of biodiversity in Russia’s energy sector 
development policy and programmes. The raters evaluated 
environmental management, environmental footprint, and 
disclosure/transparency of 33 industry players, Severstal was 
placed 11th in the final ranking.

• Saratov State Radishchev Arts Museum presented Severstal 
with a Patron Award. We were named the main patron of 
Saratov Museum and received a special award at the It Is 
My Pleasure to Donate… Museum Patron event.

• Our health, safety and environment team members were 
ranked among the top 100 professionals in Russia’s Top 
Occupational Health Professionals 2016 contest.

• The Agency for Urban Development received an 
award for its contribution to development of socially 
responsible entrepreneurship in Vologda Oblast, a Letter 
of Commendation from the Social Project of the Year 
social entrepreneurship project contest, and a Letter of 
Commendation from the Mayor of Cherepovets Yury Kuzin 
for active and professional contribution to development 
of the new city strategy, Cherepovets is a Growing and 
Developing City.

• The Way Home Charitable Foundation received several 
letters of commendation and awards from the Governor 
and the Government of Vologda Oblast and other 
regional government authorities and non-governmental 
organisations for its contribution to the development of 
civil society and high-quality implementation of socially 
significant non-profit projects.

• Severstal Long Product Mill Balakovo won the regional 
Investor of the Year contest for the fourth time.

• Severstal received a Gold Medal of the Metal Expo 2016 
International Trade Fair for the development of steel 
grinding ball production technology at the ball rolling 
mill of Cherepovets Steel Mill, and a Silver Medal for the 
improvement of exterior coating technology for backbone 
pipes.

• The following Severstal’s innovations received medals 
at the International Trade Fair in China: Gold Medal, 
Trade Fair Award and a Special Prize of Korea Invention 
Promotion Association for the development of a 
technology to produce corrosion resistant thick plates 
from low-alloy steel; Silver Medal, Trade Fair Award and 
the Award of BiH Nova Innovation Association for the 
development of dual-layer steel rolled sheet and product; 
Bronze Medal, Trade Fair Award and the Award of Thailand 
National Research Council for the development of high-
strength welded rebar shape.

• Severstal Distribution was one of the winners of the Fastest 
Growing Distribution Network category of the Russian 
Metal Market Conference. SMC Vsevolozhsk won the 
Leader of Innovative Development award. SMC Kolpino 
received an award of the Best Russian Metal Service Centre 
contest.

• President of Russia Vladimir Putin awarded the Decoration 
for Beneficence to the head of Severstal Alexey Mordashov 
for his significant charitable and social contributions.

• Head of Corporate Social Responsibility and Brand 
Department of Severstal Management Natalia Poppel was 
named the best Russian CSR manager in Russia’s Top 50 
Corporate Social Responsibility Managers rating of the 
Association of Russia’s Managers for the second year in a 
row.

• The head of the distribution network of Severstal Russian 
Steel Andrey Alekseev received the Decoration for 
Contribution to International Cooperation of the Russian 
Ministry of Foreign Affairs.

• General Manager of Izhora Pipe Mill Dmitry Pokrovsky was 
ranked among the top executives of St. Petersburg and 
Leningrad Oblast.
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3 Corporate Governance

Management of Severstal’s activities in the area of sustainable development  
is integrated in our corporate governance system.

Standards of Corporate Governance 32
Governing Bodies 32
Governance Structure 36
Transparency 37
Risk Management 37
Managing New Opportunities 40
Quality Management 42
 Stakeholder Engagement 47
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The Annual General Meeting is the supreme corporate body 
of Severstal. Shareholders exercise their governance rights 
by the virtue of voting in General Meetings of Shareholders. 
The competence of General Meetings of Shareholders is 
described in the Governing Bodies section of the 2014 
Sustainable Development report of Severstal.
Severstal provides timely notifications to shareholders on the 
dates of the General Meetings of Shareholders, and on the 
vote results. These messages are published on the official 
corporate website.
Annual General Meeting of Shareholders took place on  
24 June 2016 and made resolutions on the following agenda 
items:
• Election of the Board of Directors
• Approval of Annual Report and Annual Financial 

Statements for 2015
• Distribution of Company earnings in 2015. Payment 

(declaration) of dividends for 2015
• Payment (declaration) of dividends for the first quarter  

of 2016
• Election of the Internal Audit Commission
• Approval of Company Auditor
• Approval of a new revision of Company Charter
• Approval of related party transactions that could be 

conducted in future as a part of everyday business of  
PAO Severstal

Standards of Corporate Governance

Governing Bodies 

Severstal’s corporate governance system ensures the high 
efficiency of our operations and combines high quality 
of management decisions with protection of shareholder 
interests and consideration of the interests of other 
stakeholders.
Severstal follows the highest standards of corporate 
governance, fully complies with Russian laws and 
follows international best practices. Severstal follows the 
recommendations of the Corporate Governance Code (2014) 
approved by the Central Bank of Russia and recommended 
for application by publicly listed companies, UK Corporate 
Governance Code, and Severstal Code of Corporate 
Governance as amended by the Board of Severstal on  
21 October 2015.
Severstal Code of Corporate Governance builds on the 
following core principles:
• Protection of the interests of all shareholders
• Unified and well-shaped business structure supported by 

corporate strategy

• Balanced M&A strategy supported by a qualified majority 
of Board members

• Reliance on a stable, deep-rooted and incentivised 
management team

• Industry-leading disclosure practices and transparent 
corporate reporting

• A solid platform for delivering superior, long-term returns to 
all our shareholders

We comply with all requirements of the Moscow Exchange 
for Russian issuers included in quotation lists. Common 
shares of PAO Severstal are a part of Level 1 “A” quotations 
list, the highest-level list with the strictest issuer requirements 
in the areas of corporate governance, transparency, 
information disclosure and share liquidity.
Severstal is a member of the Russian Institute of Directors, 
the leading expert and resource centre for corporate 
governance, established by the largest Russian companies 
to develop, incorporate and monitor standards of corporate 
governance in Russia.

At Extraordinary Meetings of Shareholders on 2 September 
and 2 December 2016, the Shareholders approved dividend 
payments for the first six months and the first nine months of 
2016 respectively.

Severstal’s Board of Directors is responsible for the general 
management and performance of the company’s operations, 
including the discussion, review and approval of its strategy 
and business model, and closely monitoring its financial and 
business operations both by segment and as a whole.

The Board’s main objective is to run the company in a way 
that increases shareholder value in the medium and long-
term. The Board also works closely on short-term financial 
and operating matters, such as debt and costs.

The Board takes the interests of all stakeholders in 
consideration when making its decisions.

The Board is also responsible for disclosure and 
dissemination of the information about Severstal’s 
operations, for implementation of its information policy, and 
for the matters related to insider information of Severstal.

The Board decides on the most important aspects 
of Severstal business except for those that are in the 
competence of the General Meeting of Shareholders.

Core competence of the Board, responsibilities of Board 
Members, and the rules of vote counting during their election 
are detailed in the respective section of the 2016 Annual 
Report.
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Structure of Severstal Governance and Control

Shareholder Level

External auditor

Revision
Commission

Management Level

Board Level

Annual General
Meeting

Audit Committee

Remuneration and
Nomination Committee

Health, Safety and
Environmental Protection

Committee

Internal audit

Corporate Secretary Board of Directors

Sole Executive Authority
Management Company
Severstal Management

An important function of the Board is ensuring uninterrupted 
operation of the risk management system and internal 
controls in Severstal.
The Board operates according to applicable Russian laws, 
Severstal Charter (2016) and the Regulations for the Board 
of Directors (2014).
Each member of the Board must be a physical person.
The Board consists of ten members, including five 
Independent Non-Executive Directors, two Non-Executive 
Directors and three Executive Directors. All Board members 
are men. Severstal has separate roles for the Chairman 
and the Chief Executive. The ratio of Independent Non-
Executive Directors to the total number of directors on the 
Board guarantees equal protection of the interests of all 
shareholders. A balanced board is a critical prerequisite for 
high-quality decision-making.
As the Chairman of the Board of Severstal, Alexey 
Mordashov works on the matters of strategic development 
and talent management.
Since 1 January 2015, Severstal Management has been the 
sole executive authority (Chief Executive) of Severstal. The 
management company is responsible for all matters of the 
everyday business management with the exception of those 
in competence of the General Meeting of Shareholders and 
the Board.
Executive biographies of individual Directors are available 
in the Corporate Governance Report section of the 2016 
Annual Report of Severstal.
In 2016, the Board had four in-person and 18 absentee 
meetings, and reviewed the following key issues:
• Severnaya Mine Disaster
• Approval of the Internal Audit Regulations and the new 

revision of the Regulations for Board Committees
• Global market environment

• Reports of the Board Committee Chairmen
• Proposals from shareholders for candidates to the 

Company Board
• Matters related to the organisation and conduct of the 

General Meeting of Shareholders
• Recommendations for the General Meeting of 

Shareholders on the amount of dividends payable for the 
full year 2015, first three months of 2016, first six months 
of 2016 and first nine months of 2016

• Annual Report for the year 2015
• Approval of the Auditor’s fee
• Approval of Company financial statements for the full year 

2015, first three months of 2016, first six months of 2016 
and first nine months of 2016

• Issues related to the Company’s strategic opportunities
• Election of the Chairman of the Board, Senior Independent 

Director and members of the Board Committees
• Issues related with the company’s bonds;
• Company budget for 2017
• Related-party transactions
The Board undergoes an annual self-evaluation of its 
performance based on the individual contribution of each 
Board member, and an external evaluation once every three 
years. An externally facilitated evaluation of the Board for 
2016 was held this year in cooperation with an international 
expert group. The activities of the Board and its committees 
received high marks. The Board reviewed the results of 
its evaluation in a meeting in February 2017. The Board 
had agreed on the strategy of its development focused 
on the implementation of observations resulting from the 
evaluation. (For further details, please refer to the Statement 
on the Board Evaluation Results section of the 2016 Annual 
Report of Severstal.)



34

CORPORATE GOVERNANCE

Severstal
Corporate Social Responsibility and Sustainable Development Report 2016

Composition of Severstal Board  
(as of 31 December 2016)

Sakari Tamminen
Senior Independent Director
Remuneration and Nomination  
Committee Chairman

Alun Bowen
Independent Non-Executive Director
Chairman of the Audit Committee
Remuneration and Nomination  
Committee Member

Board Members
Non-Executive directors

Philip Dayer
Independent Non-Executive Director
Health, Safety and Environmental  
Protection Committee Chairman 
Remuneration and Nomination  
Committee Member
Audit Committee Member

Vladimir Mau
Independent Non-Executive 
Director, Audit
Committee Member

Alexander Auzan 
Independent Non-Executive Director 
Health, Safety and Environmental  
Protection Committee Member

Mikhail Noskov
Non-Executive Director

Alexey Mordashov 
Chairman of the Board
Health, Safety and Environmental  
Protection Committee Member
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Board Members*
Executive Directors

Alexey Kulichenko  
Executive Director

Vladimir Lukin
Executive Director
Health, Safety and Environmental 
Protection Committee Member

General Meeting of Shareholders may decide to compensate 
Directors for the delivery of their duties. Severstal may 
reimburse business expenses, including transportation, 
lodging and postal costs as well as fees for translation of 
documents and other materials, to Directors. Remuneration 
and compensation of Board Members is linked to their 
individual contribution to Severstal achievement of strategic 
objectives, including objectives related to occupational safety 
and environmental protection, as well as talent development.

Audit Committee
• Monitors risk management processes and control environment in the Company
• Analyses annual reports, quarterly financial statements and auditor’s opinions

Remuneration and 
Nomination Committee

• Engages qualified professionals to manage the Company, and creates  
the incentives necessary to ensure their successful work for the Company 

• Reviews the remuneration and compensation of Senior Executives  
and Independent Directors

Health, Safety and 
Environmental Protection 
Committee

• Helps the Board of Director to ensure the availability of required risk management 
systems in the areas of occupational health, safety and environment

We have processes in place to prevent conflicts of interest 
in the Board. Board members must refrain from any 
actions that would or could lead to a conflict between their 
interests and the interests of Severstal, and disclose such 
conflicts to the Board whenever they arise. This is one of the 
requirements of the Related-Party Transactions Regulations 
of PAO Severstal.
Severstal receives advice and recommendations from the 
following Board Committees:

* Vadim Larin stepped down from the Board on 7 November 2016
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Committees may not act on behalf of the Board, are not 
considered management bodies of the company, and are not 
authorised to manage the Company.
Committees meet as needed to discuss the matters risen by 
the Board and requiring analysis prior to their approval by 
the Board.

For more information about the activities of Severstal Board 
Committees and other governing bodies, please refer to the 
Corporate Governance Report section of 2016 Annual Report 
of Severstal.

Financial stability
Financial Statements

Internal audit results

Employees
Long-term incentive plan

Succession planning

Executive remuneration structure

Environmental protection and  
occupational safety

Severnaya Mine Disaster 

Divisional industrial safety statistics

Health, safety and environmental matters

Environmental compliance

In 2016, the Audit Committee had four meetings, the 
Remuneration and Nomination Committee had three 
meetings, and the Health, Safety and Environmental 
Committee had two meetings.
The Board is constantly focused on the social aspects of 
corporate strategy and the management of environmental 
risks. In 2016, Board Committees discussed several matters 
in the area of sustainable development. These include:

Governance Structure
AO Severstal Management has been the sole executive 
authority of Severstal since 2015. Its employees include Chief 
Executive Officer of Severstal, their deputies, management 
teams of all Severstal’s core manufacturing businesses, 
employees of the General Directorate providing services to 
divisional departments, as well as employees of value chain 
planning, inter-segment planning, external procurement, 
analytics, expertise, innovations, standardisation and 
standard compliance control departments.
On 12 December 2016, Alexander Shevelev was appointed 
Chief Executive of AO Severstal Management. His previous 
appointments include the Head of SVEZA Group (a subsidiary 
of ZAO Severgroup), and earlier the Head of OAO Severstal 
Metiz (a subsidiary of PAO Severstal).
Severstal Russian Steel includes five product segments 
whose heads report directly to the divisional Chief Executive. 
The structure of repair businesses was mirrored to the new 
segment structure. Current organisational structure of 
manufacturing segments includes five management levels.

Occupational safety and environmental protection 
programmes, investment projects, technology expertise and 
development of new products are now the responsibility 
of the Technical Directorate. Occupational Safety and 
Environmental Protection Department is a part of the 
Technical Directorate now. The Chief Power Engineer’s 
Department has an Energy Efficiency Centre. Talent 
management is the responsibility of the Human Resource 
Directorate, and in addition to that, every production 
directorate has a Senior HR Manager. Our Corporate 
Headquarters have a Corporate Communications and 
Investment Relations Department responsible for external 
and internal stakeholder communications and headed by the 
Director of Communications and Government Relations.

V Chief Executive Officer

IV Unit Manager

III Shop Manager

II Foreman

I Worker
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Transparency

Risk Management

Severstal follows international best practices to ensure our 
high financial and operational transparency. We publish 
quarterly RAS and consolidated IFRS statements.
We publish Annual Report, Financial and Operating 
Statements, as well as Corporate Social Responsibility and 
Sustainable Development Reports. Severstal arranges regular 
meetings with analysts, investors and journalists. (Please 
refer to the Engagement section.) Severstal communicates 

with local communities via mass media publications, public 
events, and public reports about production development 
and corporate environmental and social projects. In 2016, 
press services of our businesses published over 600 press 
releases on operational and social issues.

Severstal uses a risk management system that supports 
our strategic goals. This system is designed for early risk 
identification, a systemic approach to risk mitigation and 
engagement of officers, managers and employees at all 
levels in risk management.

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

Risk Management in Severstal

The Board
• Ensures uninterrupted operation of the risk management system and internal 

controls. Assures shareholders that Severstal has identified key risks and 
successfully manages them

Audit Committee of the Board • Monitors the risk management system and internal controls

Risk Management Committee

• Evaluates the most material risks of Severstal and decides on taking actions to 
manage them

• Promotes communication between functional managers and between the 
management team and the Board

• Approves the concept of risk management system and internal controls
• Reviews and approves external and internal risk reports

Risk Management and Internal 
Control Department

• Coordinates risk identification, assessment and mitigation measures
• Accumulates and processes risk assessment data
• Generates consolidated risk reports
• Implements best practices in risk management and internal audit

Internal Audit Department • Performs independent evaluation of Internal Control and Risk Management System

Occupational Health, Safety and 
Environmental Protection Department

• Manages environmental risks
• Develops and implements health, safety and environmental protection standards 

and policies
• Monitors compliance with health, safety and environmental protection standards
• Conducts communication and training events promoting the understanding 

of health, safety and environmental protection standards by employees, and 
conscious compliance with them

HR Director

• Works with unions in Company businesses to prevent labour conflicts
• Organises regular commission activities on actual social issues
• Monitors feedback received over our hotline, Ethics Committee, Severstal Pulse 

survey and other channels

Risk owners • Identify and mitigate specific risks
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Key non-financial risks that can affect Severstal business, 
financial position and operations, as well as actions taken to 
measure them, are listed below. A complete list of risks that 
Severstal is exposed to is provided in the Risk Management 
section of the 2016 Annual Report.

Management of Occupational 
Safety and Environmental 
Protection Risks
The operation of steelmaking and mining businesses may 
affect the health of employees and local residents, their 
property and the environment. Our key risk factors include 
dangerous workplace conditions, pollutant emissions, and 
violations of waste management rules. These risks may drive 
costs related to long-term injuries of employees, financial 
penalties for violations of environmental regulations, 
damages awarded to other parties, and other related items.
Environmental regulations tend to become stricter in Russia 
and across the world, increasing the risk of additional 
requirements in the area of environmental footprint, 
reduction of emissions, removal of pollution, remediation 

of disturbed land, and other costs that could affect the 
business, financial position and operating results of Severstal.
Severstal uses occupational safety and environmental 
protection policies, a series of programmes in occupational 
safety and reduction of environmental footprint, and 
voluntary commitments in the area of corporate social 
responsibility to manage these risks.
These activities require the use of efficient systems and top 
international management standards in respective areas, 
and the commitment of all Severstal employees to improving 
occupational safety and environmental protection.
Severstal’s occupational safety and environmental protection 
programmes 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 programmes focused on addressing challenges in 
social development.
We cooperate with Russian federal and regional authorities, 
and participate in several government committees and 
business associations. For further details, please refer to 
Occupational Safety and Environmental Protection, and 
Social Projects and Investments sections of this Report.
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Management of Social Risks
Success of our business depends on good relations with 
employees. Severstal has a consistent talent management 
programme focused on supporting the existing productive 
relationships based on mutual respect. Severstal engages in 
fair and productive discussions with our employees, respects 
their freedom of association, and pays significant attention 
to employee development programmes helping them to 
realise their full potential.

We offer social support to our employees and develop 
regional social investment programmes helping us to create 
good living conditions for our employees and their families, 
and to attract new talent.

Severstal accepts attrition resulting from technology 
development and digital transformation. All staff reductions 
are agreed upon with trade unions and implemented in 
compliance with all employee rights in order to prevent the 
development of any social issues in the region. We help our 
employees whose services are no longer needed, for example 
due to automation, by finding them jobs in other business 
units or helping them start their own businesses.

Severstal actively contributes to social and economic 
development of our regions and invests in local quality 
of life and social development programmes. This helps us 
establish a favourable social environment for the operation 
of our businesses, and consistently attract the best talent. 
All these activities are the responsibility of the Agency for 
Urban Development established by Severstal and the City of 
Cherepovets.

Severstal monitors the social wellness of our employees 
and listens to their opinions. We have an efficient 
communications framework that includes a comprehensive 
feedback system. We conduct regular surveys to understand 
how much our employees are satisfied with the content 
and conditions of their work, public activities and their 
relationships with the management.

We also use specialised commissions to facilitate our 
discussions with employees and minimise social risks.

Labour Dispute Commission steps in when an employee, 
either themselves or through a representative, was not able 
to resolve a dispute directly with their manager or head of 
business unit.

Social Insurance Commission oversees the payment of 
state social insurance benefits and organises employee and 
family trips to health resorts.

Special-Purpose Loans and Financial Aid Commission 
arranges financial support for employees in hardship.

Pension Commission determines employee eligibility for 
early retirement in cases of staff reductions or for medical 
reasons.

Moral Damages Determination Commission arranges 
voluntary payments for moral injuries resulting from 
workplace accidents and professional diseases.

Residential Commission reviews housing applications of 
employees and reviews residential lease agreements with 
employees who need a better place to reside for the duration 
of their work for the Company.

Special Workplace Evaluation Commission ensures 
productive communication of all stakeholders during the 
Special Work Environment Evaluation process, including 
the matters of guarantees and harmful workplace 
compensations.

We also conduct regular meetings with union leaders.

For further details about our employee relations, please refer 
to Stakeholder Engagement and Employees sections of this 
Report.

Mitigation of Corruption Risks
Severstal has a comprehensive anti-corruption programme 
focused on practical implementation of provisions of the 
Anti-Corruption Policy of Severstal and Affiliates. This policy 
defines standardised anti-corruption requirements for all 
Severstal businesses and regulates activities exposed to high 
corruption risks. These activities include cooperation with 
partners, acquisition of corporate securities, establishment of 
joint ventures, mergers and acquisitions, conflict of interest 
evaluation procedures, sponsorships and charities, gifts and 
entertainment, etc.
Under this programme, we also developed and adopted 
Severstal Employee Code of Conduct and Severstal Code 
of Business Partnership propagating our anti-corruption 
requirements into our complete supply chain.
Severstal has an Anti-Corruption Policy Training Programme 
and a mandatory online training course for all employees. In 
2016, more than nine thousand employees received training.
We have a registration process in place for gifts, sponsorships 
and charitable activities, and a series of corporate 
procedures detailing its application. This effort is coordinated 
by Risk Management Department of Severstal Management. 
In 2016, this department conducted an annual evaluation of 
efficiency of our anti-corruption processes.
For further details on our anti-corruption activities, please 
refer to the Preventing Corruption and Legal Violations 
section of this Report.
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Managing New Opportunities
Innovations and product quality improvements are priority 
areas for Severstal.
Planning, developing and monitoring the implementation of 
innovative projects is the responsibility of the Chief Executive 
of PAO Severstal, who holds quarterly meetings with the 
Director of Russian Steel Subsidiary, Director of Marketing, 
Director of Sales, Director of Technical Development and 
Quality, Director of Investments, and Project Managers. 
These meetings are focused on project progress and 
challenges, and we make timely decisions on corrective 
actions and replication of successful experiences with other 
customers and in other areas.
PAO Severstal is the industry-leading developer and supplier 
of innovative technologies. As of 1 January 2017, our 
intellectual property portfolio included 462 Russian patents. 
In 2016, we used 93 of our own inventions in production, 
and they saved us 56.23 million roubles. In 2016, we filed 25 
patent applications with Rospatent and received 24 patents.
PAO Severstal has an annual R&D budget. Our R&D 
programmes are focused on the development of more 
efficient and sometimes exclusive technologies and products, 
and also on improving the features and quality of our 
products and reducing costs.
Though steelmaking is considered a traditional industry, 
innovative technologies create new opportunities, especially 
in the areas of remote equipment control and management, 
workforce productivity and stock optimisation.

Information technology also continue to play an ever 
bigger role in Severstal. Formerly a supporting function, IT 
is becoming a key driver covering all aspects of our business 
from manufacturing and logistics to overall business 
management.
Severstal has identified opportunities for development in the 
following areas:
• Industrial Internet of things and predictive analytics
• Big data
• Automation and robotisation
• Management of multimodal product and  

raw material transportation
• E-commerce
The Chief Digital Officer is responsible for development and 
implementation of the corporate digital transformation 
policy and integration of all digital resources within a single 
unified system.

In 2016, Severstal invested 32.7 million roubles in 
R&D, including 1.5 million roubles of investment in 
environmental research.

Severstal participates in two Federal Special Purpose 
Programmes funded by the Russian Ministry of Education 
and Science and focused on development of materials with 
new properties. We also work on our R&D programmes 
together with leading universities and research institutions.
• Severstal together with MISIS National University of 

Science and Technology won the government grant  
of 170 million roubles to develop and roll out low 
temperature, corrosion resistant rolled steel (Severcor)  
to be used in straight seam welded oil and gas pipes that 
will meet the quality standards developed for Russian oil 
and gas production environment.

We conduct research and development activities at the 
request and with participation of our major corporate 
customers. Severstal and Gazprom work together on a joint 
2015–2020 R&D cooperation programme. This programme 
covers joint research and development of the new types of 
rolled products and pipes, including insulated cold-resistant 
pipes for aggressive environments designed to handle ultra-
high pressures.
• In 2016, we completed Russia’s first industrial melt of 

cryogenic steel with high nickel content.
• In 2016 Severstal started producing pickled hot-rolled strip 

for defence industry applications at the request of one of 
our customers.

We actively support national and international 
standardisation programme. Since 2012, Severstal has been 
participating in the development and funding of 14 national 
and international standards (GOST, GOST R) applicable to 
products and product testing. Updated standards include 
modern flat rolling technologies production tested in Severstal.
Severstal representatives participated in the development of 
a new national standard for the production of colour-coated 
rolled steel. One of the key customer-oriented requirements 
was the mandatory labelling of steel coated from one side 
that would allow identifying product manufacturer and its key 
properties.
In 2016, we completed the review of standards for rebar 
products, cold stamping products, bearing steel products, and 
colour-coated products.

Our Expert Network in 2016
Severstal experts actively contribute to the development of 
innovative technologies. Cherepovets Steel Mill implemented 
a new innovation standard to support technical creativity 
among all employees. Now mill employees can get bonuses 
of up to 250,000 roubles for innovative ideas.
To make the best use of our intellectual resources, we are 
building an expert network in four areas, Transportation, 
Energy, Repairs and Coal Mines. Severstal expert networks 
help identify successful technology innovations at individual 
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sites or in individual units, and replicate them across all 
Company subsidiaries.
• Our Energy Expert Association — a team of experts from 

various business units of Severstal and Nordgold —  
conducted an energy audit of Olcon Crushing and 
Preparation Plant. The audit resulted in 60 energy 
efficiency initiatives developed by experts.

• Vorkutaugol established the Coal Mines association. 
It consists of six expert groups with 124 experts who 
reviewed 298 proposals in the reporting year. The 
combined annual economic contribution of production 
performance improvement initiatives was 235 million 
roubles. Another association of the expert network, Open 
Pit Mining, was established in the reporting year as well.

• Kostomuksha hosted the Repairs Forum of the expert 
community. Its participants summarised the results 
of expert group activities in 2016 and discussed best 
practices of Karelsky Okatysh.

Our R&D programmes generated 60 million roubles 
of savings in 2016, which was twice the amount of 
our investment.

• Employees of our 14 laboratories participated in the 
first forum of the Laboratory Control Expert Network in 
Cherepovets in 2016.
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Quality Management
Our Quality Policy is the basis for application and 
development of Severstal Quality Management System. 
We evaluate this policy every year to ensure it meets our 
strategic objectives, and review it to ensure it stays up to 
date.

The objectives of PAO Severstal in the area of quality, policy 
text and Severstal Quality Declaration are available on the 
corporate website.

Quality management systems of Severstal key businesses 
are certified by independent international certification 
associations and meet the requirements of international 
quality standards and customer needs. Our customer-specific 
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 certification authorities.

Severstal Resources
Vorkutaugol has a multi-stage quality control system. 
At the preliminary stage, Quality Control specialists take 
samples of rock mined by every mining facility. Once the 
rock arrives at preparation plant, ash analysers are used to 
measure its quality. Concentrate samples are taken every 
three hours during the preparation process. At the final 
stage, samples are taken automatically when the final 
product is loaded into rail cars. All samples are submitted 
for testing to coal laboratory of Pechorskaya Preparation 
Plant. Finally, customers perform their own analysis of coal 
concentrate when they receive our products, and the results 
of this analysis are also submitted to the Quality Control 
Department of Vorkutaugol.

Karelsky Okatysh has a comprehensive quality control 
system covering everything from planning to product 
shipping. All products shipped to customers undergo 
certification. When customers receive iron ore pellets, they 
can compare their properties with documented values 
during acceptance. In 2016 technical service, logistics and 
sales specialists of Karelsky Okatysh visited almost every 
facility where our products are shipped and discussed current 
product quality and possible improvements. Our clients also 
regularly visit Kostomuksha.

Key indicators tracked at all stages of Olcon’s manufacturing 
process include compliance with shipment schedule, iron 
and water content, and their variations within a week. In 
May 2016, we launched a new production process to make 
pellets with higher iron content, and we keep improving 
this process. The minimum quality threshold committed in 
our agreement with steelmakers is 66 %. The actual iron 
content in our concentrate is 66.5 %. We use these numbers 
in our next year’s business plan as well. We analyse actual 
data and identify causes of variations on a weekly basis. 
Since concentrate quality depends heavily on the quality 

of iron ore delivered to the plant, we established a cross-
functional team including representatives of quality control 
department, project office and transport authority, as well as 
geologists and coal preparation experts.

Russian Steel
PAO Severstal
Individual facilities of the Russian Steel division also 
have multi-stage product quality control system. The 
components of this system ensure high product quality 
through standardised checks of all manufacturing processes, 
including the following:
• Compliance with technology requirements
• Appropriate equipment maintenance
• Availability of all required tools
• Full quality control
• Consistent monitoring of all processes
In 2016, we revised product certification rules and defined 
defect severity levels depending on intended product 
application. We formalised and implemented finishing 
procedures for repurposed steel products. The purpose 
of all this effort is to ensure consistent daily oversight of 
technology compliance, control the incidence of defective 
products, and identify the areas for improvement in product 
certification.
Severstal Long Product Mill Balakovo constantly improves 
its product quality to secure a solid market position and 
satisfy customer requirements. The mill has a quality control 
system in place to screen raw materials for steelmaking 
(scrap metal, ferroalloys, lime, coal, etc.) All raw materials 
pass laboratory tests to confirm their quality and compliance 
with technology requirements. Product acceptance and 
certification are performed by shift personnel. Quality 
Control Supervisors personally oversee changes in product 
grades, product finishing, sorting and warehouse operations. 
Finished rebar products and shapes pass all tests mandated 
by applicable standards and ship with quality certificates 
confirming their compliance with GOST requirements.
Multi-stage quality control systems ensuring highest possible 
product quality are also in place at Izhora Pipe Mill and 
Severstal TPZ Sheksna. Our products for domestic market 
are certified for compliance with voluntary GOST R standard, 
while our export products are certified with organisations 
approved by our customers.
All key materials used in pipe production (rolled steel, welding 
and coating materials) undergo acceptance tests.
We monitor all technology parameters of all core machines 
during the whole pipe manufacturing and coating process. 
There is a steel monitoring system in place that allows 
monitoring these parameters and production process in real 
time.
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During pipe production, we perform multi-stage non-
destructive tests of core metal and weld seams as well 
as visual and instrumental geometry tests of pipes and 
coatings. We also subject sample products from core metal 
and weld seams to mechanical tests, and perform laboratory 
testing of coated pipe samples. Each product receives a 
quality certificate upon all tests.
Severstal TPZ Sheksna rolled out a product monitoring 
system that tracks all products at all stages of production 
and keeps collected data for at least five years.

Technology Audit
Our product quality initiatives in steelmaking are not limited 
to standard tests performed by Quality Control Departments.
In June 2016, we transformed our Quality Days that we 
used to hold once or twice per quarter into what we now call 
Technology Audit. This audit takes place in the main plants 
of Cherepovets Steel Mill and includes four levels of control.

Shift workers monitor technology parameters 
critical for product quality1

Every shift, duty manager tests at least  
one product against a check list2

Every day, technology master tests at least  
one product against a check list3

Every week, Quality Control Department test  
at least one product against a check list4

If shortcomings are identified during audit, the auditor and 
accountable employee take corrective actions together, 
and the employee receives feedback on the identified 
shortcoming.
Information about the number of audits, shortcomings, 
corrective actions, their time frames and status are provided 
to Director of Steel and/or their Managers of Expertise and 
Operations on a daily basis.
Severstal Business System Development Centre kept working 
on the Internal Quality Culture and Customer Orientation 
project in 2016, first in the flat-rolled shops of Cherepovets 
Steel Mill, and later in the steelmaking shops. Throughout 
the year, we have been creating a system focused on 
ensuring we deliver on all our commitments to our 
customers, partly through integration of their requirements 
in our technologies.
Severstal Metiz has Quality Teams in place helping it to win 
new customers, improve product quality and identify issues 
with the help of the whole team.

In 2016, we reorganised our technical directorate 
to increase focus on our end-to-end product 
manufacturing technology and close cooperation 
with manufacturing technologists.

Our steelmaking plants continue rolling out the Predictive 
Quality system that uses big data collected by various 
sensors to predict steel quality in near real time. As a result, 
we can speed up quality control while improving product 
quality.
We are improving our quality control processes.
• In 2016, we established a Technical Arbitration Team 

within our Quality Control Department. This team 
evaluates shift-specific quality variations, performs 
selective audits of finished and testing of potentially 
defective products, processes results and files them in a 
centralised issue database.

• We developed a unified interactive product quality 
dashboard allowing us to monitor quality indicators both 
in real time and over a chosen period. As a result, we are 
able to make quick decisions on quality improvements.

• We automated the submission of radiography results.
By the end of the reporting year, we minimised the rejection 
of our products by automotive customers due to atmospheric 
or technology corrosion. In flat-rolled shops we were able to 
achieve a significant reduction in non-flatness defects and, 
as a result, reduced the amount of metal downgraded to a 
lower quality class by half.
In steelmaking shops, our customer orientation criteria 
are product quality and melting schedule adherence. By 
the fourth quarter, we were able to achieve significant 
improvements in both areas.
A regular inspection audit of Severstal’s quality management 
system has confirmed its compliance with ISO 9001:2008 
and automotive ISO/TS16949:2009 standards. Izhora Pipe 
Mill has also successfully passed a regular inspection audit. 
Its quality management system meets the requirements of 
our key customer, Gazprom.
We organise product approvals and certifications according 
our customers’ requirements.
• In 2016, Severstal received new certificates of compliance 

with SFS1268, DIN488, SS212540:2011, EN10080 and 
MSZ/T 339:2012.03 standards permitting the sale of 
rebar products in various diameters to Finland, Germany, 
Sweden, Denmark, Hungary and the Baltic states.

• An inspection audit performed by Lloyd’s Register 
EMEA confirmed the compliance of our marking with 
requirements of EC Regulation 305:2011 and existing 
product certificates.

• Severstal has successfully passed a supervisory audit of its 
DD12 steel manufacturing process for Benteler Automotive 
confirming that our products meet the requirements of 
VDA 6.3 standard.

• Cherepovets Steel Mill adopted a new welded hot-rolled 
rebar manufacturing technology meeting the requirements 
of European reinforced concrete standard. Finnish and 
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Swedish representatives of certification authority tested 
our sample products earlier. Hungarian experts completed 
a full range of tests in the reporting year and confirmed 
that our products meet European requirements.

• Severstal received a certificate of the Marine Register 
of the Russian Federation for production of F500W 
shipbuilding steel plates for marine vessels and floating 
rigs. The Register also certified Teci Rus steel cables.

Results of continuous monitoring suggest that the content of 
dangerous and hazardous substances in our rolled products 
meets all the requirements of Directive ЕС 2011\65\EU, 
meaning our products are safe for use in all applications from 
machinery to white goods.
Our customers can validate the authenticity of our product 
quality certificates online on the official website of Severstal. 
We are currently testing certificate signing with digital 
signatures for a complete transition from paper to digital.

Plans for 2017
We have planned the following product quality improvement 
initiatives for 2017:
• Establish a project office in Technology Development and 

Quality Directorate.
• Develop and run a series of initiatives to improve Company 

perception by customers.
• Create a technical product catalogue.
• Continue standardising chemical composition of our steels.
• Run a series of technology stabilisation projects with 

support from external consultants in steelmaking shops 
and Severstal Business System experts in flat-rolled product 
shops.

• Achieve ambitious level of objectives for the customer 
rejection rate, FTT (First Time Through) and Non-Compliant 
Products + Defects + Complaints.

• Roll out Parsytec automated quality control systems in 
metal finishing shops 2 and 3.

• Move forward the TOP Technology project focused 
on creating a pool of technology innovation experts 
and developing their professional and management 
competencies using internal and external resources.

• Expand the Predictive Quality system to key production 
stages.

• Continue systematic analysis and resolution of root causes 
of the main defects in production of flat-rolled products, 
steel defects in pipe steel shop, and mechanical damage in 
flat-rolled shop.

Supplier Quality Evaluation
Severstal pays equal attention to product and service quality 
of our suppliers. We audit the quality management systems 
of our partners to improve the expertise of our suppliers. 
Our workgroup includes quality control and procurement 
specialists, and QMS management auditors.
Severstal has a centralised diagnostics service that monitors 
the quality of refractory materials we purchase, metal semi-

finished products and iron powder. As a result, now we are 
able to evaluate materials faster and with lower costs.

Customer care
Severstal strives to satisfy the needs of our customers to 
the fullest extent and to be the best seller of steel products. 
We declared 2016 the Customer Year in Severstal, kept our 
customer orientation focus and worked on multiple initiatives 
in the following areas:
• Quality system reform
• Improvement of customer support service
• Implementation of an integrated planning project
• Delivery of customer projects
• Defect elimination, streamlined manufacturing, and range 

expansion
Our key ambition for 2016 is meeting customer expectations 
in supply discipline, product and service quality.

Key consumers of Severstal products
High product and service quality help Severstal to build 
strong partnerships with customers from many industries. 
Severstal continuously works on homologation, the process 
of certifying our products for compliance with standard-
based and process-based requirements of our clients.
White goods manufacturers use Severstal’s cold-rolled steel 
to make refrigerator cabinets and doors. Pickled hot-rolled 
steel is used to produce compressor and engine blocks, whose 
internals are also made of Cherepovets electrical steel. 
Galvanised steel products of Severstal meet European safety 
and quality standards.
Cherepovets steel is used by well-known brands such as Atlant, 
Biryusa, Gefest, Ariston, Indesit, Darina, Flame and Beko.
• In 2016, we received an approval for the processing of 

a trial batch of galvanised roll products at BSH Bytowije 
Pribory (a subsidiary of Robert Bosch). We have passed 
the audit, and our quality management system received 
high scores. We are negotiating production of cold-rolled 
products for a new painting line.

• We have completed the homologation of galvanised 
rolled products for the plants of LG Electronics RUS. We 
are discussing customer requirements for colour-coated 
products, shipped samples and received positive feedback.

Severstal is a leading producer of automotive products 
including cold-rolled and hot-rolled pickled steel, over 50 types 
of hot-dip galvanised automotive plates, as well as a number 
of unique products such as cold-rolled high-strength steel, 
heat-strengthening steel, and other products.
• Cherepovets Steel Mill experts are rolling out the new 

DP980 high-strength galvanised steel production 
technology. This steel is mostly used in vehicle safety 
cages. They maintain their shape during accidents 
protecting passengers from major injuries.

• We started regular shipments of steel, including steel 
for exterior parts, for new Hyundai-Kia vehicles — Creta 
crossover and updated Solaris.
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quality management system in compliance with international 
quality management standards in order to secure our market 
leadership.
In 2016, we did the following to address product quality issues:
• Established an 8D customer problem solving system. Created 

a group of problem solvers who addressed 204 customer 
issues between June and December.

• Organised systematic analysis of discrepancies between 
client’s desired order delivery date and the date confirmed in 
a weekly (monthly) plan, and tested the new methodology 
on selected customers.

• Added quicker tracking of product rejections with key clients.
• Protected our investment projects focused on product quality.
• Standardised our rules for finished product certification.

Online Store
At the end of 2016, we launched the first online steel product 
store in the Russian mining and steelmaking industry. The 
store supports the key requirements of our customers and 
their desired features. The store became fully functional in 
early 2017. We expect that by 2018, 100 % of our Russian 
customers will use their online accounts to place orders, track 
their status, receive financial information and so forth. This is 
when we will also launch the English version of our store and 
make it available for our international clients.

Evaluating customer satisfaction
The Marketing Directorate of Severstal Russian Steel conducts 
quarterly customer surveys on product quality, shipping 
discipline and service quality. In 2016, we were able to improve 
our results and achieve basic goals across all indicators. 
According to our 4th quarter customer survey, our product 
quality satisfaction index was 66 % compared with 47 % in the 
same period of the previous year and the target of 60 %. 76 % 
of our respondents were happy with our services, compared 
with the target of 70 %, while supply discipline was satisfactory 
for 46 % of our clients, compared with 32 % a year before.
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• Severstal received another approval for production of 
one steel type for General Motors Uzbekistan, laboratory 
approval for two steel groups for Daimler, one steel type 
for Renault and Ford Sollers each, and Severstal SMC 
Vsevolozhsk commenced regular shipments of welded 
semi-finished rolled products for Volkswagen Group Rus.

• In 2016 Daimler audited Cherepovets production site of 
Severstal as a part of their approval process, with positive 
result. This audit was a part of their supplier selection 
process for Kamaz-Daimler cabs and Mercedes-Benz trucks.

• In 2016 Severstal was the first Russian steelmaker 
to submit its automotive product information to the 
international AutoForm service. Service users have the 
opportunity to choose best-fitting product types and 
equipment settings and build a computer model using real 
mechanical properties of steel without actual stamping 
tests.

We did the following to improve order processing for our 
automotive clients:
• Opened a semi-finished product warehouse covering 

50–60 % of monthly volume of orders that are smaller than 
the minimum melt volume

• Standardised chemical composition of steel in order to 
improve its consistency and reduce percentage of defects

• Reconfigured our current stock in consignment warehouses
Severstal also works with manufacturers of tower cranes, 
excavators and dump trucks. The Big Three construction 
equipment manufacturers, Caterpillar, Komatsu and Hitachi, 
as well as Liebherr and Kraneks, chose Severstal as their main 
supplier to their Russian plants.
Severstal is one of the largest Russian suppliers of large-
diameter pipes used in oil & gas mining, transportation and 
processing. Our key customers, Gazprom, Transneft and 
Rosneft, generate stable demand for these products.
• In 2016, Izhora Pipe Mill won the contract for the supply 

of large diameter pipes for one of our key customers — 
Rosneft. Our products will be used to develop Kharampur 
gas deposit.

Increasing focus on customer needs is one of our core 
principles. We offer high-quality products and services tailored 
to individual customer requirements. Severstal refines our 

Compliance with quality and supply discipline expectations, %
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Stakeholder Engagement

Principles and Forms  
of Engagement
Being a reliable partner for our stakeholders is a part of 
Severstal’s social responsibility. Severstal communicates and 
engages with stakeholders on the basis of mutual respect, 
business partnership and delivery on commitments. We are 
trying to find the best possible balance between strategic 
priorities of business development, priorities of individual 
regions and local communities, and the interests and 
expectations of a wide range of social groups. Severstal is 
committed to:
• Being the leader in value creation. Continuously working 

on improving product and service quality for our customers 
and partners.

• Maintaining favourable working conditions, high 
occupational safety and competitive remuneration while 
supporting their professional development.

• Achieving a high return on investment for our shareholders.
• Meeting all legal requirements and partnering with the 

government on the matters of sustainable development. 
Contributing to the social and economic development of 
our regions.

• 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.
Stakeholders are very important for Severstal, for their 
interests are closely intertwined with those of the Company 
and have the potential to have the most significant effect on 
our ability to deliver on our strategic objectives.
We consider the following groups as our key stakeholders:
• Shareholders and investors
• Employees
• Government authorities
• Business community
• Local communities and general public
The list of key stakeholder groups was created in the previous 
reporting cycles and remained unchanged in this reporting 
cycle.
The key principles of stakeholder engagement are 
established in several corporate documents. These include 
Code of Corporate Governance, Employee Code of Conduct, 
Code of Business Partnership, Corporate Social Responsibility 
Policy, and Anti-Corruption Policy of Severstal and Affiliates.

Severstal works with our stakeholders in Russia on federal, 
regional and local levels. As a global player in the world steel 
market, Severstal also works with international partners on 
matters of industry development.

Shareholders and investors
In our dealings with shareholders and investors, we are 
committed to the latest Russian and international standards 
of corporate governance and global best practices in 
information disclosure, ensuring our transparency and 
availability of corporate management to investors. We 
strive to make regular dividend payments to shareholders. 
Severstal is fully compliant with applicable laws protecting 
interests of shareholders and investors. Our General 
Meeting preparation and management process ensures 
that all shareholders have an opportunity to review all 
necessary data and to speak up. The competence of the 
General Meeting of Shareholders is established by Severstal 
Charter and applicable Russian laws, and the procedure 
of its organisation and conduct is defined in the General 
Shareholder Meeting Regulations.
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 shares 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 Officer.
Authorised capital of Severstal consists of 837,718,660 
issued and fully paid shares. All Severstal shares carry equal 
voting and distribution rights. The majority shareholder of 
Severstal is Alexey Mordashov. As of 31 December 2016, 
he indirectly controlled 79.2 % of shares of PAO Severstal. 
The remaining 20.8 % of shares are publicly traded on the 
Moscow and London stock exchanges. The Board of Severstal 
plays the key role in the development of corporate strategy 
and monitors the implementation of shareholder decisions.
The Dividend Policy of PAO Severstal adopted in October 
2014 includes a provision that Severstal will pay dividends of 
at least 50 % of its net profit for the reporting period as long 
as certain debt ratio requirements are met.
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For the four quarters of 2016, Severstal paid 80.6 roubles of 
dividends per share.
Severstal works hard to ensure that investors and partners 
receive full information about our financial position and 
operating performance in a timely manner, so that they can 
make an objective evaluation of our results and make sound 
investing decisions. Our corporate website has a special 
section for investors.
We were one of the first companies to publish international 
reports, and we regularly organise analyst teleconferences 
and investor meetings.
The largest of these meetings is the Investor Day when our 
top executives are available directly to experts to ask their 
questions. On 1 November Severstal hosted the annual 
Investor Day in London celebrating the tenth anniversary 
of our listing on the London Stock Exchange. Severstal 
executives talked about what we do and what we achieved 
in operating performance improvement, about our financial 
position and about what we are planning to do to maintain a 
stable position in our market.
According to Centre for Corporate Information Disclosure, 
www.e-disclosure.ru, we published almost 150 notices 
of material facts in 2016. Severstal invites investors and 
analysts to our facilities, and provides tours at the request 
of stakeholders so they can personally review the quality of 
our assets, talk to production managers, and evaluate the 
corporate culture of Severstal.
Severstal puts a strong emphasis on communication 
with professional corporate governance associations and 
investors. We are a member of the Russian Institute of 
Directors.
The Communications and Investor Relations Department 
of Severstal maintains continuous communication with 
investors.

Business Partners
Severstal is committed to building long-term mutually 
beneficial relationships with our business partners, based 
on fair, open and ethical collaboration, mutual respect and 
accountability for mutual commitments and obligations. 
Severstal Code of Business Partnership defines 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 suppliers are expected to meet certain industrial 
and environmental safety requirements and comply with the 
corporate anti-corruption policy.
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 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 sells our products to more than 80 
countries all over the world. Our customers include 
some of the largest Russian and global enterprises.

Severstal has a customer relations management system  
that includes:
• Joint projects with partners to reduce cost of products  

and improve their properties
• Development of new products for specific projects or to 

customer requirements
• Research of customer preferences through business 

meetings, interviews and surveys, including site visits for 
customers

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

2016 was declared a Customer Year in Severstal.  
We expanded the reach of our customer orientation 
principles to an even wider selection of departments.  
We used the results of quarterly surveys to select projects for 
direct supervision by Severstal’s Chief Executive.
In the reporting year, together with several clients we 
identified key causes of defects in Severstal’s steel products, 
and developed recommendations for their elimination.
In 2016, we organised coordination workshops with the 
following automotive customers: Renault Russia, VW and 
GM Uzbekistan. During these meetings, we discussed steel 
quality and delivery timeframes. Car manufacturers asked 
steel makers to address two specific issues: order delivery 
discipline and automotive plate quality. Representatives of 
Severstal’s Kolpino industrial site visited a KAMAZ facility and 
discussed product quality with Russia’s largest manufacturer 
of trucks.
Chairman of the Board of Severstal Alexey Mordashov 
participated in a meeting of the Chairman of the 
Management Board of Gazprom Alexey Miller with 
executives of the members of the Russian Pipe Manufacturer 
Association. This meeting included a discussion of the 
science and technology collaboration programme of 
Gazprom and Severstal, and we signed a roadmap for 
Severstal’s research of cryogenic steel manufacturing 
technology for future LNG production, transportation and 
storage projects.
Severstal has been conducting customer satisfaction surveys 
on a regular basis since 2002. Our clients appreciate our 
flexibility, informational support and quality of our employee 
services. Customers still perceive Severstal as a customer 
oriented supplier trying to meet customer expectations and 
helping them to solve their problems. The results of customer 
survey are provided in the Customer Orientation section.

Cooperation with Suppliers
In 2016, Severstal had 5,154 suppliers. The majority of 
our purchases are iron ore (12 %), coking coal (10 %) and 
scrap metal (10 %). The majority of these purchases are 
filled internally. A large expense item is the purchase of 
transportation services from third parties (12 %). Energy, 
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ferroalloys and other materials each represent approximately 
8 %. Apart from process equipment (10 %), we purchase 
construction and repair services, and also purchase refractory 
materials, colour coatings, fuel, rollers, etc. We usually have 
three to four large suppliers in every major product group 
covering approximately 60 % to 90 % of our purchases.
Severstal develops mutually beneficial relationships with our 
suppliers and tries to build strategic partnerships. We are 
improving our purchasing system to ensure timely supply 
of goods and optimise our stock. Our novel approach is 
focused on closer relationships and long-term agreements 
with strategic partners, as well as transition to long-term 
agreements.
From our suppliers, we expect support with the launches 
of innovative solutions and alternative products to help us 
reduce costs. Our supplier collaboration programmes focus 
on the following:
• Transparent pricing

• Creation of consignment warehouses to buffer supplies on 
supplier’s side

• Improvement of complaint management
• Product quality stabilisation
• Transparent manufacturing, including transparent 

manufacturing and quality control processes and tools
• Joint development and launch of new products by suppliers 

and end consumers
• Exchange of best practices
We audit the quality management systems of our partners 
to improve the expertise of our suppliers. We use audit 
results to prepare a report with recommendations for quality 
improvements for both suppliers and buyers upon the 
conclusion of the audit.
Since 2009, we have a multifunction Central Service Centre in 
Yaroslavl that is responsible for all transactional operations. 
The Central Service Centre hosts customer interaction 
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services, including employee call centre and hotline, call 
centre for internal and external customers, and support for 
self-service functions. This also includes HR administration, 
treasury and financial accounting of all Severstal businesses. 
We are planning to make our transparent business process 
outsourcing services available to third parties.
The Central Service Centre handles approximately 5.5 million 
transactions, more than 260,000 phone calls, 500 self-service 
requests and 20 thousand reports per year.
Starting from 2015, a new automated supplier management 
system is used across all businesses of Severstal group. It 
supports supplier selection process on the online trading 
platform, supplier evaluation, as well as paperless exchange 
of orders and shipment notifications between Severstal and 
its supplier. Suppliers need to register in the system and get 
qualified to participate in the online purchasing process.
To involve regional small and medium businesses in online 
purchasing, the Agency for Urban Development together 
with Severstal offers training courses on the use of the online 
trading platform in Cherepovets and Vologda starting from 
January 2016.
Our complaint management process requires timely 
decisions on defective products, prompt resolution of 
complaints and financial settlements, and corrective 
measures to eliminate the root causes of complaints.
We have confidently achieved our objectives related to our 
performance, notification and complaint response times, and 
payment times for validated claims, as we started to monitor 
the stages of notification and complaint review process in 
SAP automated system, implemented a simplified complaint 
review process for complaints under 300,000 roubles, 
and switched to electronic document exchange between 
Company businesses.
In April 2016, we started to use a novel approach to quality 
problems arising during our customers’ storage or processing 
of steel products. We assign priorities to quality complaints 
according to their urgency for our customers. We use the 
8D methodology to address critical, high-cost, repetitive 
problems (failures to meet specifications and defects). This 
methodology ensures problem resolution within 90 days.
Thanks to our new “triples” of Sales / Customer Technical 
Support Service / Customer Service Support Service we are 
able help our clients better and faster. We use our mobile 
application, developed and supported by the company, to 
solve critical customer needs in real time. If a customer 
needs information beyond what is available in the app, we 
are able to respond to most inquiries within one day.

Employee Communications

Internal communications system
Our internal communications system ensures that we 
maintain an ongoing discussion with our employees. This 
system creates a single information space, helps us to 
develop a unified corporate culture, and gets our employees 
involved in our corporate changes. The development of our 
internal communications system is governed by the Key 

Provisions and Standards of Internal Communications at 
Severstal.
Our principal communications medium is our 16-page 
corporate newspaper Severstal with combined print of 
23,000 copies. Approximately 90 % of our employees 
read the newspaper, and over half of them use it as the 
preferred source of company news. We have redesigned and 
restructured the online version of Severstal newspaper to 
make it easier to use and read.
We have also introduced a new format of the Severstal 
News TV programme watched by 69 % of our employees. 
In addition to that, 60 % of our employees read our email 
newsletter, and 61 % read our newscast on the internal 
corporate web portal.
We have developed a mobile app that includes Severstal 
newspaper, Severstal News TV programme, and the portal 
newscast.
Our current information distribution and feedback channels 
for our employees and local communities include our official 
pages on Facebook and VK.
Our internal communications specialists actively represent 
Severstal in the expert community. They spoke at the 
RUSSIAN HR-COMMUNICATION WEEK conference, 12th 
Internal Communications for Business National Forum 2017 
and 7th Russian Growth Factory Conference 2017, and 
attended workgroup meetings of the Association of Russian 
Corporate Media.

Feedback Channels
Severstal has a comprehensive feedback system that uses 
several communications channels. We use Issue Rosters 
and SMS Centres in individual departments and businesses 
to address current issues and problems experienced by our 
employees. Registered employees can send their questions 
in SMS messages to the project office, where they are 
sorted and forwarded to the responsible people. Answers 
to the questions are published in the corporate newspaper. 
Thousands of submissions are handled through these 
channels every year. Severstal operates a centralised hotline. 
Employees can make their submissions over phone, email 
or our corporate web portal. Our employees can contact the 
hotline by sending a free SMS to a four-digit short code.
In 2016, our hotline received 643 submissions, compared 
with 561 in 2015. Of those, 23 % were related to social and 
recreational issues (17 % in 2015), and 14 % were related 
to issues with compensation, bonuses and other payments 
(same as in 2015). All submissions are logged into a unified 
database, and a responsible person and a due date are 
assigned to every submission.

We were able to help 87 % of the overall number of 
people who contacted our hotline.

Besides that, CEO hotlines are available in several of our 
businesses, and the Ethics Committee headed by the 
Chairman of Severstal Alexey Mordashov is in place at the 
corporate level.
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Face to Face Channel 

Corporate media

Visual tools

Feedback channels

• conferences (including video) 
• employee meetings
• shift meetings

Print media
• Severstal newspaper in the Russian language
• information stands

Online media
• Severstal News TV Programme
• online version of Severstal newspaper
• online newsletter 
• phone app
• newsfeed on the internal corporate portal

• posters, banners, billboards
• indoor and vehicle design
• booklets, leaflets etc.

• hotlines, email account, portal 
• SMS centre
• Manager Q&A system 
• internal research
• Ethics Committee

Unified internal media communications system of Severstal

In 2016, the Committee reviewed 44 employee submissions. 
Of those, 24 were partially or fully corroborated, and we took 
the necessary administrative actions. The majority of our 
employees trust corporate feedback channels.
In addition to feedback channels between employees 
and their managers and an interdepartmental knowledge 
exchange system, our corporate communications system 
includes direct communication channels. In 2016 Severstal 
Chairman Alexey Mordashov had a meeting with the workers 
of steelmaking shops of Cherepovets Steel Mill. He reviewed 
best practices in customer orientation and answered workers’ 
questions. HR changes, customer orientation and safety 
were the main topics of the scheduled video conference of 
our Chairman with Severstal employees that took place in 
November.
Severstal conducts an annual large-scale social survey, 
Severstal Pulse, to understand the level of satisfaction of our 
employees and their engagement with Severstal strategy, 
and to identify the most prominent issues (for further details, 
please refer to Goals and Engagement). Survey results 
are communicated to all heads of businesses and large 
departments.
We also use the survey to understand the employee 
perception of human rights, including any cases of 
intimidation or gender, sex, ethnic or religious discrimination, 
sexual harassment, verbal attacks, humiliation or physical 
attacks, including those by the management.
Survey results are reviewed in departmental focus groups 
where employees share their ideas and discuss potential 

solutions. Then we use the proposals that we received to 
develop corrective action plans.

Collaboration with trade unions
Severstal develops employee relations on the basis of mutual 
accountability and respect, trust, social partnership and full 
compliance with labour laws. Severstal respects employees’ 
freedom of association and the right for collective 
bargaining. Trade unions are active contributors to strategic 
development of our businesses, and also our key partners 
in delivery of social and labour security to our employees. 
Between 37 % and 66 % of Severstal employees are members 
of GMPR (Miners’ and Metallurgical Workers’ Union of 
Russia), Rosugleprof (Russian Independent Union of Coal 
Workers) or NPG (Independent Miner Union), who have their 
representation in our businesses.

Trade union involvement at the core 
businesses of Severstal in 2016

Olcon Vorkutaugol Cherepovets
Steel Mill

Karelsky
Okatysh

37%
40%

56%

66%
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As a full member of the Mining Industry Employer 
Association (OOORUP) and Metallurgy Employer Association 
(AMROS), Severstal negotiates industry agreements with 
these trade unions.
In 2016, Severstal had an agreement in place with AMROS 
and GMPR on amendments and additions to the Industry 
Tariff Agreement for the Mining Sector for 2014–2016. 
In the end of 2016, this agreement was extended for two 
more years, and some of its provisions were revised. For 
example, starting from 2017 minimum salary for industry 
employees in core job families should be at least 1.5 times 
the federal minimum, and for employees in non-core job 
families — at least 1.3 times the federal minimum. Employers 
have committed to maintaining the real value of salaries, 
including salary indexation, so that on average industry 
salaries at least keep pace with inflation.
Rights and guarantees of trade unions working with 
our businesses are established by respective sections of 
industry agreements and collective bargaining agreements. 
Employers sign collective bargaining agreements with local 
trade union representatives.
Industrial agreements and collective bargaining agreements 
cover almost all employees of Severstal, with exception of 
Severstal Management whose employees are fewer than 2 % 
of the overall workforce.
Tariff commissions established by joint organisations of 
employers and trade unions conduct continuous monitoring 
of compliance with federal industry agreements and 
industry agreements. Its findings are summarised twice a 
year. At the level of individual businesses, compliance is also 
monitored by joint commissions of employer and 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 labour 
disputes, and termination notices protecting employees and 
reducing the risk of conflicts.
We discuss the following topics at the meetings with union 
leaders:
• Performance of collective agreements
• Recreation for children, health resort treatments for 

employees (distribution of packages)
• Organising events planned together with business unit 

management team
• Engaging with management to improve health and 

occupational safety
• Engaging union representatives with commissions and 

committees
• Information about GMPR activities
All employment procedures, layoff implementation and 
advance notice criteria are included in industry agreements 
and collective bargaining agreements, and also in internal 
policies which are enacted as appendices to collective 
bargaining agreements.

In 2016, we signed new collective agreements for Severstal 
Long Product Mill Balakovo and Olcon. We also extended 
our current agreement for Severstal Vtorchermet. Some 
agreement provisions were amended with the following 
improvements for employees:

PAO Severstal
• Simplified access to dental care for divers and employees 

who use SCBA at work;
• Three days off to welcome their new-born children from 

maternity centres are now also offered to fathers who live in 
common law relationships with the mothers of new-borns;

• Salary and salary advance payment terms have been 
improved, new payment deadlines are included in 
collective agreement and internal policies.

Severstal TPZ Sheksna
• Maternity leave with average wage is now also offered to 

female management employees.
In 2016, we also negotiated the terms of the new collective 
agreement at Vorkutaugol and the prolongation of our 
current collective agreement at Karelsky Okatysh. Both 
agreements were signed in 2017.
Collective agreements also include provisions for benefits 
applicable in case of organisational or divisional restructuring 
or staff reductions, including the following:
• Provision for early retirement two years before  

retirement age
• Professional training and cross-training
• Paid allowance of four hours per week for the search for a 

new job for employees who received layoff notices
• One-off bonus of 15 % of the average monthly income for 

each year of employment in the mining industry during 
the termination of employment at a near-retirement age 
(two years before retirement) in case of dissolution of 
the organisation or its department, or reduction of staff 
(applicable to Vorkutaugol employees)

Industry agreements and collective bargaining agreements 
include procedures for collective labour dispute resolution. 
These provisions have never been violated by any parties. All 
issues arising in social and labour contexts were resolved in 
negotiations with trade unions, and all parties honoured the 
resulting agreements.
There were no irregularities, work suspensions due to 
labour disputes, or strikes in any Severstal businesses in the 
reporting period.
Many work-life balance issues are addressed with 
consideration of employee opinions. All employees of the 
core production chain of Severstal have switched to a new 
schedule that reduces commute time and gives employees 
an opportunity to spend more time with their families.
Severstal also works with trade unions on employee expertise 
and productivity, and on working and living conditions for 
women and youth. We jointly organise professional contests, 
industry day celebrations, sports events and veteran support 
initiatives.
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Government authorities
The key principles of our partnership with government 
authorities are as follows:
• Meeting all our legal obligations towards the state
• Partnership in development of our industry and regions
• Responsible use of labour and environmental resources
Severstal discusses the steelmaking environment with 
the federal government and hopes for support from the 
government in development of national consumers. We also 
discuss tariff policies and protection of Severstal interests in 
domestic and foreign markets in the light of Russia’s WTO 
and Eurasian Economic Union membership.
Locally, Severstal supports the development of partnerships 
between small and medium businesses and large enterprises. 
In Vologda Oblast, Severstal participates in the Cooperation 
Council of the regional Department of Economic Development.
In 2016, Severstal employees who ran for offices in regional 
administration in our region won elections in the Legislative 
Assemblies of Vologda Oblast and the Republic of Karelia, and 
in Murmansk Oblast Duma.

Comprehensive agreements on social and economic 
partnerships with regional authorities
Severstal is committed to strategic partnership with regions 
and cities where we work. We sign social and economic 
partnership agreements in all regions where our businesses 
are located.
In May 2016 Vorkutaugol signed a traditional cooperation 
agreement with the City of Vorkuta. The largest employer 

in the city, Vorkutaugol makes annual contributions to 
municipal social and economic programmes focused on 
education, medicine, culture, physical education and sports. 
Our 2016 agreement includes 20 million roubles of funding, 
mostly for residential and utility programmes.
In July 2016, Severstal Long Product Mill Balakovo signed 
a cooperation agreement with the Government of Saratov 
Oblast. Per this agreement, regional government will support 
the economic interests of the mill outside the region, support 
the delivery of health, safety and environmental projects, 
and help attract highly skilled managerial and professional 
talent to the mill.
Severstal Long Product Mill Balakovo, as a responsible 
employer, commits to ensuring timely salary payments 
to its employees, protecting their benefits prescribed by 
Russian laws, and continue implementing corporate social 
responsibility programmes of Severstal Group.
In November 2016, Severstal, Government of Karelia, 
Kostomuksha Municipal Administration and Karelsky Okatysh 
signed a four-way agreement on social and economic 
partnership for 2016. The agreement will facilitate joint 
delivery of social and economic projects in the Republic 
of Karelia. The government committed to supporting the 
investment projects of Karelsky Okatysh, including the 
construction of an access road to Vostochny open pit 
of Korpanga Iron Ore Deposit. Kostomuksha Municipal 
Administration will ensure that municipal organisations 
(including management companies) pay Karelsky Okatysh 
for heat and settle their debt in a timely manner.
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Karelsky Okatysh will strive to keep as many jobs as possible 
and refrain from large-scale staff reductions. Within the 
approved budget, Karelsky Okatysh committed to delivering 
social programmes in the Republic of Karelia, funding 
certain work services for the development of regional social 
environment and infrastructure, and participating in the 
improvement of regional primary, secondary and vocational 
school system in context of our industry needs. This 
agreement includes provision for automatic extension.
In 2016, we extended the term of the partnership agreement 
between Olenegorsk Iron Ore Plant and the Government of 
Murmansk Oblast. Olcon contributes to the sustainable social 
development of Murmansk Oblast and joint regional and 
municipal social, economic and charitable programmes, and 
will continue upgrading its manufacturing facilities and rolling 
out state-of-the-art approaches minimising its environmental 
footprint.
The Government of Murmansk Oblast committed to providing 
state support for Olcon’s investment projects. The programme 
of joint events is updated on a regular basis depending on 
current circumstances and region needs.
In 2016, we kept working on our part of the agreement 
on strategic partnership of Severstal and PhosAgro in the 
development of social and economic potential of businesses 
in their joint regions, including Vologda, Murmansk, Leningrad 
and Saratov oblasts.

Cooperation with authorities on environmental protection
As a part of the agenda dedicated to the Year of Ecology 
2017 in Russia, Severstal Management, Ministry of Natural 
Resources and the Environment of the Russian Federation, 
Federal Service for Environmental Control and Vologda 
Oblast Government signed a four-way agreement on joint 
effort on bringing public attention to what we do to address 
environmental issues in Russia. Under this agreement 
Severstal, in particular, commits to invest in construction of 
a new gas cleaning system at Cherepovets Steel Mill. These 
projects will take place in 2017 and will cost more than 500 
million roubles.

Participation of Severstal managers and industry 
professionals as experts in preparation of legislative acts 
and government resolutions on development of mining 
and steelmaking industry, international trade and social 
environment.

Our representatives actively work with Russian Steel 
Steelmaker Association. The Association unites major Russian 
steelmakers and actively collaborates with government 
authorities providing input for their decision making, and 
setting rules and standards for Russian steelmakers to 
improve working conditions for mining and steelmaking 
enterprises and the Association members. Severstal Chairman 
Alexey Mordashov headed the Jury of the Association 
in the reporting period. Severstal representatives work 
in all Association commissions and are the heads of the 
Information and Analytics Commission.

Our representatives work in several commissions and 
workgroups of the Ministry of Industry and Trade of the 

Russian Federation, participate in advisory and coordination 
committees of the Ministry of Economic Development, 
participate in workgroups of other ministries and authorities 
and in the Expert Council on Steelmaking and Mining of 
the State Duma Committee on Economic Policy, Industry, 
Innovative Development and Entrepreneurship, work 
in Russia-Congo and Russia-India intergovernmental 
commissions, and the Alexander Gorchakov Public 
Diplomacy Fund.
Our representatives also work in the Government 
Commission on the Celebration of 100th Anniversary of the 
Republic of Karelia, and the Organising Committee of the 
Celebration of 100th Anniversary of the Komi Republic.
Chairman of Severstal Alexey Mordashov is a member of the 
Public Council of the Federal Customs Service. As the Head of 
RSPP Committee on Trade and Customs Policy, Integration 
and WTO, Alexey Mordashov participates in implementation 
of Customs Code of Eurasian Economic Union.

Personal meetings of managers and employees with 
federal government officials
• Severstal Chairman and RSPP Vice President Alexey 

Mordashov spoke at the meeting between the President of 
Russia and representatives of Russian business communities 
that took place in the Kremlin on 19 December. Alexey 
Mordashov reported to the President about achievements 
of the RSPP Committee on Trade and Customs Policy, 
Integration and WTO, and about the development of the 
Customs Code of Eurasian Economic Union.

• During his visit to the Educational Centre for Gifted 
Children Sirius that took place on July 19, Vladimir Putin 
met organisers, trustees and benefactors of the Talent and 
Success Foundation. With support from the Foundation, the 
Educational Centre Sirius was built on the premises of former 
Olympics 2014 Media Centre. The new Centre’s mission is to 
give young people an opportunity to discover their potential 
and learn about advances in science, technology and art. 
Alexey Mordashov participated in the meeting as one of the 
benefactors of the Talent and Success Foundation.

• Alexey Mordashov spoke at the meeting About Expanding 
of the Ferrous and Non-ferrous Metallurgy. Chaired by 
Russian Prime Minister Dmitry Medvedev, this meeting took 
place on 30 March in Perm.

Local Communities
Severstal maintains productive cooperation with local 
administrations and the general public on acute social, 
economic and environmental challenges, and works 
with regional non-profit organisations and professional 
associations. We design tools for multifaceted cooperation 
focused on addressing specific social issues and on 
developing the inherent potential of the regions. We support 
local communities in the matters of employment, career 
orientation, youth policy, health care, investments in social 
infrastructure, support for culture and sport, and financial aid 
to vulnerable population.
Severstal businesses often play a vital role in the economy 
of their cities, generating a significant share of regional tax 
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revenue. We make major investments in the diversification of 
mono-town economies, including the development of social 
entrepreneurship, helping to improve the quality of life of 
local communities.
One of the most successful examples of public-private 
partnership in Russia is the Agency for Urban Development, 
a joint project of the City of Cherepovets and Severstal 
where Severstal represents a large business, and the City of 
Cherepovets represents the general public and government 
authorities.
The Way Home programme on comprehensive prevention 
of child neglect and social orphanhood delivered by the Way 
Home Foundation has been successfully developing over the 
last few years. Social services and employment authorities, 
health care organisations, educational institutions and non-
profits contribute to this programme. (For further details, 
please refer to the Social Projects and Investments.)
Together with government authorities, Severstal is working 
on a comprehensive programme of social support of Vologda 
Oblast districts.
Our local community feedback and grievance management 
system is an important component of our community 
engagement. Severstal has internal regulations in place 
to govern these processes. All individual and collective 
submissions are filed and forwarded to responsible managers 
for review.

We consider the opinions of all stakeholders on all projects 
with potential impact on local communities. As a part of 
the Clean Metallurgy informational and educational project 
that includes environmental competitions and events, round 
tables and guest conferences, Severstal informs Cherepovets 
residents about our environmental protection activities.
• The delegation of the City of Cherepovets headed by 

the Mayor explored the Business System of Severstal 
using Cherepovets Steel Mill Flat Product Plant as an 
example. The officials were informed about current 
projects and results of using of the Business System, 
about comprehensive approaches that can be used at the 
industrial site and municipal organisations.

Read more about collaboration with local communities in the 
Social Investments chapter.

Businesses and Non-Governmental Organisations
Severstal works closely with businesses and non-governmental 
organisations, and contributes to initiatives focused on social 
and environmental sustainability, and support of culture. Our 
employees participate in inter-industry unions such as RSPP, 
CCI of Russia or Business Russia, as well as Russian Railways 
Consumer Council and NP Market Council.
Chairman of the Board of Severstal Alexey Mordashov 
represents our company in several reputable Russian and 
international organisations.
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International and Russian business forums and 
associations, and public-private partnership organisations
• Russian Steel Steelmaker Association, Chairman of the 

Supervisory Council (since June 2015)
• World Steel Association headquartered in Brussels 

(Belgium), Chairman (from October 2012 to October 
2013), Deputy Chairman (since October 2013)

• Russian Union of Industrialists and Entrepreneurs (RSPP), 
Vice President, Member of the RSPP Management Board 
Bureau, Head of Committee on Trade and Customs Policy, 
Integration and WTO, Head of RSPP Coordination Council 
in North-Western Federal District

• Public Council of the Federal Customs Service, Council 
Member

• Investment Council under the Patronage of the Chairman 
of State Duma, Council Member

• Trade as a Driver of Economic Growth group of the G20 
Business Twenty (B20), Co-Chairman

• Business Council of the Northern Dimension, Co-Chairman
• Russian-German Foreign Trade Chamber, Vice President
• Russian-German Workgroup on Strategic Matters of 

Economy and Finance, Member
• EU-Russia Business Cooperation Council, Member  

Social and Cultural Development Organisations
• Board of Trustees of the Russian Museum
• Board of Trustees of the State Tretyakov Gallery
• Board of Trustees of Cherepovets Museum Association
• Board of Trustees of the Bolshoi Theatre
• Board of Trustees of the Mariinsky Theatre
• Board of Trustees of the Graduate School of Management 

of St. Petersburg State University
• Board of Trustees of St. Petersburg State University of 

Economics

Cooperation with Education and  
Science Institutions
Due to cooperation with specialised universities and research 
institutions including St. Petersburg Polytechnic University, 
MISIS National University of Science and Technology, 
Cherepovets State University, Bardin Steelmaking Research 
Institute and FGUP TsNII KM Prometei, Severstal is able to 
ensure constant intake of specially trained experts, increase 
quality and embrace innovative technologies and offer 
competitive products. For these purposes Severstal uses 
resources of 20 laboratories and more than 150 scientists 
involved with those science and education centres.
In 2016, we collaborated with science organisations 
as a part of Federal Special Purpose Programmes. This 
collaboration helps them to secure state financial support 
of their R&D initiatives while PAO Severstal allows them 
to apply results of surveys using license agreements at 
affordable prices. For example, Severstal in cooperation 
with MISIS National University of Science and Technology 
in compliance with Government Decree No. 218 has been 
working on a comprehensive project to develop a new type 
of rolled steel Severcor for oil pipelines. Severstal’s costs 

associated with the development of the low temperature, 
corrosion resistant rolled steel production technology for oil 
and gas pipes are covered by Russian Ministry of Education 
and Culture. Through this partnership, the University is 
getting considerable financial support, and Severstal is able 
to secure its presence in the key segment of high-strength 
steel production for oil and gas pipes. (For further details 
about our collaboration with universities, please refer to the 
Training and Development System section.)
Severstal organises Innovation Days to inform production 
departments and functional directorates about innovative 
technologies and technological solutions offered by foreign 
equipment manufacturers. In 2016, such Innovation Days 
were organised with SMS Group GmbH (28–29 September) 
and Primetals (18–19 October).

Participation in international industry initiatives, 
trade shows and forums
In 2001, Severstal became a member of the World Steel 
Association representing approximately 170 steel producers 
from different countries, including 17 out of 20 world largest 
steelmakers, as well as national and regional steel industry 
associations and steel research institutions. We actively 
support all initiatives of the association, participate in its most 
important committees and in joint projects.
• Severstal Chairman Alexey Mordashov took part in the panel 

discussion of the International Business Council in Moscow 
and spoke about development of modern technologies in 
metallurgy.

• Severstal and Power Machines operated as General Partners 
of the 14th Northwest Media Forum in St. Petersburg.

• Severstal participated in the 6th International Gas Forum in 
St. Petersburg. During this event, Gazprom and the leading 
Russian large pipe manufacturers including PAO Severstal 
signed updated programme of technological cooperation 
until the end of 2020.

• Alexey Mordashov spoke at the Russian Customs: Yesterday, 
Today, Tomorrow Panel Session of the Moscow Financial 
Forum 2016 and urged to continue the modernisation of 
Russian Customs System.

• Alexey Mordashov spoke at the two sessions of the Jubilee 
20th St. Petersburg International Economic Forum and the 
Round Table Russia, Germany: Increasing Competitive Power 
of Russian and German Economies. Collaboration Within the 
Industry 4.0 Concept.

• Alexey Mordashov attended the 7th Northern Dimension 
Forum on 7 April 2016 in St. Petersburg. He spoke about the 
Arctic’s vital role in the world economy including mining, 
and pointed out that to ensure steady development of the 
Arctic, it would be necessary to solve a wide spectrum of 
problems involving establishing of agreement relationships, 
stimulating partnership between public and private sectors 
and choosing lines of development of the technological 
support.

• In 2016, PAO Severstal participated in the 22nd 
international Metal Expo industry exhibition in Moscow and 
in the 9th International Exhibition of Inventions IEIK-2016 
in Kushan, China.
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4 Employees

Our employees are our core asset. Their involvement in delivery of our  
corporate strategy, expertise and accountability define our ability  
to compete in the long term. 

The primary objective of our human resources policy is to ensure economic  
efficiency of all human resource areas by considering everything that affects  
employee motivation and achievement of their full potential.  

Severstal is committed to maintaining attractive work environment helping our employees to 
achieve successful results and professional development, and offers social benefit programmes. 
Severstal believes that the expertise of our people is a critical competitive advantage helping us 
to secure and maintain our business leadership. 
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Staff Profile
In 2016, the average headcount of Severstal reduced 
by 1 %, to 50,029 employees. Divisional distribution of 
our employees remained the same. The majority of our 
employees (74 %) worked in the Severstal Russian Steel 
division. Geographically, most employees (58 %) worked 
in Cherepovets where we have our core manufacturing 
facilities. Our second largest region by the number of 
employees is the Komi Republic (14 %).

Over 6051– 60 years old41– 50 years old21–30 years old

2015

2016

Under 21

209 203

31– 40 years old

16,774

10,573 10,037

16,774

13,022 13,160

8,582 8,190

714 690

At the end of 2016, the share of workers in our overall 
headcount was the same as at the end of the previous 
reporting period, at 74 %, while the shares of managers, and 
of specialists and office workers, were approximately 13 % 
each. This ratio did not change significantly from 2015.
The share of women among our employees has decreased 
slightly, to 27.9 % at the end of the year, compared with 28.2 % 
in 2015, which is still a rather high number for our industry.

 Cherepovets

Komi Republic 

Republic of Karelia

St. Petersburg

Murmansk Oblast

Oryol

Volgograd

Moscow

Yaroslavl

Other territories

6,988

3,957

2,619

1,899

1,139

857

582

543

2,539

28,906

Average staff headcount  
by region in 2016

Severstal Resources

Severstal Russian Steel

20162015

37,543 37,115

13,025 12,914

Average staff headcount by division

Workers

Engineers and specialists

Managers

20162015

5,338

2,394

28,053

5,309

2,435

27,734

1,317
3,719

9,053

1,315
3,763

8,682

Men

20162015

Women

Staff composition by age and gender  
at the end of the year

Staff composition by age at the end of the year
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Policy and Management
Our Human Resource Policy is integrated in the Business 
System of Severstal and focused on achieving economic 
efficiency in four HR areas:
• Professional development
• Employee engagement
• Improvement of work environment
• Improvement of employee motivation
Our HR policies are reflected in our corporate regulations and 
methodologies, such as Employee Training and Development 
Regulations, Talent Selection and Onboarding Regulations, 
Regulations for Discussions of Goals and Employee 
Evaluations, Compensation Policy and Employee Code of 
Conduct.
Severstal is committed to supporting the culture of 
cooperation, mutual respect and strong expertise while 
following fair and transparent practices.
Our HR management reports to the executive office of 
Severstal.
Our Human Resource Directorate submits an annual report 
on HR strategy and medium-term goal adjustment to the 
Management Board. This report is subject for approval by the 
Chief Executive of Severstal.
In 2016, our HR department had the following priorities:
• Improving employee engagement through further 

development of engaging leadership culture
• Supporting customer orientation initiatives
• Finding and implementing best practices to improve 

corporate governance, organisational structure and cost 
reduction

• Reinforcing the role of line manager through further 
automation and self-service tools

• Improving customer orientation and efficiency of  
HR function. Collecting and implementing world’s best  
HR practices

The share of women in the management remained at 2015 
level of 20 %. Women still constitute the majority of our 
engineers and technology specialists (61 % versus 39 %). 
Three quarters (76 %) of our workers are male, which is 
common for the mining and steelmaking industry.
21 % of our employees belong to the youngest age group 
(under 30). One out of three employees are between 31 and 
40, the age group that combines high expertise with good 
physical shape. The breakdown of our staff by age group is 
almost the same as in the previous reporting period, and the 
average age is now 39.8 years, compared with 39.5 in 2015.
We hired 4,154 new employees (8 % of the overall 
headcount), including 3,085 men and 1,070 women, in 
the reporting period. Slightly more than half of the new 
employees are under 30 years of age.
Severstal HR Directorate collects and analyses staff attrition 
data on a quarterly basis. We define undesirable attrition as 
turnover for preventable reasons. Our attrition rate in 2016 
has reduced to 3.5 % of the overall headcount, compared 
with 4.6 % in 2015.

We streamline our overall headcount every year to ensure 
high efficiency of our business processes, ensuring that our 
staff changes do not affect the safety and quality of our 
technology processes.
There were no significant staff reductions in Severstal in 
2016. For the most part, staff reduction was attributable 
to natural attrition. Other factors included outsourcing of 
unskilled jobs, implementation of organisational efficiency 
initiatives, and changes in organisational structures.
Severstal does not use short-term employees. However, we 
outsource some of our functions by starting to purchase 
them from third parties. In these circumstances, Severstal 
employees who used to perform functions that are being 
outsourced are often employed by the outsourcing service 
providers. We have already outsourced accounting, employee 
compensation, HR administration and training.

Severstal’s Board of Directors

General management and supervision

Remuneration and Nomination  
Committee of the Board

Key HR decisions

Ethics Committee

Review of complaints about violations of Severstal 
Employee Code of Conduct

HR Business Partner

HR management at the corporate level

Heads of functional departments  
and individual businesses

Everyday local HR management 
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We see the foundation for these changes in the development 
of engaging leadership culture. All Severstal employees, 
including workers, are now involved in this process through 
the goal discussion system. This effort resulted in significant 
improvement in employee engagement in 2016. (For further 
details, please refer to the Stakeholder Pulse section.)
In 2016, we kept improving the organisational efficiency 
of our HR function through HR process automation and 
standardisation, removal of redundant functions, and 
development of self-service functionality and information 
systems. For example, we considerably improved the SAP 
Discussions of Goals interface for managers and experts, and 
automated career and succession management module.

As a result, we were able to achieve 1:103 ratio of 
HR professionals to employees in 2016. This ratio is 
one of the best among comparative companies.

We continued the development of such projects as Foreman 
Class Assignments, Development of Cross-Functional 
Competencies among Workers, Managers, Specialists and 
Office Personnel, and Professional Competition. We kept 
working on our feedback projects and initiatives.

Motivation and Compensation
Goals and Engagement
We kept focusing our HR activities on the promotion of 
Severstal values and strategic objectives, including customer 
orientation, safe labour, business sustainability, employee 
engagement, and employee attitudes to their jobs, Severstal 
and each other.
The efficiency of our goal-setting system directly affects 
employee motivation. Our existing reward system motivates 
our employees to achieve higher results while developing 
their engagement. We have completed one of our priority 
projects for team-based KPI setting, and now our service and 
technology specialists work together on common goals. 
Further employee engagement is stimulated by the 
implementation of comprehensive management evaluation 
and the Professional Competition initiative. In 2016, we 
extended this initiative to new departments and improved 
employee participation from 34% to 57% in our core 
divisions.

Severstal Pulse Survey
Severstal Pulse is an annual survey we conduct to measure 
the level of involvement of our employees in improvement of 
their productivity and the overall performance of Severstal. 
To ensure the objectivity of our results, we use a third-party 
service provider relying on AON Hewitt methodology to 
conduct this survey. 
In 2016, approximately 70% of our employees participated 
in the survey, compared with 59% in 2015. Survey results 
indicated an improvement in employee engagement, from 
60% in 2015 to 68% in 2016. 

Two thirds of our employees demonstrated 
engagement in the Severstal Pulse survey. It means 
they care about their jobs and are willing to help 
the Company to achieve its goals.

Severstal scored higher than average for Russian 
manufacturing industry (61%) and across global steelmakers 
and mining companies (63%). The main shortcomings of 
Severstal comparing with global steelmakers are salaries 
(–14%), career opportunities (–7%) and work-life balance 
(–6%). However, this gap decreased from 2015.
Employee engagement increased due to satisfaction with 
issues that have been addressed in all Severstal businesses: 
appreciation, career opportunities, salaries and employee 
appreciation. 
The factors that scored the highest include top executives, 
work content, performance management (satisfaction with 
all factors was at 69%). Employees also gave high scores to 
customer orientation (70%) and safety (78%) in Severstal.
Severstal’s shortcomings include salaries (37%), career 
opportunities (44%) and employee appreciation (50%). 
However, their rates increased by 6%, 7% and 4% 
respectively, compared to the last year. 
The results of this survey were communicated to the 
executive team of Severstal and were discussed at a 
management board meeting. All businesses have received 
reports with key findings of the survey, for the review by 
the management and HR teams. Managers were informed 
at conferences and seminars about the meaning of 
engagement and learned how to interpret and analyse the 
report.
After that, we compiled lists of issues whose resolution was 
likely to contribute to employee engagement to the highest 
extent. We used a novel approach to corrective actions and 
compiling of the issues lists, including departmental round 
tables with the management, foremen and workers, and 
focus groups with employees of various levels and areas of 
specialisation. After that, every department developed a 
corrective action plan. All plans were reviewed and approved 
by Severstal executives.
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Idea Factory and  
Innovator Support
Idea Factory is an important employee motivation system 
that Severstal uses to collect and implement ideas of 
our employees on business process optimisation, quality 
improvement, reduction of losses, safety improvements and 
improvements of workplace environment. All ideas submitted 
by the employees are filed in the system and reviewed by 
the Technical Council at least twice per month. Successful 
implementations of innovative ideas generate tokens that 
programme participants can exchange for gifts in partner 
stores or entry certificates to the Steelmaking Museum, or to 
pay for private health insurance programme, wellness centre 
Rodnik packages or canteen lunches. Up to 80% of Severstal 
employees participated in Idea Factory in 2016. 
Non-financial motivation is an important part of our total 
rewards as well. Apart from financial rewards for strong 
effort and significant contribution in R&D, our inventors and 
submitters of innovative proposals receive various honorary 
titles, such as Best Innovator, Best Young Innovator, 
Honorary Innovator, Best Inventor or Best Young Inventor. 

Talent Selection and  
Promotion System
Severstal has a Talent Selection and Onboarding Policy in 
place. Depending on the level and functional area of the 
job, selection process may involve immediate supervisor, HR 
representative, internal customers and colleagues of the 
future employee, and other employees. 
We use transparent hiring procedures and a large number of 
independent evaluators to ensure a fair and open selection 
process. Job openings are published on corporate web portal 
accessible to all employees. We give preference to candidates 
with higher qualifications and zero record of gross violations 
of internal policies or access rules during the selection 
process. For skilled work positions, we hire individuals with 
professional certifications. We hire from within the Company 
for the majority of our jobs. 
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Discussions of goals cover 100% of Severstal’s 
Russian business unit employees.

The overwhelming majority of the workers, managers, 
specialists and office workers think of their annual discussion 
with the manager as an inspiring and motivating event.
All managers, from the Chief Executive to site managers, 
participate in the 360-degree feedback programme every 
year, as well as specialists and functional experts, although 
they do that in a simplified format. The participants are 
required to evaluate their colleagues using a special scale 
and also to identify what exactly in their behaviours does not 
align with company values, and to comment specific cases of 
such behaviours or provide positive examples.
Summarised 360-degree feedback is considered at HR 
Committee meetings and management meetings where the 
teams jointly agree on the results of performance evaluation 
results and future cooperation with a particular employee, 
including their participation in succession plans. 
Feedback on values and competencies is used in discussions 
of goals. Approximately 12,500 employees received 
360-degree feedback.
Several hundred employees at all levels had an opportunity 
to participate in the Assessment and Development Centre 
procedure  used to identify high-potential managers and 
specialists and to create their career development plans, 
including their future appointments.
Foreman class assignments are reviewed every year. In 
2016, we added comprehensive foreman assessments to this 
project (developed the methodology and completed a pilot 
project). A methodology for the comprehensive assessment 
for shop managers was adopted. The goals of comprehensive 
assessment of line managers are to create additional 
motivation for personal competences development, to 
increase efficiency and effectiveness of subordinates, to 
discover and appreciate extraordinary workers and to detect 
areas of improvement for the managers.

Discrimination based on nationality, race, gender, 
age, marital status, religious views and other 
characteristics is prohibited in job posting and 
selection processes.

In addition to interviews, we use modern evaluation tools 
such as tests and surveys to assess internal and external 
candidates. All managers of Severstal receive basic and 
advanced training on employee selection and evaluation to 
ensure they make high-quality and unbiased decisions. 
A well-developed HR environment gives Severstal employees 
a clear picture of promotion criteria. We identify potential 
successors for all levels of the management at HR Committee 
meetings twice a year. 
Our HR committees involved approximately 4,000 participants 
(3,500 in 2015) and discussed approximately 7,000 employees. 
As a result, we increased the number of hires from within the 
internal reserve, suggesting that its quality improves.

Employee Performance 
Evaluation
All Severstal workers, managers, engineers and specialists 
undergo regular performance evaluations. We use three main 
tools for employee evaluation, which are annual Discussions 
of Goals, the HR Committee system, and 360-degree 
feedback.
Every year, our managers at all levels meet with their 
subordinates to discuss their goals. In these meetings, 
they discuss employee’s previous year’s performance, and 
develop and agree on their plans and goals for the current 
year. Discussions of goals are the source of feedback 
that the managers use to plan their actions and work on 
goal attainment and development of every individual 
employee. For an employee, it is an opportunity to plan their 
development in present and future rules.

Discussions of Goals
• evaluation of last year’s goal 

achievement

•  evaluation of employee’s 
adherence to company values 

•  development of future goals

•  adjustment of personal 
development plan

• Managers
• Specialists
• Workers

360 degree
• getting feedback 

on corporate value and 
competency model 

• Managers
• Specialists

HR Committees
• evaluation of feedback on 

values and competencies
•  performance evaluation
•  planning development 

actions
•  inclusion in succession plans 

• Managers

Employee performance and career evaluation system in Severstal
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The ratio of our average wage to the 
regional average in 2016, roubles

Ratio of standard entry-level work wage 
to the legal minimum wage in our major 
regions in 2016

Standard entry-level wages by gender and 
job family, roubles

Oryol Oblast

Volgograd Oblast

Yaroslavl Oblast

Vologda Oblast

St. Petersburg

Murmansk Oblast

Republic of Karelia

Komi Republic

35,242

22,396

35,596
25,128

52,093
27,839

62,184

28,879

65,270

47,227

65,880
47,383

67,204
32,005

75,894
42,658

Average salary of Company employees

Average salary in the region*

Murmansk Oblast

Republic of Karelia

Oryol

Komi Republic

Volgograd

St. Petersburg

Cherepovets

Men

Women

2.4

2.1

2.4
2.2

2.7
2.1

3.4

3.4

3.6

2.7

4.5

4.0

5.0
4.6

Engineers ManagersWorkers

35,277 43,721 58,813

33,368
 38,300

50,719 Men

Women

Compensation
Severstal has a Compensation Policy with standardised 
compensation rules for all employees. This policy establishes 
compensation principles, pay structure and compliance 
controls. Severstal compensation policy is aligned with our 
key values and strategic objectives. 
On 1 April 2016, our employees received an average 6% 
salary increase. 
Currently fixed pay represents 80% of the total 
compensation of our employees, while variable pay 
represents the remaining 20%, in accordance with 

international best practices. We determine fixed pay using 
a standardised corporate job evaluation methodology.  We 
graded all jobs within Severstal and established pay ranges 
for them.

In 2016, average salary at Severstal’s 
manufacturing businesses was higher than regional 
average, and in Vologda Oblast and the Republic of 
Karelia it was twice as high as the regional average.

* Source: Russian Federal State Statistics Service 
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Our standard entry-level worker wage was on 
average more than three times higher than the 
legal minimum wage.

We also offer monthly (for workers and foremen within our 
operations) and annual bonuses to motivate our employees 
to achieve their objectives. We also have annual bonus 
targets (in percentage of annual salary) for various job levels.
Annual bonuses depend on the achievement of corporate 
objectives, business plan objectives, employee’s annual 
salary, and their performance evaluation (for managers, 
specialists and office personnel) or annual contribution 
evaluation (for workers). 
We took the following actions in the course of 
implementation of Severstal Compensation Policy in 2016:
• Сontinued standardising our approaches to salary 

reviews, bonuses, ensuring consistency of payments and 
introducing best C&B practices across our subsidiaries 

• Implemented personnel motivation projects with 
development of personal competences (in the Russian 
Steel Repairs segment and other departments)

• Continued implementation of measures to improve 
employees’ awareness about the current remuneration and 
bonus system in the Company

• Identified motivation techniques for technologist 
development programmes aimed to expand their 
professional skills and improve quality and client 
orientation rates

Salary increases and annual bonuses in the Company are 
automated in the Compensation Management system. 
In 2016, our payroll was approximately 44 billion roubles, an 
11% increase over the previous year. Our payroll composition 
is as follows: 95% are salaries, 4% are benefits and 1% are 
pensions.

Payroll composition,  
thousand roubles

Payroll change, thousand roubles

Payroll

Benefits

Pensions

20162015

Severstal Russian Steel

20162015

Severstal Resources

26,929,591

886,451
456,007

30,493,064 10,715,317 11,458,652

824,528
450,759

594,638
8,059

757,215
8,406

201620152012 2013 2014

42.0
37.640.241.038.4

Prevention of Corruption and 
Violations of Laws and Internal 
Regulations
The Anti-Corruption Policy of Severstal and Affiliates 
is aligned with other anti-corruption standards and 
processes. Its provisions are based on the international best 
practices, including the guiding principles of Transparency 
International, and record-keeping policies adopted by world-
leading enterprises.
Managers at all levels pay close attention to conducting 
business in accordance with universally accepted 
standards of business ethics and do not tolerate any forms 
of employee bribery and corruption. To achieve these 
goals, Severstal designed and enacted Code of Business 
Partnership and Code of Employee Conduct. 
Chairman of the Board Alexey Mordashov actively supports 
the Ethics Committee, an internal body of Severstal 
responding to all submissions related to the violations of 
Company values, wrongdoings, and violations of behaviour 
standards by Severstal employees . The Chief Executive 
personally reviews and approves all decisions of the Ethics 
Committee. 
Zero tolerance for violations is gradually becoming an 
integral component of our corporate culture. Starting 
from 2011, 80% of our executives have been screened for 
corruption. While in the beginning approximately one out 
of four executives were involved in various violations, the 
second screening showed zero violations. A considerable 
number of our employees in sales and operations were also 
involved in various unlawful activities. The second screening 
showed a reduction in the number of such employees to 10-
12% in purchasing and sales, and 3-4% in operations. The 
most common scenario is suppliers offering our employees 
payments for the lobbying of their interests. Employees 
in purchasing, sales and project delivery who are in direct 
contact with suppliers or customers are exposed to the 
highest risk. 
In 2016, we identified 11 attempts by Cherepovets Steel 
Mill employees to bribe officials to submit fake medical 
assessment data. There were four bribery attempts in 
purchasing that our employees reported to Business Support 
Department themselves. 
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Training duration by gender and job 
category, hours

Engineers ManagersWorkers

134 59 65

128

37 31

Men

Women

Training And Development System
Highly skilled talent is the key driver of our corporate 
strategy. We have a comprehensive employee training 
system in place. We run employee development programmes 
across all functional areas of our business including 
production, equipment repair and maintenance, purchasing, 
finance, IT and HR. Everyone from top executives to factory 
workers receives training in Severstal. The training is based 
on our corporate training and development regulations, 
professional education policies of our business units, and 
other requirements of applicable laws of the Russian 
Federation.
Key areas covered by our corporate training programmes:
• Mandatory training and development programmes for all 

levels of management
• Personalised training programmes on management skills 

and personal productivity
• Industrial safety training
• Special education for engineers
• Professional training and cross-training of workers
Severstal has adopted a mixed training principle (70-20-10), 
with 70% of employee training effort focused on workplace 
training, 20% focused on collaborative training (mentoring, 
feedback and coaching), and 10% focused on training 
courses (in-class and remote) and self-training. We offer 
distance learning, group and individual training programmes.

There were 20 criminal investigations of bribery in 2016. 
If there is not enough proof for criminal charges, we take 
disciplinary actions up to termination of employment. We 

terminate our agreements with businesses involved with 
corruption, and blacklist such businesses.

In 2016, the share of our employees, including 
managers, participating in training programmes 
increased to 84.6%, compared with 61% in 2015. 

The average length of training programmes was 42.4 hours 
per employee, which is consistent with best practice.
We regularly use production unit managers as trainers.  
We use external service providers in our employee training 
and development projects, including universities, professional 
development institutions, research organisations, training 
centres and consultants.
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Management Training 
Programmes
Our management training programmes help the managers 
to adjust their behaviour, improve their personal efficiency, 
and develop their leadership skills. We use a variety of training 
methodologies for the three highest levels of management, 
including coaching, mentoring and teamwork sessions 
(including strategic and group sessions). These methodologies 
apply to individual training plans.
Our training curriculum for production unit directors, plant 
managers and foremen is based on mandatory programmes 
ensuring that our employees at each of these levels acquire 
the right management skills.
Mandatory programmes for management cover human rights 
and, in particular, employer’s compliance with employee rights. 
Apart from mandatory programmes and additional trainings 
for certain management positions, all our employees also 
have an opportunity to choose from a range of programmes 
focused on deeper understanding of business, personal 
performance and competence, to help achieve their personal 
objectives.

Achieve More Together Programme
The Achieve More Together programme is the first level 
of mandatory management education for shop and 
department managers, senior managers and team leaders. 
They study Severstal standards, approaches and culture, 

acquire systematic team leading knowledge and skills, and 
exchange their expertise. The Legal Aspects of Human 
Relations module is a part of the Achieve More Together 
programme as well. Over 1,500 employees received training 
since the programme launch. In 2016, 108 managers 
received training. In 2017, 186 employees will be trained. 
Upon the completion of the Achieve More Together 
programme, our managers have an opportunity to continue 
their education in the Severstal Business Academy.

Severstal Business Academy
Severstal Business Academy provides the second level of 
training. Five modules of the Business Academy are based 
on specific suggestions and operating environment of our 
managers, and they were developed with the professors of 
Russian and international business schools. These modules 
offer:
• Advanced development of knowledge and skills in the 

areas of team leadership and department management as 
a business

• Development of a management perspective
• Approaches, practices, knowledge and information at the 

level of international standards
• Expertise exchange and replication of best practices within 

the Company
570 employees received training under this programme in 
2016. We launched the final module of the Cross-Functional 
Cooperation programme in the reporting year.
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Production Department Management Programme
Our Production Department Management programme is 
developed together with Moscow School of Management 
Skolkovo. It is designed for segment directors and production 
directors and offers them deeper knowledge of economy, 
finance, production efficiency and problem-solving technology, 
and to help them develop engaging leadership skills and 
innovative approaches to staff management.
Since programme launch in 2014, we delivered this training to 
38 managers. In 2016, we launched another module within 
this programme — Personal Efficiency: Difficult Conversations. 
In 2017, this programme will be available not only to Severstal 
managers, but also to the managers of key departments of 
Severgroup.
We offer professional competence and personal efficiency 
development trainings for managers and skilled professionals, 
as well as additional trainings on new processes and 
approaches.

Distance Education
As an additional tool, we are using a distance learning 
system that is accessible to all employee everywhere at 
any time, whenever needed to deliver on their business 
objectives. Distance learning allows us to reuse training 
courses without additional costs and reduces the cost of 
mass education. It helps to keep expert knowledge within 
Severstal and support BSS projects. Online courses are 
dedicated to teamwork, public speaking, negotiating and 
persuading, personal efficiency and organisation, and so 
forth. In the reporting period, 28 % of our employees received 
training through the distance education system.
Through automation, we offered our line managers and 
employees simple tools to plan and obtain their trainings. In 
2016, we offered automated registration for training courses 
for the first time. This helped us plan employee training and 
development in advance for 2017, while our HR team had 
an opportunity to forecast and distribute resources to meet 
employee needs.

In 2016, we delivered more than 1,330 training 
programmes for specialists and workers.

Severstal welcomes the development of language skills. 
We pay half of the cost of a foreign language course if 
an employee completes it successfully. In 2016, we rolled 
out new unconventional language learning methods and 
formats, such as English Club, presentation trainings with 
native speakers, and a regular newsletter about English. 
These skills and knowledge can be useful not only in 
employee’s current role, but also in future jobs and after 
retirement.
We use feedback forms filled in upon the completion of 
every course to get to know employees’ opinion on corporate 
training, their content and value, the practical applicability of 
the newly acquired knowledge, the relevance of the training 

Education in the Foreman Academy

Mandatory modules: 439 employees trained in 2016

Module 1, People
• Part 1: Worker Performance Management 

(Discussions of Goals with Workers)
• Part 2: Crew Development and Personal Development  

of the Foreman

Module 2, Efficiency and Responsiveness
• Organisation of site operations using BSS best  

practices and tools

Module 4, Managing Professional Development of Your Team
• Development and coaching planning

Optional Modules: 479 employees trained in 2016

Module 3
• Psychology of Staff Management
• Holding meetings. Presentation skills
• Employee communications and feedback
• Coaching
• Teamwork
• Legal aspects

tools we use and the quality of training. Average satisfaction 
of our employees with trainings in 2016 was 9.3 on a scale 
from one to ten.
Employees of Severstal Russian Steel division have an 
opportunity to get a degree in a distance education 
programme of Cherepovets State University free of charge. 
Our Master’s programmes offer the ultimate level of 
professional education and serve as a great complement to 
basic education.

Foreman and Worker 
Education
Foreman Education
For our new foremen and workers, we have a Foreman 
Academy programme in place that includes three mandatory 
and one optional production-specific module.
Depending on individual needs, the participants of the 
Foreman Academy programme could also take several 
additional training courses, such as Efficient Conversations 
with Subordinates, BSS Tools, Practical Discussions of Goals, 
and many other classroom and online training on a variety of 
skills. The Foreman Academy programme includes an 8-hour 
Legal Aspects of Human Relations module. This module 
offers important knowledge of employment law and an 
opportunity to work on practical cases and difficult scenarios. 
This is a regular module; 314 employees took it in 2016.
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Worker Education
We rely on both internal resources and regional educational 
institutions (universities, colleges, other learning facilities) 
in educating our workers, and we also send our employees 
for studies in Moscow and St. Petersburg. Among the key 
areas of training are cross-training, professional development 
within existing specialisations, training for the use of new 
equipment, learning technology processes, learning to use 
industrial control systems, safety training, and certification 
training.
We continuously deploy modern training tools, including 
animated video courses combining high training quality 
with minimum work disruption. These video courses offer 
a clear visual presentation of the composition, purpose 
and operating principles of our equipment, as well as the 
management of technology process.
Our employees are motivated for cross-training and by 
acquiring new skills and becoming more multifunctional, they 
can get higher salaries. To achieve this goal, Severstal has 
targeted training programmes in place.
In 2016, 2,953 employees of Severstal Russian Steel received 
cross-training in 148 different programmes.
There is a special programme in place for foremen (senior 
workers). In 2016, we trained 461 employees.
Each job has a skill matrix that our foremen can use to 
evaluate the skills of every crew member and manage their 
professional development. We used this matrix to identify 
our training needs for 2017.
Our trainers use Professional Development Folders to 
improve the training quality. In 2016, we have developed 
these folders for 53 professions and specialisations.
In 2016 approximately 13,500 workers of Severstal Russian 
Steel received professional training and improved their skills 
in 770 training programmes.
Severstal has an extensive mentoring system in place that 
ensures the transfer of expertise from our top experts with 
many years of service to our young employees. We have 

Divisional employee training programme 
costs, thousand roubles

201620152012 2013 2014

283,540
265,102

186,780

262,815

203,312

approximately 5,000 carefully selected mentors in the Steel 
Division alone. Our new mentor training programmes had 
2,288 students in 2016, and we adjusted their pay upon 
completion.
Severstal organises professional competitions to support and 
promote professional development. Cherepovets Steel Mill 
hosted 24 contests for 22 trades, some of them for the first 
time. Similar contests were organised in our other businesses.

Employee training costs
Our employee training costs reduced in 2016 by 23 % year-
on-year, to 203,312 million roubles. We invested 75 % of 
this amount in management, specialist and office personnel 
training, and 25 % in worker training. Cost reduction was 
achieved through increased share of distance education and 
collaboration with service providers on cost optimisation.
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Engagement of High School 
and University Students and 
Young Professionals
Recruitment of high-potential young talents helps Severstal to 
satisfy our long-term need for skilled professionals. To build a 
long-term talent pool, Severstal is trying to trigger the interest 
of the youth towards the mining and steelmaking industry, 
makes significant investments in education, and works with 
schools and universities.

• Career orientation
• Improvement of schooling on 

industry-specific subjects to 
motivate high school students 
to continue education in mining 
universities and vocational 
schools

VOCATIONAL SCHOOLS

UNIVERSITIES

• Specialised programmes
• Industry-specific subjects
• Youth Perspective festival 

(Vorkutaugol, Olcon, Karelsky 
Okatysh)

• School contests

• Generate a flow of 
applicants for worker 
positions

SCHOOLS

GOALS PROJECTS

• Targeted vocational education
• Professional development 

centre (SVS-RS)
• High-volume internships
• Trainer development 

• Generate a flow applicants 
for foreman and key specialist 
positions (future participants of 
manager succession plans)

• Targeted education
• Scholarships
• Business school (СВС-РС)
• Communications events
• Teacher development

GOALS PROJECTS

GOALS PROJECTS

Severstal partners on talent development with approximately 
20 specialised universities, six vocational schools and several 
high schools offering specialised Severstal programmes in the 
cities where we work.
Severstal also supports several universities including the 
European University (St. Petersburg), Graduate School of 
Management (St. Petersburg), St. Petersburg State University 
of Economics, and Saratov Polytechnic University.
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Career orientation for  
school students
Support for specialised Severstal programmes proves to be 
an efficient tool of career orientation. We have been working 
on these programmes since 2008 in Vorkuta and expanded 
them to two Cherepovets schools in 2015. This programme 
is designed for grade 9 to 11 students and prepares them 
for technology colleges. We have specialised two-year high 
school programmes, in electric power engineering and 
steelmaking, running in Cherepovets. These courses are 
taught by specialised university professors. Students can 
take optional career orientation sessions taught by Severstal 
employees in specialised laboratories of Cherepovets 
State University. Graduates of engineering classes have an 
advantage during the admission should they choose to apply 
to respective departments of Cherepovets State University.
In 2016, as a part of our trade popularisation initiative, 
we arranged field trips to our Moscow office, Cherepovets 
industrial site and our Steelmaking Museum, which has 

become the central element of our career orientation effort, 
for our specialised programme students. (For further details 
about our museum, see the Development of Local Community 
Potential section.)
We help young students to make career choices using their 
familiar formats, including social networks and Internet. 
Our career orientation events include the Severstal World of 
Trades contest and the World and Severstal trivia contest. Our 
resource businesses are organising student tours as well.

Vocational Education
Russian Steel
Severstal works on public-private partnership in education 
to address our talent supply management needs. This 
partnership includes the development of a full-scale 
professional staff training system with the entire range of 
services from primary education to professional development 
courses.

Career orientation events 
for students 

Teacher internships in Severstal 
subsidiaries for professional competence 
development, as well as distance learning 
programmes for teachers

Participation of Severstal experts  
in the education process 

Workplace training arrangements for 
students with experienced mentors

Coordination of trade-specific 
professional modules in the educational 
programmes with Severstal experts 

Participation of students in 
professional contests organised by 
Severstal

Key areas of focus in development of vocational education



73

ABOUT SEVERSTAL BUSINESS AND CORPORATE  
SOCIAL RESPONSIBILITY CORPORATE GOVERNANCE EMPLOYEES OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION
SOCIAL PROJECTS  

AND INVESTMENTS
ABOUT  

THIS REPORT APPENDICES

Severstal
Corporate Social Responsibility and Sustainable Development Report 2016

• Severstal specialists give the introductory lectures on their 
trades for first and second year students of Cherepovets 
Steelmaking College. Grade 9 students of the city high 
schools also attend these events. In 2016 Severstal helped 
fund the new Heat Power Engineering Laboratory in the 
college.

• The machinery shop of SSM Tyazhmash organised 
the training of Cherepovets Steelmaking College and 
Cherepovets Technology College students in three 
competencies for the regional WorldSkills Russia welding 
technology contest co-sponsored by Severstal that took 
place in October 2016 in Cherepovets.

• Severstal Metiz signed professional student training 
agreements with Cherepovets Technology College. College 
students complete their internships at Cherepovets site of 
Severstal Metiz every year.

• Redaelli SSM signed an internship agreement with Vologda 
Energy Industry College and the Vocational School No. 33.

• Employees of Severstal Long Product Mill Balakovo 
demonstrated their main shops, equipment and product 
samples to the participants of the Fourth Municipal 
Science Festival. Students of MEPHI Balakovo branch that 
hosted the festival had multiple field trips to the shops of 
the Long Product Mill.

• In 2016 Severstal signed an agreement with Cherepovets 
Forestry Technology to build the Ground Transportation 
Equipment and Technologies to attract youth to our 
transportation department.

Severstal Resources
Our businesses would like to make sure that vocational 
education is as close to the real workplace environment as 
possible. Karelsky Okatysh is a member of the Coordination 
Council on HR Policy and Citizen Career Orientation of the 
City of Kostomuksha. Kostomuksha Polytechnic College trains 
future repair mechanics for Karelsky Okatysh. The Ministry 
of Education of the Republic of Karelia, Kostomuksha 
Polytechnic College and Karelsky Okatysh have a partnership 
agreement in place on joint development of the college. At 
the request of Karelsky Okatysh, supported by the Ministry, 
the college started teaching mineral processing technology.
Olcon partners with Olenegorsk Mining College. In 2016, it 
organised the Youth Perspective Festival for its students and 
hosted public workshops on technology and occupational 
safety facilitated by Olcon employees.
Vorkutaugol offers internship opportunities for the students 
of Vorkuta Polytechnic College and Vorkuta College of 
Mining and Economics, hosts open days, arranges tours of 
its facilities, organises multiple mining trade festivals such as 
School-Mine-Chance and PROFest, purchases equipment for 
educational institutions, and does much more.

Universities
The primary objective of Severstal is to ensure that the new 
graduates have sufficient knowledge, skills and qualifications 
to meet the latest requirements of Severstal and the industry 
as a whole. We cooperate with Russia’s leading technology 
and mining universities, including St. Petersburg State 
University, MISIS, MSMU, VSTU, ChSU and ISPEU among 
others. Our core partner in talent development is Cherepovets 
State University (ChSU).
In 2016 Cherepovets State University and Severstal jointly 
developed a roadmap to improve the quality of training of 
future employees. The roadmap includes several initiatives 
focused on improving the quality of student training, 
developing the faculty, and other aspects.
• In December 2016 Severstal and Cherepovets State 

University organised a qualification event for the Metal 
Cup 2017 international steelmaking technology strategy 
contest. The contest gave students an opportunity to 
demonstrate all their capabilities and professional skills 
on a case highlighting issues in blast furnace production. 
Severstal will offer the winners an internship opportunity.

• Cherepovets Steel Mill and Severstal Metiz signed 
agreements with ChSU offering annual internship 
opportunities to its students.

• We agreed with the universities to extend internships 
from four to ten weeks. This helps future specialists to get 
a deeper understanding of their own site as well as the 
whole technology process and peer functions. Extended 
internships are long enough for the students to be able to 
get the clearances they need for workplace training and 
all the information they require to write their graduation 
papers.

• As a part of our career orientation effort, we offer 
factory tours to educate the youth about the mining and 
steelmaking industry and the opportunities it presents.

• In Spring 2016, we arranged an internship in Technology 
Development and Quality Directorate of Severstal Russian 
Steel for the students of Cherepovets State University, 
MISIS, Bauman Moscow State Technical University and 
St. Petersburg State University.

Approximately 2,000 students of various colleges 
and vocational schools completed internships 
in Russian businesses of Severstal in 2016. 
Approximately 450 new graduates became our 
employees.

Every year, we organise Severstal Business School, a two-day 
workshop camp for students, to help them improve their 
personal efficiency a critical skill for success in every business 
and function.

In 2016, Severstal finished third in the Best Student 
Programme nomination of the Graduate Awards 
2016, Russian national contest of programmes for 
graduates and young professionals.
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Severstal Leadership Programme
In November 2016, we launched a unique Severstal 
Leadership Programme. The purpose of this programme is 
training new graduates and young professionals to become 
future Severstal leaders. Programme participants will have 
an opportunity to get practical experience working with 
the Business System of Severstal, in operations, finance, 
purchasing or sales for two years, with the goal of becoming 
TOP 100 Severstal executives within 5–7 years. In 2016, we 
received 1,258 programme applications from more than 230 
Russian and foreign universities.

Onboarding of Young 
Employees
Our onboarding and employee development system helps 
our new employees to integrate in our team and quickly 
achieve high performance. The onboarding programme 
includes professional, business and personal productivity 
training, as well as language and career development 
courses.
• We organise annual divisional conferences for young 

professionals in Cherepovets. New employees need to pass 
a selection process to attend these conferences. We take 
into consideration their performance, contributions to the 
Idea Factory, and participation in corporate social and 
sports events.

• Severstal organises an annual Young Professional contest. 
In 2016, 56 employees from Cherepovets and Kolpino 
participated in the contest.

At the end of the year, subsidiaries of Severstal Russian Steel 
organised the initiation events for young steelmakers.
The majority of our departments have representation in 
Severstal Youth Council. We offer our young employees 
multiple opportunities to participate in large-scale events 
every year. These include: The Youth Humour Festival, the 
Singing Severstal Creative Contest, the Our Time Festival of 
Innovation and Creativity, the Young Metallurgist Family 
Contest, and the Meeting of Generations Sports Event.
We adopted the Engagement Policy for Students, Graduates 
and Young Professionals, and the Minimum Compensation 
and Guarantee Policy for Students, Graduates and Young 
Professionals. Severstal offers the following benefits to young 
professionals:
• Signing bonuses
• Subsidised housing
• Reimbursement of relocation expenses (tickets and 

luggage)
We post our career opportunities and advertise our job fairs 
on Facebook and VK.
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Severstal is committed to offering a decent work 
environment. Severstal has a Unified Social Standard for 
offices and shop floors that extends the requirements of 
building codes and other regulations.
Severstal employees have access to high-quality food 
services. Cherepovets has a kitchen factory and 38 food 
service facilities. More than 9,000 metallurgists visit our 
corporate canteens every day. Where canteens are not 
practical, we have dining rooms with vending machines and 
kitchen equipment.
16 bus routes bring our employees to their workplaces at 
Cherepovets Steel Mill. The mill offers free employee parking 
with convenient access.

Work Environment

Employee Benefits

We have stringent requirements in place for the condition of 
our open areas and industrial sites. We organise corporate 
contests for the cleanest social or recreational facility and 
run employee surveys to understand their satisfaction with 
such facilities.
In 2016, our steel division invested 442 million roubles in 
the improvement of our social and recreational facilities. 
We have planned to increase this investment by 30 million 
roubles in 2017.

The key principles of and approaches to social support of 
our employees are outlined in collective agreements and 
other agreements of our individual businesses. All employees 
of Severstal receive benefits. Our benefit package includes 
all benefits mandated by applicable laws plus additional 
means of financial support stipulated by respective collective 
bargaining agreements (regular and one-time payments). 
Components and value of benefits packages offered in 
individual businesses of Severstal may vary depending on 
industry and region.

Employee Health
Severstal Russian Steel
Employee health is a priority on our social agenda. Severstal 
has been working on the comprehensive Severstal Health 
programme developed at Cherepovets Steel Mill for several 
years. The programme is focused on creating a healthy 
environment for employees, improving the access to health 
care and health care quality, expanding first aid system, 
delivering efficient outpatient services using the latest 
technologies, and prevention of diseases.
Severstal Medical Unit at Cherepovets Steel Mill is one of the 
leading health care service providers in Northwest Russia.  
It has 1,717 health care professionals covering the majority 
of specialist areas. It serves more than 47,000 people, 
which is approximately 20 % of the adult population of 
Cherepovets. The medical unit operates 27 medical stations 
(12 of them open 24x7), two outpatient clinics, one hospital 
and one maternity clinic. We also have 12 dental clinics 
ensuring Severstal employees have the most convenient 
access to dental care.
Our female employees have access to a unique maternity 
hospital with an obstetrics and gynaecology clinic. Our 
maternity hospital follows the latest standards in maternal 
care.

Starting from March and until the end of summer, we offer 
our employees free tick-borne encephalitis vaccinations.  
We also run seasonal flu vaccination campaigns from 
September till December. Vaccines are available for 
Severstal Russian Steel employees, retirees and health care 
professionals. Our private health insurance programme pays 
for vaccines with support from the federal budget.
Severstal has been offering mass vaccination since 2000.  
It reduced the incidence of respiratory tract infections and 
flu by 17.6 %.
Our medical stations are financed through private health 
insurance. Olcon private health insurance programme 
includes outpatient and inpatient services, dental coverage 
as well as rehabilitation and recovery treatments. 
All employees of our Cherepovets site have health insurance 
policies in place.
In 2016, the amount of funding of our private health 
insurance programme was 306 million roubles. Severstal 
invested approximately 25 million roubles in the equipment 
for our medical unit.
Our steelmakers can also purchase private health insurance 
to extend their coverage. Additional services included in 
extended coverage are provided by Severstal Medical Unit. 
Policy holders can enjoy discounts on all paid services. 
We significantly expanded our private health insurance 
programme in 2016 and offered new products for employee 
family members and Mill veterans.
To make the private health insurance more accessible, 
Severstal offers the employees of Cherepovets Steel Mill an 
opportunity to pay for their policies with tokens they receive 
for improvement proposals submitted to the Idea Factory 
programme.
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Severstal Resources
Vorkutaugol employees receive high-quality company-paid 
health care services in Vorkuta, and their workplace injuries 
are treated in the leading health care institutions of Komi 
Republic, Moscow and St. Petersburg. High-quality health 
care services are available both to miners and their children. 
Over 6,120 employees — approximately 86.2 % of the 
overall number of insured — used health services under the 
corporate programme last year.

Olcon private health insurance programme includes 
outpatient and inpatient services, dental coverage as well as 
rehabilitation and recovery treatments. Health care services 
were provided in Murmansk, Moscow and St. Petersburg. 
Dental services were offered through risk-based health 
insurance plans. Approximately 400 employees used our 
private health insurance last year.

Karelsky Okatysh offers its employees outpatient care, 
special wellness programmes for men and women, as well as 
leg and spine diseases, medical check-ups and vaccinations, 
dental care and hospital treatments, including surgeries. The 
private health insurance programme of Karelsky Okatysh also 
supports the maintenance of four medical stations and an 
emergency response unit at the industrial site.

Health resort packages for employees  
and their children
Health resort treatments and wellness programmes are a 
special component of our health care and disease prevention 
programmes. Health resorts, recreation centres and summer 
wellness camps in Anapa, Sochi, North Caucasus, as well 
as St Petersburg, Pskov, Moscow, Yaroslavl and Vologda 
oblasts have been traditional vacation destinations for our 
employees for many years.

Severstal’s Torovo corporate vacation complex is visited by 
more than 20,000 metallurgists and their family members 
every year. We offer discounted packages to division 
employees.

Individual businesses of Severstal Russian Steel invested 
more than 200 million roubles in 2016 wellness campaign. 
8,200 division employees and their children used vacation 
packages with 90 % discount.

The following categories of children are entitled to free 
health resort packages:
• Children from families with three or more children under 18
• Orphans and children in foster families of Severstal 

employees or retirees
• Children whose parents died or suffered disabling injuries 

while on duty at Severstal
We also offer subsidised summer camp packages to children 
of state-owned organisation employees and orphans staying 
in orphanages.
Employees of Karelsky Okatysh and their children only pay 
20 % of the package price, and the rest is paid by the private 
insurance. In 2016, 622 employees purchased health resort 

packages, and 277 children of our employees visited wellness 
camps or went on vacations together with their parents 
under the Family Vacation programme.
Rehabilitation and recovery treatments were provided 
to 100 employees of Olcon. Our private health insurance 
programme for employee children paid for 55 trips to Vita 
summer wellness camp in Anapa.
Employees of Vorkutaugol use the North Pearl wellness 
clinic that specialises in prevention and treatment of miners’ 
professional diseases, including skeletomuscular conditions. 
The wellness centre can serve up to 150 people per month.

Housing programme
In 2016, we invested 7.5 million roubles in the housing 
programme of Karelsky Okatysh, and 111 employees used it. 
This money was used to offset monthly mortgage interest 
and provide one-time support with down payment.
Our employees in St. Petersburg (Kolpino) and Balakovo are 
entitled to buy out their corporate apartments, with either 
zero-interest 7-year financing or a discount (15 % for Kolpino; 
10 % for Balakovo) on a cash deal.
We completed our equity construction project in Cherepovets 
in 2015.

Support for retirees  
and veterans
Severstal offers corporate pension plans and retiree benefits. 
In 2016, we adopted new retirement regulations for the 
steel division with standardised calculation formula for the 
years of service that is used to credit early pension, and also 
for one-time retirement bonus and monthly supplements 
for non-working retirees. Laid off employees and employees 
with medical conditions preventing their employment are 
now eligible for early pensions as well. The amount of early 
pension depends on years of service in Severstal (at least 
10 years), and these pensions are indexed together with the 
wages of Severstal employees.
The amount of supplement for non-working retirees depends 
on the years of service and on whether they have signed up 
for a personal private pension plan. Non-working retirees 
receive more than 20 types of support, such as financial 
aid, health care, special aid and social services; we also 
arrange wellness and recreation events for them. Severstal 
Medical Unit provides health care services to 7,300 Severstal 
veterans.
As a part of our Targeted Aid to Veterans charitable project, 
in 2016 we provided hot meals to 216 retirees in need who 
stay at home due to health conditions. Volunteer veterans 
made a huge contribution to this effort.
Types of social support for Severstal veterans:
• Victory Day payment for WWII war veterans, Blockade 

survivors and labour veterans (1,000 roubles)
• Radiation Accident Remembrance Day payment  

(2,000 roubles)
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• Metallurgist Day payment for Veterans of Honour and 
Distinguished Employees of Severstal (1,100 roubles)

• Senior Citizen Day payment (200 roubles)
• Disability Day payment (200 roubles)
Severstal invested 423.3 million roubles in social support of 
its non-working retirees in 2016.
We have indoor and outdoor sports programmes for 
our veterans, including several wellness groups with 
approximately 600 participants. We also offer free swimming 
pool passes to the veterans, a variety of tournaments, 
championships, wellness days and sports events.
In 2016, approximately 11,000 people participated in our 
sports and culture events. These include:

• Veteran Spartakiad of PAO Severstal in Cherepovets
• 30 Years of Steel Fitness athletic tests
• Nordic walking festival
• Wrap-Up of Sports Year in Yubileiny Sports Centre
• Launch of five new sports clubs
• Alley of Honour planting (250 people)
• Senior Citizen Day commemorative concerts
• Metallurgist Day interactive show in the Ice Palace
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Family Security and Benefits
Support for families is a major component of Severstal social 
policy. Severstal employees can take maternity leave as soon 
as they register with a maternity clinic. Severstal pays them 
their average salary until they get the state pregnancy and 
birth benefits. Severstal invested 46.7 million roubles in this 
area in 2016. Employees on parental leave may work part-
time if they wish.
In 2016, all employees remained with Severstal after their 
parental leave.
The share of employees who remained with the company 
after parental leave was 43 % among men and 63 % among 
women.
We have a variety of family bonuses for employees, with 
amount of bonus depending on particular business:

Employee bonus (for one of the parents)  
on the birth of a child

2,000 to 
15,000 roubles

Monthly supplement for employees on 
parental leave until the child reaches  
three years of age

500 to 4,000 
roubles

Monthly supplement for employees (one 
of the parents) who have three or more 
dependent children under 18, per child

500 to 1,000 
roubles

Monthly supplement for widows (widowers) 
dependent children under the age of 18, 
per child (unless they remarry)

300 to 850 
roubles

Monthly supplement for guardians of 
children under 18, per child

300 to 850 
roubles

Financial aid or hardship loan for 
employees in hardship

starting from 
3,000 roubles

Our collective bargaining agreements contain provisions for 
additional days off on important family events:
• On 1 September for parents of first-graders
• On the day of son’s departure to military service
• On the birth of a child (to the father)
• On the wedding of an employee or their children
• On a special anniversary
• On the death of a close relative
Our employees also have access to the Severstal Corporate 
Card programme. This programme gives an opportunity to 
purchase air tickets from Cherepovets to St. Petersburg and 
Moscow with 50 % discount off the actual one-way economy 
class fare, as well as tickets to Kaliningrad and resort 
destinations with 5 % discount.

Active Lifestyle and Sports
Severstal Russian Steel 
Popular sports events are traditionally one of the most 
efficient healthy lifestyle promotion and team building tools 
in the Severstal Russian Steel division. Approximately 43 % of 
our employees in Cherepovets and elsewhere practice regular 
fitness exercises and sports training. Overall incidence of 
diseases among our employees decreased by 5.7 % in 2016.
Our employees have access to convenient time slots at the 
city’s sports facilities for their corporate sports activities 
including trainings in nine sports, contests, competitions and 
other sports events. This format gives us an opportunity to 
involve as many employees as possible in wellness and sports 
activities.
Our shop teams organised approximately 200 competitions 
and sports events.

The Steel Energy programme developed in Severstal 
Russian Steel received Sport and Russia Award and 
was named Russia’s Best Corporate Sports, Wellness 
and Healthy Lifestyle Programme.

Under this programme, we delivered the following projects in 
2016 with approximately 12,000 participants:

• Big Sports: a competition of 13 sports, championships in 
16 sports, and two tourist conventions.

• Health Vibe sports event in occupational gymnastics in 
36 Cherepovets industrial site departments and other 
locations.

• Testing in Russian national athletic standard.

• Severstal Ski Tracks divisional skiing competition.

We organise five major sports events for our employees, 
including Severstal Ready! season opening as well as Crepe 
Week, Autumn Health and Sports Day, and the Sports Year 
Wrap-Up.

Apart from participating in sports events, our employees 
can purchase swimming pool tickets, participate in skating 
sessions, purchase water aerobics and fitness programmes 
and gym membership at half price. More than 7,000 
steelmakers and their family members hike and ski our 
Health Trail in summer and winter.

Severstal Resources
Vorkutaugol has several corporate sports halls equipped for 
various sports. Our employees have access to Olympus Sports 
Centre and the volleyball hall of the Miners’ Palace of Culture. 
Vorkuta Mechanical Plant has a mini football stadium on its 
premises.
Every year we host corporate competitions in six sports 
and family relays for our employees. Our employees also 
participate in municipal and regional mini football, ice 
hockey, badminton, table tennis, boxing and volleyball 
tournaments.
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Vorkutaugol has children’s ice hockey, football and volleyball 
clubs operating in its gyms, and kids regularly travel to  
a variety of tournaments.

We also host various ball sports, fitness and table tennis 
training sessions in Olcon Sports Centre. In 2016, we had 
approximately 5,000 employee visits to the Sports Centre.

Olcon employees contested the Chief Executive’s Award 
in a traditional Spartakiad in nine sports in the reporting 
year. Olcon teams successfully participate in municipal and 
regional ball sports tournaments and ski races.

We have organised three family sports events in the reporting 
year, with more than 80 employees and family members, and 
approximately 70 children participating in them.

The administration of Karelsky Okatysh provides 
transportation and funding to support employee trips to 
regional sports competitions in Karelia. Its employees have 
free access to sports, game and gym rooms in Druzhba 
Culture and Sports Centre. In Autumn 2016 we opened 
sports, game and gym rooms at our industrial site accessible 
to all employees. Our employees also have discounted access 
to swimming pool.

In 2016, Karelsky Okatysh hosted a traditional Spartakiad 
in 15 sports, a veteran ice hockey tournament, the Severstal 
Triathlon event, the Autumn Challenge trail running event, 
and the 2nd Teräskontie 2016 — Steel Bear 2016 extreme 
running event.
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5 Occupational Safety and 
Environmental Protection

Continuous improvement of occupational safety and environmental performance is an 
important social responsibility and sustainable development priority for Severstal, and a 
driver of our long-term competitive advantage and operating efficiency. 

Occupational safety and environmental protection 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.

Occupational Safety 82
Environmental Protection 90
Power Consumption аnd Energy Efficiency 100
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Our fundamental occupational health, safety and 
environmental protection principles are outlined in 
our corporate policies — Health and Safety Policy and 
Environmental Protection Policy. These Policies apply to all 
businesses and divisions of Severstal. 
Our occupational and environmental safety management 
systems include high-quality assessments of industrial safety, 
special workplace evaluations, independent environmental 
evaluations and internal audits of the management systems 
focused on preventive identification of risks and development 
of efficient corrective actions. 
Severstal was the first steelmaker whose Russian assets 
adopted an environmental management policy meeting 
the requirements of the ISO 14001 international standard. 
Today Severstal environmental management system is 
certified for compliance with ISO 14001:2004 standard at 
four of our businesses. 

Karelsky Okatysh, Olcon and five businesses of Severstal 
Russian Steel (Cherepovets Steel Mill, Izhora Pipe 
Mill, Severstallat, Severstal Project and Severstal SMC 
Vsevolozhsk) have their occupational safety systems certified 
for compliance with ОHSAS 18001:2007 standard.
Severstal fosters productive collaboration with government 
authorities, employees, business partners, communities and 
professional associations in the areas of occupational safety 
and environmental protection. Severstal managers and 
experts contribute to RSPP Environmental, Industrial and 
Technology Safety Committee and NP Russian Steel.  
We partner with the World Steel Association (Worldsteel).

Occupational Safety
Occupational safety is a priority value of Severstal and  
a critical component of our Business System. Our strategic 
goal is to use global 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.

Policy and Management
Strategic decisions in the area of occupational health and 
industrial safety are the responsibility of the Occupational 
Safety and Environmental Protection Committee headed 
by an Independent Director. The implementation of these 
decisions is the responsibility of OHS and Environmental 
Protection Director, heads of business units and heads 
of respective services. Each of our businesses has an 
occupational health management system including 
a risk management system, emergency and disaster 
recovery plans, an information distribution system for 
emergencies and lessons learnt, employee training courses 
meeting the requirements of applicable laws, a corporate 
distance learning system with training courses, and other 
components.

Improvement of occupational safety is a key performance 
indicator for Severstal.

We use safety audits as a part of integrated BSS audits to 
evaluate occupational health and safety systems across our 
businesses.

We perform comprehensive evaluations of our managers’ 
safety performance, including both reactive and proactive 
indicators, the latter focused on injury prevention, as well as 
accident prevention scores, operation of industrial controls, 
and other aspects.

Severstal businesses use a standardised approach to injury 
and micro injury analysis, and to the handling of violations, 
and a standardised set of tools to identify hazards and 
involve employees in safety management.
Our occupational safety objectives are as follows:
• Improve our existing culture by consistent use of efficient 

safety tools
• Become the leading Russian company by LTIFR 

(underground and open pit mining and steelmaking), and  
a top company worldwide by LTIFR in the long term

Our Occupational Safety and Environmental Protection 
Committee established the following objectives for 2016:
• Identify, analyse and eliminate safety hazards
• Increase staff involvement in occupational safety matters
• Identify and work with risk-seeking employees
• Handle safety violations

Identification, analysis and elimination of safety 
hazards
We work with safety hazards by analysing injury rates, 
including micro injuries, conducting surveys to identify 
hazardous operations, and use our industrial controls.
We have integrated Behavioural Safety Audits, Industrial 
Process Safety Audits and Problem-Solving Dashboards, into 
its industrial control system. We use automated software to 
summarise audit results, log issues that were unresolved at 
foreman level, maintain a registry of unsafe actions, as well 
as plan and track corrective actions.
Over the past two years, we have been conducting regular 
employee surveys to identify unsafe processes. We used 
survey results to develop corrective actions and have already 
implemented 90 % of them. As a result, we were able to 
reduce the number of unsafe processes significantly.
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• Unsafe tools and equipment were found to be among the 
most common causes of accidents at Cherepovets Steel 
Mill (38 %). In response to an increase in injury frequency 
in October and November 2016, we implemented a special 
safety regime in steelmaking. We introduced daily cross-
checks, and a special team of the Health, Safety and 
Environmental Protection Department of the steelmaking 
division was performing 24x7 work evaluations. The 
results of these cross-checks were analysed twice a week. 
Within two months under the special safety regime, we 
had identified the most common violations and developed 
mitigation programmes for every work area.

In 2016 Severstal Russian Steel improved its safety 
performance in such hazard categories as conveyors, night 
shifts, eye injuries and zero to five years of experience. These 
improvements were supported by the introduction of the 
special regime for the use of hand tools, the operation of 
24x7 monitoring team, bringing conveyor safety guards in 
compliance with safety regulations, introducing mandatory 
use of safety goggles, and active employee engagement.

There were zero injuries in the division caused by employees 
not knowing how to do their jobs safely. Russian Steel 
and Vorkutaugol started making educational videos with 
reconstructions of accidents leading to fatalities and major 
injuries and regularly using them during employee training. 
These videos make it easy to see what happened and help 
employees understand the causes of accidents better.

• For Vorkutaugol mine workers, we created a list of jobs 
requiring special attention during the assignment, 
and developed safety reminders. In 2016 Vorkutaugol 
completely addressed the belt conveyor riding hazard 
and significantly reduced the belt conveyor maintenance 

hazard — through better monitoring of people movements 
in the mine using the Flexcom positioning system. 
Employees found riding belt conveyors are subject to 
immediate termination.

• Karelsky Okatysh has been working on prevention of 
employee falls from heights for the past two years. 
It purchased a variety of high-quality harnesses and 
conducted special employee training in high-rise work 
safety, including practical classes in specially equipped 
classrooms. In addition to that, additional equipment was 
purchased to eliminate high-rise work altogether in certain 
areas.

Increasing staff involvement in occupational  
safety matters
All businesses of Severstal have employee feedback 
monitoring systems in place for safety matters. Information 
from various sources is stored in a central registry so that 
everyone can review proposals, and managers can follow 
up on their implementation and ensure timely responses to 
newly identified problems.

• At the end of 2015, we launched the Safety is a 
Professional Choice communication campaign that 
included safety banners and souvenirs awarded to 
employees who did not do any safety violations throughout 
the year.

• A new employee safety engagement methodology is now 
used in the service area of the second colour coating plant 
of Cherepovets Steel Mill: Safety Minutes are short training 
sessions held every morning during shift change meetings.
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• In 2016 Severstal Russian Steel had 65 informational 
meetings on occupational safety with more than 2,000 
participants. It also organised a Workers’ Memorial Day 
contest for steelmakers and contractor employees.

• Vorkutaugol organised two creative contests in 2016 
to increase employee engagement in the areas of 
occupational health and industrial safety. 57 children 
from miners’ families participated in the Safety Country 
children’s painting contest. We also organised the Mining 
Daily wall newspaper contest among our employee teams. 
Contest winners received memorable awards.

• In 2016 Karelsky Okatysh organised the Safety is a 
Professional Choice performance by employees and school 
students to celebrate the Workers’ Memorial Day. Senior 
employees taught safety classes for high school students 
to increase their awareness of occupational injuries.

• Olcon organised the Safety is a Professional Choice photo 
contest, while Olenegorsk Mining College hosted a reading 
contest under the same name. All participants received 
Olcon Certificates of Merit, and the winners received 
memorable presents.

Identifying risk-seeking employees and working 
with safety violations
All Severstal businesses follow standardised violation 
management policies. If an employee commits five or more 
safety violations over a year, they will need to be reviewed by 
department manager, and all violations of core safety rules 
result in mandatory disciplinary actions.
• All our businesses use Multipsychometers to identify 

risk-seeking employees and forecast the behaviours of 
employees who are involved in hazardous and high-risk 

operations. Both job applicants and employees take 
these tests. Successful test score is a factor we consider in 
our employment decisions. We also follow up personally 
with employees who are getting low scores and develop 
corrective plans.

Exchange of best practices
We identify, share and replicate best practices in industrial 
safety across all our businesses. This effort is based on our 
Idea Factory project that we use to reward our employees for 
original and useful proposals in the areas of productivity and 
industrial safety. (For further details, please refer to the Idea 
Factory section.) Initiation and replication of best practices is 
one of the evaluation criteria for our line managers.
• In 2016, 96 initiatives of Severstal Russian Steel were 

considered best practices and replicated both within the 
division and in other divisions.

• We have organised a conference on occupational safety 
for our businesses and affiliates (Severgroup) to exchange 
new practices. After this conference, we followed up with 
involving Severgroup businesses in active use of Severstal’s 
occupational safety tools.

Training
Our occupational health and industrial safety training 
complies with the requirements of Russian federal laws and 
uses corporate methodologies and occupational safety 
tools. All our educational events are focused on promoting a 
culture of safe behaviours based on personal commitment, 
accountability and active involvement of all Severstal 
employees in the reduction of health and safety risks.
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We started rolling out the Safe Behaviour Basics corporate 
course for all job families. This training focuses on prevention 
of behavioural mistakes causing 90 % of workplace 
and household injuries. Training sessions are led by our 
occupational health specialists. In 2016, we trained  
1,148 employees of Cherepovets Steel Mill and other 
businesses. In 2017, we will continue this training across all 
Severstal businesses.
In 2016, Cherepovets Steel Mill organised special trainings 
in occupational health for 1,755 employees and in industrial 
safety for 1,506 employees. 476 employees took the 
Occupational Health for Office Personnel training course in 
the corporate distance education system. Total training costs 
were 7.5 million roubles.
• The employees of the Health, Safety and Environmental 

Protection Department of Cherepovets Steel Mill who 
received internal trainer certificates led a series of 
SafeStart safe behaviour training courses for shop and 
area managers. The main objective of the course is to 
reduce injury rates by 50 %.

• We started rolling out live training for the employees of 
Severstal Russian Steel. Our shop managers and foremen 
are trying to go beyond just reading a safety instruction 
and actually engage workers as much as possible. We 
structured these training courses as conversations with a 
considerable number of visual learning aids.

• In 2016, we evaluated the quality of training sessions 
delivered by our foremen (over 1,200 individuals). 
Evaluation results were discussed with shop managers and 
foremen themselves. Those who scored low could improve 
the quality of their training by taking a Public Speaking 
Skills course, participating in a group review of common 
issues, visiting a training session in a different area, etc.

• Vorkutaugol put significant emphasis on unscheduled 
training sessions for employees returning from long 
vacations.

• In accordance with the requirements of the new Safety 
Regulations for High Rise Work, 104 managers and workers 
of Vorkutaugol took training courses and certification 
exams in high rise work safety, and were assigned high 
rise safety classes. 34 employees took professional 
development courses to receive certifications in technical 
management of mining, and 26 employees took 
certification courses in technical management of blasting.

Severstal Russian Steel: Our health, safety 
and environment team members were ranked 
among the top 100 professionals in Russia’s Top 
Occupational Health Professionals 2016 contest.

In 2016 Severstal invested 5.3 billion roubles in occupational 
health and industrial safety initiatives, compared with  
3.3 billion roubles in 2015.

Results of injury prevention 
initiatives
In 2016 the lowest lost time injury frequency rate of 0.55 
was achieved in Severstal Russian Steel. One year earlier,  
17 businesses of Severstal Russian Steel had zero workplace 
injuries. In the reporting period, we were able to reach our 
injury rate target in Karelsky Okatysh and Severstal Metiz.
LTIFR across Severstal was 1.77 in 2016. Severnaya  
mine disaster resulting in 31 fatalities, 2 major and  
14 minor injuries was a huge factor in our LTIFR increase. 
We investigate all significant accidents, conduct internal 
investigations and evaluate root causes. In 2016 Severstal 
Russian Steel had two accidents with employee fatalities 
and two accidents with employee fatalities. In two cases, 
managers were the victims of the accidents. Two accidents 
resulted from safety violations by victims themselves; two 
other accidents resulted from unsatisfactory organisation of 
work.

Overall

Steel Division (Severstal Russian Steel and Severstal Metiz)

Severstal Resources

1.27

3.62

0.61

1.38

4.06

0.58

1.11

1.93

0.83

0.99

2.51

0.54

1.77

5.79

0.69

LTIFR across Severstal
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Number of injuries in 2016
 Fatalities Major Minor Total

Total across Severstal, including:
Employees 33 11 105 149

Contractors 2 4 15 21

Severstal Russian Steel
Employees 2 5 22 29

Contractors 2 2 6 10

Severstal Metiz
Employees 0 1 13 14

Contractors 0 0 1 1

Karelsky Okatysh
Employees 0 0 6 6

Contractors 0 0 3 3

Olcon
Employees 0 1 2 3

Contractors 0 0 2 2

Vorkutaugol
Employees 31 4 62 97

Contractors 0 2 3 5

Organisational and technology initiatives to 
improve workplace safety in 2016
• Severstal Russian Steel purchased 749 gas detectors and 

807 self-rescue devices worth 36 million roubles to improve 
safety in gas-hazardous areas

• Three largest administration and community buildings at 
Cherepovets Industrial Site with total capacity over  
1400 persons were equipped with fire alarms.

• Karelsky Okatysh equipped all metalworking lathes with 
interlocks and interlock keys to prevent injuries. These 
devices prevent unauthorised access to this equipment.

• To prevent employees from falling in shop buildings we 
applied liquid anti-slip coating to all floors. We have also 
repaired a covered walkway between two buildings.

• We installed 600 metres of new model safety guards at 
our conveyors at Olcon crushing and preparation plant. 
We have also installed and launched an underground 
radio communications and positioning system in the 
underground mine.

In view of the accident at Severnaya mine, the Board 
is reviewing how it can improve its monitoring of the 
Company’s health and safety policies. Special consideration 
was given to creating a safe working environment in 
Vorkutaugol mines. We invested 163 million roubles in our 
projects in this area. In particular, we did the following:
• Vorkutaugol purchased three remotely controlled mining 

systems for Vorgashorskaya mine. These systems allow 
removing workers from the dangerous area.

• We installed interlocks preventing simultaneous door 
opening at all Vorkutaugol air shafts to ensure appropriate 
ventilation and prevent accumulation of gas near 
development faces.

• We replaced the head units of all mining torches.

• We installed two automated stone dusters in each mine 
and so fully mechanised dust suppression and explosion 
protection of all development faces equipped with 
monorail (80 % of all development faces).

• All stationary air and gas sensors are installed in the mine 
using cable locks to prevent their unauthorised relocation.

• We keep installing employee speed sensors in mines 
with belt conveyors to prevent every possibility of our 
employees riding these conveyors.

• We tested and launched seismographs in Vorkutinskaya 
and Zapolyarnaya mines to forecast seismic events, such 
as bounces, gas and coal bursts.

Occupational Morbidity
Severstal uses a comprehensive set of organisational, 
sanitary, healthcare and technology tools to prevent 
occupational morbidity. Our core businesses identified an 
increase in the incidence of newly diagnosed professional 
diseases. In Vorkutaugol, this is the result of early diagnostics 
during regular check-ups in a professional disease centre. 
In Cherepovets Steel Mill, this increase is associated with 
changes in procedures we use to account for professional 
diseases. According to the new process, professional disease 
centre files a separate notification of professional disease for 
each diagnosed condition. Earlier only one notification was 
filed regardless of the number of diagnosed conditions.
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Incidence of professional diseases

Investments in health care and wellness, million roubles

According to Rospotrebnadzor, mining has the highest 
incidence of professional diseases (31.4 cases per 10,000 
employees) among all sectors of the economy. The 
employees of these businesses also showed the largest 
share of newly diagnosed professional diseases, at 39.73 %. 
This explains why Vorkutaugol has a far higher incidence of 
professional diseases than our other businesses.
We took the following actions in 2016 to reduce the 
incidence of professional diseases:
• Vorkutaugol installed replaced old sensors with new 

sensors meeting the required precision standard to improve 
dust control.

• Cherepovets Steel Mill installed mechanised spilled 
coke removal system at coke battery 7 and mechanised 
crystalliser lubricant delivery systems in the continuous 
casting moulds 1–5.

• Karelsky Okatysh overhauled the aspiration system of the 
product sorting plant to reduce workplace hazards.

• To prevent employee exposure to ionising radiation we are 
switching our iron ore concentrate and pellet production 
from radioactive isotope systems to microwave equipment.

• We built an air shaft to improve the ventilation of Olcon’s 
underground mine.

Collaboration with Trade 
Unions on Occupational Safety
We work closely with trade unions on occupational 
safety matters. Our mutual commitments in this area 
are a part of our collective bargaining agreements. We 
develop occupational safety codes, investigate accidents 
and evaluate professional diseases together with trade 
unions. 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.
• Occupational safety coordinators of Karelsky Okatysh 

reviewed the best practices in occupational safety of the 
Finnish Ruukki company, a subsidiary of SSAB steelmaker.

As a part of our legal compliance effort, we perform 
special assessments of workplace conditions together with 
trade union representatives. The results of these special 
assessments in each department are available on our 
corporate website.
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Severstal Russian Steel
• Cherepovets Steel Mill has an organisation of occupational 

safety coordinators. We had approximately 419 
coordinators in 2016. In 2017, our trade union committee 
together with corporate executives are planning to design 
the evaluation and motivation system for occupational 
safety coordinators in order to improve their engagement. 
Apart from studying legal safety requirements in special 
schools, our occupational safety coordinators will study our 
corporate safety methodologies.

• The Occupational Health and Safety Committee of 
Cherepovets Steel Mill focused on individual cases 
of negligence towards fundamental safety rules by 
employees. Now the Committee will review individual 
violations of safety requirements that led to severe 
consequences or near misses. We will follow with 
appropriate actions up to termination according to 
applicable law.

In 2016, six Occupational Safety Coordinators won 
the 2nd round of the Best Occupational Safety 
Coordinator in Vologda Oblast Council of GMPR 
contest.

Severstal Resources
• In 2016 Vorkutaugol conducted a special review of work 

environment at 372 work sites and used its results to 
develop improvement recommendations for 352 work 
sites. Union representatives are included in special review 
commissions and participate in all stages of the review. We 
developed, adopted and enacted 30 occupational safety 
regulations together with trade unions.

• In 2016 Severstal and trade unions started working on 
Collective Agreement for 2017–2019. The overwhelming 
majority of agreement provisions remain in full force and 
effect, and some are expanded. For example, Vorkuta 
miners will have access to Black Sea health resorts during 
winter. The vacation travel allowance for Vorkutaugol 
employees and their family members has been increased 
by almost ten percent.

Key initiatives in emergency 
readiness
Severstal Russian Steel
• Severstal Russian Steel division has contracts in place with 

several professional emergency management services. 
We established a training centre for our gas emergency 
response team.

• We conducted over 1,500 emergency drills in our individual 
businesses. Together with EMERCOM Directorate for 
Vologda Oblast, we performed a joint comprehensive 
training on prevention and management of emergencies 
at hydro facilities of Severstal.

• We have upgraded all rescue equipment of the supporting 
rescue team of Belorucheyskoye Mine Authority, and 
trained and certified 14 team members.

Cherepovets Emergency Centre awarded the 
Director’s Certificate of Merit to Severstal Team 
for development of public safety and emergency 
management system.



89

ABOUT SEVERSTAL BUSINESS AND CORPORATE  
SOCIAL RESPONSIBILITY CORPORATE GOVERNANCE EMPLOYEES OCCUPATIONAL SAFETY AND 

ENVIRONMENTAL PROTECTION
SOCIAL PROJECTS  

AND INVESTMENTS
ABOUT  

THIS REPORT APPENDICES

Severstal
Corporate Social Responsibility and Sustainable Development Report 2016

Severstal Resources
Vorkutaugol
• In 2016, Vorkutaugol conducted 18 fire evacuation drills at 

its facilities.
• Vorkutaugol also arranged emergency management and 

containment trainings. We have organised 23 large-scale 
trainings, including 10 drills at our coal preparation plants.

• We trained and certified 217 members of Vorkutaugol 
supporting rescue teams. 407 Vorkutaugol team members 
participated in trainings at a special Komsomolskaya mine 
test site.

Karelsky Okatysh
• Together with EMERCOM Karelia, we have conducted joint 

training of supporting rescue team of the mine authority 
on a simulated oil spillage in the oil product warehouse of 
the production support shop.

• We renovated our fire safety system as well.
Olcon
• We signed an agreement with a professional emergency 

management company on certain mining emergency 
management services and gas emergency management 
services including the containment and removal of 
emergency oil spills, firefighting and emergency medical 
services.

• We installed automated fire extinguishers at Olcon.

Severnaya Mine Disaster
In February 2016, a methane explosion occurred at 
Severnaya mine of Vorkutaugol. The explosion and the 
following search and rescue operation caused the deaths 
of 36 miners and rescue workers. The exact cause of the 
explosion remains unknown because the underground 
sections of Severnaya mine were flooded to contain and 
extinguish the fire set off by the explosion. Expanded 
Technical Council made of the representatives of 
Vorkutaugol, Rostechnadzor and EMERCOM decided to seal 
off the mine temporarily.
Vorkutaugol paid compensation to the families of deceased 
miners and rescue workers and injured miners. Total amount 
of payments was 155,753,036 roubles. On our own initiative, 
we paid the same amounts to the families of rescue workers 
as we did to the families of miners. On average, every family 
of the deceased received over 4.5 million roubles from 
Severstal, which together with government support made 
approximately 7 million roubles.
Severgroup employees donated approximately 4.7 million 
roubles in a fundraising event. We identified 115 recipients 
of additional compensations, and each of them will receive 
40,500 roubles.
SOGAZ insurance company paid compensations to the 
victims of Severnaya mine disaster. As of the end of the 
reporting year, 15 individuals filed their claims with SOGAZ 
and received a total of 3,417,738 roubles.
504 employees are involved with Severnaya mine, including 
284 regular employees, 20 managers and employees 

of Severstal Management, and 200 employees of other 
Vorkutaugol businesses.
We are working on employment opportunities individually 
with every employee. Employees who refuse to take transfers 
to other divisions of Vorkutaugol receive other employment 
offers. Government of Komi Republic included Vorkutaugol 
in the regional employment support programme to support 
former employees of the mine. Mine employees will have an 
opportunity to cross-train for trades that are in demand in 
the regional job market. We will comply with all provisions of 
Russian labour code in regard to employees who choose to 
terminate their employment.
Vorkutaugol funded the design, construction and installation 
of the memorial monument near Severnaya mine. The 
monument project was selected by a joint workgroup 
including representatives of Vorkutaugol, municipal 
administration, relatives of the deceased, general public 
and clergy. Deputy Prime Minister of the Russian Federation 
Arkady Dvorkovich attended the opening ceremony.

Supply Chain Responsibility
All onsite contractors have to comply with Severstal 
safety requirements. Our divisions developed and rolled 
out practical implementations of this approach, and they 
regularly check contractor compliance with industrial and 
occupational safety regulations.

Severstal Russian Steel
In 2016, we rolled out a new contractor cooperation system 
focused on ensuring their involvement in occupational safety. 
Contractors choosing to implement key safety tools used in 
Severstal Russian Steel receive the main contractor status 
and are exempt from fines for contractual violations. The 
following tools need to be implemented:
• Hazard identification
• Standardised treatment of violations
• Microtrauma analysis
• Hazard visualisation
• Live training
• Behavioural safety audits
The system also includes subjecting selected contractors to 
behavioural safety audits. The audits evaluate the following 
aspects:
• Staff training and education quality
• Availability and quality of safety instructions, technology 

instructions, work plans and similar materials
• Availability of personal protective equipment, tools and 

devices
• Organisation of medical check-ups
• Organisation of production controls
• Follow-ups with violators
Since the adoption of the new system in the 4th quarter 
of 2016, our Health, Safety and Environmental Protection 
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2013 2014 2015 2016**2012

Severstal Russian Steel Severstal Resources

3,713

1,468

1,853

1,553

1,675

1,468

3,646

1,414

2,421

524

5,181 3,406 3,1435,0602,945

department conducted 55 audits at all our main contractors. 
The auditor studies contractor’s internal documents and an 
onsite evaluation of work safety.
Only one contractor scored the maximum possible number 
of points, while eight contractors failed to meet the required 
safety level.
Implementation of corporate tools, safety audit results, 
number of accidents and number of violations will all affect 
the achievement of safety targets by our contractors in 2017.
Failure to meet the targets established for the current 
year may result in removal of the main contractor status 
and reintroduction of a fine system that is still in place for 
contractors not willing to comply with new rules.
The new system was adopted by 55 main contractors 
continuously present at our industrial site and having over 
90 employees.
Severstal Metiz adopted a new revision of the Occupational, 
Industrial, Fire and Environmental Safety Regulations for 
Contractors in 2016.

Severstal Resources
Vorkutaugol adopted the new Joint Operations Policy for 
Vorkutaugol Businesses and Contractors. Contractors are 
only allowed to work on Severstal premises upon verification 
of availability of all project and technical documentation, 
and the required number of qualified and safety trained 
employees. Contractor representatives can only receive work 
orders and access clearance for hazardous facilities if the 
contractor meets all requirements of applicable federal laws.
Executives of our contractors join our quarterly OHS 
meetings where we review the circumstances around and 
root causes of incidents that happened with contractor 
employees, and corrective actions we take to prevent similar 
incidents in future. These initiatives reduced the number of 
contractor injuries by more than half in 2016.

Environmental Protection
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 take 
our environmental objectives in consideration in our facility 
development and upgrade programmes. We consistently 
develop environmental footprint reduction programmes 
and involve all our employees in implementation of these 
programmes.
In 2016 Severstal slightly reduced (by 8 % year-on-year) 
environmental protection spending, including operating 
and capital expenses, to 3.14 billion roubles. A significant 

Financing of environmental protection 
initiatives by division*, million roubles

* 2013 data includes PBS Coals

** In 2016, costs of Belorucheyskoye Mine Authority are included in the expenses of 
Severstal Resources

Key areas of environmental protection 
investments, % 

reduction from 2013–2014 mostly reflects the completion 
of several large-scale, high-cost projects focused on 
reduction of our atmospheric emissions. The largest part of 
our expenses, approximately 44 %, is associated with waste 
management. The second largest part is attributable to 
protection of water bodies, and it has increased by almost  
3 pp in the reporting year.

Waste
management

Protection and 
rational use of 
water resources

Protection of air

Other expenses

11.7%

39.7%
43.7%

4.9%

2016 2015

1.1%

19.8%

36.4%

42.7%
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Policy and Management
Our environmental protection commitments are detailed in 
the Corporate Environmental Protection Policy of Severstal
• 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 
identification and assessment of environmental risks, as 
well as reduction of their potential consequences.

The environmental matters of Severstal Russian Steel are 
the responsibility of our Health, Safety and Environmental 
Protection Department. Each one of our businesses has one 
or several experts dedicated to environmental protection. 
Directors of individual businesses and line managers are also 
accountable for our performance in this area.
Five of our businesses have certified their environmental 
management systems for compliance with international 
standards and Russian environmental legislation.
Key areas of our environmental responsibility:
• Preventing environmental contamination, and actively 

working to reduce greenhouse gas emissions
• Optimising the use of energy and natural resources
• Managing waste efficiently
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 outcomes of our projects. Our vertically 
integrated business model gives Russian assets of Severstal 
an opportunity to cover full production cycle from ore 
mining to long product manufacturing, including scrap 
processing. Consequently, Severstal almost fully controls the 
environmental footprint of a significant part of its supply 
chain.
We also expect our suppliers to comply with all 
environmental laws and regulations, and we include 
them in our contracts. The system we use to monitor the 
environmental compliance of our suppliers is similar to 
the system we use to monitor their occupational safety 
performance. There were no changes in the environmental 
protection management system in the reporting period.
Environmental safety is covered in our employee training 
programmes.
In 2016, we provided environmental protection training to 
more than 5,100 employees.

In 2016, we provided environmental protection 
training to one out of every ten of our employees.

Severstal has received several awards for our environmental 
initiatives in 2016:
• Interfax ERA named Severstal the most environmentally 

transparent steelmaker in Russia in its research. The 
research included the review of environmental data in 
annual, corporate and social reports and websites of 
almost 5,000 Russian businesses starting from 2005.

• The Renovation of Integrated Water Discharge investment 
project of Severstal finished in the top five projects of the 
9th PEOPLE INVESTOR2016 corporate project competition 
in the Environmental Efficiency nomination.

• Severstal won the Environmental Responsibility 
nomination of the Russian Business Leaders: Agility 
and Responsibility — 2016 Russian Nationwide Contest 
organised by RSPP.

• Severstal was the runner-up in the Environmental 
Contribution in 2015 contest of the Natural Resources and 
Environmental Protection Department of Vologda Oblast.

• Vorkutaugol was the runner-up in the River Band 
competition in the Komi Republic.
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Key environmental priorities and objectives

Projects Expected Effect Completion

1. Cherepovets Steel Mill

1.1
Completion of the construction of central gas 
cleaning system for Ladle Furnace 2 and Steel 
Finisher 

Dust emissions reduced by 500 tonnes per year 2017

1.2

Continued reduction of pollutant emissions from 
steelmaking, coke, blast furnace and sinter plants 
outside the maximum permissible emission 
standard project

Completion of the programme to reduce gas 
emissions from technology equipment of coke 
plants 1 and 2.
Completion of preliminary evaluation of gas 
treatment facility options for oversize scrap cutter 
and the renovation of the gas cleaning system at 
shaft furnace 2

2017

1.3 Completion of the preliminary design of a new 
industrial landfill

Selection of a technology solution for future 
waste management in compliance with 
environmental laws and with minimum 
environmental footprint

2017

1.4 Research of the use of plants for secondary 
treatment of wastewater from outlet 3 

Recommendations developed for reduction of 
pollutant emission limits in wastewater from 
Outlet 3

2017

1.5 Construction of storage facility for steelmaking 
waste and zinc-containing blast furnace slag 

Waste stored in compliance with environmental 
laws and with minimum environmental footprint 2018

1.6 Renovation of blast furnace slag treatment plant
Reduction of emissions from outlet 3 2018

1.7 Changing production technologies in certain 
Severstal Metiz businesses

1.8 Construction of a secondary wastewater 
treatment system for outlet 3

Emissions from outlet 3 are within maximum 
permissible limits 2022

1.9
Transfer of PCB-containing capacitors and 
transformers to a specialised treatment 
organisation

Toxic materials treated appropriately 2024

2. Oryol Steel Plant

2.1

Further reduction of the discharge of storm 
water and meltwater from the roofs of industrial 
buildings into surface water bodies, redirecting it 
into closed loop water system instead 

Less contaminated storm water discharged  
into Oka River 2017

3. Severstal Metiz

3.1 Repair of acid storage pan in the energy shop Acidic discharges eliminated 2017

3.2 Repair of storm water piping in four shops Wastewater discharges eliminated

4. Volgograd branch of Redaelli SSM

4.1 Replacement of water recycling station filter Consumption of river water reduced 2017

4.2 Repair of power gates at the local treatment 
station Washing water treatment process optimised
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Projects Expected Effect Completion

5. AO Vorkutaugol

5.1
Improvement of the efficiency of existing 
treatment systems at Severnaya, Vorkutinskaya 
and Zapolyarnaya mines

Pit water discharges to water bodies reduced 2021

5.2
Rehabilitation of Yunyaginsky pit (Eastern, Eastern 
Edge and Eastern Yunyaginsky Trough) according 
to the requirements of feasibility study

Soil remediated for future use 2017

6. AO Olcon

6.1
Addition of new sections of shore discharge piping 
and water conduits to our closed loop water 
system 

Existing closed loop water system maintained in 
operational state 2017

6.2

Designer's monitoring of biofilter plant 
development (development of plant community 
coverage at the sediment dam of Kirovogorsky 
open pit) and expansion of bio coverage 

Content of nitrous pollutants reduced in quarry 
waters 2017

6.3
Chemical suppression of 16 hectares of tailing 
pond surfaces and biological rehabilitation of  
0.5 hectares 

Reduction of air pollution and landscape 
rehabilitation 2017

6.4 Construction of shore discharge piping and water 
conduits

Elimination of wastewater discharge in water 
bodies 2018

6.5 Deployment of bioremediation technology to 
treat nitrous pollutants in quarry waters

Reduction of nitrous pollutants in quarry waters 
discharged into water bodies 2019

7. Karelsky Okatysh 

7.1

Confirmation of sulphur balance during pellet 
baking and accounting for sulphur content in 
emission calculations.
Development of an automated sulphur dioxide 
content monitoring system for baking machine 
off-gases.
Development of a feasibility study for the 
construction of sulphur removal facility for baking 
machine off-gases.
Design of sulphur removal systems.
Construction, installation and start-up of sulphur 
removal systems

Reduction of atmospheric sulphur dioxide 
emissions 2015–2020

7.2 Completion of a pyrolytic waste treatment station Reduction of stored production waste 2017

7.3
Analysis of tailing pond water intake from 
drainage area and its impact on wastewater 
discharge parameters 

Evaluation of an opportunity to reduce 
wastewater discharge from the tailing pond to 
Lake Okunevo

2017

7.4 Selection of best possible reagents for the tailing 
pond

Improved quality of treated process water and 
tailing thickness

7.5 Routing of ore contaminated with high-sulphur 
rock to the dry magnetic separation system Reduction of sulphur content in ore Continuous
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Use of Water Resources
In 2016, our water intake was 148.27 cubic metres, which is 
3 % less than in the previous reporting period.

Total water consumption,  
million cubic metres

* 2013 data for Severstal Resources includes PBS Coals.

**  In 2016, Belorucheyskoye Mine Authority data is included in Severstal Resources.

* In 2016, Belorucheyskoye Mine Authority data is included in Severstal Resources..

Severstal Russian Steel Severstal Resources

2013* 2014 2015 2016**2012

150.64 152.62 148.27137.47136.08

53.33 50.28 53.63 56.38 70.09

82.75 87.19 97.01 96.24 78.18

Purchased water

Water from natural 
sources

2016*2015

49.62 64.09

6.75

6

Purchased water

Water from natural 
sources

20162015

83.15 65.53

13.07

12.65

Severstal Russian Steel Severstal Resources

2013 2014 2015 20162012

3,506 3,426 3,3773,5403,534

575 594 568 540 490

2,959 2,945 2,937 2,886 2,887

Severstal Resources
The mining businesses of Severstal Resources mostly use 
water from natural sources, including groundwater (80 %), 
surface water bodies (2 %), storm water and meltwater from 
our land parcels (9 %), as well as water supplied by utilities 
(9 %).

Total Severstal Resources water intake by 
source, million cubic metres

The amount of this water depends directly on natural factors 
beyond control, such as the inflow of water to underground 
mines and open pits, or the amount of precipitation. These 
factors largely define the changes in our annual water intake. 
These sources cover our production needs with a significant 
surplus, and we discharge this surplus as wastewater to 
surface water bodies. The overall increase in water intake 
across the division in 2016 reflects higher inflow from natural 
sources and the inclusion of Belorucheyskoye Mine Authority 
data in Severstal Resources statistics.

The majority of process water from natural sources (over 
98 %) is used by Cherepovets Steel Mill.
Water from natural sources is used to replenish local 
recycling loops and the integrated water supply system, and 
constitutes 1.8 % of all process water. The remaining 98.2 % 
is water from local recycling loops and the integrated water 
supply system.
The overall water intake across the division reduced by 19 % 
in 2016 reflecting the inclusion of Belorucheyskoye Mine 
Authority data in Severstal Resources statistics.

Total amount of reused water,  
million cubic metres

Our closed loop water systems minimise our use of water 
from natural sources. Individual businesses of Severstal 
Resources reuse 46 % to 99.7 % of their water. Olcon and 
Karelsky Okatysh have the highest water recycling ratio.

Severstal Russian Steel
The businesses of Severstal Russian Steel also mostly use 
water from natural sources, including surface water bodies 
(82.1 %), groundwater (0.3 %), storm water and meltwater 
from our land parcels (1.4 %), as well as water supplied by 
utilities (16.2 %).

Total Severstal Russian Steel water intake 
by source, million cubic metres
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2013 2014 2015 2016*2012

Severstal Russian Steel Severstal Resources

77,883 88,241 83,15177,60078,919

36,003 38,048 36,378 40,451 54,802

42,916 39,552 41,505 47,790 28,349

2013 2014 2015 2016*2012

Severstal Russian Steel Severstal Resources

28.17 35.53 31.7934.3236.89

19.76 21.51 17.75 19.11 16.71

17.13 12.81 10.42 16.42 15.08

Effluents and water body 
protection initiatives

Water discharge, thousand 
cubic metres

Wastewater discharge in water bodies, 
thousand tonnes

* In 2016, Belorucheyskoye Mine Authority data is included in Severstal Resources. * In 2016, Belorucheyskoye Mine Authority data is included in Severstal Resources.

Severstal Resources
Severstal Resources increased its wastewater discharge in 
2016 by 35.5 % due to the inclusion of Belorucheyskoye 
Mine Authority data in divisional statistics. However, Karelsky 
Okatysh, Vorkutaugol and Olcon decreased their wastewater 
discharge by 15 % to 30 % in 2016.
Olcon eliminated wastewater discharges to water bodies and 
ground surface, reduced natural water intake, and organised 
waste storage in a special facility following the installation 
of 1045 metres of shore discharge piping and 514 metres of 
water conduits at the left line of its tailing pond in 2016.
Vorkutaugol organised third-party technical evaluation of its 
treatment facilities in 2016 to develop proposals for proper 
treatment of pit water prior to its discharge to surface water 
bodies.

Severstal Russian Steel
Total amount of wastewater discharge across the division 
reduced by a factor of 1.7 in 2016 reflecting the removal 
of Belorucheyskoye Mining Authority data from divisional 
statistics. The amount of wastewater discharge from 
Cherepovets Steel Mill remained the same as in 2015. 
Cherepovets Steel Mill generates 99.2 % of the overall 
wastewater discharge in the division, and 99 % of pollutant 
emissions.
There were no oil product or liquid waste spills in 2016.
Cherepovets Steel Mill
Cherepovets Steel Mill uses an integrated closed-loop water 
system that includes clarifying basins 1 and 2 with the 
total area of 6.6 hectares, an Integrated Water Discharge 
Filtration Station treating up to 12.0 thousand cubic metres 
of wastewater per hour prior to its discharge to Koshta 
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River, and two sludge ponds with the total volume of 52 
million cubic metres. Production businesses of Severstal have 
60 local recycling loops. This water supply and discharge 
system allowed reducing the number of permanently used 
wastewater outlets from nine to two.
Cherepovets Steel Mill discharged 14.9 thousand tonnes 
of pollutants in 2016, which is 9 % less than in 2015. The 
reduction of wastewater discharge in 2016 compared to 
2015 reflects improved water quality at the following outlets:
• Outlet 3, resulting from the reduction of waste water from 

blast furnace gas cleaning systems
• Outlet 10, resulting from the completion of start-up and 

adjustment at the Integrated Water Discharge Filtration 
Station following its renovation in 2015.

19 pollutants are regulated in wastewater discharges of 
Cherepovets Steel Mill. The majority of them are discharged 
through Outlet 3. The amounts of 70 % of regulated 
pollutants were within maximum permissible limits in the 
reporting period.
We work on a number of initiatives agreed upon with 
the government authorities to ensure our full regulatory 
compliance, and these initiatives are scheduled for completion 
before 2023. (For further details, please refer to the Key 
Environmental Protection Objectives and Priorities table.)
After the start-up and adjustment, by the end of 2016 all 
regulated pollutants in wastewater discharged from Outlet 
10 were within maximum permissible limits.
Cherepovets Steel Mill manages spring water efficiently 
preventing any untreated wastewater overflows into rivers. 
If water intake rises in the closed loop water system, we use 
backup treatment facilities.
In 2016, Cherepovets Steel Mill invested 406 million roubles 
in the following water protection initiatives:
• Completion of start-up and adjustment following the 

renovation of water discharge filtration station.
• Completion of project documentation and beginning of 

renovation of the slag treatment section of blast furnace 
gas cleaning systems.

• Repairs of water treatment equipment.

Oryol Steel Plant
• In 2016, we rerouted some of the storm water and 

meltwater into our water recycling system, reducing the 
discharge of polluted storm water to Oka River by  
3,537 million cubic metres per year.

• Switching to a new type of filter cloths in our filter press 
improved the pressing efficiency of iron-containing sludge, 
resulting in lower content of particulate matter and iron 
in wastewater, and in 10 % reduction by weight of iron-
containing sludge waste.

Severstal Metiz
• We changed the production technology in Steel Wire  

Plant 2, Steel Shape Plant and Calibration Plant.  
We reduced the discharge of chemically polluted 
wastewater.

• We also completed the renovation of acidic discharge 
pumping pipes. As a result, we were able to eliminate 
acidic discharges.

• We renovated our water recycling system as well. As the 
result, we eliminated the discharge of recycled water into 
the environment and into the community sewage system.

Atmospheric pollution
In 2016, total emissions of atmospheric pollutants across all 
businesses of Severstal changed marginally (by 1.5 %) from 
2015. Emissions of Severstal Russian Steel reduced by 4.3 % 
by weight reflecting lower coke consumption in agglomerate 
production, and lower coke, agglomerate and converter steel 
production volumes.
Emissions of Severstal Resources increased by 2.7 % by 
weight. This increase was mostly driven by Karelsky Okatysh 
with 33.7 % higher emissions due to larger sulphur content in 
concentrate and fuel oil, and higher fuel oil consumption in 
production process. Vorkutaugol reduced its emissions by 8.8 %.

Atmospheric emissions of pollutants, 
thousand tonnes

* 2013 data includes PBS Coals.
** In 2016, Belorucheyskoye Mine Authority data is included in Severstal Resources.

Atmospheric emissions of nitrous oxides, 
sulphur dioxide and other material 
pollutants, tonnes 

Severstal 
Russian Steel

Severstal 
Resources

2015 2016* 2015 2016

Nitrous oxides 12,045 11,895 4,813 6,867

Sulphur dioxide 26,418 24,334 49,148 66,169

Volatile organic 
compounds

324 327 435 420

Particulate matter 17,725 18,431 6,579 10,525

Carbon monoxide 244,082 231,771 3,594 3,593

Other 1,251 1,325 150,298 133,220

TOTAL 301,845 288,084 214,867 220,794

* In 2016, Belorucheyskoye Mine Authority data is included in Severstal Resources.

2013* 2014 2015 2016**2012

Severstal Russian Steel Severstal Resources

495.7 516.7 508.9516.1532.3

199.6 197.9 194.7 214.9 220.8

332.7 318.2 301.0 301.8 288.1
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Air protection initiatives
Severstal Resources
Olcon
• In 2016, we applied chemical suppressant to 16 hectares 

of dusting tailing pond surfaces and completed biological 
rehabilitation of 1 hectare.

Karelsky Okatysh
• We developed and received approval for the new draft 

standard for maximum permissible discharges, and 
received an emissions permission for five years.

• We launched a sulphur cleaning system in the concentrate 
and pellet manufacturing authority. We equipped Baking 
Machine 1 with automated off-gas sulphur content 
monitoring system, conducted thermal research and 
measured sulphur content in material and gas flows, and 
performed aerodynamic measurements.

Severstal Russian Steel
Cherepovets Steel Mill
• Cherepovets Steel Mill adopted a waterless cooling 

technology for blast furnace slag. Instead of pouring water 
onto slag, we distribute a thin layer of slag over a large 
area for air cooling. We purchased two loader trucks with 
fireproof bodies for this purpose. The innovative technology 
reduced our sulphur emissions from over  
100 tonnes to approximately 30 tonnes per year while 
speeding up the cooling process.

• We implemented an emission reduction programme at 
Coke Plant 1 and 2 coke batteries. Cleaning systems, 
sludge pipes and air pipes have been replaced at  
9 aspiration systems.

• We started the construction of central gas cleaning system 
for Ladle Furnace 2 and Steel Finisher. The expected 
reduction in dust emissions is 500 tonnes per year.

Oryol Steel Plant
• The reconstruction of the balanced ventilation system at 

the pickle line of steel wire plant 2 decreased the number 
of stationery sources of air pollutants and reduced the 
overall emissions of H2SO4 aerosol by 0.923 tonnes.

Reduction of greenhouse  
gas emissions
Reduction of greenhouse gas emissions is an important item 
on our corporate agenda. We reduce GHG emissions through 
adoption of new and retirement of inefficient technologies.
The most significant projects of Severstal are as follows:
• Discontinuation of open hearth process
• Improvement of steel and hot metal production 

technologies to reduce lime and dolomite consumption
• Reduction of natural gas consumption in favour of coke 

and blast furnace gas
• Transition of some power boilers from solid to gaseous fuel 

(coke and blast furnace gas).
In 2015 all our businesses were implementing the GHG 
emission measurement methodology adopted by the Russian 
Ministry of Natural Resources.
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Waste management
Severstal Resources
Severstal Resources generates 96% of all waste in Severstal. 
The largest groups of waste are overburden and tailings. In 
2016 Severstal Resources produced slightly more waste due 
to higher volume of mining in Karelsky Okatysh and Olcon.

Waste management in 2015 and 2016
Indicator Severstal Resources Severstal Russian Steel

2015 2016* 2015 2016*

4.1. Total waste produced  178,043,303 185,081,223 8,340,966 6,803,002

including:

overburden 147,432,422 149,894,228 508,554  — 

tailings 30,492,034 30,239,809 0 —

4.2. Amount of waste recycled in 
production

45,878,971 17,132,020 6,519,036 6 401 582

4.3. Amount of waste neutralised in 
production 

0,5 0,5 112,717,7 33,523

4.4. Amount of waste stored on site 112,864,810 186,698,952 1,142,138 38 965

including:

within permitted limits 104,980,619 183,663,326 1,142,138 38,965

beyond permitted limits 7,884,191 3,035,626 0 0

including (out of line 4.4):

overburden 93,299,596 162,357,092 335,549 —

tailings 19,462,645 23,669,508 0 —

4.5. Amount of waste transferred to 
third-party waste management 
facilities

87,576 163,822 303,586 91,460

including:

for utilisation 81,858 154,592 283,436 74,664

for neutralisation 371 69 3,699 3,243

for storage 0 2,776 870 935

for burial 5,347 6,384 15,581 8,375

of those stored and buried:

within permitted limits 5,347 6,384 15,701 9,068

beyond permitted limits 0 0 750 242

* In 2016, Belorucheyskoye Mine Authority data is included in Severstal Resources.
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Waste disposal*, thousand tonnes Overburden and tailing disposal*, 
million tonnes

* Except heavy waste of Severstal Resources (overburden and tailings)

** In 2016, Belorucheyskoye Mine Authority data is included in Severstal Resources.

* Waste of Severstal Resources (overburden and tailings), including overburden of 
Belorucheyskoye Mine Authority

Severstal Russian Steel Severstal Resources

2013 2014 2015 2016**2012

116

102 100 108

682

632 793 784 807

52

Severstal Russian Steel Severstal Resources

2013 2014 2015 20162012

0.37
0.69

0.75

0.34

0

184 194 176 113 186

At Olcon, we actively used overburden to fill the artificial 
cavities of Olenegorsk pit. As a result, we increased internal 
recycling of Class 5 hazardous mining waste. We also shipped 
our overburden to a third party that will use it in crushed 
stone production.
Karelsky Okatysh reduced waste recycling ratio by a factor 
of 2.8. The overburden that we actively used to build our 
infrastructure facility (pads, warehouses, loading bays) were 
now stored in spoil banks, including previously accumulated 
material. Our storage volumes increased by a factor of 2.5. 
Overall, overburden storage volume increased by 74% across 
the division.

Waste reduction and processing, and land 
rehabilitation initiatives
• Vorkutaugol completed the rehabilitation of Eastern Edge 

and Eastern Yunyaginsky Trough flank as well as Eastern and 
Northern flanks of Yunyaginsky open pit. We have reclaimed 
a total of 200,000 square metres (including 40,000 square 
metres at Eastern Edge and Eastern Yunyaginsky Trough, 
100,000 square metres at Northern flank, and 60,000 square 
metres at Eastern flank). Land parcels were cleaned up, filled 
and zoned. We have protected the reclaimed parcels until 
their transfer to the State Land Reserve by Vorkuta State 
Commission.

• Olcon organised two environmental events in Olenegorsk in 
2016 and collected used mercury bulbs and thermometers 
from local residents. We shipped collected waste to a 
specialised processing facility.

Severstal Russian Steel 
Cherepovets Steel Mill is the main driver of waste 
management in Severstal Russian Steel, and its operating 
results led to 1% reduction in the overall amount of waste 
compared to the previous year. 
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Waste reduction and processing, and land 
rehabilitation initiatives in 2016
Cherepovets Steel Mill
• Rutgers Severtar, a joint coal tar processing facility of 

Severstal and Rutgers, is located on the industrial site of 
Cherepovets Steel Mill. This year we continued start-up 
and adjustment of the tar distillation system that is a part 
of the second line of the facility. It will process tar into 
high-quality raw materials for non-ferrous metallurgy and 
chemical industry, including vacuum pitch, naphthalene and 
technical oils, and will sell them to domestic and international 
customers. This plant will use state-of-the-art technologies 
meeting the latest environmental standards. The plant is 
scheduled for full launch in 2017.

• Cherepovets Steel Mill is a major supplier of slag products 
including flush slag, early slag and early unsorted slag. These 
products are made from the main types of industrial waste, 
including steelmaking and blast furnace slag. We have 
processed 6.1 million tonnes of this type of waste in 2016. 
Apart from slag, we process other process waste, oil, rolling 
mill emulsion and oiled scale. In 2016, we processed 152,000 
tonnes of process waste, 96,000 tonnes of emulsion and 
35,000 tonnes of oiled scale, and recycled 735 tonnes of oil.

• In 2016, we continued our waste storage reduction projects. 
Certain types of waste that we used to bury (conveyor belts, 
filings, reinforced concrete, wood clippings, polyethylene, 
plastic) are now shipped to recycling facilities. 

• As a part of our Stockholm Convention compliance effort, 
we’ve sent 734 pieces of equipment (7 transformers and 727 
capacitors) containing Sovtol (a mixture of polychlorinated 
biphenyl and trichlorobenzene) for neutralisation.

• In 2016, we’ve started shredding retired office equipment 
(computers and printers) with extraction of ferrous and non-
ferrous scrap.

Volgograd branch of Redaelli SSM
• We conducted an expert review of permits issued 

to the hydro facilities of sludge pit to ensure our 
compliance with waste management regulations.

• We built a concrete encasement around our scrap 
storage to ensure we meet sanitary regulations.

Oryol Steel Plant
• In 2016 and 2017 we planned and implemented a series 

of initiatives to separate wood, paper and cardboard from 
the remaining waste and send them for recycling to reduce 
the overall weight of waste stored.

Power Consumption and Energy Efficiency
Energy Efficiency 
Management System and 
Objectives
By reducing power consumption every year, Severstal makes 
a real contribution to rational use and conservation of 
energy resources while reducing our environmental footprint. 
Severstal has been working on Comprehensive Energy 
Conservation Programme since 2000 and adopted Energy 
Conservation Policy in 2003 (as amended in 2014). Our 
energy conservation programme includes provisions for the 
following:
• Design of energy-saving development strategy for 

Cherepovets Steel Mill and deployment of energy 
conservation technologies and equipment

• Development of an energy resource management system
• Utilisation of waste energy
• Renovations and upgrades
• Reduction of steelmaking energy consumption to match 

world-leading steelmakers
• Reduction of greenhouse gas emissions

• Development of an accurate power generation and 
consumption metering system and a planning system

These activities are organised and coordinated by the Centre 
for Energy Efficiency of Severstal Chief Power Engineer’s 
Department. All production departments of Cherepovets 
Steel Mill and Centre for BSS Development also participate in 
energy efficiency initiatives. Dedicated cross-functional teams 
coordinate the activities of individual directorates in this area.

We reward employees who meet KPI targets in power 
consumption and offer bonuses for innovative ideas and 
practical steps submitted through our Idea Factory. We also offer 
non-financial rewards such as business trips to world-leading 
companies, diplomas, letters of commendation from various 
management levels, honorary titles and many more.

Our energy management system helped us achieve the following 
results between 2000 and 2016:
• 15.5 % reduction of energy consumption per tonne of steel
• 16 % reduction of natural gas consumption per tonne of steel
• 20.4 % reduction of electricity consumption per tonne of steel
We are planning to roll out similar energy management 
systems at other businesses of Severstal.
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Key energy efficiency objectives and targets
Projects Expected Effect Completion

1. Cherepovets Steel Mill

The 2015–2019 energy conservation and energy 
efficiency programme of Cherepovets Steel Mill 
includes investment, organisational and technical 
projects in five areas

Conservation of 75 million cubic metres of 
natural gas
Conservation of 82 million kWh of purchased 
electricity

2019

2. Vorkutaugol

Annual energy conservation agenda of 
Vorkutaugol

Reduction of power consumption per 1 tonne of 
mined rock to 45 kWh

2017

3. Olcon

Development of a reactive power compensation 
project

Development of a reactive power  
compensation project

Project completed

Reduction of losses in heating networks, 
replacement of pipes and insulation 

Reduction of losses in heating networks, 
replacement of pipes and insulation 

By 2018 

Retirement of low-efficiency power equipment Retirement of low-efficiency power equipment By 2018 

Installation of electricity meters Installation of electricity meters By 2019 

Our Centre for Energy Efficiency completed the 
implementation of ISO 50001:2011 — Energy management 
systems standard. We trained stakeholder representatives 
using the curriculum of the European Bank of Reconstruction 
and Development.

Key programme results at 
Cherepovets Steel Mill in 2016
Our largest power generation units are TPP-SS (Thermal 
Power Plant & Steam Blowing Station) and TPP-PS-2 
(Thermal Power Plant & Power Blowing Station). They 
provide the majority of electricity and all heat needed by 
Cherepovets Steel Mill and 80% industrial consumers in the 
city. These power plants use a mix of fuels. These include 
blast furnace gas (52.5%), coke gas (29.4%), natural gas 
(17.6%) and steam coal (0.5%).

Internal consumption of steam coal, 
thousand tonnes

55.7

16.9
9.4

15.3

2016201520142013

We also utilise our own non-compressor gas recovery 
turbines, and turbine generators at our coke quenching plant. 
Our TPP exceeded their nominal ratings in the reporting year 
and generated the all-time high of 4391.3 million kWh of 
electricity. 

In 2016, we produced 243.3 million kWh (5.86%) 
more electricity than a year before.

Increased power generation was made possible through 
optimised equipment operation and reduced scheduled and 
unscheduled downtime of power generation units.
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In 2016, our industrial site consumed 5645.156 million kWh 
of electricity. 
Our ratio of internally generated electricity to consolidated 
power consumption has been growing steadily over the 
last few years. In 2016, it increased to 77.8% compared to 
72.5% in the previous reporting period. The economic benefit 
from increased power generation was 318.1 million roubles 
compared with 2015.
We plan on further development of internal power 
generation, especially with regard to converter gas 
utilisation. We are evaluating an opportunity to burn 
converter gas in existing TPP-SS boilers with an installation of 
additional gas holder to reduce natural gas consumption. In 
2016, we started the development of project documents for 
the use of converter gas in TPP-SS. 
We also get electricity from third parties via 24 overhead 
lines, 16 of which are the property of Vologda Power 
Backbone of the Centre, and eight are the property of 
Vologda Energy. 

Power generation and consumption by 
Cherepovets Steel Mill, thousand kWh

2015 2016

Total consumption including 6,166,370 6,077,806

External sources 2,018,372 1,686,531

Internal generation 4,147,998 4,391,275

TPP-SS 2,361,336 2,602,942

TPP-PS 1,477,480 1,456,400

GNCT 187,637 199,477 

TSC 121,545 132,455

Use in shops 5,649,626 5,648,411

Process consumption 5,716,107 5,641,968

Losses 66,480 67,695

Sales to third parties 447,285 432,650

Non-process consumption 2,979 3,188

Specific power consumption,  
kWh per tonne of steel

2013 2014 2015 20162012

Internal production Purchased

217 188 155 145 115

311 328 355 382 403

2013 2014 2015 20162012

211 204 214 221 221

2013 2014 2015 20162012

5.81 5.92 5.91 6.00 5.94

Specific emissions per tonne of products reduced by 2% in 
2016. Consumption of natural gas increased slightly (by 
0.8%) compared to the previous year. Our total natural 
gas consumption was 2,420.3 million cubic metres. This 
increase reflects higher internal power generation to reduce 
electricity purchases from third parties. Specific natural gas 
consumption remained unchanged at 221 cubic metres per 
tonne of steel. 

Natural gas consumption,  
cubic metres per tonne of steel

Specific energy consumption reduced by 1.1% from 2015, 
to 5.935 Gcal per tonne of steel. This change reflects the 
following:
• Reduction of blast furnace gas, coke gas and steam heat 

losses — by 0.0136 Gcal per tonne of steel
• Reduction of specific consumption due to lower rolled steel 

production volume — by 0.04 Gcal per tonne
• Change in raw material mix — by 0.013 Gcal per tonne of 

steel
Our primary objective in energy conservation is to reduce 
steelmaking power consumption to 5.55 Gcal/tonne by 2026 
by means of the energy conservation programme.

Energy consumption,  
Gcal per tonne of steel

We have also completed a variety of energy efficiency and 
energy conservation projects in our other businesses.
Olcon
• In 2013, we started the upgrade of the pumping stations 

that deliver process fuel from Lake Kah and Lake Haris. We 
are replacing pumps and installing frequency modulation 
systems to save electricity and conserve water. 

• We installed reactive power compensation systems at our 
plant substations to reduce energy consumption.
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Severstal Long Product Mill Balakovo 
• We implemented Severstal energy conservation and power 

redistribution policy. 

Vorkutaugol
• We launched the main ventilation ventilator with frequency 

control in the ventilation shaft 1 of Vorkutinskaya mine. 
• We also installed a frequency converter at Vorkutinskaya 

mine conveyor. 
• We replaced obsolete high voltage cells in Komsomolskaya 

underground substation with modern models with 
microprocessor protection.

Severstal site in Kolpino
• We eliminated gas losses and reduced costs by switching 

from gas trucks to pipelines for gas delivery.

• We also replaced two recuperators in reheating furnaces of 
rolled steel plant to achieve a significant reduction in gas 
consumption.

Karelsky Okatysh
• We launched a 3.5 MWh turbine generator and started 

producing our own electricity. 
• We saved 22,000 tonnes of fuel oil and now use 54,000 

tonnes for heating instead of previously 76,000 tonnes.
• We achieved record savings in compressed air production 

for our manufacturing process. Our power engineers saved 
18 million kWh of electricity.

• In Kostomuksha we dye water used in the heating 
system using a food dye as a part of our energy efficiency 
programme. This helps us identify leaks quicker and also 
prevents unauthorised use of water.
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External Social Programmes of Severstal: 
Policy and Management
External social programmes of Severstal are focused 
on supporting sustainable development of our regions, 
improving quality of life of our employees and local 
communities, and protecting the environment. Severstal 
makes significant investments in social infrastructures of our 
regions in order to foster favourable social environments for 
the implementation of our long-term development strategy. 
Severstal pays special attention to programmes helping to 
develop the potential of local communities, address pressing 
social issues, preserve cultural heritage, develop culture and 
support sports and education. We follow international best 
practices and follow the approaches of international CSR 
codes and standards supporting their propagation along the 
whole value chain. 
We develop multi-party partnership infrastructure and work 
closely with government authorities and communities. 
The key areas of our social investments are aligned with 
the needs and expectations of our stakeholders, first and 
foremost the government and the general public. 
The principal areas of our social and economic cooperation 
with the regions are usually defined in our agreements 
with regional and municipal authorities. These agreements 
define the key areas and principles of our collaboration 
and mutual commitments. Strategic areas of cooperation 
include employment of local residents, education and 
career orientation of youth, health care, prevention of 
child neglect and social orphanhood (for further details 
on our actual agreements, please refer to the Cooperation 
with Government Authorities section), and support and 
development of culture. 
When we start working with our stakeholders, we seek to 
balance our corporate priorities with priorities of individual 
regions and the interests of various groups of the general 
public. Our corporate policy on the management of external 
social programmes is based on Severstal corporate mission, 
strategy and values detailed in several documents published 
in the Corporate Social Responsibility — Our Approach 
section of our corporate website.  These include:
• Corporate Social Responsibility Policy of PAO Severstal
• Corporate Policy on the Management of Internal and 

External Social Programmes of PAO Severstal
• Corporate Standard for the Management of Sponsorships 

and Charitable Activities of PAO Severstal
All subsidiaries of Severstal Group use the same approach 
to the management of external social programmes. At the 
same time, we consider regional differences in our social 
collaboration programmes. When we select our projects, 
we pay special attention to the reproducibility of successful 
social practices in all our regions, and to promoting our 
experience in other regions.

Severstal Management

CSR and Brand Department

Directors of individual businesses

HR Directorates of individual businesses, CSR and 
Brand Department, Communications and Investor 

Relations Department

Develops the strategy for external social initiatives

Coordinates corporate social programmes

 Review and approve social plans and budgets  
for individual businesses 

 Implement corporate social policy and coordination of 
projects and programmes delivered by partners

Objectives and formats of our long-term partnerships with 
educational, cultural and sports organisations are defined in 
our charitable support and sponsorship agreements, and in 
the documents of the Boards of Trustees.

Management of External Social 
Programmes in PAO Severstal
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Contribution to Sustainable Development 
of Severstal Regions
Diversification of local economy is the key objective in 
our regions with multiple mono-towns. Our corporate 
social responsibility in Severstal regions is reflected in our 
contribution to the development of support infrastructure 
for small and medium businesses, social entrepreneurs and 
investor organisations. We establish fundamental partnerships 
to work on these projects. Severstal is trying to streamline 
the cooperation between the government, communities, 
businesses and media in our regions.

Contribution to regional 
economies
Successful effort of Severstal and its local partners has a 
massive impact on the social and economic environment 
in Cherepovets. All our subsidiaries are members of a 
consolidated taxpayer group. Despite a challenging 
environment in the steel product market, Severstal regularly 
pays taxes. In 2016 Severstal Russian Steel businesses paid 
approximately 29.8 billion roubles to various budgets and 
non-budget funds.
Of those:
• Taxes — approximately 21.9 billion roubles
• Mandatory non-tax payments — approximately  

141 million roubles
• Payments to non-budget fund — approximately 7.7 billion 

roubles
Since the majority of Severstal employees and assets are 
located in Vologda Oblast, this is where we pay the largest 
portion of our taxes. Our tax and non-tax payments to the 
consolidated budget of Vologda Oblast were approximately 
7.6 billion roubles.
Import replacement plays an increasingly significant role 
as a cost management tool. Other things being equal, we 
choose domestic suppliers and purchase goods and services 
from regional businesses. Severstal signed several partnership 
agreements with Russian companies on development 
and testing of new Russian products. In 2016, we saved 
approximately 354 million roubles by switching to domestic 
suppliers of a variety of products, from refractory materials 
and rollers to non-standard equipment. The overall savings 
from our import replacement product since its launch in 2014 
was approximately 880 million roubles.
Collaboration of small, medium and large businesses becomes 
an efficient driver of economies in our regions. When we select 
our suppliers, we prioritise businesses that meet our safety and 
quality requirements, comply with labour and environmental 
laws, pay legal salaries and share our values.
Severstal has more than 380 suppliers in Vologda Oblast, 
who cover 13 % of the overall needs of Severstal Russian Steel 
(excluding raw materials). For the majority of them, Severstal 

is a key customer, a responsible payer, and the largest 
consumer of their products and services. For some of them, 
Cherepovets Steel Mill generates up to 80 % of their overall 
business.
In 2016, Severstal purchased more than 15 billion roubles 
worth of goods and services from Vologda Oblast suppliers, 
an increase of 2 billion roubles over the previous year. This 
cooperation supports the sustainability of small and medium 
businesses, which in turn makes the overall economy of 
Vologda Oblast more sustainable.
Severstal is a major employer in the regional construction 
industry. We are working on several large industrial and social 
investment projects in Cherepovets. We are also building 
a new colour coating plant at Cherepovets Steel Mill. The 
majority of work is performed by local construction companies.
As a part of our partnership with Vologda farmers, we signed 
long-term agreements with them and intend to increase our 
purchases by 6 % in 2017. We purchase food for Severstal 
Catering Centre from Vologda, Cherepovets, Sokol, Veliky 
Ustyug, Belozyorsk, Kichgorodok, Kaduya, Sheksna, Ust-
Kubenskoye and other locations. This approach drives the 
regional economy and gives us an opportunity to offer 
affordable high-quality meals to our employees. Local 
suppliers cover 100 % of our demand for milk products, bread 
and vegetables.
Vorkutaugol is also based in a mono-town where one out of 
every eight residents are our employees. We help creating new 
jobs in the city. In 2016, we worked with 38 suppliers who have 
more than 1,500 employees. For the majority of our suppliers, 
cooperation with Vorkutaugol is a guarantee of their stability 
in a challenging economy.
Compared with 2015 when Olcon purchased goods and 
services from 89 regional businesses, in 2016 we purchased 
from 97. Our total spending with them in 2016 was 398 
million roubles. Most often, regional contractors helped us 
service certain types of equipment, make spare parts and 
install new machines.

Development of Small and 
Medium Businesses
In the regions whose economy is driven by large industrial 
enterprises, one manifestation of corporate social 
responsibility is the support for development of small and 
medium businesses.
Severstal is interested in long-term, mutually beneficial 
relationships with regional suppliers that are located near 
our facilities, have an opportunity to study our needs in great 
detail, and are able to show flexibility and respond faster to 
our needs. We believe it is important to support small and 
medium entrepreneurs who in the long term could provide us 
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with certain products or services, or become important links 
in the manufacturing chains of large enterprises. Severstal 
works through specialised institutions in this field.
Severstal partnered with the City of Cherepovets in 1999 
to establish the Agency for Urban Development non-profit 
partnership. This partnership runs small and medium 
business development programmes offering comprehensive 
support to new and existing entrepreneurs at all stages 
from the development of a business concept to its 
implementation. The Agency for Urban Development is a 
resource base for development of businesses across Vologda 
Oblast and in some of our other regions. Severstal supports it 
financially, and our employees provide advice to the Agency.
The Agency works in 14 different areas:

Public-Private Partnership
In 2016, we organised two meetings of the Coordination 
Council on Improvement of Investment Climate and 
Development of Entrepreneurship in the City of Cherepovets. 
The Council discussed existing and new business support 
and development tools; identified priority areas for 
entrepreneurship development; and presented novel 
approaches to the diversification of municipal economy 
and reduction of mono-town dependencies. The Council 
also developed proposals for the regulation of the state real 
estate appraisal process in Vologda Oblast.

International Cooperation Centre
In 2016 Cherepovets hosted international woodworking and 
machinery conferences. A delegation of Cherepovets business 
community visited Finland and arranged a series of meetings 
between Finnish and Cherepovets companies to sign contracts 
on various goods and services. There is an ongoing discussion 
of joint projects in testing and certifying agricultural products, 
foods, woodworking, steelmaking and construction. The 
Agency for Urban Development also supports partnerships of 
local businesses with their peers in France, Poland, Germany, 
Kazakhstan and several other countries.

Business Consulting Centre
The Agency’s Business Consulting Centre offers advice 
on business incorporation and management. Business 
Consulting Centre provided more than 7,000 consultations 
and services in 2016.

Business Education Centre
The Agency’s Business Education Centre offers training 
courses to new and experienced entrepreneurs as well as 
job seekers. More than 650 people received training in more 
than 40 educational events throughout the year. In 2016, 
we added grant application and franchising modules to the 
School of Entrepreneurs educational programme.

Guarantee Centre
Agency is the operator of the Guarantee Fund government 
programme and provides loan guarantees to entrepreneurs 
under this programme. In 2016 the regional fund provided 
guarantees to 15 businesses who were able to secure over 
190 million roubles in loans. This support gave business an 
opportunity to upgrade their production facilities, increase 
production, improve product quality, create new jobs and 
increase profits.

Real Estate Support Centre
The Real Estate Support Centre helps small and medium 
businesses find appropriate locations from its database. 
These include fully equipped office space offered under 
preferential conditions, municipal real estate, private 
locations and land parcels.

Social Innovations Centre
In partnership with from Severstal and the Government 
of Vologda Oblast, the Agency operates Vologda 
Regional Social Innovation Centre that promotes social 
entrepreneurship and social projects. There is a public 
catalogue of social ideas on the Agency website. The Centre 
provides comprehensive support to existing and future 
social entrepreneurs. In 2016 the Centre arranged over 500 
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consultations, provided help to 55 social entrepreneurs, and 
trained 50 individuals who expressed interest in launching 
social business projects in Vologda Oblast. At the end 
of 2016, we organised a regional stage of the Time for 
Good Deeds social project competition that received 26 
submissions. 10 of them were selected for the federal stage 
of the competition. We continuously update a list of ongoing 
grant competitions and federal special purpose programmes 
offering funding opportunities for social projects.

Business Cooperation Centre
The Agency for Urban Development runs a Growth Synergy 
project to connect large enterprises, medium and small 
businesses in Vologda Oblast. The Agency is also working 
on the Online Business Cooperation project. This free to 
access resource on the Agency website offers information 
about current and future orders, and pre-owned equipment 
and real estate for rent or sale. 70 major enterprises from 
Vologda Oblast use it to announce their purchases. In 2016, 
this resource had over 18 thousand announcements, 75 % 
of which represented genuine business opportunities for 
regional small and medium businesses.
Starting from January 2016, we’ve been offering special 
training on the use of online trading platform for potential 
suppliers from Cherepovets and Vologda. Upon training, 
small and medium businesses got an opportunity to submit 
tender offers to ten Severstal businesses. Special trading was 
provided to 155 businesses in Vologda Oblast; over 40 % of 
them have successfully registered in the online system, and 
34 of them are now suppliers of Severstal.
Agency keeps coordinating the Cooperation Council of 
the Ministry of Economic Development of Vologda Oblast. 
Severstal is a key member of this Council. In 2016 the 
Council had three meetings, and 29 small and medium 
businesses supplied their services to large regional 
enterprises. Combined value of contracts was more than 500 
million roubles, and Severstal was the buyer in more than 
one quarter of them.

Franchising Development Centre
In 2016, we created an industry franchising catalogue 
that included approximately one thousand franchises 
from all over Russia. After the Franchising: Successful 
Business Model of the Future hands-on workshop led by an 
international franchise expert, two franchises of Cherepovets 
entrepreneurs launched their services across Russia.

Business Press Centre
Our Press Centre published 168 press releases about the 
activities of the Agency for Urban Development in the 
reporting year, which in turn generated 888 messages in a 
variety of traditional and social media at various levels. The 
Agency for Urban Development has 522 materials about its 
projects on its website.

Procurement Support Centre
The Procurement Support Centre provides comprehensive 
support to small and medium businesses in the area of 
purchasing as defined in Federal Law 442FZ, and helps small 
and medium businesses to sell to state-owned companies 

and large enterprises. It offers access to purchasing 
platforms of 30 major Russian buyers such as Rostelecom, 
Russian Railways or Gazprom.

Resource and Methodology Centre
It is to a substantial extent thanks to the Agency that more 
than 40,000, or 37 % of employable population, work in small 
and medium businesses in Cherepovets today. This is more 
than double the number of Severstal employees. While the 
average unemployment rate among the economically active 
population in Russia is 5.2 %, in Cherepovets it is only 1.1 %. 
Small and medium businesses generate more than one third 
of municipal tax revenues.
In 2016 the Republic of Karelia decided to use the expertise 
of the Agency for Urban Development. The Agency designed 
a business competence and cooperation development 
programme for Kostomuksha.
The events of the business competence and cooperation 
development programme for Kostomuksha had 106 
attendees. The programme provided informational support 
and advice to 36 small and medium businesses. Together 
with Kostomuksha Municipality of the Republic of Karelia, 
the Communications Department of Karelsky Okatysh 
promoted the idea of entrepreneurship, including social 
entrepreneurship. We created and published in the media 16 
press releases.
In 2016 the Agency for Urban Development project was 
launched in Olenegorsk with support from Olcon and the city. 
The objective of the agency is to develop cooperation with 
small and medium businesses in Murmansk Oblast.

In 2016, the Agency for Urban Development 
organised or contributed to the organisation of 
more than 250 business events with more than 
11,000 participants, including both experienced 
and new entrepreneurs.
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Development of local 
community potential
Severstal and the City of Cherepovets established the 
Cherepovets Investment Agency Non-Profit Organisation 
to support favourable business environment and attract 
investment in priority areas of municipal development. Today 
the Investment Agency supports 27 manufacturing and other 
projects.
Total amount of investments committed through the 
Investment Council of the City of Cherepovets in 2016 was 
3,010 million roubles.

The Steelmaking Museum at the Central Waterfront 
and Recreation Area
Culture tourism is a priority area of development for 
Cherepovets. Severstal together with Rostourism, the 
Government of Vologda Oblast, City of Cherepovets and the 
Investment Agency is developing the Central Waterfront 
Tourism and Recreation Area. The project includes 
comprehensive development of the areas along the banks of 
Sheksna river, renovation of two esplanade sections, and the 
completion of the Steelmaking Museum.
In 2016 the Esplanade project became a part of the Federal 
Special Programme on Development of Domestic and 
International Tourism.
The Steelmaking Museum co-funded by Severstal tells the 
exciting story of steel in the region and offers a detailed 
presentation of the 21st century steelmaking and its state-of-
the-art technology.
Severstal provided a 1,400 square metre building for the 
museum. One of the core objectives of the museum is the 
career orientation and the promotion of professional trades 
among the young generation. In July 2016, the Metallotorium 
interactive laboratory opened on the second level of the 
Steelmaking Museum. It features dozens of educational 

programmes and videos for children on display. Young guests 
of the laboratory will participate in chemical and physical 
laboratory experiments and even learn to “melt” steel using 
an interactive converter. They will also have a chance to get 
to know how steel is used in art, and to learn how to paint 
using metal shavings in a magnet laboratory.
The Museum has already become a popular destination for 
industrial tourists in Cherepovets. In 2016 the Museum had 
almost 15,000 visitors and over a thousand organised groups, 
and hosted approximately 300 culture and education events.
In December 2016 First Vice Prime Minister of Russia Igor 
Shuvalov visited the Steelmaking Museum. He spoke highly of 
its quality and modern interactive display.
At the personal initiative of Severstal Chairman Alexey 
Mordashov, Severstal will donate 90 million roubles for the 
construction of a special techno park for young children. The 
Children’s Technopark is a public-private partnership project 
launched under the agreement between Russian Ministry 
of Education and Culture and the Government of Vologda 
Oblast. Funds provided by Severstal will be used to create an 
interactive display on acoustics, mechanics, hydrodynamics 
and optics. Severstal will also fund a major renovation of the 
second story of the building that the City provided for this 
project. A part of the money will be provided to the city to pay 
for roof repair and elevator installation.

Cherepovets Industry Park
Cherepovets Industry Park is one of the most important 
strategic development projects in the city. Overall investments 
in the park are estimated at 5.1 billion roubles, and the park 
is expected to create over 1,000 jobs. The Industry Park will 
have all the necessary communications with network access 
points located along parcel lot lines. In 2016, the construction 
of engineering and transport infrastructure commenced with 
support from the Mono-Town Development Fund. Severstal 
Project provided expert advice on the design and approval of 
technical solutions used in this project.
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Social Investments and Social Partnership
Severstal works with regional and local authorities and 
invests in improving the quality of life of local communities 
in our cities. Severstal thinks of support for education and 
culture, prevention of orphanhood, support for mothers 
and children, health care, sports, development of local 
communities, and support for labour veterans as social 
investments.
Severstal uses traditional forms of charitable support; for 
example, we support a variety of cultural, educational, social 
and non-governmental organisations. At the same time, 
Severstal also funds innovative projects supporting small 
and medium business infrastructure, social entrepreneurship 
in our regions and independent development of local 
communities. In the development of efficient social 
partnerships, Severstal relies on Russian and international 
best practices and uses strategic planning tools, stakeholder 
coordination systems and competitive investment target 
selection process in order to ensure their sustainability. 
Severstal replicates successful solutions to our other regions.
Severstal believes that support of culture, education, sports, 
family values, and mothers and children is an investment in 
future generations. Severstal builds playgrounds, stadiums and 
play areas, and invests in landscaping in many of our cities.
• In 2016 Severstal supported the Gift to the City project 

in Cherepovets by building 18 playgrounds and sports 
pitches worth 18 million roubles. Severstal also co-funded 
the renovation of running lanes at Metallurgist Stadium. 
We invested more than 43 million roubles in these projects.

• We provide full sponsorship to Severstal Hockey Club, 
including the professional team, the youth team, and the 
children’s hockey school. The hockey school currently has 
approximately 1,000 students. We invested approximately 
900 million roubles in these operations in 2016.

• Severstal helped renovate the road network of Veliky 
Ustyug damaged during 2016 spring flood. Cherepovets 
Steel Mill sent 15,000 tonnes of early slag to be used in 
municipal road repairs.

• In preparation for the 100th anniversary of the Republic 
of Karelia, Severstal is planning to invest 34 million roubles 
in development of Kostomuksha Municipal District. Out 
of that amount, Karelsky Okatysh will invest 30 million 
roubles in a new football stadium with artificial turf in 
Kostomuksha. Karelsky Okatysh also finances the operation 
of Druzhba Culture and Sports Centre that hosts multiple 
festivals on its main stage, including International Festival 
of Chamber Art, Sergey Ozhigov Art Song Festival, Nord 
Session International Rock Festival, Spring Rhythms Dance 
Festival and Kanteletar International Folklore Festival. 
More than 90 thousand guests attend performances, 
shows, sports clubs and other events at Druzhba Culture 
and Sports Centre every year. During the preparation for 
the Republic Day, we helped the City of Kostomuksha with 
landscaping and development of Lazarev Boulevard. We 

also helped the Centre for Out-of-School Activities with 
interior renovations, window replacement and overhaul 
of their heating and lighting systems. Apart from helping 
with landscaping, we provided financial support to five 
municipal schools.

• For several years, Vorkutaugol and the City of Vorkuta 
have been signing a Social Partnership Agreement that 
includes the participation of Vorkutaugol in the social 
development of the city and its involvement in the 
improvement of quality of life in the Extreme North. 
Vorkutaugol finances the two largest social facilities in the 
Extreme North, the Miners’ Palace of Culture that hosts 
more than a hundred regional and municipal cultural 
events per year, and Universal Sports Centre Olymp, which 
is the largest sports and concert hall in Vorkuta and the 
home arena of Olymp Junior Hockey Club. Every year 
we invest 20 million roubles in projects that cannot be 
financed from municipal or regional budget.

• Vorkutaugol sponsored a three million rouble playground 
opened in Vorkuta in summer 2016. Severstal also paid 
for the renovation of a highway section and purchased a 
land parcel for a residential building in Yeletsky township 
near Vorkuta. Vorkutaugol participated in a municipal 
landscaping project under the Best Backyard programme 
and helped build a snow town at Vorkuta central square. 
We also made donations to schools, sports and culture 
organisations.

• Every year, Olcon funds sports and wellness projects for its 
employees and local residents. One of our major projects in 
2016 was the renovation of the football field in Olenegorsk 
with Severstal’s donation of three million roubles. We 
installed additional features on the Miners Park playground 
at the request of local residents. Repairing the pavement on 
the city square was another project of immense importance 
for local residents. We donated pavement tiles that we 
produced ourselves to this project. Olcon also keeps funding 
social facilities in Olenegorsk, including a wellness clinic, a 
dormitory, a sports centre and a culture centre.

All our businesses also support disability organisations, 
veteran associations, children’s educational institutions, 
sports clubs and schools, and host regional and municipal 
festivals and celebrations.

External social programmes of Severstal
• Support for mothers and children: The Way Home 

Charitable Fund (a joint project of Severstal, City of 
Cherepovets and the Government of Vologda Oblast on 
comprehensive prevention of orphanhood that has been 
running since 2006). The programme is active since 2009 
in the main regions of Severstal

• Comprehensive support services for small and medium 
businesses and social entrepreneurs: Cherepovets Agency 
for Urban Development Non-Profit Partnership (since 1999)
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• Cherepovets Investment Agency Non-Profit Organisation. 
Development of favourable business environment and 
bringing investments in priority areas of municipal 
development (since 2010)

• Style of Steel children’s arts competition (since 2010)
• Support for vulnerable families and general patronage: 

Blago Charitable Foundation (since 1999). Supports more 
than 21 thousand veterans of the steelmaking industry

• I. A. Milyutin Charitable Foundation (since 1999). The 
Foundation supports individuals with disabilities and 
medical conditions, orphans, orphanages, nursing homes 
and hospitals

• Zabota Integrated Social Services Centre (since 2012, 
Cherepovets)

• Brave Russian Hearts Disability Support Foundation 
(Cherepovets)

• Touch the Rainbow festival for children with disabilities 
(Balakovo, Saratov)

• Dedicated events for low income families and families 
with many children on First-Grader Day and Mother’s Day 
jointly organised with the Centre for Social Support of 
Families and Children (Vorkuta)

• Nadezhda social support centre for children (Vorkuta)
• Student Backpack event (Vorkuta)
• Grandma Next Door event for low-income senior citizens 

and persons with disabilities living alone (Vorkuta)
• Rehabilitation centre for children with mental and physical 

handicaps (Vorkuta)
• Charitable Canteen of Panagia Portaitissa Church 

(Vorkuta)
• Integrated Social Services Centre (Olenegorsk)
• New Year events and presents for disabled children, 

low income families, families with many children and 
seniors living alone (Cherepovets, Olenegorsk, Vorkuta, 
Kostomuksha)

• Support for Kostomuksha Polytechnic College. Procurement 
of lab equipment and books for a mandatory course in 
enrichment of natural resources

• Support for Humane Society to help renovating an animal 
shelter (Kostomuksha)

• Teaching Olympus professional contest of education 
professionals (Kostomuksha)

• Successful Path career orientation project (Kostomuksha)
• Support for Military Song Festival (Olenegorsk)
• Support for Wider Circle Children’s Art Festival (Olenegorsk)
• Financing a ball for city’s top youth (Olenegorsk)

Way Home: School of Social 
Partnership
We launched the Way Home programme on comprehensive 
prevention of social orphanhood and juvenile delinquency 
in 2006 in Cherepovets. The programme is financed through 
the Way Home Charitable Foundation and uses private and 
public funds and community effort to address an important 
social issue. Severstal Chairman Alexey Mordashov initiated 
this programme and keeps overseeing it personally. Currently 
73 institutions in Vologda Oblast (including the minors’ 
rehabilitation centre, help centres for children without 
parental support, social support centres for families and 
children, kindergartens, secondary schools, children’s clinics, 
municipal maternity centre, maternity clinics, municipal 
children’s hospital, and rehabilitation centre for disabled 
children) participate in the regional Way Home programme.
The programme also includes individual projects in our other 
locations, including Vorkuta, Kostomuksha, Balakovo, Veliky 
Ustyug, Olenegorsk, Volgograd and Yaroslavl.
Social technologies employed in the programme 
demonstrated their efficiency and showed that the support 
for mothers and families in hardship helps to keep children 
in their birth families and improves the chances of finding 
responsible foster parents for orphans.
Apart from the oversight by the Foundation, we use 
conferences, round tables and joint workgroups with 
government authorities and local administrations, as well 
as social workers from federal and regional institutions to 
evaluate the success of our projects. At these meetings, 
we discuss cooperation opportunities and achievements, 
and identify innovative ways to collaborate with local 
communities and have them support our projects. Joint 
effort of municipal authorities and the Way Home Charitable 
Foundation resulted in significant improvement of social 
environment in Cherepovets.

During 2016, number of children in orphanages 
reduced by 15 % in Vologda Oblast and by 18 % 
in Cherepovets. The number of parents whose 
parental rights were terminated reduced by 17 % in 
Vologda Oblast and by 46 % in Cherepovets. Across 
Russia, this number reduced only by 7 %.

At the end of December 2016, Alexey Mordashov chaired the 
traditional annual meeting of the programme expert council. 
Representatives of regional and municipal authorities, city 
departments and other organisations responsible for social 
issues, as well as Severstal representatives, journalists and 
employees of the Way Home programme attended the 
meeting. Meeting attendees summarised programme results 
and the social environment in the city for 2016, discussed 
next year’s plans and established priority areas of operation.
Families in hardship received help and support from 
professional psychologists, lawyers and social workers, and 
resolved their pressing family issues. 1,165 children stayed in 
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their birth families. 46 adopted children stayed in their foster 
families. six cases of new-born abandonment were prevented, 
and eight pregnant women who were planning to abandon 
their future children changed their minds, and their children  
are in their families now. Foundation experts used  
corrective technologies to reduce delinquency risks of  
440 children who realised the outcomes of their behaviour 
and took personal responsibility for it. Overall, approximately 
13,000 local residents received some form of help, whether 
it was emergency, legal, social or financial support or 
humanitarian aid.
With personal involvement of the Chairman of Severstal 
Alexey Mordashov, we organised rehabilitation services 
for families in crisis; equipped multi-sensory rooms for 
activities with children and their families, and an alternative 
communications room. We also purchased electronic learning 
aids for orphans and abandoned children accepted in 

Cherepovets High Military Electronics Engineering College of 
the Ministry of Defence of Russian Federation.
Our charitable initiatives and fundraising events together 
with support from local residents helped hundreds of 
families in hardship by providing them children’s clothes and 
footwear, food, personal hygiene, rehabilitation equipment 
and so forth.

Severstal invested 51.3 million roubles in the 
development of this programme in 2016, 
compared with 50.8 million roubles in 2015. 
Severstal employees and residents and businesses 
of Cherepovets donated 2.1 million roubles to this 
programme, compared to 1.3 million roubles  
in 2015.
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In 2016, we received grants from the President of Russia and 
subsidies from the Ministry of Economic Development of 
the Russian Federation, the Government of Vologda Oblast, 
and the Foundation for Support of Children in Hardship that 
allowed us to complete six individual projects. Total amount 
of grants in the reporting period was 7.4 million roubles, 
compared with 14 million roubles in 2015.
In October 2016, Cherepovets hosted the Efficient Non-
Profits as the Drivers of Civil Society interregional conference 
organised by the Way Home foundation. The conference had 
176 participants from 26 cities and 17 regions of Russia. 
Over the last two years, the Foundation has been working 
on a charitable programme to provide informational and 
organisational support to socially oriented non-profits from 
37 regions of Russia. The programme was funded by Russian 
Ministry of Economic Development and Severstal. The 
conference summarised programme results and presented 
the leading social practices of the Way Home Charitable 
Foundation and non-profit organisations from all over Russia 
working on prevention of orphanhood and established 
the Efficient Non-Profits as the Drivers of Civil Society 
professional association.
In 2017, the Way Home programme will continue developing 
interdepartmental cooperation, early identification of child 
abuse, use of corrective actions with high-risk children, and 
support for social entrepreneurship, while actively involving 
local residents and responsible entrepreneurs in volunteering 
and charitable activities.
For further details on the geography and key projects of the 
Way Home programme, please refer to Appendix 7.

Support for health care 
institutions
In addition to Severstal employees and their family 
members, other local residents also benefit from the 
comprehensive Severstal Health programme. Severstal 

provides financial support and help to Severstal Medical Unit 
in Cherepovets and our other locations.
In 2016 Severstal purchased state-of-the-art equipment for 
over 24 million roubles for a medical clinic. One of the most 
important machines purchased is a mammography system. 
Severstal also supports Cherepovets Children’s Hospital with 
annual donations of approximately 20 million roubles.
In 2016, Karelsky Okatysh, Kostomuksha Hospital, 
Petrozavodsk Medicine College and a job centre signed a 
nurse training agreement. This project offers an opportunity 
to study nursing part-time in order to address shortage of 
nurses in Kostomuksha Hospital and reduce unemployment 
among women.

Sports
• Severstal Hockey Club (Cherepovets)
• Women’s Volleyball Club Dynamo (Moscow)
• Vorkutaugol Chief Executive’s Hockey Cup (Vorkuta)
• Igor Sheptenko Minifootball Memorial (Vorkuta)
• Yury Foka Table Tennis Memorial (Kostomuksha)
• Northwestern Federal District Boxing Championship 

(Kostomuksha)
• Construction of a football stadium to commemorate 

the 100th anniversary of the Republic of Karelia 
(Kostomuksha)

• Annual Spartakiad in nine sports, and Open Volleyball 
Tournament for the Chief Executive’s Cup; open family 
sports events (Olenegorsk)

• Corporate sports contests in our regions
• Steel Games Spartakiad for our employees, and family 

sport events (Balakovo)
• Steel Bear Race (Kostomuksha)
• Severstal Triathlon
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Support for culture and arts is a priority area of charitable 
activities for Severstal. Severstal has been supporting the 
leading federal museums and theatres as well as regional 
culture organisations in Russia for many years. Chairman of 
the Board and other executives of Severstal are members 
of the Boards of Trustees of Bolshoi Theatre, Mariinsky 
Theatre, the Russian Museum, the State Tretyakov Gallery, 
Jewish Museum and Tolerance Centre, Cherepovets Museum 
Association and Moscow Synodal Choir.

In 2015, Severstal presented our culture support projects at 
25 Russian and international public events, conferences and 
round tables. Severstal Corporate Centre alone supported 
more than 100 culture and arts events in 15 regions of 
Russia.

Culture institutions and popular events  
supported by Severstal
• Golden Mask Theatre Festival (Moscow, Riga, Liepāja, 

Ventspils, Cherepovets, Petrozavodsk, Kostomuksha)
• Bolshoi Theatre (Moscow)
• Tretyakov State Gallery (Moscow)
• Pushkin Museum of Fine Arts (Moscow)
• The State Historical Museum (Moscow)
• Sergey Andriyaka’s Watercolour School (Moscow)
• Mariinsky Theatre and Gergiev Moscow Easter Festival 

(St. Petersburg, Moscow and festival regions)
• The Russian Museum (St. Petersburg)
• Cherepovets Museum Association (Cherepovets)
• Jewish Museum and Tolerance Centre (Moscow)
• Moscow Synodal Choir
• VOICES International Film Festival (Vologda, Cherepovets)
• Prix Benois de la Danse international ballet festival
• Vologda Museum and Reserve (Vologda) and its branch in 

Semenkovo (Vologda and Vologda Oblast)
• Kirillo-Belozersky Museum-Reserve (Kirillov)
• Museum of Dionisy Frescoes of Kirillo-Belozersky Museum 

Reserve (Ferapontovo, Kirillovsky District)
• Beloozero Interregional Arts Festival (Belozersk)
• Radishchev Arts Museum (Saratov)
• Balakovo Arts Gallery and Radishchev Arts Museum Branch 

(Balakovo)
• Kanteletar International Folklore Festival (Kostomuksha)
• International Festival of Chamber Art (Kostomuksha)
• Sergey Ozhigov Art Song Festival (Kostomuksha)
• Nord Session International Rock Festival (Kostomuksha)
• Vremya Kolokolchikov Rock Festival (Cherepovets)
• Spring Rhythms Dance Festival (Kostomuksha)
• Regional Military Song Festival (Olenegorsk)

• Municipal Museum and Exhibition Centre (Vorkuta)
• Miners’ Palace of Culture (Vorkuta)
• Municipal Children’s Arts School (Vorkuta)
• Total Dictation education event (Vorkuta)
• Sami Music Festival (Olenegorsk) and others

Culture events supported by Severstal in 2016
• Gods and Heroes of Ancient Greece exhibition in the State 

Historical Museum
• Russia’s Heritage and Pride arts exhibition. Russian army 

as seen by military painters and sculptors in 19th and early 
20th centuries. Hosted by the State Historical Museum

• 150th Anniversary of Paolo Troubetzkoy exhibition in the 
Russian Museum

• Various exhibitions, workshops, master classes and 
competitions organised in Petrozavodsk, Cherepovets, 
Kostomuksha and Vorkuta under the How Beautiful World 
Is innovative educational project. This project of the 
Russian Centre for Museum Education and Children’s Art 
of the Russian Museum focuses on artistic and creative 
development of children aged 4 to 17 who live in remote 
industrial locations

• Venice Carnival photo expo in the Russian Museum
• Participation in the Tree of Life charitable event in the 

Michael Garden in St. Petersburg. The Russian Museum 
organised this event to restore the diversity of trees in the 
Michael Garden by replacing old dead trees

• 15th Jubilee Moscow Easter Festival commemorating the 
125th anniversary of Russian composer Sergei Sergeyevich 
Prokofiev

• 24th Prix Benois de la Danse international ballet festival on 
Historic Stage of Bolshoi Theatre

• The premiere of Don Quixote on Historic Stage of Bolshoi 
Theatre

• Museum Premiere 2016 culture project in Saratov 
Radishchev Arts Museum

• Amber, Coral and Pearls, Religious Art of 18th and 19th 
Centuries, and Galkin-Vraskoy — Patron and Collector 
exhibitions in Saratov Radishchev Arts Museum

• Exhibition of Sergey Andriyaka Watercolour and Fine Arts 
Academy in Vorkuta Municipal Exhibition Centre

• A variety of events of the Modern Art for Everyone learning 
and exhibition project in Murmansk Oblast Arts Museum, 
Arts Museum of the Republic of Karelia, and Kostomuksha 
Culture and Museum Centre

Support of Culture
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Golden Mask Theatre Festival
Severstal has been a traditional sponsor of Golden Mask, the 
largest Russian theatre festival featuring the most prominent 
Russian performances, for many years. Our support gives the 
residents of Cherepovets, Kostomuksha, Petrozavodsk, Riga 
and several other Latvian cities an opportunity to enjoy the 
best Russian theatre performances that gather full houses in 
Moscow. In Cherepovets alone approximately 20 thousand 
residents saw Russia’s best theatre performances.
In 2016 this festival presented ballet for the first time in 
Cherepovets. It was Sergei Prokofyev’s Cinderella adaptation 
by the Musical Theatre of the Republic of Karelia.
Kostomuksha saw the Cat of Shame performance of the 
Russian Academic Youth Theatre. Latvian guests of the 
festival saw the performances of Tovstonogov Bolshoi Drama 
Theatre (St. Petersburg), Satiricon Arkadiy Raikin Theatre 
(Moscow), Moscow Pushkin Drama Theatre, Krymov School 
of Drama and Alexander Kuznetsov Project (Moscow).
In Riga, we started our festival’s social programme with the 
charitable performance of Moscow Pushkin Drama Theatre’s 
O. Henry Christmas. We invited the employees of local 
hospitals and emergency responders and their children to 
this fairy tale. The performance was followed by a charitable 
dinner that raised more than six thousand euro for the 
Children’s Research Hospital Foundation. Charitable auction 
lots were provided by festival participants and partners, 
including Severstal with our two lots. At this event Severstal 
also announced two new scholarships for the students 
of Riga Technical University and its Secondary School of 
Engineering.

Museums of Russian North 
Programme
The Museums of Russian North is a major culture programme 
of Severstal focused on supporting the development of 
museums in northern Russia. This programme is a grant 
competition with the purpose to identify and support the 
best projects targeting the revival of regional museums, the 
development of partnerships between museums and other 
culture institutions, and the development of new shapes and 
forms of museum activities.
This programme runs in Russia’s 12 northern regions 
including four regions where Severstal has its facilities: 
Arkhangelsk Oblast, Nenets Autonomous Okrug, Vologda, 
Kirov, Kostroma, Leningrad, Murmansk, Novgorod and Pskov 
Oblasts, Perm Krai, Karelia and Komi Republics. Programme 
participants include state and municipal art museums and 
galleries, as well as other museums with art collections.
In addition to providing financial aid, the competition helps 
culture institutions with development of their management 
practices, promotes competitive environment, and motivates 
creative teams and museum leaders and employees 
to consider innovative ideas and re-energise museum 
operations.

The expert council of the competition includes historians, 
arts experts and museum professionals. The jury composed 
of representatives of Karelia, Komi, Vologda and Murmansk 
regional administrations selects winners from the shortlist 
created by experts.
In 2016 the competition focused on supporting the most 
efficient museum projects in the area of regional culture 
tourism. The competition had 50 applications from 10 
northern regions of Russia. The following projects were the 
winners:

Tourist Museum
• Mobile Guide to Kirillo-Belozersky Museum-Preserve, 

Vologda Oblast
• The Journey Continues, Slobodskoy Museum and Expo 

Centre, Kirov Oblast

Programme
• Home Studies and Hobbies of Vereshchagin Brothers, 

Cherepovets Museum Association, Vologda Oblast

Tourist Trail
• Vorkuta Mines All Around tourist trail with a mobile app, 

Vorkuta Museum and Expo Centre, Komi Republic
A travel grant competition that was a part of this 
programme helped 60 employees of 25 museums across 
Komi and Karelia Republics, and Vologda and Murmansk 
Oblasts to visit Russia’s largest museum conferences and 
forums, and participate in professional internships.
In 2016, we continued the professional discussion of the 
opportunities for integration of museum products in the 
tourist business that we started a year earlier in Cherepovets 
under the education module of the Museums of Russian 
North programme. We hosted two Museum and Tour 
Agency Partnership Technologies creative workshops on 
culture tourism in Petrozavodsk and Vologda. Approximately 
100 museum employees, representatives of government 
authorities and tourism professionals from the main regions 
of Severstal.

Support for Christian Orthodox churches  
and monasteries
• Saint Basil’s Cathedral (Moscow)
• Holy Trinity Church in Khoroshevo (Moscow)
• Goritsky Monastery (Vologda Oblast)
• Church of the Nativity (Cherepovets)
• Our Lady of Kazan Church (Sheksna, Cherepovets Region)
• Intercession of the Theotokos (Konechnoe, Cherepovets 

District)
• Panagia Portaitissa Church (Vorkuta) and others
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Style of Steel art project 
competition
One of our goals in support and promotion of cultural 
projects is making children interested in technical and 
project-oriented thinking and creative arts. Severstal 
also organises dedicated events for high school students. 
A good example is our annual Style of Steel workshop 
and competition of children’s and youth art projects in 
Cherepovets.
In 2016, this contest had three stages. Contest participants 
started with developing tourist routes themed Steel Stories 
of Cherepovets. The assignment included visiting municipal 

museums, choosing an exhibit or an event, and submitting 
an interesting story to the contest. The second stage 
included master classes on the design of guide books. The 
third, final stage, included the presentation of the final 
versions of Cherepovets guide books including a city map 
with landmarks, visual demonstration and a brief description. 
The award ceremony and the presentation of the electronic 
versions of two best projects took place in the Steelmaking 
Museum. For the first time in Steel Style contest history, 
teachers of the educational institutions that supported 
the contest also received the awards in Support the Idea! 
nomination.
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In addition to investing significant funds in development 
of external social programmes, Severstal tries to get our 
employees involved in their planning and implementation. This 
approach helps building our corporate culture and reinforcing 
Severstal as a socially responsible brand.
We believe corporate volunteering is an important aspect 
of personal development helping to recognise one’s own 
importance to society. Severstal offers its employees  
a variety of opportunities to participate in corporate charitable 
programmes that help our volunteers to acquire useful social 
and communication skills while building friendly relationships 
with peers and like-minded people.
Our corporate volunteering programme is active in 
Cherepovets, Moscow, Balakovo, Vorkuta, Veliky Ustyug, 
Kolpino (Leningrad Oblast), Olenegorsk, Kostomuksha and 
Yaroslavl. Our programme includes training workshops with 
internal and external experts; we design and run charitable 
initiatives, raffles, Christmas fairs, auctions, marathons, master 
classes and other events to support orphans, children with 
disabilities and senior citizens. In 2016 Severstal joined a new 
social initiative on the development of charities — Giving 
Tuesday, the International Day of Giving.
Our volunteers also work on their own projects and provide pro 
bono professional services.
In 2016, the new Hot Hearts of Severstal volunteering 
marathon combined the three major areas of volunteering: 
blood donation, volunteering per se, and volunteer militia.
• 2,563 Severstal employees participated in voluntary blood 

donation in 2016.
• Severstal employees deliver 30 major volunteering projects 

every year.
• Cherepovets Steel Mill militia identified 8,000 municipal 

landscaping violations in the first 10 months of 2016.
(A full list of our charitable and volunteering events is provided 
in the Appendix to the online version of our report published 
on our corporate website.)

Corporate Volunteering
Hockey Without Borders
Severstal launched the Hockey Without Borders charitable 
project in 2014. This initiative helped a lot of individuals with 
limited mobilities to watch Severstal games in the arena and 
participate in informal meetings with players. This programme 
is personally funded by division executives and project partners, 
and delivered by our volunteers. They help disabled individuals 
to get to the stadium and accompany them through the game.
We added four special events to this project last season, 
including an exhibition of paintings by children with disabilities, 
Hockey Minutes, hockey slogan contest, an open training 
session of Severstal Hockey Club for people with disabilities. 
More than 100 citizens participated in this event. 80 people 
attended hockey matches.

Employee participation in 
environmental initiatives 
and collaboration with 
communities on environmental 
matters
Severstal actively involves employees in environmental 
protection initiatives, including volunteering events. Our 
businesses run annual volunteer events, including facility 
cleaning, waste removal from river banks, and municipal 
landscaping.

Severstal Russian Steel
Cherepovets Steel Mill
• In Cherepovets, employees of Severstal planted more than 

700 trees and shrubs, removed 416 tonnes of waste and 
landscaped 0.26 hectares of lawns and flower beds during 
the 2016 Environmental Protection Day event. All employees 
from regular workers to executives participated in these 
events.

• Cherepovets steelmakers participated in Water of Russia 
national environmental initiative. At the end of summer they 
cleaned up the banks of Sheksna river near a boat house. 
Our volunteers removed a pile of waste from the river bank.

• Our steelmakers planted an ash alley in Zashekninsky district 
of Cherepovets to commemorate the 30th anniversary of 
the veteran organisation in Cherepovets Steel Mill. They 
planted 50 trees within half an hour.

• In May, we organised a Pine in a Garden volunteering event 
in 20 day-care facilities and planted 300 new pines for the 
Children’s Day. We will continue this event and expand it to 
other child care facilities.

• In June, the employees of the Legal Department of Severstal 
and volunteers from Cherepovets Steel Mill Youth Council 
maintained the backyard of Cherepovets Nursing Home No. 1. 
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Our volunteers have been helping with an apple orchard 
and cutting grass in the nursing home backyard for the 
third year in a row.

Mini-Mill Balakovo
• Balakovo steelmakers participated in a traditional 

landscaping month. They also cleaned up the areas along 
Samara-Balakovo-Saratov highway.

Neva Metal
• Neva Metal employees joined a volunteering day in a 

wellness camp in Leningrad Oblast. The camp accommodates 
children from St. Petersburg Kirov District Orphanage No. 7

Olcon
• Olcon employees graded the planting area at a spoil bank 

and planted 4 thousand new trees.
• 85 employees participated in environmental volunteering 

events helping clean up certain areas in Olenegorsk. 
Approximately 30 cubic metres of waste were collected and 
moved to Olenegorsk landfill.

• 20 employees participated in the Green Russia national 
volunteering action in Olenegorsk. They helped clean up the 
banks of Kuryenga river and nearby areas, and removed 5 
cubic metres of waste to Olenegorsk landfill.

• Olcon organised an environmental initiative to collect 
mercury bulbs and thermometers from local residents. 
We collected more than 200 lamps and four medical 
thermometers and shipped them to a specialised processing 
facility.

Vorkutaugol
• Vorkutaugol participates in the annual River Band 

environmental event. Our employees were cleaning up 
river banks and streams in Vorkuta District from July to 
September. They cleaned up water protection zones of seven 
creeks and four fishing rivers. 176 employees participated in 
this initiative. They collected and removed 250 cubic metres 
of waste (included 22 tonnes of scrap metal).

• In April 2016, we organised the Make It Together 
environmental workshop on waste management for Vorkuta 
school and preschool students to celebrate the Earth Day.

• In May 2016, we hosted the Environment as Seen by Children 
drawing competition to celebrate the World Environment Day.

Karelsky Okatysh
• A volunteering day near the Kostomuksha Iron Ore Plant sign.
• A volunteering day at the Ahvenjarve Rocks memorial centre.
Severstal works closely with a wide range of stakeholders on 
various elements of environmental protection, and contributes 
to multiple environmental initiatives of business communities 
and professional associations, including international industry-
specific initiatives. Severstal employees organise traditional 
open environmental lessons at schools, both linked to regular 
events (such as the Environmental Knowledge Day in April, 
or the World Environment Day) or special initiatives. We also 
hold regular meetings on environmental protection with the 
students of Cherepovets State University. Twice a year we 
organise open days and tours to environmental protection 
facilities of Severstal’s Cherepovets Industrial Site for different 
communities.

• In October 2016, we organised a tour of Severstal for the 
employees of Our Home and Our Grove organisations, the 
Youth Environmental Centre of Cherepovets State University, 
Darwin Reserve, representatives of All-Russia People’s Front, 
Vologda Division of Russia and Russian Geographic Society, 
more than 50 people overall. During the tour, ecologists and 
members of the public saw the demonstration of a new 
processing technology for slag, a source of hydrocarbon 
emissions.

• Severstal supported the participants of the Environmental 
Areas by your School competition. Flowers from Cherepovets 
Steel Mill Landscaping Shop were planted in the backyards 
of seven schools in Cherepovets. In 2016 our employees 
presented competition participants with flower seedling 
purchase certificates.

• Severstal signed a cooperation agreement with the Vologda 
Regional Branch of the Russian Geographic Society. 
Under the agreement, partners will support the research, 
development of regional resources in Vologda Oblast. The 
agreement also includes several scientific, environmental 
and social programmes and projects. A separate provision 
of the agreement covers the implementation of the 
latest environmental breakthrough and development of 
environmental education in the region.

• Severstal TPZ Sheksna organised an environmental news 
wallpaper competition. Sheksna and Cherepovets district 
school students participated in an environmental poster 
competition. Chief Executive of the pipe mill participated 
in the award ceremony and presented the winners with 
environmental stands.

• Olcon organised an environmental presentation to its 
employees during the Effects of Environmental Footprint 
event. Students of Olenegorsk Mining College attended 
a presentation on Olcon’s environmental footprint 
and evaluation of the environment next to Olcon. The 
presentations were created and led by the experts of Olcon’s 
HSE departments.

• Vorkutaugol partnered with Kemerovo-based InEkA 
Consulting to share the information for the Collection of 
Innovative Biodiversity Solutions for the Mining Sector. This 
publication discusses prevailing biodiversity maintenance 
practices to promote their use in coal mining.
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This document is the Corporate Social Responsibility and 
Sustainable Development Report of PAO Severstal and its 
subsidiaries and affiliates («Severstal», «Company», «Group») 
for the year 2016. In accordance with the Severstal strategy 
for greater transparency, this Report contains information 
about the strategy and mission of Severstal, about the 
guiding principles of our initiatives in the fields of corporate 
social responsibility and sustainable development, about 
our key events and results in this area, about our impact on 
the economy, society and the environment, and about our 
stakeholder engagement. This Report also provides short-
term and long-term goals and key objectives in the key 
areas. Severstal has been publishing this report on an annual 
basis since 2010. This report complies with Sustainability 
Reporting Guidelines of the Global Reporting Initiative 
(GRI), version G4, option Core, with Mining & Metals Sector 
Supplement. We also considered the recommendations 
of the Russian Union of Industrialists and Entrepreneurs 
(RSPP) on the use of indicators, and the recommendations 
of RSPP Council for Non-Financial Reporting that we 
received upon the public affirmation of our previous report. 
This document uses data collected with our corporate 
reporting system, including the information received from 
individual departments in response to requests based on the 
aforementioned GRI Guidelines, as well as Basic Performance 
Indicators developed by RSPP.

In preparation of this document, Severstal followed our 
understanding of corporate social responsibility, which is 
consistent with the provisions of the ISO 26000 — Guidance 
on Social Responsibility international standard that links 
corporate social responsibility with the contribution of 
these corporations to sustainable development of the 
society. This report covers all major aspects of corporate 
social responsibility as defined in this standard. The index 
of information on individual aspects of corporate social 
responsibility according to ISO 26000 guidelines is provided 
in Appendix 1.

Approach used to evaluate the 
significance of individual topics 
for inclusion in this Report
This Report covers issues that are significant for all 
subsidiaries and directly or indirectly affect Severstal’s 
ability to create, maintain or destroy economic, social or 
environmental value for itself, its stakeholders and the 
general public. To define the contents of this Report in 
accordance with GRI G4 Guidelines, we reviewed the results 
of a survey of external and internal stakeholder conducted 
during the previous reporting cycle, as well as our Materiality 
Matrix. (For further details, please refer to the Corporate 
Social Responsibility and Sustainable Development Report 
of PAO Severstal for the year 2015. We will conduct another 
stakeholder survey in the next reporting cycle.)

We also analysed the following sources to identify material 
aspects for our stakeholders:
• Requests for information from federal and regional 

authorities
• Requests for information and reporting of the World Steel 

Association (Worldsteel)
• Requests for information from rating agencies and 

financial institutions
• RSPP analytics
• Federal, local and corporate media publications, including 

the Severstal newspaper
• Employee feedback and results of employee satisfaction 

surveys
• Letters from non-profit organisations and local 

communities in our regions
• Materials from events where social projects of Severstal 

were discussed
To understand the materiality of these aspects, our 
workgroup considered their materiality for Severstal, our key 
stakeholders, social context and business responsibilities, 
including responsibilities listed in international and Russian 
documents such as UN Global Compact, Worldsteel Policy on 
Sustainable Development, and the Social Charter of RSPP.
Upon these considerations, the workgroup has resolved to 
keep unchanged the list of material aspects and issues to be 
covered in the Report.

The most material aspects
1 Atmospheric pollution
2 Effluents, waste and their utilisation
3 Use of water resources
4 Environmental footprint of our vehicles
5 Financial performance
6 Occupational health and safety
7 Anti-corruption
8 Employment policy
9 Use of energy

10 Environmental features of products and services
11 Labour practices grievance mechanisms
12 Evaluation of supplier and contractor compliance with 

labour legislation
13 Responsible purchasing practices
14 Impact on local communities
15 Labour/Management Relations
16 Employee education and training

Material aspects
17 Environmental protection expenditures and investments
18 Freedom of association and collective bargaining
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19 Indirect economic impacts
20 Market presence
21 Environmental grievance mechanisms
 
Disclosures of material aspects in this Report provide 
a detailed account of management approaches and 
performance indicators. Severstal also decided to provide 
disclosures on a number of non-material aspects.

Description of the Information
This report contains data for the calendar year 2016, 
mostly with comparative data for several years. Information 
beyond the reporting period is also provided where deemed 
important. This report outlines financial and operating results 
using consolidated data of PAO Severstal. This report was 
compiled using management reports and audited financial 
statements. Details of social activities and labour relations, 
as well as environmental protection data, were accumulated 
and organised using a corporate information system and 
data queries defined according to GRI guidelines.
The boundaries of materials aspects did not change from the 
previous reporting period. The Report offers an overview of all 
most significant types of impact of the group. Material aspect 
boundaries within Severstal are defined in Appendix 2.
The set of financial performance indicators used in the report 
matches the scope of financial statements. The list of the 
most significant subsidiaries, associates and joint ventures 
included in the scope of financial statements is provided in 
Note 28 to the Consolidated Financial Statements for Years 
Ending 31 December 2016, 2015 and 2014. Other indicators 
of sustainable development, including those pertaining to 
our environmental performance, mostly cover the companies 
listed in Appendix 2. Several indicators in this Report are 
provided for individual divisions of Severstal.
Material aspects beyond Severstal include occupational 
safety, and contractor compliance with environmental 
regulations. Details are available in the Supply Chain 
Responsibility section. The anti-corruption aspect as 
applicable to our contractors is disclosed in the Business 
Partners section. Our disclosures on these topics mostly 
provide information on our actual management systems 
with unit-specific examples.
The structure of this Report is very similar to the previous 
Report. The environmental footprint tables include PBS Coals 
for 2013, but not later as this entity was excluded from the 
reporting following the sale of Severstal’s North American 
assets. There were no significant changes in the Scope 
or Aspect Boundaries in 2016 compared to the previous 
reporting periods.
The list of data sources for the consolidated financial 
reporting of PAO Severstal and subsidiaries that were 
used to compile the Direct Economic Value Generated 
and Distributed table is provided in the similar section 

of the Corporate Social Responsibility and Sustainable 
Development Report of Severstal for the year 2015.
Some indicators have been recalculated for greater precision. 
This Report contains no other significant redefinitions or 
restatements of data for the previous periods as published in 
earlier reports.
To ensure authenticity of data in the Report, we use 
standardised data collection and consolidation procedures 
and double check data with responsible departments. Data 
passes internal consistency checks, and its completeness and 
accuracy are verified at the level of individual contributing 
departments, and at the level of the functional departments 
of Severstal divisions and the General Directorate. References 
are provided for all external data.
Medium-term and long-term plans indicated in the report 
are forward-looking statements. They are subject to a large 
number of factors many of which are beyond Severstal 
control and could cause actual results to differ materially. 
Since 2011, Severstal has been submitting these Reports 
for public affirmation to RSPP Council for Non-Financial 
Reporting. This Report has undergone the public affirmation 
procedure as well. Council opinion is provided in Appendix ХХ 
to this Report. Information about the opportunities 
presented at face-to-face stakeholder engagement events 
will be provided in the next reporting cycle.
For further details about the topics covered in this 
Report, and to submit your feedback on this publication 
or suggestions on future improvement of Severstal’s 
non-financial reporting, please contact our Corporate 
Headquarters: PAO Severstal, 127299 Russia, Moscow, Clara 
Zetkin 2, phone: +7 (495) 926–77–66, ext. 6459 (CSR and 
Brand Department, PAO Severstal), or use the feedback form 
on our corporate website.
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Appendix 1
Index of Standard Disclosures in This Report With Reconciliation to GRI G4, RSPP Key Performance 
Indicators, and ISO 26000 Guidelines

  Fully disclosed
  Partially disclosed
  Not disclosed

  Aspect of high materiality
  Aspect of moderate materiality

  Not a material aspect

General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

Strategy and Analysis

G4–1 
Statement from the most senior decision maker  
of the organisation

Review by Ch airman of PAO Severstal Alexey Mordashov, 
Review by Chief Executive of AO Severstal Management 
Alexander Shevelev



G4–2 
Description of key impacts, risks, and opportunities

3.5. Risk Management
3.6. Managing New Opportunities
4. Personnel
5.2. Environmental Protection
6.2 Contribution to Sustainable Development of Severstal 
Regions



Organisational Profile

G4–3  
Name of the organisation 1. About Severstal 

G4–4 
Primary brands, products and services 1. About Severstal 

G4–5 
Location of organisation’s headquarters

Registered office of PAO Severstal: Mira 30, Cherepovets, 
Vologda Oblast, Russia, 162608
Mailing address: 127299 Russia, Moscow,  
Clara Zetkin, 2



G4–6 
Number of countries where the organisation operates, 
and names of countries with either major operations or 
that are specifically relevant to the sustainability issues 
covered in the report

1. About Severstal 

G4–7 
Nature of ownership and legal form 1. About Severstal 

G4–8 
Markets served 1. About Severstal 

G4–9  
Scale of the reporting organisation 1. About Severstal 

G4–10  
Number of employees

1. About Severstal
RSPP 3.1.1
ISO 26000 Responsible Labour Practices



G4–11  
Percentage of total employees covered by collective 
bargaining agreements

Collaboration with trade unions
RSPP 3.1.4
ISO 26000 Responsible Labour Practices



G4–12  
Organisation’s supply chain

Cooperation with Suppliers
Transportation
ISO 26000 Fair Business Practices



G4–13  
Significant changes during the reporting period  
regarding the organisation’s size, structure, ownership  
or its supply chain

None in the reporting period 
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

G4–14  
Explanation of whether and how the precautionary 
approach or principle is addressed by the organisation

5.2. Environmental Protection. Policy and Management
ISO 26000 Environmental Protection 

G4–15  
Economic, environmental, and social charters, principles, 
or other initiatives to which the organisation subscribes 
or which it endorses

2. Business and Corporate Social Responsibility
RSPP 1.1
ISO 26000 Organisational Governance



G4–16  
Memberships in associations Businesses and Non-Governmental Organisations 

Identified Material Aspects and Boundaries

G4–17  
Entities included in the organisation’s consolidated 
financial statements or equivalent documents

7. About this Report 

G4–18  
Process for defining the report content and the Aspect 
Boundaries

7. About this Report 

G4–19  
All the material Aspects 7. About this Report 

G4–20  
Material Aspects within the organisation 7. About this Report 

G4–21  
Material Aspects outside the organisation 7. About this Report 

G4–22  
Effect of any restatements of information provided in 
previous reports, and the reasons for such restatements

7. About this Report 

G4–23  
Significant changes from previous reporting periods in 
the Scope and Aspect Boundaries

7. About this Report 

Stakeholder Engagement ISO 26000 Fair Business Practices

G4–24 
List of all stakeholder groups engaged by the 
organisation

3.8. Stakeholder Engagement 

G4–25 
Basis for identification and selection of stakeholders  
with whom to engage

3.8. Stakeholder Engagement 

G4–26 
Organisation’s approach to stakeholder engagement 3.8. Stakeholder Engagement 

G4–27 
Key topics and concerns that have been raised through 
stakeholder engagement

3.8. Stakeholder Engagement 

Report Profile

G4–28 
Reporting period 7. About this Report 

G4–29 
Date of the most recent previous report Q3 2015 

G4–30 
Reporting cycle Annual 

G4–31 
Contact point for questions regarding the report or  
its contents

7. About this Report 

G4–32 
GRI Content Index Appendix 1 
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

G4–33 
Organisation’s policy and current practice with regard  
to seeking external assurance for the report

7. About this Report 

Governance ISO 26000 Organisational Governance

G4–34  
Governance structure of the organisation

3. Corporate Governance
See also 2016 Annual Report, pages 44–65 

G4–35  
Process for delegating authority for economic, 
environmental and social topics from the highest 
governance body to senior executives and other 
employees

3. Corporate Governance 

G4–36  
Executive-level position or positions with responsibility  
for economic, environmental and social topics

3. Corporate Governance
See also 2016 Annual Report, pages 44–65 

G4–37  
Processes for consultation between stakeholders and the 
highest governance body on economic, environmental 
and social topics

3.2. Governing bodies
4. Employees. Policy and Management
Severstal Pulse Survey
See also 2015 Annual Report, pages 52–65



G4–38  
Composition of the highest governance body  
and its committees

3.2. Governing bodies
See also 2016 Annual Report, pages 46–51
RSPP 3.1.12.



G4–39  
The function of the Chair of the highest governance body 3.2. Governing bodies 

G4–40  
Nomination and selection processes for the highest 
governance body and its committees, and the criteria 
used for nominating and selecting highest governance 
body members

See also 2016 Annual Report, pages 44–65
RSPP 3.1.12. 

G4–41  
Processes for the highest governance body to ensure 
conflicts of interest are avoided and managed

3.2. Governing bodies
Mitigation of Corruption Risks 

G4–42  
The highest governance body’s and senior executives’ 
roles in the development, approval, and updating of the 
organisation’s purpose, value or mission statements, 
strategies, policies, and goals

3.2. Governing bodies 

G4–43  
Measures taken to develop and enhance the highest 
governance body’s collective knowledge of economic, 
environmental and social topics

Regular development of memoranda for Severstal 
executives on economic, environmental and social topics 

G4–44  
Evaluation of the highest governance body’s performance 3.2. Governing bodies 

G4–45  
The highest governance body’s role in the identification 
and management of impacts, risks, and opportunities

3.2. Governing bodies 

G4–46  
The highest governance body’s role in reviewing the 
effectiveness of the organisation’s risk management 
processes

3.2. Governing bodies
3.5. Risk Management 

G4–47  
Frequency of the highest governance body’s review of 
economic, environmental and social impacts, risks, and 
opportunities

3.5. Risk Management 

G4–48  
The highest committee or position that formally 
reviews and approves the report

Chief Executive Officer 
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

G4–49  
Process for communicating critical concerns to the 
highest governance body

See also 2015 Annual Report, pages 46–65
RSPP 3.1.12. 

G4–50  
Nature and total number of critical concerns that were 
communicated to the highest governance body and the 
mechanisms used to address and resolve them

3.2. Governing bodies 

G4–51  
Remuneration policies for the highest governance  
body and senior executives

3.2. Governing bodies 

G4–52  
Process for determining remuneration 3.2. Governing bodies 

G4–53  
How stakeholders’ views are sought and taken into 
account regarding remuneration

3.2. Governing bodies 

G4–54  
Ratio of the annual total compensation for the 
organisation’s highest-paid individual to the median 
annual total compensation for all employees

Not disclosed due to personal data  
protection considerations 

G4–55  
Ratio of percentage increase in annual total 
compensation for the organisation’s highest-paid 
individual to the median percentage increase in annual 
total compensation for all employees

Not disclosed due to personal data  
protection considerations 

Ethics and Integrity ISO 26000 Fair Business Practices

G4–56  
Organisation’s values, principles, standards and  
norms of behaviour such as codes of conduct and  
codes of ethics

Prevention of corruption and violations of laws and 
internal regulations
Business and social responsibility. Stakeholder 
engagement
Principles and Forms of Engagement



G4–57  
Internal and external mechanisms for seeking advice 
on ethical and lawful behaviour, and matters related to 
organisational integrity

Prevention of corruption and violations of laws and 
internal regulations
Principles and Forms of Engagement
Feedback routes



G4–58  
Internal and external mechanisms for reporting  
concerns about unethical or unlawful behaviour, and 
matters related to organisational integrity

Prevention of corruption and violations of laws and 
internal regulations
Feedback routes



Category: Economic

Financial performance

G4–DMA 
Generic disclosures on management approach

1.2. Industry Environment and Corporate Business 
Strategy
3. Corporate Governance
6.1. External Social Programmes of Severstal: Policy and 
Management



G4–EC1 
Direct economic value generated and distributed

2. Industry Environment and Corporate Business Strategy
RSPP 1.2, 1.3, 1.4, 1.6, 1.7 

G4–EC2 
Financial implications and other risks and opportunities 
for the organisation’s activities due to climate change

Reduction of greenhouse gas (GHG) emissions 

G4–EC3 
Coverage of the organisation’s defined benefit 
plan obligations

Consolidated financial statements for years ending  
31 December 2016, 2015 and 2014, pages 32–33
RSPP 1.8
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

G4–EC4 
Financial assistance received from the government

There were no significant payments from the  
government 

Market presence ISO 26000 Responsible Labour Practices

G4–EC5 
Ratios of standard entry level wage by gender compared 
with local minimum wage at significant locations of 
operation

Compensation 

G4–EC6 
Proportion of senior management hired from the local 
community at significant locations of operation

In this context, our senior management includes Chief 
Executive, his Deputies, and Directors of Business Units, 
and while local communities are thought to comprise all 
Russian citizens. Almost 100 % of senior management are 
hired from the local communities



Indirect economic impacts ISO 26000 Community Involvement and Development

G4–EC7 
Development and impact of infrastructure investments 
and services supported

Development of local community potential
6.3. Social Investments and Social Partnership 

G4–EC8 
Significant indirect economic impacts,  
including the extent of impacts

6.2. Contribution to Sustainable Development of 
Severstal Regions 

MM8  
Number (and percentage) of company operating sites 
where artisan and small-scale mining (ASM) takes place 
on, or adjacent to, the site; the associated risks and the 
actions taken to manage and mitigate these risks

None 

Procurement Practices

G4–EC9  
Proportion of spending on local suppliers at significant 
locations of operation

Small and Medium Business Development 

Category: Social

Sub-category: labour practices and decent work

G4–DMA 
Generic disclosures on management approach Employees. Policy and Management 

Employment ISO 26000 Responsible Labour Practices

G4–LA1 
Total number and rates of new employee hires and 
employee turnover by age group, gender, and region

4.1. Staff Profile
RSPP 3.1.2, 3.1.3 

G4–LA2  
Benefits provided to full-time employees

Onboarding of Young Employees
4.6. Employee benefits 

G4–LA3 
Return to work and retention rates after parental 
leave, by gender

Family Security and Benefits 

Labour/Management Relations ISO 26000 Responsible Labour Practices

G4–LA4 
Minimum notice periods regarding operational changes, 
including whether these are specified in collective 
agreements

Collaboration with trade unions 

Occupational health and safety ISO 26000 Responsible Labour Practices

G4–LA5  
Percentage of total workforce represented in formal joint 
management–worker health and safety committees

Collaboration with Trade Unions on Occupational Safety 
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

G4–LA6  
Type of injury and rates of injury, occupational diseases, 
lost days, and absenteeism, and total number of work-
related fatalities, by region and by gender

Results of injury prevention initiatives
RSPP 3.1.5, 3.1.6, 3.1.7, 3.1.8 

G4–LA7  
Workers with high incidence or high risk of  
diseases related to their occupation

Occupational Safety and Environmental Protection Policy 
and Management
Reducing Occupational Morbidity
Identification, analysis and elimination of safety hazards



G4–LA8  
Health and safety topics covered in formal  
agreements with trade unions

Collaboration with Trade Unions on Occupational Safety 

Training and Education ISO 26000 Responsible Labour Practices

G4–LA9  
Average hours of training per year per employee by 
gender, and by employee category  

4.4. Training and Development System
RSPP 3.1.10 

G4–LA10 
Programmes for skills management and lifelong learning 
that support the continued employability of employees 
and assist them in managing career endings 

Distance Education 

G4–LA11 
Percentage of employees receiving regular performance 
and career development reviews, by gender and by 
employee category  

Employee Performance Evaluation 

Diversity and Equal Opportunity ISO 26000 Responsible Labour Practices
ISO 26000 Human Rights

G4–LA12 
Composition of governance bodies and breakdown of 
employees per employee category according to gender, 
age group, minority group membership, and other 
indicators of diversity

4.1. Staff Profile 

Equal Remuneration for Women and Men 

G4–LA13  
Ratio of basic salary and remuneration of women to 
men by employee category, by significant locations of 
operation

Compensation 

Supplier Assessment for Labour Practices ISO 26000 Responsible Labour Practices
ISO 26 000 Fair Business Practices

G4–LA14  
Percentage of new suppliers that were screened  
using labour practices criteria 

Supply Chain Responsibility 

Labour Practices Grievance Mechanisms ISO 26000 Responsible Labour Practices
ISO 26 000 Fair Business Practices

G4–LA15  
Significant actual and potential negative impacts for 
labour practices in the supply chain and actions taken 

Supply Chain Responsibility 

G4–LA16 
Number of grievances about labour practices filed, 
addressed, and resolved through formal grievance 
mechanisms

Feedback Channels 

Human Rights ISO 26000 Human Rights

Investment ISO 26000 Human Rights

G4–HR1  
Total number and percentage of significant investment 
agreements and contracts that include human rights 
clauses or that underwent human rights screening
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

G4–HR2 
Total hours of employee training on human rights policies 
or procedures concerning aspects of human rights that 
are relevant to operations, including the percentage of 
employees trained



Аспект «Недопущение дискриминации» ISO 26000 Human Rights

G4–HR3  
Total number of incidents of discrimination and 
corrective actions taken

None 

Aspect: Freedom of Association and Collective Bargaining
ISO 26000 Human Rights
ISO 26000 Responsible Labour Practices

G4–HR4  
Operations and suppliers identified in which the right to 
exercise freedom of association and collective bargaining 
may be violated or at significant risk, and measures taken 
to support these rights

Collaboration with trade unions
RSPP 3.2.1 

MM4  
Number of strikes and lock-outs exceeding one week’s 
duration, by country

Collaboration with trade unions 

Aspect: Child Labour ISO 26000 Human Rights

G4–HR5  
Operations and suppliers identified as having significant 
risk for incidents of child labour, and measures taken to 
contribute to the effective abolition of child labour

Since the use of child labour is impossible in our 
production, this aspect is not considered to be material 

Aspect: Forced or Compulsory Labour ISO 26000 Human Rights

G4–HR6  
Operations and suppliers identified as having significant 
risk for incidents of forced or compulsory labour, and 
measures to contribute to the elimination of all forms of 
forced or compulsory labour

None 

Aspect: Security Practices ISO 26000 Human Rights

G4–HR7  
Percentage of security personnel trained in the 
organisation’s policies or procedures concerning aspects 
of human rights that are relevant to operations

All employees are familiarised with internal instructions 
and Severstal Access and Facility Control Policy 

Aspect: Indigenous Rights ISO 26000 Human Rights

G4–HR8  
Total number of incidents of violations involving rights of 
indigenous peoples and actions taken

As Severstal does not have operations on or adjacent to 
indigenous territories, this aspect is irrelevant
RSPP 3.2.3



MM5  
Total number of operations taking place in or adjacent 
to indigenous peoples’ territories, and number and 
percentage of operations or sites where there are formal 
agreements with indigenous peoples’ communities

See G4-HR8 

MM6  
Number and description of significant disputes relating 
to land use, customary rights of local communities and 
indigenous peoples

See G4-HR8 

MM 7  
The extent to which grievance mechanisms were used 
to resolve disputes relating to land use, customary rights 
of local communities and indigenous peoples, and the 
outcomes

See G4-HR8 
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

Aspect: Assessment ISO 26000 Human Rights

G4–HR9  
Total number and percentage of operations that 
have been subject to human rights reviews or impact 
assessments

A question on potential human rights violations is 
included in the Severstal Pulse annual survey covering 
almost every business unit of Severstal



Aspect: Supplier Human Rights Assessment ISO 26000 Human Rights

G4–HR10  
Percentage of new suppliers that were screened using 
human rights criteria



G4–HR11  
Significant actual and potential negative human rights 
impacts in the supply chain and actions taken



Aspect: Human Rights Grievance Mechanisms ISO 26000 Human Rights

G4–HR12 
Number of grievances about human rights impacts 
filed, addressed, and resolved through formal grievance 
mechanisms



Sub-category: Society

G4–DMA 
Generic disclosures on management approach

Management of External Social Programmes in  
PAO Severstal 

Aspect: Local Communities ISO 26000 Community Involvement and Development

G4–SO1  
Percentage of operations with implemented local 
community engagement, impact assessments, and 
development programmes

Local Communities
6.3. Social Investments and Social Partnership
RSPP 3.3.3



G4–SO2 
Operations with significant actual and potential  
negative impacts on local communities

5.2. Environmental Protection
RSPP 3.3.3 

MM9  
Sites where resettlements took place, the number of 
households resettled in each, and how their livelihoods 
were affected in the process

None 

MM10 
Number and percentage of operations with closure plans Severnaya Mine Disaster 

Aspect: Anti-corruption ISO 26000 Fair Business Practices

G4–SO3  
Total number and percentage of operations assessed 
for risks related to corruption and the significant risks 
identified

Prevention of corruption and violations of laws and 
internal regulations 

G4–SO4  
Communication and training on anti-corruption  
policies and procedures

Prevention of corruption and violations of laws and 
internal regulations 

G4–SO5 
Confirmed incidents of corruption and actions taken

Prevention of corruption and violations of laws and 
internal regulations 

Aspect: Public Policy ISO 26000 Fair Business Practices

G4–SO6  
Total value of political contributions by country and 
recipient/beneficiary

None 
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

Aspect: Anti-competitive Behaviour ISO 26000 Fair Business Practices

G4–SO7  
Total number of legal actions for anti-competitive 
behaviour, anti-trust, and monopoly practices and their 
outcomes

A probe by Federal Antimonopoly Service of Russia did 
not reveal any dominance in the rebar market by either 
Severstal or any of the several other industry companies 
that were earlier suspected of price fixing in 2016



Aspect: Compliance ISO 26000 Fair Business Practices

G4–SO8  
Monetary value of significant fines and total number of 
non-monetary sanctions for non-compliance with laws 
and regulations



Aspect: Supplier Assessment for Impacts on Society ISO 26000 Fair Business Practices

G4–SO9  
Percentage of new suppliers that were screened using 
criteria for impacts on society



G4–SO10  
Significant actual and potential negative impacts on 
society in the supply chain and actions taken



Aspect: Grievance Mechanisms for Impacts on Society

G4–SO11  
Number of grievances about impacts on society filed, 
addressed, and resolved through formal grievance 
mechanisms

Local Communities 

Sub-Category: Product Responsibility ISO 26000 Consumer Issues

G4–DMA 
Generic disclosures on management approach 3.7. Quality Management 

Aspect: Customer Health and Safety

G4–PR1 
Percentage of significant product and service categories 
for which health and safety impacts are assessed for 
improvement

3.7. Quality Management 

G4–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

3.7. Quality Management 

Aspect: Product and Service Labelling ISO 26000 Consumer Issues

G4–PR3  
Type of product and service information required 
by the organisation’s procedures for product and 
service information and labelling, and percentage of 
significant product and service categories subject to such 
information requirements

3.7. Quality Management 

G4–PR4 
Total number of incidents of non-compliance with 
regulations and voluntary codes concerning product and 
service information and labelling, by type of outcomes

None 

G4–PR5  
Results of surveys measuring customer satisfaction Customer orientation 

Aspect: Marketing Communications ISO 26000 Consumer Issues

G4–PR6  
Sale of banned or disputed products Not applicable 

G4–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 
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

Customer Privacy

G4–PR8  
Total number of substantiated complaints regarding 
breaches of customer privacy and losses of customer 
data

Not applicable 

Aspect: Compliance

G4–PR9  
Monetary value of significant fines for noncompliance 
with laws and regulations concerning the provision and 
use of products and services

RSPP 3.4.2 

Category: Environmental

G4–DMA
Generic disclosures on management approach

Environmental Protection Policy and Management 

Materials

G4–EN1 
Materials used by weight or volume

G4–EN2 
Percentage of materials used that are recycled input 
materials

Waste reduction and processing, and land  
rehabilitation initiatives 

Energy ISO 26000 Environmental Protection

G4–EN3 
Energy consumption within the organisation

Key programme results at Cherepovets Steel Mill in 2016
RSPP 2.2 

G4–EN4 
Energy consumption outside of the organisation We do not collect this kind of statistics 

G4–EN5 
Energy Intensity

Key programme results at Cherepovets Steel Mill in 2016
RSPP 2.2.1 

G4–EN6 
Reduction of Energy Consumption

Key programme results at Cherepovets Steel Mill in 2016
RSPP 2.2.1 

G4–EN7 
Reductions in energy requirements of products and 
services

Key programme results at Cherepovets Steel Mill in 2016 

Water ISO 26000 Environmental Protection

G4–EN8 
Total water withdrawal by source

Use of Water Resources
RSPP 2.3 

G4–EN9 
Water sources significantly affected by withdrawal of 
water

Use of Water Resources
RSPP 2.3 

G4–EN10 
Percentage and total volume of water recycled and 
reused

Use of Water Resources
RSPP 2.3 

Biodiversity
ISO 26000
Environmental protection

G4–EN11 
Operational sites owned, leased, managed in, or adjacent 
to, protected areas and areas of high biodiversity value 
outside protected areas

Karelsky Okatysh is adjacent to Kostomuksha  
Natural Reserve
See ММ2



G4–EN12 
Description of significant impacts of activities, products, 
and services on biodiversity in protected areas and areas 
of high biodiversity value outside protected areas
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

G4–EN13 
Habitats protected or restored 

G4–EN14 
Total number of IUCN red list species and national 
conservation list species with habitats in areas affected 
by operations, by level of extinction risk



Emissions ISO 26000 Environmental Protection

G4–EN15 
Direct greenhouse gas (GHG) emissions (scope 1) Atmospheric pollution 

G4–EN16 
Energy indirect greenhouse gas (GHG) emissions  
(scope 2)



G4–EN17 
Other indirect greenhouse gas (GHG) emissions (scope 3) 

G4–EN18 
Greenhouse gas (GHG) emissions intensity 

G4–EN19 
Reduction of greenhouse gas (GHG) emissions Atmospheric pollution 

G4–EN20 
Emissions of ozone-depleting substances (ODS) 

G4–EN21 
NOx, SOx, and other significant air emissions

Atmospheric pollution
RSPP 2.6 

Effluents and waste ISO 26000 Environmental Protection

G4–EN22 
Total water discharge by quality and destination

Effluents and water body protection initiatives
RSPP 2.7, 2.7.2



G4–EN23 
Total weight of waste by type and disposal method

Waste management in 2015 and 2016
RSPP 2.8



G4–EN24 
Total number and volume of significant spills

Effluents and water body protection initiatives
RSPP 2.9



G4–EN25 
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

There is a limited amount of hazardous waste, which is 
not shipped internationally 

G4–EN26 
Identity, size, protected status, and biodiversity value of 
water bodies and related habitats significantly affected 
by the organisation’s discharges of water and runoff



MM1  
Amount of land (owned or leased, and managed for 
production activities or extractive use) disturbed or 
rehabilitated

Waste reduction and processing, and land rehabilitation 
initiatives 

MM2  
The number and percentage of total sites identified as 
requiring biodiversity management plans according to 
stated criteria, and the number (percentage) of those 
sites with plans in place

One site owned by AO Severstal Distribution and located 
in Cherepovets District (Dmitrovo Village Authority, 
Vaskovo hamlet, Momotskoye forestry) is identified as 
a protected area. Permitted use of land parcel: hunting 
grounds
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General standard  
disclosures

Location in the report / comment / reconciliation with  
ISO 26000 guidelines / reconciliation with RSPP key  
performance indicators

Level of 
disclosure

MM3  
Total amounts of overburden, rock, tailings, and  
sludges and their associated risks

Waste management in 2015 and 2016 

Products and Services

G4-EN27 
Extent of impact mitigation of environmental  
impacts of products and services

3.7 Quality Management 

G4-EN28 
Percentage of products sold and their packaging 
materials that are reclaimed by category

Joint projects with partners to reduce cost of products 
and improve their properties
Waste reduction and processing, and land rehabilitation 
initiatives



Aspect: Compliance
ISO 26000 Environmental Protection
ISO 26000 Fair Business Practices

G4-EN29 
Monetary value of significant fines and total number 
of non-monetary sanctions for non-compliance with 
environmental laws and regulations

RSPP 2.10 

Transportation ISO 26000 Environmental Protection

G4-EN30 
Significant environmental impacts of transporting  
products and other goods and materials for the 
organisation’s operations, and transporting members of 
the workforce

Transportation 

Overall ISO 26000 Environmental Protection

G4-EN31 
Total environmental protection expenditures and 
investments by type

5.2 Environmental Protection
RSPP 2.12 

Supplier Environmental Assessment

G4-EN32 
Percentage of new suppliers that were screened using 
environmental criteria

5.2 Environmental Protection Policy and Management 

G4-EN33 
Significant actual and potential negative environmental 
impacts in the supply chain and actions taken

5.2 Environmental Protection Policy and Management 

Environmental grievance mechanisms

G4-EN34  
Number of grievances about environmental impacts 
filed, addressed, and resolved through formal grievance 
mechanisms

There were no grievances about environmental impacts 
in 2015
Our complaint processing procedure for environmental 
concerns is a part of our corporate standard, Document 
Management — Management Documentation 
Regulations of PAO Severstal
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Appendix 2
Material Aspect Boundaries

Emissions + + + + + + + + + + + + + + + + + + + + + +

Effluents and waste + + + + + + + + + + + + + + + + + + + + + +

Water use + + + + + + + + + + + + + + + + + + + + + +

Transportation + + + + + + + + + + + + + + + + + + + + + +

Energy + + + + + + + + + + + + + + + + + + + + + +

Environmental performance of 
our products + + + + + + + + + + + +

Financial performance + + + + + + + + + + + + + + + + + + + + + +

Responsible purchasing practices + + + + + + + + + + + + + + + + + + + + + +

Anti-corruption + + + + + + + +

Occupational health and safety + + + + + + + + + + + + + + + + + + + + + +

Employment + + + + + + + +

Labour practices grievance 
mechanisms + + + + + + + + + + + + + + + + + + + + + +

Supplier and contractor 
compliance with labour 
legislation 

+ + + + + + + + + + + + + + + + + + + + + +

Training and Education + + + + + + + +

Labour/Management Relations + + + + + + + + + + + + + + + + + + + + + +

Local Communities + + + + + + + +

  Category: Environmental

  Category: Economic

  Category: Social

1. Cherepovets Steel Mill includes Cherepovets Industrial Site,  
Belorucheyskoye Ore Mine, Roshchino Vacation Resort,  
Torovo Vacation Complex and Roll Plant 3.

2. PBS Coals data is only available in our 2013 CSR Report.
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Appendix 3
Main Projects of the Way Home Programme Completed in 2016

No Project Description

Cherepovets

1 MLADA Prevention of new-born abandonment. Support of pregnant women in hardship 
and families with children under two years of age

2 From the First Days 
Comprehensive medical, psychological and pedagogical support for families 
with children with health conditions starting from the first days of child’s life. 
Unique healthcare services for child development

3 With Mom
Support for the return of children temporarily placed with the Dom Rebyonka 
orphanage to their biological parents. Day-care services for children from two 
months to two years of age for single mothers (fathers)

4 Together for Children Comprehensive support for foster families and reunited birth families. Prevention 
of secondary orphanhood

5 Ogonyok Family Support Service 
Support for families with children with disabilities. Take a Break service offering 
an opportunity to leave a child for a brief period with specially trained care 
providers

6 Kid, You’re Not Alone! Care and support for abandoned children under 5 years of age while they are in 
hospital to compensate the lack of mother’s love

7 Your Chance Support for families with children where mother or father are serving conditional 
sentences or returned from penitentiary institutions 

8 The Land of Happy Childhood 
Provision of territory for communication between children and parents going 
through a conflict divorce, and support with resolution of conflicts negatively 
affecting children

9 New Way Support for families with preschool children where parents are in hardship, 
including cases where parents are prone to alcohol abuse 

10 Vector Support for families with children who came over from CIS countries and are in 
hardship (including refugees and displaced families)

11 Emergency Support and Psychological 
Services 

Emergency support for minors and their families in situations involving violations 
of children rights. This service is provided via a 24x7 hotline, a public reception 
on children rights, and a family counselling and therapy service

12 Social Hotel Temporary housing for mothers and children in hardship who don’t have a place 
to live or an opportunity to rent

13 Teenager Comprehensive work with children who are likely to commit or have already 
committed delinquencies

14 Support Service for Children in 
Families Help and support for children in crisis and at early stages of trouble

15 Healthy Generation
Prevention of psychoactive substance abuse among children and youth. 
Psychologist and psychotherapist services for first-time users of psychoactive 
substances among children and youth, and support for their parents 

16 Point of Return
Corrective technologies as an alternative to punishment for at-risk youth. 
Conciliation of young offenders and victims of their actions. Organisation of and 
support for school conciliation services

17 World of Childhood without Violence Organisation of interdepartmental cooperation on prevention of domestic 
violence

18 Sons of the Regiment
Creating an environment for successful socialisation of orphans and abandoned 
children accepted in Cherepovets High Military Electronics Engineering College 
of the Ministry of Defence of Russian Federation. This project is the initiative of 
the governor of Vologda oblast
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No Project Description

19 Future Vector This project is funded by Severstal and the Foundation for Support of Children in 
Hardship. Organisation of and support for school conciliation services

20 Efficient Non-Profits as the  
Drivers of Civil Society

Creating an environment for successful socialisation of orphans and abandoned 
children accepted in Cherepovets High Military Electronics Engineering College 
of the Ministry of Defence of Russian Federation. This project is the initiative of 
the governor of Vologda oblast
This project is funded by Severstal and the Foundation for Support of Children in 
Hardship. Organisation of and support for school conciliation services

21 Teenager Service

Improving the efficiency of socially oriented non-profits working on the 
prevention of social orphanhood, and supporting parents and children through 
the replication of successful experience of the Way Home programme
This project is supported with the government grant  and a competition 
organised by the Ministry of Economic Development of Russia and Severstal

22 Planet of Tolerance

This project is jointly supported by the Foundation for Support of Children in 
Hardship and Severstal
Development and practical evaluation of the comprehensive programme on the 
rehabilitation of young offenders listed in the reference lists of police and young 
offender commissions in Cherepovets

23 Defend a Child 

This project is funded by the Government of Vologda Oblast, AO Future NPF and 
Severstal
This project includes the setup of 8 branches of the Public Reception on Children 
Rights in municipal districts of Vologda Oblast in order to address the violations 
of children and family rights and protect the rights and freedoms of minors 
using the successful model of the Public Reception in Cherepovets

Other Regions

24 Hand in Hand  
(Vorkuta, Komi Republic)

Prevention of delinquencies among orphans and abandoned children. 
Preparation of targeted youth groups for independent life 

25 Warm Home  
(Vorkuta, Komi Republic)

Support for foster families. Social and psychological support for pregnant minors 
and young mothers

26 Together with Mom  
(Balakovo, Saratov Oblast) Prevention of new-born abandonment

27 Our Sweet Home Is Our Family School  
(Balakovo, Saratov Oblast)

Prevention of delinquencies among minors; youth trainings and recreational 
rehabilitation programmes. Trainings and workshops for parents. 

28 There Always Is a Choice  
(Olenegorsk, Murmansk Oblast)

Comprehensive rehabilitation and support services for minors and families 
helping them to restore positive relationships; organisation of recreation 
opportunities for at-risk youth

29 Future in the Present  
(Kostomuksha, Republic of Karelia)

Social and psychological support for at-risk minors with offense history. 
Psychological support for parents and families of minors

30 Сompromise 
(Kostomuksha, Republic of Karelia)

Family mediations in high conflict divorce. Psychologist support in resolution of 
family conflicts negatively affecting children 

31 Dialogue Support Service for 
Adoptive Families (Volgograd) Support for adoptive families and prevention of secondary orphanhood 

32 Emergency Social Response  
(Veliky Ustyug, Vologda Oblast)

Emergency support for families in crisis with emergency team dispatch. Support 
for families and help in hardship

33 Start+  
(Krasavino, Vologda Oblast)

Prevention of child neglect and juvenile delinquencies through group meetings, 
sports and wellness events, and Hearth Family Club

34 Happy Together 
(Yaroslavl)

Psychologist and pedagogical support for families with disabled children. 
Comprehensive developmental sessions in groups for children with disabilities 
from early age. Creative arts, music and dance studios for children. Support 
groups for parents 
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Appendix 4 
Major Volunteering Projects in 2016

Moscow
• Charitable Easter Fair in company headquarters to raise 

money for Sasha Karabanova’s expensive treatment
• Fundraiser for families of victims of Severnaya mine 

disaster 
• Fundraiser for medical treatments and prosthetics for 

Cherepovets resident Yulia Prokopieva 
• Charitable second-hand clothes drive for parents and 

children participating in the Way Home programme in 
Cherepovets

• Annual Present for Every Child New Year’s seasonal 
initiative. Employees of our Moscow and Cherepovets 
offices together with Cherepovets residents collected over 
900 New Year presents for children 

• Annual Volunteering Day in Boris Pasternak House 
Museum in Peredelkino 

• Participation in Soul Bazaar New Year charitable fair 
• Our employees packed the presents brought by local 

residents and signed postcards for orphans and senior 
citizens that were later sent to social support institutions 

• Charitable fair for our Moscow office employees as a part 
of Giving Tuesday on November 29

• Participation of our employees in the Clean Games 
environmental quest, cleaning up Izmaylovsky Park

• Fundraising for children in the House with Lighthouse 
hospice in Moscow 

Cherepovets
• We organised 10 donor days that had a total of 541 

participants. Throughout 2016, 2563 Severstal employees 
donated their blood. There was a total of 6035 blood 
donations

• At the initiative of our Youth Council we run a Youth Care 
project with volunteers helping 25 Severstal veterans with 
limited mobility who live alone 

• The Good Renovation Relay — a joint project of the Way 
Home Charitable Foundation and Youth Council focused 
on improving sanitary environment of children in families 
in hardship. We arranged cosmetic renovations in several 
family apartments. This project won the Social Services 
nomination in the regional contest of volunteering projects

• Celebration of the 71st anniversary of the Victory Day 
(arranging tours of military memorials and escorting war 
veterans at performances)

• Volunteer cleaning events in museums of Cherepovets 
Culture-Environment-Cooperation Museum Association 
(Vereshchagin House Museum, Milyutin House Museum — 
spring), in Torovo Vacation Centre and in Cherepovets

• Master class for students of Pervomaisky Psychiatric 
Residential Hospital

• During the Pine in the Garden volunteering event 
commemorating the Children’s Day, we planted 300 new 
pines in 20 day-care facilities

• Lawn Mowing Party event in Retirement Home No. 1
• Metallurgist Day fundraisers for the Way Home Charitable 

Foundation
• Charitable Ice Cream event
• Kindness Relay event to collect sports equipment for children
• Present for Every Kid event and a charitable New Year fair 

of the Way Home Foundation (sweets for presents and 
master classes)

• Charitable fundraisers.
• Tokens from the Idea Factory project donated by our 

employees were used to equip a special room for children 
with development delays in Preodolenie Rehabilitation 
Centre (250 thousand roubles) and to purchase office 
equipment for Rostok Rehabilitation Centre

• We installed donation boxes in Severstal canteens over the 
year. Donations were used to purchase footwear for children 
supported by the Way Home Charitable Foundation

• Young Severstal employees and students of steelmaking 
colleges met with Great Patriotic War and international 
conflict veterans as a part of their cooperation with the 
Veteran Council

• Help with preparing the participation of war veterans in 
the Immortal Regiment event

• Planting an alley to commemorate the 30th anniversary of 
Severstal’s Veteran Council

• Master classes and Merry Starts relay races in Pervomaisky 
Psychiatric Residential Hospital 

• Our employees helped install a polycarbonate greenhouse 
in Pervomaisky Psychiatric Residential Hospital as a part of 
its Contact Garden project

• Hosting an inclusive video workshop on the promotion 
of healthy lifestyle among the patients of Pervomaisky 
Psychiatric Residential Hospital. Users of social services, 
doctors and psychologists of the residence hospital

• Youth volunteering clean-up and vegetable bed 
preparation event in Galsky Estate

• Space Journey master class for children and their 
parents, and participants of Metallurgist Day sports and 
entertainment programme

• Free master classes at the Youth Day Festival
• Volunteer clean-up event in Galsky Estate: 12,500 sqm of 

Sheksna river banks cleaned and 10 cubic metres of waste 
removed
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• Master classes during the traditional Charity Fair organised 
together with the Way Home Charitable Foundation 

• During 2016 we arranged six second hand clothes 
collection events among our employees to help families 
in need. This was our joint effort with LAD Cherepovets 
District Integrated Social Services Centre

Oryol
• Raising funds for an employee needing heart surgery 
• Charitable collection of New Year presents for orphans 

with severe speech disabilities resident in Oryol Speech 
Residence School. We also arranged sweet presents for the 
children of the minor social rehabilitation centre

• Support for veterans of Oryol Steel Plant living alone, 
coordinated by the Veteran Council

Volgograd 
• In preparation for the 2 February celebration, 

representatives of our Youth Council and trade union 
visited plant veterans who fought in the Battle of 
Stalingrad

• Volunteer clean-up day in the park area of former 
Metallurgist Palace of Culture

• Ongoing fundraising for parties and workshops for children 
and their parents who attend the Dialogue school of 
secondary orphanhood prevention

• Collection of clothes and toys for low-income families with 
many children

• We collected 100 presents in the Present for Every Child 
initiative

St. Petersburg and Leningrad Oblast
• Spring celebration for the children from St. Petersburg Kirov 

District Orphanage No. 7 We made a gift of two water 
heaters that our employees bought with their own money. 
This equipment was needed to arrange summer camps for 
children in a St. Petersburg wellness centre. Our employees 
also participated in a theatre performance

• Volunteer clean-up and repair events in a wellness centre 
in Leningrad Oblast attended by the residents of the 
orphanage we support 

• Back to School charitable event to help set up children 
from families in hardship for the new school year

• A tour of Kolpino industrial site for the residents of Kolpino 
orphanage

• New Year’s Relay Race for mixed teams of our employees 
and residents of the orphanage we support

• Give a Child a Celebration event at Kolpino industrial 
site to collect presents for children from unprivileged 
families and families in hardship, and residents of Kolpino 
orphanage 

Balakovo
• Fundraising event for families of victims of Severnaya mine 

disaster

• A series of events for the students of Shiroky Buyerak 
of Volsky District Residence School, including a trip to 
Balakovo minifootball championship and a meeting with 
Severstal Football Club, participation in a performance 
and a celebration for teachers, and the celebration of the 
Children’s Day

• Fundraising event for the participants of Together with 
Mom and Our Sweet Home is Our Family School project 

• We organised a charitable fair under the global Giving 
Tuesday initiative. We used the money we raised to 
purchase learning games for children participating in the 
Our Sweet Home Is Our Family School project

• We collected 62 presents in the Present for Every Child 
fundraising event for the participants of Together with 
Mom and Our Sweet Home is Our Family School project 

• Fundraiser for the payment of 2017 annual satellite TV 
subscription for Shiroky Buyerak Residence School 

Kostomuksha
• Help with setting up and running an annual series of trivia 

evenings
• Organising the Patriot military sports game
• Organising the Crepe Week (“Merry Celebration”)
• Delivery of presents to the veterans of the Great Patriotic 

War
• Setting up a modern painting exhibition in Druzhba 

Culture and Sports Centre
• Setup of the Modern Art for Everyone exhibition in Culture 

and Museum Centre
• Setup of the Ahvenjarve Rocks partisan memorial for the  

9 May celebration
• Participation in the preparation of the Active Working 

Youth forum
• Collection of food for a dog shelter
• Organisation of Professional Days in School No. 1
• Support for Luusalmi School
• Helping with organisation of the Autumn Challenge run
• Organisation of a bicycle parade
• Helping with Giving Tuesday charitable events
• Delivery of presents from Karelsky Okatysh to veterans and 

people with disabilities 
• Organising the Disability Day events

Vorkuta
• Fundraiser for the victims of Severnaya Mine Disaster and 

their families
• Help with setting up and running the nationwide Total 

Dictation event
• Setting up a series of Environmental Lessons for the  

Earth Day
• Organising the annual River Band environmental event
• Organising a charitable football tournament to support 

Vorkutaugol player Igor Sheptenko
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• Organising the Student Backpack event for children from 
families in hardship

• Organising the Family Day
• Help with setting up and running the Victory Day 

celebration
• Organising and running the Senior Citizen Day dinner for 

mining industry veterans
• Organising the Grandma Next Door event of the Giving 

Tuesday project
• Participation in the Present for Every Child charitable 

initiative

Olenegorsk
• Helping Olcon administration with the preparation of Merry 

Starts event (setting up the venue and operating stations)
• Hug Day event and Smeshariki parade with Hug Me, Let’s 

Hug and other similar badges
• Organisation and management of the Photo Cross for 

youth teams of Olcon
• Organisation of a football tournament for children 

participating in There Always Is Choice project of the Way 
Home foundation

• Participation in the Spring Performance of the department 
of minors in need of social rehabilitation, Olenegorsk Social 
Services Centre (a theatrical performance)

• Safety is Professional’s Choice photo contest
• A tour of Regional History Museum and Oceanarium for 

the participants of There Always Is Choice project of the 
Way Home Charitable Foundation supported by Olcon 
Administration 

• Making 8th March postcards together with children from 
the department of minors in need of social rehabilitation, 
Olenegorsk Social Services Centre (a theatrical 
performance) 

• Purchase of clothes and footwear for children from families 
in hardship (we used the remainder of the money from the 
Present for Every Child event)

• The Seasons creative arts workshop with children from 
the department of minors in need of social rehabilitation, 
Olenegorsk Social Services Centre

• Support for the emergency room for minors with physical 
and mental disabilities of Olenegorsk Social Services 
Centre

• Volunteer clean-up and a picnic at the department of 
minors in need of social rehabilitation, Olenegorsk Social 
Services Centre

• A tour of Olcon industrial site for the students of Protoki 
School No. 22

• Participation in the municipal volunteer clean up event in 
the backyard of a Murmanskaya street house

• Participation in the Family Day Performance of the 
department of minors in need of social rehabilitation, 
Olenegorsk Social Services Centre (a theatrical 
performance)

• Fundraiser for the purchase of sports equipment 

• Participation in and help with organisation of Children’s 
Day municipal celebration (master classes, face painting)

• Organisation of the Russia Day event together with 
children from the department of minors in need of social 
rehabilitation, Olenegorsk Social Services Centre

• Help with organisation of the Youth Day municipal 
celebration (kite launching master class and street games)

• Getting Children Ready for School event
• Participation in the Ivan Kupala celebration in the 

department of minors in need of social rehabilitation, 
Olenegorsk Social Services Centre (a theatrical 
performance)

• Help with setting up and running the Metallurgist Day 
celebration (flash mob, master classes and face painting)

• Bowling with participants of There Always Is Choice 
project

• Painting benches and installing litter bins in the Miners Park
• Help with organisation of the Happy Island game 

programme (site setup and programme management)
• Regular support for the emergency room for minors with 

physical and mental disabilities of Olenegorsk Social 
Services Centre (moving furniture, installing cornice boards 
and closets)

• Organisation of the Merry Starts event for children 
participating in There Always Is Choice project of the Way 
Home foundation

• Creative play session with children from the department of 
minors in need of social rehabilitation, Olenegorsk Social 
Services Centre

• Regular support for the emergency room for minors with 
physical and mental disabilities of Olenegorsk Social 
Services Centre (moving and transporting furniture)

• Helping Olcon administration with the preparation of 
Children and Parents sports event

• Journey to the Name Land creative workshop with 
children from the department of minors in need of social 
rehabilitation, Olenegorsk Social Services Centre

• Participation in the Young Employee Initiation meeting of 
Olcon Chief Executive with young employees (preparation 
and delivery of Youth Council presentation)

• Public speaking training for Council members by Council 
Chair

• Help with organisation of a game programme together 
with Olenegorsk Volunteer Movement

• Favourite City workshop with children from the department 
of minors in need of social rehabilitation, Olenegorsk Social 
Services Centre

• Help with organisation of the Children’s Day play day 
together with Olenegorsk Volunteer Movement

• Winter Forest workshop with children from the department 
of minors in need of social rehabilitation, Olenegorsk Social 
Services Centre

• Help with organisation of Youth Perspective forum 
(developing a tour plan, leading the tour, developing 
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and delivering a Youth Council presentation, developing 
and delivering a safety presentation, escorting teams, 
refereeing, and moderating discussions)

• Participation in the shooting of a Giving Tuesday video 
presentation by Olcon executives (idea and help with 
arrangements)

• Organising a photo shoot with “kind badges” for Giving 
Tuesday, and giving postcards with best wishes to photo 
shoot participants

• Charity walk with discussions of migrating birds, bird 
feeding and sliding from slides with children from the 
department of minors in need of social rehabilitation, 
Olenegorsk Social Services Centre

• We Support Healthy Lifestyle sports event for teenagers 
from There Always Is Choice programme

• Helping the Handicapped Society with moving and 
installing furniture

Yaroslavl
• Summer dessert festival: we cooked desserts, sold them 

in the office, and used the money we raised to organise 
a celebration for children in a special orphanage at 
Chaikovsky 66

• Our corporate theatre put on a performance for Children’s 
Day on 1 June

• Visiting an animal shelter
• We collected and delivered staple items to senior citizens 

during Giving Tuesday. We also used this money to order 
special alarm buttons

• During the Letter to Ded Moroz programme our employees 
collected presents for children supported by the Facing the 
World non-profit organisation 

• We collected and recycled 2500 batteries in the Recycle a 
Battery and Save a Hedgehog event 

• We collected and recycled waste paper in the Paper 
Boom initiative. We gave the money we collected, over 
30 thousand roubles, to Koshkin Dom and Yarkot animal 
care organisations for animal health care and medicine 
purchases

• New Year’s interactive performance by our corporate 
theatre for orphans and children of CES employees

• Fund raising for orphans’ dental care

Appendix 5
Opinion of RSPP Council on Non-Financial Reporting on the 2016 Corporate Social Responsibility and 
Sustainable Development Report of PAO Severstal Submitted for Public Affirmation

The Council on Non-Financial Reporting (“Council”) of 
the Russian Union of Industrialists and Entrepreneurs 
(“RSPP”) established by the Bureau of RSPP Executive Team 
(Resolution of 28.06.2007) has reviewed the 2016 Corporate 
Social Responsibility and Sustainable Development Report 
(“Report”) of PAO Severstal (“Company”, “Group”, “Severstal”) 
at request of Severstal. 
The Company requested RSPP Council on Non-Financial 
Reporting to conduct the public affirmation of its report by 
providing an opinion on completeness and significance of 
the information about Severstal performance presented in 
the report in the context of the Social Charter of RSPP and its 
responsible business practices. 
Council Members reviewed the Report submitted by Severstal 
between 22 June and 10 August 2017 and prepared this 
Opinion according to the Public Affirmation Regulations for 
Corporate Non-Financial Reporting adopted by the Council. 
Council Members possess the required competencies in 
corporate social responsibility, sustainable development and 
non-financial reporting, and comply with the business ethics 
requirements of independence and impartiality of their 
evaluations, and express their personal expert opinions as 
opposed to the opinions of organisations they represent.
This Report was evaluated using the following information 
completeness and significance criteria:
Information is deemed significant if it reflects the activities 
of the Company on the implementation of responsible 

business practices recognised by the Social Charter of RSPP 
(www.rspp.ru).
Information is deemed 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 systems by the Company is 
taken in consideration during the public affirmation of the 
Report. However, certifying compliance of the 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 the Company. Accuracy of factual 
data in the Report is outside the scope of public affirmation.
This Opinion was prepared for PAO Severstal. It is entitled to 
use this Opinion in its original form in its internal corporate 
communications and external communications with 
stakeholders.

Findings
Upon the analysis of this Report and information publicly 
available on the official corporate website of the Company, 
and group discussion of the results of independent Report 
assessments performed by individual Members of RSPP 
Council for Non-Financial Reporting, the Council affirms the 
following:
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The 2016 Corporate Social Responsibility and Sustainable 
Development Report of Severstal provides coverage of 
the key areas of responsible business practices consistent 
with the principles of the Social Charter of RSPP, offering 
sufficiently complete disclosure of Company activities in 
these areas. 
Recommendations of RSPP Council upon the public 
affirmation of Severstal report for the year 2015 are 
reflected in the 2016 Report. The Report offers a more 
comprehensive overview of the achievement of 2016 
objectives and 2017 plans in various areas of corporate 
social responsibility and sustainable development, and 
offers quantified environmental objectives.
The 2016 Report contains significant information covering the 
following aspects of responsible business practices:
Economic freedom and responsibility. The Report covers 
core areas of Company operations, its structure, strategic 
roadmap and business model. It provides information on the 
general state of the steelmaking industry and the Company’s 
position in the industry, its competitive advantages and 
opportunities, as well as operating and financial results for 
the year 2016. The Report offers an overview of plans on 
investments and innovations, development of the Business 
System, and product quality improvements according to 
customer needs. A multistage product quality control system 
is discussed in detail. The Report provides an overview of the 
Company’s increased focus and activities in occupational 
health and safety. It discusses what Company does to 
improve it efficiency throughout, including the deployment 
of integrated transportation planning and management. 
The Report presents Company’s view of corporate social 
responsibility and sustainable development in context 
of internationally accepted approaches, shows the core 
elements of its management system in this area, events and 
short-term plans in key areas. Risk management system, 
including key non-financial risks, is presented as well. The 
Report illustrates corporate governance practices, Board 
duties and curriculum, including the relationship between 
the direction of sustainable development and the Company 
strategy. It also offers an overview of ethical business 
practices, including prevention of corruption, and the 
extension of these practices to supply chain.
Business Partnerships. The Report offers an overview of 
business partnerships, including key areas and forms of 
collaboration with stakeholders. It discusses what company 
does to maintain sustainable communications and protect 
the interests of shareholders and investors. The report 
covers the directions and ways of collaboration with federal, 
regional and municipal authorities including participation 
of Severstal representatives as experts in development 
of mining and steelmaking industry, international trade, 
social environment and regional territories comprehensive 
agreements on social and economic partnership. It offers 
an overview of the structure of our suppliers, including 
small and medium businesses, and our collaboration with 
them, of our development of responsible business practices 
throughout the supply chain, including customer orientation 
in the selection of partners and suppliers, and of our safety 
and business ethics requirements towards our suppliers. A 
special emphasis is put on product quality and customer 
relations, including their involvement in joint operation 

with the Company. The Company reports achievement of 
basic targets across all customer satisfaction criteria in the 
reporting year. The Report also says what Company does to 
improve employee engagement with its strategic objectives, 
to improve collaboration with the unions on key aspects of 
work environment, to motivate and develop its employees, 
and to implement social initiatives. The Report offers an 
overview of corporate internal communications system 
and employee feedback channels. The Report includes 
information on occupational health and industrial safety 
initiatives, including actions taken in response to the incident 
at Severnaya mine in February 2016. The Report discusses 
Severstal’s participation in Russian and international business 
and non-governmental associations, and its partnerships with 
non-profit organisations.
Human Rights. The Report declares Severstal’s commitment 
to compliance with international regulations and national 
laws of countries where Severstal works. Information 
provided in the Report mostly focuses on labour rights and 
non-discrimination. The Report provides an overview of 
labour right controls including the use of social research to 
measure employee satisfaction and other tools of employee 
communications to identify potential violations. 
Environmental protection. The Report provides a 
comprehensive overview of environmental safety and 
protection effort of Severstal, discusses Severstal’s 
environmental footprint, policy and management system, 
projects completed in the reporting year, and future goals. 
It offers information on priority areas in the reduction 
of the Company’s environmental footprint, including 
equipment upgrades to reduce emissions and effluents, 
and waste management. The Report gives an overview of 
environmental programme results for every division. It also 
includes information about the management of greenhouse 
gas emissions. The Report offers an overview of employee 
training programmes on environmental safety and discusses 
the involvement of employees in environmental protection 
initiatives. It includes the results of a comprehensive power 
conservation programme, and the implementation of an 
energy management system meeting the requirements of the 
ISO 50001:2011 standard. The Report provides basic energy 
efficiency and energy conservation performance data and 
plans of core individual businesses.
Development of local communities. The Report provides 
detailed information about Company contribution to the 
social and economic development of its regions, such as 
social programmes and projects, including those aimed 
at helping local communities reach their potential and 
become more independent economically. The Report reviews 
Severstal’s approach to the management of external social 
programmes and the efficiency of its social investments. 
It provides information on priority directions in this area, 
including the development of social infrastructure in its cities, 
reduction of social tension, preservation of cultural heritage 
and support for sports and education. The Report discusses 
goals and formats of long-term cooperation with partner 
organisations, including those established at Severstal’s 
initiative and with its support. The Report shows the financing 
of external social programmes. The Report discusses the 
development of partnerships with government authorities, 
professional associations and communities in such important 
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regional social, economic and environmental areas as 
development of multifaceted partnership tools to support 
small and medium businesses, and social entrepreneurs. The 
Report also provides an overview of the results and public 
recognition of Severstal’s social initiatives. 

Conclusion
Overall, the 2016 Report gives a comprehensive overview 
of Severstal’s responsible business practices and provides 
sufficient information to form an opinion on the integration 
of the principles of corporate social responsibility and 
sustainable development in Severstal’s strategy and business 
system. In this context, engagement with interested parties 
is covered. The Report provides information about the 
performance indicators in the key areas of activities, including 
their economic, environmental and social aspects. The Report 
also includes Company key goals for all critical aspects of CSR 
for the next reporting period, and 2016 results in the context 
of Company plans and goals for 2017. 
The Report follows the recommendations used in Russian and 
international reporting practices (Sustainability Reporting 
Guidelines of the Global Reporting Initiative, version G4, 
and the Mining & Metals Sector Supplement), ensuring 
comparability of information in this Report with information 
in reports of other companies. Performance indicators are 
provided in relation to the most material issues as identified 
in stakeholder communications and according to ISO 
26000:2010, UN Sustainable Development Goals, and RSPP 
basic performance indicators. 
The 2016 Report is the eights corporate non-financial report 
of Severstal, indicating its consistency in development of 
public reporting, increasing transparency, and consistent 
disclosure of information to stakeholders. 

Recommendations
Recognising the strengths of this Report, the Council would 
like to note certain aspects of information significance and 
completeness that are important for shareholders and are 
recommended for consideration in future reporting cycles. 
We suggest that the data provided in the Report is 
accompanied by analytics giving a clear picture of the factors 
that contributed to material changes of any performance 
indicators, whether positive or negative. This observation 
is applicable to the injury rate data and environmental 
protection costs provided in the Report. Addition of analytics 
will help understand Company processes better.
The report contains description of management approaches 
for the responsible supply chain and relationships with 
suppliers. For the completeness of data on this material 
aspect, we recommend that the Company include information 
about specific controls Severstal uses to monitor supplier 
activities, their compliance with corporate requirements and 
standards in occupational health, safety and environmental 
protection, and procedures used in this area.
The Report contains a brief contextual overview of the 
industry and the national and global economy. It is a good 
reporting practice that should be developed further. We 
recommend that the next Report include Company’s response 
to an evident trend towards the refusal of investors following 
responsible investment practices from assets using coal, and 

the steps taken by several European countries to develop low-
carbon economics precluding use of coal. 
The Report gives a detailed overview of Severstal’s social 
projects and programmes. This information could be more 
comprehensive if the Report included the criteria used to 
assess the efficiency of these initiatives and their social 
or environmental impact, as well as the results of these 
assessments. It would be useful to show the use of specific 
tools for practical assessment of the efficiency of social 
projects.
The Report shows the relationship between the Company 
operations and the UN Sustainable Development Goals. 
This approach seems relevant, and we suggest expanding 
this coverage in the next Report by showing how Group 
operations help achieve these global goals including specific 
issues targeted in the Transforming our world: the 2030 
Agenda for Sustainable Development document. 
Severstal demonstrates integrity and transparency, and keeps 
developing the reporting processes. To keep going in this 
direction, we recommend that Severstal include stakeholder 
engagement initiatives, such as report discussions and 
reviews, in its reporting practices. This will help maintain the 
relevance of disclosures and identify the aspects deserving 
special attention in any reporting year. Setting priorities will 
help balance and focus Report contents, and identify the 
topics requiring basic or extended coverage more accurately. 
We suggest maintaining consistency of information 
presented over multiple reporting cycles on the most 
relevant items. For example, management of greenhouse 
gas emissions and the results of Kyoto Protocol projects 
mentioned in the previous report could be presented in 
greater detail. The information on whether these projects are 
still on and if the Company maintains the same approach and 
vision in this area seems to be material. 
It should be noted that energy consumption data would 
be more comprehensive if energy balances are presented 
individually for each division (resources and steelmaking).
Since Severstal is integrating the principles of corporate social 
responsibility and sustainable development in its corporate 
governance, while actively implementing responsible business 
practices, we recommend that Severstal join the Social 
Charter of RSPP as a leading Russian business. It would also 
be useful to conduct a comprehensive self-assessment of 
Company operations and governance system for compliance 
with ISO 26000 standard (using RSPP recommendations on 
self-assessment) and to include its results in reports. 
RSPP Council for Non-Financial Reporting gives a positive 
opinion on this Report, supports the Company’s commitment 
to responsible business principles and notes consistent 
development of its reporting process, and hereby confirms 
that the 2016 Corporate Social Responsibility and 
Sustainable Development Report of Severstal has successfully 
received public affirmation.

Chairman of RSPP Council  
for Non-Financial Reporting     F. T. Prokopov

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