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Achieve more together

These materials are confidential and have been prepared by OAO Severstal (Severstal) 

solely for your information and may not be reproduced, retransmitted or further 

distributed to any other person or published, in whole or in part, for any other purpose.

These materials may contain projections and other forward-looking statements 

regarding future events or the future financial performance of Severstal. You can 

identify forward-looking statements by terms such as “expect,” “believe,” “estimate,” 

“intend,” “will,” “could,” “may” or “might”, or other similar expressions. Severstal cautions 

you that these statements are only predictions and that actual events or results may 

differ materially. Severstal will not update these statements to reflect events and 

circumstances occurring after the date hereof. Factors that could cause the actual 

results to differ materially from those contained in projections or forward-looking 

statements of Severstal may include, among others, general economic and competitive 

environment conditions in the markets in which Severstal operates, market change in 

the steel and mining industries, as well as many other risks affecting Severstal and its 

operations.

These materials do not constitute or form part of any advertisement of securities, any 

offer or invitation to sell or issue or any solicitation of any offer to purchase or subscribe 

for, any securities of Severstal in any jurisdiction, nor shall they or any part of them nor 

the fact of their presentation, communication or distribution form the basis of, or be 

relied on in connection with, any contract or investment decision.

No representation or warranty, express or implied, is given by Severstal, its affiliates or 

any of their respective advisers, officers, employees or agents, as to the accuracy of the 

information or opinions or for any loss howsoever arising, directly or indirectly, from any 

use of these materials or their contents.
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Summary
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Highlights

– Further price increases across all markets, improvements in demand for value-added products, and 

the benefits of restructuring and cost reduction initiatives resulted in improved EBITDA and strong 

cash flow

– Revenue up 12.4% to $3,919 million (Q3 09: $3,487 million)

– EBITDA* of $630 million (Q3 09: $373 million), driven by strong performances in Severstal Russian 

Steel and Severstal Resources

– Net loss** of $162 million (Q3 09: net profit $71 million)

– Strong free cash flow of $519 million (Q3 09: $279 million) led to $449 million reduction in net debt 

to $4, 278 million as at 31 December 2009

– Continued strong performance from Russian operations: Russian Steel EBITDA margin at 28.4% 

with capacity utilisation above 95% and further significant improvement in Resources EBITDA 

margin to 27.5% with production volumes back to the pre-crisis levels

– Continued improvements in underlying performance of North American and European operations

– Revenue of $13,054 million (FY2008***: $22,393 million), as a result of lower sales volumes and a 

drop in average prices, particularly in early 2009

– EBITDA of $844 million (FY 08: EBITDA of $5,358 million)

– Net loss of $1,037 million (FY 08: net profit of $2,029 million)

*EBITDA represents profit/(loss) from operations plus depreciation and amortisation adjusted for gain/(loss) on disposals of property plant and equipment. 

**Net  profit/(loss) attributable to shareholders

***2008 amounts reflect adjustments made in connection with the completion of purchase price allocations

Q4 Highlights

2009 Highlights
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Funding Position

– Cash, cash equivalents and short-term 

bank deposits of $2,949 million as at 

31 December 2009

– Committed unused credit lines of $631 

million

– 2009 operating cash flow of $1,611 

million includes $1,722 million of 

working capital release; including $244 

million of working capital release in Q4

– Strong free cash flow* led to $449

million reduction in net debt in Q4 2009

*Free cash flow was calculated as follows: Net  cash from operating activities adjusted for additions to property, plant and equipment, additions to 
intangible assets, proceeds from disposal of property,  plant  and equipment,  interest received and dividends received.
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Management initiatives delivering results

– Improved EBITDA margin of 16.1% for Q4 (Q3 09: 10.7%) due to cost savings initiatives and higher utilisation rates across 

the Company

– Focus on cash and capital expenditure discipline: $1 billion investments, in line with full year target 

– North America: Improvement in underlying EBITDA in Q4 as a result of management initiatives to reduce costs; underlying 

loss before restructuring charges reduced to $45 million (Q3: $78 million):

• 12% growth in production of galvanised products in Q4 due to the restart of finishing operations at Wheeling in 

December

• On-going cost saving measures expected to deliver further improvements in 2010 

• Re-opening of steel making and hot-rolled facilities at Warren planned for the end of Q1 2010; this will increase 

capacity utilisation and is expected to improve profitability

– Capital expenditure programme of $1.4 billion for 2010 reflects increased confidence in market outlook
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Key Financials

$ mln unless

otherwise stated Q4 2009 Q3 2009 2009 2008***

Revenue 3,919 3,487 13,054 22,393

Profit/(Loss) from Operations 354 125 (145) 4,216

Operating Margin, % 9.0% 3.6% (1.1%) 18.8%

EBITDA* 630 373 844 5,358

EBITDA Margin, % 16.1% 10.7% 6.5% 23.9%

Net (Loss)/Profit** (162) 71 (1,037) 2,029

Net Margin, % (4.1%) 2.0% (7.9%) 9.1%

EPS, $ (0.16) 0.07 (1.03) 2.01

* EBITDA represents profit/(loss) from operations plus depreciation and amortisation adjusted for gain/(loss) on disposals of property plant and equipment. 

**  Net (loss)/profit attributable to shareholders

*** These amounts reflect adjustments made in connection with the completion of purchase price allocations . 
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Revenue and Profit

– Revenues up 12.4% q-o-q in Q4

• Increase in prices in all markets

• Improvements in demand for value-added 

products

– Steady management gains from cost reduction 

initiatives and restructuring

– 28.4% decrease in G&A in 2009 y-o-y

– Strong growth in EBITDA in Severstal Russian 

Steel and Severstal Resources

– EBITDA in European operations returned to 

positive in Q4  

Revenue 

EBITDA
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Divisional Review
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Divisional Results

$ mln Q4 2009 Q3 2009 2009 2008

Severstal Russian Steel 1,954 1,728  6,179  12,064

Severstal Resources 621 470 1,871  2,453

North America 1,059 1,081 4,023  5,319

European Operations (Lucchini) 533 383 1,757   3,989

Intersegment Adjustments (248) (175) (776) (1,432)

Total 3,919 3,487 13,054 22,393 

$ mln Q4 2009 Q3 2009 2009 2008

Severstal Russian Steel 555 434 1,319 3,675

Severstal Resources 171 94 393 859

North America (97) (78) (654) 377

European Operations (Lucchini) 9 (83) (203) 430

Intersegment Adjustments (8) 6 (11) 17

Total 630 373 844 5,358

Revenue 

EBITDA

Source: Company
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Severstal Russian Steel

– Strong performance in Q4 versus Q3 with revenue 

and EBITDA improving significantly:

• Revenue up 13.1%

• Average price up 16.3%

• Sales volume down 1.9%

• EBITDA up 27.9%

– Capacity utilisation above 95%

– Increase in EBITDA margin to 28.4% in Q4 (Q3: 

25.1%) due to cost-cutting and strong growth in 

sales of value-added products 

– 2009: slab cost (including depreciation and 

amortisation) decreased by 42.3% y-o-y to $269 (FY 

08: $466) due to cost cutting initiatives and Rouble 

depreciation

– As a result of higher raw material prices the slab 

cost (including depreciation and amortisation) was 

$296 in Q4 versus $240 in Q3
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Severstal Resources

– In Q4 compared to Q3 2009:

• Revenue up 32.1%

• Sales volumes up: coking coal 

concentrate 22.1% and pellets 9.0%

• Average sales price up: coking coal 

34.0% and pellets 16.8%

• EBITDA up 81.9%

– PBS Coals increased production of coking 

coal concentrate from 185K tonnes in Q3 to 

607K in Q4

• $32  EBITDA per tonne in Q4

• Average sales price of $109 per tonne 

in Q4

– The unit cost of production was up 12.1% in 

Karelsky Okatysh, 28.0% in Olkon and 1.4% 

up in Vorkutaugol in Q4 q-o-q as a result of 

higher input costs

– The unit cost of production was down 1.1% in 

PBS Coals in Q4 q-o-q

$ mln Q4 2009 Q3 2009 2009 2008

Revenue 621 470 1,871 2,453

Profit from operations 84 22 91 606

EBITDA 171 94 393 859

EBITDA Margin 27.5% 20.0% 21.0% 35.0%
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Gold business

– Severstal Gold curently comprises 7 mines

– New management in place

– Production significantly ramped-up due to:

• Previous bottlenecks have been removed

• Best practice sharing and joint purchasing

• Optimisation of capex to share processing 

facilities 

– Significant exploration programme in 2009 to certify 

reserves and resources under JORC in 2010

– Life of mine increased for several producing mines

– Over $100 million of capex planned to further reduce 

bottleneck at production facilities and increase 

resource base

– Proven accretive M&A track record

– Severstal Gold is already Russia’s second largest gold 

producer and has the critical size to continue 

consolidating the sector

– Severstal Gold is fast developing expertise outside 

Russia with a successful operation in Africa (Burkina 

Faso) 

K
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z
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Revenue 518 191

EBITDA 236 78

Capital additions 96 100
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Focus on operational and financial efficiencies Integration progressing well and attractive growth ahead

Production
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Severstal International: North America

– In Q4 versus Q3 2009:

• Revenue down 2.0%

• Sales volume down 12.2%

• Average prices up 13.9% as a result of improving 

trade environment and improved product mix 

– Underlying EBITDA was negative $45 million in Q4 (Q3: 

negative $78 million)

• Re-start of finishing operations at Wheeling and 

cost reductions at operating mills improved financial 

result

– Reported EBITDA in Q4 was negative $97 million (Q3 09: 

negative $78 million), including $52 million of 

restructuring expenses at Wheeling and Warren

– Re-start of steel making and hot-rolled facilities at Warren 

at the end of Q1 2010 will increase capacity utilisation 

and improve the profitability

– On-going cost saving measures, including permanent 

labour efficiencies and the optimisation of production 

flows are expected to deliver stronger results in 2010
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Severstal International: European Operations

– Q4 EBITDA was $9 million (Q3: negative $83 

million):

• Increase in sales volumes especially in 

rails 

• Lower costs against a background of 

higher utilisation and cost saving 

measures

• Average prices up 7.1%

– Continued to work on initiatives to deliver 

sustained improvement in operational 

performance

– Currently exploring all options to ensure the 

most appropriate structure for the long-term 

development of Lucchini

– Severstal acquired remaining 20.2% of Lucchini 

SpA belonging to the Lucchini family

• Following the transaction, Severstal owns 

100% stake of Lucchini SpA 

• This will provide Severstal with maximum 

flexibility in terms of developing our 

strategic alternatives for the business 

going forward
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Revenue 533 383 1,757 3,989
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EBITDA 9 (83) (203) 430

EBITDA Margin 1.7% (21.7%) (11.6%) 10.8%
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Overview of Cash Flow and Statement of Financial Position
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Strong Cash Position and Financing Structure in Place  

– Consistent de-leveraging evidenced by total debt

reduction of $1,039 million during 2009

– Strong free cash flow generation resulted in $449 

million reduction in net debt in Q4 to $4,278 million 

as at 31 December 2009

– Proactive working capital management; operating 

cash flow in 2009 includes $1,722 million of net 

working capital release; including $244 million in 

Q4

– Robust liquidity as at 31 December 2009:

• $2,949 million cash and short-term deposits

• $631 million committed unused credit lines

• Cash, short-term deposits and committed 

facilities  significantly exceed short-term debt 

obligations by $ 2,102 million

– Diversified funding base with comfortable maturity 

profile strengthened by new bond issues:

• Rouble15 billion bond in September 2009

• Rouble15 billion bond in February 2010

• USD 525 million bond (Severstal Columbus) 

in February 2010

–

Cash and Short-Term Deposits

Total and Net Debt
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Debt Schedule

Source: Company

– Minimal refinancing risk in 2010:

• At 31 December 2009 short-term debt of $1,320 

million; includes Columbus project financing repaid  

through $525 million bond proceeds in February 

2010

• Upcoming maturities to be repaid  from significant 

cash on hand

– Comfortable amortization profile over the next few years

– Major facility terms renegotiated in 2009 to increase 

covenant headroom and allow for greater operating and 

financial flexibility

– Principal Long-Term Borrowings

• $1,250 million Eurobond; maturing in 2013

• $375 million Eurobond; maturing in 2014

• €600 million EBRD loan; amortising from 2009 to 

2017

• $1,200 PFX million; amortising from 2010 to 2013

• 15 billion rouble exchange bonds; maturing in 2012 

with 2-year put option

• 15 billion rouble exchange bonds; maturing in 2013 

• $525 million bond (issued by Severstal Columbus); 

maturing in 2018

Short-Term Debt Schedule*

Short-Term and Long-Term Debt Schedule*

* Excluding accrued interest and unamortised balance of transaction costs
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Market Outlook and Severstal Investment Prorities
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Outlook

– Solid economic growth in emerging markets and gradual recovery in mature markets have improved outlook for 2010

– Russia 2010: further measured recovery in the oil and gas and construction sectors and incremental demand from automotive 

and machinery producers also expected to support sales

• Export markets (Europe, Middle East, Africa) will continue to be an important source of sales for Russian Steel

– North America 2010: moderate recovery anticipated with improvements in demand and pricing from the automotive and other 

steel consuming segments

• Better capacity utilisation and benefit from the flexibility in our cost base expected

– Growing demand from China for coking coal and iron ore has led to higher spot prices for these raw materials in 2010

• We believe this trend will be sustained during the year, leading to competitive cost advantage through our vertically 

integrated business model

– Combined with the benefits of the cost management and debt reduction we are well positioned to exploit improving steel 

markets in 2010
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− Target infrastructure & construction growth in Russia

− Target flexible costs and high value-added in the United States

– Scrap based mini-mill – light sections for 

construction

– 1.0 mt capacity

– On-stream in 2013

– 200 kt capacity

– On-stream by mid-2010
– Fabricated box sections for construction and 

machinery 

– 2nd polymer-coating line – 200 kt capacity

– On-stream by 2012

– Phase-II of scrap-based mini-mill – hot-rolled, 

cold-rolled, hot-dip galvanized sheets 

– 1.5 mt capacity

– On-stream by 2012

– New continuous pickling line and tandem mill
– 450 kt capacity

– On-stream by 2013

ī US$1.4bn total capex in 2010, reflects increased confidence in market outlook 

ī Focus on the Russian market and cycle-resilient mini-mill model

ī Support organic growth and enhanced product mix

Key Investment Projects

Balakovo

Sheksna 

Cherepovets

Columbus

Dearborn
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Investment Priorities: Russia

– Russian steel market showing steady recovery and good 

potential for further growth

– Strong steel production recovery highlights the global 

competitiveness of Russian steel

– Despite significant drop in apparent steel demand, Severstal 

Russian Steel has shown strong performance in 2009

– Profitability in Q4 2009 almost reaching pre-downturn levels

– Key strategic priority: To enhance our strong vertically integrated steel complex in Russia:

– Low-cost production base in a consolidated market

– Benefit from infrastructure and construction growth in CIS   
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Appendices
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Statement of Financial Position: Summary 

$ mln As at December 31, 2009 As at December 31, 2008

Current Assets 8,185 10,685

Non-current Assets 11,459 11,829

Total Assets 19,644  22,514  

Current Liabilities 3,828 4,838  

Non-current Liabilities 7,440  8,123

Total Equity 8,376   9,553

Total Equity and Liabilities 19,644   22,514
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Summary of Income Statement

$ mln unless otherwise stated 2009 2008 Change, y-o-y

Sales 13,054 22,393 (41.7%)

Cost of Sales (11,356)  (16,500)  (31.2%)

(Loss)/Profit from Operations (145) 4,216 n.m.

Operating Margin, % (1.1%) 18.8%

Net (Loss)/Profit (1,037) 2,029 n.m.

Net Margin, % (8.6%) 9.2%

EPS, $ (1.03) 2.01 n.m.

$ mln unless otherwise stated Q4 2009 Q3 2009 Change, q-o-q

Sales 3,919 3,487 12.4%

Cost of Sales (3,014) (2,922)  3.1% 

Profit from Operations 354 125 n.m.

Operating Margin, % 9.0% 3.6%

Net (Loss)/Profit (162) 71 n.m.

Net Margin, % (4.1%) 2.0%

EPS, $ (0.16) 0.07 n.m.
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Summary of Cash Flow Statement

$ mln 2009 2008

(Loss)/Profit Before Financing and Taxation (399) 3,207

Cash Generated from Operations 2,215 4,891

Interest Paid (552) (363)

Income Tax Paid (52) (1,094)

Net Cash from Operating Activities 1,611 3,434

Cash from Investing Activities (254) (4,811)

Additions to PP&E and IA (1,015) (2,115)

Cash from Financing Activities (1,158) 2,424

Effect of Exchange Rates on Cash and Cash Equivalents 1 (17)

Net Increase in Cash and Cash Equivalents 200 1,030

Cash and Cash Equivalents at Beginning of the Period 2,653 1,623

Cash and Cash Equivalents at End of the Period 2,853 2,653


