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1. OAO MMK

1.1 General Information

1.1.1. Full company name – the Magnitogorsk Iron and Steel Works Open Joint Stock Company.

1.1.2. Legal and postal address – 93 Ul.Kirova, Magnitogorsk, 455000, Russian Federation.

1.1.3. State registration No. 186, date of registration - 17.10.1992.

1.1.4.Taxpayer ID No. – 7414003633.

1.1.5. The Company’s auditor – ZAO KPMG, Moscow, license No. 0004761 dated 29.02.2000. Legal and postal address: 18/1 Olimpijsky prospect, Moscow 129110

1.1.6. Registry holder – ZAO Registry Company Status, Moscow, license No. 10-000-1-00237 dated 30.12.1997. Postal address: 1/64, ul. Dobrovolcheskaya, Moscow 109554. Legal address: 40, bld. 3, ul. Seleznyovskaya, Moscow 103473. 

1.1.7. Publication organs, where information on OAO MMK is published.

In compliance with Article 18 of OAO MMK Charter the information of OAO MMK is published in the following newspapers:

·  «Magnitogorsky Metall» weekly;

· «Magnitogorsky Rabochy» daily.

1.2. OAO MMK Shareholders:

The company’s authorized capital is 8,858,518 rubles. It is subdivided into 6,643,888 common (ordinary) shares with a nominal value of 1 ruble each and 2,214,630 preferred shares with a nominal value of 1 ruble each. There are no shares on the balance sheet of the company.

№
OAO MMK Shareholders owning ordinary shares of OAO MMK as of April 1, 2002
%

1
Property Relations Ministry of the Russian Federation
23,76%



2
ZАО «А - Kapitаl»
29,73%

3
*ООО МЕКОМ as trustee
17,86%

4
Fullwell Investments Limited
13,59%

5
ООО МЕКОМ
5,97%

6
ZAO IK RFZ
2,40%

7
ООО OMEGA - 99
2,21%

8
Physical Persons
3,15%

9
Other Legal Entities
1,34%

1.3. The Board of Directors of OAO MMK
The Board of Directors of OAO MMK consisting of the following 10 persons elected by the general shareholders’ meeting held on April 18, 2002 in compliance with the Company’s Charter (the titles are given as of 01.01.2002):

1. Victor F. Rashnikov, General Director of OAO MMK;

2. Andrey A. Morozov, First Deputy General Director of OAO MMK;

3. Viacheslav N. Yegorov, Director of the Russkaya Metallurgicheskaya Kompaniya (Russian Metallurgical Company) Closed Joint Stock Company, Chairman of the Board of Directors of OAO MMK;

4. Serguey V. Krivoschekov, Deputy General Director of OAO MMK for Strategic Planning and Property;

5. Victor A. Kutischev, Commercial Director of OAO MMK;

6. Gennady S. Senichev, Deputy General Director of OAO MMK for Finance and Economy;

7. Rafkat S. Takhautdinov, Deputy General Director of OAO MMK for Production and Construction;

8. Shalva P. Breus, Vice-Minister of Property Relations Ministry of the Russian Federation
9. Vladimir F. Yorikh – representative of Conares Trading AG

10. Victor B. Khristenko, Deputy Chairman of the Russian Federation Government;

Since the previous regular general shareholders’ annual meeting of OAO MMK, 14 meetings of the Board of Directors of OAO MMK were held at which issues concerning the MMK’s business were considered.

1.4. The Management Board of the Company

The following persons are on the Management Board of OAO MMK (the positions are shown as of 01.01.2002):

1. Victor F. Rashnikov, General Director;
2. Andrey A. Morozov, First Deputy General Director;
3. Vladimir I. Andriyanov, Director for Rail-way Transport;

4. Valentin V. Antoniuk, Director for Capital Construction;
5. Vladimir Z. Blizniuk, Chairman of the Trade Union;
6. Liubov T. Gamper, Head of the Legal Department;
7. Marina A. Zhemchuyeva, Chief Accountant;
8. Yevgueny V. Karpov, Chief Engineer;
9. Nikolay V. Lyadov, Head of the Security Administration;
10. Alexander L. Mastruyev, Director for Personnel and Social Programmes;

11. Aleksey A. Rudchenko, Director for Corporate Integration Policies;
12. Ivan F. Timoshenko, Director for General Affairs;
13. Alexander A. Ushakov, Director for Sales;
14. Arkady V. Chernov, General Director’s Aide;
15. Igor I. Shpak, Director for Finances and Economics.

Within the period from 01.01.2001 till 01.01.2002, 48 meetings of the Management Board were held, which reviewed issues of the current and long-term activities of OAO MMK within the competence of the Board.

1.5. The Company’s Audit Committee

In accordance with the Company’s Charter and Regulations on the Audit Committee of OAO MMK, the General Shareholders’ Meeting elected the following Audit Committee:

1. G.G.Chugunnikov (Chairman)

2. А.А.Кuznetsova (Deputy Chairman)

3. Е.N.Efimova

4. N.M.Kalimullina

5. А.М.Mitchin

6. А.V.Podyacheva

7. S.Yu. Spirin

8. L.А.Khlopotova

Within the period starting from the previous regular general shareholders’ meeting the Audit Committee held 23 meetings to discuss the results of inspections of OAO MMK’s financial and business activities.

2. Financial and Business Activities of OAO MMK

2.1. Description of the OAO MMK Activities During the Accounting Period.

2.1.1.The main activities of OAO MMK in 2001 were production and sale of ferrous metal products. Production of rolled products (as shipped) in 2001 amounted to 9,234,200 tons, which is 3.7% higher than in2000.

Main performance indicators of OAO MMK for the period of 2000 and 2001

thou. t


Reported in
Reported in
As compared to the year 2000

DESCRIPTION


%
Difference


2000
2001



Iron ore – total
1 189,6
1 242,5
104,5
53,0

Sinter
8 624,7
9 117,6
105,7
492,9

Coke (6 % moist) - ММК
5 002,4
4 918,3
98,3
-84,1

Pig Iron
8 467,0
8 861,9
102,3
194,9

Steel - total
10 014,1
10 323,9
103,1
309,8

Rolled Products (as rolled)
9 199,8
9 468,9
102,9
269,1

Rolled Products (as shipped)
8 905,5
9 234,2
103,7
328,8

Commercial steel





products
8678,3
9 011,4
103,8
333,0

inc. billets and slabs
879,5
1 232,4
140,1
352,9

         long products
1284,8
1 290,9
100,5
6,1

         flat products
5 639,0
5 569,1
98,8
-69,9

         down-stream products
875,1
919,0
105,0
43,9

Export 





Steel Products
5 145,9
4 812,9
93,5
-333,1

% of export
59,3
53,4

-5,9

2.1.2. Analysis of sales markets

Export markets geographical breakdown

Region
2000

+/-

Africa
141
76
-65

Western Europe and Scandinavian countries
903
713
-190

Eastern Europe
124
111
-13

Middle East
1 567
1 272
-293

South-East Asia and Far East
2 172
2 422
250

Central and South America
80
38
-42

North America
56
40
-16

 New Baltic States and Ukraine
103
139
36

TOTAL
5 146
4 813
-333

Domestic market geographical breakdown

Economic Region
2000
2001
+/-

Urals
1 786
1 745
-42

Volga
448
632
184

Volgo-Vyatsky
165
334
169

Central
667
818
151

Central Black Soil
57
58
1

North Caucasus
98
173
75

West Siberia
147
200
53

East Siberia
59
81
22

Russian Far East
22
27
5

North-West
49
72
23

North
13
16
3

West
0
5
5

CIS countries
21
39
19

Total
3 532
4 198
666

2.1.3. Main results of ОАО «ММК» in 2000 and 2001

Description
Unit
2000
2001
+/-

Production of Steel Products
thou MT
8 678,3
9 011,2
332,9

 - domestic market
thou MT
3 532,4
4 198,3
665,9

 - export
thou MT
5 145,9
4 812,9
-333,0

Steel Shipments
thou MT
8 378,0
8 979,1
601,0

 - domestic market
thou MT
3 513,7
4 186,2
672,5

 - export
thou MT
4 864,4
4 792,9
-71,5

Steel Sales
mln RUR
43 796,9
45 047,3
1 250,4

 - domestic market
mln RUR
21 531,8
25 307,0
3 775,2

 - export
mln RUR
22 265,1
19 740,3
-2 524,8

Steel Products’ Price
RUR/MT
5 227,6
5 016,9
-210,7

 - domestic market
RUR/MT
6 128,0
6 045,4
-82,6

 - export
RUR/MT
4 577,2
4 118,7
-458,5

Steel Products’ Cost
mln RUR
30 320,2
37 164,0
6 843,8

 - domestic market
mln RUR
13 578,4
18 319,7
4 741,3

 - export
mln RUR
16 741,7
18 844,3
2 102,5

Steel Products’ Cost per Ton
RUR/MT
3 619,0
4 139,0
520,0

 - domestic market
RUR/MT
3 864,5
4 376,3
511,8

 - export
RUR/MT
3 441,7
3 931,7
490,0

Profit from Steel Sales
mln RUR
13 476,7
7 883,3
-5 593,4

 - domestic market
mln RUR
7 953,4
6 987,3
-966,1

 - export
mln RUR
5 523,3
896,0
-4 627,3

Profitability of Steel Sales
%
44,4%
21,2%
-23,2%

 - domestic market
%
58,6%
38,1%
-20,4%

 - export
%
33,0%
4,8%
-28,2%

Sales of other products
mln RUR
2 584,5
2 297,1
-287,4

Cost of other products
mln RUR
2 431,3
2 193,7
-237,6

Total Sales
mln RUR
46 381,4
47 344,4
963,0

Total Cost
mln RUR
32 751,5
39 357,8
6 606,3

Total Profit from Sales
mln RUR
13 629,9
7 986,7
-5 643,3

Total Profitability
%
41,6%
20,3%
-21,3%

2.1.4.Changes in the Long-Term Financial Investments of OAO MMK for the year 2001




mln.rubles

Description
As of 01.01.2001
As of 01.01.2002
Change

Total long-term financial investments, including:
1 945,5
3 944,5
1 999,0

Investments in subsidiaries
1 252,2
1 646,2
394,0

Investments in affiliated companies
61,1
62,8
1,7

Investments in other organizations
30,1
1 497,8
1 467,7

Loans extended for the period over 12 months
157,8
106,0
-51,9

Other long-term financial investments
444,3
631,7
187,4

2.1.5.The main capital investment projects of OAO MMK in 2001 were as follows:

· Construction of continuous hot-dip galvanizing line with a capacity of 500 thousand tons per year. The capital costs of this project amounted to RUR 1366 mln in 2001.

· Slitting line No.8 in Rolling Shop No.5 with a capacity of 500 thousand tons per year. The line was commissioned in 2001. The capital costs amounted to RUR 269 mln.

· Reconstruction of Continuous Casting Machine in Basic Oxygen Converter (BOF) Shop. The year 2001 saw the supply of the equipment and commissioning of CCM No. 3; supply of documentation and partial supply of equipment for CCM No. 2. The amount of the funds spent in 2001 was RUR 722,25 mln.

· Two-Stand Reversing Cold Mill with a capacity of 800 thousand tons per year. The mill is to be commissioned in 2002 and civil and erection works are under way. 238 million rubles were spent on the project in 2001.

· Light-Section Mill with a capacity of 400 thousand tons per year. The mill was commissioned in 2001. In 2000 335 million rubles were invested in the project.

· Reconstruction of sintering machines. Sintering machines Nos. 11, 12, 9 have been put into operation at Sinter Plant No.3. Sintering machine No. 10 is planned to be commissioned in 2002. The capital costs in  2001 amounted to RUR 164,71 mln.

· Reconstruction of Oxygen Unit No.6. Commissioning of the unit is planned for the year 2002. The amount of funds spent for all sintering machines in 2001 amounted to RUR 261,5 mln. 

· Electrode Manufacturing Shop with a capacity of 12 thousand tons per year for conventional electrodes and 2200 tons for special purpose electrodes. Electrode manufacturing shop (first stage) was commissioned in 2001. The second stage equipment is erected and ready for acceptance. The capital costs in 2001 amounted to RUR 85 mln.

2.1.6.Labour and wages, social sphere

Description
Measuring unit
2000
2001
Change

Total personnel
men
33 431
33 837
101,2

including production and auxiliary personnel
men
32 693
33 396
102,2

Labour productivity (monthly average)
equiv.t/man


27,6
28
101,4

Labour productivity (monthly average)
thous. RUR/man
119,5
120,1
100,5

Average wages per employee
rubles
5 237,0
7 124,0
136

Financing of social sphere facilities and charity

Description
2000
2001
Change

Material Incentives Fund
8,2
10,22
2,0

Financing of social sphere facilities, including
450,11
393,36
-56,75

health care, recreation and child care institutions
166,31
104,41
-61,9

medical institutions
76,45
66,94
-9,5

cultural and sports facilities
50,81
40,9
-9,9

ice hockey club
102,44
113,44
11,0

transportation of employees
14,61
18,8
4,2

other
39,51
48,88
9,37

Charity, including
169,17
122,1
-47,07

Metallurg Charity Fund
123,11
88,8
-34,3

 other institutions
46,06
33,3
-12,76

TOTAL
627,48
525,67
-101,8

2.2.Main financial indicators of OAO MMK for the accounting period.

2.2.1. ОАО ММК Aggregated Balance Sheet for 2001.

million rubles

   ASSETS
As of 01.01.01
As of 01.01.02

1.Non-Circulating Assets 



Fixed assets
11 346,5
16 866,9

Other non-circulating assets
7 722,3
10 656,6

TOTAL for Section «Non-Circulating Assets»
19 068,8
27 523,5

2.Current Assets



Inventory and costs
5 484,0
7 617,1

VAT on purchased valuables
737,6
2 072,2

Receivables
2 477,7
4 674,9

Short-term financial investments
931,1
1 557,2

Money funds 
373,0
946,3

TOTAL for Section «Current Assets»
10 003,4
16 867,7

BALANCE SHEET VALUE
29 072,1
44 391,2

LIABILITIES
As of 01.01.01
As of 01.01.02

4.Capital and Reserves



Own funds
21 201,4
21 167,8

Retained profit
1 722,7
7 303,4

TOTAL for Section «Capital and Reserves»
22 924,1
28 471,2

5.Long-Term Liabilities
 319,9
2 015,7

6.Current Liabilities
 
 

Credits and loans
1 097,9
5 249,2

Accounts payable
4 659,4
8 593,8

Others
70,9
61,3

TOTAL for Section «Current Liabilities»
5 828,2
13 904,3

BALANCE SHEET VALUE
29 072,1
44 391,2

2.2.2.Profit and Loss Account

million rubles

Item
Line Code


2000 
2001
Difference

Proceeds from sales of goods and services (minus VAT, excise tax and other payments)
010
46 381,4
47 344,4
963,0

Cost of sales
020
32 160,6
38 673,8
6 513,2

Selling costs
030
590,9
684,0
93,1

Administrative costs
040




Profit (loss) from sales (lines 010-020-030-040)
050
13 629,9
7 986,7
-5 643,3

Interest receivable
060
15,6
24,5
8,9

Interest payable
070
235,6
266,8
31,2

Income from participation in other organizations
080
166,7
31,8
-134,9

Other operating income
090
32 143,0
45 574,7
13 431,8

Other operating expenditures
100
34 797,0
45 846,7
11 049,7

Profit (loss) from financial and business activities

(lines 050+060-070+080+090-100)
110
10 922,6
7 502,0
-3 420,6

Non-operating income
120
646,4
606,7
-39,7

Non-operating expenditures
130
1 653,4
381,0
-1 272,4

Profit (loss) before taxation (lines 110+120-130)
140
9 915,6
7 729,9
-2 185,7

Profit tax and other similar payments
150
2 704,5
1 217,9
-1 486,6

Retained profit (loss) of the accounting period (lines 140-150)
160
7 211,1
6 512,0
-699,1

Amount of profit spent on charity and social payments
185
321,5
444,7
123,2

Remaining profit (lines 160-185)
190
6 889,6
6 067,3
-822,3

Amount spent on formation of the capital investments financing fund in compliance with the profit distribution plan approved by the annual shareholders’ meeting
200
6 737,2
5 934,5
-802,7

2.2.3 Distribution of profit and loss in 2001

Description
Amount

Retained profit (loss) of previous years
1 722,7

Retained profit (loss) of the accounting year
6 067,3

Total retained profit
7 790,0

Use of retained profit of the accounting year and previous years

Dividends for 2000
88,1

Social needs and charity
81,4

Out-of-profit expenses
317,2

Financing of capital investments
7170,7

Total use of profit
7657,2

Profit remaining according to performance results of 2001
132,7

2.2.4. Financial Ratios for 2000

Description
As of 01.01.01
As of 01.01.02

The current liquidity ratio
1,79
1,22

The capital adequacy ratio
0,40
0,06

The solvency recovery ratio
0,98
0,47

2.2.5. Main Changes in the Accounting Policy of 2001 as compared to 2000:

· An accelerated depreciation ratio of 2.00 has been established for computers.

· The production costs accounting has been changed. In the accounting year administrative expenses were charged to the cost of products manufactured or services rendered, while in 2000 such costs were written off directly to account 46 “Sales of Goods and Services”.

· The item “Proceeds from Sales of Goods and Services” has been supplemented. Payment for the goods is deemed to be effected upon cessation of the cross obligation of the purchaser of the above goods (services) towards the tax payer, this obligation being directly connected with the supply (transfer) of such goods (works, services), except for cessation of the cross obligation by issuance by the purchaser of a promissory note. In the case of transfer of the promissory note payment for such goods (services) is considered to be effected upon paying such note by the issuer (or any other person) or transfer of such promissory note by a taxpayer by endorsement in favour of the third party.

· An item “Consolidated Accounting Reports’ has been added. The Consolidated accounting reports bring together the accounting reports of OAO MMK and its subsidiaries and also include the data on the affiliated companies. OAO MMK’s subsidiaries having their own subsidiaries and affiliated companies in addition to their own accounting report make up the consolidated accounting report, which includes the accounting reports of such companies.

2.2.5. Payments by OAO MMK to the State Budget and Non-Budget Funds in 2001

Taxes, budget charges and other payments 

million rubles

Item
Calculated for the year
Paid during the year

Value added tax
110,7
172,9

Property tax
391,7
370,3

Profit tax
1 187,4
1 291,7

Housing maintenance tax
-4,8
126,5

Land tax
96,1
91,7

Income tax
401,6
389,5

Advertising tax
0,2
0,2

Other taxes
111,9
113,9

Penalties
4,7
0,2

Total
2 299,5
2 557,0

Non-budget payments and allocations 

million rubles
Taxes
Calculated
Paid

Users of roads and highways
454,8
299,3

Sale of fuel and lubricants
0,0
0,0

Purchase of motor vehicles
1,0
1,7

Motor vehicles’ owners
2,4
2,5

Medical insurance fund
100,3
95,9

Social insurance fund
174,0
183,3

Employment fund
0,0
2,4

Pension fund
784,0
756,2

Total 
1 516,6
1 341,3

Total payments to the state budget and non-budget funds in 2001 amounted to 3,898,200,000 rubles, that is, 115,206.5 rubles per employee, or 102,894.3 rubles per employee less than in 2000.

2.2.7.The Reserve Fund.

In accordance with the Charter of the Company, a reserve fund was set up in the amount of 2,215,000 rubles, which represents 25% of the authorized capital. The reserve fund had been fully formed, and was not used for any purposes in the accounting year.

2.2.7.Net Assets of OAO MMK

№
Item
As of 01.01.00
As of 01.01.01
Change

1
Total net assets (million rubles)
22 246,8
26 448,5
4 201,7

2
Authorized capital (million rubles)
8,9
8,9
0,0

3
Additional capital from revaluation (million rubles)
10 766,0
10 732,0
-34,0

4
Reserve fund (million rubles)
2,2
2,2
0,0

5
Ratio of net assets to authorized capital and additional capital from revaluation (line 1/(line 2 + line 3)) (%) 
206,5%
246,2%
39,8%

6
Ratio of net assets to the sum of authorized capital, additional capital from revaluation and reserve fund (line 1/(line 2 + line 3 + line 4)) (%)
206,4%
246,2%
39,8%

The Company’s net assets as of the end of the accounting year amounted to 26,448.5 million rubles. They increased by 4,201.7 million rubles (by 18.9%) during the accounting period.

2.2.9.Accounts payable 

The total payables as of 01.01.2001 amounted to 4,659,400,000 rubles. As of 01.01.2002 the total payables were 8,593,400,000 rubles, which is 3,934,400,000 rubles more.

2.2.9.Accounts receivable 

The total receivables as of 01.01.2001 amounted to 2,477,700,000 rubles. As of 01.01.2002 the total receivables were 4,674,900,000 rubles (inc. 266.8 million rubles of receivables to be paid after the period over than 12 months). Increase of the receivables in 2001 amounted to 2,197,100,000 rubles.

3. Main projected indices of production and sales for 2002

Production of Steel Products
thou t
2 180,00
2 290,00
2 320,00
2 210,00
9 000,00

 - domestic market
thou t
1 080,00
1 145,00
1 160,00
1 115,00
4 500,00

 - export
thou t
1 100,00
1 145,00
1 160,00
1 095,00
4 500,00

Steel Sales
mln RUR
11 330,35
11 983,52
12 721,00
12 503,90
48 538,78

 - domestic market
mln RUR
6 535,27
6 924,11
7 255,70
7 082,86
27 797,94

 - export
mln RUR
4 795,08
5 059,42
5 465,30
5 421,04
20 740,84

Steel Products’ Price
RUR/MT
5 197,41
5 232,98
5 483,19
5 657,87
5 393,20

 - domestic market
RUR/MT
6 051,17
6 047,26
6 254,91
6 352,34
6 177,32

 - export
RUR/MT
4 359,16
4 418,70
4 711,46
4 950,72
4 609,08

- export
$/MT
9 873,43
10 565,86
11 262,74
11 230,87
42 932,89

Steel Products’ Cost
mln RUR
4 529,09
4 613,91
4 854,63
5 081,84
4 770,32

Steel Products’ Cost
RUR/MT
1 456,92
1 417,66
1 458,26
1 273,04
5 605,89

Profit from Steel Sales
mln RUR
14,76%
13,42%
12,95%
11,34%
13,06%

Profitability of Steel Sales
%
494,15
501,75
530,33
529,59
2 055,81

Sales of other products
mln RUR
457,55
473,38
505,07
504,37
1 940,37

Cost of other products
mln RUR
36,60
28,36
25,25
25,22
115,44

Profit from other products sales
mln RUR
8,00%
5,99%
5,00%
5,00%
5,95%

Profitability of other products sales
%
11 824,50
12 485,27
13 251,33
13 033,49
50 594,59

Proceeds from sales of goods, products, services
mln RUR
10 330,97
11 039,24
11 767,81
11 735,24
44 873,26

Cost of sales of goods, products, services
mln RUR
1 493,53
1 446,03
1 483,52
1 298,26
5 721,33

Profit from sales
mln RUR
14,46%
13,10%
12,61%
11,06%
12,75%

Profitability
%






Plan for distribution of profit and losses in 2002

Description
Amount

Profit from sales
5 721,3

Operating and non-operating income
390,1

Operating and non-operating expenses
2 771,3

Income before tax
3 340,1

Profit tax and other similar payments
993,5

Profit planned for distribution in 2002
2 346,6

Retained profit of 2001
132,7

Total
2 479,3

Planned use in 2002

Dividends for 2001
90,0

Financing of capital investments
2 389,3

Total
2 479,3

