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Disclaimer 

Investor Day, 19 June 2012 

This document does not constitute or form part of and should not be construed as, an offer to sell or issue or the solicitation of an offer to buy or acquire securities of 

EVRAZ plc (ñEVRAZò) or any of its subsidiaries in any jurisdiction (including, without limitation, EVRAZ Group S.A.) (collectively, the ñGroupò) or an inducement to 

enter into investment activity. No part of this document, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any contract or 

commitment or investment decision whatsoever. No representation, warranty or undertaking, express or implied, is made as to, and no reliance should be placed on, 

the fairness, accuracy, completeness or correctness of the information or the opinions contained herein. None of EVRAZ, the Group or any of its affiliates, advisors 

or representatives shall have any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document or its contents or 

otherwise arising in connection with the document. 

 

This document contains ñforward-looking statementsò, which include all statements other than statements of historical facts, including, without limitation, any 

statements preceded by, followed by or that include the words ñtargetsò, ñbelievesò, ñexpectsò, ñaimsò, ñintendsò, ñwillò, ñmayò, ñanticipatesò, ñwouldò, ñcouldò or similar 

expressions or the negative thereof. Such forward-looking statements involve known and unknown risks, uncertainties and other important factors beyond the 

Groupôs control that could cause the actual results, performance or achievements of the Group to be materially different from future results, performance or 

achievements expressed or implied by such forward-looking, including, among others, the achievement of anticipated levels of profitability, growth, cost and synergy 

of recent acquisitions, the impact of competitive pricing, the ability to obtain necessary regulatory approvals and licenses, the impact of developments in the Russian 

economic, political and legal environment, volatility in stock markets or in the price of the Groupôs shares or GDRs, financial risk management and the impact of 

general business and global economic conditions. 

 

Such forward-looking statements are based on numerous assumptions regarding the Groupôs present and future business strategies and the environment in which 

the Group will operate in the future. By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on 

circumstances that may or may not occur in the future. These forward-looking statements speak only as at the date as of which they are made, and each of EVRAZ 

and the Group expressly disclaims any obligation or undertaking to disseminate any updates or revisions to any forward-looking statements contained herein to 

reflect any change in EVRAZôs or the Groupôs expectations with regard thereto or any change in events, conditions or circumstances on which any such statements 

are based.  

 

Neither the Group, nor any of its agents, employees or advisors intends or has any duty or obligation to supplement, amend, update or revise any of the forward-

looking statements contained in this document. 

 

The information contained in this document is provided as at the date of this document and is subject to change without notice. 
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Todayôs speakers 

Investor Day, 19 June 2012 

Alexander Abramov  

Chairman 

Giacomo Baizini 

Chief Financial Officer 

Pavel Tatyanin 

Senior VP 

International Business 

Alexey Ivanov 

VP Steel (Russia) 
Marat Atnashev 

VP Major Projects 

Alexander  Kruchinin 

VP Health, Safety and  

Environment 

Sir Michael Peat 

Senior Independent Director 
Alexander Frolov  

Chief Executive Officer 



Investor Day 
Welcome 

19 June 2012, London 

Alexander Abramov, Chairman 
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EVRAZ highlights 

Ä One of the largest vertically integrated steel and mining companies globally 

Ä One of the lowest cost steel producers in the world 

Ä Strong portfolio of growth projects in coking coal and iron ore mining 

Ä Unique and growing portfolio of value added products for infrastructure in Russia and 

North America - rails and pipes 

Ä Experienced management team with proven track record and strong execution skills 

Investor Day, 19 June 2012 
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Premium Listing 

Investor Day, 19 June 2012 

Ä The only steel stock in the UK FTSE All-Share index 

Ä Constituent of FTSE 100 and MSCI UK indices  

Ä Broadening shareholder base 

Ä Access to long-term capital 

Ä Increased liquidity 

Ä Commitment to highest standards of corporate governance 

EVRAZ is a London-listed company offering unique exposure 

to a combination of Russia, steel, iron ore and coal 



Investor Day 
Effective Corporate Governance 

19 June 2012, London 

Sir Michael Peat, Senior Independent Director 
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Board structure 

Alexander Abramov  
Chairman 

Duncan Baxter 
Independent  
Non-Executive Director  

Terry Robinson 
Independent  
Non-Executive Director  

Alexander Frolov 
Chief Executive Officer  

Karl Gruber 
Independent  
Non-Executive Director  

Eugene Tenenbaum 
Non-Executive Director  

Olga Pokrovskaya  
Non-Executive Director  

Eugene Shvidler  
Non-Executive Director  

Sir Michael Peat  
Senior Independent  
Non-Executive Director 

Corporate governance highlights 

Alexander Izosimov 
Independent  
Non-Executive Director  

Commitment to highest standards of corporate governance 

Ä Committed to highest standards of corporate 

governance and following the spirit of the UK 

Corporate Governance Code 

Ä Complies with guidelines to have at least 50% 

of the Board (excluding the Chairman) 

comprising independent directors 

Ä Majority of Independent Non-Executive 

Directors on all Board Committees: Audit, 

Nomination, Remuneration and HSE 

Ä All Committees are chaired by Independent 

Non-Executive Directors 

Ä Alexander Abramov remains Non-Executive 

Chairman due to his experience and 

contribution to EVRAZ  

Ä Clear division between responsibilities of 

Alexander Abramov, Non-Executive Chairman 

of the Board, and Alexander Frolov, Chief 

Executive Officer 

Ä Code of Business Conduct approved and being 

embedded throughout the Company 

Investor Day, 19 June 2012 
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My role as Senior Independent Director 

Ä Took up role in October 2011 

Ä Committed to act in full compliance with the UK Corporate Governance Code  

Ä Key responsibilities include: 
Á Taking an active role in the Boardôs agenda, including future strategy 

Á Providing engagement with executive management on the key issues affecting the Company 

Á Chairing the Nominations Committee 

Á Facilitating and strengthening the relationship between institutional shareholders and the Board 

Ä Planning to: 
Á Meet major shareholders to listen to their views and to help develop a balanced understanding of their 

issues and concerns 

Á Ensure shareholdersô views are regularly communicated to the Board 

Á Be accessible to shareholders and other stakeholders when appropriate 

Á Evaluate and appraise the performance of the Chairman 

Investor Day, 19 June 2012 



Investor Day 
Strategy for Future Growth 

19 June 2012, London 

Alexander Frolov, Chief Executive Officer 
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EVRAZ in brief 

Ä Global top-20 steel producer based on crude steel production of 16.8 million tonnes in 

2011 

Ä  102% self-covered in iron ore and 56%* in coking coal as of 2011 

Ä  2011 consolidated revenue of $16.4bn ; EBITDA of $2.9bn 

Ä $1,281m of capex in 2011 

Ä  Total debt as at 31 December 2011 of $7.2bn, net debt/LTM adjusted EBITDA of 2.2x 

Ä Resumption of dividend payments with $491m of interim and special dividends in 

October 2011 and announced final dividend for 2011 of $228m                   

Ä Redomiciliation in the UK and shares listed on the Premium segment of the London 

Stock Exchange since 7 November 2011 

Ä  Constituent of FTSE 100 index since December 2011 and the only steel stock in UK 

FTSE All-Share index 

Ä  In May 2012 EVRAZ was included in MSCI UK and MSCI World Indices 

Investor Day, 19 June 2012 

*Excluding production of Raspadskaya Coal Company, EVRAZôs equity investment 
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2011 financial summary 

 1 EBITDA represents profit from operations plus depreciation and amortisation, 

impairment of assets, revaluation deficit, foreign exchange loss (gain) and loss 

(gain) on disposal of PP&E.  

 2 The total dividend for the period of $0.24 consists of a final dividend of $0.17 to be 

paid by EVRAZ plc and an interim dividend equivalent to $0.07paid by Evraz Group 

S.A., but excludes a special dividend equivalent to $0.30 paid by Evraz Group S.A.  

 3 As at the end of the reporting period; short-term debt includes current portion of 

finance lease liabilities 

 4 Here and throughout this presentation segment sales data refers to external sales 

unless otherwise stated 

Investor Day, 19 June 2012 

$m unless otherwise stated  2011 2010 Change 

Revenue 16,400 13,394 22% 

Gross profit 3,927 3,075 28% 

EBITDA 1  2,898 2,350 23% 

EBITDA margin 18% 18% 0% 

Net Profit 453 470 (4)% 

EPS (US$) 0.36 0.39 (8)% 

Dividends for the period (US$ per share) 2  0.24 -- 

Net Debt 3 6,442 7,184 (10)% 

Short-term Debt 3   626 733 (15)% 

Steel sales volumes 4 (ô000 tonnes) 

 

15,492 15,506 0% 
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CIS 

EU-15** 

USA & Canada 

S. Africa 
EVRAZôs presence 

GDP Growth,  

2011-16, CAGR, % 

Steel Cons. Growth, 

2011-16, CAGR, % 

World total 

2.9 
4.2 

2.9 3.1 

1.4 1.6 

4.0 
6.1 

3.8 4.0 

Expected global steel consumption growth at 4.2% CAGR* 

Ä EVRAZ is well-positioned in sustainable markets with steel consumption outperforming GDP growth 

Investor Day, 19 June 2012 

 * Source: Worldsteel, 

EVRAZ estimates 

 

 ** EU15 comprises the 

following countries: 

Austria, Belgium, 

Denmark, Finland, France, 

Germany, Greece, Ireland, 

Italy, Luxembourg, 

Netherlands, Portugal, 

Spain, Sweden, and the 

United Kingdom 

World steel consumption growth*, 2011-2016 
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-2

47

122

2005 2010 2015E

275

613

945

2005 2010 2015E

Market is facing value shift from steelmaking to mining 

Ä China has become a major net 

importer of raw materials 

Investor Day, 19 June 2012 

 * Source: Morgan Stanley, EVRAZ estimates 

 ** Steel = HRC Europe EXW, Iron ore = Lump 63.5% Fe FOB Australia, Coking coal = HCC FOB Australia 

Ä Raw material producers have  

extensive market power  

Ä Raw material prices have 

increased significantly and 

outperformed steel 

70%

China import*, mt Raw materials consolidation*, 2010 

Top 5 producers share in global seaborne market 

 

Steel vs. raw material prices*, $/t 

80%

294

716

39

219

2000 2010

Steel**, $/t Coking Coal**, $/t

294

716

36

212

2000 2010

Steel**, $/t Iron ore**, $/t

Coking coal 

Iron ore 

40% 62% 65% Of seaborne market 

Of seaborne market 18% 31% 
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* 

Vertical integration is a key success factor 

Ä Vertical integration has become critically important 

Investor Day, 19 June 2012 

 * ʉalculated on the basis of (EBITDA ʭ demand / production) for 12 large Russian regions. EBITDA is based on historical minimum and maximum data for the regionôs largest 

companies, broken down by product and region. Source: McKinsey 

 ** Not incl. share in Raspadskaya 

Ä EVRAZ is highly integrated in raw materials 

Value distribution along chain* 

100% = Accumulated EBITDA of the industry players  

EVRAZ self-coverage 

Coking coal** Iron ore 

81% 78%

61%

35%

11%
7%

22%

39%

8%
15% 17%

26%

1995 2000 2005 2008

Steel Coking coal Iron ore

102%

120%

2011 Target 2016

56%

130%

2011 Target 2016
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Leadership in geographical and product markets 

Ä Global steel industry is tending towards consolidation 

Investor Day, 19 June 2012 

 * Source: BCG, EVRAZ estimates 

 ** Excluding semi-finished products sales to third parties 

Ä EVRAZ is in the top 3 in most of its markets of 

presence 

Á Total sales in these markets 5.3 Mtpa, which constitutes 

45% of EVRAZ total rolled products sales** 
Share of the top 5 crude steel producers* 

2011 EVRAZ market place and total sales in the market 

World 

CIS North America 
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ERW 

Pipes 
#2 270 

Channels 

/ Angels 
#1 1140 LD Pipes #1 180 

Beam #1 820 

 

13% 15%
18% 18%

1995 2000 2005 2010

World

42%
50% 49% 53%

1995 2000 2005 2010

CIS

32% 32%
48%

74%

1995 2000 2005 2010

N. America
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Average steel slab cash cost by region, EXW 

$/metric tonne 

Semis cash costs of Russian steelmakers*, 2011 
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Focus on preservation of low cost position 

Ä Russia & CIS have a unique low cost position in steel production 

Ä EVRAZ is one of the lowest cash cost steelmakers in Russia & CIS 

Investor Day, 19 June 2012 

 * Sources: World Steel Dynamics, Chermet, Metalexpert, Ministry of Economic Development, EVRAZ estimates 

 ** Price of intergroup raw materials = cash costs + railway tariff   

Forecast growth of input costs in Russia 

Electricity Natural gas 

Railway tariffs 

100%

150%

2011 2015E

100%

160%

2011 2015E

100%

190%

2011 2015E

 

 

ÄSuperior growth of natural monopoliesô tariffs in the CIS 

is a challenge 
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Trend EVRAZ reaction 

Ä Value shifted to upstream due to Chinaôs 

fundamental lack of resources 

Ä Superior growth of mining business 

Ä Moderate growth rate in steel 

consumption globally due to uncertain and 

unstable economic environment 

Ä No substantial increase in steel production 

Ä Focus on value-added products in key markets 

of presence: Russia and North America 

Ä Expected growth of natural gas, electricity 

and railway tariffs in Russia above inflation 

Ä Focus on cost-saving projects and operational 

improvements 

Response to key market trends 

Investor Day, 19 June 2012 

Strategy for Future Growth 
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Health, Safety & 

Environmental (HSE) 

Human  

Capital 

Customer 

Focus 

Growth 

2016 key targets 

E
V

R
A

Z
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g
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s
 

EVRAZ 

Business 

System 

5 key strategies and 2016 targets 

Investor Day, 19 June 2012 

Ä Group EBITDA of $5bn 

Ä Iron ore product sales of 22 Mtpa, coking coal of 15 Mtpa  

Ä Eliminate production losses due to unplanned machine downtime 

Ä Decrease cash cost by 4% a year (in real terms) 

Ä Increase customer base by 15% a year 

Ä Decrease customer claims and orders delivered not in full or not on time by 50% 

Ä 100% of middle management covered with development programme 

Ä Create a pool of successors for middle and top management 

Ä Prevent fatal accidents at EVRAZ sites 

Ä Eliminate non-compliance environmental levies 
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Area Vision Growth metrics 

Iron 

ore 

Ä In the medium term development of key iron ore assets: KGOK and 

Evrazruda 

Ä In the long term - Tayozhnoye (JV with Alrosa, part of Timir project) 

 

Coking 

coal 

Ä Yuzhkuzbassugolôs raw coal production up to 13.7 Mtpa due to 

operational improvements and investments in Yerunakovskaya and 

Alardinskaya Mines  

Ä Mezhegey Phase 1 project +1.3 Mtpa of high-grade raw coking 

coal 

 

Value-

added 

products 

Ä In rolled products EVRAZ will focus on high value-added products: 

Á Global expansion in railway products 

Á Captive growing tubular market in North America 

 

Growth through iron ore, coking coal and value added products 

Investor Day, 19 June 2012 

19
22

2011 Target 2016

Saleable iron ore products, 
Mtpa

6

15

2011 Target 2016

Raw coking coal, Mtpa

2.0
2.5

0.6

0.7

2011 Target 2016

Global sales of railway and 
tubular products, Mtpa

Tubular

Railway
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FOTO EXAMPL

E 

EXAMPL

E 
EXAMPL

E 

Pipeline of key investment projects 

Investor Day, 19 June 2012 

 * Development capex spent in 2012 and after 

 ** Given depletion, volume increase will be 2.7 Mtpa  

Rolled Products ZSMK & NTMK - Rail & Beam Mill Reconstruction 2012 220 +340

Costs Reduction
NTMK and ZSMK - Pulverised Coal Injection technology 

implementation
2012 144 +230

Iron Ore
KGOK - Sobstvenno-Kachkanarskoye deposit development 

(life of mine increase by ~150 years: +8.6 bn t of ore 16-17% Fe)
2012-20 150 +2

Coking Coal Yuzhkuzbassugol - Yerunakovskaya Mine construction 2013 360 +190

Coking Coal Mezhegey Phase 1 2013 190 +70

Rolled Products Yuzhniy & Vostochniy rolling mills - Greenfield in CIS 2013 190 +70

Iron Ore Evrazuda - production increase at Abakan mine 2012-16 190 +70

Iron Ore Tayozhnoye development 2017 1900 +450

Coking Coal Mezhegey Phase 2 2018 1600 +500
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Volumes 

impact

0.7 mtpa

2.7 mtpa

2.0 mtpa

1.3 mtpa

0.9 mtpa

2.0 mtpa

7.0 mtpa

5.6 mtpa

Incremental 

capex*, $m

Incremental 

annual EBITDA, 

$m
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Status Area Project Launch
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Project status 
Capex, 

total 

Incremental  

EBITDA 
per annum 

Comments 

Final stage of 

completion 
$365m 

2012 

+$570m 
Starting 2014 

In 2012-13 EVRAZ will accomplish PCI projects 

and rail mills reconstruction which are expected 

to add $480m EBITDA in 2013 

In progress $1,450m 
2012-2015 

+$1,000m 
Starting 2016 

Focus on mining base enhancement and value-

added products 

 

Total  $1,815m 
2012-2015 

+$1,570m 
Starting 2016 

Target 2016 EBITDA $5bn 

 

Under consideration $3,700m +$1,000m 

EVRAZ also possesses a good portfolio of 

investment projects where the timing of 

implementation will depend on market 

conditions and infrastructure readiness 

First expected EBITDA impact from current projects in 2013 

Investor Day, 19 June 2012 
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Area Strategic targets Comments 

Growth  
Investment of US$2bn per annum in capex 

and acquisitions to achieve targeted 

EBITDA in 2016 of $5bn 

Financial stability  Medium to long-term leverage ratio (Net 

Debt/EBITDA) not greater than 2.0x 

Dividends  Pay not less than 25% of net income as 

dividends 

Average 

2005-2010 
Target 

CAPEX 

M&A Inv. 

Average 

2005-2010 
Target 

Average 

2005-2010 
Target 

CAPEX and M&A, $bn 

Net Debt / EBITDA 

Dividends as a % of Net Income 

Balance between growth, financial stability and dividend payout 

Investor Day, 19 June 2012 

38%

>25%

2.2x
2.0x

0.7
1.5

1.6
0.5
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Summary  

Investor Day, 19 June 2012 

Ä Global steel demand is expected to grow at approximately 4% CAGR in the next 5 

years 

Ä Value shift towards upstream making vertical integration even more important 

Ä EVRAZ will deliver growth through iron ore, coking coal and high value-added steel 

products 

Ä Strong portfolio of investment projects expected to impact EBITDA positively from 2013  

Ä Maintain balance between investments, financial stability and dividend payout 

 



Investor Day 
Focus on Health, Safety and Environment 

19 June 2012, London 

Alexander Kruchinin, VP Health, Safety and Environment 
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Ä Fatality prevention  

Ä Injury rate (LTIFR) reduction of 20% 

compared to 2011 

Ä Environmental levies and taxes not 

exceeding planned levels 

HSE - current situation 

Investor Day, 19 June 2012 

Ä Increased focus on HSE since summer 2010 

Ä HSE function established at HQ (reporting directly to CEO) 

Ä Active HSE Committee:  

Á Members: Karl Gruber (Chairman), Alexander Frolov and Terry Robinson 

Á Makes recommendations to the Board and management on health, safety and environmental issues and 

reviews their implementation 

Ä Remuneration of top executives linked to safety performance 

LTIFR comparison 2009-2011* HSE goals for 2012 

0,80 

1,90 

2,69 

3,80 

4,05 

0,56 

1,47 

1,82 

2,40 

3,20 
3,30 

0,44 

1,55 1,46 

1,86 

3,20 

1,80 

Tata Steel Kazakhmys ArcelorMittal EVRAZ Anglo
American

Rio Tinto

2009

2010

2011

 
* Source: Companiesô reports 
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Safety at mines is a priority 

Investor Day, 19 June 2012 

ÅPreventive de-gassing in existing deposits 

ÅDevelopment of low methane concentration deposits 
Natural methane concentration 

in underground coal mines 

ÅMonitoring of potentially flammable coal mines 
Spontaneous ignition of coal 

reserves 

ÅInstallation of twice the number of rock condition monitoring 
devices as is obligatory 

Rock collapse in mining 
tunnels 

ÅInstallation of fall prevention systems at all EVRAZ locations: 
replacement of railings, improved anchor points etc 

Å>$35m spent on modern personal protective equipment: 
helmets, goggles, overalls, boots in all group locations 

Danger of falls and other 
accidents in the work place  

Risk EVRAZ action 
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76,7% 

90,1% 

100,0% 

0% 25% 50% 75% 100%

2011

2010

2009

Reducing our impact on the environment 

Investor Day, 19 June 2012 

 *  Including: Nitrogen Oxides NOx, Sulphur Oxides SOx, Dust and Volatile Organic Compounds (VOC) 
 **  The rate between amount of waste recycled or used vs. annual waste generation, not including mining waste. Exceeding 100% due to recycling of prior periodsõ waste.  
***   Data for previous years N/A 

Air emissions*:  23% reduction between 2009 and 2011; 

   to be decreased by 5% in the next 5 years 

Waste management:  109.6%  of non-mining waste recycled** or used in 2011 vs. 96.6% in 2010; 

   target of at least 100% p.a. in the next 5 years 

Water use***:   15% decrease in fresh water consumption in the next 5 years 

 

Air emission dynamics* Fresh water intake by sources, 2011 
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Summary 

Ä Focus on safety helped to reduce accident rates in the last three years 

 

Ä Continuously addressing potential safety risks to further reduce accidents 

 

Ä Investment in cleaner technologies and recycling strategies is helping to reduce our 

impact on the environment 

Investor Day, 19 June 2012 



Investor Day 
Growth in Mining 

19 June 2012, London 

Marat Atnashev, VP Major Projects 
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EVRAZôs Russian mining operations - overview 

Investor Day, 19 June 2012 

 * EVRAZ owns 41% indirect equity interest 

 ** EVRAZ estimates, given target level of production 

KGOK 

Operating iron ore mining 

Operating coking coal 

Steel mills 

VGOK 

Yuzhkuzbassugol 

Raspadskaya Evrazruda 

Coking coal 

Nakhodka port 
EVRAZôs port 

Iron ore 

NTMK 

ZSMK 

Asset Production of 

saleable iron 

ore, 2011 

Projected 

reserves 

depletion** 

KGOK 10 Mtpa 2180 

Evrazruda 5 Mtpa 2040 

VGOK 2.4 Mtpa 2035 

Asset Production 

of raw 

coal, 2011 

Projected 

reserves 

depletion** 

Yuzhkuzbassugol 6 Mtpa 2100 

Raspadskaya* 6.3 Mtpa n/a 
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Raw materials base expansion - existing assets & Greenfields   

Investor Day, 19 June 2012 

KGOK 

Operating iron ore mining 

Operating coking coal Steel mills 

Iron ore Greenfield 

Coking coal Greenfield 

VGOK 

Mezhegey 

19
22

29

2

7

Production
2011

Target  2016 Target 2020

Tayozhnoye  

Current 

assets 

development 

Greenfield 

Iron ore production targets*, Mtpa Coking coal production targets, Mtpa 

Phase 1 

Greenfield 

Current 

assets in 

development 

Phase 2 

Greenfield 

EVRAZôs port 

Coking coal handling capacities, 

Mtpa 

NTMK 

2.7
5.0

2.3

2011 Target 2016

6

16

22

9

1

6

Production
2011

Target  2016 Target 2020

Nakhodka port 

Yuzhkuzbassugol 

Raspadskaya Evrazruda 

ZSMK 

* Numbers do not add to totals due to rounding 



32 

96

2

27

67

Target  2016

Iron ore - current asset expansion projects 

 * Capex to be spent in 2012 and after 

 ** Volumes accounts depletion of resources 

 *** Additional EBITDA after reaching a full capacity 

Investor Day, 19 June 2012 

Ä Reaching and retaining optimal production level of 10.0 Mtpa 

(9.6 mtpa in 2016) of saleable iron ore products; on track 

Ä Development of Sobstvenno-Kachkanarskoye deposit  will 

increase life of KGOK by ~150 years (8.6 bn t of ore 16-17% Fe) 

Ä Total development capex* $150m 

 

KGOK - Sobstvenno-Kachkanarskoye deposit development 

Ä Build-up capacity of Siberian iron ore assets (up to 4.8 Mtpa in 

2017) to secure ZSMK with own iron ore; on track 

Ä Launch 2012, reaching full capacity in 2016 

Ä Total capex* $60m 

 

Evrazruda - production increase at Sheregesh mine 

Ä Abakan mine reconstruction to triple its output by 2017 (up to 6 Mtpa) 

Ä Launch 2012, reaching full capacity in 2016 

Ä Total capex* $190m 

Evrazruda - production increase at Abakan mine 

1 

2 

3 

Volumes impact**, Mtpa of saleable iron ore 

Target EBITDA impact***, $m 

1 

2 3 

1 

2 

3 

Depletion 

at KGOK 

19.3
21.5

2.6 2.7

0.9 1.1

Production
2011

Target  2016



33 

Tayozhnoye  

Iron ore - Tayozhnoye Greenfield (Timir JV)* 

Ä A world class iron ore Greenfield with unique access to infrastructure (railway & electricity) 

Ä Ensures ZSMK self-sufficiency and cost competitiveness in the long run  

Investor Day, 19 June 2012 

  * JV with Alrosa, part of Timir project 

 ** Source: EVRAZ estimates 

 *** Additional EBITDA after reaching a full capacity 

Project key parameters Volumes impact, Mtpa of saleable iron ore 

Target EBITDA Impact***, $m 

Ä 350 mt fully explored reserves for open pit mining 

Ä High quality of iron ore Fe 38-40% 

Ä Target production volume at 7 Mtpa 

Ä Total capex of $1.9bn 

Ä Existing infrastructure (4 km to railway, 6 km to power grid) 

Ä Scoping study in progress 

19

26
7

Target 2016 Target 2020

Location of the deposit 

109

559

450

Target 2016 Target  2020
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KorGOK

KGOK

MGOK

Tayozhnoye

LGOK

Tayozhnoye vs. Russian and international benchmarks* 

Investor Day, 19 June 2012 

  * Source: Equity research reports, company presentations, EVRAZôs estimates 

Best iron ore Greenfield in Russia, competitive with international peers 

Capital intensity 

$/t of total final product during LOM 

Fe Ore grade 

LOM cash cost vs. Greenfields  

EXW, $/t 

Tayozhnoye depositôs cash costs vs. Russian peers 

2011 EXW, $/t 
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6.3

13.7

3.5

2.0

1.9

Production
2011

Target  2016

510

240

190

80

Target  2016

Coking coal - current asset expansion projects 

Ä Reaching production levels of 9.8 Mtpa of coking coal 

Ä Launch 2012, reaching full capacity in 2015 

Ä Total capex* $50m 

 

Investor Day, 19 June 2012 

 * Capex to be spent in 2012 and after 

 ** Additional EBITDA after reaching full capacity 

Yuzhkuzbassugol - operational improvements and 

implementation of new technology 

Ä New 2 Mtpa coking coal mine in Novokuznetsk region; on track to 

deliver first production in H1 2013 

Ä Launch 2013 

Ä Total capex* $360m 

Ä Cash costs (at target volumes) ~45-50 $/t 

Ä Methane content 5-10 m3 /t 

 

 

 

Yuzhkuznassugol  -  Yerunakovskaya mine construction 

Ä Purchase of new longwall equipment (reaching 3.2 Mtpa of coking coal) 

Ä Launch 2012 

Ä Total capex* $90m 

Ä Cash costs (at target volumes) ~50 $/t 

 

Yuzhkuzbassugol  -  Alardinskaya mine production increase 

1 

2 

3 

Volumes impact*, Mtpa of raw coal 

Target EBITDA impact**, $m 

1 

2 

3 

1 

2 

3 
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Mezhegey 

Location of the deposit 

Coking coal - Mezhegey Greenfield 

Ä World class coking coal deposit in the largest undeveloped coal province in Russia.  

Ä Logistics are a key challenge 

Investor Day, 19 June 2012 

  * Source: EVRAZ estimates 

 ** Additional EBITDA after reaching full capacity  

Project key parameters 

Volumes impact, Mtpa of raw coal 

Target EBITDA impact**, $m 

Ä Total reserves at 800 mt (JORC) 

Ä Infrastructure 
Á 400 km railway started in 2012 

Á 30 km to power grid 

Ä Phase 1ï1.3 Mtpa of raw coal 
Á Room-and-pillar mining with capex of $190m 

Á Coal truck haulage to Transib railway 

Á Launch 2013 

Ä Phase 2ï7 Mtpa of raw coal 
Á Mine with longwalls & beneficiation facilities construction 

Á Capex $1.6bn 

Á Coal transportation via railway or/and trucking 

Á Methane content 8 m3 / t 

14

21

1

6

Existing
assets

Target
2020

Phase 1 

Phase 2 

Phase 1 

Phase 2 510

1080

70

500

Existing
assets

Target
2020
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87

56

50

45

40

Vorkuta ugol

Sibuglemet

Raspadskaya

Yakutugol

Mezhegey

Mezhegey vs. international benchmarks* 

Investor Day, 19 June 2012 

  * Source: Equity research reports, company presentations, EVRAZ estimates 

Ä Higher grade coal in Russia and 

leading quality globally 

Ä Best cash costs in Russia 

Ä Methane content 8 m3/t compared to 

15-25 m3/t at Raspadskaya 

Mezhegey depositôs cash costs (Russian) 

2011 EXW, $/t 

Country Company Mine 
Ash 

% ad 

Total 

Moisture 

% ar 

Volatile 

matter 

% ad 

Sulphur 

% ad 

Russia EVRAZ Mezhegey  6.50% 9.00% 36.00% 0.44% 

Australia Anglo Moura 7.50% 10.00% 25.50% 0.47% 

Russia Mechel Yakutugol 8.00% 9.00% 30.00% 0.60% 

Russia Raspadskaya OJSC Raspadskaya 8.00% 9.00% 36.00% 0.50% 

Russia Mechel Elga 9.75% 8.50% 34.00% 0.23% 

Russia EPK EPK 10.00% 9.00% 30.00% 0.50% 

Mozam. Moatize Vale 10.50% 8.50% 21.80% 0.50% 

Mongolia Small TT #8 Tavan Tolgoi 14.00% 9.50% 18.00% 0.55% 

Mezhegey coal quality comparison 
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Summary 

Investor Day, 19 June 2012 

Ä Current mining portfolio ensures efficient growth in iron ore and coking coal (expected 

IRR in the range of 20-40%) 

Ä Expected 130% self-coverage in coking coal and 120% in iron ore by 2016 

Ä Exposure to best Greenfield opportunities in Russia (Timir in iron ore and Mezhegey in 

coking coal) 

Ä Sales to Asian seaborne raw materials market via Nakhodka Port  



Investor Day 
Russian Steel Modernisation 

19 June 2012, London 

Alexey Ivanov, VP Steel (Russia) 
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Leading Russian vertically integrated producer of long steel 

Investor Day, 19 June 2012 

 * Source: EVRAZ estimates 

 ** Price of intergroup raw materials = cash costs + railway tariff  

ZSMK 

NTMK 

NTMK production in 2011, mtpa 

Crude steel 4.3 

Long products 2.6 

Semis 1.5 

ZSMK production in 2011, Mtpa 

Crude steel 7.1 

Long products 4.1 

Semis 2.3 

Iron ore assets 

Coking coal assets 

Steel mills 

Semis cash costs*, 2011 

EXW, $/t** 

460
430

380

Russian peers
average

ZSMK NTMK
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Exposure to Russian and CIS construction markets 

Ä Sustainable growth in consumption of long products in Russia and CIS is ensured by  

Á necessity to modernise underinvested old infrastructure in Russia and CIS  

Á residential construction potential: 23sqm of house space per capita in Russia, compared with the 30-40sqm 

developed countries average   

Á large events in Russia (World Student Games 2013, Winter Olympic Games 2014, Far East and Siberia 

development, Football World Cup 2018) 

 

Investor Day, 19 June 2012 

 * Source: Goldman Sachs, EVRAZ estimates  

CAGR: 6.1%  

16.7 Mtpa 22.5 Mtpa 

Long products market in Russia in 2011, Mtpa Long products market forecast in Russia in 2016*, Mtpa 

0.8

3.9

1.2
10.8

Rails - EVRAZ sales Constructions - EVRAZ sales

Other - EVRAZ sales Long products - third parties

1.2

4.5

1.2

15.6

Rails - EVRAZ sales Constructions - EVRAZ sales

Other - EVRAZ sales Long products - third parties
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Increased contribution from value-added products 

Investor Day, 19 June 2012 

Vostochniy rolling mill (Greenfield): +0.45 Mtpa 

Ä Become No1 producer of long products in Kazakhstan 

Ä Product line: rebar, rod 

 

Yuzhniy rolling mill (Greenfield): +0.45 Mtpa 

Ä Increase sales of long products in the large and growing 

market (south region of Russia) 

Ä Product line: rebar, channels, rod 

 

Ä Increase in rail production capacity from 1.0 Mtpa up to 

1.5 Mtpa 

Ä Rail quality improvement ï satisfies technical 

requirements of all global markets  

 

EVRAZ to increase share of rolled products 

5,5 
6,4 

1,6 

2,1 

3,9 

2,6 

0,0

2,0

4,0

6,0

8,0

10,0

12,0

2011 Target 2016

Semis 

Railway 

products 

Construction 

+ other 

Contribution  

margin*, 2016 

5% 

35% 

30% 

10.9 Mtpa 11.1 Mtpa 

Rail mill modernisation at ZSMK and NTMK : + 0.5 Mtpa 

Construction of two new rolling mills: + 0.9 Mtpa 

Steel production 

at ZSMK & 

NTMK 

 

*     Contribution margin = (Product revenue ï Product variable costs)/Product revenue 
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40% 

30% 

20% 

10% 

90% 

10% 

Leader in the global rail market  

Ä Cost competitiveness due to vertical integration 

Ä High rail quality ï satisfy technical requirements of 

all global markets 

Investor Day, 19 June 2012 

 *  2011 is considered to be anomalously low. Brazil imported 0.6 Mtpa of rails in 2010. Long-term expectations above 0.5 Mtpa 

#1 in Russia 

1 Mtpa 

95% of Russian rail market 

#1 in USA 

1 Mtpa 

before  

modernisation 

1.0 mtpa 

1.5 mtpa 

after 

modernisation 

(starting from mid-2012)  

Modernised rail mill capacity 

Rail mill capacity in USA 40% of USA rail market 

0.5 Mtpa 

Import 

Arcelor 

Other 

EVRAZ 

Import 

EVRAZ 

Ä Russian railsô potential in new markets  

Á Sales to North America through existing sales network 

Á Brazil is a key emerging market with long-term import 

above 0.5 Mtpa 

 

 
EVRAZôs rail capacity and current market position Target markets for future penetration 

0.4 Mtpa 

0.2* Mtpa 

0.2 Mtpa 

0.3 Mtpa 

0.3 Mtpa 

N. America 

Brazil 

CIS 

Middle East & Turkey 

S.E. Asia 

0,2 mtpa Rail import in 2011 

Target markets for EVRAZ 
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Summary 

Ä Long term cost competitiveness due to vertical integration 

Ä Shift from semis to higher value-added products 

Ä Exposure to growing Russian construction market 

Ä Focus on global expansion of rails business 

Investor Day, 19 June 2012 



Investor Day 
Growth of the International Business 

19 June 2012, London 

Pavel Tatyanin, SVP International 
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Rationale for historic M&A 

Investor Day, 19 June 2012 

Ä Expand higher value downstream capacity and 

secure captive demand for Russian semis 

 

 

Á Stratcor 

Á Highveld Steel and Vanadium 

Á Nikom 

 

Á Ukrainian assets, 2.4 Mtpa of sinter ore 

 

Á Palini e Bertoli  

Á Vitkovice Steel 

Á Oregon Steel Mills 

Á Claymont Steel 

Á IPSCO 

 

Slab supply from Russia to captive 

customers, ktpa 

Ä Enhance mining platform   

 

Ä Become leading global player in vanadium 

markets 

 

EVRAZ M&A investment spend of 

$8.8bn in 2005-2008   

62% 

24% 

8% 
6% North America 

Ukraine 

South Africa 

Europe 

Capacity of finished 

products, Mtpa 

0,45 

0,45 

0,75 

0,85 

1 

1,5 

1,5 

Palini e Bertoli

Claymont Steel

Highveld Steel and
Vanadium

Vitkovice Steel

IPSCO

Oregon Steel Mills

Ukranian assets

2009 2011

696 

970 

Capacity of vanadium 

products, ktVpa 

1,5 

2,7 

7,6 

Stratcor

Nikom

Highveld Steel
and Vanadium
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Resilient and profitable asset base 

 

Investor Day, 19 June 2012 

 N/A       N/A      

 175    

 484    

 43    

-28    

 26    

2005 2006 2007 2008 2009 2010 2011

N/A       N/A      N/A      

 82    

-27    

 75    

 115    

2005 2006 2007 2008 2009 2010 2011

EBITDA*, EVRAZ North America, $m 

EBITDA*, EVRAZ Highveld, $m 

EBITDA*, EVRAZ Ukraine, $m  

EBITDA*, EVRAZ Europe, $m  

 99    

 242    

 344    

 175    

-81    

 7    
 28    

2005 2006 2007 2008 2009 2010 2011
  

 

 

*  Source: EVRAZ IFRS books. EVRAZ North America includes EVRAZ Inc. NA and EVRAZ Inc. NA Canada; EVRAZ Ukraine includes EVRAZ DMZ, Sukha Balka and coking 

plants; EVRAZ Europe includes EVRAZ Palini e Bertoli, EVRAZ Vitkovice Steel and attributable trading margin 

   

 

N/A       N/A      

 349    

 1 051    

 219    

 437     464    

2005 2006 2007 2008 2009 2010 2011
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Strong North American Business 

Investor Day, 19 June 2012 

Pueblo,	CO	

Claymont,	DE	

Chicago,	IL	

Headquarters	

Portland,	OR	

Regina,	SK	

Camrose,	AB	

Red	Deer,	AB	

Calgary,	AB	
Surrey,	BC	

Ä Diversified product portfolio, best positioned to benefit from increasing infrastructure spending  

Ä EVRAZ NA business is one of the most profitable steel businesses in North America 

Ä Vertical integration is supported through meeting 77% of slab requirements and 22% scrap requirements 
internally 

Ä NA steel markets offer attractive growth opportunities   EVRAZ NA sales mix 2011, % 

42% 

17% 

24% 

8% 

9% 

Coil + Plate 

Rails 

OCTG + 

LDP 

Other 

Plate + Coil

Pipe

Rails

EBITDA margin 2011, % 

        Legend 

Source: Companiesô reports 

Note. SSAB Americas includes LatAm 
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Leveraging #1 position in North American rail market 

Investor Day, 19 June 2012 

 

Ä Volumes to be expanded to 525 ktpa from current record level of 480 kt in 2011, still leaving enough room for 

import of EVRAZ rails from Russia 

Ä Increasing profitability by shifting mix from standard to premium (head-hardened) rails  

Ä Upgrade rail mill to meet or beat Japanese rail quality to gain market share from imports 

Ä Limited capex of $32m, which is expected to generate additional EBITDA of $35m from 2013 

 

   

 955 

1,220 
1,280 

SDI 

(270kt) 

ArcelorMittal 

(365kt) 

EVRAZ 

(455kt) 

2010 2020E 2030E Capacity 

2010 

1,090 

51% 

79% 
90% 

49% 

21% 
10% 

2007 2011 2014E

Standard

Premium

North American rail demand and domestic capacity, kt Rail mix, % 

Target to achieve 90% premium rail share by 2014  

 Source: EVRAZ estimates 
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Best positioned to benefit from energy boom in North America 

Investor Day, 19 June 2012 

Ä Strong market share in Western Canada, the Dakotas and Rockies that are emerging as centres of North 

American oil & gas renaissance 

Ä Increase heat treat and pipe finishing capacity in Calgary to 185 ktpa by 2013, which is expected to add $440 per 

tonne of EBITDA 

Ä Double in-house premium threading capacity in Red Deer by 27 ktpa by 2013 

Ä Increase OCTG pipe-making capacity by conversion of Portland structural tubing line into an ERW pipe line, which 

is expected to add approximately 200 ktpa  

Ä Limited capex in the amount of $57m, which is expected to generate additional EBITDA of $100m p.a. from 2014  

 

   

0,90 
1,23 

0,45 

0,63 0,42 

0,51 

Western 

Canada 

Bakken 

Rockies 

2010 

Volumes  

2015E 

Volumes  

1.77 

CAGR 

2010-2015E 

8 %  

9 %  

5 %  

2.37 

Market growth by region*, Mtpa Capacity expansion, ktpa 

 Source: Bain study, 2011 
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Pipeline projects 

Large Diameter Pipe business expected improvement in 2012-2014    

Investor Day, 19 June 2012 

Ä North American market expected to grow at 4.0% CAGR in 2012-2016 with strong pipeline of projects  

Ä EVRAZ well-positioned for growing Canadian demand, although market expected to be affected by overcapacity  

Ä EVRAZ is North Americaôs #1 Large Diameter Pipe producer by capacity and highest utilisation rates (Regina mill) 

Ä Repositioning of Portland mill to meet growing demand for thick-wall Large Diameter Pipe 

 

  

Note: Average capacity utilisation for North America LDP producers comprised 20% in 2011 

compared to 50% for Evraz Regina 

North American 2011 production capacity, ktpa 

Project Length, km Quantity, kt 

Enbridge - Flanagan South 1,195 291 

Enbridge ï Gulf Coast  702 255 

Enbridge - Line 6B all Phases 672 163 

Enbridge - Twining 672 163 

Enbridge ï South Access Phase 

2 504 125 

Woodland 411 100 

Seaway 747 182 

Northern Gateway (oil) 1,166 363 

Enbridge ï Alberta Clipper 632 127 

Kinder Morgan - TMX 1,599 318 

TOTAL         8,299   2,087 

Source: EVRAZ estimates 
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Unlocking value in our Ukrainian business  

Investor Day, 19 June 2012 

Average steel slab cash cost by region, Exw 

$/metric tonne 
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Ä Ukraine is a key location for steel production due to abundance of low cost raw materials and proximity to key 

markets 

Ä Integration now generally complete, hence we are ready to proceed with capital-driven value creation plan 

Ä $400+ million of additional value expected to be generated through standard upgrades that we have 

implemented successfully at our Russian mills.  

Á Pulverised coal injection (PCI) technology 

Á Blast furnace productivity improvement through new air separation unit and sinter screening 

Á Increase productivity of structural mill  

Ä PCI and Blast furnace productivity improvement will increase pig iron production from 860 ktpa to 1,350 ktpa by 

2014 and reduce billet cash costs by 19% to $533 per tonne 

Ä Approximately $130m of total capital investments in 2012-2014 with expected annual EBITDA impact of $100m 

 

 

  

EBITDA effect, $m 

Source: World Steel Dynamics 



53 

Summary 

Investor Day, 19 June 2012 

Ä Robust geographically diversified steel business with strong market share, focused on 

growth sectors 

Ä Strong presence in the mature markets offers unique growth opportunity  

Ä Turnaround of the Ukrainian business to unlock significant value 
 

 

 

  

 

 

  



Investor Day 
Financing the Growth 

19 June 2012, London 

Giacomo Baizini, Chief Financial Officer 
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Free cash flow generation in 2011 

Ä Solid cash flow from operating activities 

Ä Working capital released 

Ä Interest paid inflated by one-offs in 2011, stable going forward due to 

mostly fixed rate debt 

Ä Capital expenditure is major use of cash flow; can be flexed 

Investor Day, 19 June 2012 
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Project 

CAPEX 

spent 

to 2011 

CAPEX 

to be spent 

2012-2013 

Incremental  

EBITDA 

per annum 

Planned 

completion 
Comments 

NTMK and ZSMK 

pulverised coal 

injection 
$167m $144m $230m 2012 

Decreased consumption of coking 

coal by 20% and elimination of 

natural gas in the blast furnace 

process 

ZSMK and KGOK 

power plant 

development 
0 $143m $70m 2014 

Increased own electricity generation 

to substitute purchase from the grid, 

with tariffs rising >10% per year 

Expected EBITDA impact from cost reduction capex 

Investor Day, 19 June 2012 

Ä Group energy costs in 2010 were $1.1bn 

Ä PCI and power plant development expected to provide an incremental EBITDA impact 

of $290m per year once implemented 

Ä These are investments that we plan to complete regardless of the wider operating 

backdrop 
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Capex scenarios 2012-2016 

We have flexibility in our capex: our target is to invest in longer term development 

starting from 2013, but most of that investment can be delayed in case business 

outlook is negative (conservative scenario) 

Investor Day, 19 June 2012 

 * Maintenance assumed as $500m in 2012 and increasing 5% per year 

 ** EBITDA impact of each individual project is as assumed in the base case for both scenarios.  The total impact is the same in both scenarios since the additional capex of the 

Target scenario would have EBITDA impact only after 2016 

100 800 1,500 1,500 1,600 

Maintenance* 

Conservative 

scenario 

Target 

scenario 

-200

0

200

400

600

800

1 000

1 200

1 400

1 600

1 800

2008 2009 2010 2011 2012 2013 2014 2015 2016

Budgeted 

$1,500m 

US$ million 

EBITDA impact** 
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Target 

Net leverage scenarios* 2012-2016 

Ä 2012 may see rising leverage, 

but we expect the group to be 

able to deleverage in the 

following years through 

positive cash flow generation 

 

Ä The rate at which we will 

reach our target leverage of 

below 2.0x will depend on the 

wider market for our products 

and the use of the cash 

generated 

Investor Day, 19 June 2012 

 * At end of year, based on net debt at 31 Dec 2011 of $6.6bn as measured for the purposes of covenant compliance (not IFRS) and EBITDA and cash flow from scenarios, 

assuming all cash is retained, i.e. assumes no payment of dividends. EBITDA impact of investments in conservative scenario is assumed at 50% of base case 

 -

 0,5

 1,0

 1,5

 2,0

 2,5

 3,0

 3,5

2011 2012E 2013E 2014E 2015E 2016E

Target 

Conservative 

Target net leverage <2.0x 
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Debt maturity profile as of 1 June 2012 

Investor Day, 19 June 2012 

Ä There are limited refinancing needs in 2012 

Ä Refinancing needs in 2013 are $1.1bn 

Ä After 2013, next large repayment is not until Q4 of 2014 

 -

 500

 1 000

 1 500

 2 000

2012 2013 2014 2015 2016 2017 2018 2019-
2023

Q4

Q3

Q2

Q1

US$ million 
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Managing liquidity and financing the growth 

Ä The 2013 maturities of $1.1bn 

are covered by current financing 

 

Ä For the large greenfield mining 

projects we are exploring non-

recourse project financing as an 

option 

 

Ä In any case, we do not anticipate 

difficulties in sourcing the 

necessary financing for our 

strategy 

Investor Day, 19 June 2012 

 * Cash on accounts approx. $700m, estimated less than $400m needed for working capital 

 ** Export credit agencies 

 *** Estimate, undrawn committed and uncommitted lines on 1 June 2012 

Source of financing Amount 

Cash* 300 

Undrawn lines on 1 June 

2012** 

800 

Project financing (in 

negotiation) 

150 

ECA*** backed loans available 100 

Bilateral lines being finalised 150 

TOTAL 1,500 

US$ million 



61 

Summary 

Investor Day, 19 June 2012 

Ä Solid financial position 

Á Excellent liquidity 

Á Low short-term debt 

Á Flexibility in capex spend 

 

Ä 2012 a turn-around year, leverage may rise, but from 2013 expect positive cash flow in 

most scenarios 

 

Ä Target leverage of below 2.0x in the medium term 

 

Ä Many sources of financing available for growth, including project financing 
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A balanced strategy for growth 

Investor Day, 19 June 2012 

Ä Premium Listing and effective corporate governance to ensure value creation for 

shareholders 

 

Ä Targeting growth through iron ore, coking coal and high value-added steel products 

 

Ä On-track to deliver on strong investment projects portfolio, with positive contribution to 

EBITDA and cash flow expected from 2013 

 

Ä Focus on HSE matters demonstrates our commitment to corporate social responsibility 

 

Ä Strategy focused on a balance between investments, financial stability and dividends 

while responding to changes in the macroeconomic environment 



Investor Day 
Thank you for attending! 

19 June 2012, London 


