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A new phase of the Production
System has been launched at
NLMK Kaluga. The site will trial best
international practices, and those
that prove to be most efficient will
be rolled out across all production
facilities. The Production System has
saved NLMK Group more than half
a billion dollars over the past three
years. Many operational processes
have been refined. Now that some
major initiatives have been put in
place, the right production culture is
required to achieve stable growth.
This means perfecting every single
element of the production cycle on

Work smarter, not harder

a day-to-day basis, with each and
every employee playing their part.
A team made up of executives
and experts from the company
and the operational efficiency
team, alongside representatives
from Novolipetsk and Stoilensky,
has been put together at NLMK
Kaluga. Following the project’s
launch, their job will be to ensure that
employees from all Group divisions
gain a thorough understanding of
the initiative.

Tatyana Averchenkova,
Vice President for Operational
E ciency, summarized the objectives

Event of the Year

NLMK Group launches one of the largest pelletizing facilities in Europe

On the 29" of November, NLMK Group
successfully launched its pelletizing plant
at Stoilensky, the key investment project
of its ‘Strategy 2017'. The pelletizing
plant opening ceremony was attended by
employees and partners of the company
and a number of dignitaries, including
Russian Prime Minister Dmitry Medvedev
and Denis Manturov, Russian Minister of
Trade and Industry, as well as Chairman
of NLMK Group's Board of Directors

Vladimir Lisin and NLMK Group CEO
Oleg Bagrin.

This high-tech facility took two years
to build. The active phase of the project,
which is the largest in its region, began
in 2014 and required a total investment
of around $680 million.

The best available technology
and equipment was selected during
the design phase. The largest induration
furnace in Europe ensures the plant’s high

of this new phase: "The essence
of any production system should

not be about making people work
more, but about teaching them to
organize their daily work routines,
prioritize tasks and simplify decision
making. We need to create a work
environment where everyone can be
heard, and where their opinions and
proposals truly matter. This will help
us improve in fundamental areas, give
people clear work roles and improve
the e ciency of operations.

Itis important not to be afraid of
making mistakes, and we do not want
to play the blame game. Our goal is to
help prevent potential mistakes from
occurring or to make sure they are
corrected quickly."

Stoilensky's Pelletizing Plant

performance at 780 tonnes of pellets
produced per hour. The Stoilensky plant
is the first in the Russian metals and
mining industry to use high-e ciency
hyperbaric filters to remove fluid during
the processing of ore.

The concept behind the design
of the pelletizing plant is that of an
environmentally friendly, waste-free
facility, in which waste charge material
and captured dust are fully recycled.
Ahighe ciency dedusting system
captures up to 98% of emissions.

The project has created
270 new jobs.

Renaud Moretti new CEO
of NLMK Europe Strip

NLMK Group is pleased to announce
Renaud Moretti as the new CEO

of NLMK Europe Strip, the division
which includes NLMK La Louviére,
NLMK Strasbourg and the service
centre NLMK Manage.

The division was previously
managed by Ben de Vos, who is
now holding the position of CEO of
NLMK International, the company
which manages NLMK Group’s
international operations.

Ben de Vos, Chairman of
NLMK International Management

Board, said: "Renaud Moretti’s
vast production experience will
ensure that work on continuous
improvement and increasing
operational efficiency that we
initiated at NLMK Europe in recent
years and which is already yielding
solid results, will continue.

The division’s labour
productivity over the last 5 years
increased by 70%, while costs
were cut by 20%. We wish Renaud
Moretti every success in his new

Increasin

] our presence
in South

merica

NLMK Group now has an office in Lima (Peru)

Having storage facilities in Peru will

be important not only in helping

the company to reinforce its position on
the country’s growing market, but also in
opening up convenient shipping routes
to the Pacific coast of South America.
We have already been supplying NLMK
Clabecq products to some mechanical
engineering companies in the region.
In Peru, we will be focusing on providing
steel plate for equipment manufacturing
and wear-resistant components for

the mining industry. The company will
also be offering premium products:
Quard abrasion-resistant steel and
Quend extra-high-strength steel.

“Peru only has one manufacturer
making steel plate comparable to

ours. By supplying high-quality metal
products to mechanical engineering
companies, NLMK Group will make
them more competitive. At present,

the Peruvian market for abrasion-
resistant and high-strength steel is at
15,000-20,000 tonnes a year. We plan
to increase our share of this market by
up to 30% over the next five years, and
to strengthen our presence in the Pacific
coast region of South America,” said
NLMK Group’s Vice President for Sales
Ilya Guschin.



Ben de Vos,
Chairman of the Management Board,
NLMK International

An important achievement of 2016 was
setting up a management structure for
our international facilities. The progressive
improvement of spreads on the European
and US markets has supported

an improvement in results. This has been
especially remarkable in the US where we
have had a very good year.

With our exit from the electro-
galvanizing business in France, we've
concluded the restructuring process of
the European Strip business that we
launched in 2012. We've now moved
into the growth phase for this division,
increasing the production of hot rolled,
hot dip galvanized and pre-painted
products.

NLMK International

One of the biggest projects in
the European Strip business in 2016 was
aimed at increasing the HSM coil size at
La Louviere: coil weight increased by 8%,
and there were significant productivity gains
throughout the chain.

We have seen operational efficiency
improvements in Europe lagging behind
our ambitious targets and this will be
a big focus in 2017. Improved failure
analysis and maintenance processes
will be key to setting us on a long-term
improvement path.

By improving capacity utilization in
the EU and USA, the international division
can contribute to Group growth in value
added sales and structural EBITDA growth.
A number of projects have been initiated

Sergej Mezinoy,
Engineer, Technical Department,
DanSteel:

Our main achievement is that
we're reducing energy costs. You
only have to look at our energy
consumption and our natural gas
consumption to see the impact.

If you observe the performance of
the plant overall, you can tell we're
on the right track: our output is
growing; we're adding new grades
of steel; and we're running long-
term development programmes.

in this regard: in the USA we are starting up
our second HDG line. In addition to this, our
team plans to grow sales in Europe through
organic growth of our market share.

NLMK La Louviere increases coil weight by 8%
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Bob Miller,
President, NLMK USA

In the USA, the most important event
was our approval to move forward

on the Walking Beam Furnace in
Pennsylvania. This project, which is part
of our capital expenditure development
program, is very important for the future
of our business. The new furnace will
replace three older pusher type furnaces.
These outgoing furnaces will not have to
be stopped during the works as the new

furnace will be located in a different
position, which means that the transition
will be seamless for our customers. This
investment will allow us to increase quality,
boost our energy efficiency, and save costs,
which will ensure the long-term viability of
our operations. The growth that is planned
will require Farrell to purchase more slabs
from NLMK Lipetsk.

Another project worth mentioning is
our canopy project. With the installation
of a new de-dusting canopy in December,
NLMK Indiana is fully compliant with all
environmental standards and has increased
its emissions capture. In addition, we are
currently looking at all option to increase
our pickle line capacity at Farrell.

Overall, the USA market has been strong

in 2016. We expect demand and pricing
to be favorable into 2017. We will be
expecting continued improvement in our

operations and positive margin contribution.

Alexander Tseitline,
Vice President, Technology
and Research, NLMK USA:

2016 proved to be quite

a challenge. The year began
with a low. The market was
very depressed. But then

we saw some encouraging
signs. The sector came back
to life, and now we are
running at practically 100%.
This is crucial for us, because
all of our operational

KPIs are tied to volumes:
the more, the better. Overall,
we are currently going
strong posting solid results.
In 2017, we will continue

to work on quality.

The drive for quality is
essentially a fight for

the customer, which is
becoming ever more intense
with more and more new
players penetrating the
American market.

NLMK Europe Strip grows production of pre-painted steel

NLMK Indiana completes the installation
of a new de-dusting canopy

NLMK USA plans to launch
a second hot dip galvanizing line




8

Made by NLMK

Made from
NLMK steel

Steel is the skeleton of the modern
city. Everything around us is either

NLMK steel is all around us, in
various contexts and sizes. We open
the fridge, turn on the kettle, travel
around in our cars or take a ferry,
but rarely do we stop to think that
these products are completely or
partially made using NLMK steel.
We often can't see it, but steel
makes our lives easier. Steel is used
to reinforce buildings, and it’s in
trolleybus wires and load-bearing
construction elements, for instance.

NLMK is an international company
with factories and service centers

in seven countries and a market
presence in more than 70. Where is
our steel used?

As well as being used in global and
large-scale construction projects, NLMK
steel also has household applications.

made from it, or made using it.
What place does NLMK steel
have in this metallic world? Vice
President for Sales Ilya Guschin
0 ers his thoughts

How big a segment is that for the
company? Well, in terms of volume, it
is certainly smaller than construction or
machine building, but it is strategically
important, because the rolled steel
used in domestic appliances has

high value added and higher quality
requirements. NLMK is a supplier

for almost all household appliance
manufacturing plants in Russia. Our
steel is used to create the majority

of domestic appliances which then
turn up in almost every home across
the country. And it's not just in Russia.
We are now closing in on the Turkish
market. Turkey is like Europe’s “smithy”
for household appliances, with many
di erent products and brands often
assembled in a single facility according
to the brand owners' instructions.

But of course we have more to pride

ourselves on than having refrigerators
in kitchens around the world. We are
part of the global economy. Pipelines
supplying energy to Europe, huge wind-
powered generators in the North Sea,
cruise ships, icebreakers, and famous
European car brands are also made
with NLMK steel.

Does this diversification of NLMK
Group’s product range help us
retain our leading position as

a manufacturer?

Undoubtedly. And we are not just
diversified in terms of products, but in
terms of markets, too. This helps us
maintain our balance if a particular
market or region experiences an
increase or slump in activity. For
example, when demand decreased
in the Russian automotive industry,

\\

NLMK Group produces 10% of the world's transformer steel

We have a very significant presence
in some sectors of the steel market.
For instance, NLMK accounts for 11%
of the European thick plate market,
about 10% of the global transformer
steel market, and a similar share of
the global market for steel slabs.

Other than a diversified product
range and market presence, what

we increased our deliveries to Europe.

else makes NLMK’s commercial
business model stand out?

One factor is perhaps our flexibility

to adapt what we produce in line
with demand — that is, in line with

our customers’ requirements. This
helps us achieve balance. Then there’s
the principle of vertical integration,
which helps us to create well-organized
value chains, which in turn give us
control over all stages of production, and

NLMK Group is a significant player on the steel slab market

therefore quality and costs. The result of
this is that we produce some of the most
competitively priced steel in the world.
And we are one of the most stable,
robust producers, as well. But perhaps
more important is our customer-oriented
approach. We like our customers

and we strive to develop long-lasting
relationships with them. Currently,

we are the only Russian-based steel
company that, when dealing with large
international customers, is able to supply
several markets at once and enter into
multi-level cross-market agreements
covering multiple products.

How does the company work with
customers?

Well, that is a big and very important
question! Over the past two years we
have really changed both our attitude
toward our customers and the ways we
work with them. We have completely
overhauled our sales team. We brought
in more technical support staff and more
salespeople. We divided our customers
into three categories: key, medium,
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and small. The higher the customer’s
status, the more attention we pay to
them. For key customers, this means

a dedicated salesperson responsible
for just one or two customers, and

not preoccupied with other things,

an increased level of attention from
sales executives, and regular visits by
NLMK employees (such as salespeople
and tech support specialists). We tailor
our approach to setting commercial
terms with our customers.

For the customer, the most
important thing is quality.

Are we trusted in this regard?

We do our utmost to meet the most rigid
requirements and demands. It should

be noted that since the start of the year,
we have reduced the number of rejected
products, compared to 2015 figures. We
achieved this by implementing several
technical programs simultaneously,

and by improving some technological
routines. But complaints do still get filed.
Even the very best manufacturers make
the occasional error. What's important is
that each complaint is analyzed in detail:
what caused it, and how could it have
been avoided? We draw our conclusions

and try not to make the same mistake Metal-Expo’2016, the 22™ International Industrial Exhibition was held on 8 - 11 November in Moscow. 530 companies from
again. Every customer is valuable to us. 32 world countries participated in the event. Metal-Expo is the most important event of the year for NLMK's sales team, as our
And we want even more NLMK steel all salespeople are able to hold almost as many meetings in the space of just a few days as they can throughout the rest of the year.

around us in the future. @

llya Guschin, NLMK Group Vice President for Sales

- EU & USA market trends Annual sales growth
\\'-\" ’ in 2016 (eStlmate) consolidated Group sales
\:,: et ! = M NLMK sales, YoY l Consumption in corresponding market, YoY mt
\ 8%
\ 9%
o,
\ S% sales
\ of semi-finished
products
+13%
= . sales
5% 6% of finished
Russia (flat steel) EU USA products
*—estimate
- NLMK Group sales of flat steel in Russia increased by 5% in 2016. 2013 2014 2015 2016

- While internal demand continues to decrease: consumption of flat steel dropped by 5%.

- Our international facilities that produce finished products from slabs sourced by NLMK Lipetsk

: posted results that were significantly ahead of the market.
Over the course of Metal-Expo'2016, NLMK sales team held over 6,000 meetings with current and potential clients



























































































