
 

 

IMPORTANT:  You must read the following before continuing. The following applies to the prospectus (the 

ñProspectusò) following this page, and you are therefore advised to read this carefully before reading, accessing or 

making any other use of this document. In accessing the Prospectus, you agree to be bound by the following terms and 

conditions, including any modifications to them any time you receive any information from us as a result of such access. 

THE FOLLOWING PROSPECTUS MAY NOT BE FORWARDED OR DISTRIBUTED OTHER THAN AS 

PROVIDED BELOW AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER. THIS 

PROSPECTUS MAY ONLY BE DISTRIBUTED WITHIN THE UNITED STATES TO QIBS (AS DEFINED 

BELOW) OR OUTSIDE OF THE UNITED STATES TO NON-US PERSONS (AS DEFINED IN REGULATION S 

UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE ñSECURITIES ACTò)). ANY 

FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS PROSPECTUS IN WHOLE OR IN PART IS 

UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE 

SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS. NOTHING IN THIS 

PROSPECTUS CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN ANY JURISDICTION WHERE IT IS 

UNLAWFUL TO DO SO. THE SECURITIES DESCRIBED IN THIS PROSPECTUS (THE ñNOTESò) HAVE NOT 

BEEN, AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OR WITH ANY SECURITIES 

REGULATORY AUTHORITY OF ANY STATE OR OTHER JURISDICTION OF THE UNITED STATES AND 

MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT (1) IN ACCORDANCE 

WITH RULE 144A UNDER THE SECURITIES ACT (ñRULE 144Aò) TO A PERSON THAT THE HOLDER AND 

ANY PERSON ACTING ON ITS BEHALF REASONABLY BELIEVE IS A QUALIFIED INSTITUTIONAL BUYER 

WITHIN THE MEANING OF RULE 144A (A ñQIBò) OR (2) A NON-U.S. PERSON IN AN OFFSHORE 

TRANSACTION IN ACCORDANCE WITH RULE 903 OR RULE 904 OF REGULATION S UNDER THE 

SECURITIES ACT (ñREGULATION Sò), IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 

SECURITIES LAWS OF ANY STATE OF THE UNITED STATES. 

Confirmation of your Representation:  In order to be eligible to view this Prospectus or make an investment 

decision with respect to the Notes, you must be (i) a non-U.S. Person outside of the United States or (ii) a QIB. By 

accepting the e-mail and accessing this Prospectus, you shall be deemed to have represented to us that (i) you are (a) a 

QIB, or (b) not a U.S. Person, or acting for the account or benefit of a U.S. Person, and that the electronic mail address 

you have provided and to which this electronic transmission has been sent is not located in the United States; (ii) you 

consent to delivery by electronic transmission; and (iii) you acknowledge that you will make your own assessment 

regarding any legal, taxation or other economic considerations with respect to your decision to subscribe for or purchase 

any Notes. You are reminded that this Prospectus has been delivered to you on the basis that you are a person into whose 

possession this Prospectus may be lawfully delivered in accordance with the laws of the jurisdiction in which you are 

located and you may not, nor are you authorised to, deliver, forward or distribute this Prospectus (or any reproduction of 

this Prospectus) to any other person. 

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or 

solicitation in any jurisdiction or place where offers or solicitations are not permitted by law. If a jurisdiction requires that 

the offering be made by a licensed broker or dealer and the Joint Lead Managers (as defined herein) or any affiliate of the 

Joint Lead Managers is a licensed broker or dealer in that jurisdiction, any offering of Notes shall be deemed to be made 

by the Joint Lead Managers or such affiliate on behalf of the Issuer in such jurisdiction. 

This Prospectus does not constitute an advertisement or an offer of or an invitation to make offers, sell, 

purchase, exchange or transfer the Notes in the Russian Federation or for the benefit of any Russian person. This 

Prospectus and any information contained herein are not intended to be and must not be distributed or otherwise made 

publicly available in the Russian Federation except as may be permitted by Russian law. The Notes are securities of a 

foreign issuer under Russian law, will not be registered or admitted to public placement and/or public circulation in 

Russia and will not be eligible for ñadvertisementò, ñofferingò, ñplacementò and ñcirculationò unless and to the extent 

otherwise permitted under Russian law. 

Under no circumstances shall this Prospectus constitute an offer to sell or the solicitation of an offer to buy nor 

shall there be any sale of any securities in any jurisdiction in which such offer, solicitation or sale would be unlawful. 

This Prospectus may only be communicated to persons in the United Kingdom in circumstances where section 21(1) of 

the Financial Services and Markets Act 2000 does not apply to the Issuer. 

This Prospectus has been sent to you in an electronic form. You are reminded that documents transmitted via 

this medium may be altered or changed during the process of electronic transmission and consequently neither the Joint 

Lead Managers nor any person who controls any of them nor any director, officer, employee nor agent of any of them or 

affiliate of any such person accepts any liability or responsibility whatsoever in respect of any difference between the 

Prospectus distributed to you in electronic format and the hard copy version available to you on request from the Joint 

Lead Managers. 



 

 

 

U.S.$1,000,000,000 6.50% NOTES DUE 2020 

EVRAZ GROUP S.A. 

Issue price of the Notes: 100% 

Evraz Group S.A., a public limited liability company (société anonyme) incorporated under the laws of the Grand Duchy of Luxembourg having its 

registered office at 46A, Avenue John F. Kennedy, L-1855 Luxembourg, Grand Duchy of Luxembourg, registered with the Register of Trade and Companies 

under number B105615 (the ñIssuerò and, together with its consolidated subsidiaries, ñEvrazò), is issuing an aggregate principal amount of U.S.$1,000,000,000 
6.50% Notes due 2020 (the ñNotesò) (the ñOfferingò). The Notes will be constituted by, and have the benefit of, a trust deed dated 22 April  2013 (the ñTrust 

Deedò), between the Issuer and BNY Mellon Corporate Trustee Services Limited (the ñTrusteeò). 

Except as set forth herein, payments in respect of the Notes will be made without any deduction or withholding for or on account of taxes of any 

Relevant Jurisdiction. 

Unless previously redeemed or purchased and cancelled, the Notes will be redeemed at their principal amount on 22 April 2020. All, but not some 

only, of the Notes are subject to redemption at their principal amount (together with interest accrued to but excluding the redemption date) at the option of the 

Issuer at any time in the event of certain changes affecting taxation in any Relevant Jurisdiction (as defined in Condition 8 of the Notes (Taxation)). The Issuer 

may also redeem the Notes, in whole or in part, at any time on at least 30 daysô notice but not more than 60 daysô notice to Noteholders at their principal amount 
plus Applicable Premium (as defined in Condition 19 of the Notes (Definitions)), together with accrued interest to the redemption date (see Condition 7.3 of the 

Notes (Redemption at Make-Whole)). 

Interest on the Notes is payable semi-annually in arrear on 22 October and 22 April  of each year commencing on 22 October 2013, as described in 

Condition 5 of the Notes (Interest). The Notes will bear interest from, and including, 22 April  2013 at a rate of 6.50% per annum. The issue price of the Notes is 

100% of their principal amount, and the issue date of the Notes is 22 April  2013 (the ñIssue Dateò). 

INVESTING IN THE NOTES INVOLVES A HIGH DEGREE OF RISK. SEE ñRISK FACTORSò BEGINNING ON PAGE 16. 

The Notes have not been, and will not be, registered under the U.S. Securities Act of 1933, as amended (the ñSecurities Actò), and, subject to certain 

exceptions, may not be offered or sold in the United States, or to or for the account or benefit of U.S. persons (as defined in Regulation S under the Securities 
Act). Accordingly, the Notes are being offered and sold only to qualified institutional buyers (ñQIBsò) (as defined in Rule 144A under the Securities Act (ñRule 

144Aò)) in reliance on the exemption from registration under the Securities Act provided by Rule 144A (the ñRule 144A Notesò) and (ii) in offshore transactions 

to non-U.S. persons in reliance on Regulation S under the Securities Act (ñRegulation Sò) (the ñRegulation S Notesò). Prospective purchasers of the Rule 144A 

Notes are hereby notified that sellers of the Notes may be relying on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. 

For a description of these and certain further restrictions, see ñSubscription and Saleò and ñTransfer Restrictionsò. 

This prospectus (the ñProspectusò) has been approved by the Central Bank of Ireland (the "Central Bank"), as competent authority under Directive 

2003/71/EC (the ñProspectus Directiveò). The Central Bank only approves this Prospectus as meeting the requirements imposed under Irish and EU law 
pursuant to the Prospectus Directive. Application has been made to the Irish Stock Exchange for the Notes to be admitted to the official list (the ñOfficial Listò) 

and trading on its regulated market (the ñMain Securities Marketò). The Main Securities Market is a regulated market for the purposes of Directive 2004/39/EC 

(the ñMarkets in Financial Instruments Directiveò). Such approval relates only to the Notes which are to be admitted to trading on a regulated market for the 

purposes of Directive 2004/39/EC and/or which are to be offered to the public in any Member State of the European Economic Area. This Prospectus comprises a 

Prospectus for purposes of the Prospectus Directive. The language of the Prospectus is English. Certain legislative references and technical terms have been cited 

in their original language in order that the correct technical meaning may be ascribed to them under applicable law. 

 

The Notes have been rated BBī(EXP) by Fitch Ratings Limited (ñFitchò) and B+ by Standard & Poorôs Credit Market Services France SAS 
(ñStandard & Poorôsò). The Issuer has been rated BBī (stable) by Fitch, Ba3 (stable) by Moodyôs Investors Service Ltd. (ñMoodyôsò) and B+ (stable) by 

Standard & Poorôs. A rating is not a recommendation to buy, sell or hold securities and may be subject to revision, suspension or withdrawal at any time by the 

assigning rating agency. In general, European regulated investors are restricted from using a rating for regulatory purposes if such rating is not issued by a credit 

rating agency established in the European Community and registered under Regulation (EC) No 1060/2009 of the European Parliament and of the Council of 

16 September 2009 on credit rating agencies (the ñCRA Regulationò) unless the rating is provided by a credit rating agency operating in the European 

Community before 7 June 2010 which has submitted an application for registration in accordance with the CRA Regulation and such registration is not refused. 

Each of Fitch, Moodyôs and Standard & Poorôs is a credit rating agency established and operating in the European Community prior to 7 June 2010 and registered 

under the CRA Regulation.  

The Notes will be offered and sold in minimum denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof. The 

Regulation S Notes will be represented by interests in an unrestricted global certificate (the ñRegulation S Global Note Certificateò) without interest coupons, 

which will be deposited with a common depositary for, and registered in the name of a nominee of, Euroclear Bank S.A./N.V. (ñEuroclearò) and Clearstream 

Banking, société anonyme (ñClearstream, Luxembourgò), on the Issue Date. Beneficial interests in the Regulation S Global Note Certificate will be shown on, 

and transfers thereof will be effected only through, records maintained by Euroclear or Clearstream, Luxembourg. The Rule 144A Notes will be represented by 

one or more restricted note certificates (the ñRule 144A Global Note Certificateò) (the Regulation S Global Note Certificate and the Rule 144A Global Note 

Certificate, together the ñGlobal Note Certificatesò) each without interest coupons, which will be deposited with a custodian for, and registered in the name of 
Cede & Co. as nominee of the Depository Trust Company (ñDTCò) on the Issue Date. Beneficial interests in the Rule 144A Global Note Certificate will be 

shown on, and transfers thereof will be effected only through, records maintained by DTC and its participants. See ñClearing and Settlementò. Individual, 

definitive note certificates in registered form (ñIndividual Certificatesò) will only be available in certain limited circumstances as described herein. No 

Individual Certificate will be available in bearer form. 

Joint Lead Managers and Bookrunners 

ING J.P. Morgan 

Joint Lead Manager 

UBS Investment Bank 

The date of this Prospectus is 18 April 2013. 
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IMPORTANT INFORMATION ABOUT THIS PROSPECTUS  

This document (the ñProspectusò) comprises a prospectus for the purposes of the Prospectus Directive for the 

purpose of giving information with respect to the Issuer, Evraz and the Notes and which, according to the particular 

nature of the Issuer and the Notes, is necessary to enable investors to make an informed assessment of the assets and 

liabilities, financial position, profits and losses and prospects of the Issuer and Evraz. The Issuer accepts responsibility 

for the information contained in this Prospectus. To the best of the knowledge and belief of the Issuer, having taken all 

reasonable care to ensure that such is the case, the information contained in this Prospectus is in accordance with the facts 

and does not omit anything likely to affect the import of such information. 

THE NOTES ARE OF A SPECIALIST NATURE AND SHOULD ONLY BE BOUGHT AND TRADED BY 

INVESTORS WHO ARE PARTICULARLY KNOWLEDGEABLE IN INVESTMENT MATTERS. AN 

INVESTMENT IN THE NOTES IS SPECULATIVE, INVOLVES A HIGH DEGREE OF RISK AND MAY RESULT 

IN THE LOSS OF ALL OR PART OF THE INVESTMENT. 

Each potential investor in the Notes must determine the suitability of that investment in light of its own 

circumstances. In particular, each potential investor should: 

Å have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits and 

risks of investing in the Notes and the information contained in this Prospectus; 

Å have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular 

financial situation, an investment in the Notes and the impact such investment will have on its overall 

investment portfolio; 

Å have sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes; 

Å understand thoroughly the terms of the Notes and be familiar with the behaviour of the relevant financial 

markets; and 

Å be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic, 

interest rate and other factors that may affect its investment and its ability to bear the applicable risks. 

The Issuer confirms that (i) this Prospectus contains all information with respect to Evraz and the Notes that is 

material in the context of the issue and offering of the Notes; (ii) the statements contained in this Prospectus relating to 

Evraz are in every material respect true and accurate and not misleading; (iii) the opinions, expectations and intentions 

expressed in this Prospectus with regard to Evraz are honestly held, have been reached after considering all relevant 

circumstances and are based on reasonable assumptions; (iv) there are no other facts in relation to Evraz or the Notes the 

omission of which would, in the context of the issue and offering of the Notes, make any statement in this Prospectus 

misleading in any material respect; and (v) all reasonable enquiries have been made by the Issuer to ascertain such facts 

and to verify the accuracy of all such information and statements. 

This Prospectus does not constitute an offer of, or an invitation by or on behalf of the Issuer or ING Bank N.V., 

London Branch, J.P. Morgan Securities plc and UBS Limited (the ñJoint Lead Managersò) or the Trustee to subscribe 

for or purchase any Notes. The distribution of this Prospectus and the offering of the Notes in certain jurisdictions may be 

restricted by law. Persons into whose possession this Prospectus comes are required by the Issuer, the Joint Lead 

Managers and the Trustee to inform themselves about and to observe any such restrictions. For a description of certain 

further restrictions on offers, sales and deliveries of Notes and distribution of this Prospectus and other offering material, 

see ñSubscription and Saleò. 

No person is authorised to provide any information or to make any representation not contained in this 

Prospectus, and any information or representation not so contained must not be relied upon as having been authorised by 

or on behalf of the Issuer, the Trustee or the Joint Lead Managers. None of Evrazôs websites or any other websites 

referred to herein forms any part of the contents of this Prospectus. 

Neither the delivery of this Prospectus nor any offering, sale or delivery of any Note made in connection 

herewith, shall, under any circumstances, create any implication that the information contained herein is correct as at any 

time subsequent to its date nor does it imply that there has been no change in the affairs of Evraz since the date hereof or 

the date upon which this Prospectus has been most recently amended or supplemented or that there has been no adverse 

change in the financial position of Evraz since the date hereof or the date upon which this Prospectus has been most 

recently amended or supplemented or that the information contained in it or any other information supplied in connection 

with the Notes is correct as of any time subsequent to the date on which it is supplied or, if different, the date indicated in 

the document containing the same. 
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None of the Issuer, the Trustee, the Joint Lead Managers or any of their respective representatives makes any 

representation to any offeree or purchaser of the Notes offered hereby, regarding the legality of an investment by such 

offeree or purchaser under applicable legal, investment or similar laws. Each investor should consult with its own 

advisers as to the legal, tax, business, financial and related aspects of the purchase of the Notes. 

Prospective purchasers must comply with all laws that apply to them in any place in which they buy, offer or 

sell any Notes or possess this Prospectus. Any consents or approvals that are needed in order to purchase any Notes must 

be obtained. The Issuer and the Joint Lead Managers are not responsible for compliance with these legal requirements. 

No representation or warranty is made as to whether or the extent to which the Notes constitute a legal investment for 

investors whose investment authority is subject to legal restrictions, and investors should consult their legal advisers 

regarding such matters. 

In connection with the issue of the Notes, J.P. Morgan Securities plc (the ñStabilising Managerò) (or any 

person acting on behalf of it) may over-allot Notes or effect transactions with a view to supporting the market price of the 

Notes at a level higher than that which might otherwise prevail. However, there is no assurance that the Stabilising 

Manager (or any person acting on behalf of the Stabilising Manager) will undertake stabilisation action. Any stabilisation 

action may begin on or after the date on which adequate public disclosure of the terms of the offer of the Notes is made 

and, if commenced, may be discontinued at any time and must be brought to an end no later than the earlier of 

30 calendar days after the issue date of the Notes and 60 calendar days after the date of the allotment of the Notes. Any 

stabilisation action or over-allotment must be conducted by the Stabilising Manager (or any person acting on behalf of it) 

in accordance with all applicable laws and rules. 

NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS MADE BY THE JOINT LEAD 

MANAGERS OR ANY OF THEIR AFFILIATES OR ANY PERSON ACTING ON THEIR BEHALF AS TO THE 

ACCURACY OR COMPLETENESS OF THE INFORMATION SET FORTH IN THIS DOCUMENT, AND 

NOTHING CONTAINED IN THIS DOCUMENT IS, OR SHALL BE RELIED UPON AS, A PROMISE OR 

REPRESENTATION, WHETHER AS TO THE PAST OR THE FUTURE. NONE OF THE JOINT LEAD 

MANAGERS OR ANY OF THEIR AFFILIATES OR ANY PERSON ACTING ON THEIR BEHALF ASSUMES ANY 

RESPONSIBILITY FOR THE ACCURACY OR COMPLETENESS OF THE INFORMATION SET FORTH IN THIS 

DOCUMENT. EACH PERSON RECEIVING THIS PROSPECTUS ACKNOWLEDGES THAT SUCH PERSON HAS 

NOT RELIED ON THE JOINT LEAD MANAGERS OR ANY OF THEIR AFFILIATES OR ANY PERSON ACTING 

ON THEIR BEHALF IN CONNECTION WITH ITS INVESTIGATION OF THE ACCURACY OR COMPLETENESS 

OF SUCH INFORMATION OR ITS INVESTMENT DECISION. EACH PERSON CONTEMPLATING MAKING AN 

INVESTMENT IN THE NOTES MUST MAKE ITS OWN INVESTIGATION AND ANALYSIS OF THE 

CREDITWORTHINESS OF THE ISSUER AND EVRAZ AND ITS OWN DETERMINATION OF THE 

SUITABILITY OF ANY SUCH INVESTMENT WITH PARTICULAR REFERENCE TO ITS OWN INVESTMENT 

OBJECTIVES AND EXPERIENCE AND ANY OTHER FACTORS WHICH MAY BE RELEVANT TO IT IN 

CONNECTION WITH SUCH INVESTMENT. 

NOTICE TO U.S. INVESTORS 

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND 

EXCHANGE COMMISSION (THE ñU.S. SECò), ANY STATE SECURITIES COMMISSION IN THE UNITED 

STATES OR ANY OTHER U.S. REGULATORY AUTHORITY, NOR HAVE ANY OF THE FOREGOING 

AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THE OFFERING OF THE NOTES OR THE 

ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A 

CRIMINAL OFFENCE IN THE UNITED STATES. 

TO ENSURE COMPLIANCE WITH U.S. TREASURY DEPARTMENT CIRCULAR 230, HOLDERS ARE 

HEREBY NOTIFIED THAT: (A) ANY DISCUSSION OF UNITED STATES FEDERAL TAX ISSUES IN THIS 

PROSPECTUS IS NOT INTENDED OR WRITTEN TO BE RELIED UPON, AND CANNOT BE RELIED UPON, BY 

HOLDERS FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON HOLDERS UNDER 

THE INTERNAL REVENUE CODE; (B) SUCH DISCUSSION IS INCLUDED HEREIN BY THE ISSUER IN 

CONNECTION WITH THE PROMOTION OR MARKETING (WITHIN THE MEANING OF CIRCULAR 230) BY 

THE ISSUER OF THE TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (C) HOLDERS SHOULD 

SEEK ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX 

ADVISER. 

For certain additional restrictions applicable to U.S. investors see ñTransfer Restrictionsò and ñSubscription and 

Saleò. 



 

iii  

NOTICE TO NEW HAMPSHIRE RESIDENTS  

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE 

HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES WITH THE 

STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A 

PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE 

SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, 

COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION 

OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY 

OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED 

OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR 

CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY 

REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH. 

NOTICE TO UNITED KINGDOM RESIDENTS  

This Prospectus is only being distributed to and is only directed at (i) persons who are outside the United 

Kingdom, (ii) investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 

(Financial Promotion) Order 2005, as amended (the ñOrderò), (iii) high net worth entities, and other persons to whom it 

may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order and (iv) persons to whom an invitation 

or inducement to engage in investment activity (within the meaning of Section 21 of the FSMA) in connection with the 

issue or sale of any securities of the Issuer may otherwise lawfully be communicated or be caused to be communicated 

(all such persons together being referred to as ñRelevant Personsò).  Any investment or investment activity to which this 

Prospectus relates is only available to, and the Notes are only available to, and any invitation, offer or agreement to 

subscribe, purchase or otherwise acquire such Notes will be engaged in only with, Relevant Persons. Any person who is 

not a relevant person should not act or rely on this Prospectus or any of its contents, and should return this Prospectus as 

soon as possible and take no other action. By accepting receipt of this Prospectus each recipient is deemed to confirm, 

represent and warrant to the Issuer and each Joint Lead Manager that it is a person to whom this Prospectus can be 

lawfully distributed. 

NOTICE TO RUSSIAN FEDERATION INVESTORS  

Under Russian law, the Notes are securities of a foreign issuer. The Notes are not eligible for initial offering or 

distribution and circulation in Russia unless otherwise permitted under Russian law. Neither the issue of the Notes nor a 

securities prospectus in respect of the Notes has been, or is intended to be, registered with the Federal Service for 

Financial Markets (ñFSFMò). The information provided in this Prospectus is not an offer, or an invitation to make offers, 

to sell, purchase, exchange or otherwise transfer the Notes in Russia or to, or for the benefit of, any Russian person or 

entity. No person should at any time carry out any activities in breach of the restrictions set out in ñSubscription and 

SaleðRussian Federationò. 

AVAILABLE INFORMATION  

The Issuer has agreed that, for so long as any Notes are ñrestricted securitiesò within the meaning of 

Rule 144(a)(3) under the Securities Act, it will, during any period in which it is neither subject to Section 13 or 15(d) of 

the U.S. Securities Exchange Act of 1934, as amended (the ñExchange Actò) nor exempt from reporting pursuant to 

Rule 12g3-2(b) thereunder, provide to any holder or beneficial owner of such restricted securities or to any prospective 

purchaser of such restricted securities designated by such holder or beneficial owner or to the Principal Paying Agent (as 

defined herein) for delivery to such holder, beneficial owner or prospective purchaser, in each case upon the request of 

such holder, beneficial owner, prospective purchaser or Principal Paying Agent, the information required to be provided 

by Rule 144A(d)(4) under the Securities Act. 
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FORWARD LOOKING STATEMENTS 

Certain statements in this Prospectus are not historical facts but constitute ñforward looking statementsò within 

the meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act which relate to, without 

limitation, any of Evrazôs plans, financial position, objectives, goals, strategies and future operations and performance 

and the assumptions underlying these forward looking statements. Forward looking statements made by Evraz from time 

to time may contain words such as ñaimsò, ñanticipatesò, ñbelievesò, ñcontinueò, ñcouldò, ñestimatesò, ñexpectsò, 

ñforecastò, ñguidanceò, ñintendsò, ñmayò, ñplansò, ñpotentialò, ñpredictò, ñprojectò, ñtargetsò, ñwillò, ñwouldò and any 

similar expressions to identify forward looking statements. These forward looking statements are contained under the 

headings ñSummaryò, ñRisk Factorsò, ñManagementôs Discussion and Analysis of Financial Condition and Results of 

Operationsò, ñBusinessò and elsewhere in this Prospectus, or may be made by Evraz and not included in this Prospectus 

and include projections or expectations of revenues, income, loss, earnings per share, dividends, capital structure or 

financial items or ratios, among others. 

By their very nature, forward looking statements involve inherent risks and uncertainties, both general and 

specific, and risks exist that the predictions, forecasts, projections and other forward looking statements will not be 

achieved. Prospective investors should be aware that a number of important factors could cause actual results to differ 

materially from the plans, objectives, expectations, estimates and intentions expressed in such forward looking 

statements. These factors include, but are not limited to: 

Å worldwide economic conditions, inflation and deflation, monetary conditions and policies of central banks, 

interest rates, exchange rates and financial market conditions generally; 

Å the effects of economic conditions in Russia, including GDP growth, increases or decreases in inflation or 

changes to interest rates or foreign exchange rates; 

Å the effects of, and changes in, the policy of a government; 

Å the effects of domestic Russian and international political events on Evrazôs business; 

Å the volatility of prices of steel, iron ore and coal; 

Å the impact of regulatory initiatives including labour laws, taxation, health and safety regulations and 

environmental laws adopted by various national and international bodies and governmental agencies, 

among others; 

Å competition from other producers of steel, iron ore and coal; 

Å availability of funding in domestic and international capital markets affecting Evrazôs ability to raise 

sufficient capital; 

Å Evrazôs ability to operate its business and carry out its current and future capital expenditure plans and other 

obligations; 

Å Evrazôs ability to adjust its prices to reflect raw material prices and tariffs on gas and rail transport set by 

government agencies to reflect changing market conditions; 

Å acts of war, terrorist acts, geopolitical events, pandemic or other such events, natural and other disasters, 

adverse weather and similar events; and 

Å Evrazôs success at managing the risks of the aforementioned factors. 

Forward-looking statements also appear herein in relation to estimates of Evrazôs reserves and resources and 

those of certain of its affiliates, which have been derived from reports by the IMC Group Consulting Ltd. or are 

attributable to the Russian State Mineral Resources Agency or otherwise. These estimates reflect a number of 

assumptions, including future global and domestic pricing for iron ore and coal, expected taxation levels, the application 

of Russian law and regulations consistent with Evrazôs expectations and compliance with certain license obligations. See 

ñRisk FactorsðRisks Relating to Evrazôs Business and IndustryðEstimates of Evrazôs mining reserves are subject to 

uncertainties.ò Evraz may not pursue its development plans in their current form and there can be no assurance that the 

results and events contemplated by the forward-looking statements contained in this Prospectus will, in fact, occur. 
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Prospective investors should specifically consider the factors identified in this Prospectus which could cause actual 

results to differ before making an investment decision. 

Additional factors that could cause actual results, performances or achievements to differ materially include, but 

are not limited to, those discussed under the heading ñRisk Factorsò. The forward looking statements made by Evraz are 

only such as of the date of this Prospectus and, except as required by applicable law, rule or regulation, Evraz expressly 

disclaims any obligation or undertaking to publicly update or revise any forward looking statements in this Prospectus to 

reflect any change in its expectations or any change in events, conditions or circumstances on which these forward 

looking statements are based. The above list of important factors is not exhaustive. When relying on forward looking 

statements, prospective investors should carefully consider the aforementioned factors and other uncertainties and events, 

especially in light of the political, economic, social and legal environment in which Evraz operates. Such forward looking 

statements speak only as at the date on which they are made and are not subject to any continuing obligations under any 

guidelines issued by the Irish Stock Exchange. Evraz does not make any representation, warranty or prediction that the 

results anticipated by such forward looking statements will be achieved, and such forward looking statements represent, 

in each case, only one of many possible scenarios and should not be viewed as the most likely or standard scenario. 

Accordingly, prospective purchasers of the Notes should not place undue reliance on these forward looking statements. 
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ENFORCEABILITY OF JUDGMENTS 

The Issuer is a corporation organised under the laws of Luxembourg. All of its officers reside outside the U.S. In 

addition, the majority of the Issuerôs assets and the majority of the assets of its directors and officers are located outside 

the U.S. As a result, it may not be possible to effect service of process within the U.S. upon the Issuer or its directors and 

officers or to enforce in the U.S. courts or outside the U.S. judgments obtained against them in U.S. courts or in courts 

outside the U.S., including judgments predicated upon the civil liability provisions of the U.S. federal securities laws or 

the securities laws of any state or territory within the U.S. There is also doubt as to the enforceability in England and 

Wales, whether by original actions or by seeking to enforce judgments of U.S. courts, of claims based on the federal 

securities laws of the U.S.  

Further, the majority of Evrazôs assets are located in Russia. Judgments rendered by a court in any jurisdiction 

outside Russia will generally be recognised by courts in Russia only if (i) an international treaty exists between Russia 

and the country where the judgment was rendered providing for the recognition of judgments in civil cases and/or (ii) a 

federal law of Russia providing for the recognition and enforcement of foreign court judgments is adopted. No such 

federal law has been passed, and no such treaty exists, between Russia, on the one hand, and the United States or the 

United Kingdom, on the other hand. EVRAZ is aware of at least one instance in which Russian courts have recognised 

and enforced an English court judgment on the basis of a combination of the principle of reciprocity and the existence of 

a number of bilateral and multilateral treaties to which both the United Kingdom and Russia are parties. However, in the 

absence of established court practice, it is difficult to predict whether a Russian court will be inclined in any particular 

instance to recognise and enforce an English court judgment on these grounds. Furthermore, Russian courts have limited 

experience in the enforcement of foreign court judgments. 

In Luxembourg, the enforcement of judgments obtained outside of Luxembourg is conditional upon obtaining 

an enforcement order in Luxembourg pursuant to Regulation (EC) 44/2001 or Regulation (EC) 805/2004 or exequatur 

proceeding pursuant to the Luxembourg New Code of Civil Procedure as the case may be. In addition, awards of punitive 

damages in actions brought in the United States or elsewhere may be unenforceable in Luxembourg. 
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION 

Market and Other Statistical Data 

Where information in this Prospectus has been sourced from third parties, this information has been accurately 

reproduced, and as far as the Issuer is aware and is able to ascertain from the information published by the 

aforementioned sources, no facts have been omitted which would render the reproduced information, data and statistics 

inaccurate or misleading. 

Where information in this Prospectus is based on Evrazôs own information or estimates, this information has 

been identified as such. 

Market data used in this Prospectus, as well as certain statistics, including statistics in respect of product sales, 

volumes of third parties and market share have been extracted from official and industry sources and other third party 

sources that the Issuer believes to be reliable, such as the Central Bank of the Russian Federation (the ñCBRò), the 

International Monetary Fund  (the ñIMFò), Worldsteel, Metal Expert, the U.S. Geological Survey and the Russian State 

Mineral Resources Agency (ñRosnedraò), among others. Unless otherwise stated, the reserve and resources data for 

Evraz included in this Prospectus has been extracted from a report by the IMC Group Consulting Ltd. (ñIMCò). 

Presentation of Financial Information 

The Issuerôs audited consolidated financial statements in respect of the financial years ended 31 December 2012, 

2011 and 2010 (the ñConsolidated Financial Statementsò) were prepared in accordance with International Financial 

Reporting Standards as adopted by the European Union (ñIFRSò) and audited in accordance with International Standards 

on Auditing as adopted for Luxembourg by the ñCommission de Surveillance du Secteur Financierò. The Consolidated 

Financial Statements can be found beginning on page F-2 of this Prospectus. 

Presentation of Non-IFRS Measures 

This Prospectus contains certain non-IFRS measures, including ñliquidityò, ñAdjusted EBITDAò, ñnet debtò and 

ñamounts available under credit facilitiesò. Evraz uses these measures as supplemental measures because they are 

regularly used by security analysts, rating agencies, investors and other parties to evaluate a companyôs operating 

performance. Non-IFRS measures, including ñliquidityò, ñAdjusted EBITDAò, ñnet debtò and ñamounts available under 

credit facilitiesò, have important limitations as analytical tools and investors should not consider them in isolation or as 

substitutes for analysis of Evrazôs results as reported under IFRS. These and similar measures are used by different 

companies for different purposes and are often calculated in ways that reflect the circumstances of those companies. 

Investors should exercise caution in comparing these measures as reported by Evraz to the measures as reported by other 

companies. 

Currencies 

In this Prospectus, all references to the ñCanadian dollarò and ñCADò are to the lawful currency of Canada; all 

references to ñCZKò and ñCzech Korunaò are to the lawful currency of the Czech Republic; all references to the ñúò, 

ñEURò and ñEuroò are to the lawful currency of the participating member states of the European Union that adopted the 

single currency in accordance with the Treaty of Rome establishing the European Economic Community, as amended; all 

references to the ñRandò, ñrandò and ñZARò are to the lawful currency of South Africa; all references to ñRUBò, 

ñRoubleò and ñroubleò are to the lawful currency of the Russian Federation (ñRussiaò); all references to ñUkrainian  

Hryvniaò or ñUAHò are to the lawful currency of Ukraine; and all references to ñU.S.$ò, ñU.S. dollarò and ñdollarò are 

to the lawful currency of the United States of America. 

Exchange Rate Information 

Evrazôs functional currency varies, depending on the subsidiary (Czech Koruna, Canadian dollar, Rand, Rouble, 

Ukrainian Hryvnia, Euro and U.S. dollar). The currency in which its direct costs and other costs, such as interest 

expenses, are denominated likewise depends on the subsidiary. However, the Consolidated Financial Statements are 

reported in U.S. dollars. As a result, fluctuations in the value of these currencies and, in particular, the value of the rouble 

against the U.S. dollar may affect these results when translated into U.S. dollars. See ñRisk FactorsðRisks Relating to 

Evrazôs Business and IndustryðCurrency fluctuations, in particular the appreciation of the Rouble against the 

U.S. dollar, may materially adversely affect Evrazôs results of operationsò. 

The table below sets forth, for the periods and dates indicated, certain information regarding the exchange rate 

between the Rouble and the U.S. dollar, based on the official exchange rate quoted by the CBR. Fluctuations in the 
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exchange rates between the rouble and the U.S. dollar in the past are not necessarily indicative of fluctuations that may 

occur in the future. These rates may also differ from the actual rates used in the preparation of Evrazôs financial 

statements and other information presented in this Prospectus.  

 Roubles per U.S. dollar  

Year Ended 31 December High Low Average(1) Period End 

2008 ............................................................................................................  29.38 23.13 24.86 29.38 

2009 ............................................................................................................  36.43 28.67 31.93 30.24 

2010 ............................................................................................................  31.78 28.93 30.38 30.48 

2011 ............................................................................................................  32.68 27.26 29.38 32.20 

2012 ............................................................................................................  34.04 28.95 31.09 30.37 

 
 Roubles per U.S. dollar  

Year Ended 31 December High Low Average(1) Period End 

January ........................................................................................................  30.42 30.03 30.26 30.03 

February ......................................................................................................  30.62 29.93 30.16 30.62 

March ..........................................................................................................  31.08 30.51 30.80 31.08 

April (through 17 April)  .............................................................................  31.72 30.88 31.26 31.45 

 
Source: CBR 

 
Note: 

(1) The average of the exchange rates on the last business day of each month for the relevant annual period and on each business day for any 

other period. 

Solely for the convenience of the reader, and except as otherwise stated, this Prospectus contains translations of 

some Rouble amounts into U.S. dollars at the average conversion rate for the relevant period as published by the CBR. 

No representation is made that the rouble amounts referred to in this Prospectus could have been or could be 

converted into U.S. dollars at the above exchange rates or at any other rate. 

References 

In this Prospectus, all references to ñU.S.ò are to the United States of America, all references to ñU.K.ò are to 

the United Kingdom and all references to ñEuropean Unionò are to the European Union and its member states as of the 

date of this Prospectus. All references to ñCISò are to the countries that formerly comprised the Union of Soviet Socialist 

Republics and that are now members of the Commonwealth of Independent States: Armenia, Azerbaijan, Belarus, 

Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan, Turkmenistan, Ukraine and Uzbekistan. 

In this Prospectus, all references to ñtonnesò are to metric tonnes, and one metric tonne is equal to one thousand 

kilograms. 

Rounding 

Certain figures included in this Prospectus have been subject to rounding adjustments; accordingly, figures 

shown for the same category presented in different tables may vary slightly, and figures shown as totals in certain tables 

may not be an arithmetic aggregation of the figures which precede them. 
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OVERVIEW 

Overview of Evraz 

This overview should be read as an introduction to, and is qualified in its entirety by reference to, the more 

extensive information contained elsewhere in this Prospectus. This overview may not contain all the information that 

prospective investors should consider before deciding to invest in the Notes. Accordingly, any decision by a prospective 

investor to invest in the Notes should be based on a consideration of this Prospectus as a whole. Prospective investors 

should read this entire Prospectus carefully, including the financial statements and related notes and the information set 

forth under the headings ñRisk Factorsò and ñForward Looking Statementsò. 

Evraz is a vertically integrated steel, mining and vanadium business with operations in Russia, Ukraine, North 

America, the European Union and South Africa. In 2012, Evraz produced 15.9 million tonnes of crude steel and sold 15.3 

million tonnes of rolled steel products to third parties. According to Metal Expert, Evraz was the third largest crude steel 

producer by crude steel volume in Russia in 2012, and the largest manufacturer by volume of long products for the 

construction and railway industries in Russia and the CIS in 2012. Evraz also produces significant quantities of iron ore 

and coking coal, most of which are used in its own steelmaking operations. In 2012, Evraz produced 20.8 million tonnes 

of iron ore products and 8.5 million tonnes of coking coal, as well as 2.3 million tonnes of steam coal. Evraz is also one 

of the leading producers of vanadium globally. In 2012, Evraz produced 18.4 thousand tonnes of ferrovanadium and 

other finished vanadium products. 

 

Evrazôs principal assets as of the date of this Prospectus are: 

Å Steel production facilities:  

¶ EVRAZ United West-Siberian Iron and Steel Plant (ñUnited EVRAZ ZapSibò), the business unit that 

combines two integrated steel production facilities: the former West-Siberian and Steel Plant 

(ñZapSibò), located near Novokuznetsk, in the Kemerovo region of Russia, which is one of the largest 

construction steel producers in Russia, and Novokuznetsk Iron and Steel Plant (ñNKMK ò), located in 

Novokuznetsk, which is one of the leading rail producers globally;  

¶ EVRAZ Nizhny Tagil Iron and Steel Plant (ñEVRAZ NTMK ò), located in Russiaôs Nizhny Tagil, in 

the Sverdlovsk region, one of the largest integrated steel production mills in Russia and a producer of 

vanadium slag;  

¶ EVRAZ Dnepropetrovsk Iron and Steel Works (ñEVRAZ DMZPò), located in Dnepropetrovsk, 

Ukraine, an integrated steel mill specialising in the manufacture of billets and construction rolled 

products;  

¶ EVRAZ Inc. N.A. and EVRAZ Inc. N.A. Canada (together referred as ñEVRAZ North Americaò), a 

diversified steel manufacturer in North America, located at multiple sites in the United States and 

Canada  producing  steel pipes, plates and long products; and  

¶ EVRAZ Palini e Bertoli (ñEVRAZ Paliniò), located in Italy, a manufacturer of high quality plate 

products. 

¶ Evraz has also initiated the process of disposing of several additional steel production facilities, each of 

which is currently accounted for as held for sale:  

¶ EVRAZ Vitkovice Steel a.s. (ñEVRAZ Vitkoviceò), a manufacturer of rolled steel products 

located in Czech Republic; and 

¶ EVRAZ Highveld Steel and Vanadium Limited (ñEVRAZ Highveldò), located in South Africa, a 

producer of steel and vanadium slag. 

Å Iron ore mining and processing facilities:  

¶ EVRAZ Kachkanarsky Mining-and-Processing Integrated Works (ñEVRAZ  KGOKò), located in the 

Sverdlovsk region near EVRAZ NTMK in Russia;  

¶ Vysokogorsky Ore Mining and Processing Enterprise (ñEVRAZ VGOK ò), located in the Sverdlovsk 

region near EVRAZ NTMK in Russia;  

¶ Evrazruda (ñEvrazrudaò), which operates iron ore mines in the Kemerovo region near United EVRAZ 

ZapSib, in the Republic of Khakassia and in south Krasnoyarsk Krai in Russia; and  

¶ EVRAZ Sukha Balka (ñEVRAZ Sukha Balkaò) located in the Dnepropetrovsk region of Ukraine, 

near EVRAZ DMZP; and 

¶ Mapochs Mine, a subsidiary of EVRAZ Highveld Steel and Vanadium, located in Roossenekal in the 

Limpopo region of South Africa, which mines titaniferous magnetite ore. 
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Å Coal mining:  

¶ Yuzhkuzbassugol (ñYuzhkuzbassugolò), located in the Kemerevo region in Russia, near United 

EVRAZ ZapSib, a producer of coking coal, steam coal and concentrate. 

Å Vanadium production facilities:  

¶ Strategic Minerals Corporation (ñStratcorò) with operations in the United States and South Africa;  

¶ EVRAZ Nikom, a.s. (ñEVRAZ Nikomò), a ferrovanadium producer located in the Czech Republic; 

and  

¶ EVRAZ Vanady-Tula (ñEVRAZ Vanady-Tulaò) located in Russia. 

Å Other principal assets include: 

¶ EVRAZ Nakhodka Trade Sea Port, one of the largest ports in the Russian Far East and through which 

Evraz ships most of its Russian exports;  

¶ East Metals A.G. (ñEast Metalsò) and Trading Company EvrazHolding (ñTC EvrazHoldingò), two of 

Evrazôs sales and trading companies; and  

¶ EVRAZ Metall Inprom, which operates 62 steel service centres located in Russia and Kazakhstan that 

finish and distribute steel products produced by Evraz. 

Evraz also currently indirectly owns a 41% equity interest in Raspadskaya, one of Russiaôs largest coking coal 

producers. In January 2013, EVRAZ plc acquired an additional 41% equity interest in Raspadskaya, resulting in an 82% 

consolidated equity interest in Raspadskaya by Evrazôs parent company, EVRAZ plc, while the remaining 18% of shares 

are publicly traded on the Moscow Exchange. For additional information on Raspadskaya, please see ñBusinessðMining 

BusinessðRaspadskayaò. 

Evraz is wholly owned by EVRAZ plc, a public limited company incorporated under the laws of England and 

Wales and listed on the premium segment of the Official List of the Financial Services Authority and admitted to trading 

on the Regulated Market of the London Stock Exchange. For additional information on EVRAZ plc (together with its 

consolidated subsidiaries, ñEVRAZò) please see ñPrincipal Shareholders ̍  EVRAZ plc and Exchange Offerò. 
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Overview of Consolidated Financial and Other Information 

The selected consolidated financial information set forth below presents historical consolidated financial 

information and other operating information of the Issuer as of 31 December 2012, 2011 and 2010 and for the years then 

ended. The selected consolidated financial information has been extracted without material adjustment from, and should 

be read in conjunction with, the Consolidated Financial Statements. The selected consolidated financial information 

should also be read in conjunction with ñManagementôs Discussion and Analysis of Financial Condition and Results of 

Operationsò. 

 2012 2011 2010 

 (U.S.$ millions) 

CONSOLIDATED STATEMENT OF OPERATIONS 

DATA  

 

  

Revenues..................................................................................................  14,726 16,400 13,394 

Cost of revenues ......................................................................................  (11,797) (12,473) (10,319) 

Gross profit ............................................................................................  2,929 3,927 3,075 

Selling and distribution expenses ............................................................  (1,211) (1,154) (807) 

General and administration expenses ......................................................  (850) (920) (732) 

Other operating income and expenses, net ..............................................  (615) 8 (206) 

Profit from operations ...........................................................................  253 1,861 1,330 

Non-operating income and expense, net ..................................................  (148) (987) (697) 

Profit before tax .....................................................................................  105 874 633 

Income tax expense .................................................................................  (229) (420) (163) 

Net profit/(loss) ......................................................................................  (124) 454 470 

Net profit/(loss) attributable to equity holders of the 

parent entity .......................................................................................  

(97) 462 486 

Net loss attributable to non-controlling interests .....................................  (27) (8) (16) 

Net income/(loss) per share .....................................................................  (0.65) 3.21 3.51 

Weighted average number of ordinary shares outstanding ......................  148,881,040 143,956,990 138,623,788 

Steel segment income statement data    

Revenues
(1)

...............................................................................................  13,543 14,717 12,123 

Profit/(loss) from operations ....................................................................  845 580 878 

Mining segment statement of operations data    

Revenues
(1)

...............................................................................................  2,650 3,784 2,507 

Profit/(loss) from operations ....................................................................  (455) 1,150 613 

Vanadium segment statement of operations data    

Revenues
(1)

...............................................................................................  520 665 566 

loss from operations.................................................................................  (67) (13) (10) 

Other operations statement of operations data    

Revenues
(1)

...............................................................................................  1,046 966 823 

Profit from operations ..............................................................................  150 162 77 

CONSOLIDATED STATEMENT OF FINANCIAL 

POSITION DATA (at year end) 

  

 

Cash and cash equivalents .......................................................................  1,314 801 683 

Net debt ...................................................................................................  5,937 6,442 7,184 

Total assets ..............................................................................................  17,696 16,983 17,539 

Equity attributable to equity holders of the parent entity .........................  5,372 5,565 5,689 

Non-controlling interests .........................................................................  168 225 247 

Long-term debt, net of current portion ....................................................  6,370 6,593 7,097 

CONSOLIDATED  CASH FLOWS DATA     

Net cash flows from operating activities .................................................  2,153 2,647 1,662 

Net cash flows (used in)/from investing activities ...................................  (1,301) (1,188) (744) 

Net cash flows (used in) financing activities ...........................................  (301) (1,282) (899) 

 
Note: 

(1) Segment revenues include inter-segment sales. 
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Overview of the Notes 

Issuer Evraz Group S.A.  

Issue U.S.$1,000,000,000 6.50% Notes due 2020 

Issue Price 100% of the principal amount of the Notes  

Issue Date 22 April 2013  

Maturity Date  22 April 2020 

Joint Lead Managers ING Bank N.V., London Branch, J.P. Morgan Securities plc and UBS Limited 

Trustee BNY Mellon Corporate Trustee Services Limited  

Principal Paying Agent The Bank of New York Mellon, London Branch 

Paying Agent(s) The Bank of New York Mellon, London Branch; The Bank of New York Mellon 

(Luxembourg) S.A. 

Registrar The Bank of New York Mellon (Luxembourg) S.A. 

Transfer Agent The Bank of New York Mellon (Luxembourg) S.A. 

Interest The Notes will bear interest from and including 22 April 2013 at a rate of 6.50% 

per annum payable semi-annually in arrear on 22 October and 22 April in each 

year, commencing on 22 October 2013.  

Form and Denomination The Notes will be issued in registered form, in minimum denominations of 

U.S.$200,000 each and integral multiples of U.S.$1,000 in excess thereof. The 

Regulation S Notes will be represented by interests in a Regulation S Global Note 

Certificate and the Rule 144A Notes will be represented by the Rule 144A Global 

Note Certificates, in each case without coupons. The Global Note Certificates will 

be exchangeable for Individual Certificates only in the limited circumstances 

specified in the Global Note Certificates. No Individual Certificate will be 

available in bearer form. 

Initial Delivery of Notes On or before the Issue Date, the Regulation S Global Note Certificate will be 

registered in the name of a nominee for, and deposited with The Bank of New 

York Mellon, London Branch as common depositary for Euroclear and 

Clearstream, Luxembourg, and the Rule 144A Global Note Certificate will be 

registered in the name of Cede & Co., and deposited with The Bank of New York 

Mellon, London Branch as custodian for DTC. 

Risk Factors An investment in the Notes involves a high degree of risk. See ñRisk Factorsò. 

Status of the Notes The Notes are direct, unconditional and unsecured obligations of the Issuer which 

rank and will rank pari passu, without any preference among themselves, with all 

other outstanding present and future unsecured and unsubordinated obligations of 

the Issuer.  

Covenants The Terms and Conditions of the Notes (the ñTerms and Conditionsò) contain 

restrictions on certain activities of the Issuer and certain subsidiaries of the Issuer, 

including: 

 (i) limitation on the incurrence of liens; 

 (ii)  limitation on the incurrence of indebtedness; 

 (iii)  limitation on transactions with affiliates; 

 (iv) limitation on asset sales; 

 (v) limitation on certain mergers and similar transactions; 

 (vi) requirements for the maintenance of authorisations, property and insurance; 

 (vii)  requirements for the payment of taxes and other claims; 

 (viii)  requirement for the provision of certain financial information; 

 (ix) restriction on change of line of business; and 

 (x) limitation on dividend and other payment restrictions affecting Material 

Subsidiaries, and an obligation to declare and pay dividends by Material 

Subsidiaries. 
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 There are significant exceptions to the requirements contained in these covenants 

and certain covenants cease to apply should the Issuer achieve multiple 

investment grade ratings. Provided there has been no Issuer Substitution (as 

defined below), the Terms and Conditions permit the Issuer to designate EVRAZ 

plc as guarantor of the Notes (the ñDesignationò) to add EVRAZ plc as a 

guarantor of the Notes and require EVRAZ plc to comply with the Terms and 

Conditions. As a result of the Designation, EVRAZ plc will become subject to the 

Terms and Conditions of the Notes  (including the covenants set out in Condition 

4) and any intercompany transaction among EVRAZ plc, on the one hand, and the 

Issuer and its subsidiaries, on the other, will be treated in the same manner as 

transactions among the Issuer and its Subsidiaries prior to the Designation. After 

Designation, reports required to be provided to Noteholders under the Terms and 

Conditions will be provided by, and will contain consolidated financial 

information of, EVRAZ plc (instead of the Issuer) and the Leverage Ratio (as 

defined in the Terms and Conditions) and other financial measures will be 

calculated based on the consolidated financial statements of EVRAZ plc (instead 

of the Issuer).  The Designation will be subject to conditions, including meeting a 

Leverage Ratio test on a pro forma basis giving effect to the Designation, and that 

at the time of the Designation, the assets and indebtedness of EVRAZ plc on a 

stand-alone basis be less than 10% of the consolidated assets and indebtedness of 

EVRAZ plc on a consolidated basis. See Condition 4 (ñCovenantsò) and 

Condition 19 (ñDefinitionsò) for a further description of the restrictions and 

definitions set forth above. 

Issuer Substitution The Issuer may, without the consent of the Noteholders, elect that EVRAZ plc be 

substituted in its place as issuer (such substitution, an ñIssuer Substitutionò), 

provided the conditions set out in Condition 3.8 are met. Upon any Issuer 

Substitution, references to ñIssuerò in the Terms and Conditions of the Notes, the 

Trust Deed and the Agency Agreement will be deemed to be to EVRAZ plc rather 

than the Issuer. See ñðSubstitution of the Issuerò. If  a Ratings Downgrade (as 

defined in Condition 19) occurs within 60 calendar days of an Issuer Substitution, 

a holder of a Note will have the option to require the Issuer to redeem such Note 

at its principal amount together with accrued and unpaid interest (if any). See ñð

Redemption at the option of Noteholders following a Ratings Downgradeò. 

Cross Acceleration The Notes contain a cross acceleration provision in respect of certain indebtedness 

of the Issuer or any Material Subsidiary (as defined in Condition 19 

(ñDefinitionsò) in excess of U.S.$50 million (or its equivalent in another currency) 

in the aggregate. See Condition 10 (ñEvents of Defaultò). 

Ratings The Notes have been rated BBī(EXP) by Fitch and B+ by Standard & Poorôs. 

The Issuer has been rated BBī (stable) by Fitch, Ba3 (stable) by Moodyôs and B+ 

(stable) by Standard & Poorôs. 

 A rating is not a recommendation to buy, sell or hold securities and may be 

subject to revision, suspension or withdrawal at any time by the assigning rating 

agency. The ratings do not address the likelihood that the principal of the Notes 

will be prepaid or paid on a particular date before the legal final maturity date of 

the Notes. The ratings do not address the marketability of the Notes or any market 

price. Any change in the credit ratings of the Notes could adversely affect the 

price that a subsequent purchaser would be willing to pay for the Notes. The 

significance of each rating should be analysed independently from any other 

rating. 

Redemption at Make Whole The Issuer may redeem the Notes, in whole or in part, at a redemption price equal 

to 100% of the principal amount of the Notes plus the Applicable Premium as of, 

plus accrued and unpaid interest to, the redemption date. See Condition 7.3 

(ñRedemption at Make-Wholeò). 

Redemption for Taxation 

Reasons 

The Issuer may redeem the Notes, in whole but not in part, at their principal 

amount together with interest accrued to but excluding the date of redemption in 

the event of certain changes in taxation by a Relevant Jurisdiction. See 

Condition 7.2 (ñRedemption for Taxation Reasonsò). 
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Redemption at the option of 

Noteholders following a 

Rating Downgrade 

If following Issuer Substitution a Rating Downgrade occurs, the holder of a Note 

will have the option to require the Issuer to redeem such Note at 100% of its 

principal amount together with accrued and unpaid interest (if any). See Condition 

7.4 (ñRedemption at the option of Noteholders upon a Rating Downgradeò). 

Taxation Except as set forth herein, payments in respect of the Notes will be made without 

any deduction or withholding for or on account of taxes of any Relevant 

Jurisdiction. 

ERISA In general, subject to certain conditions,Benefit Plan Investors (as defined in 

ñERISA and Certain Other U.S. Considerationsò) will be eligible to purchase (or 

hold any interest in) the Notes. See ñERISA and Certain Other 

U.S. Considerationsò. 

Listing  Application has been made to the Irish Stock Exchange for the Notes to be 

admitted to the Official List and trading on the Main Securities Market. The Main 

Securities Market is a regulated market for the purposes of the Markets in 

Financial Instruments Directive. 

Selling Restrictions United Kingdom, United States and Russian Federation. See ñSubscription and 

Saleò. 

Governing Law and 

Jurisdiction  

The Notes, the Trust Deed and the Agency Agreement (as defined below) and any 

non-contractual obligations arising out of or in relation to the Notes, the Trust 

Deed and the Agency Agreement are governed by English law and contain 

provisions for disputes to be referred to the English courts. The provisions of 

articles 86 to 94-8 of the Luxembourg law of 10 August 1915, as amended, on 

commercial companies are excluded.  

Use of Proceeds The net proceeds to Evraz from the Offering of the Notes are expected to be 

approximately U.S.$995,000,000, and Evraz intends to use these net proceeds to 

refinance existing indebtedness as described in ñUse of Proceedsò. 

Security Codes Regulation S 

 ISIN: XS0808638612 

 Common Code: 080863861 

 Rule 144A  

 ISIN: US30050AAF03 

 Common Code: 78394986 

 CUSIP: 30050AAF0 

Clearing Euroclear and Clearstream, Luxembourg (in the case of the Regulation S Notes) 

and DTC (in the case of the Rule 144A Notes). 

Yield The annual yield of the Notes when issued is 6.50%.  
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RISK FACTORS 

An investment in the Notes involves a high degree of risk. Prospective investors in the Notes should 

carefully consider the risks described below and the other information contained in this Prospectus before making a 

decision to invest in the Notes. Any of the following risks, individually or together, could adversely affect Evrazôs 

business, financial condition and results of operations, and accordingly the value of the Notes. 

This section describes the risks and uncertainties that Evrazôs management believes are material, but these 

risks and uncertainties may not be the only ones that Evraz faces. Additional risks and uncertainties, including those 

that Evrazôs management currently does not know about or deems immaterial, may also result in decreased 

revenues, assets and cash inflows, increased expenses, liabilities or cash outflows, or other events that could result 

in a decline in the value of the Notes, or which could have a material adverse effect on Evrazôs business, financial 

condition, results of operations and prospects. The order in which the risks are presented does not necessarily 

reflect the likelihood of their occurrence or the magnitude of their potential impact on Evrazôs business, financial 

condition, results of operations and prospects or on the trading price of the Notes. 

RISKS RELATING TO EVRAZôS BUSINESS AND INDUSTRY 

The steel, mining and vanadium businesses are cyclical, and any local or global downturn in the markets for 

these products may have an adverse effect on Evrazôs results of operations and financial condition. 

Evrazôs primary products, steel, coal, iron ore and vanadium, are subject to cyclical market conditions. The 

steel industry is cyclical because the major industries in which the majority of its steel customers operate, and 

particularly the construction industry, are themselves cyclical and sensitive to changes in general economic 

conditions. The demand for steel products is thus generally correlated with macroeconomic fluctuations in the 

economies in which steel producers sell products, which are, in turn, affected by global economic conditions. Coal 

and iron ore are subject to similar cyclical fluctuations, as is vanadium. Moreover, as Evrazôs primary products are 

sold to similar markets, there is a high degree of correlation between the cyclicality of each product. The prices of 

these commodities, and of Evrazôs steel products, more generally, are influenced by many factors, including 

demand, worldwide production capacity, capacity utilisation rates, raw material costs, exchange rates and trade 

barriers. Both demand for and global production capacity of, and, as a result, the price of, these commodities and 

Evrazôs steel products have been heavily influenced by the emerging markets, particularly China and India. For 

example, China is the largest global steel producer, and the balance between its domestic production and 

consumption has been an important driver of steel prices globally. The global economic downturn that began in 

2008 resulted in a sharp decline in the demand for, and prices of, steel, iron ore, coal and vanadium products in the 

last quarter of 2008 and first quarter of 2009. Despite a subsequent partial recovery in steel prices over the past 

couple of years, prices remain generally below their previous peaks. Throughout much of 2012, steel prices softened 

globally, with steel demand subdued as a result of the uncertain macroeconomic environment. There can be no 

guarantee that steel prices will not continue to decline. A sustainable weakness in sectors of the economy that are 

substantial consumers of steel products in particular could adversely affect Evrazôs business. 

In the future, the prices for the commodities that Evraz sells may experience significant fluctuations as a 

result of these and other factors, many of which are beyond Evrazôs control and any of which could have a material 

adverse effect on Evrazôs business, financial condition, results of operations and future prospects. 

Evrazôs business is dependent on the global economic environment. 

The global economic downturn that began in 2008 had a significant adverse impact on the steel and mining 

industries, including both pricing and demand for steel products and iron ore and coal. This period was also 

characterised by extreme volatility in the debt and equity markets, which led to severe reductions in liquidity and a 

general increase in the cost of borrowing for private sector borrowers. The second half of 2009, the year 2010 and 

the first half of 2011 were characterised by a number of positive developments in the global markets, as key 

emerging and developing economies demonstrated a strong demand for raw materials, supported by government 

stimulus initiatives. This was coupled with general restocking in the steel market and growth of consumption in the 

U.S. market. According to the IMF, global GDP increased by 5.2% in 2010 compared to 2009 and increased by 

3.8% in 2011 compared to 2010. The second half of 2011 and 2012 were characterised by an uncertain and volatile 

macroeconomic environment in both emerging and developed markets that negatively affected commodity markets 

including the steel industry.  As a result, overall world economic growth decelerated and, according to the IMF, 

global GDP increased by 3.2% in 2012 compared to 2011. The global economy is subject to a number of 

uncertainties, including mounting government deficits, discontinuation of certain government stimulus programmes, 

deflation in certain markets and continuing high levels of unemployment. If global economic conditions deteriorate 
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or a similar economic contraction were to reoccur in any of Evrazôs key geographic markets, the resulting 

contraction in demand for many of Evrazôs products and the tightening of the credit markets could have a material 

adverse effect on Evrazôs business, financial condition, results of operations and future prospects. 

The majority of Evrazôs operations are dependent on the Russian and North American markets, and in 

particular, on the Russian construction and infrastructure industry. An overall economic decline in either of 

these regions or industries could have a material adverse effect on Evrazôs business, financial condition and 

results of operations. 

Evraz derived 42% of its total consolidated revenues in 2012 from sales to customers in Russia and 24% of 

its total consolidated revenues in 2012 from sales to customers in North America. The overall success of Evrazôs 

operations, therefore, is closely tied to the economic prosperity, stability and demand for its products from these two 

regions. The economies of these two regions can be volatile and unpredictable. The Russian economy, for example, 

has experienced significantly fluctuating growth rates over the past two decades. In 2009, the effect of the global 

economic and financial crisis resulted in Russiaôs real GDP declining by 7.8% and a decline in industrial production 

by 10.8%. In the same year, the United States posted a real GDP decline of 2.4% and its industrial production 

declined by 9.7%. With the gradual global recovery in 2010 and 2011, Russiaôs real GDP increased by 4.3% in each 

of these years, and the United States experienced a 3.0% and 1.7% real GDP increase, respectively. In 2012, the 

volatile economic environment led to a softening of real GDP growth in Russia, which, according to Rosstat, 

increased by 3.4% compared to 2011. At the same time, the United States posted a 2.2% real GDP increase in 2012, 

according to the U.S. Department of Commerce. Moreover, Evrazôs primary market in Russia is the construction 

industry, which is particularly vulnerable to general economic downturns, leaving Evraz exposed to such downturns. 

Any significant decrease in demand for steel products or decline in the price of these products, particularly in Russia 

or in North America, could result in significantly reduced revenues, thereby materially adversely affecting Evrazôs 

business, financial condition, results of operations and future prospects. 

Changes in the price or supply of raw materials may cause Evrazôs financial results to vary, which could have a 

material adverse effect on its results of operations. 

Evraz requires substantial amounts of raw materials in the steel production process, including coal, iron ore 

and scrap. Although Evraz is a vertically integrated business, with the potential to supply its steel producing 

subsidiariesô requirements to a significant extent with iron ore and coal from its own mining reserves, Evraz still 

buys significant amounts of raw materials, including iron ore, coal and scrap, in Russia, North America and South 

Africa, from third parties due to price, location and grade considerations. The price and/or availability of such raw 

materials may be negatively affected by a number of factors largely beyond Evrazôs control, including increases in 

demand for such materials, interruptions in production by suppliers, supplier allocation to other purchasers and 

transportation costs. In addition, Evrazôs operations require substantial amounts of other raw materials and energy, 

including various types of limestone, alloys, refractories, oxygen, fuel, electricity and natural gas, the price and 

availability of which are also subject to market conditions. Evraz may not be able to adjust its prices to recover the 

costs of increases in the prices of such raw materials. Any significant change in the prices or supply of these raw 

materials could have a material adverse effect on Evrazôs business, financial condition, results of operations and 

future prospects. 

The steel and mining industry is highly competitive and Evraz may not be able to compete successfully against 

other major international steel producers and mining companies. 

The markets for steel and steel products, as well as for mining products, are highly competitive. Evrazôs 

competitors include major international steel producers and mining companies, as well as other Russian steel and 

mining producers. A number of Evrazôs Russian competitors have undertaken modernisation and expansion plans, 

which may make them more efficient, allow them to develop new products and/or decrease their prices. Evraz also 

faces price-based competition from steel and mining producers in other emerging market countries. Competitors 

may have advantages in terms of location and transportation routes. Evrazôs competitive position may also be 

affected by the general trend towards consolidation in the steel industry. ArcelorMittal and other international steel 

companies that have more extensive global operations than Evraz may also have greater financial resources. 

Moreover, the steel industry has historically suffered from production overcapacity. The highly competitive nature 

of the industry, combined with periodic excess production capacity for some steel products, has exerted, and may in 

the future continue to exert, downward pressure on the prices of certain of Evrazôs products. There can be no 

assurance that Evraz will be able to compete effectively in the future due to these factors. Failure by Evraz to 

compete effectively for any of these reasons could have a material adverse effect on Evrazôs business, financial 

condition, results of operations and future prospects. 
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Equipment failures or other hazards, particularly in Evrazôs mining operations, could lead to unexpected 

production delays, increased costs, damage to property or injury or death to persons. 

The manufacturing processes of all steel producers and mine operators depend on critical pieces of 

equipment, which may, on occasion, go out of service unexpectedly as a result of failures, unplanned maintenance 

or otherwise. Evrazôs steel manufacturing processes depend on critical pieces of steelmaking equipment, such as 

furnaces, continuous casters and rolling equipment, and electrical equipment, such as transformers. This equipment 

could be damaged or malfunction. In the event of equipment failure or damage to its facilities, Evraz may 

experience loss of revenues or customers due to material plant shutdowns or periods of reduced production and may 

require large capital expenditures to repair or replace faulty machinery or to repair damaged facilities. In addition, 

the mining business involves a number of other risks and hazards normally associated with the exploration, 

development and production of natural resources, any of which could result in production shortfalls or damage to 

persons or property. In particular, hazards associated with Evrazôs open-pit mining operations include flooding of 

the open pit, collapses of the open-pit wall, accidents related to the operation of large open-pit mining and rock 

transportation equipment, accidents related to the preparation and ignition of large scale open-pit blasting 

operations, production disruptions due to weather and hazards related to the disposal of mineralised wastewater, 

such as groundwater and waterway contamination. Hazards associated with Evrazôs underground mining operations 

include: underground fires and explosions, including those caused by flammable gas; cave-ins or ground falls; 

discharge of gases; flooding; sinkhole formation and ground subsidence; and other accidents and conditions 

resulting from drilling, blasting and removing and processing material from an underground mine. If any of these 

hazards or accidents results in significant injury to employees and/or damage to equipment or other property, Evraz 

may experience unexpected production delays, increased production costs and increased capital expenditures to 

repair or replace equipment or property, as well as claims from affected employees or their survivors and 

environmental and other authorities for any alleged breaches of applicable laws or regulations. For example, in May 

2010, a methane gas explosion occurred at Raspadskaya, killing 91 miners and rescuers. Operations at the mine 

were halted as a result of the explosion and the mine is currently not fully restored. In March 2013, a mine shaft 

flooded at Yuzhkuzbassugolôs Osinnikovskaya mine, killing four miners and resulting in the temporary closure of 

the mine. Any such disruptions to mining, delays and costs could have a material adverse effect on Evrazôs business, 

financial condition, results of operations and future prospects. 

 

Steel production and mining and vanadium operations are capital intensive and Evraz may not be able to fund its 

capital expenditures as planned or achieve its strategic targets. 

Steel production and mining and vanadium operations are capital intensive. Evraz plans to continue to 

invest in its production facilities. It intends to make selective investments designed to optimise production 

efficiency, such as introducing pulverised coal injection (ñPCIò) technology in its steel production and modernising 

production facilities, including the reconstruction of its rail mills. Evraz also plans to expand its mining operations 

by participating in greenfield projects. Investments in greenfield projects carry a high degree of uncertainty and may 

not be successful. Failure of any greenfield projects in which Evraz invests could have a material adverse effect on 

Evrazôs business, financial condition and results of operations. Total capital expenditures were U.S.$1,258 million 

in 2012.  

Evrazôs planned capital expenditures may be adversely affected by the following factors: changes in the 

terms of existing financing arrangements; changes in economic conditions; fluctuations in the Russian or global 

steel markets; regulatory developments; delays in project completion; cost overruns; restrictions in financing 

documents; and defects in design or construction. Although Evraz was able to fund its capital expenditures in 2010, 

2011 and 2012 from resources generated from operating activities, it is possible that in the future Evraz may have 

difficulty in financing its capital expenditures at currently budgeted levels and external sources of financing may not 

be available at an acceptable cost or at all in the amounts Evraz requires. See ñðEvrazôs business is dependent on 

the global economic environmentò. A similar market reaction to that which occurred in the recent global financial 

crisis may occur in the future and adversely impact the ability of companies such as Evraz to borrow from banks or 

obtain financing through the capital markets and may increase the cost of such borrowing or financing. In such a 

case, Evraz could substantially reduce its capital expenditure for a limited period of time without significantly 

impacting its current operations, but such a reduction could limit Evrazôs future growth. Evrazôs potential inability 

to fully finance its planned capital expenditures in the future or to finance such expenditures at an acceptable cost or 

at all, may have an adverse impact on Evrazôs business, financial condition, results of operations and future 

prospects. 

EVRAZôs strategy provides for achieving certain ambitious iron ore and coking coal self-coverage targets. 

See ñBusinessðStrategyò. The targets are necessarily based upon a number of assumptions and estimates that, while 

considered reasonable by EVRAZ, are inherently subject to significant market, business, operational, and 

competitive uncertainties and contingencies, many of which are beyond EVRAZôs control, and upon assumptions 

with respect to future business decisions that are subject to change. The success of EVRAZôs strategy is subject to 
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significant uncertainties and contingencies beyond EVRAZôs control, and no assurance can be given that the 

strategy will be effective or that the anticipated benefits from the strategy will be realised in the periods for which 

targets have been prepared, or at all. Accordingly, EVRAZ cannot provide any assurance that these targets will be 

realized, and the targets may vary materially from EVRAZôs actual results.  

 

Evraz may fail to realise the expected benefits from, or may incur unanticipated costs associated with, future 

acquired entities or assets. 

As part of its strategy, Evraz regularly evaluates potential acquisition opportunities and from time to time 

may engage in preliminary discussions with a variety of potential counterparties. When making acquisitions, it may 

not always be possible for Evraz to conduct a detailed investigation of the nature of the assets, the risks and the 

profitability of the business being acquired due to, among other things, time constraints in making an investment 

decision and inadequate or incomplete financial or operational information about the target. As a result, Evraz may 

be subject to unforeseen risks or valuation adjustments and/or may acquire businesses that are less profitable than 

originally expected. Additionally, the integration process associated with any acquisition involves inherent costs and 

uncertainties and potential strains on management resources. Whilst management has successfully integrated 

acquired businesses in the past, there can be no assurance that Evraz will not encounter integration challenges, 

including material delays or unexpected costs, or fail to realise in full or in part the expected benefits of any future 

acquisitions. The occurrence of any of the above could have a material adverse effect on Evrazôs business, financial 

condition, results of operations and future prospects. 

Estimates of Evrazôs mining reserves are subject to uncertainties. 

The estimates concerning Evrazôs iron ore and coal reserves contained in this Prospectus, including those 

of IMC, are subject to considerable uncertainties. See ñBusiness ï Evrazôs mining reservesò. These estimates are 

based on interpretations of geological data obtained from sampling techniques and projected rates of production in 

the future. Actual production results may differ significantly from reserves estimates. It may take many years from 

the initial phase of drilling and exploration before production is possible. During that time, the economic feasibility 

of exploiting a discovery may change as a result of changes in the market price of iron ore or coal. In addition, some 

of Evrazôs mining reserves have not yet been evaluated in accordance with international methodologies.  

Additionally, Evrazôs reserves and resources estimates are disclosed on a different basis to those disclosed in 

registration statements and other documents filed with the U.S. SEC, which follow the requirements set out in the 

U.S. SEC Guide 7. Under U.S. SEC guidelines, all or any part of measured or indicated resources may not be 

classified as reserves. Furthermore, there is a great amount of uncertainty as to the existence of ñinferred resourcesò 

and as to whether they can be mined legally or economically. Accordingly, it should not be assumed that all or any 

part of inferred resources will be upgraded to a higher category and neither inferred resources nor some of Evrazôs 

reserves would have been classified as such had Evraz disclosed its reserves and resources on the same basis as 

disclosure made in a registration statement filed with the U.S. SEC. 

If a material amount of Evrazôs iron ore and coal reserves were to have been incorrectly estimated or prove 

uneconomic to exploit in the future, Evraz would have to reduce the value of its reserves, which in turn could have a 

material adverse effect on Evrazôs business ability to supply its steel making operations with its own raw materials 

and its financial condition, results of operations and future prospects. 

Incomplete, unreliable or inaccurate official data and statistics could create uncertainty. 

Evraz relies on and this Prospectus refers to information and statistics from various third party sources and 

internal estimates.  The accuracy of such statistical information has not been separately verified and no assurance 

can be given that any such information, where it differs from that provided by other sources, is more accurate or 

reliable.  Where specified, certain statistical information has been estimated based on information currently available 

and should not be relied upon as definitive or final.  Such information may be subject to future adjustment. In 

addition, in certain cases, the information is not available for recent periods and, accordingly, such information has 

not been updated.  Any relevant information for past periods should not be viewed as indicative of current 

circumstances or periods not presented and there can be no assurance that statistics derived from third party sources 

are true and accurate in all material respects. 

Evrazôs licenses may be suspended, amended or terminated prior to the end of their terms or may not be renewed. 

Evrazôs business depends on the issuance, validity and renewal of its licenses, including subsoil licenses for 

its global mining operations. Evraz currently conducts its mining operations under licenses that expire over time. 

The continued validity and extension of these licenses are conditional upon Evrazôs compliance with their terms, 

which generally include obligations to restore the mined land, maintain a certain level of production, implement 

certain investment commitments, recruit qualified personnel, maintain necessary equipment and a system of quality 
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control, comply with environmental laws and periodically submit information to licensing authorities. Evrazôs 

failure to comply with any of these conditions could result in the suspension, amendment, termination or non-

renewal of a mining license or could compel Evraz to incur substantial costs in eliminating or remedying violations. 

If Evraz is unable to obtain, maintain or renew necessary licenses or is only able to obtain or renew them with newly 

introduced material restrictions, it may be unable to operate its business as in the past and may be unable to fully 

exploit its reserves, and its business, results of operations and future prospects could be materially adversely 

affected. 

Evraz is leveraged and is required to meet certain financial and other restrictive covenants under the terms of its 

indebtedness. 

Evraz is a leveraged company with a significant amount of loans and borrowings. Total loans and 

borrowings as of 31 December 2012 amounted to approximately U.S.$7,912 million, including approximately 

U.S.$1,542  million of short-term loans and current portion of long-term loans. Cash and cash equivalents as of 31 

December 2012 amounted to approximately U.S.$1,314 million and bank deposits amounted to U.S.$674 million. 

The contractual terms associated with certain loans and borrowings contain various covenants in respect of the 

activities of Evraz. These covenants impose restrictions in respect of certain transactions and Evraz is required to 

meet certain financial ratios, including restrictions in respect of its indebtedness. 

Although Evraz is currently in compliance with its financial covenants, there can be no assurance that 

Evraz will continue to comply with such covenants in the future. Evrazôs continued compliance with these 

covenants depends on a number of factors, some of which are outside of Evrazôs control. Evrazôs activities in all of 

its operating segments continue to be affected by the uncertainty and instability of the current economic 

environment.  In particular, management believes that, as of  30 June 2013, Evraz may not be in compliance with the 

financial covenants under certain bank loans. Evraz is taking active steps to ensure ongoing compliance with 

financial covenants under its bank loans. Evraz is considering a number of alternatives to address this situation when 

it arises, including, if and when necessary, a refinancing of certain borrowings, a financial covenant reset, waiver(s) 

from lenders and/or a prepayment of certain loan facilities using available cash from operations. While Evraz 

believes, based on past experience, that as and when necessary it will be able to reset relevant financial covenants or 

obtain a waiver from lenders, or that otherwise it will be able to prepay certain facilities, there can be no assurance 

that it will be able to achieve such relief or that such relief will prevent further such occurrences in the future. 

In the event of any breach of Evrazôs banking covenants, in case Evraz is unable to timely obtain a waiver 

or reset of the covenant, or to repay or refinance the relevant bank loans, the lending banks would be entitled to 

declare an event of default and, as a result of cross-default provisions, default may also arise in respect of 

substantially all of the other financial indebtedness of Evraz, including the Notes. Such an event would permit 

Evrazôs lenders, including the holders of Notes, to demand immediate payment of the outstanding borrowings under 

the relevant debt instruments. See Note 1 to the Consolidated Financial Statements noting that the Consolidated 

Financial Statements have been prepared on a going concern basis, and discussing the uncertainty and instability of 

the current economic environment, and the potential effect on Evrazôs covenant compliance under certain bank loans 

and directors and management consideration of alternatives to proactively address the situation.  

 More generally, Evrazôs current or future indebtedness and other contractual commitments related to such 

indebtedness may adversely affect its ability to raise additional capital at an acceptable cost in order to fund the 

entirety of its budgeted growth over the long-term or limit its ability to react to changes in the economy or industry 

or prevent it from meeting its obligations under the Notes and its other indebtedness and otherwise adversely affect 

the results of operations, financial condition and future prospects. In addition, Evraz may need to reprioritise the 

uses to which its capital is put to the potential detriment of Evrazôs business needs, which, depending on the level of 

Evrazôs earnings, borrowings, prevailing interest rates and exchange rate fluctuations, could result in reduced funds 

being available for capital expenditures, acquisitions and other general corporate purposes, which may have a 

material adverse effect on Evraz business, financial condition, results of operations and future prospects. 

An increase in existing trade barriers or the imposition of new trade barriers in Evrazôs principal export markets 

or the imposition of export tariffs on steel producers by the Russian government could cause a significant 

decrease in the demand for its products in those markets. 

Some of the products of Evrazôs Russian operations are subject to trade barriers, such as anti-dumping 

duties, tariffs and quotas. These trade barriers affect the demand for Evrazôs products by effectively increasing the 

prices for those products compared to domestically available products. For example, Evrazôs imports of certain raw 

materials for the production of ferrovanadium into the United States from Russia were the subject of an inquiry by 

the United States Department of Commerce as to whether or not this circumvented certain rules which bar the 

import of ferrovanadium from Russia. In August 2012, a final ruling in favour of Evraz was handed down by the 

Department of Commerce, allowing Evraz to continue these imports. Other goods that Evraz produces for export or 
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other semi-finished goods which Evraz exports to other countries for further refinement by other business units 

could conceivably face similar inquiries or trade barriers and Evrazôs responses to such trade barriers could in turn 

increase its cost of production for ferrovanadium. An increase in existing trade barriers, or the imposition of new 

trade barriers, could cause a significant decrease in the demand for Evrazôs products in its principal export markets, 

which could have a material adverse effect on Evrazôs business, financial condition, results of operations and future 

prospects. 

The Russian government has, from time to time, considered adopting export tariffs on certain steel 

products, potentially including products produced by Evraz. Certain of Evrazôs major customers, as well as other 

major consumers of steel products, have presented, and may in the future present, to the Russian government, 

initiatives to introduce such export duties in order to affect the pricing of steel products in the domestic market. No 

decision has been announced to this effect. However, any such export tariffs imposed by the Russian Government in 

the future could have a material adverse effect on Evrazôs business, results of operations, financial condition and 

future prospects. 

Environmental, health and safety regulations, standards and expectations evolve over time and additional or 

stricter rules and regulations may significantly increase Evrazôs cost of compliance. 

Evrazôs steel mills and mining operations involve potential environmental consequences, including 

generation of pollutants and storage and disposal of wastes and other hazardous materials. Evrazôs operations 

generate significant amounts of pollutants and waste, some of which are hazardous, such as sulphur oxide, sulphuric 

acid, organic compounds and multi component sludges containing heavy metals (chrome, copper, nickel and zinc). 

The discharge, storage and disposal of such hazardous waste are subject to environmental regulations, including 

some that require the clean-up of contamination and reclamation. Pollution risks are often challenging to 

characterise precisely and any related clean-up cost estimates are often subjective and made on the basis of certain 

assumptions. Evrazôs operations are also associated with the emission of carbon dioxide and other ñgreenhouse 

gasesò. Evrazôs operations in the European Union are currently exposed to a carbon market established under the EU 

Emissions Trading System. Ongoing international negotiations that aim to limit greenhouse gas emissions may 

result in the introduction of additional regulations in the future and may have an adverse impact on Evrazôs 

operations. In addition, there is a risk that governments in emerging markets countries in which Evraz operates, such 

as Russia, Ukraine and South Africa, may introduce stricter environmental legislation or regulations. Continuation 

of the global trend towards stricter laws and regulations may result in significant increases in the cost of complying 

with (or failing to comply with) such environmental rules and regulations and could have a material adverse effect 

on Evrazôs business, financial condition, results of operations and future prospects. Evraz is also subject to health 

and safety laws, regulations and standards, including workplace health and safety requirements. 

Evrazôs compliance with these environmental, health and safety laws and regulations necessitates a 

commitment of significant financial resources. These laws and regulations may allow governmental authorities and 

private parties to bring lawsuits based upon damages to property and injury to persons resulting from environmental, 

health and safety incidents and other impacts of Evrazôs past and current operations, as well as the operations of 

previous owners of Evrazôs assets, and could lead to the imposition of substantial fines, penalties, other civil or 

criminal sanctions, the curtailment or cessation of operations, orders to pay compensation, orders to remedy the 

effects of violations and/or orders to take preventative steps against possible future violations. In the ordinary course 

of its business, Evraz faces a certain number of administrative inquiries, remedial orders or lawsuits from public or 

private partners. While none of these are currently material to Evraz, there can be no assurance that a future such 

event would not have a material adverse effect on Evraz. Furthermore, evolving regulatory standards and 

expectations may result in increased litigation and/or increased costs, all of which could have a material and adverse 

effect on Evrazôs business, financial condition, results of operations and future prospects. 

Evrazôs competitive position and future prospects are dependent on EVRAZôs senior managementôs experience 

and expertise. 

Evrazôs ability to maintain its competitive position and to implement its business strategy is dependent to a 

significant extent on the services of certain members of EVRAZôs senior management team. Evraz depends on 

EVRAZôs current senior management for the implementation of its strategy and the operation of its day-to-day 

activities, and the personal connections and relationships of members of EVRAZôs senior management are 

important to the conduct of Evrazôs business. However, there can be no assurance that these individuals will 

continue to make their services available to EVRAZ in the future. The loss of, or a diminution in, the services of 

members of EVRAZôs senior management team or an inability to attract and retain additional or replacement senior 

management personnel could have a material adverse effect on Evrazôs business, financial condition, results of 

operations or future prospects. As a result of these factors, the departure of key members of EVRAZôs management 

could have a material adverse effect on the business, results of operations or future prospects of Evraz. 
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If competition authorities in any of the jurisdictions in which Evraz operates were to conclude that Evraz 

acquired or created a new company or reorganised members of EVRAZ in contravention of anti-monopoly 

legislation or were to increase the level of control they exert over certain of Evrazôs operations, Evraz could face 

administrative sanctions, be required to divest certain assets or be subject to limitations in its operating flexibility. 

Evrazôs business has grown substantially, both through the acquisition of companies abroad and the 

acquisition and founding of companies incorporated and operating in Russia, many of which required the prior 

approval or subsequent notification of the relevant competition authorities. Evrazôs acquisition, establishment or 

reorganisation of companies in Russia could require either a prior approval or a post-closing notification of the 

Russian Federal Antimonopoly Service (the ñFASò). The law that contemplates such prior approvals or notifications 

is subject to varying interpretations. If the FAS were to conclude that a company was acquired, created or 

reorganised in contravention of the applicable anti-monopoly laws and that the competition in the Russian market 

has been or could be limited as a result of such acquisition, creation or reorganisation, the FAS could seek redress, 

including by seeking to invalidate the transaction in a Russian court, imposing an obligation on the acquirer or 

founder to restore competition, seeking control or the liquidation of the relevant company or imposing significant 

fines. Any of these actions could materially adversely affect Evrazôs business, financial condition, results of 

operations and prospects. 

Several of Evrazôs Russian subsidiaries (EVRAZ NTMK, United EVRAZ ZapSib, EVRAZ KGOK and 

Metallenergofinance) have a market share in excess of 35% and are included in the FASôs register. An entity that 

has a market share in excess of 35% is presumed to hold a dominant market position and is prohibited from abusing 

such position. In connection with enforcing merger control regulations, or where there has been a breach of 

antimonopoly regulations, the FAS has the authority to issue mandatory prescriptions to Russian subsidiaries of 

Evraz. Russian anti-monopoly legislation allows FAS to regulate the prices charged to consumers affected by such 

acquisitions/founding or dominant market position, and allows customers to bring claims against companies for 

price collusion.  

EVRAZ NTMK, Yuzhkuzbassugol and EVRAZ KGOK are subject to FAS directives that regulate the 

prices charged in Russia by those members of Evraz for steel frames, coal concentrate and vanadium containing iron 

ore and also require public disclosure of the pricing policy for these products. The FAS has also ordered Evraz to 

maintain the production volumes of rails at EVRAZ NTMK and United EVRAZ ZapSib, of H-beams and channels 

at EVRAZ NTMK and United EVRAZ ZapSib, of high vanadium iron ore, sinter and pellets at EVRAZ KGOK and 

ferrovanadium at EVRAZ Vanady-Tula, and also not to discriminate against purchasers of these products. 

There can be no assurance that FAS will treat Evrazôs compliance as full or adequate with respect to its 

operations, or that its past conduct may not be challenged. An identification of a breach of Russian anti-monopoly 

regulations may result in the imposition of sanctions or require divestiture or other action, which could materially 

and adversely affect Evrazôs business, financial condition, results of operations and future prospects. 

In the event that the title to any company acquired by Evraz through privatisation, bankruptcy sale or otherwise 

is successfully challenged, Evraz may lose its ownership interest in that company or its assets. 

Almost all of Evrazôs steelmaking and mining assets in Russia consist of companies that have been 

privatised or that Evraz acquired through bankruptcy proceedings or directly or indirectly from others who acquired 

them through privatisation or bankruptcy proceedings, and Evraz may seek to acquire additional companies in 

Russia or outside Russia that have been privatised, or that have undergone bankruptcy proceedings. Privatisation 

legislation in Russia and Ukraine is generally considered to be vague, internally inconsistent and in conflict with 

other respective provisions of Russian and Ukrainian legislation. As a result, many privatisations in Russia and 

Ukraine are arguably deficient and may be subject to challenge, at least on technical grounds, including through 

selective and arbitrary action by governmental authorities motivated by political or other considerations. 

Additionally, several of Evrazôs Russian assets were subject to bankruptcy proceedings prior to their acquisition by 

Evraz, including EVRAZ NTMK, United EVRAZ ZapSib and EVRAZ KGOK, and Evraz acquired the assets of 

Kuznetsk Iron and Steel Mill through a bankruptcy auction process. Due to their cumbersome nature, it may be 

difficult to be in full compliance with regulations governing Russian insolvency proceedings. Disputes arising over 

title to Evrazôs assets acquired through bankruptcy or privatisation proceedings could result in lengthy court 

proceedings and conceivably could result in Evraz losing control over assets acquired in such proceedings. Certain 

of those assets are, individually, material contributors to Evrazôs revenues and if Evraz lost control over them or 

over several of Evrazôs smaller assets at the same time, which could materially adversely affect its business, 

financial condition, results of operations and future prospects. 
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Problematic labour relations and/or restrictive labour and employment laws, as well as increasing costs of skilled 

labour, could have a material adverse impact on Evraz. 

Although Evraz believes its labour relations with its employees are good, a work slowdown or a work 

stoppage could occur at any of Evrazôs operating units or greenfield operations. For, example, there was a strike at 

Evraz Highveld in July and August 2012 related to a labour dispute around Evrazôs decision to introduce a four 

shifts schedule to decrease overtime, which lasted for four weeks and resulted in the temporary shutdown of 

operations at EVRAZ Highveld for that period. At most of Evrazôs business units, there are collective bargaining 

agreements in place with labour unions. Any future work stoppages, disputes with employee unions or other labour 

related developments or disputes, including any such stoppages in connection with the renegotiation of collective 

bargaining agreements, could result in a decrease in Evrazôs production levels and adverse publicity and/or an 

increase in costs, which could have a material adverse effect on Evrazôs business, results of operations, financial 

condition and future prospects. In addition, competition for skilled labour is intense in the steel and mining 

industries, and labour costs are increasing significantly, particularly in Russia. The demand for and hence costs 

associated with employing skilled engineers, construction workers and operators is likely to continue to increase, 

reflecting the significant demand from other industries and public infrastructure projects. Moreover, increases in 

statutory rates may result in higher defined contributions paid to the Russian state funds for employees that may be 

exposed to hazardous substances. Continued high demand for skilled labour and continuing increases in labour costs 

could make it difficult for Evraz to attract qualified employees at a commercially reasonable cost or at all and such a 

difficulty could have a material adverse effect on Evrazôs business, results of operations, financial condition and 

future prospects. 

 

Evraz depends on the availability of uninterrupted transportation services for the transportation of its materials 

and end products across significant distances and the prices for such services could increase. 

Evrazôs Russian and Ukrainian subsidiaries are dependent on railway transportation to deliver raw 

materials and products to their facilities and customers located in Russia and the CIS, as well as to ports for onward 

transportation overseas. Moreover, Evrazôs Russian production facilities, for example, are located at a greater 

distance from their primary markets and sea ports than are many of Evrazôs competitors in the Russian market. As a 

result, Evrazôs transportation costs are generally higher than those of its Russian and CIS peers. Evraz is exposed to 

the cost of any increase in these tariffs, which (as they are not generally driven by market demand) are difficult to 

forecast. A number of Evrazôs major Russian competitors ship their products to export markets primarily via Baltic 

Sea and Black Sea ports that are located relatively close to their major production facilities, whereas Evraz uses its 

own transportation vessels to ship a significant part of its Russia-produced steel products for non-CIS sales via sea 

ports in Russiaôs Far East (EVRAZ Nakhodka Trade Sea Port), which are comparatively more distant from its 

Russian production facilities. Further, Evraz is exposed to potential shortages of railway tonnage capacity or rolling 

stock for the transportation of its products. As a result, increases in transportation costs or delays in transportation 

may adversely affect Evrazôs ability to compete successfully both in the Russian and CIS, as well as non-CIS, 

markets. In addition, Russian railway tariffs are currently regulated by the Russian government and, as such, they 

are insulated from market forces and therefore can increase in unpredictable amounts and at unpredictable times. 

Any such tariff increase could materially and adversely affect Evrazôs business, financial condition, results of 

operations and future prospects. 

In addition, Evraz requires the availability of suitable railcars to transport raw materials from its mines to 

steel plants and from the steel plants to sea ports or other delivery points. Evraz may not be able to procure such 

railcars on commercially acceptable terms. Increases in the price of leasing or renting railcars, or their availability in 

the market, could have a material adverse effect on Evrazôs business, results of operations, financial condition and 

future prospects. 

Evraz is dependent on Russian Railways as its principal purchaser of railway products in Russia. 

Evraz sells most of its railway products in Russia to Joint Stock Company ñRussian Railwaysò (ñRussian 

Railwaysò) (pursuant to a multi-year contract, which expires at the end of 2017), which is the primary customer for 

rails made by Evrazôs Russian subsidiaries, accounting for 79% of Evrazôs total Russian sales of rails by volume in 

2012. While demand from Russian Railways for railway products has historically been consistent, any reduction in 

Russian Railwaysô investment budget, their supply requirements for railway products, a decrease in the purchase 

prices of such products or increased competition from other producers for sales to Russian Railways could have a 

material adverse effect on Evrazôs business, financial condition, results of operations and future prospects. 
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Currency fluctuations, in particular the appreciation of the Rouble against the U.S. dollar, may materially 

adversely affect Evrazôs results of operations. 

Evraz, like many large multinational companies, faces a mismatch of the currencies in which its revenues 

and costs are denominated. As a result, it is vulnerable to some degree to margin erosion if the currencies in which 

its costs are denominated appreciate against the currencies in which its revenues are denominated. 

The mix of Evrazôs revenues and costs is such that appreciation of the Rouble against the U.S. dollar tends 

to result in an increase in Evrazôs costs relative to its revenues, while depreciation of the Rouble against the U.S. 

dollar tends to result in a decrease in Evrazôs costs relative to its revenues. In 2012, for example, the Rouble 

appreciated on average against the U.S. dollar (to an average exchange rate of Rouble 31.09 to the U.S. dollar in 

2012, compared to an average rate of Rouble 29.38 to the U.S. dollar in 2011), but this appreciation was more than 

offset by increased prices for Evrazôs steel products, both in Russia and internationally. See ñManagementôs 

Discussion and Analysis of Financial Condition and Results of OperationsðResults of Operations for the Years 

Ended 31 December 2012, 2011 and 2010ò and ñManagementôs Discussion and Analysis of Financial Condition 

and Results of OperationsðInflationò. Any further significant appreciation of the Rouble against the U.S. dollar, in 

the absence of an increase in domestic demand for steel products, may materially adversely affect Evrazôs financial 

condition and results of operations. 

Evrazôs presentational currency is the U.S. dollar. Its functional currencies vary, depending on the 

subsidiary. The currency in which its direct costs and other costs, such as interest expenses, are denominated 

likewise depends on the subsidiary, but are primarily Russian roubles and U.S. dollars. Accordingly, depreciation of 

the Rouble against the U.S. dollar results in a decrease in the reported U.S. dollar value of Evrazôs Rouble 

denominated assets (and liabilities) and appreciation of the Rouble against the U.S. dollar results in an increase in 

the reported U.S. dollar value of Evrazôs Rouble denominated assets (and liabilities), particularly when the income 

statements of Evrazôs Russian subsidiaries are translated into U.S. dollars in connection with the preparation of 

Evrazôs consolidated financial statements. 

Wage increases in Russia or Ukraine may reduce Evrazôs profit margins. 

Wage costs in Russia and Ukraine have historically been significantly lower than wage costs for similarly 

skilled employees in more developed markets, such as North America and Europe. While wage costs have been 

increasing globally, wage costs in Russia and Ukraine generally have been increasing and at a faster rate than wages 

in North America and Europe. If wage costs continue to increase in Russia or Ukraine, and do so more rapidly in the 

future, and if Evraz is not able to adjust its prices to recover such increases in costs, this could result in a reduction 

in Evrazôs profit margins. Unless Evraz is able to continue to increase the efficiency and productivity of its 

employees, in particular in Russia and Ukraine, wage increases could have a material adverse effect on its business, 

results of operations, financial condition and future prospects. 

Inflation could increase Evrazôs costs and decrease operating margins. 

The inflation rate in Russia averaged 7.2% from 2010 to 2012, according to Rosstat. As Evraz tends to 

experience inflation driven increases in certain of its Rouble denominated costs, including salaries, rents and fuel 

and energy costs, which are sensitive to rises in the general price level in Russia, its costs in U.S. dollar terms will 

rise, assuming the Rouble-to-dollar exchange rate remains constant. See ñðCurrency fluctuations, in particular the 

appreciation of the Rouble against the U.S. dollar, may materially adversely affect Evrazôs results of operationsò. In 

this situation, due to competitive pressures, Evraz may not be able to increase the prices it charges for its products 

sufficiently to preserve operating margins. Accordingly, inflation in Russia could increase costs and have the effect 

of decreasing operating margins, which, in turn, could have a material adverse effect on Evrazôs business, results of 

operations, financial condition and future prospects. 

Increased electricity and other energy prices, or a disruption in the supply of energy or electricity sources, could 

adversely affect Evrazôs business. 

For steel and mining companies, energy costs, particularly the cost of electricity, comprise a significant 

portion of the cost of production. Evrazôs Russian operationsô electricity supply is both provided by internal sources 

(42% in 2012) and purchased from Russian electricity suppliers (58% in 2012). Since 1998, the Russian electricity 

market has been the subject of various stages of reform, the primary purposes of which are to introduce competition, 

liberalise the wholesale electricity market and move from regulated pricing to a market based system. The most 

recent step has been price liberalisation, which took effect from 1 January 2011. Evrazôs Russian operations 

purchase significant amounts of electricity from various privatised generation companies in Russia that were 

formerly government controlled. In 2012, the price of electricity consumed by Russian subsidiaries of Evraz rose by 
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1.4% in U.S. dollar terms. Any potential interruptions in the supply of energy, as well as price liberalisation and 

changes in legislation or other factors that may result in higher wholesale prices for electricity for Evrazôs Russian 

subsidiaries, could have a material adverse effect on Evrazôs business, results of operations, financial condition and 

future prospects.  

Furthermore, Evraz faces much higher electricity prices for the operation of its non-Russian facilities than 

it does for its Russian facilities and may face interruptions in the electricity supplies to those facilities, particularly 

in South Africa, which could have a material adverse effect on Evrazôs business and results of operations. In recent 

years, South Africa has experienced electricity supply shortages. In addition, any substantial increase of electricity 

prices in South Africa could adversely affect Evrazôs future profitability to the extent that it is unable to pass on 

higher costs to its customers. This could have a material adverse effect on Evrazôs business, financial condition, 

results of operations and future prospects. 

In addition, Evrazôs Russian operations purchase significant volumes of natural gas from subsidiaries of 

Gazprom, a government controlled entity, as well as from independent gas producers. Changes in Russian 

government policy might impact gas producers, particularly Gazprom, and thus Evrazôs supply of natural gas. 

Moreover, Evraz may also face interruptions in the supply of natural gas to its Ukrainian assets due to periodic 

disputes that may arise between Ukraine and its principal natural gas supplier, Russia. Thus, any interruption in the 

supply of natural gas or a substantial increase in costs associated with satisfying its demand for natural gas, could 

adversely affect Evrazôs business, financial condition, results of operations and future prospects. 

Evrazôs existing and future insurance coverage may not be sufficient to cover costs arising from hazards and 

other operational risks arising from its steel and mining operations. 

Although Evraz believes that, with respect to each of its production facilities, it maintains insurance at 

levels generally in line with the relevant local market standards and peers, a number of its business divisions, 

including those in Russia and Ukraine, do not have comprehensive business interruption insurance coverage and do 

not maintain comprehensive general liability insurance coverage (in addition to the compulsory policies with very 

limited indemnity), including product and environmental liability. In line with customary industry practice, Evraz 

does not insure its coal mining assets as such insurance is, in EVRAZ managementôs opinion, very limited in value 

and coverage, very expensive and not available for certain risks. Evraz may therefore suffer significant losses in the 

event of damage to or destruction of any of its principal operating assets or in the event that any claim is brought 

against Evraz by a third party in regard to personal injury, death or property damage caused by Evrazôs operations in 

Russia and Ukraine. Evraz maintains all insurance compulsory under the local laws of the jurisdictions in which it 

operates as well as accident and medical insurance for its employees and senior managers, but no life insurance. No 

assurance can be given, however, that Evraz will always be able to maintain existing insurance levels or that the 

existing insurance levels are adequate to cover the risks they are purchased to insure. There is also no assurance that 

Evraz will be able to obtain additional insurance coverage at commercially reasonable rates, which could lead to 

future shortfalls between Evrazôs liabilities and its insurance coverage. Any such liability shortfalls or losses due to 

a lack of insurance coverage could have a material adverse effect on Evrazôs business, financial condition, results of 

operations and future prospects. 

Employees and former employees of Evraz and service providers or customers of Evraz (as well as neighbouring 

populations) may have been exposed, and, to a certain extent, may still be exposed, to toxic or hazardous 

substances. 

Evrazôs steel and mining operations use, and have in the past used, large quantities of heavy metals, 

chemical, toxic and hazardous substances. Notwithstanding safety and monitoring procedures implemented by Evraz 

at each production site, employees, and in some cases the employees of other companies and service providers, have 

been or may have been exposed to such substances and some employees may have developed specific pathologies 

from such exposure which could induce them to file claims against Evraz in future years. In addition, employees of 

Evraz or its service providers or customers or persons living near Evrazôs manufacturing facilities are exposed or 

have in the past been exposed to certain substances that are currently considered not to be hazardous. However, 

chronic toxicity, even in very low concentrations or exposure doses, could be discovered in the future. This could 

also lead to claims against Evraz. If any of the events described above lead to a material liability for Evraz in the 

future, this could have a material adverse effect on Evrazôs business, financial condition, results of operations and 

future prospects. 

 

The Issuerôs subsidiaries in Russia are in many cases the largest employers in their respective regions, and as a 

result Evraz may be limited in its ability to make rapid and significant reductions in the numbers of its employees. 

The Issuerôs Russian subsidiaries are in many instances the largest employers in the cities in which they 

operate, for example, EVRAZ NTMK in Nizhny Tagil, United EVRAZ ZapSib in Novokuznetsk and EVRAZ 
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KGOK in Kachkanar. While the Issuer does not have any specific legal or social obligations or responsibilities with 

respect to these regions, its ability to reduce the numbers of its employees may nevertheless be subject to political 

and social considerations. Any inability to make planned reductions in numbers of employees in response to reduced 

demand or otherwise or to make changes to Evrazôs operations could have a material adverse effect on Evrazôs 

business, financial condition, results of operations and future prospects. 

Evraz is controlled by Lanebrook Limited, whose interests could conflict with those of the other shareholders and 

creditors of Evraz. 

Evraz is indirectly controlled by Lanebrook Limited (ñLanebrookò), which, as at the date of this 

Prospectus, directly held a 63.46% share in EVRAZ plc, which in turn holds a 100% interest in Evraz. As a result of 

its controlling interest in EVRAZ plc, Lanebrook has the ability to exert control over certain actions of EVRAZ plc, 

including actions requiring the approval of EVRAZ plc, as the sole shareholder of Evraz. As such, Lanebrook has 

the ability to exert control over the election of directors, the declaration of dividends, the appointment of 

management and other policy decisions of EVRAZ plc, and in turn, Evraz. While transactions with Lanebrook and 

its affiliates can benefit Evraz, the interests of Lanebrook or its affiliates (including those holding the Notes (see 

ñSubscription and Saleò)) could at times conflict with the interests of the other shareholders and the creditors of 

Evraz. EVRAZ is required to comply with the related party transactions regime under the UK Listing Rules and has 

in the past sought and continues to seek to conduct all related party transactions on an armôs length basis, and has 

adopted procedures for entering into transactions with related parties. However, should any conflicts of interest arise 

between EVRAZ, its affiliates and Lanebrook or its affiliates, resulting in the conclusion of transactions on terms 

not determined by market forces, such conflict of interest could adversely affect EVRAZôs business, financial 

condition and results of operations. 

 

The Issuer and its subsidiaries could be treated as tax resident, or as having a permanent establishment, in a 

jurisdiction other than the jurisdiction of their incorporation. 

The Issuer considers that neither it nor any of its subsidiaries should be treated as being resident in any 

jurisdiction other than the jurisdiction of their incorporation (a ñforeign jurisdictionò) for tax purposes, nor should 

they have permanent establishments in a foreign jurisdiction. However, there can be no assurance that tax authorities 

of a foreign jurisdiction will not argue that the Issuer or any of its subsidiaries should be treated as resident in that 

foreign jurisdiction for tax purposes, or as having a permanent establishment in that foreign jurisdiction, whether for 

past or future periods, where there have been relevant activities of Evraz or its representatives in that jurisdiction. A 

successful challenge from the tax authorities of a foreign jurisdiction on either of these grounds could result in the 

Issuer or one or more of its subsidiaries being subject to tax in the relevant foreign jurisdiction and, possibly in 

increased withholding tax on dividends, interest and other similar payments made by or to such companies being 

due. Such an occurrence could materially increase Evrazôs tax liabilities and adversely affect Evrazôs financial 

position. 

Changes to or in the application or interpretation of the Cypriot tax system could materially adversely affect 

Evrazôs business. 

Evrazôs Russian subsidiaries are held indirectly through the Issuerôs wholly owned subsidiary, Mastercroft Limited, 

which is incorporated in Cyprus. A company that is tax resident in Cyprus is subject to Cypriot taxation and 

qualifies for benefits available under the Cypriot tax treaty network, including the double taxation treaty with Russia 

(provided that all other requirements set by the treaty are met). In addition, a European Union parent company may 

be able to claim tax benefits under European Union tax directives including benefits with respect to dividends paid 

from Cypriot resident subsidiary companies. There can be no assurance, however, that the Cypriot tax residence 

status of Evrazôs Cypriot subsidiaries, including Mastercroft Limited, will not be challenged. If the tax residency of 

any of those companies were to be successfully challenged, such companies would be unable to make use of the 

Cypriot tax treaty network and could be subject to tax elsewhere. In addition, if a Cypriot company was found not to 

be tax resident in a European Union member state, the tax benefits under European Union tax directives referred to 

above may be restricted or eliminated. Such consequences may significantly increase Evrazôs tax burden and 

adversely affect its financial position. Changes made to the current Cypriot tax regime, including changes resulting 

from the measures adopted by the European Union, the IMF and the government of Cyprus in March 2013, could 

have a material adverse effect on Evrazôs tax and financial position. See ñðRisks Relating to Russia and Other 

Emerging MarketsðCertain government policies, or the selective and arbitrary enforcement of such policies, could 

have an adverse effect on Evrazôs business, financial condition, results of operations and future prospects, as well 

as investments in the emerging markets more generallyò. 

 

Amendments to the Russian double tax treaty with Cyprus and proposed changes to other Russian double tax 

treaties may affect Evrazôs business. 
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A protocol amending certain provisions of the double tax treaty between Russia and Cyprus was signed in 

October 2010 (the ñProtocolò) and it is effective from 1 January 2013. The Protocol, amongst other matters, 

explicitly permits Russia to impose dividend withholding tax in respect of any so-called ñexcessiveò interest paid by 

a Russian resident company to a Cypriot resident company under Russian domestic ñthin capitalisationò rules. The 

Protocol also states that a widely used Cyprus tax treaty exemption from Russian withholding tax on income arising 

on the disposal of shares in Russian real estate rich companies will no longer (save for certain exceptions) apply 

beyond the date four years after the Protocol comes into force. 

Given that all of the Issuerôs Russian subsidiaries are held indirectly through Mastercroft Limited, which is 

a Cypriot company, the above noted changes, as well as certain other amendments to treaties with other jurisdictions 

that are proposed by the Russian Ministry of Finance, may have an adverse effect on Evrazôs financial position. 

Russian tax legislation is relatively undeveloped and subject to frequent change and approaches to tax law 

enforcement and interpretation of legislation in Russia are unstable, not well developed and can be unpredictable 

and selective. 

Despite certain improvements in the taxation system made by the Russian Government over the past 

decade, such as the adoption of the unified Tax Code of the Russian Federation and successive reductions in major 

tax rates, Russian tax legislation is still subject to frequent change, varying interpretations and inconsistent and 

selective enforcement. Over time, it is expected that Russian tax legislation will become more sophisticated and that 

additional revenue raising measures will be introduced. Such developments may negatively influence the financial 

position of Evrazôs Russian subsidiaries. 

Evraz operates in various jurisdictions and many of its subsidiaries are incorporated outside of Russia. 

Russian tax laws as currently in effect do not contain detailed rules on the taxation in Russia of foreign companies. 

It is possible that such rules will evolve and such developments and/or changes in the approach of the Russian tax 

authorities or the courts in the interpretation and application of existing laws could mean that Evraz could become 

subject to additional taxation in Russia. Additional tax exposures resulting from above noted changes or 

developments could adversely affect the financial position of Evrazôs Russian subsidiaries, despite any planning 

efforts. 

Whilst in recent years the highest Russian courts have attempted to regulate court practice in the sphere of 

taxation and to develop unified approaches to judging particular types of cases, there are still no clear rules for 

distinguishing between lawful tax optimisation and tax evasion. Courts have attempted to develop some anti-

avoidance principles, such as concepts of a taxpayer ñacting in bad faithò and ñunjustified tax benefitsò, thereby 

moving towards a substance-over-form approach and limiting the opportunity for corporate taxpayers to rely on a 

literal interpretation of the law. However, these concepts are formulated broadly and are open to different 

interpretations and their status in the Russian legal system is hence unclear. The views of the highest courts are also 

somewhat volatile and may change within a relatively short period of time and ordinary court decisions do not create 

precedent law or rules in Russia. 

Tax returns in Russia generally remain open and subject to audit by the tax authorities for a period of three 

calendar years. Russian tax legislation also imposes a three-year time limit for the imposition of fines for 

underpayment of taxes and other tax offences. However, the law allows this time limit to be extended if a taxpayer 

actively obstructs or hinders a tax audit. These concepts of obstructing or hindering, however, are not defined and 

therefore their scope is unclear and may be broadly interpreted by the tax authorities in order to carry out audits and 

apply penalties beyond the three-year term. There is therefore no guarantee that the tax authorities will not review 

Evrazôs Russian subsidiariesô compliance with Russian tax laws beyond the normal three-year limitation period. 

Since 1 January 2012 new transfer pricing legislation has been introduced to the Russian tax law. Due to 

the very recent nature of the legislation, there is an element of risk and uncertainty with regard to the tax position of 

the Issuerôs Russian subsidiaries, and the outcome of any disputes with the Russian tax authorities is unpredictable.  

Misinterpretation of, or failure to properly implement, the Russian transfer pricing law could have a 

material adverse effect on Evrazôs business, financial condition and results of operations. 
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RISKS RELATING TO RU SSIA AND OTHER EMERGING MARKE TS 

The majority of Evrazôs assets are located in emerging markets, which are subject to greater risks than the more 

developed markets. 

As is the case for other large multinational companies, Evraz sells its products throughout the world and 

produces them in many countries, which exposes it to a variety of risks associated with being a global business. 

Evraz has production facilities in Russia, where a substantial number of its fixed assets are located, Ukraine, the 

Czech Republic, Italy, South Africa, the United States and Canada. Because a substantial amount of Evrazôs assets 

are located in Russia, Evraz has significant exposure to risks relating to the country. Evrazôs operations in Ukraine 

and South Africa expose it to similar risks that are common to most emerging markets. Generally, investments in 

emerging markets are only suitable for sophisticated investors who fully appreciate the significance of the risks 

involved in, and are familiar with, investing in emerging markets. In particular, investors should be aware that 

emerging markets such as Russia, Ukraine and South Africa are subject to greater risk than more developed markets, 

including significant political, economic and legal risks. Prospective investors should also note that emerging 

economies are subject to rapid change and that some or all of the information set out in this Prospectus may become 

outdated relatively quickly. Moreover, financial turmoil in any emerging market tends to adversely affect prices in 

debt and equity markets of all emerging markets, as investors move their money to more stable, developed markets. 

In case of a global economic downturn, financial problems caused by the global economic slowdown and an 

increase in the perceived risks associated with investing in emerging economies could dampen foreign investment in 

emerging markets such as Russia, Ukraine and South Africa, resulting in an outflow of capital and an adverse effect 

on the Russian, Ukrainian and South African economies. Accordingly, prospective investors should exercise 

particular care in evaluating the risks involved and must decide whether, in light of those risks, their investment is 

appropriate. 

Political and governmental instability and possible political conflicts could create an uncertain operating 

environment, hindering Evrazôs long-term planning ability, and could have an adverse effect on Evrazôs 

business, financial condition, results of operations and future prospects. 

As with any investment, there exists the risk of adverse political or regulatory developments, including, but 

not limited to, nationalisation, appropriation without fair compensation, terrorism, war or currency restrictions, 

which could have a material adverse effect on Evrazôs business, financial condition, results of operations and future 

prospects. This risk is compounded in certain countries where political instability has been an inherent part of the 

countryôs development. 

Although the political situation in Russia has stabilised since 2000, future political instability could result in 

a worsening overall economic situation, including capital flight and a slowdown of investment and business activity.  

Shifts in government policy and regulation in Russia could also lead to political instability and disrupt or 

reverse political, economic, regulatory and other reforms. Any significant change in or suspension of the Russian 

governmentôs programme of reform, major policy shifts or lack of consensus between the government, parliament 

and other national or regional authorities, as well as powerful economic groups could lead to a deterioration in the 

investment climate that might limit the ability of Evraz to obtain financing in the international capital markets or 

otherwise have a material adverse effect on Evrazôs business, financial condition, results of operations and future 

prospects. 

Any political uncertainty in Ukraine may also lead to political, legal and economic instability. 

Parliamentary elections were last held in Ukraine in October 2012, resulting in most parliamentary seats being held 

by the ruling party. Any circumstances or changes affecting the stability of the Ukrainian government or involving a 

rejection or reversal of reform policies favouring privatisation, industrial restructuring and administrative reform 

may have a material adverse effect on the Ukrainian economy and Evrazôs business, financial condition, results of 

operations and future prospects.  

Certain government policies, or the selective and arbitrary enforcement of such policies, could have an adverse 

effect on Evrazôs business, financial condition, results of operations and future prospects, as well as investments 

in the emerging markets more generally. 

Major policy shifts could hinder or reverse political, economic and regulatory reforms. Government 

authorities may adopt policies that could adversely affect private sector companies generally or in any particular 

sector, or in which there is significant foreign ownership. For example, within the international sphere, Russia has 

adopted a more assertive approach to the definition and pursuit of its interests. If Russia were to adopt restrictive 

economic measures against countries that are important to Evrazôs business, or if trade between Russia and such 
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countries were otherwise to be interrupted for political reasons, Evrazôs business, financial condition, results of 

operations and future prospects could be materially and adversely affected. 

For example, on 24 March 2013,  the government of Cyprus, the European Union and the IMF reached a 

provisional agreement regarding the provision of a EUR10 billion loan and related finance package to Cyprus, such 

loan and finance package being conditional on Cyprus implementing a comprehensive economic adjustment 

program (the ñCyprus Economic Adjustment Programò). The full scope of the Cyprus Economic Adjustment 

Program is still under discussion, but it will include a scheme for the reorganization of the Cypriot banking system 

which will result in Cyprus Popular Bank Public Co Ltd (ñCyprus Popular Bankò), Cyprusô second largest bank, 

being absorbed into Bank of Cyprus plc and deposit holders with credit balances of in excess of EUR100,000 held 

with Cyprus Popular Bank or Bank of Cyprus plc suffering significant losses. Although Cypriot banks reopened on 

28 March 2013, restrictions on bank transfers and withdrawals from banking institutions in Cyprus remain in effect 

as at the date hereof in order to enable Cyprus to implement of the Cyprus Economic Adjustment Program. The 

consequences of the recent disruption to the Cyprus banking system and the anticipated implementation of the 

Cyprus Economic Adjustment Program are unforeseeable and may adversely affect the legal and economic 

environment in Cyprus. Further change to the legal, taxation or regulatory regime in Cyprus or in other countries 

could have an adverse impact on Evrazôs business, financial condition, results of operations and future prospects. 

Moreover, regulatory authorities in emerging markets countries often tend to have a high degree of 

discretion and at times appear to exercise their discretion selectively or arbitrarily, without hearing or prior notice. 

Such arbitrary governmental actions have reportedly included denial or withdrawal of licenses, sudden and 

unexpected tax audits, criminal prosecutions and civil actions. Furthermore, government authorities have the power 

in certain circumstances to interfere with the performance of, nullify or terminate contracts and, through their tax, 

environmental and prosecutorial arms, may engage in selective investigations and prosecutions of particular 

companies or persons. In this environment, Evrazôs competitors may receive preferential treatment from certain 

governmental authorities, which could give Evrazôs competitors a competitive advantage. Unlawful, selective or 

arbitrary government action, if directed at Evrazôs operations, could have a material adverse effect on Evrazôs 

business, financial condition, results of operations or future prospects. 

Shareholder liability under Russian legislation could cause the Issuer to become liable for the obligations of its 

Russian subsidiaries and its Russian joint venture entities. 

Under Russian law, the Issuer may be jointly and severally liable for the obligations of its Russian 

subsidiaries or joint venture entities together with such entities if (i) the Issuer has the ability to make decisions for 

such Russian subsidiaries or joint venture entities as a result of its ownership interest, the terms of a binding contract 

with such Russian subsidiary or joint venture entity or in any other way, (ii) the Issuer has the ability to issue 

mandatory instructions to such Russian subsidiaries or joint venture entities and that ability is provided for by the 

charter of the relevant Russian subsidiary or joint venture entity, or in a binding contract with such Russian 

subsidiary or joint venture entity and (iii) the relevant Russian subsidiary or joint venture entity concluded the 

transaction giving rise to the obligations pursuant to the Issuerôs mandatory instructions. In addition, the Issuer may 

have secondary liability for the obligations of its Russian subsidiaries or joint venture entities in a situation where 

the respective Russian subsidiary or joint venture fails to meet its obligations if (a) the Issuer has the ability to make 

decisions for the relevant Russian subsidiary or joint venture entity as a result of its ownership interest, the terms of 

a binding contract with such Russian subsidiary or joint venture entity, or in any other way and (b) the relevant 

Russian subsidiary or joint venture entity becomes insolvent or bankrupt and this is attributable to the Issuer (i.e. the 

Issuer has used its ability referred to in (a) above knowing that this would result in insolvency or bankruptcy of the 

relevant Russian subsidiary or joint venture entity). This type of liability could result in significant losses, and could 

have a material adverse effect on Evrazôs business, financial condition, results of operations and future prospects. 

 

The Russian Law on Strategic Enterprises may adversely affect Evrazôs business, results of operations and 

financial condition. 

On 7 May 2008, the Federal Law No. 57-FZ ñOn the Procedure for Implementing Foreign Investment in 

Commercial Enterprises Having Strategic Importance for Securing the National Defense and Security of the Stateò 

(the ñLaw on Strategic Enterprisesò) became effective. Under the Law on Strategic Enterprises, foreign investors 

(or their groups of companies) acquiring direct or indirect ñcontrolò (as defined in the Law on Strategic Enterprises) 

over Russian companies that have strategic importance for securing the national defense and security of Russia 

(ñStrategic Enterprisesò) are required to obtain the prior approval, or, in certain cases, post-transaction approval, of 

a special commission created by the Russian Government (the ñForeign Investments Supervision Commissionò). 

Such approval is subject to a determination by the Federal Security Service of Russia that the acquisition of control 

does not threaten the national defense and security of the Russian state. Additionally, the approval may be subject to 

the fulfilment of certain conditions by the foreign investor, including, among others, implementing the Strategic 

Enterpriseôs business plan, ensuring the employment of a certain number of personnel and processing in Russia of 
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the natural resources produced by the Strategic Enterprise in Russia. If a transaction were to be concluded without 

the pre or post, as applicable, approval of the Foreign Investments Supervision Commission, the regulator may 

attempt through a Russian court to block voting of that interest in the subsidiary that had been designated a Strategic 

Enterprise. 

Strategic Enterprises include companies that conduct certain types of activities listed in the Law on 

Strategic Enterprises, for example, companies that produce and sell metals and alloys that are used for production of 

weapons and military machinery and hold a dominant position in the market for the production and sale of such 

metals and alloys are considered Strategic Enterprises. Under the Law on Strategic Enterprises, certain Russian 

subsidiaries of Evraz (for example the EVRAZ Nakhodka Trade Sea Port which is on the list of natural monopolies 

in the field of transportation terminal and support services) may be recognised as Strategic Enterprises. If a company 

is on the list of natural monopolies, the presumption is that it is a Strategic Enterprise.  

As a result, a direct or indirect acquisition of control over subsidiaries that are recognised to be strategic 

enterprises by a foreign investor (or its group of companies) may be subject to the prior consent, or, in limited 

circumstances, post-transaction approval, of the Foreign Investments Supervision Commission. The Russian Law on 

Strategic Enterprises should apply to a transfer of shares in a company considered to be or have a Strategic 

Enterprise where a purchaser acquires an interest of more than 50%, whether directly or indirectly, in such company. 

Accordingly, the ability of Evraz to sell certain of its Russian subsidiaries to foreign investors or the ability of 

Evrazôs ultimate beneficial owners to sell a controlling stake in the Issuerôs shares to a foreign investor may be 

restricted. In addition, the potential necessity to receive consent from the Foreign Investments Supervision 

Commission and the chance of not being granted such consent may affect Evrazôs ability to create joint ventures 

with foreign partners. In relation to Strategic Enterprises, certain intra group restructuring transactions that are 

transactions with or between entities under the direct or indirect control of Russian Federation or Russian citizens 

are subject to an exemption from a requirement for prior consent.  Violation of the law of Strategic Enterprises may 

lead to transactions being voided or the deprivation of voting rights.  If any of these potential restrictions were to be 

imposed on Evraz, it could have a material adverse effect on Evrazôs strategy, business, financial condition, results 

of operations and future prospects. 

Russian and Ukrainian property law is subject to uncertainty and contradiction. 

The legal framework relating to the ownership and use of land in Russia and Ukraine is not yet sufficiently 

developed to support private ownership of land to the same extent as is common in some of the more developed 

market economies of North America and Europe. Land use and title systems rely on complex traditional ownership 

systems. As a result, the title of land that Evraz might invest in may be unclear or in doubt. Moreover, the validity of 

Evrazôs right to title or use of its properties may be successfully challenged or invalidated due to technical violations 

or defects in title. Such instability creates uncertainties in the operating environment in the emerging market nations, 

which could hinder Evrazôs long-term planning efforts and may prevent Evraz from carrying out its business 

strategy effectively and efficiently. If the real property owned or leased by Evraz is found not to be in compliance 

with all applicable approvals, consents, registrations or other regulations, Evraz may lose the use of such real 

property, which could have a material adverse effect on Evrazôs business, financial condition, results of operations 

and future prospects. 

Crime and corruption could create a difficult business climate in the emerging markets. 

Despite governmental campaigns against organised crime and corruption, such activities could have a 

material adverse effect on the business climate in Russia generally, and on Evrazôs operating results and financial 

position in particular.  

Fluctuations in the global economy, as well as the general economic instability of Russia, Ukraine and South 

Africa, could materially adversely affect Evrazôs business, financial condition, results of operations and future 

prospects. 

Russia, Ukraine and South Africa are developing economies, with a large portion of their GDP being 

supported by strong export activity. This makes their economies particularly vulnerable to global market downturns 

or slowdowns. 

Russia 

The Russian economy has been subject to abrupt downturns in the past. At the onset of the global financial 

and economic crisis in the latter part of 2008 and the early part of 2009, commodity prices on the world market 

plunged, with the price of crude oil, for example, decreasing by more than 70% between July 2008 and the 
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beginning of 2009. Prices subsequently recovered over the first half of 2009. As a major oil producer, Russia is 

particularly vulnerable to such price fluctuations. Russia is also a major producer and exporter of metal products and 

its economy is vulnerable to fluctuations in world commodity prices and the imposition of tariffs and/or anti-

dumping measures by the United States, the European Union or by other principal export markets. A sustained 

decline in the prices of crude oil, natural gas and other commodities could have a substantial adverse impact on the 

Russian economy, which, in turn, could have a material adverse effect on Evrazôs business, financial condition, 

results of operations and future prospects. Although from 2010 to 2012 prices substantially recovered, decreases or 

fluctuations in world commodity prices would in the future have a materially adverse impact on the Russian 

economy, which in turn could have a material adverse effect on Evrazôs Russian operations, affecting its business, 

results of operations and future prospects. 

Ukraine 

The severity with which Ukraineôs economy was affected by the global financial and economic crisis was 

primarily due to the fact that a significant portion of Ukraineôs economy relies on the production and exportation of 

metal and agricultural products and is therefore especially vulnerable to decreases in demand for exports, as well as 

to fluctuations in world commodity prices and the imposition of tariffs by the United States and the European 

Union. As a result of the global financial and economic crisis, In particular, Ukraineôs relatively heavy reliance on 

exports of ferrous and non ferrous metals and their products (approximately 34%, 32% and 27% of total goods 

exports value in 2010, 2011 and 2012, respectively) makes the countryôs export revenues, and, by extension, its 

broader macroeconomic performance, vulnerable to decreases or fluctuations in global metal demand or prices. 

Although 2010 through 2012 has seen significant recovery, decreases or fluctuations in world commodity prices 

could in the future have a material adverse effect on the Ukrainian economy, which in turn could have a material 

adverse effect on Evrazôs Ukrainian operations, affecting its business, results of operations and future prospects. 

South Africa 

Although South Africaôs real GDP rose by 3.1% in 2010, by 3.5% in 2011 and 2.5% in 2012, the overall 

deterioration in global growth negatively affected the countryôs economy and investments into South Africa, as well 

as export growth. The European Union is South Africaôs largest export market. A decline in demand for imports 

from the European Union could have a material adverse effect on South African exports and South Africaôs 

economic growth, and, in turn, on Evrazôs South African operations, affecting its results of operations and future 

prospects. 

Any of the following risks, which the Russian, Ukrainian and South African economies have experienced 

at various times in the past and some of which they experienced in 2012, 2011 and 2010, could have a material 

adverse effect on the investment climate in Russia, Ukraine and South Africa and, in turn, may adversely affect or 

have already adversely affected Evraz: 

Å significant declines in GDP and consumption; 

Å high levels of inflation; 

Å an unstable currency and instability in the local currency market; 

Å pervasive capital flight; 

Å corruption and the penetration of organised crime into the economy; 

Å significant increases in unemployment and underemployment; 

Å the impoverishment of a large portion of the population; and 

Å widespread tax evasion. 

Russiaôs and Ukraineôs physical infrastructure is in poor condition. 

The physical infrastructure in Russia and Ukraine, including rail and road networks, power generation and 

transmission, communication systems and building stock, largely dates back to Soviet times and has not been 

adequately funded and maintained. Electricity and heating shortages in some regions of Russia have seriously 

disrupted the local economies. For example, in August 2009, an accident at the Sayano Shushenskaya hydroelectric 

power plant in Russia resulted in a significant portion of the supply to the local power grid being lost, which led to 
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widespread power failure in the region and forced all major users of electric power, such as aluminium smelters, to 

switch to generators. Road conditions throughout Russia and Ukraine are also poor, with many roads not meeting 

modern quality requirements. The Russian Government and the Ukrainian Government are actively pursuing the 

reorganisation of the nationôs rail, electricity and telephone systems. Any such reorganisation may result in 

increased charges and tariffs while failing to generate the anticipated capital investment needed to repair, maintain 

and improve these systems. The poor condition or further deterioration of Russiaôs and Ukraineôs physical 

infrastructure may harm both nationsô economies, disrupt access to communications, increase the cost of doing 

business in Russia or Ukraine or disrupt business operations, any or all of which could have a material adverse effect 

on Evrazôs business, financial condition, results of operations and future prospects. 

The introduction or maintenance of currency restrictions may limit Evrazôs ability to execute its strategy or 

operate its business or could otherwise adversely affect the markets in which it operates. 

During the 1990s, Russian and Ukrainian currency regulation and control regimes severely limited, and, at 

times, prohibited, certain hard currency payments and operations. The liberalisation of these regimes was followed 

by approximately 10 years of generally stable currency climate in the countries where Evraz operates. However, 

with the onset of financial instability in certain countries such as Cyprus or Greece, the introduction of restrictions 

or prohibitions in currency regulation and control regimes in these or other countries facing financial or budget 

difficulties cannot be excluded. There can be no assurance that as a result of financial instability new restrictions or 

prohibitions in currency regulation and control regime will not be imposed.  

In the Republic of South Africa, however, capital flows to and from the Republic of South Africa are 

currently limited by exchange controls. South African law provides for exchange control regulations that restrict the 

export of capital from the Republic of South Africa without the prior approval of the South African Reserve Bank. 

These regulations limit the extent to which entities can borrow funds from non-South African sources for use in the 

Republic of South Africa. In 1995, the South African government began relaxing certain exchange control 

regulations and has recently stated that it intends to continue this gradual relaxation. The extent to which the South 

African government may further relax such exchange controls cannot be predicted with certainty. Despite this 

relaxation, controls could be re-imposed or new restrictions imposed on capital mobility from the Republic of South 

Africa. 

Restrictions or prohibitions on hard currency payments and operations, such as those currently in effect in 

South Africa, could limit Evrazôs ability to invest in its capital improvement programmes, pursue attractive 

acquisition opportunities, purchase raw materials or sell its products internationally. In addition, such restrictions or 

prohibitions may limit Evrazôs ability to repatriate earnings from securities of its subsidiaries located in the country 

where such restrictions or prohibitions apply, or otherwise have a negative impact on the capital markets of that 

country. The consequences of any new restrictions or prohibitions in Russia, in particular, as well as in Ukraine, 

South Africa, Cyprus or other countries could have a material adverse effect on Evrazôs business, financial 

condition, results of operations and future prospects. 

Weakness relating to the Russian and Ukrainian legal systems and legislation creates an uncertain environment 

for investment and business activity that could, in turn, have a material adverse effect on Evrazôs business, 

financial condition, results of operations and future prospects. 

At the heart of a successful transition to a market economy is a comprehensive and well-developed legal 

system. Russiaôs and Ukraineôs legal frameworks are still under development and large portions of these 

frameworks have only recently become operational. The relatively recent enactment of many laws and the lack of 

consensus about the aims, scope, content and pace of economic and political reforms have resulted in ambiguities, 

inconsistencies and anomalies in the Russian and Ukrainian legal systems. The enforceability and underlying 

constitutionality of more recently enacted laws are in doubt, and many new laws remain untested. Any or all of these 

weaknesses could affect Evrazôs ability to determine whether, for example, it has adequate property rights, or 

whether it can enforce its legal rights in Russia or Ukraine, including rights under its contracts, or to defend against 

claims by others in Russia or Ukraine. 

Furthermore, the independence of the Russian and Ukrainian judicial systems remains largely untested. The 

court system in both countries is understaffed and under funded and not immune to external influences. Judges and 

the courts are often inexperienced in interpreting and applying many aspects of business and corporate law. Judicial 

precedents generally have no binding effect on subsequent decisions. Not all court decisions are readily available to 

the public. Enforcement of court judgments can, in practice, be very difficult in Russia and Ukraine. All of these 

factors make judicial decisions in Russia and Ukraine difficult to predict, and effective redress uncertain. 

Additionally, court claims and prosecutions are sometimes influenced by, or used in furtherance of, private interests. 

Evraz may be subject to such claims and may not be able to receive a fair trial. 
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In addition, the current status of the Russian legal system makes it uncertain whether Evraz would be able 

to enforce its rights in disputes with its contractual partners or other parties. The Budget Code sets additional 

requirements for enforcing rights against the federal budget, which may potentially delay the payment of sums due 

to Evraz from the federal budget. Furthermore, the dispersion of regulatory power among a number of government 

agencies in Russia has resulted in inconsistent or contradictory regulations and unpredictable enforcement. Evrazôs 

ability to operate in Russia could thus be adversely affected by difficulties in protecting and enforcing its rights and 

by future changes to local laws and regulations. 

The risks of the current legal system in both Russia and Ukraine include, but are not limited to: 

Å inconsistencies between and among the constitution, laws, presidential decrees and governmental, 

ministerial and local orders, decisions, resolutions and other acts; 

Å limited judicial and administrative guidance on interpreting legislation; 

Å gaps in the regulatory structure due to the absence of or delay in implementing regulations; 

Å the relative inexperience of judges and courts in interpreting new principles of Russian and 

Ukrainian law, particularly in relation to business and commercial law; 

Å bankruptcy procedures that are still under development; 

Å a lack of judicial independence from political, social and commercial forces; 

Å problematic and time-consuming enforcement of both domestic and foreign judicial orders and 

international arbitration awards; 

Å a high degree of discretion on the part of governmental authorities, leaving significant opportunities 

for arbitrary government action; and 

Å a tendency to formalism in interpreting procedural requirements; including a willingness to order the 

liquidation of a company due to its formal non-compliance with certain requirements, the nature of 

which can be unclear, during formation, reorganisation or operation. 

All of the above risks could affect Evrazôs ability to ascertain its rights or to seek or obtain effective redress 

in the Russian or Ukrainian courts, which could have a material adverse effect on Evrazôs business, financial 

condition and results of operations. 

Foreign judgments and arbitral awards may not be enforceable against the Issuerôs Russian and Ukrainian 

subsidiaries. 

Although the Issuer is incorporated in Luxembourg, most of Evrazôs assets are located in Russia and some 

in Ukraine. Judgments rendered by a court in any jurisdiction outside Russia or Ukraine are likely to be recognised 

by courts in Russia only if (i) an international treaty providing for the recognition and enforcement of judgments in 

civil cases exists between Russia (or Ukraine) and the country where the judgment is rendered and/or (ii) a federal 

law of Russia (or Ukraine) providing for the recognition and enforcement of foreign court judgments is adopted. No 

such federal law has been passed and no such treaty exists between Luxembourg, the United Kingdom or the United 

States and Russia/Ukraine for the reciprocal enforcement of foreign courtsô judgments. In the absence of an 

applicable treaty or convention providing for the recognition and enforcement of judgments in civil and commercial 

matters between the United Kingdom or the United States and Russia/Ukraine, a judgment of a court in England or 

the United States may be recognised and enforced in Russia/Ukraine only on the grounds of reciprocity. In each 

case, reciprocity must be established and, in the absence of a developed court practice, it is difficult to predict 

whether a Russian or Ukrainian court will be inclined to recognise and enforce a Luxembourg, English or U.S. court 

judgment on the grounds of reciprocity in any particular instance. 

In South Africa, Evraz may be subject to legislative requirements stemming from Broad Based Black Economic 

Empowerment. 

Broad Based Black Economic Empowerment (ñBBBEEò) is a core tenet of the South African 

Governmentôs initiative to address the economic exclusion of previously disadvantaged South Africans by 

encouraging the redistribution of wealth and opportunities to such persons. As part of this initiative, the BBBEE Act 

of 2003, which became effective in April 2004, aims to facilitate BBBEE by: promoting economic transformation to 
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allow meaningful participation by black people in the economy; changing the racial composition of ownership and 

management structures in enterprises; promoting investment programmes that lead to BBBEE; enabling access to 

economic activities, infrastructure and skills for black women and rural and local communities; increasing the extent 

to which workers, communities and co-operatives own and manage enterprises; and promoting access to finance for 

black economic empowerment. The Codes of Good Practice (the ñCodesò), issued by the Department of Trade and 

Industry, cover concepts such as the measurement of ownership and management control, preferential procurement, 

employment equity, skills development, enterprise development and socio economic development. The Codes 

intend to encourage both public and private enterprises, through the issuing of licenses (e.g. water, emissions and 

waste licenses), concessions, sale of assets (e.g. the Mapochs Mine Empowerment Deal) and preferential 

procurement, to implement appropriate BBBEE initiatives. As the BBBEE Act of 2003, the Codes and other policy 

measures designed to implement the goals of BBBEE are subject to multiple interpretations by multiple branches of 

the South African Government, there can be no assurance that Evrazôs South African operations will be viewed by 

the executive or judicial branches of the South African Government as remaining in compliance with the 

requirements established by the Codes. Although EVRAZ Highveld was awarded a Level 5 BBBEE contributor 

rating by the South African National Accreditation System accredited agency B-Logic in September 2011, and the 

assessment of the rating for the 2012 financial year is underway, any future non-compliance or accusation of non-

compliance could result in the imposition of administrative sanctions, which could materially and adversely affect 

Evrazôs South African business, results of operations and future prospects. 

RISKS RELATING TO THE NOTES AND THE TRADING MARKET  

The Notes may not have an active trading market, which may have an adverse impact on the value of the Notes. 

An active trading market for the Notes may not develop. The Notes have not been registered under the 

Securities Act or any U.S. state securities laws and, unless so registered, may not be offered or sold except in a 

transaction exempt from, or not subject to, the registration requirements of the Securities Act and applicable state 

securities laws. Application has been made for admission to trading of the Notes on the Main Securities Market. 

However, there can be no assurance that a liquid market will develop for the Notes, that holders of the Notes will be 

able to sell their Notes or that such holders will be able to sell their Notes for a price that reflects their value. 

In addition, the markets for emerging market debt have been subject to disruptions that have caused 

substantial volatility in the prices of securities similar to the Notes. There can be no assurance that the market for the 

Notes will not be subject to similar disruptions. Any such disruptions may have an adverse effect on holders of the 

Notes. 

Payments under the Notes are effectively subordinated to secured indebtedness of the Issuer and structurally 

subordinated to secured and unsecured indebtedness of the Issuerôs subsidiaries. 

The obligations of the Issuer under the Notes, for which there is no guarantor, may be effectively 

subordinated to other secured obligations of the Issuer to the extent of the collateral over which security has been 

given and structurally subordinated to the existing obligations, both secured and unsecured, of the Issuerôs 

subsidiaries. As of 31 December 2012, the principal amount of Evrazôs consolidated indebtedness (consisting for the 

purposes of this paragraph of long-term and short-term interest bearing loans and borrowings) amounted to 

U.S.$7,932 million. Some of this indebtedness is secured indebtedness of the Issuerôs subsidiaries and the Notes 

may be structurally subordinated to this secured indebtedness. 

Subject to certain limitations set forth in the Terms and Conditions, the Issuer may be able to incur 

substantial secured debt, and its subsidiaries may be able to incur substantial additional structurally senior debt, 

secured or unsecured, in the future. The incurrence of additional indebtedness by either the Issuer or any of its 

subsidiaries, including in particular indebtedness that is structurally or effectively senior to the Notes, may have a 

material adverse effect on the value of an investment in the Notes. See ñTerms and Conditions of the Notesò. 

In addition, the Issuer is a holding company with limited assets other than the shares of its subsidiaries and 

accordingly, will depend upon payments from its subsidiaries to make payments on the Notes. The subsidiaries of 

the Issuer are separate and distinct legal entities and have no obligation, contingent or otherwise, to pay any amounts 

due pursuant to the Notes or to make any funds available for these purposes, whether by dividends, loans, 

distributions or other payments, and do not guarantee the payment of interest on, or principal of, the Notes. Any 

right that the Issuer has to receive any assets of any operating subsidiary upon liquidation or reorganisation, and the 

consequent right of holders of Notes to realise proceeds from the sale of such a subsidiaryôs assets, will be 

effectively subordinated to claims of that subsidiaryôs creditors, including trade creditors and holders of debt issued 

by that subsidiary. 
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The Terms and Conditions include certain restrictions on Evrazôs operations that may have a material adverse 

effect on Evrazôs business, financial condition, results of operations or prospects. 

The Terms and Conditions will, among other things, restrict, with certain exceptions, the ability of the 

Issuer and in certain cases its Subsidiaries (as defined in Condition 19 of the Notes (Definitions)) to (i) incur liens; 

(ii)  incur indebtedness; (iii) engage in transactions with affiliates; (iv) sell assets; and (v) undertake certain mergers 

and similar transactions. The terms and conditions of the 8.875% notes issued by the Issuer due in 2013 (the ñ2013 

Notesò), and the 7.40% notes due in 2017 (the ñ2017 Notesò), the 9.50% notes due in 2018 (the ñ9.50% 2018 

Notesò) and the 6.75% notes due in 2018 (the ñ6.75% 2018 Notesò) are substantially similar. In addition, the 

conditions of notes issued by the Issuer due in 2015 (the ñ2015 Notesò) and guaranteed by Mastercroft Limited, 

restrict, up to the scheduled redemption dates, with certain exceptions, the ability of the Issuer and its Material 

Subsidiaries (as defined in the Conditions of the 2015 Notes) to (i) incur liens; (ii) incur indebtedness (which 

restriction applies to Subsidiaries, as such term is defined in the Conditions of the 2015 Notes); (iii) engage in 

transactions with affiliates; (iv) sell assets; and (v) undertake certain mergers and similar transactions. 

Although these restrictions are intended to preserve the creditworthiness of Evraz and the Notes, as well as 

of the 2013 Notes, the 2015 Notes, the 2017 Notes, the 6.75% 2018 Notes and the 9.50% 2018 Notes, they may also 

hinder the ability of Evraz to implement its business strategy and could have a material adverse effect on Evrazôs 

business, financial condition, results of operations or prospects. 

To the extent that Evraz does not comply with the Terms and Conditions of the Notes, the 2013 Notes, the 

2015 Notes, the 2017 Notes, the 6.75% 2018 Notes and the 9.50% 2018 Notes or any other indebtedness and is not 

able to obtain a waiver, the relevant indebtedness (including the Notes) as well as other indebtedness may become 

immediately repayable. Any such acceleration of Evrazôs indebtedness would have a material adverse effect on its 

business, financial condition, results of operations and prospects. 

The Notes may be subject to prepayment. 

In the event that the Issuer is obliged to increase the amounts payable under the Notes, as a result of any tax 

becoming applicable to such payments, the Issuer may, at its option, prepay the Notes. If the Issuer redeems the 

Notes under such circumstances, the redemption prices will be equal to 100% of the principal amount of the Notes 

plus any accrued interest and additional amounts due. See ñTerms and Condition of the NotesðRedemption and 

PurchaseðRedemption for Taxation Reasonsò. The Issuer may also redeem the Notes, in whole or in part, at any 

time on at least 30 daysô notice but not more than 60 daysô notice to Noteholders at their principal amount plus 

Applicable Premium (as defined in Condition 19 of the Notes (Definitions)) together with accrued interest to the 

redemption date. See ñTerms and Conditions of the NotesðRedemption and PurchaseðRedemption at Make-

Wholeò. 

EU Savings Directive 

 

Under Council Directive 2003/48/EC on the Taxation of Savings Income (the ñEuropean Union Savings 

Directiveò), member states are required to provide to the tax authorities of another member state details of payments 

of interest and other similar income (similar income for this purpose includes payments on redemption of the Notes 

representing any discount on the issue of the Notes or any premium payable on redemption) paid by a paying agent 

(within the meaning of the European Union Savings Directive) to an individual resident or certain types of entities 

called ñresidual entitiesò, within the meaning of the European Union Savings Directive, established in that other 

European Union member state. For a transitional period, however, Austria and Luxembourg are permitted to apply 

an optional information reporting system whereby if a beneficial owner (within the meaning of the European Union 

Savings Directive) does not comply with one of two procedures for information reporting, the relevant European 

Union member state will levy a withholding tax on payments to such beneficial owner. The withholding tax system 

will apply for a transitional period. The current rate of the withholding is 35%. The transitional period will end after 

agreement on exchange of information is reached between the European Union and certain non-European Union 

states. No withholding will be required where the Noteholder authorises the paying agent (within the meaning of the 

European Union Savings Directive) making the payment to report the payment or present a certificate from the 

relevant tax authority establishing exemption therefrom. Also with effect from 1 July 2005, a number of non-

European Union countries (Switzerland, Andorra, Liechtenstein, Monaco and San Marino (the ñNon-European 

Union Countriesò)) and certain dependent or associated territories (Jersey, Guernsey, Isle of Man, Montserrat, 

British Virgin Islands, Curaçao, Saba, Saint Eustatius, Bonaire, St. Maarten, Cayman Islands, Turks and Caicos 

Islands, Anguilla and Aruba (together with the Non-European Union Countries, the ñTerritoriesò) have agreed to 

adopt similar measures (either provision of information or transitional withholding arrangements) in relation to 

payments made by a paying agent (within the meaning of the European Union Savings Directive) established within 

such countries or Territories to, or collected by such a paying agent for, an individual resident or a ñresidual entityò 
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(within the meaning of the European Union Savings Directive) established in a European Union member state. In 

addition, Luxembourg has entered into reciprocal provision of information or transitional withholding arrangements 

with certain of those Territories in relation to payments made by a paying agent (within the meaning of the 

European Union Savings Directive) established in Luxembourg to, or collected by such a paying agent for, an 

individual resident or a ñresidual entityò (within the meaning of the European Union Savings Directive) established 

in one of those Territories. 

The European Commission has proposed certain amendments to the European Union Savings Directive, 

which may, if implemented, amend or broaden the scope of the requirements described above. 

If a payment were to be made or collected through a member state which has opted for a withholding 

system and an amount of, or in respect of, tax were to be withheld from that payment, an additional amount under 

the terms of the Notes may not be required to be paid by the Issuer or any Paying Agent or any other person with 

respect to any Note as a result of the imposition of such withholding tax.  The Issuer is required to maintain a Paying 

Agent in a member state that is not obliged to withhold or deduct tax pursuant to the European Union Savings 

Directive, any other European Union Directive on the taxation of savings income implementing the conclusions of 

the ECOFIN Council Meeting of 26-27 November 2000 or any law implementing or complying with, or introduced 

in order to conform to, such Directive. 

The Notes are subject to interest rate risk. 

As the Notes bear a fixed rate of interest, an investment in the Notes involves the risk that subsequent 

changes in market interest rates may adversely affect the value of the Notes. 

The Notes are subject to exchange rate risk and exchange controls. 

The Issuer will pay principal and interest on the Notes in U.S. dollars. This presents certain risks relating to 

currency conversions if an investorôs financial activities are denominated principally in a currency or currency unit 

(the ñInvestorôs Currencyò) other than U.S. dollar. These include the risk that exchange rates may significantly 

change (including changes due to devaluation of the U.S. dollar or revaluation of the Investorôs Currency) and the 

risk that authorities with jurisdiction over the Investorôs Currency may impose or modify exchange controls. An 

appreciation in the value of the Investorôs Currency relative to the U.S. dollar would decrease (i) the Investor 

Currencyôs equivalent yield on the Notes; (ii) the Investorôs Currency equivalent value of the principal payable on 

the Notes; and (iii) the Investorôs Currency equivalent market value of the Notes. 

Changes to the credit ratings of the Issuer or the Notes may adversely affect the value of the Notes. 

The Notes have been rated BBī(EXP) by Fitch and B+ by Standard & Poorôs. The foregoing credit ratings 

do not mean that the Notes are a suitable investment. A rating is not a recommendation to buy, sell or hold securities 

and may be subject to revision, suspension or withdrawal at any time by the assigning rating organisation. The 

ratings do not address the likelihood that the principal on the Notes will be prepaid, paid on an expected final 

payment date or paid on any particular date before the legal final maturity date of the Notes. The ratings do not 

address the marketability of the Notes or any market price. The significance of each rating should be analysed 

independently from any other rating. Any changes in the credit ratings of the Issuer or the Notes could adversely 

affect the value of the Notes and the price that a subsequent purchaser will be willing to pay for the Notes. 

Legal investment considerations may restrict certain investments. 

The investment activities of certain investors are subject to investment laws and regulations, or to the 

review by, or regulation of, certain authorities. Each potential investor should consult its legal advisers to determine 

whether and to what extent (i) the Notes are legal investments to it; (ii) the Notes can be used as collateral for 

various types of borrowing; and (iii) other restrictions apply to its purchase or pledge of any Notes. Financial 

institutions should consult their legal advisers or the appropriate regulators to determine the appropriate treatment of 

the Notes under any applicable risk based capital or similar rules. 

The Notes may only be transferred in accordance with the procedures of the depositaries in which the Notes are 

deposited. 

Except in limited circumstances, the Notes will be issued only in global form with interests therein held 

through the facilities of Euroclear, Clearstream, Luxembourg and/or DTC. Ownership of beneficial interests in the 

Notes is shown on, and the transfer of that ownership is effected only through, records maintained by Euroclear, 

Clearstream, Luxembourg and/or DTC or their nominees and the records of their participants. The laws of some 
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jurisdictions may require that certain purchasers of securities take physical delivery of such securities in definitive 

form. These laws may impair the ability to transfer beneficial interests in the Notes. Because Euroclear, Clearstream, 

Luxembourg and/or DTC can only act on behalf of their participants, which, in turn, act on behalf of owners of 

beneficial interests held through such participants and certain banks, the ability of a person having a beneficial 

interest in a note to pledge or transfer such interest to persons or entities that do not participate in the Euroclear, 

Clearstream, Luxembourg and/or DTC systems may be impaired. 

The Issuer may issue additional Notes with identical terms that may have a negative impact on the market value 

of the original Notes. 

The Issuer may, without the consent of the Noteholders of outstanding Notes, issue additional Notes with 

identical terms. These additional Notes, even if they are treated for non-tax purposes as part of the same series as the 

original Notes, may be treated as a separate series for U.S. federal income tax purposes. If the additional Notes are 

issued with OID and the original Notes had no OID, or the additional Notes have a greater amount of OID than the 

original Notes, this may have a negative impact on the market value of the original Notes if the additional Notes are 

not otherwise distinguishable from the original Notes. 
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USE OF PROCEEDS 

The net proceeds to Evraz from the offering of the Notes are expected to be approximately 

U.S.$995,000,000. Evraz intends to use these net proceeds to refinance its existing indebtedness.  
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CAPITALISATION 

The following table sets forth, as at 31 December 2012, Evrazôs consolidated historical cash and cash 

equivalents, short- and long-term borrowings, equity and total capitalisation. 

 

As at 

31 December 

2012 

 
(U.S.$ 

millions) 

Cash and cash equivalents, including short-term deposits
(1)

 ...........................................................................  2,058 

Short-term borrowings (including current portion of long-term borrowings)
(1)

 ..............................................  1,619 

Long-term borrowings, net of current portion
(1)(2)

 ...........................................................................................  6,372 

Issued capital ...................................................................................................................................................  404 

Additional paid in capital ................................................................................................................................  1,419 

Revaluation surplus .........................................................................................................................................  173 

Legal reserve ...................................................................................................................................................  39 

Unrealised gains and losses .............................................................................................................................  5 

Accumulated profits ........................................................................................................................................  4,852 

Translation difference ......................................................................................................................................  (1,520) 

Non-controlling interests .................................................................................................................................  168 

Total equity .....................................................................................................................................................  5,540 

Total capitalisation
(3)(4)

 ....................................................................................................................................  11,912 

 
Notes: 

(1) Include balances of disposal groups held for sale. 

(2) For a description of Evrazôs long-term borrowings, please see Note 21 to the Consolidated Financial Statements. 

(3) Sum of long-term borrowings, net of current portion, and total equity. Evraz does not expect total capitalisation to significantly change 
following the issuance of the Notes, because the net proceeds will be used to refinance existing indebtedness. 

(4) Events occurring 31 December 2012 affecting capitalisation include, among others:  

 
In March 2013, Evraz re-purchased 9.25% rouble-denominated notes totalling 12,265 million roubles (U.S.$399 million at the 

exchange rate as of the date of the transaction) following the expiration of the option of holders to accept a new coupon of 8.75% per 

annum due 20 March 2015. The remaining notes with the aggregate principal amount of 2,735 million roubles (approximately 
U.S.$89 million) became a long-term debt and continue to be traded on the Moscow Exchange. Evraz may resell the repurchased 

notes on the market at any time. 

 
Starting from 1 January 2013, Evraz will apply the amended IAS 19 ñEmployee Benefitsò which introduced recognition of actuarial 

gains and losses and past-service costs in the period when they occur. The actuarial gains and losses are recorded in other 

comprehensive income and past-service costs are recognised in profit or loss. This amendment is required to be applied 
retrospectively. At 31 December 2012, Evraz had U.S.$332 million of unrecognised actuarial losses, net of unrecognised past-service 

costs (See Note 23 to the Consolidated Financial Statements), they will decrease Evrazôs equity and increase the liabilities under 

defined benefit plans. 
 

In January 2013, Evraz repaid revolving credit lines to Nordea Bank and did not make borrowings with the bank subsequent to the 

repayment. At 31 December 2012, these credit lines with a carrying value of U.S.$400 million were classified as non-current debt as 
the Group had an unconditional right to roll them over for a period exceeding 12 months after 31 December 2012. There are no terms 

or conditions which preclude Evraz from borrowing of these funds.  
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SELECTED CONSOLIDATED FINANCIAL INFORMATION 

The selected consolidated financial information set forth below presents historical consolidated financial 

information and other operating information of the Issuer as of 31 December 2012, 2011 and 2010 and for the years 

then ended. The selected consolidated financial information has been extracted without material adjustment from, 

and should be read in conjunction with, the Consolidated Financial Statements. The selected consolidated financial 

information should also be read in conjunction with ñManagementôs Discussion and Analysis of Financial Condition 

and Results of Operationsò. 

Evrazôs operating results were affected by the Issuerôs acquisitions and disposals of assets. See 

ñManagementôs Discussion and Analysis of Financial Condition and Results of OperationsðAcquisitions and 

Disposalsò. 

 Year ended 31 December 

 2012 2011 2010 

 (U.S.$ million) 
CONSOLIDATED INCOME STATEMENT DATA     
Revenues .............................................................................................................................  14,726 16,400 13,394 

Cost of revenues ..................................................................................................................  (11,797) (12,473) (10,319) 

Gross profit ........................................................................................................................  2,929 3,927 3,075 

Selling and distribution expenses ........................................................................................  (1,211) (1,154) (807) 

General and administration expenses...................................................................................  (850) (920) (732) 

Other operating income and expenses, net ...........................................................................  (615) 8 (206) 

Profit from operations .......................................................................................................  253 1,861 1,330 

Non-operating income and expense, net ..............................................................................  (148) (987) (697) 

Profit before tax .................................................................................................................  105 874 633 

Income tax expense .............................................................................................................  (229) (420) (163) 

Net profit /(loss) ..................................................................................................................  (124) 454 470 

Net profit /(loss) attributable to equity holders of the parent entity ...............................  (97) 462 486 

Net profit/(loss) attributable to non-controlling interests .....................................................  (27) (8) (16) 
Net income/(loss) per share .................................................................................................  (0.65) 3.21 3.51 

Weighted average number of shares outstanding .................................................................  148,881,040 143,956,990 138,623,788 

Steel segment income statement data    
Revenues(1) ..........................................................................................................................  13,543 14,717 12,123 

Cost of revenues(1) ...............................................................................................................  (11,154) (12,375) (9,983) 

Gross profit..........................................................................................................................  2,389 2,342 2,140 
Selling and distribution expenses ........................................................................................  (1,130) (1,097) (761) 

General and administration expenses...................................................................................  (466) (469) (403) 

Other operating income and expenses, net ...........................................................................  52 (196) (98) 
Profit from operations .........................................................................................................  845 580 878 

Mining segment income statement data    

Revenues(1) ..........................................................................................................................  2,650 3,784 2,507 

Cost of revenues(1) ...............................................................................................................  (2,306) (2,363) (1,569) 
Gross profit..........................................................................................................................  344 1,421 938 

Selling and distribution expenses ........................................................................................  (118) (118) (110) 

General and administration expenses...................................................................................  (141) (143) (117) 
Other operating income and expenses, net ...........................................................................  (540) (10) (98) 

Operating profit/(loss) .........................................................................................................  (455) 1,150 613 

Vanadium segment income statement data    

Revenues(1) ..........................................................................................................................  520 665 566 

Cost of revenues(1) ...............................................................................................................  (494) (610) (501) 
Gross margin .......................................................................................................................  26 55 65 

Selling and distribution expenses ........................................................................................  (50) (21) (23) 

General and administration expenses...................................................................................  (37) (43) (36) 
Other operating income and expenses, net ...........................................................................  (6) (4) (16) 

Operating loss ......................................................................................................................  (67) (13) (10) 

Other operations income statement data    

Revenues(1) ..........................................................................................................................  1,046 966 823 
Cost of revenues(1) ...............................................................................................................  (779) (716) (601) 

Gross margin .......................................................................................................................  267 250 222 

Selling and distribution expenses ........................................................................................  (88) (85) (91) 
General and administration expenses...................................................................................  (22) (21) (27) 

Other operating income and expenses, net ...........................................................................  (7) 18 (27) 

Operating profit ...................................................................................................................  150 162 77 

Total assets ..........................................................................................................................  17,696 16,983 17,539 
Equity attributable to equity holders of the parent entity .....................................................  5,372 5,565 5,689 

Non-controlling interests .....................................................................................................  168 225 247 

Long-term debt, net of current portion ................................................................................  6,370 6,593 7,097 

CONSOLIDATED CASH FLOWS DATA     

Net cash flows (used in)/from operating activities ...............................................................  2,153 2,647 1,662 

Net cash flows (used in)/from investing activities ............................................................................  (1,301) (1,188) (744) 
Net cash flows (used in)/from financing activities ...............................................................  (301) (1,282) (899) 
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 Year ended 31 December 

 2012 2011 2010 

 (U.S.$ million) 
 

 

OTHER MEASURES 

  

 

Consolidated Adjusted EBITDA(2) ......................................................................................  2,022 2,899 2,350 

Steel segment Adjusted EBITDA(2) .....................................................................................  1,326 1,262 1,485 
Vanadium segment Adjusted EBITDA(2) .............................................................................  (19) 22 53 

Mining segment Adjusted EBITDA(2) .................................................................................  622 1,628 935 

Other operations Adjusted EBITDA(2) .................................................................................  189 197 144 
Net Debt(3) ...........................................................................................................................  5,937 6,442 7,184 

Cash and cash equivalents ...................................................................................................  1,314 801 683 

 
Notes: 

(1) Segment revenues and cost of revenues include inter-segment sales. 

(2) Adjusted EBITDA represents profit from operations plus depreciation, depletion and amortisation, impairment of assets, loss (gain) on 
disposal of property, plant and equipment and foreign exchange loss (gain). Evraz presents Adjusted EBITDA because Evraz 

considers Adjusted EBITDA to be an important supplemental measure of its operating performance and Evraz believes Adjusted 

EBITDA is frequently used by securities analysts, investors and other interested parties in the evaluation of companies in the same 
industry. Adjusted EBITDA is not a measure of financial performance under IFRS and it should not be considered as an alternative to 

net profit as a measure of operating performance or to cash flows from operating activities as a measure of liquidity. Evrazôs 

calculation of Adjusted EBITDA may be different from the calculation used by other companies and therefore comparability may be 
limited. Adjusted EBITDA has limitations as an analytical tool and potential investors should not consider it in isolation, or as a 

substitute for analysis of our operating results as reported under IFRS. Some of these limitations include: 

Å Adjusted EBITDA does not reflect the impact of financing or financing costs on Evrazôs operating performance, which can be 
significant and could further increase if Evraz were to incur more debt. 

Å Adjusted EBITDA does not reflect the impact of income taxes on Evrazôs operating performance. 

Å Adjusted EBITDA does not reflect the impact of depreciation, depletion and amortisation on Evrazôs operating performance. 
The assets of Evrazôs businesses which are being depreciated and/or amortised will have to be replaced in the future and such 

depreciation and amortisation expense may approximate the cost to replace these assets in the future. Adjusted EBITDA, due to 

the exclusion of this expense, does not reflect Evrazôs future cash requirements for these replacements. Adjusted EBITDA also 
does not reflect the impact of a loss on disposal of property, plant and equipment. 

(3) Net Debt represents long-term loans, net of current portion, plus short-term loans and current portion of long-term loans and finance 

leases less cash and cash equivalents and short-term bank deposits (excluding restricted deposits). Net Debt is not a balance sheet 
measure under IFRS and it should not be considered as an alternative to other measures of financial position. Evrazôs calculation of 

Net Debt may be different from the calculation used by other companies and therefore comparability may be limited. Net Debt is a 

measure of Evrazôs operating performance that is not required by, or presented in accordance with, IFRS. Although Net Debt is a non-
IFRS measure, it is widely used to assess liquidity and the adequacy of a companyôs financial structure. Evraz believes Net Debt 

provides an accurate indicator of its ability to meet its financial obligations, represented by gross debt, from its available cash. Net 
Debt allows Evraz to show investors the trend in its net financial condition over the periods presented. However, the use of Net Debt 

effectively assumes that gross debt can be reduced by cash. In fact, it is unlikely that Evraz would use all of its cash to reduce its gross 

debt all at once, as cash must also be available to pay employees, suppliers and taxes, and to meet other operating needs and capital 
expenditure requirements. Net Debt and its ratio to equity, or leverage, are used to evaluate Evrazôs financial structure in terms of 

sufficiency and cost of capital, level of debt, debt rating and funding cost, and whether Evrazôs financial structure is adequate to 

achieve its business and financial targets. Evrazôs management monitors the Net Debt and leverage or similar measures as reported by 
other companies in Russia or abroad in order to assess Evrazôs liquidity and financial structure relative to such companies. Evrazôs 

management also monitors the trends in its Net Debt and leverage in order to optimise the use of internally-generated funds versus 

funds from third parties. 

Reconciliation of Adjusted EBITDA to profit (loss) from operations is as follows: 

 Year ended 31 December, 

 2012 2011 2010 

 (U.S.$ million) 
Consolidated Adjusted EBITDA reconciliation    

Profit from operations .................................................................................................................................................... 253 1,861 1,330 

+ depreciation, amortisation and depletion ....................................................................................................................... 1,259 1,153 925 

+ impairment of assets ...................................................................................................................................................... 413 104 147 
+ (gain)/loss from disposal of property, plant and equipment ........................................................................................... 56 50 52 

+ forex (gain)/losses.......................................................................................................................................................... 41 (269) (104) 

Consolidated adjusted EBITDA* ...................................................................................................................................... 2,022 2,899 2,350 

Steel segment Adjusted EBITDA reconciliation    

Profit from  operations .................................................................................................................................................... 845 580 878 

+ depreciation, amortisation and depletion ....................................................................................................................... 556 546 558 
+ impairment of assets ...................................................................................................................................................... 58 78 81 

+ (gain)/loss from disposal of property, plant and equipment ........................................................................................... 38 29 33 

+ forex (gain)/losses.......................................................................................................................................................... (171) 29 (65) 
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 Year ended 31 December, 

 2012 2011 2010 

 (U.S.$ million) 
Steel segment adjusted EBITDA* ..................................................................................................................................... 1,326 1,262 1,485 

Mining segment Adjusted EBITDA reconciliation    

Profit/(loss) from operations ..........................................................................................................................................    (455) 1,150 613 
+ depreciation, amortisation and depletion ....................................................................................................................... 611 530 282 

+ impairment of assets ...................................................................................................................................................... 354 31 20 

+ (gain)/loss from disposal of property, plant and equipment ........................................................................................... 17 20 18 
+ forex (gain)/losses.......................................................................................................................................................... 95 (103) 2 

Mining segment adjusted EBITDA* ................................................................................................................................. 622 1,628 935 

Vanadium segment Adjusted EBITDA reconciliation    

Profit/(loss) from operations .......................................................................................................................................... (67) (13) (10) 

+ depreciation, amortisation and depletion ....................................................................................................................... 47 34 47 

+ impairment of assets ...................................................................................................................................................... Ƅ Ƅ 16 

+ (gain)/loss from disposal of property, plant and equipment ........................................................................................... 1 Ƅ Ƅ 

+ forex (gain)/losses.......................................................................................................................................................... Ƅ 1 Ƅ 

Vanadium segment adjusted EBITDA* ............................................................................................................................ (19) 22 53 

Other operations Adjusted EBITDA reconciliation    

Profit from operations .................................................................................................................................................... 150 162 77 

+ depreciation, amortisation and depletion ....................................................................................................................... 38 40 37 

+ impairment of assets ...................................................................................................................................................... 1 (5) 30 
+ (gain)/loss from disposal of PPE .................................................................................................................................... Ƅ 1 1 

+ forex (gain)/losses.......................................................................................................................................................... Ƅ (1) (1) 

Other operations adjusted EBITDA* ................................................................................................................................ 189 197 144 

 
* Includes inter-segment sales. 

 

 

Net Debt has been calculated as follows: 

 Year ended 31 December, 

 2012 2011 2010 

 (U.S.$ million) 
Net debt calculation    
Add:    

Long-term loans, net of current portion ..............................................................................................................................  6,370 6,593 7,097 

Short-term loans and current portion of long-term loans.....................................................................................................  1,542 613 714 
Finance leases .....................................................................................................................................................................  13 39 57 

Less:    

Short-term bank deposits ....................................................................................................................................................  (674) (2) (1) 
Cash and cash equivalents...................................................................................................................................................  (1,314) (801) (683) 

Net Debt..............................................................................................................................................................................  5,937 6,442 7,184 
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MANAGEMENTôS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 

AND RESULTS OF OPERATIONS 

The following discussion and analysis of Evrazôs financial condition and results of operations is based on 

the Consolidated Financial Statements prepared in accordance with IFRS. This discussion should be read in 

conjunction with the information in ñSelected Consolidated Financial Informationò, ñPresentation of Financial and 

Other Informationò, the Consolidated Financial Statements and the notes thereto appearing elsewhere in this 

Prospectus. 

This discussion and analysis contains forward-looking statements that involve risks and uncertainties. 

Evrazôs actual results could differ materially from those expressed or implied in these forward-looking statements 

as a result of various factors, including those discussed below and elsewhere in this Prospectus, particularly under 

the headings ñRisk Factorsò and ñ Forward Looking Statementsò. 

Overview 

Evraz is a vertically integrated steel, mining and vanadium business with operations in Russia, Ukraine, 

North America, the European Union and South Africa. In 2012, Evraz produced 15.9 million tonnes of crude steel 

and sold 15.3 million tonnes of rolled steel products to third parties. According to Metal Expert, Evraz was the third 

largest crude steel producer by crude steel volume in Russia in 2012, and the largest manufacturer by volume of 

long products for the construction and railway industries in Russia and the CIS in 2012. Evraz also produces 

significant quantities of iron ore products and coking coal, most of which are used in its own steelmaking 

operations. In 2012, Evraz produced 20.8 million tonnes of iron ore and 8.5 million tonnes of coking coal, as well as 

2.3 million tonnes of steam coal. Evraz is also one of the leading producers of vanadium globally. In 2012, Evraz 

produced 18.4 thousand tonnes of ferrovanadium and other finished vanadium products. 

Evrazôs principal assets as of the date of this Prospectus are: 

Å Steel production facilities: United EVRAZ ZapSib, the business unit that combines two integrated steel 

production facilities:  ZapSib, located near Novokuznetsk, in the Kemerovo region, Russia, one of the 

largest integrated construction steel producers in Russia, and NKMK, located in Novokuznetsk, a steel 

mill  which is one of the leading rail producers globally; EVRAZ NTMK, located in Russiaôs Nizhny 

Tagil, in the Sverdlovsk region, one of the largest integrated steel production mills in Russia and a 

producer of vanadium slag; EVRAZ North America, a diversified steel manufacturer in North 

America, with sites located throughout the United States and Canada, producing steel pipes, plates and 

long products; EVRAZ DMZP, located in Dnepropetrovsk, Ukraine, an integrated steel mill 

specialising in the manufacture of billets and construction rolled products; and EVRAZ Palini, located 

in Italy, a manufacturer of high quality plate products. Evraz has also initiated the process of disposing 

of several additional steel production facilities, each of which is currently accounted for as held for 

sale: EVRAZ Vítkovice, a manufacturer of rolled steel products located in Czech Republic; and 

EVRAZ Highveld, located in South Africa, a producer of steel and vanadium slag. 

Å Iron ore mining and processing facilities: EVRAZ KGOK and EVRAZ VGOK, located in the 

Sverdlovsk region near EVRAZ NTMK in Russia; Evrazruda, which operates iron ore mines in the 

Kemerovo region near United EVRAZ ZapSib, in the Republic of Khakassia and in south Krasnoyarsk 

Krai in Russia; and EVRAZ Sukha Balka located in the Dnepropetrovsk region of Ukraine, near 

EVRAZ DMZP; Mapochs Mine, a subsidiary of EVRAZ Highveld Steel and Vanadium, located in 

Roossenekal in the Limpopo region of South Africa, which mines titaniferrous magnetite ore. 

Å An integrated coal mining company producing coking, steam coal and concentrate: Yuzhkuzbassugol, 

located in the Kemerevo region in Russia, near United EVRAZ ZapSib. 

Å Vanadium production facilities: Stratcor with operations in the United States and South Africa; 

EVRAZ Nikom, a ferrovanadium producer located in the Czech Republic; and EVRAZ Vanady-Tula 

located in Russia. 

Å Other principal assets, including EVRAZ Nakhodka Trade Sea Port, one of the largest ports in the 

Russian Far East and through which Evraz ships most of its Russian exports;  East Metals and TC 

EvrazHolding, two of Evrazôs sales and trading companies, and EVRAZ Metall Inprom which operates 

62 steel service centres located in Russia and Kazakhstan, that finish and distribute steel products 

produced by Evraz. 
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Evraz also currently indirectly owns a 41% equity interest in Raspadskaya, one of Russiaôs largest coking 

coal producers. In January 2013, EVRAZ plc acquired an additional 41% equity interest in Raspadskaya, resulting 

in an 82% consolidated equity interest in Raspadskaya by Evrazôs parent company, EVRAZ plc, while the 

remaining 18% of shares are publicly traded on the Moscow Exchange. For additional information on Raspadskaya, 

please see ñBusinessðMining BusinessðRaspadskayaò. 

Evraz is wholly owned by EVRAZ plc, a public limited company incorporated under the laws of England 

and Wales and listed on the premium segment of the Official List of the UK Listing Authority and admitted to 

trading on the Regulated Market of the London Stock Exchange. For additional information on EVRAZ plc please 

see ñPrincipal Shareholders ̍  EVRAZ plc and Exchange Offerò. 

Business Structure 

Segments 

Evrazôs business is divided into four principal segments: 

Å the steel production segment, comprising the production and sale of semi-finished and finished steel 

products, coke and coking products, and refractory products; 

Å the mining segment, comprising the production, enrichment and sale of iron ore and coking and steam 

coal; 

Å the vanadium segment, comprising the production and sale of vanadium products; and 

Å other operations include logistics (including EVRAZ Nakhodka Trade Sea Port) and supporting 

activities. 

Inter-segment Sales 

Evraz is a vertically integrated steel and mining group. In 2012, Evrazôs mining segment supplied 

approximately 74% and 44% of Evrazôs steel segmentôs total iron ore and coking coal requirements, respectively. 

An additional 12% of Evrazôs steel segmentôs coking coal requirements were supplied by Raspadskaya. For 

additional information on Evrazôs iron ore and coking coal self-coverage see ñBusiness ̍  Mining Businessò. In 

turn, Evrazôs steel segment supplies grinding balls, mining uprights and coke to Evrazôs mining segment for use in 

its operations. The objective of Evrazôs vertical integration is not, however, to only use raw materials produced by 

its subsidiaries. Rather, Evraz takes a commercial approach to sourcing its raw materials, and may buy and sell iron 

ore and coal to and from third parties (instead of internal sources) depending on a number of factors, including 

pricing, grade and quality of coal and geographic proximity of raw materials to Evrazôs facilities. 

Evrazôs inter-segment product sales are at armôs-length, and are based on prices that could be received 

from unrelated third parties. Inter-segment transactions are included in the presentation of respective segments. 

Acquisitions and Disposals 

Evraz has sought to develop an integrated steel and mining business through the purchase of assets that it 

believes offer significant value creation potential, particularly in the light of Evrazôs implementation of improved 

working practices and operational methods. Evraz also, from time to time, disposes of certain assets. Acquisitions 

during the period under review were the acquisition of certain scrap yards located in the United States in 2012 and 

the entities now referred to as Evraz Metall Inprom (Inprom Group) and Kachkanar Heat and Power Plant in 2010 

and 2011, respectively. The only material disposal during the period under review was Evrazôs sale of its rail 

transportation subsidiary, Evraztrans, to Russian freight rail operator NefteTransService, finalised on 12 December 

2012. 

Significant Factors Affecting Results of Operations 

General Economic Condition  

Beginning in 2008 and continuing into 2009, the global economy experienced a significant downturn, the 

effects of which continued to some degree through 2012. The second half of 2009 and 2010 were characterised by a 

number of positive developments in the global economy, as key emerging and developing economies demonstrated 

a strong demand for raw materials, supported by government stimulus initiatives. This was coupled with general 
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restocking in the steel market and growth of consumption in the U.S. market. As a result, Evrazôs financial results 

for 2010 were positively impacted as revenues grew in response to the increased demand in Evrazôs markets. In 

2011, the sovereign debt problems in Europe and the USA added extra volatility to commodity markets and led to an 

additional uncertainty in the process of recovery of the global economy. Further, despite softening of steel and raw 

material prices in the second half of 2011, an improved overall market environment resulted in revenue growth and 

improved results of operations. In 2012, however, challenging conditions for the global steelmaking industry, 

including a subdued pricing environment, negatively impacted Evrazôs financial performance.   

Evraz expects increased activity in the Russian construction sector and infrastructure spending in Russia as 

the Russian Government has announced plans for large capital expenditures, including construction in preparation 

for the Sochi Winter Olympics, a Far East development programme and a fourth motorway ringroad around 

Moscow. In addition, Evraz believes that significant construction projects associated with Russiaôs hosting of the 

2018 World Cup will  positively impact Evrazôs future results of operations. 

Volume and Pricing 

Evrazôs revenue is dependent to a significant extent on pricing and volume of its products as well as the 

product mix. Factors that can impact volume, pricing and product mix include: (i) levels of global demand and 

supply for steel products in the construction and other industries; (ii) Evrazôs ability to meet increased demand for 

products given facility production capacities; and (iii) overall volume of product in the market. 

In 2012, Evrazôs Russian and Ukrainian steel operations were operating at near or full economic capacity, 

while its other operations had capacity for additional production. Similarly, Evrazôs vanadium processing capacities 

were fully utilised in 2012. In each of 2010 and 2011, Evraz sold 15.5 million tonnes of steel products, as compared 

to 15.3 million tonnes of steel products in 2012. The marginal decrease in Evrazôs steel sales from 2011 to 2012 

largely reflected poor conditions in the European markets. 

Production from Evrazôs mining segment in the period under review amounted to 19.8 million tonnes, 21.2 

million tonnes and 20.8 million tonnes of sellable iron ore products in 2010, 2011 and 2012 respectively. Evraz 

mined 7.5 million tonnes, 6.3 million tonnes and 8.5 million tonnes of raw coking coal in 2010, 2011 and 2012 

respectively, and Evraz mined 3.8 million tonnes, 3.0 million tonnes and 2.3 million tonnes of raw steam coal in 

2010, 2011 and 2012, respectively. 

Evrazôs production for ferrovanadium and other finished vanadium products amounted to 18.4 thousand 

tonnes in 2012, compared to 20.9 thousand tonnes in 2011 and 17.3 thousand tonnes in 2010. 

The average price per tonne at which Evraz sold its steel and vanadium products varied across its products 

and geographies, but prices generally increased during 2010, were stable for most of 2011 and declined in 2012. 

Prices of iron ore and coal do not have a significant impact on Evrazôs consolidated results as Evraz consumes a 

significant portion of the iron ore and coal it produces. 

The decreases in volumes discussed above, together with lower prices, resulted in decline in Evrazôs 

EBITDA margin to 13.7% in 2012, from 17.7% in 2011 and 17.5% in 2010. 

Foreign Exchange 

As a major part of Evrazôs revenues is generated in U.S. dollars and its reporting currency is U.S. dollars, 

but incurs costs in several currencies, particularly the Rouble. Evrazôs results are impacted by the movements of the 

currencies in which it incurs costs against the U.S. dollar. The volatility of local currencies against the U.S. dollar 

contributed to a general decrease in costs (in U.S. dollar terms) in 2012 compared to 2011 and increase in costs in 

2011 compared to 2010. The table below shows the movements in the average exchange rates of currencies relevant 

to Evrazôs subsidiaries against the U.S. dollar between 2012 and 2011 and between 2011 and 2010: 

Currency 2012 vs. 2011 2011 vs. 2010 Operations 

 (% Change)  

Rouble ...........................................................  (5)% 3% EVRAZôs Russian operations 

Czech Koruna ................................................  (10)% 8% EVRAZ Vitkovice Steel 

Euro ...............................................................  (8)% 5% EVRAZ Palini e Bertoli 

South African Rand .......................................  (12)% 1% EVRAZ Highveld Steel and Vanadium 

Ukrainian Hryvnia .........................................  (0.3)% (0.4)% EVRAZôs Ukrainian operations 

Canadian Dollar .............................................  (1)% 4% EVRAZ Inc. N.A. Canada 
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Cost Factors 

Evrazôs business requires large amounts of raw materials, semi-finished products, fuel and energy. The raw 

materials that Evraz uses include coking coal, coke, iron ore and scrap iron. Evraz purchases these inputs from third 

party providers and produces them at its subsidiaries. As a result, Evrazôs results of operations can be impacted by 

volatility in the costs of, and the availability of, these raw materials. Evraz sources a large percentage of its coal and 

iron ore requirements from its subsidiaries, which partially mitigates the impact on Evrazôs results from increased 

prices of raw materials. In addition to raw materials, fuel and other energy costs represent a substantial portion of 

Evrazôs production costs.  Fuel and energy costs generally increased from 2010 to 2011, but decreased in 2012. 

Transportation costs for raw materials and finished products also affect Evrazôs results of operations. 

Competition in the railway transport industry in Russia is limited and Evraz is, in part, dependent on Russian 

Railways, the monopoly railway service provider for delivery of both raw materials and products. Russian Railways 

regularly increases tariffs for its services and can do so at a rate which is higher than the rate at which Evraz can 

increase its prices. A change in shipment terms for most domestic sales of Russian operations from an ExWorks 

basis to a ñcarriage paid toò basis in April 2011 also tended to increase Evrazôs costs and revenues. See ñðSelling 

and Distribution Costsò. 

During 2012, Evraz on average employed 110,446 employees (including contractors). Staff costs impact 

Evrazôs results of operations. Employee costs and other costs, such as auxiliary materials and services which Evraz 

purchases, are costs that are not generally tied to the volume of product that it sells. These costs are, however, a 

smaller percentage of its overall costs than raw materials, energy and transport costs and do not have as significant 

an impact on Evrazôs results of operations. 

Acquisitions and Disposals 

Evrazôs operating results were affected by its acquisitions and disposals of assets. See Note 4 to Evrazôs 

Consolidated Financial Statements. On 31 December 2012, Evraz initiated a tender process for the sale of EVRAZ 

Vitkovice and EVRAZ Highveld, and accordingly these businesses were classified as assets held for sale in Evrazôs 

consolidated financial statements as of and for the year ended 31 December 2012. See Note 12 to the Consolidated 

Financial Statements. 

Seasonality 

Seasonal effects have a relatively limited impact on Evraz. Nonetheless, a slowing of demand and a 

consequent reduction in sales volumes, accompanied by an increase in inventories, is typically evident in the first 

and fourth quarters of the financial year reflecting the general reduction in economic activity associated with the 

New Year holiday period in Russia and elsewhere. The Russian construction market, in particular, experiences 

reduced activity in the winter months and export markets generally tend to slow down during the first and second 

quarters of the year. 

Critical Accounting Policies 

The preparation of financial statements in accordance with IFRS requires management to make 

judgements, estimates and assumptions that affect the application of policies and reported amounts of equity, assets 

and liabilities, revenue and expenses. The estimates and underlying assumptions are based on historical experience, 

available information, future expectations and other factors and assumptions that Evraz considers to be reasonable 

under the circumstances. Actual results may differ from these estimates. See Note 2 to the Consolidated Financial 

Statements. 

Recent Developments  

 In January 2013, EVRAZ plc acquired an additional 41% equity interest in Raspadskaya, resulting in an 

82% consolidated equity interest in Raspadskaya by Evrazôs parent company, EVRAZ plc, while the remaining 18% 

of shares are publicly traded on the Moscow Exchange.  

 On 27 March 2013, Evraz announced the signing of a non-binding term sheet in respect of the proposed 

sale of its 85% stake in EVRAZ Highveld.   

On 2 April 2013, EVRAZ plc signed an agreement to acquire a stake in OJSC Timir (ñTimirò) for a total 

consideration of RUB4,950 million to be paid in several instalments. At completion, EVRAZ plc will receive a 51% 

stake in Timir, OJSC Alrosa (ñAlrosaò) will own 49% minus one share and Vnesheconombank will receive one 
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share. Timir is a joint venture between EVRAZ plc and Alrosa created for the development of the Timir iron ore 

project in southern Yakutia, Russia. 

Interim Dividends 

On 28 March 2013, Evraz Group S.A. declared interim dividends for 2013 in the amount of U.S.$130 

million. 

Results of Operations for the Years Ended 31 December 2012, 2011 and 2010 

The following table sets out Evrazôs consolidated income statement data for the years ended 31 December 

2012, 2011 and 2010. 

 Year ended 31 December 

 2012 2011 2010 

 

 

Amount 

Percentage 

of revenue Amount 

Percentage 

of revenue Amount 

Percentage 

of revenue 

 (U.S.$ million, except percentages) 

Income statement data       

Revenue
(1)

 ...............................................  14,726 100% 16,400 100.0% 13,394 100.0% 

Cost of revenue .......................................  (11,797) (80.1)% (12,473) (76.1)% (10,319) (77.0)% 

Gross profit .......................................  2,929 19.9% 3,927 23.9% 3,075 23.0% 

Selling and distribution costs ..................  (1,211) (8.2)% (1,154) (7.0)% (807) (6.0)% 

General and administrative expenses .....  (850) (5.8)% (920) (5.6)% (732) (5.5)% 

Other operating income and expenses, 

net .......................................................  (615) (4.2)% 8 0.0% (206) (1.6)% 

Profit from operations ..........................  253 1.7% 1,861 11.3% 1,330 9.9% 

Non-operating income and expenses, 

net .......................................................  (148) (1.0)% (987) (6.0)% (697) (5.2)% 

Profit/(Loss) before tax ........................  105 0.7% 874 5.3% 633 4.7% 

Income tax expense ................................  (229) (1.6)% (420) (2.5)% (163) (1.2)% 

Net profit/(Loss) ....................................  (124) (0.9)% 454 2.8% 470 3.5% 

Net profit attributable to equity holders 

of the parent entity ..............................  (97) (0.7)% 462 2.8% 486 3.6% 

Net profit attributable to minority 

interests ...............................................  (27) (0.2)% (8) (0.0)% (16) (0.1)% 

 
Note: 

(1) Includes revenue from sales of services of U.S.$359 million, U.S.$323 million and U.S.$250 million for the years ended 31 December 

2012, 2011 and 2010, respectively. Sales of services consist primarily of heat and electricity supply, port charges, transportation and 

steel coating. 

In the years ended 31 December 2012, 2011 and 2010, transactions with related parties accounted for 

approximately 0.7%, 0.4% and 0.3% , respectively, of Evrazôs revenue. In addition, Evraz made purchases from 

associates (coal from Raspadskaya and iron ore from Yuzhny GOK). See ñRelated Party Transactionsò and Note 16 

to the Consolidated Financial Statements. 

Revenue 

Evrazôs consolidated revenue in 2012 totalled U.S.$14,726 million, a 10.2% decrease compared to revenue 

of U.S.$16,400 million in 2011. Decreases in both prices and volumes contributed to the decline in consolidated 

revenues. Price decreases accounted for U.S.$1,107 million or approximately 66% of this revenue decline, while 

volume decreases (mainly of mining and vanadium products) accounted for U.S.$567 million or approximately 34% 

of the decrease in revenue.  

Sales in the steel and mining segments accounted for the majority of the decrease in revenues due to lower 

average prices of steel products and lower average sales prices and volumes of mining products. 

Evrazôs sales volumes of steel products to third parties decreased from 15.5 million tonnes in 2011 to 15.3 
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million tonnes in 2012. While aggregate steel sales volumes only marginally changed in 2012 compared to 2011, 

there were variations in Evrazôs principal markets. The decrease in steel sales volumes primarily reflects the fall in 

sales of steel products in Europe. The overall sales of Evrazôs European operations decreased by 0.3 million tonnes 

in 2012. Export sales volumes from Evrazôs Russian and Ukrainian operations increased by 0.1 million tonnes, 

offset by a decrease in sales volumes in Russia by 0.1 million tonnes, while sales volumes in the Ukrainian market 

remained unchanged. Sales volumes of Evrazôs North American operations increased by 0.1 million tonnes, while 

steel sales volumes of Evrazôs South African operations remained largely flat. 

Evrazôs consolidated revenue in 2011 totalled U.S.$16,400 million, a 22.4% increase compared to revenue 

of U.S.$13,394 million in 2010. Increases in both prices and volume contributed to this revenue growth. Price 

increases accounted for U.S.$2,774 million or approximately 92% of this revenue growth, while volume increases 

accounted for U.S.$232 million or approximately 8% of the revenue growth. About 8% of the revenue growth 

included in the effect on price was attributable to the change in shipment terms by Evrazôs Russian mills to domestic 

customers (excluding sales of rails to Russian Railways) from ExWorks to CPT Incoterms beginning in April 2011. 

Transportation in 2011 for ñcarriage paid toò (ñCPTò) shipments in Russia, included in revenue for 2011, amounted 

to approximately U.S.$248 million. 

The steel segment accounted for the majority of the increase in revenue from 2010 to 2011 due to higher 

average prices of steel products. Evrazôs sales volumes of steel products to external customers in 2011 remained at 

the same level as in 2010. While total steel sales volumes did not change in 2011 compared to 2010, there were 

some changes between the markets. Sales volumes in the Russian and Ukrainian markets increased by 1.2 million 

tonnes and 0.1 million tonnes, respectively, as compared to 2010. This increase was fully offset by a decrease in 

export sales volumes from Evrazôs Russian and Ukrainian operations, which reflected Evrazôs strategy to direct 

sales away from export markets where prices for its steel products were generally lower du, and to direct sales to 

domestic CIS markets, where prices for steel products were higher than in export markets. Sales volumes of Evrazôs 

European increased by 0.1 million tonnes, while volumes of North American operations decreased by 0.1 million 

tonnes. Steel sales volumes of Evrazôs South African operations remained flat during 2010 and 2011. 

The following table shows the average prices of Evrazôs principal products in 2012, 2011 and 2010 

(encompassing semi-annual breakdowns of both the Russian and non-CIS export markets): 

 Year ended 31 December 

 2012 2011 2010 

 2nd half 1st half 2nd half 1st half 2nd half 1st half 

 (U.S.$ per tonne, except percentages) 

 Average Russian and CIS prices for Evrazôs Russian and Ukrainian products(1) 

Construction products       

Rebars .......................................................................  697 691 745 735 618 556 

H-Beams ...................................................................  987 1,009 956 997 890 829 

Channels ...................................................................  726 742 773 778 671 626 

Angles.......................................................................  708 707 739 749 636 594 

Wire rods ..................................................................  654 676 726 706 573 524 

Wire ..........................................................................  723 702 835   797 664 608 

Railway products       

Rails ..........................................................................  820 785 809   787 637 599 

Wheels ......................................................................  1,451 1,394 1,428 1,382 1,241 1,175 

Flat-rolled products       

Plates ........................................................................  634 696 736   791 630 601 

Semi-finished products       

Slabs .........................................................................  501 583 582   615 493 446 

Pig Iron .....................................................................  440 457 503   551 399 392 

Pipe blanks ...............................................................  659 706 728   693 579 569 

Other steel products       

Grinding balls ...........................................................  817 887 907 902 778 676 

Rounds ......................................................................  633 708 748 766 648 574 

 

 Year ended 31 December 

 2012 2011 2010 

 2nd half 1st half 2nd half 1st half 2nd half 1st half 
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 (U.S.$ per tonne, except percentages) 

 Average non-CIS export prices for Evrazôs Russian and Ukrainian products(2) 

Construction products       

H-beams .....................................................................  675   736 831 772 611 531 

Rebars .........................................................................  620   620 696 784 572 519 

Wire rods ....................................................................  601   648 721 662 558 521 

Semi-finished products       

Billets .........................................................................  573   622 662 596 546 487 

Slabs ...........................................................................  519   587 653 647 579 488 

Pig Iron .......................................................................  381   n/a 512 523 391 ð 

Flat-rolled products       

Plates ..........................................................................  n/a n/a 733 n/a 725 633 

 Average prices for Evrazôs nonðCIS operations products(3) 

Construction products       

SA operationsðH-beams ...........................................  761 825 866 880 788 797 

Flat-rolled products       

European operations ï plates ......................................  709 786 871 943 800 684 

North American operations ï commodity plates ........  943 1,030 1,087 1,100 829 801 

North American operations ï speciality plates ...........  1,144 1,235 1,367 1,306 1,185 1,074 

South African operations ï commodity plates ............  759 855 923 999 893 788 

Tubular products        

North American operations ï large diameter pipes ....  1,418 1,347 1,374 1,148 1,361 1,264 

 
Notes: 

(1) Prices for sales denominated in Roubles and Ukrainian Hryvnia are converted  into U.S. dollars at the average monthly exchange rate 

to the U.S. dollar as stated by the CBR and National Bank of Ukraine. Average U.S. dollar prices are calculated as a weighted average 

of sales prices in the relevant half-year period. 

(2) Average price data relates to sales by East Metals AG. 

(3) Prices for sales denominated in Euros, Czech Korunas, South African Rand and Canadian dollars are converted into U.S. dollars at the 

average exchange rate to the U.S. dollar for the period under consideration as stated by the relevant Central bank. 

The following table presents Evrazôs consolidated revenue by segment for 2012, 2011 and 2010: 

 Year ended 31 December 

 2012 2011 2010 

 (U.S.$ million, except percentages) 

Revenue by segment    

Steel segment    

To third parties .....................................................................................................................  13,333 14,524 11,976 

To mining segment ...............................................................................................................  129 164 123 

To vanadium segment ..........................................................................................................  2 2 1 

To other operations ...............................................................................................................  79 27 23 

Total steel segment ...............................................................................................................  13,543 14,717 12,123 

Mining segment    

To third parties .....................................................................................................................  635 1,037 736 

To steel segment ...................................................................................................................  1,973 2,706 1,747 

To other operations ...............................................................................................................  42 41 24 

Total mining segment ...........................................................................................................  2,650 3,784 2,507 

Vanadium segment    

To third parties .....................................................................................................................  505 640 536 

To steel segment ...................................................................................................................  15 25 30 

Total vanadium segment.......................................................................................................  520 665 566 

Other operations    
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To third parties .....................................................................................................................  253 199 146 

To steel segment ...................................................................................................................  568 554 507 

To mining segment ...............................................................................................................  225 213 170 

Total other operations ...........................................................................................................  1,046 966 823 

Eliminations .........................................................................................................................  (3,033) (3,732) (2,625) 

Consolidated revenue 14,726 16,400 13,394 

% from steel segment ...........................................................................................................  90.6% 88.6% 89.4% 

% from mining segment .......................................................................................................  4.3% 6.3% 5.5% 

% from vanadium segment ...................................................................................................  3.4% 3.9% 4.0% 

% from other operations .......................................................................................................  1.7% 1.2% 1.1% 

  

 

The following table presents the geographic breakdown of Evrazôs consolidated revenue in 2012, 2011 and 

2010 (based on location of customer) in absolute terms and as a percentage of total revenue. 

 

 Year ended 31 December 

 
2012 % of total  2011 

% of 

total 2010 

% of 

total 

 (U.S.$ million, except percentages) 

Russia ......................................................................  6,191 42.0% 6,632 40.4% 4,692 35.0% 

Americas ..................................................................  3,571 24.2% 3,741 22.8% 3,162 23.6% 

Asia .........................................................................  2,115 14.4% 2,350 14.3% 2,671 20.0% 

Europe .....................................................................  1,450 9.9% 1,941 12.0% 1,422 10.6% 

CIS ...........................................................................  996 6.8% 1,187 7.2% 960 7.2% 

Africa .......................................................................  397 2.7% 544 3.3% 485 3.6% 

Rest of the world .....................................................  6 0.0% 5 0.0% 2 0.0% 

Total ........................................................................  14,726 100% 16,400 100% 13,394 100% 

 

Revenue from sales in Russia decreased in absolute terms but increased as a proportion of total revenue in 

2012 as compared to 2011. The revenue decrease in absolute terms was largely driven by a reduction in the sales 

volumes of iron ore concentrate to Mechel, from approximately 1 million tonnes in 2011 to nil in 2012 due to 

termination of the supply contract with Mechel in July 2011 and lower average steel prices in the Russian market. 

The  increase in revenue from sales in Russia in 2012 as a proportion of total revenue was attributable to relatively 

stable prices for railway and construction products on the Russian market compared to declining steel prices on 

other markets. Revenue from sales in Russia increased both in absolute terms, and as a proportion of total revenue in 

2011 as compared to 2010. The principal driver was continuing growing demand for construction products in the 

Russian market in 2011, supported by additional sales through the sales branches of EVRAZ Metall Inprom.  

Revenue from sales in North America decreased in absolute terms but increased as a proportion of total 

revenue in 2012 as compared to 2011. The principal driver of the higher proportion of revenue from North America 

was growth in steel sales volumes, in particular of flat-rolled products. Revenue from sales in North America 

increased in absolute terms, but decreased as a proportion of total revenue in 2011 as compared to 2010. The 

principal driver of the lower proportion of revenue from North America was lower growth of average steel prices in 

North America compared to growth of Evrazôs average steel prices across all regions.  

Revenue from sales in Asia decreased in absolute terms but slightly increased as a proportion of total 

revenue in 2012 as compared to 2011. The principal driver of the higher proportion of revenues from Asia was an 

increase in exports of semi-finished products from Russia. Revenue from sales in Asia decreased both in absolute 

terms and as a proportion of total revenue in 2011 as compared to 2010. The principal driver of the lower proportion 

of revenue from Asia was a decrease in exports of semi-finished products from Russia.  

Revenue from sales in Europe decreased in absolute terms and decreased as a proportion of total revenue in 

2012 as compared to 2011. This was largely driven by the decrease in demand for steel product in Europe which 
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resulted in a significant decline in prices by an average of approximately 20% and a decline in steel sales volumes. 

Revenue from sales in Europe increased both in absolute terms and as a proportion of total revenue in 2011 as 

compared to 2010. The principal driver was higher than average growth in prices supported by increased sales 

volumes.  

Revenue from sales in Africa decreased in absolute terms and decreased as a proportion of total revenue in 

2012 as compared to 2011. The decrease in revenues from Africa was a result of lower steel sales prices and 

volumes. The lower steel sales volumes also reflected lost production during an industrial strike at Evraz Highveld 

in the summer 2012. See ñBusinessðEmployee relationsò. 

Revenue from sales in the CIS decreased in absolute terms and as a proportion of total revenue in 2012 as 

compared to 2011. The principal driver of the lower proportion of revenue from CIS was lower sales volumes of 

steel products. In 2011, CIS revenue increased in absolute terms but remained constant as a proportion of total 

revenue as compared to 2010. The principal drivers of the growth in the CIS sales were higher sales volumes of iron 

ore products and higher average steel prices.  

Steel Segment 

Steel segment revenue decreased by 8.0% to U.S.$13,543 million in 2012 as compared to U.S.$14,717 

million in 2011. This was primarily a result of lower steel sales prices in 2012 compared to 2011 as illustrated in the 

price table above.  

Steel segment revenue increased by 21.4% to U.S.$14,717  million in 2011 as compared to U.S.$12,123 

million in 2010. Steel segment revenue was affected by increasing prices for steel products during 2011, as 

described above. 

The following table presents Evrazôs steel segment sales by major product groups (including inter-segment 

sales) in 2012, 2011 and 2010. 

 
 Year ended 31 December 

 2012 2011 2010 

 Steel 

segment 

sales 

Percentage of 

total 

Steel 

segment 

sales 

Percentage of 

total 

Steel 

segment 

sales 

Percentage of 

total 

 (U.S.$ million, except percentages) 

Construction products
(1)

 .......................  4,331 32.0% 4,430 30.1% 3,337 27.5% 

Flat-rolled products
(2)

 ..........................  2,268 16.7% 2,763 18.8% 2,007 16.6% 

Railway products
(3)

 ..............................  1,743 12.9% 1,969 13.4% 1,472 12.1% 

Tubular products
(4)

...............................  1,288 9.5% 1,322 9.0% 1,309 10.8% 

Semi-finished products
(5)

 .....................  2,066 15.3% 2,235 15.2% 2,340 19.3% 

Other steel products
(6)

 ..........................  492 3.6% 592 4.0% 411 3.4% 

Other products
(7)

 ..................................  1,355 10.0% 1,406 9.5% 1,247 10.3% 

TOTAL  ...............................................  13,543 100% 14,717 100% 12,123 100% 

 
Notes: 

(1) Includes rebars, wire rods, wire, H-beams, channels and angles. 

(2) Includes plates and coils. 

(3) Includes rails and wheels. 
(4) Includes large diameter, ERW and seamless pipes and casing and tubing 

(5) Includes billets, slabs, pig iron, pipe blanks and blooms. 

(6) Includes rounds, grinding balls, mine uprights and strips. 
(7) Includes coke and coking products, refractory products, ferroalloys, resale of coking coal and metal scrap and other services. 

The proportion of revenue attributable to sales of construction products increased in 2012 as compared to 

2011, primarily as the result of higher sales volumes of construction products on the Russian market. The proportion 

of revenue attributable to sales of construction products increased in 2011 as compared to 2010 as the result of 

increased sales volumes and prices of construction products in Russia.  

The proportion of revenue attributable to sales of railway products decreased in 2012 as compared to 2011, 

primarily as the result of a decrease in sales volumes resulting from constrained capacity due to the reconstruction of 

the rail and beam mill at United EVRAZ ZapSib, which Evraz expects to be fully completed in 2013. The 
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proportion of revenue attributable to sales of railway products increased in 2011 as compared to 2010 due to the 

growth in sales volumes. 

The proportion of revenue attributable to sales of flat-rolled products (primarily plates) decreased in 2012 

as compared to 2011, primarily as the result of a significant decline in sales prices, particularly on the European 

markets. The proportion of revenue attributable to sales of flat-rolled products (primarily plates) increased in 2011 

as compared to 2010 due to the growth in sales volumes of Evrazôs Russian, North American and European 

operations.  

The proportion of revenue attributable to sales of tubular products marginally increased in 2012 as 

compared to 2011, primarily as the result of higher average sales prices and despite a 4% decrease in sales volumes.  

The proportion of revenue attributable to sales of tubular products decreased in 2011 as compared to 2010. This 

decrease was due to the relative stability of prices and volumes for tubular products compared to the growing 

revenues of other product groups.  

The proportion of revenue attributable to sales of semi-finished products marginally increased in 2012 as 

compared to 2011, primarily due to an increase in export sales volumes to Asia. The proportion of revenue 

attributable to sales of semi-finished products decreased in 2011 as compared to 2010 due to lower sales volumes of 

semi-finished products sold by Evrazôs Russian and Ukrainian operations to export markets.  

Revenue from sales of other steel products (mainly rounds, grinding balls and mine uprights sold in Russia) 

decreased as a proportion of steel segment revenue in 2012 as compared to 2011, primarily as the result of lower 

average sales prices and decreased sales volumes of rounds. Revenue from sales of other steel products  increased in 

2011 as compared to 2010 as a proportion of steel segment revenue due to higher sales volumes and prices.  

Revenue attributable to non-steel sales increased as a proportion of total sales in 2012 as compared to 2011, 

primarily as the result of an increase in sales of chemical products, metal scrap and other services in 2012 through 

Evrazôs Russian operations. Revenue attributable to non-steel sales decreased as a proportion of total sales in 2011 

as compared to 2010 due to a decrease in sales volumes of coke and relatively stable prices compared to steel 

products.  

Steel segment sales to the mining segment totalled U.S.$129 million in 2012 compared to U.S.$164 million 

in 2011. This decrease was primarily attributable to a decline in sales prices. Steel segment sales to the mining 

segment totalled U.S.$164 million in 2011 compared to U.S.$123 million in 2010. The increase is attributable to 

higher sales prices.  

Revenue from sales in Russia amounted to 44% of Evrazôs steel segment revenue in 2012, compared to 

42% in 2011. This increase was attributable to the relatively stable sales volumes on the Russian market (in 

particular for construction products) and smaller price reductions (made possible by stable rails prices) than the 

average reduction in steel sales prices across all Evrazôs markets. Revenue from sales in Russia amounted to 42% of 

Evrazôs steel segment revenue in 2011, compared to 35% in 2010. The increased share of revenue from sales in 

Russia is primarily attributable to the reallocation of steel volumes from Asian export markets to the Russian market 

in 2011.  

Mining Segment 

Evrazôs mining segment revenue decreased by 30.0% to U.S.$2,650 million in 2012 as compared with 

U.S.$3,784 million in 2011. This decrease was primarily attributable to decreasing iron ore and coking coal prices, 

as well as lower sales volumes of steam coal concentrate and iron ore concentrate largely due to termination of the 

iron ore supply contract with Mechel in July 2011. 

Total sales volumes of Evrazôs mining segment in 2012 as compared to 2011 decreased by 6.6% in respect 

of iron ore products (in particular due to the termination of the supply contract with Mechel in July 2011) and 

decreased by 12.0% in respect of coal products. In particular, sales volumes of coking coal and coking coal 

concentrate decreased by 2.8%. Sales volumes of steam coal and steam coal concentrate decreased by 30.6% due to 

lower volumes of raw steam coal mined as steam coal facilities were not operational during the first quarter of 2012 

due to longwall repositioning and the temporary suspension of operations at one mine after an accident in November 

2012. 

Evrazôs mining segment revenue increased by 50.9% to U.S.$3,784 mill ion in 2011 as compared with 

U.S.$2,507 million in 2010. This increase primarily reflected higher prices of iron ore and coking coal products in 

2011 as compared to 2010. 
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Total sales volumes of Evrazôs mining segment in 2011 as compared to 2010 increased by 17.8% in respect 

of iron ore products and decreased by 9.1% in respect of coal products. In particular, ñnominalò sales volumes of 

coking coal (includes raw coking coal and coking concentrate) decreased by 4.4% due to the processing of a higher 

proportion of raw coking coal into coking coal concentrate by Evrazôs mining segment, which was subsequently 

sold at higher prices. During the period under review, Evraz had a raw coal to concentrate yield of approximately 

0.7 tn/tn. The decrease in respect of total coking coal product sold reflects the fact that YuKU sold more concentrate 

and less raw coal in 2011, which impacted the total tonnes sold, even though, in terms of concentrate, tonnes sold 

for the period increased by 4.0%. Sales volumes of steam coal decreased by 17.2% due to lower volumes of raw 

steam coal mined as some steam coal facilities were not operating in 2011. 

The following table presents Evrazôs mining segment sales in 2012, 2011 and 2010: 

 Year ended 31 December 

 2012 2011 2010 

 Mining 

segment 

sales 

Percentage 

of total 

Mining 

segment 

sales 

Percentage 

of total 

Mining 

segment 

sales 

Percentage of 

total 

 (U.S.$ million, except percentages) 

Iron ore products ...................................  1,724 65.1% 2,438 64.4% 1,526 60.9% 

Iron ore concentrate .................................  494 18.6% 723 19.1% 516 20.6% 

Sinter .......................................................  405 15.3% 576 15.2% 369 14.7% 

Pellets ......................................................  630 23.8% 853 22.5% 521 20.8% 

Other ........................................................  195 7.4% 286 7.6% 120 4.8% 

Coal products .........................................  791 29.8% 1,247 33.0% 901 35.9% 

Raw coking coal ......................................  111 4.2% 157 4.1% 161 6.4% 

Coking coal concentrate ..........................  553 20.8% 862 22.8% 501 20.0% 

Raw steam coal ........................................  56 2.1% 52 1.4% 108 4.3% 

Steam coal concentrate ............................  71 2.7% 176 4.7% 131 5.2% 

Other revenue ........................................  135 5.1% 99 2.6% 80 3.2% 

TOTAL  ...................................................  2,650 100% 3,784 100% 2,507 100% 

 

The following table shows the average price trends of the mining segmentôs iron ore products in 2012, 

2011 and 2010 with half-yearly breakdowns: 

 
 Year ended 31 December 

 2012 2011 2010 

 2nd half 1st half 2nd half 1st half 2nd half 1st half 

 (U.S.$ million, except percentages) 

 Average prices for Evrazôs mining segment products(1) 

Iron ore products        

Concentrate ....................................................  84 93 105 120 89 88 

Sinter .............................................................  80 108 123 137 109 78 

Pellets ............................................................  96 112 134 147 114 77 

Coal products     

Raw coking coal ............................................  64 82 91 101 78 60 

Coking coal concentrate ................................  128 148 223 197 154 126 

Raw steam coal ..............................................  42 36 35 37 47 48 

Steam coal concentrate ..................................  112 131 130 117  103 121 

 

 
Note: 

(1) Prices for sales denominated in Roubles and Hryvnia are converted into U.S. dollars at the average semi-annual exchange rate of the 

Rouble and Hryvnia to the U.S. dollar as stated by the CBR and the National Bank of Ukraine respectively. 

Evraz also currently holds an effective 41% equity interest in the Raspadskaya coking coal producer. 

Revenue attributable to Raspadskaya is therefore not consolidated in the Consolidated Financial Statements and 
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Evrazôs share of its net profits is accounted for as ñShare of profits (losses) of joint ventures and associatesò. See ñð

Non-Operating Income and Expenseò. 

Mining segment sales to the steel segment amounted to U.S.$1,973 million (74.5% of mining segment 

sales) in 2012 compared to U.S.$2,706 million (71.5% of mining segment sales) in 2011 and U.S.$1,747 million 

(69.7% of mining segment sales) in 2010. 

Approximately 74% of Evrazôs iron ore requirements by volume were met by Evrazôs mining segment in 

2012 as compared to 78% in 2011 and 71% in 2010. Approximately 56% of Evrazôs coking coal requirements were 

satisfied by supplies from Raspadskaya and YuKU in 2012, as compared to 52% in 2011 and 51% in 2010. 

Approximately 32% of Evrazôs external revenue from sales by Evrazôs mining segment in 2012 were to 

customers in Russia, as compared to 44% in 2011. The increase in the share of third party sales outside Russia is 

largely attributable to the termination of iron ore concentrate supplies to Mechel and a significant reduction of steam 

coal sales volumes to third parties in Russia. 

Approximately 44% of Evrazôs external revenue from sales by Evrazôs mining segment in 2011 were to 

customers in Russia, as compared to 50% in 2010. The increase in the share of third party sales outside Russia is 

attributable to higher sales volumes of iron ore in the CIS and European markets. 

Vanadium Segment 

Vanadium segment revenue decreased by 21.8% to U.S.$520 million in 2012 as compared to U.S.$665 

million in 2011. Sales volumes decreased from  27.4 thousand tonnes of pure vanadium content in 2011 to 

21.5 thousand tonnes of pure vanadium content in 2012. Revenue from sales of vanadium slag in 2012 was 6.0% of 

vanadium segment revenue.  

Vanadium segment revenue increased by 17.5% to U.S.$665 million in 2011 as compared to 

U.S.$566 million in 2010. This reflected significantly higher sales volumes in respect of vanadium products in 2011 

as compared to 2010, despite some decrease in prices. Sales volumes increased from 20.6 thousand tonnes of pure 

vanadium content in 2010 to 27.4 thousand tonnes of pure vanadium content in 2011. Revenue from sales of 

vanadium slag in 2011 was 11.4% of vanadium segment revenue.  

The following table presents Evrazôs vanadium segment sales in 2012, 2011 and 2010: 

 Year ended 31 December 

 2012 2011 2010 

 

Vanadium 

segment 

sales 

Percentage of 

total 

Vanadium 

segment sales 

Percentage of 

total 

Vanadium 

segment sales 

Percentage of 

total 

 (U.S.$ million, except percentages) 

Vanadium in slag .................  31 6.0% 76 11.4% 39 6.9% 

Vanadium in alloys and 

chemicals .....................  476 91.5% 579 87.1% 516 91.2% 

Other revenue ................  13 2.5% 10 1.5% 11 1.9% 

TOTAL  ...........................  520 100% 665 100% 566 100% 

The following table presents the average price trends of Evrazôs ferrovanadium and other final vanadium 

products between 2012 and 2010 (encompassing half-yearly breakdowns): 

 Year ended 31 December 

 2012 2011 2010 

 2nd half 1st half 2nd half 1st half 2nd half 1st half 

 (U.S.$ per tonne of pure vanadium in the products, except percentages) 

 Average prices for Evrazôs vanadium products(1),(2) 

EVRAZ Highveld ..........................................  25,860 26,046 27,270   30,626   30,583 27,804 

Stratcor ..........................................................  33,040 26,225 35,156   34,959   46,268 29,827 

East Metals AG .............................................  25,672 25,298 24,601   28,010   29,064 26,788 
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Notes: 

(1) Prices for sales denominated in Roubles are converted into U.S. dollars at the average monthly exchange rate to the U.S. dollar as 

stated by the CBR. Average U.S. dollar prices are calculated as a weighted average of sales prices in the relevant half-year period. 

(2) Prices for sales denominated in South African Rand are converted into U.S. dollars at the average exchange rate to the U.S. dollar for 

the period under consideration as stated by the South African Reserve Bank. 

Other Operations 

Evrazôs revenue in respect of its other operations segment increased by 8.3% to U.S.$1,046 million in 2012 

as compared to U.S.$966 million in 2011. This growth was driven by increases in energy operations, Evraztrans 

Ukraine and Nakhodka Trade Sea Port activities. Evrazôs revenue in respect of its other operations segment 

increased by 17.4% to U.S.$966 million in 2011 as compared to U.S.$823 million in 2010. This increase was driven 

by increases in energy operations and Evraztransô activities. Revenue in respect of Evrazôs other operations segment 

was largely derived from the following operations (sales figures shown below include sales within the same 

segment): 

Å Sales at EVRAZ Nakhodka Trade Sea Port, which provides various sea port services to Evraz, totalled 

U.S.$92 million in 2012 as compared to U.S.$79 million in 2011 and U.S.$75 million in 2010. Inter-

segment sales accounted for 34%, 52% and 71% of such revenue in 2012, 2011 and  2010, 

respectively. This decrease is primarily due to increased services rendered to third parties. 

Å Evraztrans (until its disposal by Evraz on 12 December 2012) acted as a railway transport provider for 

Evrazôs steel segment. Sales at Evraztrans (including Russian and Ukrainian operations) amounted to 

U.S.$202 million in 2012 as compared to U.S.$189 million in 2011 and U.S.$114 million in 2010. 

Evraztrans derives the majority of its revenue from inter-segment sales, which accounted for 74%, 

74% and 81% of revenue in 2012, 2011 and 2010, respectively. Russian operations of Evraztrans were 

disposed of on 12 December 2012, except for the portion of the business engaged in the transportation 

of pellets from EVRAZ KGOK to EVRAZ NTMK. 

Å Metallenergofinance (ñMEFò) supplies electricity to Evrazôs steel and mining segments and to third 

parties. MEFôs sales amounted to U.S.$381 million in 2012 as compared to U.S.$444 million in 2011 

and U.S.$371 million in 2010. Inter-segment sales accounted for 87%, 84% and 81% of MEFôs 

revenue in 2012, 2011 and 2010, respectively. 

Å Sinano Ship Management (ñSinanoò) provides sea freight services to Evrazôs steel segment. Sinanoôs 

sales totalled U.S.$120 million in 2012, U.S.$106 million in 2011 and U.S.$116 million in 2010 . 

Sinano derives close to 100% of its revenue from inter-segment sales. 

Å West Siberian Heat and Power Plant (ñZapSib Power Plantò) is an energy-generating branch of 

ZapSib which supplies electricity and heat to ZapSib and external customers. The revenue of ZapSib 

Power Plant amounted to U.S.$188 million in 2012, U.S.$122 million in 2011 and U.S.$84 million in 

2010. Intra-group sales accounted for 78%, 76% and 78% of revenue in 2012, 2011 and 2010, 

respectively.  

External sales in respect of Evrazôs other operations segment, primarily comprising sales of energy by MEF 

and ZapSib Power Plant, the provision of port services by EVRAZ Nakhodka Trade Sea Port and the provision of 

transportation services by Evraztrans, increased from U.S.$146 million in 2010 to U.S.$199 million in 2011 and 

U.S.$253 million in 2012. 

Cost of Revenue and Gross Profit  

Evrazôs consolidated cost of revenue amounted to U.S.$11,797 million, representing 80.1% of Evrazôs 

consolidated revenue, in 2012 as compared to U.S.$12,473 million, representing 76.1% of Evrazôs consolidated 

revenue in 2011 and U.S.$10,319 million, representing 77.0% of Evrazôs consolidated revenue, in 2010. The 

decrease in gross profit margin in 2012 as compared to 2011 was primarily due to a decrease in volumes and prices 

of mining products, as a decrease in average steel prices was offset by a similar decrease in the prices of other raw 

materials. The increase in gross profit margin in 2011 as compared to 2010 was primarily due to an increase in the 

prices of steel and mining products.  

The table below presents cost of revenue and gross profit by segment for 2012, 2011 and 2010, including 

percentage of segment revenue. 
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 Year ended 31 December 

 2012 2011 2010 

 Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue 

 (U.S.$ million, except percentages) 

Steel segment       

Cost of revenue ................ (11,154) (82.4)% (12,375) (84.1)% (9,983) (82.3)% 

Raw materials .................... (5,804) (42.9)%  (7,355) (49.9)% (5,508) (45.4)% 

Iron ore .......................... (1,992) (14.7)%  (2,568) (17.4)% (1,867) (15.4)% 

Coking coal.................... (1,539) (11.4)%  (1,985) (13.5)% (1,443) (11.9)% 

Scrap .............................. (1,569) (11.6)%  (1,942) (13.2)% (1,522) (12.6)% 

Other raw materials ....... (704) (5.2)%  (860) (5.8)% (676) (5.5)% 

Semi-finished products ...... (476) (3.6)%  (781) (5.3)% (650) (5.4)% 

Transportation ................... (541) (4.0)%  (499) (3.4)% (529) (4.4)% 

Staff costs ..........................        (1,068) (7.9)%  (981) (6.7)% (794) (6.5)% 

Depreciation ...................... (451) (3.3)%  (436) (3.0)% (415) (3.4)% 

Energy
(1)

 ............................ (954) (7.0)%  (985) (6.7)% (791) (6.5)% 

Other
(2)

 ............................... (1,860) (13.7)%  (1,338) (9.1)% (1,296) (10.7)% 

Gross profit ........................ 2,389 17.6% 2,342 15.9% 2,140 17.7% 

Mining segment       

Cost of revenue ................ (2,306) (87.0)% (2,363) (62.4)% (1,569) (62.6)% 

Raw materials .................... (137) (5.1)%  (277) (7.3)% (129) (5.1)% 

Transportation ................... (267) (10.1)%  (275) (7.3)% (141) (5.6)% 

Staff costs .......................... (556) (21.0)%  (523) (13.8)% (395) (15.8)% 

Depreciation ...................... (593) (22.4)%  (516) (13.6)% (268) (10.7)% 

Energy
(1)

 ............................ (260) (9.8)%  (266) (7.0)% (246) (9.8)% 

Other
(2)

 ............................... (493) (18.6)%  (506) (13.4)% (390) (15.6)% 

Gross profit ........................            344 13.0% 1,421 37.6% 938 37.4% 

Vanadium segment       

Cost of revenue ................ (494) (95.0)% (610) (91.7)% (501) (88.5)% 

Raw materials .................... (198) (38.1)% (317) (47.6)% (202) (35.6)% 

Transportation ................... (1) (0.2)% (2) (0.3)% (2) (0.4)% 

Staff costs .......................... (65) (12.5)% (71) (10.7)% (62) (10.9)% 

Depreciation ...................... (23) (4.4)% (28) (4.2)% (44) (7.8)% 

Energy
(1)

 ............................ (68) (13.1)% (71) (10.7)% (70) (12.4)% 

Other
(2)

 ............................... (139) (26.7)% (121) (18.2)% (121) (21.4)% 

Gross profit ........................ 26 5.0% 55 8.3% 65 11.5% 

Other operations       

Cost of revenue ................ (779) (74.5)% (716) (74.1)% (601) (73.0)% 

Gross profit ........................ 267 25.5% 250 25.9% 222 27.0% 

Unallocated       

Cost of revenue ................ (10)  5  5  

Gross profit ........................ (10)  5  5  

Eliminationsðcost of 

revenue .......................... 

2,946  3,586  2,330  

Eliminationsðgross 

profit .............................. 

(87)  (146)  

(295)  

Consolidated cost of 

revenue ......................... (11,797) (80.1)% (12,473) (76.1)% (10,319) (77.0)% 

Consolidated gross 

profit  ............................. 2,929 19.9% 3,927 23.9% 3,075 23.0% 
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Notes: 

(1) Includes electricity, heat, natural gas and fuel used in production processes, such as fuel oil. 

(2) Includes repairs and maintenance, industrial services, auxiliary materials such as refractory products, goods for resale, taxes in cost of 
revenue, and effect of changes in work-in-progress and finished goods inventories. 

Steel Segment 

Evrazôs steel segment cost of revenue decreased to 82.4% of steel segment revenue or U.S.$11,154 million 

in 2012 from 84.1% of steel segment revenue, or U.S.$12,375 million in 2011, from 82.3% of steel segment 

revenue, or U.S.$9,983 million in 2010. 

The principal factors affecting the change in Evrazôs steel segment cost of revenue in absolute terms in 

2012 as compared to 2011 were as follows: 

Å Raw material costs decreased by 21.1%, primarily due to a significant decline in prices for principal 

raw materials (in particular prices for coking coal and iron ore) coupled with a decrease in the 

production volumes of steel products (net of re-rolled volumes within the Group). 

Å Costs of semi-finished products decreased by 39.1% due to a lower share of external purchases of 

semi-finished products by EVRAZôs North American and European operations, as well as lower 

market prices for those semi-finished products that were purchased. 

Å Transportation costs increased by 8.4%. Railway charges in relation to the transportation of Evrazôs 

steel products to the relevant ports, which represent a major component of these costs, increased as a 

result of higher railway tariffs. An increased share of internal semi-finished products supplied by 

Evrazôs Russian operations to its North American operations also contributed to higher costs 

attributable to ocean freight expenses.  

Å Staff costs increased by 8.9% largely due to higher wages and salaries of production staff which rose 

in accordance with the trade union agreements for all operations.  

Å Depreciation and depletion costs increased by 3.4% due to an increase in Evrazôs depreciable asset 

base following the completion of major investment projects at EVRAZ NTMK and United EVRAZ 

ZapSib in 2011 and 2012. 

Å Energy costs decreased by 3.1% due to lower energy prices for the North American operations and the 

depreciation of local currencies against the U.S. dollar for other Evraz operations.  

Å Other costs increased by 39.0% due to a significant increase in the external purchase of goods from 

third parties for subsequent resale by EVRAZ Metal Inprom and the destocking of goods in ports, 

which contributed to the cost of revenue in addition to production costs.  

The principal factors affecting the change in Evrazôs steel segment cost of revenue in absolute terms in 

2011 as compared to 2010 were as follows: 

Å Raw material costs increased by 33.5%, primarily due to an increase in prices of all key main raw 

materials (in particular coking coal and iron ore) and the appreciation of the Rouble, Czech Koruna, 

South African Rand and Canadian Dollar against the U.S. dollar. 

Å Costs of semi-finished products increased by 20.2% mainly due to increased slab usage volumes in 

Evraz North America, and a higher than average cost of slabs. 

Å Transportation costs decreased by 5.7% due to lower export sales volumes of steel products from 

Russia to Asia. 

Å Staff costs increased by 23.6%. Wages and salaries of production staff rose in accordance with the 

trade union agreements for all operations. Other factors influencing this increase included increased 

salaries due to an increase in employees reflecting higher production volumes in 2011 as compared to 

2010 and the appreciation of the Rouble, Czech Koruna, Euro, South African Rand and Canadian 

Dollar against the U.S. dollar. 
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Å Depreciation and depletion costs increased by 5.1% mainly due to the appreciation of the Rouble, 

Czech Koruna, Euro, South African Rand and Canadian Dollar against the U.S. dollar, acquisition of 

fixed assets and capitalisation of repairs by Evrazôs Russian operations. 

Å Energy costs increased by 24.5% due to higher energy prices and the appreciation of the Rouble, 

Czech Koruna, Euro, South African Rand and Canadian Dollar against the U.S. dollar. 

Å Other costs increased by 3.2% due to appreciation of the Rouble, Czech Koruna, Euro, South African 

Rand and Canadian Dollar against the U.S. dollar. 

Steel segment gross profit increased to U.S.$2,389 million in 2012 from U.S.$2,342 million in 2011 and 

U.S.$2,140 million in 2010. Gross profit margin amounted to 17.6% of steel segment revenue in 2012 compared to 

15.9% in 2011 and 17.7% in 2010. The increase in gross profit margin in 2012 as compared to 2011 primarily 

reflected lower cost of raw materials. The increase in gross profit in 2011 as compared to 2010 reflected increased 

average prices of steel products as well as better product mix.  

Mining Segment 

Evrazôs mining segment cost of revenue increased to 87.0% of mining segment revenue, or U.S.$2,306 

million, in 2012 compared to 62.4% of mining segment revenue, or U.S.$2,363 million, in 2011 and 62.6% of 

mining segment revenue, or U.S.$1,569 million, in 2010. 

The principal factors affecting the change in mining segment cost of revenue in absolute terms in 2012 

compared to 2011 were: 

Å Raw material costs decreased by 50.5%. This decrease was primarily due to a decrease in volumes of 

external ore purchased for processing and subsequent resale to third parties and depreciation of the 

average exchange rate of the Russian rouble against the U.S. dollar. 

Å Transportation costs decreased by 2.9% primarily due to depreciation of the average rate of the 

Russian rouble against the U.S. dollar. 

Å Staff costs increased by 6.3%. This increase was largely attributable to an increase in wages and 

salaries in accordance with trade union agreements. 

Å Depreciation costs increased by 14.9%, primarily due to a revision in the basis for calculation of 

depletion for mining operations. 

Å Energy costs decreased by 2.3%, primarily due to the depreciation of local currencies against the U.S. 

dollar. 

Å Other costs decreased by 2.6%, primarily due to the depreciation of local currencies against the U.S. 

dollar. Other costs consisted primarily of contractor services and materials for maintenance and repairs 

and certain taxes.  

The principal factors affecting the change in mining segment cost of revenue in absolute terms in 2011 

compared to 2010 were: 

Å Raw material costs increased by 114.7%. This increase resulted from higher volumes and higher prices 

of external coking coal purchased by the mining segment for processing (as a result of a decrease in 

YuKU mining volumes), increased prices of purchased iron ore and the appreciation of the average 

rates of the Rouble against the U.S. dollar. 

Å Transportation costs increased by 95.0% primarily due to increased costs of railway transportation to 

ports related to export sales of mining products, increased volumes of iron ore transportation and a 

higher proportion of external transport services at Evrazruda, an increase of transportation tariffs and 

the appreciation of the Rouble against the U.S. dollar. 

Å Staff costs increased by 32.4%. The increase was largely attributable to increases in the wages and 

salaries of production staff, which rose in accordance with trade union agreements for Russia and 

Ukraine, growth of volumes at EVRAZ KGOK and appreciation of the Rouble against the U.S. dollar. 
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Å Depreciation and depletion costs increased by 92.5% due to the new valuation of mineral reserves in 

2011, fixed assets additions and appreciation of the Rouble against the U.S. dollar. 

Å Energy costs increased by 8.1% due to an increase in prices of electricity and natural gas, growth in 

production volumes at KGOK and appreciation of the Rouble against the U.S. dollar. 

Å Other costs increased by 29.7% due to an increase in goods for resale (primarily from coal purchased 

from the external market for the steel segment), changes in work in progress and finished goods, 

higher prices for contractor services and materials for maintenance, increases in mineral extraction 

taxes and appreciation of the Rouble against the U.S. dollar. 

Mining segment gross profit increased from U.S.$938 million in 2010 to U.S.$1,421 million in 2011 and 

decreased to U.S.$344  million in 2012, representing a gross profit margin of 13% of mining segment revenue in 

2012 compared to 37.6% of mining segment revenue in 2011 and 37.4% in 2010. The decrease in the gross profit 

margin in 2012 as compared to 2011 was primarily attributable to a higher depletion base and lower prices for 

mining products. The increase in gross profit margin in 2011 as compared to 2010 was attributable to growth in 

prices of iron ore and coal.  

Vanadium Segment 

Vanadium segment cost of revenue decreased by 19.0% to U.S.$494 million, or 95.0% of vanadium 

segment revenue, in 2012 from U.S.$610 million, or 91.7% of vanadium segment revenue, in 2011 and 

U.S.$501 million or 88.5% of vanadium segment revenue, in 2010. The decrease in Evrazôs vanadium segmentôs 

cost of revenue in 2012 as compared to 2011, in absolute terms, was primarily attributable to a decrease in sales 

volumes and the depreciation of local currencies against the U.S. dollar. The increase in Evrazôs vanadium 

segmentôs cost of revenue in 2011 as compared to 2010, in absolute terms, was primarily attributable to higher sales 

volumes.  

Gross profit of Evrazôs vanadium segment decreased to U.S.$26 million from U.S.$55 million in 2011, 

itself a decrease from gross profit of U.S.$65 million in 2010. The aggregate result was a gross profit margin of 

5.0% of vanadium segment revenue in 2012 as compared to a profit of 8.3% in 2011 and of 11.5% in 2010, due to 

the factors described above. 

Other Operations 

The other operations segmentôs cost of revenue increased to 74.5% of other operations revenue, or 

U.S.$779 million, in 2012 as compared to 74.1%, or U.S.$716 million, in 2011 and 73.0%, or U.S.$601 million, in 

2010. 

The major components of cost of revenue at EVRAZ Nakhodka Trade Sea Port are staff and auxiliary 

materials costs. The major component of Evraztransô cost of revenue (during the periods under review until its 

disposal by Evraz on 12 December 2012) is rental and maintenance of railway cars. The major component of MEFôs 

cost of revenue is the purchase of electricity from power generating companies. The major components of ZapSib 

Power Plantôs cost of revenue are steam coal for power generation, depreciation and staff costs; while the major 

component of Sinanoôs cost of revenue is ship hire fees. 

Selling and Distribution Costs 

Selling and distribution costs increased by 4.9% to U.S.$1,211 million in 2012,  representing 8.2% of 

consolidated revenue, as compared to U.S.$1,154 million in 2011, representing 7.0% of consolidated revenue, and 

U.S.$807 million in 2010, representing 6.0% of consolidated revenue. Selling and distribution costs largely consist 

of transportation expenses related to Evrazôs selling activities. 

The following table presents selling and distribution costs by segment in 2012, 2011 and 2010, including as 

a percentage of segment revenue. 

 Year ended 31 December 

 2012 2011 2010 

 Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue 

 (U.S.$ million, except percentages) 
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Steel segment ..............................  (1,130) (8.3)% (1,097) (7.5)% (761) (6.3)% 

Transportation costs ....................  (788) (5.8)% (714) (4.9)% (446) (3.7)% 

Staff costs ....................................  (125) (0.9)% (107) (0.7)% (65) (0.6)% 

Bad debt provision .......................  (5) (0.1)% (28) (0.2)% (17) (0.1)% 

Depreciation ................................  (87) (0.6)% (126) (0.9)% (122) (1.0)% 

Other costs
(1)

 ................................  (125) (0.9)% (122) (0.8)% (111) (0.9)% 

Mining segment..........................  (118) (4.5)% (118) (3.1)% (110) (4.4)% 

Transportation costs ....................  (94) (3.5)% (78) (2.1)% (70) (2.8)% 

Staff costs ....................................  (3) (0.1)% (9) (0.2)% (3) (0.1)% 

Bad debt provision .......................  (3) (0.1)% (7) (0.2)% (17) (0.7)% 

Other costs
(1)

 ................................  (18) (0.8)% (24) (0.6)% (20) (0.8)% 

Vanadium segment ....................  (50) (9.6)% (21) (3.2)% (23) (4.1)% 

Transportation costs ....................  (14) (2.7)% (14) (2.1)% (11) (1.9)% 

Staff costs ....................................  (3) (0.6)% (2) (0.3)% (3) (0.5)% 

Depreciation ................................  (22) (4.2)% (4) (0.6)% (2) (0.4)% 

Other costs
(1)

 ................................  (11) (2.1)% (1) (0.2)% (7) (1.3)% 

Other operations ........................  (88) (8.4)% (85) (8.8)% (91) (11.1)% 

Eliminations ...............................  175  167  178  

Total ............................................  (1,211) (8.2)% (1,154) (7.0)% (807) (6.0)% 

 
Note: 

(1) Includes auxiliary materials such as packaging, port services and customs duties. 

Steel Segment 

Selling and distribution costs amounted to 8.3%, 7.5% and 6.3% of Evrazôs steel segment revenue in 2012, 

2011 and 2010, respectively. 

The primary factors affecting the changes in the steel segmentôs selling and distribution costs in 2012 as 

compared to 2011 were: 

Å Transportation costs increased by 10.4% due to an increase in railway tariffs in Russia and a change in 

shipment terms for most domestic sales of Russian operations from an ExWorks basis to a ñcarriage 

paid toò basis, or CPT, in April 2011 (while in 2012 these shipments were made on a CPT basis for the 

entire year). 

Å Staff costs increased by 16.8%, primarily due to an increase in the number of sales staff at EVRAZ 

Metal Inprom and Trading Company EvrazHolding, higher sales-related remuneration at EVRAZ 

Metal Inprom, increased selling staff costs allocated to the steel segment at East Metals and an increase 

in average salaries in accordance with trade union agreements at Russian steel operations. 

Å Bad debt expense decreased by 82.1% to U.S.$5 mill ion in 2012 compared to U.S.$28 million in 2011. 

The decrease in bad debt expense was primarily attributable to lower provisions relating to overdue 

receivables from Tagil Energo, which purchases heat from NTMK. 

Å Depreciation costs decreased by 31.0%, largely reflecting a decrease in the depreciation of intangible 

assets by Evraz Highveld (while increasing such depreciation costs in the vanadium segment). 

Å Other selling costs increased by 2.5%, primarily due to higher advertising expenses and the 

sponsorship of sport events. 
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The primary factors affecting the changes in the steel segmentôs selling and distribution costs in 2011 as 

compared to 2010 were: 

Å Transportation costs increased by 60.1% primarily due to a change in shipment terms for most 

domestic sales of Russian operations from ExWorks to CPT in April 2011. Other factors that 

contributed to the increase were higher freight rates and increased product handling in Evraz North 

America, the acquisition of Inprom group in December 2010 and the appreciation of the Rouble, Czech 

Koruna, Euro, South African Rand and Canadian Dollar against the U.S. dollar. 

Å Staff costs increased by 64.6%. This increase is attributable to the acquisition of Inprom group in 

December 2010, increases in salaries in accordance with trade union agreements and increases in the 

social tax rate in Russia, increases in the number of sales staff in Evraz North America and 

appreciation of the Rouble, Czech Koruna, Euro, South African Rand and Canadian Dollar against the 

U.S. dollar. 

Å Bad debt expense increased by 64.7% from U.S.$17 million in 2010 to U.S.$28 million in 2011. The 

increase in bad debt expense was primarily attributable to additional doubtful debt provisions made 

against receivables from Tagil Energo, which purchases heat from EVRAZ NTMK. 

Å Depreciation costs increased by 3.3% largely reflecting appreciation of the Rouble, Czech Koruna, 

Euro, South African Rand and Canadian Dollar against the U.S. dollar. 

Å Other selling costs increased by 9.9%, primarily due to the acquisition of Inprom group in December 

2010 and appreciation of the Rouble, Czech Koruna, Euro, South African Rand and Canadian Dollar 

against the U.S. dollar. 

Mining Segment 

Selling and distribution costs amounted to 4.5%, 3.1% and 4.4% of the mining segmentôs revenue in 2012, 

2011 and 2010, respectively. 

The principal factors affecting the changes in the mining segmentôs selling and distribution costs in 2012 as 

compared to 2011 were: 

Å Transportation costs increased by 20.5% in 2012, primarily due to a change in 2011 of shipment terms 

for most domestic sales from an ExWorks basis to a CPT basis. 

Å Staff costs decreased by 66.7% primarily due to a lower mining product sales volumes. 

Å Bad debt expense decreased by 57.1% to U.S.$3 million in 2012 compared to U.S.$7 million in 2011 

primarily due to a reduction in the doubtful debt allowance for energy supplies in the Kemerovo 

region. 

Å Other selling costs decreased by 25.0%, primarily due to a reduction in insurance expenses related to 

the export sales of mining products. 

The principal factors affecting the changes in the mining segmentôs selling and distribution costs in 2011 as 

compared to 2010 were: 

Å Transportation costs increased by 11.4% primarily due to the increase in railway tariffs, higher KGOK 

sales volumes and appreciation of the Rouble against the U.S. dollar. 

Å Staff costs increased by 200.0%. This increase was primarily attributable to an increased number of 

sales staff allocated to the mining segment in Evrazôs trading companies. 

Å Bad debt expense decreased from U.S.$17 million in 2010 to U.S.$7 million in 2011, primarily due to 

a reversal of the provision made in 2010 against accounts receivable from Kazankovskaya mine (an 

associate of YuKU). 

Å Other selling costs increased by 20.0%, primarily due to additional marketing expenses, sales 

commissions and agent fees related to Evrazôs export sales from Russia and Ukraine. 
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Vanadium Segment 

Selling and distribution costs increased to U.S.$50 million in 2012 compared to U.S.$21 million in 2011 

and U.S.$23 million in 2010. These movements represented 9.6%, 3.2% and 4.1% of Evrazôs vanadium segment 

revenue in 2012, 2011 and 2010, respectively. The increase in 2012 as compared to 2011 was primarily attributable 

to a higher depreciation of intangible assets at Evraz Highveld due to a change in the expected pattern of 

consumption of future economic benefits relating to the customer relationships allocated to the vanadium segment, 

as well as a one-off positive effect from recovery of custom duties related to export sales of vanadium slag in 2011. 

The decrease in 2011 as compared to 2010 was primarily attributable to the return by tax authorities of customs 

duties related to EVRAZ NTMK export sales of vanadium slag.  

Other Operations 

Selling and distribution costs amounted to 8.4%, 8.8% and 11.1% of other operationsô revenue in 2012, 

2011 and 2010, respectively. These changes in selling and distribution costs were largely attributable to the share of 

third party freight services required in respect of Sinanoôs shipping activities.  

General and Administrative Expenses 

General and administrative expenses decreased to U.S.$850 million in 2012 from U.S.$920 million in 2011 

and U.S.$732 million in 2010. These expenses represented 5.8%, 5.6% and 5.5% of consolidated revenue in 2012, 

2011 and 2010, respectively. 

The following table presents general and administrative expenses by segment for 2012, 2011 and 2010, 

including as a percentage of segment revenue. 

 Year ended 31 December 

 2012 2011 2010 

General and administrative 

expenses by segment Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue 

 (U.S.$ million, except percentages) 

Steel segment ............................  (466) (3.4)% (469) (3.2)% (403) (3.3)% 

Staff costs ..................................  (197) (1.4)% (187) (1.3)% (163) (1.3)% 

Taxes, other than on income ......  (77) (0.6)% (91) (0.6)% (82) (0.7)% 

Other
(1)

 .......................................  (192) (1.4)% (191) (1.3)% (158) (1.3)% 

Mining segment........................  (141) (5.3)% (143) (3.8)% (117) (4.7)% 

Staff costs ..................................  (72) (2.7)% (70) (1.9)% (53) (2.1)% 

Taxes, other than on income ......  (27) (1.0)% (26) (0.7)% (27) (1.1)% 

Other
(2)

 .......................................  (42) (1.6)% (47) (1.2)% (37) (1.5)% 

Vanadium segment ..................  (37) (7.1)% (43) (6.5)% (36) (6.4)% 

Staff costs ..................................  (18) (3.5)% (21) (3.2)% (19) (3.4)% 

Taxes, other than on income ......  (2) (0.4)% (3) (0.5)% (2) (0.4)% 

Other
(1)

 .......................................  (17) (3.2)% (19) (2.8)% (15) (2.6)% 

Other operations ........................  (22) (2.1)% (21) (2.2)% (27) (3.3)% 

Unallocated
(3)

 .............................  (185)  (250)  (155)  

Eliminations ..............................  1  6  6  

TOTAL  .....................................  (850) (5.8)% (920) (5.6)% (732) (5.5)% 

 
Notes: 

(1) Includes depreciation, insurance and bank and other service costs. 

(2) Includes rent, insurance, bank and other service costs. 

(3) Relates principally to staff costs. 
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Steel Segment 

General and administrative expenses decreased to U.S.$466 million in 2012 from U.S.$469 million in 2011 

and U.S.$403 million in 2010. It represented 3.4%, 3.2% and 3.3% of the steel segmentôs revenue in 2012, 2011 and 

2010, respectively. 

The principal factors affecting the changes in the steel segmentôs general and administrative expenses in 

2012 as compared to 2011 were: 

Å Staff costs increased by 5.3%, primarily due to an increase in salaries in accordance with trade union 

agreements at Russian mills and higher staff levels at Evrazôs North American operations. 

Å Taxes, other than on income, and including property, land and local taxes, decreased by 15.4%. The 

decrease was primarily due to lower non-deductible VAT expenses in Ukraine and lower property 

taxes in Russia following the receipt of tax relief relating to electric power line assets. 

Å Other general and administrative expenses marginally increased by 0.5%. The increase was primarily 

attributable to the maintenance of non-production facilities. 

The principal factors affecting the changes in the steel segmentôs general and administrative expenses in 

2011 as compared to 2010 were: 

Å Staff costs increased by 14.7% due to an increase in salaries in accordance with trade union 

agreements at Russian mills, an increase in the social tax rate in Russia, additional staff costs related to 

the relocation of EVRAZ North Americaôs head office to Chicago and appreciation of the Rouble, 

Czech Koruna, Euro, South African Rand and Canadian Dollar against the U.S. dollar. 

Å Taxes, other than on income, and including property, land and local taxes, increased by 11.0%. The 

increase was primarily due to higher land and property tax rates at Russian mills, expenses related to a 

revision of past periodsô VAT filings by Inprom, provisions related to VAT receivable by EVRAZ 

DMZP from doubtful debtors and appreciation of the Rouble, Czech Koruna, Euro and South African 

Rand against the U.S. dollar. 

Å Other general and administrative expenses increased by 20.9%. This increase is principally attributable 

to an increase in consulting services in Russia (including costs related to the merger of ZapSib and 

NKMK), an increase in recruitment, training  and business trips in North America, expenses related to 

East Metals A.G.ôs office relocation to Zug and appreciation of the Rouble, Czech Koruna, Euro, 

South African Rand and Canadian Dollar against the U.S. dollar. 

Mining Segment 

General and administrative expenses decreased to U.S.$141 million in 2012 from U.S.$143 million in 

2011, itself an increase from U.S.$117 million in 2010. These expenses represented 5.3%, 3.8% and 4.7% of mining 

segment revenue in 2012, 2011 and 2010. 

The principal factors affecting the changes in the mining segmentôs general and administrative expenses in 

2012 as compared to 2011 were: 

Å Staff costs increased by 2.9% due to an increase in salaries in accordance with trade union agreements 

at Russian mills.  

Å Taxes, other than on income, increased by 3.8% largely due to an increase in property tax at 

Yuzhkuzbassugol following completion of mine construction at Alardinskaya and at EVRAZ KGOK 

following integration of the Kachkanar Power Plant. 

Å Other expenses decreased by 10.6% largely due to one-off expenses at EVRAZ KGOK in 2011, which 

were attributable to accrued reserves made in relation to possible fines and payments related to 

antimonopoly and ecology legislation, and depreciation of the average rate of the Rouble against the 

U.S. dollar. 

The principal factors affecting the changes in the mining segmentôs general and administrative expenses in 

2011 as compared to 2010 were: 
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Å Staff costs increased by 32.1% due to an increase in salaries in accordance with trade union 

agreements at Russian mills, an increase in the social tax rate in Russia and appreciation of the Rouble 

against the U.S. dollar. 

Å Taxes, other than on income, decreased by 3.7% largely due to a cancellation of additional expenses 

related to a land tax at Evrazruda that accrued in 2010. 

Å Other expenses increased by 27.0% largely due to an increase in accounting and other professional 

services costs, provisions made at KGOK for possible fines and payments relating to antimonopoly 

and environmental legislation for a total amount of U.S.$5.6 million, and appreciation of the Rouble 

against the U.S. dollar. 

Vanadium Segment 

General and administrative expenses decreased to U.S.$37 million in 2012 from U.S.$43 million in 2011, 

itself an increase from U.S.$36 million in 2010. These expenses represented 7.1%, 6.5% and 6.4% of vanadium 

segment revenue in 2012, 2011 and 2010, respectively. The decrease in general and administrative expenses in 2012 

as compared to 2011 was attributable to a reduction in staff costs across all vanadium operations, a reduction in 

insurance expenses at EVRAZ Highveld and a lower other general and administrative expenses.  The increase in 

general and administrative expenses in 2011 as compared to 2010 was primarily due to an increase in salaries, an 

increase in the number of employees and business trips at Stratcor, an increase in salaries and the social tax rate at 

Vanady-Tula, and appreciation of the Rouble, Czech Koruna and South African Rand against the U.S. dollar.  

Other Operations 

General and administrative expenses increased to U.S.$22 million in 2012 from U.S.$21 million in 2011, 

itself a decrease from U.S.$27 million in 2010. These expenses represented 2.1%, 2.2% and 3.3% of other 

operations segmentôs revenue in 2012, 2011 and 2010, respectively. The increase in general and administrative 

expenses in absolute terms in 2012 as compared to 2011 was primarily attributable to a one-off tax benefit at 

EVRAZ Nakhodka Trade Sea Port in 2011.  The decrease in general and administrative expenses in 2011 as 

compared to 2010 was primarily due to a reversal of the provision against tax risks related to VAT at Nakhodka 

Trade Sea Port made in 2010.  

Unallocated 

Unallocated general and administrative expenses are largely attributable to costs associated with 

EvrazHolding, EvrazTekhnika (a subsidiary, which provides IT services to Evrazôs operations in Russia), OUS (a 

subsidiary, which provides accounting services to Evrazôs operations in Russia and Ukraine) and EvrazService (a 

subsidiary, which provides office maintenance in Moscow). Most of EvrazHoldingôs general and administrative 

costs relate to wages and salaries in respect of its employees, including Evrazôs senior management. 

Unallocated general and administrative expenses decreased to U.S.$185 million in 2012 from 

U.S.$250 million in 2011, itself an increase from U.S.$155 million in 2010. The decrease in 2012, as compared to 

2011, was primarily attributable to a one-off benefit from a reduction in staff bonus at EvrazHolding in 2012 

(U.S.$32 million), one-off expenses related to the premium listing on the London Stock Exchange in 2011 (U.S.$19 

million), and the reallocation of expenses such as director fees and professional services from Evraz to EVRAZ plc 

in 2012 (U.S.$8 million). The increase in 2011, as compared to 2010, was primarily attributable to staff costs at 

EvrazHolding (which increased by U.S.$30 million due to higher social tax rates, average salaries, bonuses and the 

hiring of additional staff), expenses related to share option incentive plans for Evrazôs senior management (U.S.$23 

million), expenses related to the premium listing of EVRAZ plc on the LSE (U.S.$19 million), an increase in 

salaries and the social taxes for EvrazTekhnika and OUS (U.S.$6.5 million), costs related to the relocation of all 

Moscow based staff to the new office building, and appreciation of the average exchange rate of the Rouble against 

the U.S. dollar.  

Other Operating Income, Net of Other Operating Expenses 

Other operating expenses, increased to U.S.$615 million in 2012 from income of U.S.$8 million in 2011 

and from an expense of U.S.$206 million in 2010. These amounts represented 4.2%, 0.0%, and 1.6% of 

consolidated revenue in 2012, 2011 and 2010, respectively. Other operating income and expenses consist primarily 

of gain (loss) on the disposal of property, plant and equipment, impairment of assets, foreign exchange rates gain 

(loss) and social and social infrastructure expenses. Social and social infrastructure expenses include such items as 

maintenance of medical centres, recreational centres, sponsorship of sports teams and charitable events. 
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The following table presents other operating income and expenses by segment for 2012, 2011 and 2010, 

including as a percentage of segment revenue. 

 Year ended 31 December 

 2012 2011 2010 

Other operating income and 

expenses by segment amount 

revenue Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue 

 (U.S.$ million, except percentages) 

Steel segment       

Social and social 

infrastructure maintenance 

expenses ................................  (39) (0.3)% (50) (0.3)% (47) (0.4)% 

Loss on disposal of property, 

plant and equipment ..............  (38) (0.3)% (29) (0.2)% (33) (0.3)% 

Impairment of assets ..................  (58) (0.4)% (78) (0.5)% (81) (0.7)% 

Foreign exchange gain/(loss) .....  171 1.3% (29) (0.2)% 65 0.6% 

Other income (expense), net ......  16 0.1% (10) (0.1)% (2) (0.0)% 

Total ..........................................  52 0.4% (196) (1.3)% (98) (0.8)% 

Mining segment       

Social and social 

infrastructure maintenance 

expenses ................................  (11) (0.4)% (11) (0.3)% (9) (0.4)% 

Loss on disposal of property, 

plant and equipment ..............  (17) (0.6)% (20) (0.5)% (18) (0.7)% 

Impairment of assets ..................  (354) (13.4)% (31) (0.8)% (20) (0.8)% 

Foreign exchange gain/(loss) .....  (95) (3.6)% 103 2.6% (2) (0.1)% 

Other income/(expense), net ......  (63) (2.4)% (51) (1.3)% (49) (1.9)% 

Total ..........................................  (540) (20.4)% (10) (0.3)% (98) (3.9)% 

Vanadium segment       

Loss on disposal of property, 

plant and equipment ..............  (1) (0.2)% ð ð ð ð 

Impairment of assets ..................  ð ð ð ð (16) (2.8)% 

Foreign exchange gain/(loss) .....  ð ð (1) (0.1)% ð ð 

Other income/(expense), net (5) (1.0)% (3) (0.5)% ð ð 

Total ..........................................  (6) (1.2)% (4) (0.6)% (16) (2.8)% 

Other operations       

Social and social 

infrastructure maintenance 

expenses ................................  (1) (0.1)% ð ð (1) (0.1)% 

Loss on disposal of property, 

plant and equipment ..............  ð ð (1) (0.1)% (1) (0.1)% 

Impairment of assets ..................  (1) (0.1)% 5 0.5% (30) (3.7)% 

Foreign exchange gain/(loss) .....  ð ð 1 0.1% 1 0.1% 

Other income/(expense), net ......  (5) (0.5)% 13 1.4% 4 0.5% 

Total ..........................................  (7) (0.7)% 18 1.9% (27) (3.3)% 

Unallocated ..............................  (117)
(1) 

 195
(1)

  32  

Eliminations .............................  3  5  1  

Total other operating 

income and expenses, net ....  (615) (4.2)% 8 0.0% (206) (1.6)% 

 
Note: 

(1)      Foreign exchange gain/(loss) on intercompany loans 

Total social and social infrastructure expenses amounted to U.S.$51 million in 2012, U.S.$61 million in 
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2011, and U.S.$64 million in 2010. Evrazôs social and social infrastructure expenses are largely dependent on the 

general economic climate and the changes in this expense reflect changes in the economy and Russian steel and 

mining industry. 

Total loss on the disposal of property, plant and equipment amounted to a loss of U.S.$56 million in 2012, 

compared to U.S.$50 million in 2011 and U.S.$52 million in 2010. The loss in 2012 was primarily attributable to the 

disposal of assets at Evrazôs Russian operations. The loss in 2010 and 2011 was primarily attributable to the disposal 

of assets at the Russian and the South African steel and mining operations.  

Total impairment of assets amounted to U.S.$413 million in 2012, compared to U.S.$104 million in 2011 

and U.S.$147 million in 2010. Impairment was partly attributable to impairment of goodwill in the amount of 

U.S.$nil, U.S.$nil and U.S.$16 million (related to Stratcor) in 2012, 2011 and 2010, respectively. Evraz also 

recognised impairment of assets, other than goodwill, in the amounts of U.S.$413 million, U.S.$104 million and 

U.S.$131 million in 2012, 2011 and 2010, respectively, including impairment of certain items of property, plant and 

equipment and intangible assets. The significant part in 2012 was attributable to the non-current assets of Evrazruda. 

For an additional discussion on total impairments of assets, see Notes 5, 9, 10 and 13 to the Consolidated Financial 

Statements. 

The total foreign exchange loss amounted to U.S.$41 million in 2012, while in 2011 and 2010 there were 

gains in the amount of U.S.$269 million and U.S.$104 million, respectively.  

The foreign exchange loss in 2012 primarily related to the loss in respect of Rouble-denominated inter-

company loans issued by Evrazôs Russian subsidiaries to Mastercroft Finance Ltd, a Cyprus-based subsidiary of the 

Issuer (loss recognised by Mastercroft Finance Ltd), and U.S. denominated inter-company loans issued by Evrazôs 

Russian subsidiaries (loss recognised by Evrazôs Russian subsidiaries) due to appreciation of the average rate of 

exchange of the Rouble against the U.S. dollar between 31 December 2011 and 31 December 2012.  

The foreign exchange gain in 2011 primarily related to gains in respect of inter-company loans issued by 

Evrazôs Russian subsidiaries to Mastercroft Finance Ltd in Roubles (gains recognised by Mastercroft Finance Ltd) 

and inter-company loans issued by Evrazôs Russian subsidiaries in U.S. dollars (gains recognised by Evrazôs 

Russian subsidiaries) due to depreciation of the Rouble against the U.S. dollar between 31 December 2010 and 

31 December 2011.  

The foreign exchange gain in 2010 included Evrazôs gains in respect of inter-segment loans issued to 

subsidiaries in local currencies other than such subsidiariesô functional currencies, which appreciated against the 

U.S. dollar between 31 December 2009 and 31 December 2010 (in particular, due to EICA), and gains in respect of 

inter-segment loans issued by subsidiaries in local currencies, which depreciated against U.S. dollar between 

31 December 2009 and 31 December 2010 (in particular, Evrazôs Russian operations). 

Profit from Operations 

Profit from operations was U.S.$253 million in 2012, representing 1.7% of consolidated revenue, compared 

to U.S.$1,861 million in 2011, representing 11.3% of consolidated revenue, and U.S.$1,330 million in 2010, 

representing 9.9% of consolidated revenue. The change in profit from operations in 2012 as compared to 2011 is 

primarily attributable to a decrease in consolidated gross profit margin and higher losses related to impairment of 

assets and foreign exchange losses. The increase in profit from operations in 2011 as compared to 2010 was 

attributable to an increase in consolidated gross profit margin, an increase in selling and distribution costs, an 

increase in general and administrative expenses and an increase in other operating income, in each case, for the 

reasons described above.  The following table presents profit (loss) from operations by segment for 2012, 2011 and 

2010, including as a percentage of segment revenue. 

 Year ended 31 December 

 2012 2011 2010 

Profit (loss) from operations by segment Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue Amount 

Percentage 

of segment 

revenue 

 (U.S.$ million, except percentages) 

Steel segment .....................................  845 6.2% 580 3.9% 878 7.2% 

Mining segment .................................  (455) (17.2)% 1,150 30.4% 613 24.5% 

Vanadium segment ............................  (67) (12.9)%  (13)  (2.0)%  (10) (1.8)% 

Other operations ................................  150 14.3% 162 16.8% 77 9.4% 
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Unallocated ........................................  (313)  (50)  (118)  

Eliminations ......................................  93  32  (110)  

Total ..................................................  253 1.7% 1,861 11.3% 1,330 9.9% 

 

Non-Operating Income and Expense 

Non-operating income and expense includes interest income, interest expense, share of profits (losses) of 

associates and joint ventures, gains (losses) on financial assets and liabilities and other non-operating gains (losses). 

The table below presents these items for 2012, 2011 and 2010, including as a percentage of consolidated revenue. 

 Year ended 31 December 

 2012 2011 2010 

 Amount 

Percentage 

of revenue Amount 

Percentage 

of revenue Amount 

Percentage 

of revenue 

 (U.S.$ million, except percentages) 

Interest income ..................................  23 0.2% 17 0.1% 13 0.1% 

Interest expense .................................  (644) (4.4)% (708) (4.2)% (728) (5.4)% 

Gain/(loss) on disposal groups 

classified as held for sale, net ........  314 2.1% 8 0.0% (14) (0.1)% 

Gain/(loss) on financial assets or 

liabilities, net .................................  164 1.1% (355) (2.2)% 8 0.0% 

Bargain purchase gain .......................  Ƅ Ƅ Ƅ Ƅ 4 0.0% 

Share of profits/(losses) of associates 

and joint ventures ..........................  1 0.0% 55 0.3% 21 0.2% 

Other non-operating gains/(losses), 

net ..................................................  (6) 0.0% (4) (0.0)% (1) (0.0)% 

Total ..................................................  (148) (1.0)% (987) (6.0)% (697) (5.2)% 

 

Interest income increased to U.S.$23 million in 2012 from U.S.$17 million in 2011, itself a decrease from 

U.S.$13 million in 2010. Interest income primarily comprises interest on bank accounts and deposits. 

Interest expense amounted to U.S.$644 million in 2012 as compared to U.S.$708 million in 2011 and 

U.S.$728 million in 2010. The decrease in interest expense in 2012 as compared to 2011 related primarily to a 

reduction in the average cost of debt. The decrease in interest expense in 2011 as compared to 2010 related to a 

reduction in the total level of debt.  

Gain on disposal of assets held for sale amounted to U.S.$314 million in 2012, including a gain of 

U.S.$200 million attributable to the sale of the Mezhegey coal field to EVRAZ plc, a gain of U.S.$190 million from 

the sale of Evraztrans business to a third party and a gain of U.S.$14 million attributable to the disposal of a loss-

making coke and chemical plant in Ukraine. These gains were partially offset by a loss of U.S.$83 million 

attributable to the difference between the carrying value of the net assets of the subsidiaries held for sale and the 

expected consideration and a loss of U.S.$6 million attributable to the sale of a subsidiary whose assets comprised 

only rights under a long-term lease of land to be used for a construction of a commercial seaport in Ukraine. Gain on 

disposal of assets held for sale amounted to U.S.$8 million in 2011, see Note 12 to the Consolidated Financial 

Statements. 

Net gain on financial assets and liabilities amounted to a gain of U.S.$164 million in 2012, compared to a 

loss of U.S.$355 million in 2011 and a net gain of U.S.$8 million in 2010. The gain in 2012 was primarily 

attributable to a gain of U.S.$177 million on the swap contracts on Rouble-denominated bonds, which was partially 

offset by other losses on financial assets and liabilities. The net loss in 2011 was attributable to losses on the 

conversion of bonds of U.S.$161 million and on extinguishment of debts of U.S.$71 million, a change in fair value 

of derivatives of U.S.$110 million and an impairment loss on Evrazôs investments in Delong Holdings Limited 

(ñDelong Holdingsò) of U.S.$20 million. The net gain in 2010 included a gain from sales of Ukraine VAT 

government bonds of U.S.$6 million, a net gain on foreign currency swaps on Russian bonds of U.S.$4 million and 

an impairment of financial assets of Evrazôs investments in Delong Holdings of U.S.$4 million. 
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The bargain purchase gain in 2010 was U.S.$4 million, all of which was attributable to the acquisition of 

the Inprom Group. 

Share of profits of associates and joint ventures increased from U.S.$21 million in 2010 to U.S.$55 million 

in 2011 and declined to U.S.$1 million in 2012 and was largely related to income (losses) attributable to Evrazôs 

interest in Raspadskaya and Streamcore (see Note 11 to the Consolidated Financial Statements). 

Income Tax Expense (Benefit) 

Income tax expense amounted to U.S.$229 million in 2012, compared to an income tax expense of  

U.S.$420 million in 2011 and U.S.$163 million in 2010. Evrazôs income tax expense in 2010 was partially offset by 

a benefit of U.S.$125 million relating to enacting a new tax code in Ukraine.  

Evrazôs effective tax rate, defined as income tax expense (benefit) as a percentage of profit (loss) before 

tax, increased from 25.8% in 2010 to 48.1% in 2011 and to 218.1% in 2012. In 2012, the higher effective tax rate 

was primarily due to the large tax losses at certain Russian subsidiaries, that could not be offset against taxable gains 

earned by other subsidiaries. Other factors included certain non-deductible social expenses and expenses relating to 

Evrazôs financing activities. In 2011, the increase in the effective tax rate was primarily due to the effect on profit 

before tax from one-off non-deductible items such as the incentivised conversion of convertible bonds due 2014 and 

the early repurchase of Eurobonds due 2013.  

Net Profit (Loss) Attributable to Equity Holders of the Parent Entity 

As a result of the factors set forth above, Evrazôs net profit attributable to equity holders of the parent entity 

decreased to a net loss of U.S.$97 million in 2012 from a net profit of U.S.$462 million in 2011 and 

U.S.$486 million in 2010.  

Net Profit (Loss) Attributable to Non-controlling Interests 

Net loss attributable to non-controlling interests in subsidiaries amounted to U.S.$27 million in 2012, 

compared to a net loss U.S.$8 million in 2011 and net loss of U.S.$16 million in 2010.  

Liquidity and Capital Resources 

Capital Requirements 

Working capital requirements, repayments of outstanding debt, capital expenditure, acquisitions and 

dividends will represent Evrazôs most significant use of funds for a period of several years. The amount and term of 

Evrazôs obligations in respect of outstanding debt is described under ñðContractual Obligations and Commercial 

Commitmentsò. Evraz is also subject to certain financial and restrictive covenants. See ñRisk FactorsðRisks 

Relating to Evrazôs Business and IndustryðEvraz is leveraged and is required to meet certain financial and other 

restrictive covenants under the terms of its indebtednessò. 

Evrazôs capital expenditure programme is focused on the reconstruction and modernisation of its existing 

production facilities in order to reduce costs, improve process flows and expand its product range. See. Evraz also 

plans to utilise capital expenditure to increase its production, sales and market shares of higher margin products. 

Evraz spent U.S.$1,258 million in total annual capital expenditures in 2012. Evrazôs capital expenditure plans are 

subject to potential increases or decreases and timing modifications depending, among other things, on the 

development of market conditions and the cost and availability of funds. See ñBusinessðInvestment Programmeò. 

Evrazôs acquisitions of subsidiaries (net of cash acquired) totalled U.S.$12 million in 2012, while 

purchases of non-controlling interests in subsidiaries amounted to U.S.$1 million and purchase of interest in 

associates amounted to U.S.$nil million. 

Capital Resources 

The following table presents Evrazôs cash flow activity for 2012, 2011 and 2010. 

 Year ended 31 December 

 2012 2011 2010 

 (U.S.$ million) 

Net cash flows from operating activities ..............................................................................  2,153 2,647 1,662 
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Net cash flows (used in)/from investing activities................................................................  (1,301) (1,188) (744) 

Net cash flows used in financing activities...........................................................................  (301) (1,282) (899) 

Net increase/(decrease) in cash and cash equivalents ...........................................................  583 118 12 

Cash and cash equivalents at beginning of year ...................................................................  801 683 671 

Cash of disposal groups classified as assets held for sale .....................................................  (70) Ƅ Ƅ 

Cash and cash equivalents at end of year .........................................................................  1,314 801 683 

 

Historically, Evraz has relied on cash flow provided by operations, short-term and long-term debt and 

issues of equity to finance its working capital and capital requirements. Management expects that such sources of 

funding will continue to be important in the future. At the same time, Evraz increasingly replaces short-term debt 

with longer-term debt in order to better match its capital resources to its planned expenditure. Evraz does not 

currently make use of any off-balance sheet financing arrangements. 

Evraz intends to finance its capital investment programme with a mix of cash flows from operations and 

financing activities. Evraz seeks long-term financing (with tenures of five to ten years) both domestically and 

internationally, from banks and the capital markets. Purchases of equipment from major European producers have 

been and are expected to continue to be backed by European export credit agencies such as Hermes (Germany), 

OeKB (Austria), KUKE (Poland), SACE (Italy), ODL (Luxembourg), EximBanka SR (Slovakia) and Finnvera 

(Finland). 

Any future issues of equity will likely be by EVRAZ plc. EVRAZ plc is under no obligation to provide any 

funds resulting from an equity issuance or otherwise to Evraz or its subsidiaries.   

Net cash provided by operating activities amounted to U.S.$2,153 million in 2012 as compared to 

U.S.$2,647 million in 2011 and U.S.$1,662 million in 2010. Cash provided by operating activities before working 

capital adjustments decreased to U.S.$1,743 mill ion in 2012 from U.S.$2,529 million in 2011 and 

U.S.$2,030 million in 2010. Working capital movements in 2012, 2011 and 2010 were largely attributable to 

changes in value of inventories due to prices and changes in trade receivables and payables and changes in tax 

position. 

Net cash used in investment activities totalled U.S.$1,301 million in 2012 as compared to 

U.S.$1,188 million in 2011 and U.S.$744 million in 2010. Substantially all the cash used in investment activities 

related to purchases of property, plant and equipment in 2011 and 2012 and in short-term deposits at banks in 2012. 

Net cash used in financing activities amounted to U.S.$301 million in 2012 as compared to 

U.S.$1,282 million in 2011 and U.S.$899 million in 2010. These changes reflect a reduction in debt and interest 

paid and proceeds from bank overdrafts and credit lines in 2012. 

The most significant outstanding credit facilities obtained by Evraz directly from capital markets and from 

international and Russian banks to finance its capital requirements outstanding as of 31 December 2012 included:  

Nordea Bank U.S.$404 Million Credit Facilities 

In July 2010, EVRAZ NTMK, ZapSib and TC EvrazHolding signed three loan facilities from Nordea Bank 

totalling U.S.$404 million, initially maturing in June 2014 and subsequently extended to June 2016. The facilities 

refinanced Nordea Bankôs loans totalling U.S.$357 million that were due in 2010, as well as certain other short-term 

debt. As at 31 December 2012, Evraz had U.S.$404 million principal outstanding under the facilities. 

U.S.$950 Million Syndicated Structured Credit Facility 

On 19 November 2010, Evraz Group S.A. signed a U.S.$950 million structured credit facility, maturing in 

2015 and secured with assignment of sales proceeds under certain export contracts. The proceeds of the facility were 

used to fully prepay the outstanding amount of the U.S.$3,214 million syndicated facility with the final maturity 

falling on 2012. As at 31 December 2012, Evraz had U.S.$759 million principal outstanding under the facility. 
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Gazprombank U.S.$500 Million Credit Facility 

               On 20 October 2011, EVRAZ NTMK signed a U.S.$500 non-revolving million credit facility maturing in 

2016, secured by a suretyship from EVRAZ KGOK. The facility refinanced Gazprombankôs U.S.$300 million loan 

that was due in 2015. As at 31 December 2012, Evraz had U.S.$500 million principal outstanding under the facility. 

U.S.$610 Million Revolving Credit Facility 

On 23 December 2011, EVRAZ Inc. NA, EVRAZ Inc. NA Canada and other Evrazôs North American 

subsidiaries signed a U.S.$610 million five-year revolving credit ABL facility. The facility is secured with the 

inventories and receivables of the borrowers. The credit facility was arranged by a group of banks co-ordinated by 

GE Capital Markets, Inc. The facility replaced the GE Capital CAD300 million ABL facility and the GE Capital 

U.S.$225 million asset-based loan which terminated in December 2011 and June 2011, respectively. As at 31 

December 2012, Evraz had U.S.$298 million principal outstanding under the facility. 

Evraz Rouble Bonds 

From 2009 to 2011, Evrazôs subsidiaries EvrazHolding Finance LLC and SIBMETINVEST LLC issued 

several series of Rouble denominated bonds which are guaranteed by the Issuer and currently outstanding and 

publicly traded on the Moscow Exchange. 

On 22 October 2009, Evrazôs subsidiary SIBMETINVEST LLC issued RUB20 billion (approximately 

U.S.$686 million) bonds with a five-year put/call option bearing a coupon of 13.50% per annum, payable semi-

annually.  

On 26 March 2010, Evrazôs subsidiary EvrazHolding Finance LLC issued RUB15 billion (approximately 

U.S.$506 million at the exchange rate as of the date of the transaction) bonds with a three-year put/call option 

bearing a coupon of 9.25% per annum, payable semi-annually. In March 2013, the holders of the 9.25% rouble-

denominated bonds were offered, in accordance with the terms of such bonds, the opportunity to receive a new 

coupon of 8.75% per annum through 20 March 2015 or put the bonds back to EvrazHolding Finance LLC at 

nominal value. By 26 March 2013, the date of the expiration of the option, EvrazHolding Finance LLC re-purchased 

bonds totalling 12,265 million roubles (U.S.$399 million at the exchange rate as of the date of the transaction). The 

remaining bonds with the aggregate principal amount of 2,735 million roubles (approximately U.S.$89 million) 

continue to be traded on the Moscow Exchange. The re-purchased bonds remain outstanding and may be resold at 

any time. 

On 1 November 2010, EvrazHolding Finance LLC issued RUB15 billion (approximately U.S.$487 million 

at the exchange rate as of the date of the transaction) bonds with a five-year put/call option at a coupon rate of 

9.95% per annum, payable semi-annually. 

On 7 and 9 June 2011, EvrazHolding Finance LLC issued RUB15 billion (approximately U.S.$540 million 

at the exchange rate as of the date of the transaction) bonds and RUB5 billion (approximately U.S.$181 million at 

exchange rate as of the date of transaction) bonds with a five-year put/call option at a coupon rate of 8.40% per 

annum payable semi-annually. 

Proceeds from the issues were used to refinance certain shorter term debt of Evraz. 

All Rouble bonds issued by EvrazHolding Finance LLC and Sibmetinvest LLC are guaranteed by Evraz 

Group S.A., admitted to trading on the Moscow Exchange (list ñBò) and are included in the Central Bank of 

Russiaôs Lombard list. For additional information on currency swap contracts entered to manage Evrazôs currency 

exposure see Note 26 of the Consolidated Financial Statements. 

Evraz Eurobonds 

Evraz Group S.A. has five outstanding Eurobonds issued since 2005 with maturities ranging between 2013 

and 2018. 

On 10 November 2005, Evraz issued U.S.$750 million 8.25% notes due 2015. As at 31 December 2012, 

notes for the amount of U.S.$577 million remain outstanding. 

On 24 April 2008 and with an additional issue on 23 May 2008, Evraz issued U.S.$1.3 billion 8.875% 

notes due in April 2013 and U.S.$700 million 9.50% notes due in April 2018. As at 31 December 2012, notes for the 
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amount of U.S.$534 million and U.S.$509 million, respectively, remain outstanding. 

On 27 April 2011, Evraz issued U.S.$850 million 6.75% notes due in April 2018 and used the proceeds to 

repurchase existing Eurobonds due in 2013. As at 31 December 2012, notes for the amount of U.S.$850 million 

remain outstanding. 

On 24 April 2012, Evraz issued U.S.$600 million 7.40% notes due in April 2017. As at 31 December 2012, 

notes for the amount of U.S.$600 million remain outstanding. 

Liquidity  

As the table below illustrates, Evrazôs estimated liquidity, defined as cash and cash equivalents, amounts 

available under credit facilities and short-term bank deposits with original maturity of more than three months, 

totalled U.S.$2,944 million as at 31 December 2012 and U.S.$2,125 million as at 31 December 2011. 

 

As of 

31 December 

 2012 2011 

 (U.S.$ million) 

Estimated Liquidity    

Cash and cash equivalents ..........................................................................................................................  1,314 801 

Amount available under credit facilities .....................................................................................................  956 1,322 

Short-term bank deposits ............................................................................................................................  674 2 

Total estimated liquidity ..........................................................................................................................  2,944 2,125 

 

As at 31 December 2012, Evraz had unutilised borrowing facilities in the amount of U.S.$956 million, 

including U.S.$231 million of committed facilities and U.S.$725 million of uncommitted facilities. 

As at 31 December 2012, committed facilities consisted of credit facilities available for Russian (including 

CIS) and North American operations in the amounts of U.S.$206 million and U.S.$25 million, respectively. 

As at 31 December 2012, uncommitted facilities consisted of revolving credit lines of U.S.$576 million 

with western banks for export trade financing at East Metals AG and credit facilities available for South African, 

European and Russian operations in the amounts of U.S.$35 million, U.S.$89 million and U.S.$25 million, 

respectively. 

Evrazôs current ratio, defined as current assets divided by current liabilities, decreased from 1.77 as of 31 

December 2010 and as of 31 December 2011 to 1.50 as of 31 December 2012. The decrease in the current ratio for 

2012 compared to 2011 was primarily attributable to classification of Evrazôs Rouble Bonds and Eurobonds with 

scheduled repayment in the first half of 2013 as short-term borrowings (the total amount is more than U.S.$1 

billion). 

Evrazôs corporate treasury monitors the financial requirements of Evrazôs various subsidiaries and has 

various instruments at its disposal to ensure that each subsidiary has sufficient liquidity to meet its obligations and 

capital requirements. 

Contractual Obligations and Commercial Commitments 

The following table sets forth the principal amount of Evrazôs obligations in respect of loans and 

borrowings as of 31 December 2012, 2011 and 2010 by period: 

  As of 31 December 

 2012 2011 2010 

Obligations in respect 

of borrowings Total 

Less 

than 

1 

year 

1-2 

years 

2-5 

years 

More 

than 

5 

years Total 

Less 

than 

1 

year 

1-2 

years 

2-5 

years 

More 

than 

5 

years 

 

 

 

Total 

Less 

than 

1 

year 

1-2 

years 

2-5 

years 

More 

than 

5 

years 

 (U.S.$ million) 
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Short-term loans and 

borrowings 

(including current 

portion of long-term 

borrowings) .....................  1,450 1,450 ð ð ð 533 533 ð ð ð 625 625 ð ð ð 

Long-term loans and 

borrowings ......................  6,482 ð 1,037 3,991 1,454 6,725 ð 1,286 4,009 1,430 7,392 ð 308 6,526 558 

Total .....................................  7,932 1,450 1,037 3,991 1,454 7,258 533 1,286 4,009 1,430 8,017 625 308 6,526 558 

 

Evraz pledged inventory with a carrying value of U.S.$319 million, U.S.$250 million and U.S.$203 million 

as of 31 December 2012, 2011 and 2010, respectively. 

As of 31 December 2012 and 2011, Evraz had accrued liabilities in respect of post-employment benefits 

provided to employees of certain of its subsidiaries pursuant to collective bargaining agreements and defined benefit 

plans of U.S.$294 million and U.S.$296 million, respectively. These amounts represent the present value of Evrazôs 

defined benefit obligation less the fair value of plan assets and adjusted for unrecognised actuarial gains (losses) and 

past service costs, discounted to present value. 

Defined contributions are made by Evraz to the Russian and Ukrainian state pension, social insurance, 

medical insurance and unemployment funds at the statutory rates in force (approximately 34%), based on gross 

salary payments. Evraz has no legal or constructive obligation to pay further contributions in respect of such 

benefits, its only obligation being to pay contributions as they fall due. These contributions are expensed as incurred. 

As of 31 December 2012, Evraz had contractual commitments for the purchase of production equipment 

and construction works of approximately U.S.$533 million. 

Evraz has made a commitment to reduce environmental pollution and contamination in accordance with an 

environmental protection programme. In the period from 2013 to 2022, Evraz is committed to spending 

approximately U.S.$267 million under this environmental programme. 

The following table sets forth the debt maturity profile in principal amount of Evraz as of 31 December 

2012: 

As of 31 December 

 2013 2014 2015 2016 2017 2018 

Later than 

2018 Total 

(U.S.$ million) 

Bank loans ............................  421 379 376 1,245 41 24 71 2,557 

Eurobonds ............................  534 Ƅ 577 Ƅ 600 1,359 Ƅ 3,070 

Rouble bonds ........................  495 658 494 658 Ƅ Ƅ Ƅ 2,305 

Total ....................................  1,450 1,037 1,447 1,903 641 1,383 71 7,932 

 

Tax Contingencies 

Russian and Ukrainian tax, currency and customs legislation are subject to varying interpretations, and 

changes, which can occur frequently. Managementôs interpretation of such legislation as applied to the transactions 

and activity of Evraz may be challenged by the relevant regional and federal authorities. Recent events within 

Russia suggest that the tax authorities are taking a more assertive position in their interpretation of the legislation 

and assessments and, as a result, it is possible that transactions and activities that have not been challenged in the 

past may be challenged. As such, significant additional taxes, penalties and interest may be assessed. Management 

believes that it has paid or accrued all taxes that are applicable. Where uncertainty exists, Evraz has accrued tax 

liabilities based on managementôs best estimate of the probable outflow of resources embodying economic benefits, 

which will be required to settle these liabilities. Possible liabilities, which were identified by management at the end 

of the reporting period as those that can be subject to different interpretations of the tax laws and other regulations 

and are not accrued in these Consolidated Financial Statements could be up to approximately U.S.$19 million. 

Social Commitments 

Evraz is involved in a number of social programmes aimed to support education, health care and social 

infrastructure development in towns where Evrazôs assets are located. In 2013, Evraz plans to spend approximately 

U.S.$159 million under these programmes. 
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Inflation  

Whereas Evrazôs revenue depends substantially on international prices for steel products, Evrazôs costs are 

closely linked to domestic cost factors. Inflation moderated in Russia during recent years; the rate was 6.6% in 2012, 

6.1% in 2011 and 8.8% in 2010. The table below shows the trends in consumer price indices from 2010 to 2012 in 

countries where Evraz has production facilities.  

 
 

2010 2011 2012 

2010 to 

2012 Source 

Russian Consumer Price Index, change in 

Rouble
(1)

 ..................................................................  

 8.8% 6.1% 6.6% 23.1% Federal State Statistics 

Service 

Ukrainian Consumer Price Index, change in 

UAH
(1)

 .....................................................................  

 

9.1% 4.6% (0.2)% 13.9% 

State Statistics Committee 

of Ukraine 

U.S. Consumer Price Index, change in U.S.D
(1)

 .........   1.5% 3.0% 1.7% 6.3% U.S. Bureau of Labour 

Statistics 

Canadian Consumer Price Index, change in 

CAD
(1)

 .....................................................................  

 

2.4% 2.3% 0.8% 5.6% Statistics Canada 

Italian Consumer Price Index, change in EUR
(1)

 ........   

1.9% 3.3% 2.3% 7.7% 

Istituto nazionale di 

statistica 

Czech Consumer Price Index, change in CZK
(1)

 .........   2.3% 2.4% 2.4% 7.3% Czech Statistical Office 

South African Consumer Price Index, change in 

ZAR
(1)

 .....................................................................  

 

3.4% 6.4% 5.7% 16.3% Statistics South Africa 

 
Note: 

(1) Represents the change from 31 December of the prior year to 31 December of the indicated year. 

The table below presents changes in the nominal exchange rates of national currencies against the 

U.S. dollar from 2010 to 2012 in countries where Evraz has production facilities.  

 

 

 

2010 2011 

 

 

2012 

2010 to 

2012 Source 

Nominal Rouble/ U.S.$ exchange rate, 

change
(1)

 ......................................................  

 

(0.8)% (5.3)% 6.0% (0.4)% CBR 

Nominal UAH/ U.S.$ exchange rate, 

change
(1)

 ......................................................  

 

0.3% (0.4)% 0.0% (0.1)% 

National Bank of 

Ukraine 

Nominal CAD/ U.S.$ exchange rate, 

change
(1)

 ......................................................  

 

5.7% (2.2)% 2.2% 5.6% Bank of Canada 

Nominal EUR/ U.S.$ exchange rate, 

change
(1)

 ......................................................  

 

(7.2)% (3.2)% 2.0% (8.4)% 

The European Central 

Bank 

Nominal CZK/ U.S.$ exchange rate, 

change
(1)

 ......................................................  

 

(2.0)% (6.0)% 4.6% (3.6)% Czech National Bank 

Nominal ZAR/ U.S.$ exchange rate, 

change
(1)

 ......................................................  

 

11.3% (18.6)% (4.1)% (13.1)% 

The South African 

Reserve Bank 

 

 
Note: 

 
(1) Represents the change from 31 December of the prior year to 31 December of the indicated year. 

Quantitative and Qualitative Disclosures in respect of Market Risk  

Overview 

In the ordinary course of its business Evraz is exposed to risks related to changes in exchange rates, interest 

rates, commodity prices, energy and transportation tariffs. Evraz does not usually enter into hedging or forward 

contracts in respect of any of these risks except that Evraz concluded swap contracts in 2010 through 2012 to 
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manage the currency exposure on Rouble-denominated bonds in the total amount of 70,000 million Russian Roubles 

(See Note 26 in the Consolidated Financial Statements). 

Exchange and Interest Rate Risk 

Evrazôs presentation currency is the U.S. dollar. The functional currency of Evrazôs Russian subsidiaries is 

the Rouble, while the functional currencies of Evrazôs subsidiaries located in other countries are the Czech Koruna 

in respect of Vitkovice, the Euro in respect of Palini, the Rand in respect of Evraz Highveld and the South African 

operations of Stratcor, the Hryvnia in respect of the Ukrainian subsidiaries, the Canadian dollar in respect of EICA 

and the U.S. dollar in respect of other subsidiaries. 

The Rouble is not a fully convertible currency outside the territory of Russia. Within Russia, official 

exchange rates are determined daily by the CBR. Market rates may differ from the official rates but the differences 

are, generally, within narrow parameters monitored by the CBR. 

Evrazôs products are typically priced in local currencies in respect of domestic sales of Evrazôs operations 

and U.S. dollars and Euros in respect of international sales. Evrazôs direct costs, including raw materials, labour and 

transportation, are incurred primarily in the local currencies of the subsidiaries. Other costs, such as interest expense, 

are incurred largely in Roubles, U.S. dollars and Euros. 

The mix of Evrazôs revenue and costs is such that appreciation in real terms of the local currencies of its 

subsidiaries against the U.S. dollar tends to result in an increase in Evrazôs costs relative to its revenue, while 

depreciation of the local currencies against the U.S. dollar in real terms tends to result in a decrease in Evrazôs costs 

relative to its revenue. For example, according to the CBR the Rouble appreciated in real terms against the 

U.S. dollar by 4.0%, 1.1% and 7.2% in 2010, 2011 and 2012, respectively. 

In addition, nominal depreciation of the local currencies against the U.S. dollar would typically result in a 

decrease in the reported U.S. dollar value of Evrazôs assets (and liabilities) denominated in local currencies, while 

nominal appreciation of the local currencies against the U.S. dollar would typically result in an increase in the 

reported U.S. dollar value of Evrazôs assets (and liabilities) denominated in local currencies. Moreover, nominal 

appreciation/depreciation of the local currencies against the U.S. dollar generally has a similar effect when the 

income statements of Evrazôs subsidiaries are translated into U.S. dollars in connection with the preparation of the 

Consolidated Financial Statements. For example, according to the CBR the average exchange rate of the Rouble 

against the U.S. dollar appreciated in nominal terms by 4.3% and 3.4% in 2010 and 2011, respectively, and 

depreciated by 5.5% in 2012. 

The following table summarises Evrazôs outstanding principal amounts of interest bearing debt, including 

loans and other borrowings, by currency and interest rate method as of 31 December 2012 and 31 December 2011: 

 As of 31 December 

 2012 2011 

 

U.S. dollar- 

denominated 

Rouble- 

denominated 

Euro- 

denominated 

Denominated 

in other 

currencies Total 

U.S. dollar- 

denominated 

Rouble- 

denominated 

Euro- 

denominated 

Denominated 

in other 

currencies Total 

 (U.S.$ million) 

Total debt, of which ..................  5,140 2,305 380 107 7,932 4,751 2,175 326 6 7,258 

Fixed-rate debt ............................  3,100 2,305 102 ð 5,507 2,470 2,175 118 ð 4,763 

Variable-rate debt .......................  2,040 ð 278 107 2,425 2,281 ð 208 6 2,495 

From 2010 to 2012, Evraz issued rouble-denominated bonds in the total amount of 70,000 million Roubles. 

For more information see Note 21 to the Consolidated Financial Statements. To manage the currency exposure, 

Evraz entered into currency swap contracts under which it agreed to deliver U.S. dollar-denominated interest 

payments at rates ranging from 4.45% to 8.90% per annum plus the notional amount totalling U.S.$2,177 million, in 

exchange for rouble-denominated interest payments plus the notional amount totalling 63,790 million Roubles 

(U.S.$2,100 million at the exchange rate as of 31 December 2012). The exchange is exercised on approximately the 

same dates as (or in any event before) the dates on which payments are due under the bonds. 

A hypothetical, instantaneous and simultaneous 10% appreciation of the Rouble, Euro, Czech Koruna and 

South African Rand against the U.S. dollar as of 31 December 2012 would have resulted in an increase of 

approximately U.S.$310  million in principal amounts of interest bearing debt denominated in Roubles, Euros, 

Czech Korunas and South African Rand held as of 31 December 2012. 

Evraz incurs interest rate risk on liabilities with variable interest rates. In case of changes in the current 

market fixed or variable interest rates, management considers the refinancing of a particular debt on more 
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favourable terms. With regard to cash flow sensitivity analysis for variable rate instruments please refer to Note 29 

to the Consolidated Financial Statements. 

Commodity Price Risk 

Evrazôs revenue is exposed to the market risk of price fluctuations related to the sale of its steel products. 

The prices of the steel products sold by Evraz both within Russia and abroad are generally determined by 

movements in the general market spot prices for steel because sales are either on the spot market or under contracts 

linked to current market prices. These prices may be influenced by factors such as supply and demand, production 

costs (including the costs of raw material inputs) and global and Russian economic growth. The prices of the mined 

products that Evraz sells to third parties are also affected by supply and demand and global and Russian economic 

growth. Adverse changes in respect of any of these factors may reduce the revenue that Evraz receives from the sale 

of its steel or mined products. 

Evrazôs costs are also exposed to fluctuations in prices for the purchase, processing and production of iron 

ore, coking coal, ferroalloys, scrap and other raw material inputs. Evrazôs exposure to fluctuations in the price of 

iron ore and coking coal is limited due to its ability to obtain these products from its own production facilities. 

Where Evraz obtains these products from internal sources, the effect of price fluctuations is accounted for as an 

inter-segment transfer and eliminated on consolidation. In addition, any increase in prices for coking coal sourced 

from Raspadskaya is partially reflected as an increase in Evrazôs income from affiliates.  

Electricity, Natural and Transportation Tariff Risk 

Evraz is also exposed to uncertainty with regard to the prices of the electricity and natural gas that it 

consumes in the production of steel and the mining of iron ore and coal. Prices in respect of both electricity and 

natural gas in Russia and Ukraine are currently below market prices in Western Europe and are regulated by 

government authorities in both countries, thereby limiting Evrazôs exposure to fluctuations in the cost of these 

products. 

In response to the natural gas price uncertainties, Evraz started in 2010 implementation of PCI technology 

in the production of pig iron at its Russian steel mills United EVRAZ ZapSib and EVRAZ NTMK. This is expected 

to allow Evraz to use steam coal as fuel for blast furnaces by the end of February 2013 for EVRAZ NTMK and by 

end of December 2013 for United EVRAZ ZapSib. PCI technology is also expected to allow Evraz to discontinue 

using natural gas in blast furnaces and to save annually up to 650 million cubic metres of natural gas at EVRAZ 

NTMK and up to 600 million cubic metres at United EVRAZ ZapSib. Coke consumption is estimated to decrease 

by more than 20% as a result of implementation of PCI technology. Management believes the initiative will also 

reduce Evrazôs environmental impact. 

Russian Operations 

The Russian electricity sector is characterised by limited competition and regulated prices. Pricing policy is 

determined by the Federal Tariffs Service, a governmental agency authorised to regulate prices in respect of the 

power generated by regional electricity companies, power transmission, dispatch services and inter-regional trade, 

and is influenced by regional energy commissions that are authorised to regulate prices within a specific region. 

Power may also be purchased from the Federal Wholesale Electricity Market (ñFOREMò). Most sellers of power 

on the domestic market are regional generation companies and most participants in FOREM are regional generating 

companies that seek to sell a power surplus to regional generating companies with supply deficits as well as 

industrial companies granted special access to FOREM. Evrazôs subsidiary MEF has been granted such access to 

FOREM. 

In 2012 and 2011, Evrazôs Russian operations purchased approximately 5,728 million kWh and 

6,501 million kWh of electricity, representing approximately 58% and 63% of their respective requirements, from 

local electricity companies, former subsidiaries of UES. The latter was the government controlled national holding 

company for the Russian power sector restructured and liquidated in June 2008. The Government has implemented a 

liberalisation plan for electricity pricing aimed at increasing the proportion of electricity sales made via a market 

based pricing system. Moreover, according to the Russian Governmentôs Macroeconomic Long-term Forecast, 

electricity tariffs for industrial users will reach 7.4-7.5 U.S. cents per kWh in 2014. Evrazôs average cost of 

electricity in Russia was 5.9 U.S. cents per kWh in 2012 and 5.8 U.S. cents per kWh in 2011. Assuming a price of 

7.5 U.S. cents per kWh, Evrazôs Russian operations would have incurred additional costs of approximately 

U.S.$90 million and U.S.$108 million in the years ended 31 December 2012 and 2011 respectively. Further 

electricity price increases may occur in the future as the industry is further restructured and becomes controlled to a 

greater extent by the private sector.  
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Evrazôs Russian operations also purchase significant amounts of natural gas (3,030 million cubic metres 

and 2,962 million cubic metres in 2012 and 2011 respectively), primarily for the production of electricity and heat 

energy at Evrazôs facilities, from Gazpromôs subsidiaries. Gazprom is a state controlled company and is the 

dominant producer and monopoly distributor of natural gas within Russia. Domestic natural gas prices are regulated 

by the government and have been rising during recent years. Evrazôs average price for natural gas in Russia reached 

U.S.$97 per thousand cubic metres and U.S.$96 per thousand cubic metres in 2012 and 2011, respectively. Despite 

these recent price increases, natural gas prices in Russia remain significantly below western European levels, a 

factor that helps to provide Evraz with a cost advantage over its non-Russian competitors. According to the Russian 

Governmentôs Macroeconomic Long-term Forecast, domestic gas prices for industrial users will reach U.S.$130 per 

thousand cubic metres in 2014. Assuming a price of U.S.$130 per thousand cubic metres, Evrazôs Russian 

operations would have incurred additional costs of approximately U.S.$101 million and U.S.$101 million in 2012 

and 2011 respectively. 

Ukrainian Operations 

Evraz, through the purchase of DMZ, DKHZ, Dneprokoks, Bagleykoks and Sukha Balka in 2008, has 

extended its operations to Ukraine where the electricity and natural gas markets are also characterised by regulated 

prices. 

Natural gas prices have been a matter of negotiation between the Russian state-owned monopoly Gazprom 

and the Ukrainian Government since winter 2005-2006. The expected Russian natural gas price level for Ukraine in 

2013 is U.S.$505 per thousand cubic metres. In 2012 and 2011 Evrazôs Ukrainian operations purchased 

approximately 118 million cubic metres and 140 million cubic metres of natural gas at an average price of U.S.$487 

per thousand cubic metres and U.S.$387 per thousand cubic metres, respectively. Assuming a price of U.S.$505 per 

thousand cubic metres, Evrazôs Ukrainian operations would have incurred additional costs of approximately U.S.$2 

million and U.S.$16.6 million in 2012 and 2011, respectively. 

Higher natural gas prices, inflation and other factors will encourage the authorities to also increase 

electricity prices. The estimated mid-term indicative price level for the Ukrainian electricity market of 11.0 

U.S. cents per kWh corresponds to inflation trends and to current price levels in the Czech Republic. Evrazôs 

Ukrainian operations purchased approximately 483 million kWh and 526 million kWh of electricity at an average 

price of 10 U.S. cents and 8.6 U.S. cents per kWh in 2012 and 2011 respectively. Assuming a price of 11.0 

U.S. cents per kWh, Evrazôs Ukrainian operations would have incurred additional costs of approximately U.S.$5 

million and U.S.$12 million in 2012 and 2011, respectively. 

Transportation 

Evraz is also exposed to fluctuations in transportation costs. Transportation costs influence Evrazôs financial 

results directly as a component of raw material costs and the costs of transporting finished products to Nakhodka 

Trade Sea Port or another designated off-take location. Although Evrazôs customers in Russia generally pay the 

transportation costs of steel and mined products from the production site to the delivery location, the prices that 

Evraz receives may be adversely affected by transportation costs to the extent that Evraz will have to reduce its 

prices to be able to compete with other producers that are located closer to customers and are therefore less impacted 

by increases in transportation costs. In recent years, the Russian Government has only indexed railway tariffs in line 

with inflation without adding other tariff-increasing elements and Evraz expects this policy to continue in the 

immediate future. Consequently, Evraz does not currently expect fluctuations in railway tariffs to have a significant 

impact on margins. 
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INDUSTRY 

The following information includes extracts from publicly available information, data and statistics and has 

been extracted from official sources and other sources that the Issuer believes to be reliable. The Issuer accepts 

responsibility for accurately reproducing such information, data, and statistics and, as far as the Issuer is aware, no 

facts have been omitted that would render such information, data and statistics inaccurate or misleading. The Issuer 

accepts no further responsibility in respect of such information, data and statistics. Such information, data and statistics 

may contain approximations or use rounded numbers. 

Steel Industry 

Overview 

Steel is one of the most important, multi-functional and adaptable materials in use today and is generally 

considered to be critical to industrial development. Steel is highly versatile, as it is hot and cold formable, weldable, hard, 

recyclable and resistant to corrosion, water and heat. The industries in which steel is used include construction, oil and 

gas, transportation (including railways), engineering, automotive and consumer goods (including white goods). 

The global steel industry is affected by a combination of factors, including general economic trends, worldwide 

production capacity, fluctuations in steel imports and protective trade measures. The steel industry is cyclical and highly 

competitive and has historically often been characterised by excess world supply. The rapid economic development of 

China and India in recent decades has fuelled global demand for steel and has tilted the historical supply-demand balance 

and contributed to a period of sustained price growth through to the first half of 2008. 

The economic crisis in late 2008 and early 2009 accompanied by the decrease in demand for steel products and 

lack of consumer confidence resulted in sharp decline in steel prices. Financial turmoil and the global economic 

downturn prevented many steel consumers from restocking their inventories. Recovery of steel prices began in the 

second half of 2009 in response to improving global economic conditions, and increased sharply in the first half of 2010 

as effects of restocking replaced the de-stocking experienced in 2009. In early 2011, the price of steel rose sharply after 

the flooding in Australia restricted the seaborne supply of coking coal, a vital raw material for the production of crude 

steel, however, growth of steel prices began to slow down in the second quarter of 2011 as the conditions in the global 

steel market continued to deteriorate as a result of worldwide macroeconomic uncertainty and the risk of escalating 

recession in the European Union. The slowing economic growth in China and the United States, as well surplus 

steelmaking capacities worldwide, were also contributing factors. From October 2011 and through 2012, steel prices have 

declined considerably as a result of uncertain global macroeconomic environment and the European sovereign debt crisis. 

The steel industry operates predominantly on a regional basis as a result of the high cost of transporting steel 

and the restrictive effects of protective tariffs, duties and quotas. Steel production has historically been concentrated in 

the European Union, North America, Japan and the former Soviet Union. However, steel production in Asia, particularly 

in China and India, has grown in importance over the past decade and levels of global imports and exports have generally 

increased as production has shifted towards low-cost production regions. Moreover, while production in Europe, Japan 

and the United States remains significant, steel producers in those regions have increasingly focused on the rolling and 

finishing of semi-finished products. 

Production and Consumption Trends 

According to preliminary annual data of Worldsteel, world crude steel output in 2012 was 1,548 million tonnes, 

representing an increase of 0.7%, compared to output in 2011. In 2012, China remained the largest single producer of 

steel in the world (producing approximately 717 million tonnes of crude steel). Chinaôs steel production in 2012 

increased by 2% from 2011, and accounted for approximately 46% of global steel production. 

World Crude Steel Production 

The following table sets forth estimated crude steel production data by country or region from 2007 to 2012: 

World Crude Steel Production 2007 2008 2009 2010 2011 2012(1) 

 (million tonnes)  

Europe ...............................................................................................  241 230 168 207 217 209 

CIS (excluding Russia and Ukraine)  ................................................  9 9 8 8 8 8 

Russia ..........................................................................................  72 69 60 67 69 70 

Ukraine ........................................................................................  43 37 30 33 35 33 

North America (excluding the U.S.) .................................................  35 33 24 31 32 33 
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World Crude Steel Production 2007 2008 2009 2010 2011 2012(1) 

 (million tonnes)  

U.S. .............................................................................................  98 91 58 80 86 89 

South America ..................................................................................  48 47 38 44 48 47 

Middle East/Africa ............................................................................  35 34 33 37 39 41 

Asia (excluding China, India and Japan) ..........................................  94 94 82 99 111 112 

China ...........................................................................................  490 512 577 639 702 717 

Japan ...........................................................................................  120 119 88 110 108 107 

India ............................................................................................  53 58 64 69 73 78 

Oceania .............................................................................................  9 8 6 8 7 6 

World total  ......................................................................................  1,347 1,341 1,236 1,432 1,536 1,548 

Annual change (%) ...........................................................................  Ƅ (0.4) (7.9) 15.8 7.3 0.7 

        
Note: 

(1) Preliminary figures     

  

 
Source: Worldsteel 

The industry is currently seeing a shift in demand from ñcommodity steelò to ñhigh value-added steelò or 

ñspecialised steelò in developed markets. However, the strategy and product mix of steel producers generally varies 

between producers in industrial countries and producers in emerging markets. 

Historically, commodity steel producers in industrialised countries had limited export markets due to the high 

cost of transporting steel relative to the low value of commodity steel grades. In the second half of the twentieth century, 

producers in emerging markets began to compete with steel producers in industrialised countries by taking advantage of 

the lower manufacturing costs in their countries to offset high transportation costs. In response, producers in Western 

Europe and Japan invested heavily in new technology and capacity to produce high value-added steel grades in order to 

differentiate their product portfolio and protect their margins by reducing their exposure to commodity steel prices. 

However, these similar and simultaneous investments resulted in production overcapacity and put pricing pressures on 

value-added segments. 

According to Worldsteel, global steel consumption was 1,413 million tonnes in 2012, representing an increase 

of 1.2% compared to consumption in 2011. All major steel consuming regions demonstrated a slowdown in growth rates 

of steel consumption in 2012 as compared to 2011, with Europe experiencing a 7% decline in steel consumption. China is 

the world leader in steel consumption. According to Worldsteel, China consumed 646 million tonnes of steel in 2012, 

which is approximately 46% of all global consumption. 

World Finished Steel Products Consumption 

The following table sets forth estimated finished steel consumption data by country or region from 2007 to 

2012: 

World Finished Steel Consumption 2007 2008 2009 2010 2011 2012 

 (millions tonnes)  

Europe ...............................................................................................  230 212 143 174 188 175 

CIS ....................................................................................................  56 50 36 48 55 56 

U.S. .............................................................................................  108 98 59 80 89 97 

NAFTA (excluding the U.S.) ............................................................  33 32 24 31 32 34 

South America .......................................................................................  41 44 33 45 46 47 

Middle East/Africa ............................................................................  65 70 69 72 74 76 

Asia (excluding China, India and Japan) ..........................................  125 127 106 126 136 139 

China ...........................................................................................  418 447 551 588 634 646 

India ............................................................................................  52 51 58 65 70 72 

Japan ...........................................................................................  81 78 53 64 64 64 

Oceania .............................................................................................  8 9 6 8 7 7 

World total  ......................................................................................  1,218 1,218 1,140 1,300 1,395 1,413 

Annual change (%) ...........................................................................  Ƅ 0.0 (6.4) 14.0 7.3 1.2 

Source: Worldsteel 

Asian steel producers have emerged as the largest producers of commodity steel, as the majority of the 

consumption of commodity steel is in Asian and other emerging markets. 
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Prices and margins for high value-added steel tend to be higher than for commodity steel due to the specialised 

structural/chemical characteristics of high value-added steel which end users typically require. 

Consolidation 

Over the last decade, growth and consolidation of both steel consumers and raw material suppliers has 

weakened the relative bargaining power of steel producers and put pressure on their margins. In response, the steel 

industry itself began a phase of consolidation which included, among others, the merger of Arcelor and Mittal Steel in 

2006, Essar Groupôs purchase of the Algoma Steel Corporation and Tata Groupôs acquisition of Corus Group (both in 

2007). During this period of consolidation, Evraz acquired control of Claymont and Oregon Steel in the United States and 

Canadian steel and pipe assets of IPSCO. The consolidation trend is also apparent in the CIS where in 2010 Metinvest 

Group and Ilyich Iron and Steel Works decided to combine their assets creating a steel producer with a combined 

production capacity of 20 million tonnes per annum. 

Consolidation has enabled steel companies to lower their production costs and allowed for more stringent 

supply-side discipline, including through selective capacity closures which helped enhance the overall efficiency and 

utilisation rates across the board. However, despite the level of consolidation over the last decade, the steel industry 

remains highly fragmented.  

Russian Steel Industry 

According to Worldsteel, production of steel in Russia grew between 1998 and 2008, at an average annual rate 

of 5%. Global financial turmoil and economic uncertainties and downturn caused a sharp decline in production of steel in 

2008 of approximately 5%, followed by an even more significant decrease in 2009 of approximately 12%. Economic 

recovery resulted in a sharp increase of production in 2010 of 12%, followed by gradual increases in 2011 and 2012 of 

approximately 3% each year.  

According to preliminary Worldsteel statistics, Russia ranked as the worldôs fifth largest producer of steel, 

producing approximately 70 million tonnes of crude steel, or approximately 5% of global production, increasing its crude 

steel output by 3% compared to 2011. 

In 2012, Russian producers exported 27 million tonnes of semi-finished and finished steel products, according to 

the Russian Federal Customs Service. A significant part of Russian steel exports include semi-finished products, 

particularly slabs, billets and pipe blanks. The following table sets forth the distribution of Russian exports by product 

type in 2011 and 2012: 

Export of Russian steel by product type 2011 2012 

 (%) 

Semi-finished products ...................................................................  50 54 

Finished rolled steel ........................................................................  45 41 

Flat products ...............................................................................  33 31 

Long products .............................................................................  12 10 

Tubular products .................................................................................  5 5 

Welded pipes ...............................................................................  3 3 

Seamless pipes .............................................................................  2 2 

Source: Metall Courier 

Asia, the Middle East and the European Union are the primary destinations for exports by Russian steel 

producers. Exports of steel products from Russia are primarily regulated by the Law on Foreign Trade Activity and 

Russian international treaties. For example, there are several treaties with the United States, which establish minimum 

prices and/or quotas for certain types of steel products which are exported from Russia to the United States. These 

treaties also provide that the export of steel products by Russian exporters to the United States is conducted on the basis 

of licenses issued by the Russian authorities. 

The Russian steel industry is relatively consolidated, with six large producers, including Evraz, OJSC NLMK , 

Severstal, OJSC Magnitogorsk Iron & Steel Works (ñMMK ò), Holding Company Metalloinvest (ñMetalloinvestò) and 

OJSC Mechel (ñMechelò), accounting for 81% of domestic crude steel production in 2012 according to Metall Courier. 

Russian Steel Market 

Steel consumption in Russia rose by 2% in 2012 and reached 42 million tonnes according to Worldsteel. Despite 

this increase, volumes of steel consumed in Russia are substantially less than in developed countries such as Japan, which 
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consumed 64 million tonnes in 2012, and the United States, which consumed approximately 97 million tonnes in 2012 

according to Worldsteel. Among BRICS countries, Russia is the third largest market after China and India, and it is the 

largest steel market in the CIS. 

Steel Production Process 

The key stages of the steel production process are coke making, iron making, steelmaking and steel rolling. 

Coke, together with natural gas, or pulverised coal serve as fuel for the blast furnaces that produce iron for steel 

production. Sinter, pellets and coke are layered and fed into the blast furnace and, once formed, the molten iron sinks to 

the bottom, is tapped off into the torpedo cars and then delivered to the steelmaking shop to be converted into steel. 

Declining supply of quality coking coal and escalating prices of coke have led iron and steel manufacturers to seek other 

carbon-based products to reduce the consumption of the more expensive coke. In the 1970s, an alternative method of 

blast furnace fuelling was developed. PCI technology is based on the concept of primary air carrying pulverised coal 

which is injected through a lance to the tuyere (mid-bottom inlet of a blast furnace), and then mixed with secondary hot 

air (termed the "blast") supplied through a blowpipe in the tuyere. This is then piped to a furnace to create a balloon-like 

cavity called a "raceway", which then propagates coal and coke combustion and melts the solid iron ore, releasing molten 

iron. 

During the steelmaking process, iron is reheated at higher temperatures to burn off some of the carbon and other 

impurities. There are a number of technologies used in this process. The most common of these being basic oxygen 

furnaces (ñBOFsò), where iron is charged into the vessel and oxygen is then blown through the bath of molten iron. An 

alternative technology used to produce steel is the electric arc furnace (ñEAFsò), where iron scrap and other charge 

elements are melted by the heat generated by electricity arcing between graphite electrodes and the metallic charge.  

According to Worldsteel, approximately 68% of crude steel produced globally in 2011 used BOFs, and EAFs 

were used for the production of 29% of crude steel produced globally. The oxygen converter process is generally 

considered to be the most efficient steelmaking route for producing large volumes of high quality steel. Accordingly, 

BOFs have largely substituted less competitive and less cost efficient open hearth furnaces. 

Types of Steel 

Crude steel is produced using continuous casting machines or blooming mills to produce semi-finished products, 

which are then re-rolled at rolling mills. Rolled steel products are usually subdivided into two main categories: 

 

Á Long products include blooms, slabs, billets, wire, rebars, beams and rails. Long products are largely 

used in the construction, machine building, engineering and infrastructure industries such as railways, 

road construction; 

Á Flat products include hot and cold rolled steel, plates, galvanised steel, pre-painted steel, transformer 

steel and dynamo steel. Flat products are commonly used in various industries, including construction, 

electrical engineering, machine building, automotive, energy, shipbuilding, and tube and pipe 

production. 

 

Mining Industry  

Iron Ore 

Overview 

Iron ores are rocks and minerals from which metallic iron can be extracted. The global iron ore industry is 

characterised by a high degree of consolidation, with Vale, Rio Tinto and BHP Billiton accounting for approximately 

63% of the global seaborne iron ore trade according to Raw Materials Group and Evrazôs estimates. The major iron ore 

producing countries are Australia, Brazil and China, as well as India and Russia. 

The dominance of the major producers in the market has recently led to significant changes in pricing terms. 

2008 was a very strong year in terms of pricing, with iron ore spot prices rising well above contract prices. However, as a 

result of previously established price contracts, global iron ore producers were unable to realise higher profits. In 

response to this, the major producers have established a new quarterly pricing mechanism based on the spot price over 

three previous months.  

Historically, Western Europe, Japan and China have been the major iron ore consumption centres. In 2012, they 

accounted for and 9%, 11% and 64% of global consumption, respectively. Since 2002, China and certain countries in the 

CIS have been showing significant increases in demand driven by increasing steel production in these areas. Since that 
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time, global consumption of steel, and thus of iron ore, has significantly increased. China has recently experienced the 

highest growth in iron ore consumption, with an increase in demand of more than 67% from 445 million tonnes in 2008 

to 745 million tonnes in 2012, according to Worldsteel and other sources. 

According to Metal Expert, in 2012 iron ore spot prices (China Fe 64% CPT) have declined by 11% from 

U.S.$135 per tonne to U.S.$121 per tonne. Global iron ore production has risen by 78% from 980 million tonnes in 2000 

to 1,748 million in 2012. 

Russian Iron Ore Market 

According to Metal Expert, in 2012, total iron ore production in Russia was approximately 103 million tonnes. 

For the same period, total iron ore exports were approximately 25 million tonnes, and total imports were approximately 8 

million tonnes. Imports to Russia are generally limited by high transportation costs and the lack of port facilities in the 

Far East and on the Black Sea that are capable of handling large ships. Russian iron ore production is highly concentrated 

and integrated in steelmaking holdings. Four of the largest iron ore producers, namely Metalloinvest, Evraz, Severstal 

and NLMK, accounted for approximately 81% of total iron ore production in Russia in 2012 according to Metal Expert 

and Rudprom. 

Iron Ore Production Process 

In 2011, approximately 89% of iron ore mined in Russia was extracted by open-pit methods, with the balance 

extracted from underground mines according to Metal Expert and Evrazôs estimates. After extraction, the ore is processed 

further in order to increase its iron concentration. The iron ore is then crushed to a powder-like consistency and iron-rich 

particles are separated from the waste rock by magnetic separation to produce iron ore concentrate. This concentrate is 

then formed into pellets or sinter that are suitable for use as blast furnace feed. 

Coal 

Overview 

Coal may be divided into steam (thermal) coal and coking (metallurgical) coal. Steam coal is used in electricity 

generation and for industrial applications, while coking coal is used to manufacture coke for use in blast furnaces and 

other metallurgical applications. Coking coal swells when heated in coke ovens to produce hard coke, which is used in 

the steelmaking process. Approximately 13% of total hard coal production is currently used by the steel industry and 

approximately 70% of total global steel production is dependent on coal according to Worldsteel. In the production of 

steel, approximately 400-500 kilograms of coke is used per tonne of hot metal.  

In recent years, the global coal industry has consolidated, partly as a result of oil companies and other non-

mining companies exiting the sector. As a result of this consolidation, coal suppliers have gained more pricing power.  

Historically, Australia, China, Indonesia and South Africa have been the largest coal-producing countries, with 

Russia increasing its share of world supply in recent years. Between 1990 and 2011, world coal production was estimated 

to have increased from 4,740 million tonnes to 7,695 million tonnes according to BP Statistical Review of World Energy. 

Russian Coal Market 

Russia has the worldôs second largest proven coal reserves after the United States. As of the end of 2011, its 

proven coal reserves totalled approximately 157 billion tonnes, accounting for 18% of the worldôs proven reserves 

according to BP Statistical Review of World Energy, and in 2011 Russia produced 334 million tonnes of coal. World 

Coal Association estimates that in 2011, Russia exported approximately 103 million tonnes of coal, of which 

approximately 86% was steam coal and the balance was coking coal.  

Coal production in Russia is concentrated in the Kuznetsk Basin and the Kansko-Achinskii Basin, which are 

east of the Ural Mountains, and together account for the majority of Russiaôs total coal production. In 2012, coking coal 

production in Russia was approximately 69 million tonnes according to Metal Expert. In 2012, approximately 62% of 

Russiaôs coking coal production capacity was owned by, or by entities affiliated with, Russian steel producers according 

to Metal Expert.  

Coking coal concentrate prices in Russia decreased from approximately U.S.$145 per tonne in January 2012 to 

U.S.$104 per tonne in January 2013 according to Metal Expert. 
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Coal Production Process 

Approximately two-thirds of the coal mined in Russia is extracted by open-pit methods, with the rest extracted 

by underground mining. After mining, depending on the ash content of the coal, the coal is processed in a preparation 

plant, where it is crushed and washed. Nearly all Russian coking coal must be prepared into coking coal concentrate 

before use in coke making. As such, industrial use of raw coking coal is limited, with the exception of certain higher 

grades of ñfatò coals which are relatively scarce. Coking coal concentrate is then transported to coke making plants and 

integrated steel plants for conversion to coke used in the production of pig iron, an intermediary stage product in 

steelmaking using the BOF method. 

Vanadium Industry  

Overview 

Vanadiumôs primary use is in the steel industry as a hardening agent during the steel production process. 

Vanadium is used as a microalloy in certain steel grades to increase its yield and tensile strength, making it more resistant 

to shock and metal fatigue. Steels to which vanadium is added can be divided into microalloy or low-alloy steels, 

generally containing less than 0.15% vanadium and high alloy steels, containing up to 5% vanadium. Vanadium can be 

added to steel (i) in the form of ferrovanadium, an alloy composed of vanadium and iron with other elements and/or 

(ii)  in the form of vanadium with nitrogen. 

Vanadium for steel production currently accounts for around 93% of vanadium consumption globally according 

to Evraz estimates. The remaining 7% is consumed by the chemical and titanium industries. Vanadium may be derived 

from ore, slag, oil residues, spent catalyst and uranium by-products. 

The largest vanadium-rich iron ore deposits are situated in Russia, South Africa and China and these countries 

are the worldôs largest producers of vanadium, producing in aggregate approximately 63 thousand tonnes of vanadium in 

2012, according to the U.S. Geological Survey. There has recently been a significant increase in global demand for 

vanadium. Globally, resources of vanadium exceed 63 million tonnes and the worldôs proven vanadium reserve base was 

estimated to be 14 million tonnes in 2011, according to the U.S. Geological Survey. At current levels of consumption, 

these reserves are expected to be sufficient to last for more than 100 years. Major consumers of vanadium products are 

located within North America, Europe, Asia, primarily China, and Japan. 

According to London Metal Bulletin quotations, the price of vanadium has significantly increased from U.S.$23 

per kilogram in January 2012 to U.S.$32 per kilogram in February 2013. Throughout most of 2012, vanadium prices 

stayed within the range of U.S.$23 per kilogram to U.S.$28 per kilogram. Historically, the highest price of vanadium was 

U.S.$128 per kilogram in April 2005. 
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BUSINESS 

Overview 

Evraz is a vertically integrated steel, mining and vanadium business with operations in Russia, Ukraine, North 

America, the European Union and South Africa. In 2012, Evraz produced 15.9 million tonnes of crude steel and sold 15.3 

million tonnes of rolled steel products to third parties. According to Metal Expert, Evraz was the third largest crude steel 

producer by crude steel volume in Russia in 2012, and the largest manufacturer by volume of long products for the 

construction and railway industries in Russia and the CIS in 2012. Evraz also produces significant quantities of iron ore 

products  and coking coal, most of which are used in its own steelmaking operations. In 2012, Evraz produced 20.8 

million tonnes of iron ore and 8.5 million tonnes of coking coal, as well as 2.3 million tonnes of steam coal. Evraz is also 

one of the leading producers of vanadium globally. In 2012, Evraz produced 18.4 thousand tonnes of ferrovanadium and 

other finished vanadium products. 

Evrazôs principal assets as of the date of this Prospectus are: 

Å Steel production facilities: United EVRAZ ZapSib, the business unit that combines two integrated steel 

production facilities:  ZapSib, located near Novokuznetsk, in the Kemerovo region, Russia, one of the 

largest integrated construction steel producers in Russia, and NKMK, located in Novokuznetsk, a steel mill 

which is one of the leading rail producers globally; EVRAZ NTMK, located in Russiaôs Nizhny Tagil, in 

the Sverdlovsk region, one of the largest integrated steel production mills in Russia and a producer of 

vanadium slag; EVRAZ North America, a diversified steel manufacturer in North America, with sites 

located throughout the United States and Canada, producing steel pipes, plates and long products; EVRAZ 

DMZP, located in Dnepropetrovsk, Ukraine, an integrated steel mill specialising in the manufacture of 

billets and construction rolled products; and EVRAZ Palini, located in Italy, a manufacturer of high quality 

plate products. Evraz has also initiated the process of disposing of several additional steel production 

facilities, each of which is currently accounted for as held for sale: EVRAZ Vítkovice, a manufacturer of 

rolled steel products located in Czech Republic; and EVRAZ Highveld, located in South Africa, is a 

producer of steel and vanadium slag. 

Å Iron ore mining and processing facilities: EVRAZ KGOK and EVRAZ VGOK, located in the Sverdlovsk 

region near EVRAZ NTMK in Russia; Evrazruda, which operates iron ore mines in the Kemerovo region 

near United EVRAZ ZapSib, in the Republic of Khakassia and in south Krasnoyarsk Krai in Russia; and 

EVRAZ Sukha Balka located in the Dnepropetrovsk region of Ukraine, near EVRAZ DMZP; Mapochs 

Mine, a subsidiary of EVRAZ Highveld Steel and Vanadium, located in Roossenekal in the Limpopo region 

of South Africa, which mines titaniferrous magnetite ore. 

Å An integrated coal mining company producing coking, steam coal and concentrate: Yuzhkuzbassugol, 

located in the Kemerevo region in Russia, near United EVRAZ ZapSib. 

Å Vanadium production facilities: Stratcor with operations in the United States and South Africa; EVRAZ 

Nikom, a ferrovanadium producer located in the Czech Republic; and EVRAZ Vanady-Tula located in 

Russia. 

Å Other principal assets, including EVRAZ Nakhodka Trade Sea Port, one of the largest ports in the Russian 

Far East and through which Evraz ships most of its Russian exports, East Metals and TC EvrazHolding, two 

of Evrazôs sales and trading companies, and EVRAZ Metall Inprom which operates 62 steel service centres 

located in Russia and Kazakhstan, that finish and distribute steel products produced by Evraz. 

Evraz also currently indirectly owns a 41% equity interest in Raspadskaya, one of Russiaôs largest coking coal 

producers. In January 2013, EVRAZ plc acquired an additional 41% equity interest in Raspadskaya, resulting in an 82% 

consolidated equity interest in Raspadskaya by Evrazôs parent company, EVRAZ plc, while the remaining 18% of shares 

are publicly traded on the Moscow Exchange. For additional information on Raspadskaya, please see ñðMining 

BusinessðRaspadskayaò. 

Evraz is wholly owned by EVRAZ plc, a public limited company incorporated under the laws of England and 

Wales and listed on the premium segment of the Official List of the UK Listing Authority and admitted to trading on the 

Regulated Market of the London Stock Exchange. For additional information on EVRAZ plc please see ñPrincipal 

Shareholders ̍  EVRAZ plc and Exchange Offerò. 
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History  

Evrazôs business was founded by a group of Russian scientists and engineers led by Alexander Abramov (the 

ñOriginal Groupò). In 1992, the Original Group established a limited liability company, EvrazMetall, which specialised 

in the trading of steel products and supplying raw materials and equipment to the Russian steel mills. During the first few 

years, the companyôs turnover and field of activity steadily expanded. In the mid-1990s, major steel traders in the 

Russian market (including the Original Group), as part of their trading activities, financed production at the steel mills 

from which they bought steel products. By the end of the 1990s, the entities under common control with Evraz became 

one of the major creditors of two steel mills (Nizhny Tagil Iron and Steel Plant (EVRAZ NTMK) and West Siberian Iron 

and Steel Plant (ZapSib, currently part of United EVRAZ ZapSib). 

By the end of 2001, the entities under common control with Evraz acquired significant stakes in Nizhny Tagil 

Iron and Steel Plant and West Siberian Iron and Steel Plant and began to exercise control over the operating activities of 

the mills. 

Between 2002 and 2004, Evraz focused its expansion activities on the further acquisition of steel assets and on 

the building of its resource base within Russia. 

In 2003, Evrazôs management initiated a reorganisation: the separate businesses were consolidated into one 

holding company. This improved the legal and financial transparency of Evraz and provided access to international 

financing for further growth. In 2003, one of Evrazôs subsidiaries issued the first Eurobond of Evraz. At the end of 2004, 

Evraz Group SA was formed as the parent company of Evraz. 

Between 2004 and 2010, Evraz developed into a multinational corporation, progressively extending its steel and 

mining businesses and beginning vanadium operations through a series of acquisitions around the world. The following 

table represents the milestones in Evrazôs acquisition history: 

Year Sector Subsidiary Acquired 

2001 Steel Nizhny Tagil Iron and Steel Plant (EVRAZ NTMK), an integrated steel mill that primarily produces 

railway and construction long products, pipe blanks and other products 

  West Siberian Iron and Steel Plant (ZapSib, currently a part of United EVRAZ ZapSib), an 

integrated steel mill that primarily produces construction long products and semi-finished products 

2002  Mining Vysokogorsky Ore Mining and Processing Plant (EVRAZ VGOK) produces sinter from its iron ore 

resources, as well as iron ore concentrate, limestone, crushed stone and other products 

2003 Steel Novokuznetsk Iron and Steel Plant (NKMK, currently a part of United EVRAZ ZapSib), an 

integrated steel mill specialising in the production of rolled long steel products for the railway sector 

and semi-finished products 

 Other Nakhodka Trade Sea Port (EVRAZ Nakhodka Trade Sea Port), one of the largest ports in the Far 

East of Russia, from where Evraz ships a significant part of its exports 

2004 Mining Kachkanarsky Ore Mining and Processing Plant (EVRAZ KGOK), which produces sinter and pellets 

from vanadium-rich iron ore 

  Evrazruda Iron Ore Processing Complex (Evrazruda), which produces iron ore concentrate with 

operating mines in the Kemerovo region, the Republic of Khakassia and the Krasnoyarsk region 

  An indirect equity interest in Raspadskaya  

2005 Steel Palini e Bertoli (EVRAZ Palini), a rolling mill located in Italy, which produces customised steel 

plate products 

  Vitkovice Steel a.s.(EVRAZ Vitkovice), an integrated steel mill which is the largest platemaker in 

the Czech Republic 

2006 Vanadium Strategic Minerals Corporation (Stratcor), one of the worldôs leading producers of vanadium alloys 

and chemicals for the steel and chemical industries, with operations in the USA and South Africa 

2007 Steel Oregon Steel Mills (now a part of EVRAZ Inc. N.A.), a producer of plates, pipes, rails and other 

long steel products, with operations in the USA and Canada 

  DMZ Petrovskogo (EVRAZ DMZP), an integrated steel mill specialising in the manufacture of pig 

iron, steel and rolled products, and Ukrainian coking plants: Dneprokoks (which currently is part of 

EVRAZ DMZP), Dneprodzerzhinsk Coke Chemical Plant (DKHZ, sold in 2012) and Bagleykoks 

 Steel and 

Vanadium 

Highveld Steel and Vanadium Corporation (EVRAZ Highveld), one of the largest steel producers in 

South Africa, with primary positions in medium and heavy structural sections and ultra thick plate 

and a leading producer of vanadium products 

 Vanadium EVRAZ Nikom, a ferrovanadium producer located in the Czech Republic 

 Mining Yuzhkuzbassugol, a vertically integrated group which is one of the largest coking coal producers in 

Russia. Yuzhkuzbassugol owns and operates 10 coal mines and two coal enrichment mills 

  Sukha Balka Iron Ore Mining and Processing Complex (EVRAZ Sukha Balka), operates two 

underground mines in Ukraine for the production of lumping iron ore 
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 Other West-Siberian heat and Power Plant, an energy generating company located in Novokuznetsk 

(Russia) 

2008 Steel Claymont Steel (now a part of EVRAZ Inc. N.A.), a producer of plates located in the USA 

  IPSCOôs plate and tubular business (now a part of EVRAZ Inc. N.A. Canada), located in Canada 

2009 Steel Carbofer Metall (a part of EVRAZ Metall Inprom), one of the largest Russian steel distribution 

networks 

 Vanadium Vanady-Tula (EVRAZ Vanady-Tula), the largest Russian producer of vanadium products 

2010 Steel Inprom (a part of EVRAZ Metall Inprom), a Russian steel distribution network 

 

Following an internal reorganisation in 2011, the coke-chemical production facility of Dneprokoks was merged 

with EVRAZ DMZP. In August 2012, Evraz sold Dneprodzerzhinsk Code Chemical Plant to Lanebrook Ltd. 

In December 2012, Evraz sold one of its subsidiaries, Evraztrans, which provides railway transportation services 

using both its own and rented railcars, to Russian freight rail operator NefteTransService (ñNTSò).  

On 27 March 2013, Evraz announced the signing of a non-binding term sheet in respect of the proposed sale of 

its 85% stake in EVRAZ Highveld. 

Currently, Evraz is a global vertically integrated steel corporation diversified both by geography and by product 

type. 

Evraz completed an initial public offering of its GDRs on the London Stock Exchange in June 2005. On 17 

October 2011, EVRAZ plc announced an offer to acquire up to the entire issued and to be issued share capital of Evraz, 

including those shares represented by GDRs, in exchange for ordinary shares in EVRAZ plc. Shares in EVRAZ plc were 

admitted to trading on the London Stock Exchangeôs main market on 7 November 2011. As of the date of this 

Prospectus, EVRAZ plc holds a 100% interest in the Issuer. For additional information on EVRAZ plc please see 

ñPrincipal Shareholders ̍  EVRAZ plc and Exchange Offerò. 
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Organisational Structure  

The organisational structure of Evraz as of 31 December 2012 is as follows:  
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In operational terms, Evrazôs business is divided into four principal segments: 

¶ the steel production segment, comprising the production and sale of semi-finished and finished steel products, 

coke and coking products, and refractory products; 

¶ the mining segment, comprising the production, enrichment and sale (to the steel segment and third parties) of 

iron ore and coking and steam coal; 

¶ the vanadium segment, comprising the production and sale of vanadium products, vanadium slag arising in 

steel-making process is also allocated to vanadium segment; and 

¶ the other segment, comprising energy generating companies, a sea port, shipping and railway transportation 

companies. 

Business Model and Value Chain 

The discussion set forth below relates to the business model, value chain and strategy of EVRAZ, which is based 

on the business operations of Evraz Group S.A. and its subsidiaries. 

EVRAZ seeks to create value by processing its proprietary mineral resources into high-end steel products for the 

construction and railway industries and infrastructure development projects. Efficient operations, continued pursuit of 

economically attractive asset development and a search for value-adding acquisitions are fundamental features of 

EVRAZôs approach.  

The health and safety of EVRAZôs employees is a focus of decision making. A great emphasis is also placed on 

the recruitment and development of EVRAZôs workforce, as this provides the backbone for all operations. 

EVRAZôs value chain includes: 

¶ Iron ore. EVRAZ mines and processes iron ore to produce high quality marketable concentrate. EVRAZôs iron 

ore assets are located close to its steelmaking facilities which minimises associated transportation costs. EVRAZ 

is currently 100% self-covered in relation to iron ore. 

 

¶ Coking Coal. EVRAZ is a leading coking coal producer in Russia, operating underground mines and processing 

plants in Kuzbass, the primary coking coal region of Russia. EVRAZ consumes a proportion of the coking coal 

produced at its core steelmaking plants in CIS and the remainder is sold domestically or exported to Asia and 

Europe. See ñðStrategyð Further vertical integration and development of raw materials baseò. 

 

¶ Steelmaking. Steelmaking is the core of EVRAZôs business. EVRAZ produces steel from proprietary iron ore 

and coking coal, as well as from collected scrap. Due to the close proximity of its raw materials base and 

efficient operation of its steelmaking plants, EVRAZ produces high quality steel at a low cost. Semi-finished 

steel products can be further rolled into finished products at EVRAZôs worldwide processing facilities or sold to 

third parties in Europe, Asia and the Middle East. 

 

¶ Rolling. In the CIS, EVRAZ specialises in the production of long steel products, in particular, for use in the 

construction and railway industries. These products, including rebar and H-beams are used for construction of 

bridges, stadiums, offices and residential buildings. EVRAZ believes that it is also a world leader in railway 

products in terms of both quality and volume produced. EVRAZ also specialises in the production of flat-rolled, 

tubular and railway products in North America and plates in Europe. 

 

¶ Sales. EVRAZ seeks to market its products directly in the local and international markets. This gives EVRAZ 

an in-depth understanding of its customersô needs and the opportunity to rapidly adjust production volumes to 

market trends. 

 

¶ Vanadium is a valuable ferroalloy which is added to steel in order to make it stronger. Due to the rich vanadium 

content of EVRAZôs iron ore reserves in Russia and South Africa, EVRAZ is able to extract vanadium from by-

products of its steelmaking and capture additional margins. 
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Competitive Strengths  

EVRAZ believes that its key competitive advantages include: 

¶ A proprietary mineral resource base; 

¶ Low cost and efficient operations; 

¶ Unique product mix and presence at key markets; 

¶ Geographic diversification, with operations across four continents; and 

¶ Being a leading global vanadium producer.  

Strategy 

The main strategic objective of EVRAZ is to create long term value for shareholders by maintaining a balance 

between investment, financial stability and dividend payments. 

Given the context of the global steel industry in which EVRAZ operates, achieving this objective depends upon 

meeting a number of goals: 

Further vertical integration and development of raw materials base 

EVRAZ seeks to further integrate all elements of its value chain, with a particular focus on the development of 

its raw materials base. Given the competitive advantages relating to the geographical proximity of EVRAZôs mineral 

resource base and key steelmaking facilities, EVRAZ has set long term targets of achieving 120% self-coverage in iron 

ore and 130% self-coverage in coking coal by the end of 2016. EVRAZ intends to maximise the intragroup consumption 

of its own raw materials and sell the excess in the open market. In line with this objective, in January 2013 EVRAZ plc 

acquired a further 41% interest in Raspadskaya (in addition to the 41% equity interest in Raspadskaya held by Evraz), 

contributing to control over EVRAZôs raw material costs. 

EVRAZ has a number of investment projects aimed at achieving further vertical integration and developing its 

raw materials base. For further information please see ñBusiness DescriptionðInvestment programò. 

Strengthen competitive position in its existing markets 

EVRAZ expects that global steel consumption will grow at a moderate rate over the next two years, with higher 

rates of consumption being constrained by uncertain levels of economic growth across the globe. Nevertheless, this 

uncertain climate provides EVRAZ with an opportunity to increase its focus on specific niche products in key markets, 

i.e., enhancing its leading global market position in railway products and in the CIS construction steel productsô market. 

EVRAZ plans to strengthen its current market position by enhancing the quality of its products and widening its product 

portfolio.  

In order to maintain its leading position in the Russian and global rail market, EVRAZ completed a 

modernisation programme in 2012 at the United EVRAZ ZapSib rail and beam mill, which is now able to produce high- 

quality rails, including 100 metre rails, to match Russian Railwaysô requirements for rails suitable for high-speed 

railways. With the ramp up of this project in the course of 2013, the total railway production capacity of EVRAZôs 

Russian assets has increased to 1.5 million tonnes per annum.   

EVRAZ also plans to commission new rolling mills in Kazakhstan and the south of Russia and to invest in a 

heat treatment facility at its Calgary mill in Western Canada. For further information please see ñBusiness Descriptionð

Investment programò. 

Enhance cost leadership position 

EVRAZ seeks to maintain its key competitive advantage of being a low-cost producer of steel products through 

various operational and strategic initiatives. EVRAZôs management believes that the CIS is one of the lowest cost regions 

for steel production worldwide, enabling EVRAZ to benefit from lower production costs compared to certain of its 

competitors. EVRAZ thus benefits through both sales of low-cost Russian slabs to global markets and through synergies 

created by being able to supply feedstock to certain of its non-Russian subsidiaries.  

In 2012, EVRAZ completed the implementation of PCI technology at EVRAZ NTMK in order to decrease 

steelmaking costs. A similar PCI technology project is underway at United EVRAZ ZapSib. For other related projects, 

please see ñBusiness DescriptionðInvestment programò. 
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In view of the scale of on-going improvement in EVRAZôs business, EVRAZ has established and adopted a set 

of development principles which provide a solid foundation for long term sustainable development. The development 

principles cover (i) health, safety and environment, (ii) human capital, (iii) customer focus, (iv) EVRAZ business system 

(a part of EVRAZôs comprehensive efforts to reduce costs at key industrial facilities) and (v) growth. Well-managed 

growth is expected to allow EVRAZ to deliver on its objective of creating long-term value for shareholders. 

Operations 

Location of operations 

The following map shows the location of Evrazôs current operations: 
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The table below summarises information about Evrazôs principal steel, coal, iron ore and vanadium assets as 

at 31 December 2012: 

Company Country  Commodity 

Evrazôs 

ownership 

interest Remaining ownership interest 

Steel:     

United EVRAZ ZapSib .....  Russia Crude Steel, Rolled 

Steel 
100% N/A 

EVRAZ NTMK .................  Russia Crude Steel, Rolled 

Steel 

Vanadium in slag 

100% N/A 

EVRAZ DMZP ..................  Ukraine Crude Steel, Rolled 

Steel 
96.78% The remaining shares are traded on 

PFTS Stock Exchange in Ukraine 

EVRAZ     

Bagliykoks ....................  Ukraine Steel coke 94.37% The remaining shares are traded on 

PFTS Stock Exchange in Ukraine 

     

EVRAZ Vitkovice(1) ..........  Czech Republic Crude Steel, Rolled 

Steel 
100% N/A 

EVRAZ Palini ...................  Italy Rolled Steel 100% N/A 

EVRAZ North America .....  USA, Canada Crude Steel, Rolled 

Steel 
100%(2)(3) N/A 

EVRAZ Highveld(1) ...........  South Africa Crude Steel, Rolled 

Steel 

Vanadium in slag 

85.12% The remaining shares are traded on 

the Johannesburg Stock Exchange 

and represented by ADRs. 

Iron Ore Mining:      

EVRAZ KGOK .................  Russia Iron ore 100% N/A 

EVRAZ VGOK .................  Russia Iron ore 100% N/A 

Evrazruda ..........................  Russia Iron ore 100% N/A 

EVRAZ Sukha Balka ........  Ukraine Iron ore 99.42% The remaining shares are traded on 

PFTS Stock Exchange in Ukraine 

and represented by GDRs. 

Coal Mining:      

Yuzhkuzbassugol ...............  Russia Coal 100% N/A 

Vanadium:     

Stratcor ..............................  USA Vanadium products 78.76% Most of the remaining shares are 

held by Sojitz Corporation of Tokyo, 

Japan. 

EVRAZ Nikom ..................  Czech Republic Ferrovanadium 100% N/A 

EVRAZ Vanady-Tula .............  Russia Vanadium 100% N/A 

     

Raspadskaya ....................  Russia Coal 41% In January 2013, EVRAZ plc 

acquired an additional 41% of the 

shares, 18% are traded on the 

Moscow Exchange.  

 
Notes: 

(1) Asset classified as held for sale. 
 

(2) EVRAZ North America represents EVRAZ Inc. N.A. and Evraz Inc. N.A. Canada.  

(3) Nippon Steel Corporation holds a 10% interest in EVRAZ Rocky Mountain Steel, one of EVRAZ North Americaôs steel 
facilities in Pueblo, Colorado. 
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Steel Business 

Evrazôs steel business operates globally, with steelmaking facilities in Russia, Ukraine, North 

America, the European Union and South Africa. 

Markets and customers 

Russia and Ukraine: Evraz sells the majority of its steel products to the construction, railway, mining and 

pipe manufacturing industries through its trading company TC EvrazHolding, exports through East Metals 

and conduct retail sales through its network of steel dealers, which are combined into EVRAZ Metall 

Inprom. Evraz adjusts the product mix of its Russian and Ukrainian facilities on a monthly basis, depending 

on the demand and profitability of particular products. Sales outside Russia and the CIS from Evrazôs 

Russian and Ukrainian facilities comprise primarily semi-finished products for re-rolling and finished 

products for the construction and other industries. 

North America:  EVRAZ North America in the United States and Canada sells a wide array of specialty and 

commodity steel products, including discrete plate, coil, welded and seamless pipe (both small and large 

diameter) for oil and gas applications, hollow structural sections, rail and wire rods and reinforcing bars. 

EVRAZ North America sells the majority of its steel products to the oil and gas, railway and infrastructure 

(e.g. bridges and power transmission facilities) sectors. EVRAZ North America produces a portion of its 

slab and billet needs for use in its rolling mills and generates a portion of Evrazôs scrap needs for the 

production of slab and billets. EVRAZ North America also processes scrap in several locations across 

central and western Canada, North Dakota and Colorado. In addition, a portion of its slab and billet needs 

are provided by Evrazôs Russian facilities. 

Italy:  Evrazôs Italian facility, EVRAZ Palini, sells quality plates to construction, shipbuilding and 

automotive industries primarily in Europe. 

Czech Republic: Evrazôs facility in the Czech Republic, EVRAZ Vitkovice, sells quality plates, sheet piles 

and flame-cut shapes to customers in the construction, mechanical engineering, machine building and energy 

industries, mainly in Europe.  

South Africa:   EVRAZ Highveld produces plates, coil and structural sections sold predominantly in South 

Africa and to niche export markets. The customer base is well established, with the top 10 steel products 

customers representing approximately 65% of consolidated revenue during the year ended 31 December 

2012. 

Sales  

The table below shows Evrazôs global consolidated sales volume (to third parties and inter-segment sales) of 

its principal steel products for the years ended 31 December 2012, 2011 and 2010.  

 Year ended 31 December 

 2012 2011 2010 

 
(thousands 

of tonnes) % 
(thousands 

of tonnes) % 
(thousands 

of tonnes) % 

Product
(1)

       

 Construction sector ...........................................  5,658 37.0 5,505 35.5 5,081 32.8 
Rebars ................................................................  2,346 15.3 1,950 12.6 1,910 12.3 

Beams ................................................................  1,071 7.0 1,011 6.5 767 4.9 

Channels ............................................................  888 5.8 939 6.1 886 5.7 

Angles ................................................................  534 3.5 564 3.6 534 3.4 

Wire rods ...........................................................  326 2.1 439 2.8 504 3.3 

Wire ...................................................................  166 1.1 134 0.9 129 0.8 

Other Construction Products ..............................  327 2.1 468 3.0 351 2.3 

Railway sector ...................................................  1,843 12.1 2,093 13.5 1,905 12.3 
Rails ...................................................................  1,241 8.1 1,464 9.4 1,354 8.7 

Wheels and wheel blanks ...................................  177 1.2 171 1.1 144 0.9 

Tires ...................................................................  52 0.3 49 0.3 48 0.3 

Other railway products ......................................  373 2.4 409 2.6 359 2.3 
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 Year ended 31 December 

 2012 2011 2010 

 
(thousands 

of tonnes) % 
(thousands 

of tonnes) % 
(thousands 

of tonnes) % 

Flat-rolled products ..........................................  2,725 17.8 2,868 18.5 2,569 16.6 
Commodity plate ...............................................  2,085 13.6 2,273 14.7 1,950 12.6 

Specialty plate....................................................  373 2.4 308 2.0 259 1.7 

Other flat products .............................................  266 1.7 287 1.9 360 2.3 

Tubular products ..............................................  879 5.7 912 5.9 924 6.0 
Large diameter line pipe ....................................  193 1.3 185 1.2 312 2.0 

ERW pipe and casing.........................................  257 1.7 262 1.7 137 0.9 

Seamless pipe ....................................................  117 0.8 129 0.8 96 0.6 

Casing and tubing ..............................................  270 1.8 290 1.9 378 2.4 

Other ..................................................................  42 0.3 46 0.3 1 0.0 

Other steel products ..........................................  552 3.6 635 4.1 546 3.5 
Rounds ...............................................................  152 1.0 253 1.6 224 1.4 

Grinding balls ....................................................  226 1.5 220 1.4 200 1.3 

Mine uprights .....................................................  108 0.7 85 0.5 67 0.4 

Strips ..................................................................  7 0.0 17 1.1 18 0.1 

Other ..................................................................  58 0.4 60 0.4 37 0.2 

Semi-finished products .....................................  3,636 23.8 3,479 22.5 4,481 28.8 
Slabs ..................................................................  1,748 11.4 1,841 11.9 2,001 12.9 

Billets .................................................................  1,434 9.4 1,183 7.6 1,996 12.9 

Pig iron ..............................................................  198 1.3 75 0.5 85 0.5 

Pipe blanks .........................................................  227 1.5 350 2.3 393 2.5 

Other semi-finished products .............................  30 0.2 30 0.2 6 0.0 

Total ..................................................................  15,292 100.0 15,492 100.0 15,565 100.0 

Inter -segment sales ..........................................  115  58  59  

 
Note: 

(1) For the year in which Evraz acquires a particular subsidiary, data concerning such subsidiary is provided for the period 

following its acquisition by Evraz. 

The table below represents Evrazôs global consolidated sales volume (to third parties and inter-segment 

sales) by markets for the years ended 31 December 2012, 2011 and 2010.  

 Year ended 31 December 

 2012 2011 2010 

 
(thousands 

of tonnes) % 
(thousands 

of tonnes) % 
(thousands 

of tonnes) % 

Market:        

 Russia ................................................................  6,570 43.0 6,722 43.4 5,543 35.7 

CIS .....................................................................  802 5.2 849 5.5 872 5.6 

Europe................................................................  1,450 9.5 1,562 10.1 1,472 9.5 

Americas ............................................................  2,746 18.0 2,766 17.9 2,662 17.2 

Asia ....................................................................  3,249 21.2 3,020 19.5 4,424 28.5 

Africa .................................................................  474 3.1 573 3.7 532 3.4 

Rest of world .....................................................  1 0.0 1 0.0 1 0.0 

Total ..................................................................   15,292 100.0 15,492 100.0 15,506 100.0 

Inter -segment sales ..........................................  115  58  59  

 

CIS (Russia and Ukraine) 

Evraz operates its Russian steel business through two Russian subsidiaries, EVRAZ NTMK and 

United EVRAZ ZapSib (consisting of production facilities of ZapSib and NKMK), and its Ukrainian 

business through the EVRAZ DMZP steel plant and EVRAZ Bagliykoks coking plant. These operations are 

described in further detail below. In 2012, approximately 67% of the sales volume of Evrazôs Russian and 
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Ukrainian subsidiaries were in the CIS markets, with Ukraine and Kazakhstan accounting for the principal 

CIS markets after Russia.  

Markets and customers  

Evraz sells the majority of the steel products made by its Russian and Ukrainian facilities to the 

construction, railway, mining and pipe manufacturing industries. 

Construction sector 

The principal products for the construction sector made by Evrazôs Russian and Ukrainian facilities 

are rebars, H-beams, channels, angles and wire rods. In terms of segment revenues, the construction market 

represents the largest market for steel products manufactured by Evrazôs Russian and Ukrainian subsidiaries, 

comprising, in 2012, approximately 45% of revenues attributable to Evrazôs Russian and Ukrainian 

subsidiaries. Russia constitutes Evrazôs principal market in the construction sector, and in 2012, Evraz was 

the leading producer of H-beams in Russia, accounting for approximately 79% of total sales volumes of H-

beams that year, according to Metal Expert. Evrazôs share in the rebar market in Russia amounted to 18% in 

2012.  

Railway sector 

Evrazôs Russian and Ukrainian subsidiaries manufacture various products for the railway sector, 

including rails, wheels, rail fasteners, axle blanks, railcar uprights, Z sections and rough tires. Evraz sells 

railway products primarily to Russian Railways, which accounted for approximately 11% of the total steel 

volume sold by Evraz in Russia (excluding inter segment sales) in 2012. In light of the significant 

underinvestment in the Russian railway system in the past, Russian Railways announces and periodically 

provides updates on its plans to make significant investments in maintenance, reconstruction and related 

infrastructure. The investment budget of Russian Railways is expected to be approximately RUB342 billion 

for 2013 and approximately RUB368 billion for 2014. Evraz sells railway products to Russian Railways 

pursuant to a long-term contract which expires in the end of 2017, and under which prices are revised on a 

quarterly basis in accordance with a defined price formula. As a result, Evraz expects significant demand for 

its railway products over the coming years. In September 2012, Evraz signed a five-year contract with 

Uralvagonzavod for the supply of railway wheels and other steel products. 

In order to improve the management of its key product groups, in April 2012 Evraz established a 

separate division for railway products headed by a respective vice-president. The railway products division 

focuses on production and sales as well as product development for railway applications. 

Rails 

Evraz produces rails at EVRAZ NTMK and United EVRAZ ZapSib, which are the only producers 

of rails in Russia and currently the only domestic supplier of rails to Russian Railways. Russian Railways is 

the primary Russian customer for Evrazôs rails and sales by Evraz to Russian Railways accounted for 

approximately 79% of Evrazôs total Russian sales of rails by volume in 2012, with the remaining products 

sold to a range of customers. In 2012, Evrazôs share in the Russian Rail market amounted to 71%, with the 

remaining share constituted primarily of import rails. Evraz is the only Russian producer of rails (including 

high-speed 100 metre rails).  

Evraz successfully completed the preliminary qualifications required to become a supplier of 

railway wheels for Deutsche Bahn. As a result, EVRAZ NTMK is now certified as a solid-rolled wheel 

manufacturer in accordance with Deutsche Bahn internal standards. EVRAZ NTMK has been qualified as a 

class 2 wheel manufacturer, which includes the most complex freight traffic class V wheels. Subject to a 

positive outcome of tests of a pilot lot of wheels to be submitted to Deutsche Bahn, EVRAZ NTMK will be 

able to participate in regular tenders to supply wheels to Deutsche Bahn. 

Other finished and semi-finished products, billets, slab, pig iron and blooms 

Evrazôs Russian and Ukrainian subsidiaries supply a variety of finished products to the mining 

sector. Evrazôs finished products include grinding balls, which it primarily sells to ore enrichment plants in 
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Russia, and mine uprights, which it primarily sells to mining companies. Evrazôs production facilities 

provide for flexible production of billets or slabs and, in addition, Evrazôs Russian and Ukrainian 

subsidiaries sell pipe blanks to pipe manufacturers for pipe and wire production almost exclusively to the 

Russian market, as well as small volumes of plates and other products. 

 

Sales  

Evrazôs Russian and Ukrainian subsidiaries produce steel for sale in the Russian and CIS markets 

and for export. Sales in Russia are typically of finished products, which generally provide higher margins 

than are available from sales of semi-finished products. Evraz believes that it has a strong market position in 

Russia in many of its primary product markets. Evrazôs sales destinations in the rest of the CIS are primarily 

to Ukraine and Kazakhstan. 

Evraz conducts its Russian, Ukrainian and CIS sales through its wholly owned trading companies, 

TC EvrazHolding and TH EVRAZ resource Ukraine. In 2010, Evraz acquired a 100% interest in the Inprom 

Groupôs holding entity, which owned steel traders throughout Russia and a chain of 27 steel service centres 

located in the industrially developed regions of Russia. This purchase followed Evrazôs acquisition in 2009 

of six steel trading companies which have 35 steel service centres in Russia (formerly known as Carbofer) 

through the acquisition of their holding company. These operations have been substantially consolidated 

within EVRAZ Metall Inprom. EvrazMetall Inprom also sells products on a smaller individual-quantity 

basis. Sales to the construction industry are made to independent regional distributors and stockists, which 

sell a range of products in smaller lots to end consumers. Sales to the industrial sector are made directly to 

the customer. Sales to Russian Railways are made directly to Russian Railways, without the use of 

independent distributors. Russian Railways is the principal customer for Evrazôs rails and most other railway 

products produced in Russia. The majority of Evrazôs Russian and Ukrainian sales agreements require 

prepayment, although, in 2010, 2011 and 2012, railway products were sold to Russian Railways based on 

framework agreements with annually revised contracts within the framework. The agreement with Russian 

Railways provides for payment after delivery. 

The following table summarises Evrazôs sales of steel produced by its Russian and Ukrainian 

subsidiaries in the periods indicated. 

 Year ended 31 December 

 2012 2011 2010 

 (thousands of tonnes) 

Sales (excluding inter-segment sales)    

Russian and CIS sales ..............................................................................  7,370 7,568 6,410 

Non-CIS export sales ...............................................................................  3,613 3,385 4,674 

Total ........................................................................................................  10,983 10,953 11,084 

Inter -segment sales ................................................................................  115 58 59 
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The following table sets out the product mix of consolidated sales in Russia and the CIS for Evrazôs Russian 

and Ukrainian subsidiaries for the periods indicated (by volume): 

 
 Year ended 31 December 

 2012 2011 2010 

 (share of total sales volume, as a percentage) 

Steel Products     

Pig iron ....................................................................................................  0.2 0.4 0.5 

Semi-finished products ............................................................................  5.4 8.2 10.2 

Construction products ..............................................................................  61.8 56.7 54.8 

Railway products .....................................................................................  17.7 20.5 22.8 

Flat-rolled products ..................................................................................  7.8 6.0 3.9 

Tubular products ......................................................................................  0.6 0.6 0.0 

Other steel products .................................................................................  6.5 7.6 7.8 

Total ........................................................................................................  100.0% 100.0% 100.0% 

Evrazôs Russian and Ukrainian subsidiariesô exports of steel outside Russia and the CIS 

Evrazôs Russian and Ukrainian subsidiaries export primarily semi-finished products, as well as some 

finished products, mainly wire rods, rebars and channels. The semi-finished products that Evrazôs Russian 

and Ukrainian subsidiaries export have not historically been subject to protective trade barriers. In 2012, 

exports outside Russia and the CIS of Evrazôs Russian and Ukrainian subsidiaries amounted to 33% of the 

total steel sales volume of its Russian and Ukrainian subsidiaries, an increase from 31% of the total steel 

sales volume in 2011. Billets historically accounted for the largest share of export sales; however, in an 

effort to emphasise slab production, Evraz has commissioned additional slab-casting capacity and, 

consequently, the share of contribution of slabs to total exports has been increasing. 

 

In 2012, Evrazôs Russian and Ukrainian subsidiaries sold 67% of their steel products within Russia 

and the CIS, as compared to 69% of their steel products in 2011. 

 

Evrazôs Russian and Ukrainian subsidiaries conduct all exports outside of Russia and the CIS 

through Evrazôs subsidiaries, East Metals A.G. The principal non-CIS export market for the products of 

Evrazôs Russian and Ukrainian subsidiaries is the Asian market. 

The following table sets out the distribution of the consolidated export sales (in terms of volume) 

by export region for the periods indicated of Evrazôs Russian and Ukrainian subsidiaries for the periods 

indicated:  

 Year ended 31 December 

 2012 2011 2010 

 (thousands of tonnes)(1) 

Asia .................................................................................................................  3,185 2,958    4,208 

Europe.............................................................................................................  394  314    402 

Africa ..............................................................................................................  34  34    47 

Americas .........................................................................................................  ð  79    16 

Other ...............................................................................................................  ð  ð      ð 

Total ...............................................................................................................  3,613 3,385    4,673 

 

 

 
Note: 

(1) Figures in this table take into account only third party sales and no inter-segment sales. 

The following table sets out the product mix of consolidated export sales outside Russia and the 

CIS for Evrazôs Russian and Ukrainian subsidiaries for the periods indicated (by volume). 




























































































































































































































