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TMK PROFILE
TMK is one of the world’s leading producers
and suppliers of steel pipe for the oil and gas
industry.

No.1

TMK Group is an advanced vertically
integrated manufacturer and supplier of
competitive high-tech tubular products, with
an extensive sales network and expertise in
shipping its products to customers in over
80 countries. With its unique production
and service capabilities TMK supplies a
wide range of customers, offering effective
solutions to their operational challenges.
The Company was founded in 2001
and currently (as at the date of this Report)
operates over ten production assets
in Russia, Romania and Kazakhstan.
TMK’s core business is the production
and sales of seamless and welded pipe,
including large diameter pipe, pipe with
premium connections, combined with

an extensive range of services in heat
treatment, protective coating, premium
connections threading, pipe storage
and repair.
TMK comprises four Russian production
sites – Volzhsky Pipe Plant, Seversky Pipe
Plant, Sinarsky Pipe Plant and Taganrog
Metallurgical Works (TAGMET), as well
as TMK-ARTROM and TMK-RESITA in
Romania. The Company also owns four
oilfield service assets in Russia, which
form the TMK Oilfield Services division, as
well as TMK-Kaztrubprom (Kazakhstan).
TMK has several trading companies and
representative offices located in Russia,
Europe, the USA, the UAE and other
countries.
TMK’s research efforts are spearheaded
by the Russian Research Institute of the
Tube & Pipe Industries (ROSNITI) located

in Chelyabinsk, Russia. The center focuses
on new product design and development,
experimental and validation testing and
advanced research. In late 2019, to foster
innovation and boost its R&D potential, the
Company launched a new R&D facility in
the Skolkovo Innovation Center located in
Moscow, Russia.

The Company’s securities are traded on
the Moscow Exchange and London Stock
Exchange under tickers “TRMK RM” and
“TMKS LI”.

63%
Shareholder Information

Corporate Governance Report

23%

share of the Russian pipe
market

share in the seamless OCTG
segment in Russia

Strategic Report

share of the Russian
premium connections
market

In January 2020, PAO TMK closed the sale
of 100% of the shares of IPSCO Tubulars
Inc. to Tenaris. The transaction was in line
with TMK’s current strategy of reducing
the Group’s leverage through monetizing
its international assets. The consideration
received by TMK amounted to $1.067
billion*.

in Russia by sales of
tubular products

Company at a Glance

72%

* Estimated as of the closing date, January 02, 2020.
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KEY INVESTMENT HIGHLIGHTS

1

One of the world’s leading
pipe manufacturers.
Russian leader in premium
products

Company at a Glance
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2

Strategic Report

Attractive market
fundamentals in Russia

Shareholder Information

High-quality and wellestablished client base
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Stable margins and
superior earnings
resilience through the
cycle supported by vertical
integration

Appendices

6

5

Strong deleveraging post
IPSCO Tubulars Inc. sale

Experienced management
team and strong capital
markets track record

TMK
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KEY INDICATORS

4,767
Revenue in 2019 in $ million

Sales, thousand tonnes
3,784

3,989

Revenue, $ million
5,099

3,828

Adjusted EBITDA, $ million

Adjusted EBITDA margin, %

4,767

4,394

1,113

1,246

1,177
700

688

2018

2019

605
2,671

2,743

13.8

13.7

2017

2018

14.4

2,651

Seamless
Welded

2017

2018

2017

2019

2018

2019

2017

2019

Note: Certain monetary amounts, percentages and other figures included in the Annual report are subject to rounding adjustments. Totals therefore do not always add up to exact arithmetic sums.
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Investments, $ million

Net debt/EBITDA

273
233

688

2017

4.44
219

2018

2019

Total pollutant emissions, thousand tonnes

2017

3.48

3.64

2018

2019

Accident frequency rate

EBITDA in 2019 in $ million

1.52
11.1

2017
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2018

1.37

10.5

2019

0.92

2017

2018

2019
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RATINGS
ESG ratings

Credit ratings

Long-term credit rating

Outlook
Long-term credit rating,
national scale
Last revised

S&P Global

Moody's

BB-

B1

Negative

Positive

Stable

–

–

ruA

20/04/2020

01/22/2020

15/04/2020

In May 2019, the Group’s MSCI ESG (Environmental, Social and Governance) rating was
upgraded from “B” to “BB”.

RAEX (Expert RA)

In January 2020, ISS assigned the Group a score of 2 for
governance, 6 for social score and 4 for environmental
(on a scale from 1 to 10, where 1 indicates the lowest risk
and 10 indicates the highest risk).

For more details on credit ratings, see Company’s Securities on p. 50
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TMK GROUP’S GROWTH HISTORY
Truboplast
Russia

TMK NGS-Nizhnevartovsk
Orsky Machine Building
Plant
Russia

TMK NGS-Buzuluk
Russia

TMK-CPW
Russia

2001

2004

2006

2007

TAGMET

TMK-Kaztrubprom

ТМК IPSCO
Canada

Kazakhstan

Canada

2008

2012

TMK-ARTROM

Sinarsky Pipe Plant

TMK-RESITA

Russia

Romania

2013 2015

IPSCO Tubulars Inc.

ТМК Completions
Canada

2016

2017 2018

2020

SPO

IPO

Volzhsky Pipe Plant
Seversky Pipe Plant

Sale of 100% of the
shares of

ТМК GIPI

ТМК IPSCO
USA

Оman

Note: TMK’s growth history is presented without taking into account the disposal of certain assets and a decrease in ownership.
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TMK GROUP’S ASSET
STRUCTURE AND GEOGRAPHY
As at December 31, 2019, TMK operated more
than 20 production sites in Russia, the USA,
Canada, Romania and Kazakhstan, as well
as two R&D centers in Russia and one R&D
center in the USA.
On January 02, 2020, PAO TMK closed the
sale of 100% of the shares of its US subsidiary,
IPSCO Tubulars Inc., to Tenaris. Following the
transaction, TMK Group now comprises its
Russian and European divisions represented
by more than ten production assets located in
Russia, Romania and Kazakhstan, two R&D
centers in Russia, as well as trading companies
in Russia, Europe, the USA and the UAE.

NORTH AMERICA
01 TMK Industrial Solutions
02 TMK Overseas

19

EUROPE
03 TMK-ARTROM Headquarters
(TMK European division)
04 TMK-ARTROM
05 TMK-RESITA
06 TMK Europe, Germany
07 TMK Global, Switzerland
08 TMK Italia, Italy

22
06
07
08

Strategic Report

Corporate Governance Report

10

11

02
01
01

12
20
15
14

18
13
21

Sustainable Development Report

24

23

RUSSIA AND THE CIS
09 TMK Headquarters
10 TAGMET
11 Volzhsky Pipe Plant
12 Seversky Pipe Plant, TMK-CPW
13 Sinarsky Pipe Plant, TMK-INOX
14 Orsky Machine Building Plant
15 Orsky Machine Building Plant
16 Trade House TMK
17 Representative Office of TMK in Turkmenistan
18 Truboplast
19 TMK NGS-Nizhnevartovsk
20 TMK NGS-Buzuluk
21 ROSNITI
22 R&D facility in Skolkovo

Shareholder Information

04
05
03

09

17

MIDDLE EAST, ASIA AND AFRICA
23 TMK Middle East, UAE
24 Representative Office of Trade House TMK in China

Company at a Glance
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* The Russian division represents the results of
operations and financial position of plants located
in the Russian Federation, a finishing facility in
Kazakhstan, oilfield service companies in Russia and
traders located in Russia, the United Arab Emirates and
Switzerland.

Management

Appendices

Production

Sales

** The European division represents the results of
operations and financial position of plants located in
Romania and traders located in Italy and Germany.
Note: Asset geography as at the date of this Annual Report.

Oilfield services

Research and development

TMK GROUP’S ASSET STRUCTURE
AND GEOGRAPHY

9

STRATEGIC REPORT
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LETTER TO SHAREHOLDERS
Dear Shareholders,
In many respects, 2019 marked a watershed moment for
TMK. During the year, the Company radically transformed
its structure and changed its business approach,
while continuing to diversify its trading and production
segments. Through the opening of a new R&D center in
Skolkovo, we also remained focused on developing our
range of high-tech products to consistently meet demand
from our major customers, as well as to strengthen our
R&D expertise and ability to develop innovative solutions.
In 2019, TMK maintained its position as one of the leading
suppliers to the global pipe market, despite challenges
in the North American and European markets. The
Company shipped 3.8 million tonnes of pipe, including
1.8 million tonnes of OCTG, ramping up its share in the
global seamless OCTG market from 13% in 2018 to 15%
in 2019. TMK remains the dominant manufacturer of
tubular products for the Russian oil and gas industry
(at the end of the reporting year, our share in the seamless
OCTG segment amounted to 63%), as well as the largest
manufacturer of premium connections (72% of the
Russian market).
Our Russian division delivered a strong year-on-year
performance in 2019, achieving a 5% increase in total
sales, supported by stable demand for OCTG (up 3%
year-on-year) and strong sales of large-diameter pipes
(up 54% year-on-year). As hydrocarbon production

Dmitry Pumpyanskiy,

projects across the globe became increasingly complex,
shipments of premium threaded connections by the
Russian division were up 15% year-on-year, reflecting
growing demand for our unrivalled premium product
line. All this has substantially improved the financial
results of our Russian division for 2019, with revenue up
by 6%, adjusted EBITDA up by 31% and adjusted EBITDA
margin up by 3 p.p. to 17%.
The pivotal strategic decision of 2019 was the 100% sale
of TMK’s US subsidiary, IPSCO Tubulars Inc., to Tenaris.
This move was in line with the Company’s strategy of
reducing its leverage by monetizing international assets,
and has reshaped our footprint. The transaction was
closed in early January, while the proceeds have already
helped deleverage the Company. At the same time, TMK
will maintain its presence in the North American market
through a six-year master agreement, under which
Tenaris will be the exclusive distributor of TMK’s OCTG
and line pipe products in the United States and Canada.
During 2019, TMK ramped up the production and
R&D capabilities of its Russian division. For example,
Seversky Pipe Plant continued the construction of a
new 300 ktpa pipe heat treatment facility, which was
launched in late January 2020. The facility will increase
our output of premium tubular solutions, primarily for
developing hard-to-recover reserves, and operating

Chairman of PAO TMK’s Board of Directors
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LETTER TO SHAREHOLDERS
in aggressive environments and challenging climatic
conditions. About RUB 5.5 billion was invested in the
project, with 110 new jobs created.
In the autumn of 2019, we commissioned our state-ofthe-art R&D facility in the Skolkovo Innovation Center,
boasting a unique set of equipment designed primarily
for development, digital modeling and complex testing
of innovative materials, structures and technologies. As
the first of its kind in Russia, the new R&D facility will
cement TMK’s leadership in pipe innovation. It is also
only the world’s fifth facility to feature a similar set of
test benches and equipment.
In 2019, TMK made further progress on efficiency
improvements, business transformation and
digitalization. The Company has been consistently
deploying digital solutions across its operations, while
developing corporate IT systems and IT infrastructure.
TMK places a particular emphasis on developing a customerfocused approach, including by giving more ownership to
horizontal sales departments. The Company has seen a
paradigm shift in its market approach: we no longer consider
ourselves as just a provider of unique solutions, but now as a
provider of global customer services.

Last year, we stepped up our efforts to limit the
environmental impact of our operations, by adopting a
new, more ambitious Environmental Policy, focused not
only on mitigating our environmental impact, but also
on expanding our local environmental projects, while
offering increasingly greener products. In 2019, the
Company’s environmental expenditures totaled almost
$37 million, with a total of 23 environmental projects
implemented.
The Company continued to roll out a number of measures
to improve working conditions and occupational safety
across its operations and achieved a 33% improvement in
its accident frequency rate year-on-year across the Group,
with no work-related fatalities reported during the year.
TMK is entering 2020 reinvigorated. Our business is better
focused and has a strengthened technology foundation
that will help us leap forward. It is evident that 2020
will be a challenging year for the entire world, but we
will continue to build on our track-record of efficiency
improvements, strengthen our governance, invest in
employee development, further enhance our product
offering, improve our customer focus, and eventually
increase shareholder value despite all of these early
headwinds.

Igor Korytko,
CEO of PAO TMK
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KEY HIGHLIGHTS
JANUARY

Sinarsky Pipe Plant
commissioned new highperformance equipment (VSC
400 CM vertical pick-up turning
machine from German EMAG)
to produce couplings in various
sizes for high-strength pipes with
premium threaded connections.

FEBRUARY

Sinarsky Pipe Plant opened a
qualification assessment center
to evaluate employee skills
against professional standards,
the first center in the Russian
metals and mining industry to be
registered by the National Agency
for Qualification Development.

TAGMET received an IATF
16949:2016 certificate of
conformity for its quality
management system. This
enables the plant to sell
continuously cast round
carbon and alloy steel billets to
international vehicle component
manufacturers.

Company at a Glance
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MARCH

2019

MAY

TMK signed a Stock Purchase
Agreement with Tenaris for the
sale of 100% of the shares in IPSCO
Tubulars Inc.
Sinarsky Pipe Plant produced
its first Q125-grade casing pipe
with TMK UP CENTUM threaded
connections. The first batch of
186.76 tonnes of casing pipe
with TMK UP CENTUM threaded
connections was shipped to a
subsidiary of Gazprom Neft.

TMK and State Atomic Energy
Corporation Rosatom signed an
agreement on cooperation in
the production and use of hightech tubular products, including
the joint development of new
steel pipes. The document also
establishes strategic areas
for collaboration on import
substitution and cooperation
on high-potential projects in
the Russian and international
markets.

Russian Prime Minister Dmitry
Medvedev awarded TMK
executives with the 2018 Russian
Government Prize in Science and
Technology for developing and
implementing a range of highperformance technologies for
manufacturing next-generation,
import-substituting seamless steel
pipes to develop hard-to-recover
hydrocarbon reserves.

Shareholder Information

APRIL

JUNE

Corporate Governance Report

Sustainable Development Report

Appendices

TMK and the National Petroleum
Company of the Congo
(SociétéNationale des Pétroles
du Congo, SNPC) signed a
memorandum of understanding
to solidify the parties’ intention
to jointly plan and develop an oil
products pipeline on the territory
of the Republic of the Congo with
the support of both countries’
governments.

TMK and NOVATEK signed
a Strategic Partnership and
Cooperation Agreement until
2023. The agreement outlines
key policies and approaches for
supplying TMK’s premium casing
and tubing to NOVATEK and
introduces formula pricing.
PAO TMK’s General Meeting of
Shareholders approved a final
dividend for 1Q 2019 of RUB 2.55
per ordinary share.

KEY
HIGHLIGHTS
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JULY

TMK and Ural Federal University
named after the first President
of Russia B.N. Yeltsin signed an
agreement on cooperation that
covers digitalization, IT, career
advising, education, consulting,
R&D, and expert support.

AUGUST

TMK opened a representative
office in Sakhalin to provide
technical support to its
consumers in the region and
ensure the supply of premium
products and related services.

Strategic Report

2019

OCTOBER

NOVEMBER

TMK took leading positions in the
Responsibility and Transparency,
and Sustainable Development
rankings by the Russian Union of
Industrialists and Entrepreneurs
(RSPP) and also topped the annual
rating for social effectiveness
among Russian metals and mining
companies, compiled by AK&M
Analytical Information Agency.

Sinarsky Pipe Plant
commissioned an advanced
automated nondestructive test
line LKT-STTZ with a capacity of
at least 60 pipes per hour. The
line uses ultrasonic and magnetic
flux techniques of nondestructive
testing.

TMK participated for the first time
in the Eastern Economic Forum,
acting as its partner.

Company at a Glance

SEPTEMBER

DECEMBER

Shareholder Information

TMK delivered the second batch
of 244.45-mm (11.99-mm walls)
L80-grade casing pipe with TMK
UP PF threaded connections
to Sakhalin Energy Investment
Company Ltd. (Sakhalin Energy) for
the Sakhalin-2 oil and gas project.
The order was completed under a
long-term contract for the supply
of premium OCTG signed between
TMK and Sakhalin Energy in
October 2017.

Corporate Governance Report

Sustainable Development Report

TMK and Saudi Arabian Oil
Company (Saudi Aramco) signed a
memorandum of understanding,
which provides for the development
of cooperation in prospective areas
for both companies.
TMK’s R&D facility in Skolkovo was
launched. Russian Prime Minister
Dmitry Medvedev visited the facility
on October 22.

Appendices

TMK and Metalloinvest signed
an agreement for the supply of
hot-briquetted iron (HBI) and
strip, providing for about 240
thousand tonnes of HBI to be
supplied during 2020 and about
75 thousand tonnes of strip in the
medium term.
TMK and Prommashkomplekt
LLP, a Kazakhstan-based
manufacturer of products for the
rail industry, signed an agreement
effective through 2022 for the
supply of up to 65 thousand tonnes
of continuously cast round billets
annually by TMK.

According to the National
Corporate Governance Index
annual survey, TMK ranked
among the Top 20 Russian
companies with the best corporate
governance disclosures in 2019.
Volzhsky Pipe Plant and TAGMET
won the award of the 15th
national contest Environment
Leader of Russia 2019 in the Best
Environmentally Responsible Steel
Company category.

KEY
HIGHLIGHTS
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JANUARY

2020

On January 02, TMK closed
the sale of 100% of the shares
of IPSCO Tubulars Inc., a deal
aligned with TMK’s current
strategy. The proceeds from the
deal will ensure TMK’s stability
and further development.
Following the closing of the deal,
the parties entered into a sixyear master agreement whereby
Tenaris will be the exclusive
distributor of TMK’s OCTG and
line pipe products in the United
States and Canada.

Company at a Glance
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TMK and Sakhalin Energy agreed
on a joint program outlining and
scheduling technical measures
to enhance customer service
and technical support for
tubular product supplies for the
Sakhalin-2 project. The measures
include storage and maintenance
of the tubulars supplied for the
project.

Shareholder Information

Seversky Pipe Plant launched a
new heat treatment facility with
an annual capacity of up to 300
thousand tonnes of pipe. The
facility will produce premium pipe
products for use in developing
hard-to-recover deposits as
well as drilling in aggressive
environments and in the Far
North. Investments in the project
totaled about RUB 5.5 billion, with
110 new jobs created.

Corporate Governance Report

FEBRUARY

APRIL

On January 22, 2020, Moody’s
Investors Service (Moody’s)
changed the outlook on TMK’s
credit rating from stable to
positive and affirmed the
Company’s “B1” corporate family
rating.
On January 29, 2020, S&P Global
Ratings upgraded TMK’s credit
rating from “B+” to “BB–” with
a stable outlook.

Sustainable Development Report

Appendices

PAO TMK completed a $500
million seven-year Eurobond
issue with a coupon of 4.3%.

On April 03, 2020, TMK fully
redeemed its Eurobond issue
maturing in April 2020. The
nominal value of the redeemed
Eurobond was $500 million.

KEY
HIGHLIGHTS

15

VALUE CHAIN
TMK IS A VERTICALLY INTEGRATED STEEL PIPE MANUFACTURER
SIMPLIFIED VALUE CHAIN

SEAMLESS PIPE
PRODUCTION

Electric arc furnace

Steel billets

Billet piercing and shell rolling

Seamless pipe sizing

Scrap, HBI

END CUSTOMERS

WELDED PIPE
PRODUCTION

Rolled steel
coil, thick
plate
Bending of steel coil or plate
followed by seam welding

Perimeter of TMK’s operations
within the value chain

Company at a Glance
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Welded pipe sizing
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Control and finishing – heat
treatment, cutting and coating;
product testing

VALUE
CHAIN
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The Company is more than 90% self-sufficient in steel
billets. With its own steel billet production capacity,
TMK is less reliant on third-party suppliers and is better
positioned to control the costs of finished products
and ensure the quality of steel used to manufacture its
tubular products.

90%

The Company is more than
self-sufficient in steel billets for seamless pipe

Three of the Company’s four Russian pipe plants have their
own steelmaking facilities and manufacture steel billets for
seamless pipe. Although Sinarsky Pipe Plant does not have
a steelmaking capacity, 80% of its steel billet needs are
covered by three TMK Group plants (Volzhsky Pipe Plant,
Seversky Pipe Plant and TAGMET) and the rest – by the
largest Russian metallurgical companies.
The European division’s steel billet production capacity is
represented by TMK-RESITA in Romania, which supplies
almost all its billets to TMK-ARTROM plant given its relative
proximity.

To supply scrap and HBI to its smelters at TMK’s Russian
plants, the Company partners with major scrap companies
and Metalloinvest, purchasing most of its scrap on the
spot market. In 2019, TMK and Metalloinvest signed an
agreement for the purchase of about 240 thousand tonnes
of HBI, effective through 2020, which includes a pricing
formula based on international and domestic Russian market
indicators for raw material prices. The HBI to TMK’s plants
will be supplied from Lebedinsky GOK. The contract enables
TMK to diversify sourcing and reduce the risks associated
with the scrap market volatility.
Currently, the main suppliers of raw materials for TMK’s
welded pipe production are:
ǩVWHHOSODWHǞ00.6HYHUVWDO6DO]JLWWHU0HWDOORLQYHVWDQG
Nippon Steel
ǩKRWUROOHGFRLOǞ00.1/0.6HYHUVWDODQG$UFHORU0LWWDO
Temirtau.
Plates and coils are supplied mainly under framework
agreements for one to three years, renewable annually. They
are based on formula pricing that factors in the costs of base
materials, production costs, inflation rate and fluctuations
in the rouble exchange rate. The price can be reviewed on
a monthly or quarterly basis subject to the specific contract
terms.
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STRATEGY AND PRINCIPAL ACTIVITIES
IN SEPTEMBER 2017, TMK’S BOARD OF DIRECTORS APPROVED THE COMPANY’S STRATEGY UNTIL 2027.
STRATEGIC OBJECTIVES

STRATEGIC PRIORITIES

To solidify TMK’s position as a leading supplier to the global OCTG market
and the dominant supplier to the Russian oil and gas market

Enhancing leadership in key segments
and entering new product niches

To improve business efficiency and to consolidate
TMK’s position as a Top 2 player by financial
performance in the global OCTG market
To develop a service offering of comprehensive
design solutions for customers using cuttingedge digital technologies

Optimizing vertical integration to reduce costs
and developing product and service ranges

Enhancing the sales platform
and leveraging TMK’s global scale

To enhance safety levels for our employees

To improve environmental protection at all of TMK’s
production facilities across all of the regions in which the
Company operates

Focus on innovation and digitalization

Enhancing operational excellence

To reduce leverage

Strengthening financial performance
and investment appeal

To maximize the operating cash flow
and optimize the asset portfolio

Company at a Glance
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STRATEGIC PRIORITIES

KEY 2019 HIGHLIGHTS

Enhancing leadership in key
segments and entering new
product niches

Optimizing vertical
integration to reduce costs
and develop product and
service ranges

Enhancing the sales platform
and leveraging TMK’s global
scale

Company at a Glance
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No. 1 globally by total shipments
of tubular products in 2019.

72% share in the premium
connections segment in Russia.

TMK and Prommashkomplekt
LLP, a Kazakhstan-based
manufacturer of products for the
rail industry, signed an agreement
effective through 2022 for the
supply of continuously cast round
billets. TMK will supply up to
65 thousand tonnes of billets
annually from its TAGMET plant.

A new heat treatment
facility was launched
at Seversky Pipe
Plant.

TMK started restructuring its
sales system (sales section)
in the Russian market by
concentrating key sales functions
within the Unified Sales Center in
Yekaterinburg.

Promoting sales via TMK’s eTrade tubular goods online store and further
developing the proprietary e-commerce trading and procurement platform:
ǩ6DOHVYROXPHVLQFUHDVHGE\\HDURQ\HDU
ǩ7KHQXPEHURIUHJLVWHUHGFXVWRPHUVJUHZE\PRUHWKDQ\HDURQ
year
ǩ1HZGHVLJQZDVODXQFKHG
ǩ,QWHJUDWLRQZLWK6$3(53ZDVFDUULHGRXW
ǩ$ȍH[LEOHV\VWHPRIQRWLȌFDWLRQVIRULQWHUQDODQGH[WHUQDOXVHUVZDV
introduced
ǩ,QGLYLGXDOSD\PHQWWHUPVZHUHVHWIRUHDFKSURGXFWW\SH

Corporate Governance Report

Sustainable Development Report

63% share in the seamless OCTG
segment in Russia.

+ 25% year-on-year – TMK’s
premium connections sales
revenue growth across the Group.

TMK signed agreements with Metalloinvest for the supply
of HBI and strip. The agreement on HBI (about 240
thousand tonnes of HBI in 2020) will be effective through
2020 and includes a pricing formula based on international
and domestic Russian market indicators for raw material
prices. The agreement on strip (about 75 thousand tonnes)
is medium-term.

Appendices

7% share of pipes with premium
threaded connections in total
shipments of the Russian
division (2018: 6%).

Developing conceptual engineering services. In 2019, the
demand for premium connections in the Russian division,
including field concept engineering projects estimation
services, increased by more than 10% year-on-year,
with bundled sales accounting for 15% of total premium
connection shipments.

Increasing export sales from the
Russian division’s plants (+ 33%
year-on-year).

In October, TMK and Saudi
Aramco signed a memorandum
of understanding for the two
companies to cooperate in areas
where both see potential.

STRATEGY
AND PRINCIPAL ACTIVITIES
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Focus on innovation and
digitalization

IT developments drove
improvements to existing
management and business
planning processes, as well as
identifying new growth areas
through the analysis of production
data and process modelling.

Launching projects to transform
production management
processes using advanced IT
solutions – an integrated planning
system and a manufacturing
execution system (MES) in the
main production shops of TMK
Group’s Russian division.

A digital twin of an FQM mill
was developed and is currently
being used at the pipe-rolling
laboratory at Seversky Pipe Plant.
Further roll out of this technology
across additional TMK plants is
planned for 2020–2021.

Launching a project to monitor
production equipment using the
Winnum digital IT platform at
the Group’s Russian plants to
improve machine time utilization
and ensure production flexibility
for machining equipment.

Introducing electronic medical
check-ups at TAGMET.

Enhancing operational
excellence

Continuing a number of initiatives
to increase the reliability of
technology.

Continuing to foster a lean
production culture and implement
a continuous improvement
system.

Implementing the consolidated
efficiency programme.

33% year-on-year reduction in
accident frequency rate.

Zero work-related fatalities.

In 2019, the Group’s adjusted
EBITDA margin stayed largely flat
year-on-year at 14%.

The Russian division’s adjusted
EBITDA margin increased by 3
p.p. year-on-year to 17% in 2019.

Net debt/adjusted EBITDA ratio
was 3.64х.

In January 2020, TMK closed the sale of IPSCO Tubulars Inc. in line with
the Group’s strategic objective of reducing the leverage. The consideration
received by TMK amounted to $ 1.067 billion*. The bulk of the proceeds
from the transaction** was used to reduce Group debt.

Strengthening financial
performance and investment
appeal

* Estimated as of the closing date, January 2, 2020.
** On January 2, 2020, TMK closed the sale of 100% of the shares of IPSCO Tubulars Inc. to Tenaris.
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TMK’S MARKET POSITION
2019 product portfolio

Industry experts estimate that in 2019, global
steel pipe production was 174.9 million tonnes,
up 0.9% year-on-year. The key drivers behind
the increase include 2.4% year-on-year
global economic growth and continued global
investment activity within the energy sector,
despite a 6% reduction in exploration and
production spending in North America.

12%
OCTG
20%

Industrial
pipe

2019

Line pipe
46%

21%

Large diameter
pipe

79%
Percentage of TMK
tubular products
shipped to oil and gas
companies

3.8

Since the beginning of 2020, the world oil
industry has faced two problems: a drop in
demand due to the Covid-19 pandemic and
lower oil prices. Oil storage facilities worldwide are being filled up due to excess of supply
over demand, but agreements reached under
the OPEC+ deal in April 2020 will help to bring
the market into balance in the medium term.
Following the OPEC+ agreement, oil operators
globally will begin to adjust their exploration
and production budgets downward. These
adjustments will also have effect on drilling
programs, and as a result may involve a
reduction in consumption of oil tubular products.
However, after the end of the global pandemic,
business activity is expected to recover, which
may revive the demand for all types of steel pipe
products.

million tons
of steel pipes
sold by TMK
for the year

174.9

Global steel pipe production in
2019 in mln tonnes

2019 sales by industry

21%

2019
79%

Oil and gas industry
Other (engineering, energy,
construction, utilities, etc.)
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2019 sales by customer
TMK Group’s steel pipe sales in 2019 were
3.8 million tonnes. In terms of sales volumes,
TMK remains the world’s leading steel pipe
producer.

5%

TMK has a global network of distribution
and representative offices and a track
record of supplying products to over 80
countries. The geographical diversification
of our assets and sales helps TMK mitigate
risks and uncertainties while leveraging the
opportunities offered by each market.

4% 3%

6%

In 2019, 79% of TMK’s tubular products were
sold to consumers in the oil and gas industry.
16%

A considerable portion of our products is
shipped to Russian oil and gas majors such
as Gazprom, Gazprom Neft, LUKOIL, Rosneft,
and Surgutneftegas. These top five Russian
customers accounted for 34% of TMK’s total
sales in 2019.

2019

66%

Gazprom Neft

Surgutneftegas

LUKOIL

Gazprom
Rosneft
Other
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In 2019, the Russian market accounted for
58% of our total revenue, the Americas for
22%, and the European market for 10%. The
CIS countries, the Middle East, Central and
South East Asia, and Rest of World (ROW)
accounted for 10% of our total revenue. In
2019, the share of the American market in
our total revenue decreased year-on-year
on the back of weaker demand for tubular
products due to oil price volatility, a slowdown
in drilling activity, and oil and gas companies
maintaining stricter spending discipline for
drilling and production budgets.

TMK’S MARKET
POSITION
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TMK’s 2018 sales geography

0.2%
0.02%
6%

4%

4%

BY THE WAY
TMK’s 2019 sales geography

2018

% of revenue
32%

0.4%

54%

0.01%
8%

On July 21, 2019, the electric arc
furnace shop of Seversky Pipe Plant
recorded another landmark, timed to
coincide with the Metallurgist Day, –
producing its nine millionth tonne
of steel since the startup of its arc
furnace. The shop’s entire production
process fully meets the applicable
quality standards.

2%

10%

2019

% of revenue
22%
58%

Russia
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RUSSIAN PIPE MARKET
ТMK’s share of the Russian pipe market in 2019 by product type, %

63%
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WELDED PIPE

PREMIUM PRODUCTS

OCTG

Line pipe

Premium connections
(TMK UP)

Oil country tubular goods
including drill, casing and
tubing pipes.

27%

Seamless line pipe

In 2019, the Russian pipe market
slipped 1% from 2018 as welded
and seamless line consumption
declined by 22% and 15%
respectively.
TMK maintained its leadership
in the domestic pipe industry in
2019. The Company’s total share
of the Russian pipe market for
2019 was 23%, with a 63% market
share in the seamless OCTG
segment, 57% in the seamless
line pipe segment, and 72% in
premium connections.

SEAMLESS PIPE

57%

Pipes for short-distance
transportation of crude oil,
petroleum products and
natural gas

Shareholder Information

Pipes used in industries such as
car manufacturing, engineering
or energy sectors
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72%

High-margin proprietary
products for connecting OCTG in
offshore, low temperature, high
pressure, and other challenging
environments

TMK is Russia’s No. 1
pipe producer

Large diameter pipe
12%

Seamless industrial pipe
36%

Pipes for short-distance
transportation of crude oil,
petroleum products, and natural
gas

Pipes used in the construction of
trunk pipelines for gas, oil and
petroleum product transportation

23%

Welded industrial pipe
8%

Appendices

Pipes for multiple applications
across various industries,
including utilities and agriculture

Source: TMK estimate
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OIL COUNTRY TUBULAR GOODS AND PREMIUM PRODUCTS
In 2019, Russia increased its oil production by 1% year-on-year to 561
million tonnes. The OPEC+ agreement, concluded in April 2020, may
provide significant support to the oil industry and oil prices. In Russia,
lower exploration drilling volumes and suspension of realization of largescale projects by large companies are expected in 2020. The Russian
energy complex traditionally demonstrates a greater resilience to global
crisis events comparing to its foreign peers, and this may lead to a
moderate decrease in demand for oil tubular products.

Russian crude output, million barrels per day
11.6
11.3
11.0
10.7
10.4

53%

Jan

Feb

2019

Mar

2018

Apr

2017

May

Jun

Oct

As the existing fields in Western Siberia gradually deplete, conventional
oil and gas production methods are no longer sufficient for reaching
performance and hydrocarbon production targets. To maintain the
current hydrocarbon output levels, Russian companies are tapping new
reserves via horizontal drilling, which requires more pipe. As a result,
the share of high-tech horizontal drilling in Russia jumped from 12% in
2011 to 53% in 2019.

Nov

Dec

75

70%

68
54

49

53%

53
48%
41%
36%

33%

30%
20%

14%

12%
2011
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10%
2013

2014

2015

Share of horizontal drilling in Russia (RHS)
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Share of horizontal drilling in Russia’s total production drilling, %

the share of high-tech
horizontal drilling in
Russia in 2019
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0%

Demand for OCTG in Russia, million tonnes vs. drilling footage, million meters
3.2
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2017
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0.0
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In 2019, drilling footage in Russia
slipped 1% year-on-year. Rosneft
accounted for the largest share
of the drilling market in 2019, or
35% of total footage, although its
total footage drilled dropped 7%
year-on-year. However, the Russian
OCTG market kept growing and
increased 2% compared to 2018.

In the reporting year, TMK
increased sales of premium
tubular products for offshore
projects, continued launching
and promoting 13Cr and TMK-С
(chromium-nickel alloy) products,
brought out a unique TMK UP
CENTUM threaded connection
and expanded its customer base
for premium tubular products
with GREENWELL lubricant-free
coating.

Demand for OCTG, RHS

TMK’s share of the seamless OCTG market

ТМК

25%

26%

26%

11%

11%

11%

64%

63%

63%

Imports
Other
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TMK has been the leader in the
seamless OCTG market for many
years, thanks to its focus on
the development and supply of
top-quality, high-tech, reliable,
premium tubular products that
meet our consumers’ specific
needs and help them produce
hydrocarbons in challenging
geological and climatic conditions,
including offshore and Far North
environments. TMK’s share of the
Russian seamless OCTG market
was 63% in 2019.

For the sixth year running, in 2019 TMK was recognized as the
best supplier of industrial products and services for offshore oil
and gas developments in the Tubular Goods category. The award
ceremony was held as part of the 14th Offshore Oil and Gas
Contracts Conference (Neftegazshelf 2019).
The ranking has been published since 2013 to facilitate import
substitution in offshore oil and gas developments and improve
market information support, transparency and openness.
Companies are rated through an annual survey of oil and gas
companies developing offshore fields.

2018
2019
Source: CDU TEK data, TMK estimate
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Since 2018, TMK has been providing premium
solutions for Rosneft’s offshore projects. In
the reporting year, TMK shipped casing pipe
and crossovers to Sakhalin for an exploration
well drilled on the Vostochno-Pribrezhnoye
field. The Company’s tubular goods, including
those with TMK UP CENTUM threaded
connections and GREENWELL lubricantfree coating, received only positive customer
feedback.
In 2019, TMK delivered the second batch
of casing pipe with TMK UP PF threaded
connections to Sakhalin Energy Investment
Company Ltd. (Sakhalin Energy) for the
Sakhalin-2 oil and gas project. Casing string
was successfully run from the Molikpaq
platform at the Piltun-Astokhskoye field in
the Sea of Okhotsk under the supervision of
TMK. The job was completed under a longterm contract concluded between TMK and
Sakhalin Energy in October 2017 to supply
premium OCTG. The next batch is scheduled
for delivery in 2020.
TMK opened a representative office in
Sakhalin in September 2019 to provide
full technical support to consumers of its
products on the island and supply premium
products and related services.
The Company’s strategy for consolidating its
position in Sakhalin is focused on working
with operators to develop a full-range
of after-sales services, from conceptual

Company at a Glance
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engineering to providing support for the
delivery and running of strings with premium
connections. TMK’s representative office
in Yuzhno-Sakhalinsk will serve as a hub
providing all the expertise our partners
require on a turnkey basis.

which can be used as tubing, and delivery was
completed in January 2020. The pipes will be
used for wells drilled from a satellite platform
on the Yu. Korchagin field in the Caspian Sea,
with the pipe strings scheduled to be run in
2020 with the involvement of TMK specialists.

There is further potential for TMK’s products
in projects off Sakhalin, as the Company can
offer the full range of tubular products to
support oil and gas production in challenging
environments. A major breakthrough of recent
years has been the production of offshore
pipes with a diameter greater than 245 mm
made from 13Cr steel – TMK is the only
Russian manufacturer of this type of product.

TMK is Russia’s only manufacturer and
supplier of corrosion resistant chromiumnickel alloy (TMK-C) pipes. In 2018, TMK
won Russia’s largest tender for the supply of
TMK-C casing pipe with TMK UP PF threaded
connections to LUKOIL-Komi, with deliveries
taking place during 2019. In October 2019,
TMK won a tender to supply a new record
amount of premium TMK-C casing for a
number of fields in the Komi Republic in 2020.

In March 2019, the Company shipped
premium casing pipe to a NOVATEK subsidiary
for exploration drilling of the Shtormovoye
gas condensate field, located on the Gyda
Peninsula and partially in the Gydan Bay and
Gulf of Ob of the Kara Sea.
In May 2019, the Company delivered 13-3/8”
(340-mm) L80 TMK UP CWB casing pipe for
appraisal wells on Gazprom’s Leningradskoye
gas condensate field and Skuratovsky license
on the Arctic shelf.
In August 2019, TMK won a tender to supply
LUKOIL with import-substituting premium
products: 114.3-mm and 88.9-mm tubing as
well as 140-mm L80 13Cr casing pipe with
TMK UP CENTUM threaded connections,

Shareholder Information
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TMK is one the world’s largest premium
connection manufacturers and the leader in
the Russian premium connections market. In
2019, TMK accounted for a 72% share of the
Russian premium connections market.

TMK’s share in the Russian premium pipe market

21%

33%

28%

79%

67%

72%

ТМК
Other

2017

2018

2019
Source: TMK estimate

Pipes with premium threaded connections are
designed for use in oil and gas wells operating
in challenging climatic and geological
conditions, including offshore, deep-water
and Far North locations, horizontal and
directional wells, and unconventional
hydrocarbon reserve (shale oil, shale gas, and
oil sand) development. These connections
offer high strength and tightness, along
with enhanced resistance to high torsional,
bending and tensile loads.
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TMK UP EVOLUTION*
In 2019, TMK’s total shipments of premium-threaded
connections were down 10% year-on-year, while
shipments of these products at the Russian division
increased 15% year-on-year.

Onshore and offshore fields

In the reporting year, orders for premium connections with
conceptual engineering support in the Russian division
were up by over 10% year-on-year. Such bundled sales
accounted for 15% of total premium connections sales.
In 2019, TMK and NOVATEK signed a strategic partnership
and cooperation agreement until the end of 2023, which
outlines key policies and approaches for supplying TMK’s
premium casing and tubing to NOVATEK, including the
Yamal LNG, Obskiy LNG, and Arctic LNG 2 projects.
The agreement introduces formula-based pricing to
promote efficient production and ensure timely and
reliable supplies. TMK has a long-standing partnership
with NOVATEK, supplying tubular products with premium
threaded connections for the gas major’s multiple
projects, and the new agreement aims to build upon this
successful relationship.

High H2S and CO2
concentrations

High emperatures
ТМК UP™
CWB

ТМК UP™
Magna

ТМК UP™
GF

ТМК UP™
FMC

Horizontal and directional
drilling

Casing drilling

Steam-assisted gravity drainage
(SAGD)

In the reporting year, we expanded our customer base and
received new orders for tubular products with TMK UP
CENTUM premium threaded connections.
ТМК UP™
FMT

*

Arctic environment

ТМК UP™
PF CAL IV

ТМК UP™
PF ET CAL IV

ТМК UP™
CENTUM CAL IV

GREENWELL lubricant-free
connections

Premium connections developed by Russian R&D centers of TMK Group.
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Product Mix:

ТМК UP CENTUM

2-3/8”–13-5/8” /
73–346.08 mm

is the latest generation of
gas-tight premium threaded
connections for casing pipe,
featuring innovative design. It is
the most recent offering within the
TMK UP premium connection line.
The connection strength equals
the pipe strength, considerably
increasing pipe string reliability in
wells with complex profiles.

ǩ Features – 100% tension
and compression efficiency
ǩ Quick-assembly premium
connection

Strategic Report

Shareholder Information

In 2019, these unique products were supplied
to Gazprom for production drilling on the
Kovykta field. From May through December
2019, TMK delivered over 4,000 tonnes of
casing for low-temperature service with TMK
UP CENTUM threaded connections to the
Kovykta field.
In the reporting year, Sinarsky Pipe Plant
started production of casing pipe with
unique threaded connection TMK UP
CENTUM. The deployment of the TMK UP
CENTUM threading technology at Sinarsky
Pipe Plant was assisted by TMK-Premium
Service, a TMK subsidiary specializing
in the development, production and
sale of oil and gas pipes with premium
threaded connections and the provision of
related services. The first batch of casing
pipe with TMK UP CENTUM threaded
connections was shipped to a subsidiary of
Gazprom Neft.

TMK UP CENTUM
is certified to ISO 13679
CAL IV, the highest
international industry
standard for premium
threaded connections.

Company at a Glance

The Company started producing casing pipe
with TMK UP CENTUM premium threaded
connections in 2017, and the first pipes
have already proved their performance in
NOVATEK’s Arctic LNG 2 project.
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OILFIELD SERVICES
During the year, TMK continued expanding
its customer base for premium tubular
products with GREENWELL lubricant-free
coating, which is increasingly used by oil
and gas companies in well construction
due to its advantages over conventional
lubricants. GreenWell is a complete
substitute for both storage and thread
compound used for making up pipe strings,
has no adverse impact on the environment
as it does not create any waste or pollution
(unlike conventional lubricants), and
provides reliable sealing of threaded
connections in a string. In 2019, sales of
these products grew 72% year-on-year.
Global demand for high-tech seamless
pipe, in particular OCTG with premium
thread, remains high and will increase in the
coming years. In 2019, TMK exported tubular
products made by its Russian division: the
Company continued supplying tubulars to
Saudi Aramco, shipped the first batches of

Company at a Glance

Strategic Report

casing pipe with TMK UP PF ET premium
connections to Kuwait Oil Company for use
in oil production from southern and northern
fields of Kuwait, and, following successful
qualification by the global supermajor
Shell, received the first order for the supply
of casing pipe to Bapetco in Egypt (a joint
venture between Shell and EGPC).

BY THE WAY

In the reporting year, TMK maintained its
position as the primary supplier of casing pipe
for Vietsovpetro (Vietnam) and delivered the
first batches of casing pipe with TMK UP, a
new-generation premium connection.
Also in 2019, TMK retained its leadership in
pipe supply for offshore projects of India’s Oil
and Natural Gas Corporation (ONGC). The
Company also received its second order for
vacuum insulated tubing (VIT) for a project of
Oil India Ltd. on the Bagewala field in India.
TMK remains the only supplier of VIT to this
developing segment of the Indian market.
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Also in 2019, pilot testing
commenced on the
Urengoyskoye gas condensate
field by running a casing
string made up of TMK
pipes into a gas well. The
178x10.36-mm pipes with
GreenWell coating were
manufactured by Taganrog
Metallurgical Works and
shipped to Orsky Machine
Building Plant for premium
threading. It was our first
shipment to Gazprom Dobycha
Urengoy.

The Russian oilfield service business is led
by TMK Oilfield Services (Yekaterinburg) and
comprises Orsky Machine Building Plant
(Orsk), Truboplast (Yekaterinburg), TMK
NGS-Buzuluk (Volga Federal District), and
TMK NGS-Nizhnevartovsk (Khanty-Mansi
Autonomous Area).
TMK Oilfield Services successfully meets
market demand for tubing and casing pipe
repair, diagnostics and threading, including
pipe with TMK UP threaded connections, as
well as for internal and external coating on
threaded and line pipe.
In 2019, Oilfield Services threaded semifinished pipes, fitted them with couplings and
shipped over 93 thousand tonnes of OCTG (up
1,000 tonnes from 2018), including tubulars
with TMK UP threaded connections (which are
up by about 10% year-on-year).
TMK NGS-Buzuluk completed over 220
orders in 2018 to provide engineering support
for TMK tubular products as well as for
running over 320 casing and tubing strings
in fields located in Russia, the CIS, and other
countries. In 2019, we started providing
engineering support for TMK pipe product use
in the construction of production wells on the
Kovykta field and a number of fields outside
Russia.
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LARGE DIAMETER PIPE
In 2019, Russian LDP market was unchanged
from the previous year, with most demand
for LDP in the Russian market coming from
Gazprom and Transneft. In the reporting
year, Gazprom purchased LDP for the
Gryazovets–Slavyanskaya CS pipeline section
intended to feed gas into Nord Stream 2, for
the Power of Siberia project (section from
the Chayandinskoye field to the Kovykta
field), and for the extension of the Sakhalin–
Khabarovsk–Vladivostok gas transmission
system (GTS). Also in 2019, the Company sold
LDP to Gazprom and Transneft to support
their operational and repair needs.
TMK’s share of LDP supply to the Russian
market totaled 12% for 2019. TMK supplied
longitudinally welded large-diameter pipe for
the extension of the Sakhalin–Khabarovsk–
Vladivostok GTS and pipe for the repair
and maintenance needs of subsidiaries of
Gazprom and Transneft.
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INDUSTRIAL PIPE
TMK’s core business is OCTG manufacturing. However,
the Company also launches new products for
construction, utilities, automotive, power engineering,
aircraft manufacturing, and nuclear industries. In
2019, industrial pipes accounted for 21% of the Group’s
total sales.
In 2019, welded industrial pipe consumption increased
1% compared to 2018 driven by higher demand from

the construction industry. Seamless industrial pipe
consumption in 2019 remained unchanged from a year
earlier.
In 2018, TAGMET received an IATF 16949:2016 certificate of
conformity for its quality management system*, enabling
the plant to start supplies of continuously cast round carbon
and alloy steel billets to international vehicle component
manufacturers and thus diversifying TMK’s sales.

In April 2019, TMK and State Atomic Energy Corporation
Rosatom signed an agreement on cooperation. The
parties agreed to collaborate in the production and
use of high-tech tubular products, including joint
development of new steel pipes. The document also
establishes strategic directions for collaboration in
import substitution and cooperation on high-potential
projects in the Russian and international markets.
The agreement also envisages the implementation of

a cooperation roadmap that will provide a framework
for sharing information on the needs and demand for
new and existing products, R&D agenda, and leveraging
the research and production capabilities of TMK and
Rosatom for progress along the established strategic
directions of collaboration.

BY THE WAY The first pilot batch of

stainless steel billets has
been produced by the electric
arc furnace shop of Volzhsky
Pipe Plant. Laboratory tests
have shown that the metal
has an ideal surface and that
its chemical composition
as well as micro- and
macrostructure fully meet all
requirements for stainless
steel.

* IATF 16949:2016 is an international automotive industry standard that establishes additional requirements for the design, manufacture and warranty servicing of products.
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NORTH AMERICAN PIPE MARKET
According to Baker Hughes, the
average oil and gas rig count
in the United States decreased
by 9% to 943 in 2019, down
from 1,031 rigs in 2018. The
decline in hydrocarbon prices
that began in 2019, along with
tougher financial discipline
imposed by oil and gas field

operators in North America, led
to a 6% year-on-year decrease
in hydrocarbon exploration and
production CAPEX according to
Spears, resulting in lower drilling
activity and reduced volumes
of welded and seamless OCTG
consumption.

Year-on-year, the combined horizontal and
directional rig count grew by 0.5 p.p. to 94% of
total rigs in 2019. Horizontal and directional
drilling technologies require higher tubular
product consumption.

According to a Preston Pipe
report, FY 2019 OCTG shipments
in the USA were down 8% yearon-year. Welded OCTG shipments
decreased by 3% year-on-year,
while seamless OCTG shipments
dropped by 12% year-on-year.
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1,915

2,000

1,756

1,860
333

556

1,500

U.S. OCTG shipments, thousand tonnes

7,323

383

6,402
1,031

976

1,000

875
226

190

6,274
3,940

943

3,386

3,548

510

500

1,687

100

2012
Oil

Company at a Glance

2013

750

1527

1373

1359

0

2014

2015

703
2017

Gas

Strategic Report

774

841
2018

3,016
2012

2019

2,289

2,226

3,201

2,819

2,098

Corporate Governance Report

Sustainable Development Report

2013

Appendices

1861

3,383

2,828

Seamless OCTG

Source: Baker Hughes
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U.S. rigs by drilling method

Reflecting the lower rig count
and consequent decrease in
OCTG demand, prices in the
American pipe market remained
under pressure throughout
2019. Average composite OCTG
seamless and welded pipe prices
decreased by 7% and 8% yearon-year, respectively.

In 2019, sales of tubular products
at the American division
decreased by 35% year-on-year
to 520 thousand tonnes, largely
due to lower OCTG and line pipe
demand. As a result, FY 2019
EBITDA dropped by 82% year-onyear to $30 million.

Vertical drilling 5%
2,100

Horizontal drilling 88%
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Directional drilling 7%
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BY THE WAY
164

2018

673

2017

114

Senior TMK leaders have held a business
meeting with representatives of the American
Petroleum Institute (API). Among other activities,
API is engaged in developing and maintaining
standards for products used in oil production
and refining, including tubular products.
TMK has been a member of task groups and
subcommittees of API’s Standards Committees
for over a decade. For 25 years, TMK plants have
been offering API-certified products and are
licensed to use the API Monogram.

American division’s EBITDA, $ million

Source: ТМК
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Pipe sales at the American division,
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EUROPEAN PIPE MARKET
In 2019, the European steel pipe market
shrank considerably (down 9% year-onyear), mainly due to lower demand from the
engineering and automotive industries. The
global economic slowdown and trade wars
amid rising protectionist sentiments led
to a smaller order backlog for engineering
industry manufacturers.

The European division’s FY 2019 pipe sales
were down 7% year-on-year to 187 thousand
tonnes, with full-year EBITDA at $22 million,
a 57% year-on-year decrease.
The European division has been able to
mitigate market risks through geographical
diversification of sales and a wide product

range. With sales to almost 400 regular
customers in 45 countries worldwide, the
division is focused on European markets, as
well as North America and Latin America. The
largest single customer accounted for under
10% of the division’s total revenue for 2019, with
the top 10 customers representing under 25%.

European division’s EBITDA,
$ million.

2019

187

22

2018

201

51

2017

186

28

Pipe sales at the European division,
thousand tonnes
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Product mix in 2019 (sales in tonnes)

Sales by region in 2019 (in money terms)

0.2%
Mechanical engineering
Energy

14.9%

10%
11%

30%

Construction
Oil & Gas

North America & Latin
America

2019

2019

12%

Europe (including
Romania 14%)

14%

Automotive
Hydraulic cylinders
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Rest of the world
14%

84.9%

23%

TMK’s European division focuses its marketing efforts
on enabling the Company to adapt swiftly to changing
market conditions and offer most optimal solutions to its
customers.

production commenced for Gestamp, Renault Russia’s
parts supplier; TMK-ARTROM also successfully passed
qualification audits by several vehicle manufacturers and
industrial companies.

In 2019, TMK-ARTROM continued to further its
partnerships with major European vehicle manufacturers:
TMK-ARTROM’s second joint project with Renault–Nissan
on a new Dacia Duster model saw further progress; pipe

In 2019, the European division’s corporate quality
management system successfully passed a recertification
audit for ISO 9001:2015, ISO 14001:2015 and ISO
45001:2018. The audit was conducted by Lloyd’s Register.
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R&D INITIATIVES AND RESEARCH
AND TECHNOLOGICAL COOPERATION
New technologies and innovative
products are the key competitive
drivers in the global pipe market.
In 2019, TMK conducted research
and development at its own
corporate centers: ROSNITI
(Chelyabinsk, Russia), Houston
R&D center (USA) and a new
R&D facility opened in 2019 in
the Skolkovo Innovation Center
(Moscow, Russia).
The new research and
technology center in Skolkovo
became the Company’s second
and largest R&D facility in
Russia, equipped with unique
research and testing equipment
to develop comprehensive
material, design, and connection

solutions for the increasingly
complicated hydrocarbon
production conditions and
other applications. In 2019, the
Company invested over $30
million into the construction
and equipment of the new R&D
facility.
The Skolkovo R&D facility
commissioned unique equipment
for measuring the properties
of threaded pipe connections in
accordance with international
standards ISO 13679 and ISO
12835 – test benches with a
load capacity of 3,000 and 1,800
tonnes. The benches are designed
for tensile, compression and
bend testing at high internal or

external pressures and extreme
temperature regimes. This
equipment will accelerate time
to market for new and innovative
products through prototyping and
fine-tuning technology as well
as research, certification, and
qualification testing in accordance
with international standards.
The R&D facility has laboratories
for electron microscopy, sample
preparation, physical and
chemical analysis and mechanical
properties, to study and develop
new materials with higher
strength and reliability, including
special steels and alloys. The
laboratories boast state-ofthe-art equipment, including

high-precision microscopes,
spectrographs and instruments
for physical and chemical
analysis, which can help deliver
the most complex solutions
across the entire chain of new
product development, testing and
commercialization. Some of this
new equipment has been procured
by TMK for the first time ever.
This new element of the Skolkovo
Innovation Center ecosystem will
help create new, high-tech jobs
and offer unique professional
development opportunities for
a new generation of Russian
engineers and researchers. The
R&D facility will employ about 400
specialists – both scientists and
researchers.

$30
the Company invested over

million into the construction and
equipment of the new R&D facility
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TMK AND SINARA GROUP’S R&D FACILITY IN SKOLKOVO
1,800 tonnes test
bench:
sample diameter up
to 406.4 mm (16’’)

Administrative and office space

3,000 tonnes test
bench:
sample diameter up
to 762 mm (30’’)

Testing and
laboratories
prototyping and testing

Unique equipment
Russia’s first facility to test threaded connections

combined
loads:
axial tensile and
compressive loads |
internal and external
pressure |
test temperature up
to 350°С |
bending

Developing efficient oil and
gas exploration and production
technologies
Developing and designing highspeed mainline rolling stock and
infrastructure
Manufacture and certification of
innovative tubular products and
premium threaded connections
Solutions to increase energy
efficiency of processes in the
iron and steel and engineering
industries

Corporate
University
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Process digitization and
robotization

Laboratories
fine structure studies
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16

TMK’s R&D centers collaborate with
specialized research organizations and
universities to conduct experimental research
run under R&D cooperation programmes with
major consumers of TMK’s products.

thousand sq.
m. of total
area

58%

In 2019, research conducted in cooperation
with specialists from TMK’s production
facilities of the Russian, European and
American divisions covered the following areas:

5

ǩ%RRVWLQJWKHHFRQRPLFHIILFLHQF\RISLSH
and billet manufacturing
ǩ,PSURYLQJSLSHWHFKQRORJLHVWRHQKDQFH
the product’s operational properties,
TXDOLW\DQGDSSHDUDQFHFXWFRVWV
improve working conditions and mitigate
environmental impact
ǩ5DPSLQJXSQHZSURGXFWLRQFDSDFLW\DW
TMK plants

bn of investments

ǩ&UHDWLQJQHZWHFKQRORJLHVWR
manufacture new products

400
HPSOR\HHV
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ǩ'HSOR\LQJGLJLWDOWHFKQRORJLHV
ǩ,PSURYLQJWKHUHJXODWRU\IUDPHZRUNDQG
technical documentation, developing
national and corporate standards for pipe,
billets, and flat-rolled products
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ǩ8VHRIVSHFLDOVWHHOJUDGHVWRPDNH
products with specific properties
ǩ1HZWKUHDGHGFRQQHFWLRQVIRUGULOO
pipe, casing and tubing for use in new
K\GURFDUERQSURGXFWLRQWHFKQRORJ\
applications

2

,QWKHUHSRUWLQJ\HDUZHGHYHORSHGWHVWHG
DQGGHSOR\HGDFRQVLGHUDEOHQXPEHURI
innovative technologies and solutions:
ǩ&RUSRUDWHVWDQGDUGVIRUSURGXFWVVWDWH
of-the-art test methods
ǩ%XLOGLQJDQGGHSOR\PHQWRIGLJLWDO
twins of continuous hot mills to improve
WHFKQRORJ\DQGSHUIRUPDQFHRIKRWUROOHG
pipe production using advanced digital
technologies
ǩ'HSOR\PHQWRIQHZVWHHOJUDGHVWRPDNH
pipes with higher resistance to local
deformation for use in subsea pipelines

test benches

11
laboratories

ǩ([SDQGLQJWKHSURGXFWUDQJHRI
corrosion-resistant high-strength tubing
DQGFRXSOLQJVPDGHRIFRPSOH[DOOR\
steel grades
ǩ1HZWKUHDGHGFRQQHFWLRQVZLWKKLJKHU
UHOLDELOLW\DQGVWUHQJWK

5 ',1,7,$7,9(6$1'5(6($5&+
$1'7(&+12/2*,&$/&223(5$7,21
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TMK WORKS WITH RUSSIAN OIL AND GAS MAJORS UNDER R&D
COOPERATION PROGRAMMES, INCLUDING IMPORT SUBSTITUTION
INITIATIVES

GAZPROM
R&D Cooperation Program
2017–
2020

ǩLarge diameter pipe,
including for subsea pipelines

2015–
2020

ROSNEFT

ǩSeamless line pipe

Technology Partnership
Program
ǩSeamless line pipe with higher
corrosion resistance
ǩCasing pipe with premium
threaded connections
ǩ7XELQJpipe, including with
inner coating

ǩOCTG with premium threaded
connections

Cooperation memorandum
under the program of pipe
LPSRUWVXEVWLWXWLRQLQRIIVKRUH
projects

ǩCasing large diameter pipe
with premium threaded
connections and welded tool
joints

ǩCasing pipe with premium
threaded connections,
including large diameter pipe
with welded tool joints
ǩ7XELQJpipe with premium
threaded connections

2016–
2020

ǩDrill pipe
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“Future thing” agreement
ǩ2&7*Ǟcasing and tubing pipe –
with cold-resistant, corrosionresistant and hydrogen sulfide
resistant premium threaded
connections from chromiumnickel alloy and other alloy
steels

2015–
2023

R&D INITIATIVES AND RESEARCH AND
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Ǟ
2023
Ǟ
2021

129$7(.

*$=35201()7

Strategic Partnership and
Cooperation Agreement
ǩCasing and tubing pipe with
premium threaded connections

,5.876.2,/&203$1<

7HFKQRORJ\3DUWQHUVKLS
Program

7HFKQRORJ\3DUWQHUVKLS
Program

ǩVacuumLQVXODWHGWXELQJ
ǩ,QVXODWHGODUJHGLDPHWHUSLSH

ǩ,QWHJUDWHGVXSSOLHVof line pipe
and pipeline connection

ǩ+LJKFROODSVHFDVLQJSLSH

*$=3520%85(1,<(
Long-Term Strategic
Partnership Agreement
ǩ)XOOSURGXFWPL[RIVWHHOGULOO
SLSHLQFOXGLQJZLWKSUHPLXP
WKUHDGHGFRQQHFWLRQV

ǩ,QWHJUDWHGVXSSOLHVRIOLQH
SLSHDQGSLSHOLQHFRQQHFWLRQ
HOHPHQWV
ǩOCTGZLWKSUHPLXPWKUHDGHG
FRQQHFWLRQVLQFOXGLQJIRU
RIIVKRUHSURMHFWV

Ǟ
2020

Ǟ
2022
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CAPITAL EXPENDITURES
,Q70.*URXSǢVFDSLWDO
H[SHQGLWXUHVWRWDOHGPLOOLRQ
GRZQ\HDURQ\HDU 7KH
&RPSDQ\ǢVWDUJHWDQQXDO&$3(;
LQWKHPHGLXPWHUPLVH[SHFWHGWR
EHEHORZPLOOLRQ

70.IRFXVHVRQSURMHFWVWKDW
DOORZXVWRLQFUHDVHSURGXFWLRQ
RIKLJKYDOXHDGGHGSURGXFWV
LPSURYHSURGXFWTXDOLW\ZKLOH
UHGXFLQJWKHHQYLURQPHQWDO
IRRWSULQWRISURGXFWLRQ

KEY PROJECTS COMPLETED UNDER
THE STRATEGIC INVESTMENT PROGRAMME IN 2019
VOLZHSKY PIPE PLANT:
ǩ/LQVLQJHUFXWRIIPDFKLQHIRUFRXSOLQJV
FRPPLVVLRQHG
ǩ3URYLVLRQRIWHVWLQJHTXLSPHQWIRU
PHFKDQLFDOWHVWLQJODEFRPSOHWHG

Capital expenditures, $ million

ǩ)RXUQHZFUDQHVFRPPLVVLRQHGXQGHU
DFUDQHUHSODFHPHQWSURJUDPPHLQ

273
233

TAGMET:

219

208

ǩ$QRQGHVWUXFWLYHWHVWLQJXQLWZDVXSJUDGHG
E\LQVWDOOLQJDQHZXOWUDVRQLFSLSHWHVWLQJ
V\VWHPFDSDEOHRILGHQWLI\LQJGHIHFWVRIOHVV
WKDQPPDQGLQFUHDVLQJSURGXFWLYLW\

175

ǩ87V\VWHPIRUZHOGH[DPLQDWLRQZDV
FRPPLVVLRQHGRQWKHGULOOSLSHOLQH

2015
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SINARSKY PIPE PLANT:
ǩ3LSHȌQLVKLQJLQWHJUDWHGIDFLOLW\ SLSHOHQJWK
PHDVXUHPHQWZHLJKLQJFRDWLQJZLWKVWRUDJH
FRPSRXQGODEHOLQJDQGPDUNLQJDQGSDFNLQJ ZDV
VWDUWHGXSDVSDUWRIWKHSURJUDPPHWRH[SDQG2&7*
SURGXFWLRQFDSDFLW\
ǩ$SUHVVIRUK\GUDXOLFWHVWLQJRISLSHVZDVFRPPLVVLRQHG
IRUSLORWRSHUDWLRQWRHQVXUHFRQIRUPLW\WRFXVWRPHU
UHTXLUHPHQWVIRUOLQHSLSHDQGSLSHVIRUWKUHDGLQJ
ǩ$GYDQFHGDXWRPDWHG1'7OLQHZDVFRPPLVVLRQHGLQSLSH
UROOLQJVKRS1R 7 FDSDEOHRIWHVWLQJDWOHDVWSLSHV
SHUKRXUXVLQJWKHXOWUDVRQLFDQGPDJQHWLFLQGXFWLRQ
WHFKQLTXHV7KHIRUPHUGHWHFWVZDOOWKLFNQHVVGHYLDWLRQV
ZKLOHWKHODWWHUKHOSVGHWHFWGLVFRQWLQXLWLHV QRQ
KRPRJHQHLW\ RIPHWDODGYHUVHO\DIIHFWLQJWKHSLSHTXDOLW\
UHOLDELOLW\DQGVHUYLFHOLIH7KHQHZOLQHXVHV5XVVLDQ
LQQRYDWLYH1'7VROXWLRQV

SEVERSKY PIPE PLANT:
ǩ&RPSOHWHKHDWWUHDWPHQWOLQHZDWHU
WUHDWPHQWOLQHSLSHVWUDLJKWHQHUDQGVL]LQJ
PLOOLQVWDOOHGDVSDUWRIDFRPSUHKHQVLYH
UHYDPSRIWKHSLSHUROOLQJIDFLOLWLHV
3LORWRSHUDWLRQRIWKHDERYHHTXLSPHQW
FRPPHQFHGLQ-DQXDU\7KHQHZ
LQWHJUDWHGIDFLOLWLHVFDQSURGXFHXSWR
NWSDRISLSHDQGFDQKHDWWUHDWSLSHVZLWK
GLDPHWHUVIURPPPWRPPDQG
ZDOOWKLFNQHVVHVIURPPPWRPP
,QYHVWPHQWVLQWKHSURMHFWWRWDOHGDERXW
58%ELOOLRQZLWKQHZMREVFUHDWHG
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7KHQHZKHDWWUHDWPHQWIDFLOLW\ZLOOSURGXFH
KHDWWUHDWPHQWZKLOHZDWHUWUHDWPHQW
SUHPLXPSLSHSURGXFWVIRUXVHLQGHYHORSLQJ
IDFLOLWLHVXVHZDWHUUHF\FOLQJWRHQDEOH
KDUGWRUHFRYHUGHSRVLWVDVZHOODVGULOOLQJ
UHXVHRIPLOOLRQPRIZDWHUSHU\HDU
7KHIDFLOLWLHVUHF\FOHRIZDWHUXVHGE\
LQDJJUHVVLYHHQYLURQPHQWVDQGLQWKH
WKHKHDWWUHDWPHQWOLQHZKLFKPDUNHGO\
)DU1RUWK7KHQHZLQWHJUDWHGIDFLOLWLHV
UHGXFHVWKHHQYLURQPHQWDOIRRWSULQW
ZHUHEXLOWWKURXJKDSDUWQHUVKLSZLWK
5861$12XQGHUDQDJUHHPHQWWRXSJUDGH
ǩ/LPHNLOQ1RLVPHFKDQLFDOO\FRPSOHWH
6HYHUVN\3LSH3ODQW3LSHSURSHUWLHVZHUH
IROORZLQJDQXSJUDGHLQYROYLQJWKHLQVWDOODWLRQ
LPSURYHGE\DOOR\LQJDQGPLFURDOOR\LQJ
RIGXVWUHPRYDOHTXLSPHQWIRUȍXHJDV
ZLWKQDQRVWUXFWXUHDOOR\VZKLFKLPSURYHG
FOHDQLQJDQGLQVWDOODWLRQRIHOHFWULFDO
VWUHQJWKGXFWLOLW\DQGFRUURVLRQUHVLVWDQFH
HTXLSPHQWLVQHDULQJFRPSOHWLRQ&RPSOHWLRQ
E\WR7KHQHZKLJKWHFK
RIDOOZRUNVLVVFKHGXOHGIRU
HTXLSPHQWIHDWXUHVDXWRPDWLFFRQWURORI
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ǩ$QHZPHFKDQLFDOGUDIWFRROLQJWRZHUZLWKDWUHDWHG
ZDWHUUHF\FOLQJV\VWHPZDVFRPPLVVLRQHGIRUHIȌFLHQW
FRROLQJRIUHXVDEOHZDWHUORZHUFRQVXPSWLRQRIPDNHXS
ZDWHUDQGORZHUGLVFKDUJHRIQRQUHXVDEOHZDWHU
FRQWDPLQDWHGE\VROLGVDQGSHWUROHXPSURGXFWV
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TMK-ARTROM:
As part of the heat treatment facility project,
a contract for the supply of an NDT line
was concluded, with delivery scheduled for
the end of 2020. Contracts were placed for
Reika cut-off machines for Assel mill No. 1
and preliminary acceptance of equipment
was completed. Delivery, installation, and
commissioning are scheduled for February
2020. Another contract was signed for four
beveling machines for CPE mill No. 2, with
delivery scheduled for Q1 2020

TMK-RESITA:
Under its environmental programme, the
Company has commenced a project to install a
roof over the hot slag pouring platform to reduce
dust emissions, scheduled for completion in
2020
The environmental initiatives implemented by
TMK Group’s facilities as part of our investment
programme helped reduce gross pollutant
emissions by 4%, wastewater discharge into
water bodies by 3%, and total waste generation
by 9% year-on-year

TMK’S R&D FACILITY
IN SKOLKOVO:
The building is complete and in full operation.
Unique equipment for measuring properties
of threaded pipe connections in accordance
with international standards ISO 13679 and ISO
12835 – test benches with a load capacity of
3,000 and 1,800 tonnes – was commissioned
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LIQUIDITY MANAGEMENT
Total debt and net debt, $ million

Improving TMK’s liquidity profile remains one
of our priorities, and we continue to carry out
measures to maintain sufficient liquidity and
improve the loan portfolio structure.

The share of our short-term debt as at the end of 2019
was 45% compared to 31% as at December 31, 2018 as
our Eurobond debt totaling $500 million and maturing in
April 2020 was reclassified as short-term debt.

3,239

Our total debt increased from $2,867 million
as at December 31, 2018 to $3,006 million as
at December 31, 2019 driven by the rouble
appreciation against the US dollar. Net
repayment of borrowings in 2019 amounted to
$50 million, with net debt at $2,503 million.

2,688

3,006

2,867
2,437

2,503

During the reporting year, TMK Group improved its liquidity
profile, including by extending maturity dates, mitigating the
foreign exchange risk, and decreasing debt financing costs.
As at the end of 2019, the rouble-denominated portion of our
debt represented 56%, the U.S. dollar-denominated portion
39%, and the euro-denominated portion 5% of our total debt.
As at December 31, 2019, our weighted average nominal
interest rate was 6.95%, i.e. a 35 bps decrease year-on-year.
Most of the proceeds from the sale of IPSCO Tubulars Inc.
were used for deleveraging.

BY THE WAY

Company at a Glance

Volzhsky Pipe Plant
commenced a project
to deploy a Warehouse
Management System (WMS)
to automate finished product
warehouses of production
shops. The project, dubbed
the “Smart Warehouse” by the
plant employees, envisages
complete automation of all
warehousing operations.
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December 31,
2017

December 31,
2018

Total debt
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Net debt
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December 31,
2019

In February 2020, TMK completed a $500 million sevenyear Eurobond issue with a coupon of 4.3%. The proceeds
were used to refinance TMK’s $500 million Eurobond
maturing in April 2020.
In April 2020 TMK issued 001P-01 series bonds in the
amount of 10 billion roubles with a maturity period of two
years on the Moscow Exchange. The coupon rate was set
at 8.35% pa and the coupons will be paid semi-annually.
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Debt repayment schedule as at December 31, 2019, $ million

Debt by currency as at December 31, 2019, %
5%

706

674

454

514
415

39%

233

56%

265

24

Debt by currency as at December 31, 2018, %
240
3%
169

163
125
55
48
1Q

125

384

219

135

182

67

8

22

20

8

2Q

3Q

4Q

1Q

2020
RUB
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USD
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2Q

3Q

43%
117

162

423

8

8

18

7

4Q

2021

2022

53%

2023

EUR
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SHAREHOLDER
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COMPANY’S SECURITIES
ORDINARY SHARES
As at December 31, 2019, the share
capital of PAO TMK was comprised
of 1,033,135,366 fully paid-up
ordinary shares with a nominal
value of RUB 10 each. PAO TMK
has not issued any preferred
shares, either outstanding or
authorized.

Authorized capital totals RUB
10,331,353,660.

receipts (GDRs) are traded on the
London Stock Exchange (LSE).

Ordinary shares of PAO TMK are
traded on the Moscow Exchange
and are included into the A1
quotation list of PJSC Moscow
Exchange; TMK’s global depositary

The GDR to ordinary share
ratio is 1:4. The Bank of New
York Mellon Corporation (BNY
Mellon) acts as the Company’s
depository bank.

THE MOSCOW EXCHANGE
TICKER

TRMK

TMKS LI

BLOOMBERG
CODES

TMKS

ticker

for GDRs traded on the
London Stock Exchange

TRMK:RM

Strategic Report
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TRMKq.L

The securities were purchased by
Volzhsky Pipe Plant, a PAO TMK
subsidiary.

for GDRs traded on the London
Stock Exchange
REUTERS CODES

TRMK.MM

for ordinary shares traded on the
Moscow Exchange

Company at a Glance

THE LONDON STOCK EXCHANGE
TICKER

In September 2018, TMK’s Board of
Directors approved a programme to
repurchase the Company’s shares,
including global depositary receipts
(GDRs) representing such shares, in the
open market (the “Buyback Programme”)
for an aggregate amount of up to $30
million. The Buyback Programme was
started in October 2018 and continued
throughout 2019. The share purchases
on behalf of the Company under the
Buyback Programme were made by
a professional broker – VTB Capital
Broker – on regulated stock exchanges
in accordance with applicable laws and
regulations.

for ordinary shares traded
on the Moscow Exchange
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BONDS
As of April 24, 2020, the Company
had four outstanding rouble
exchange bond issues with an
aggregate par value of RUB 30
billion and a $500 million Eurobond
issue maturing in February 2027.

In February 2020, TMK completed
a $500 million seven-year
Eurobond issue with a coupon
of 4.3%, and in April 2020,
redeemed its $500 million
Eurobond issue.

Eurobonds
Eurobonds-2027
Issuer/Lender
Borrower

Rouble bonds

Type
Amount issued, USD

TMK Capital SA
PAO TMK
LPN
500,000,000

BO-5

BO-6

BO-7

001P-01

5,000

5,000

10,000

10,000

7–9 coupon – 9.00%

7–9 coupon – 8.0%

1–8 coupon – 9.35%

1–4 coupon – 8.35%

10 years

10 years

10 years

2 years

Issue date

April 13, 2016

April 25, 2017

June 02, 2017

April 23, 2020

Trading platform

Maturity date

April 01, 2026

April 13, 2027

May 21, 2027

April 21, 2022

ISIN RegS

XS2116222451

Next put date

October 07, 2021

April 21, 2020

May 28, 2021

–

ISIN 144A

–

Each 182 days

Each 182 days

Each 182 days

Each 182 days

Amount issued, RUB million
Coupon
Term

Coupon payments
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Issue date

February 12, 2020

Maturity date

February 12, 2027

% rate

Credit ratings(S&P/
Moody’s)

4.3%
Euronext Dublin

BB-/B1
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CREDIT RATINGS
On January 22, 2020, Moody’s Investors
Service (Moody’s) upgraded the outlook on
TMK’s credit rating from Stable to Positive
and affirmed the Company’s “B1” corporate
family rating. On January 29, 2020, S&P
Global Ratings upgraded TMK’s credit rating
from “B+” to “BB–”.
According to the rating agencies, the rating
moves reflected the closing of the deal to sell
100% of the shares of IPSCO Tubulars Inc.
by TMK and the expectation that TMK would
use most of the proceeds from the sale for
deleveraging. The new ratings reflect the
expectation that the Company will be able to
reduce leverage, maintain adequate liquidity
and demonstrate good operational and
financial performance.

Credit ratings

Long-term credit rating
Outlook
Long-term credit rating, national scale
Last revised
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S&P Global

Moody's

BB–

B1

Negative

Positive

Stable

–

–

ruA

April 20, 2020

January 22, 2020

April 15, 2020
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SHARE CAPITAL STRUCTURE
PAO TMK SHAREHOLDINGS AS AT DECEMBER 31, 2019
0,1778%
34.7638%

TMK Steel
Holdings
(including
affiliates)*

Total:
100.00%

Free float
PAO TMK
subsidiaries

65.0584%

As at December 31, 2019, 34.7638% of PAO TMK
shares were free float. Approximately 71% of
the shares in free float were ordinary shares,
and about 29% - traded as GDRs on the London
Stock Exchange. PAO TMK’s Board of Directors
and Management Board jointly held a total of
334,007 shares, or 0.0323% of the Company’s
authorized capital.
* The main beneficiary is Dmitry Pumpyanskiy.
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DIVIDENDS
TMK’s dividend policy is governed
by the principles of balanced
capitalization growth and higher
dividends, based on the net
profit for a relevant period and
factoring in the Company’s
operational needs and investment
requirements. PAO TMK’s
Board of Directors generally
recommends the General
Meeting of Shareholders to pay
dividends on the outstanding
shares in amounts equal to at
least 25% of the Company’s IFRS
consolidated net profit.
Key priorities of TMK’s
dividend policy include higher
capitalization of the Company,

a compelling investment case,
wealth growth, and balancing
the interests of all shareholders.
The dividend policy is articulated
in the Regulations on the
Dividend Policy (https://www.
tmk-group.com/media_en/
files/51/Polozhenie_o_divid_
politike_PAO_TMK_na_angl.pdf),
which seek to build a transparent
and effective mechanism for
determining the amount of
dividends and the dividend payout
procedure, and outlining the
Board of Directors’ strategy in
preparing recommendations on
dividends payable on shares,
and the terms and procedure for
dividend payouts.

Dividends accrued and paid out by the Company from 2012 to 2019
Dividend period

Total dividends,
RUB million

Dividend per share,
RUB

Announcement date

Payment date set by the
General Meeting

6M 2012

1,406.38

1.5

November 02, 2012

December 28, 2012

2012

787.57

0.84

June 25, 2013

August 23, 2013

Total dividends accrued in 2012: RUB 2,193.95 million
6M 2013

975.09

1.04

November 11, 2013

January 10, 2014

2013

731.32

0.78

June 19, 2014

August 10, 2014

Total dividends accrued in 2013: RUB 1,706.41 million
6M 2014

393.79

0.397

December 25, 2014

February 15, 2015

6M 2015

2,400.41

2.42

October 12, 2015

November 29, 2015

6M 2016

2,004.283

1.94

September 29, 2016

November 14, 2016

2016

2,024.945

1.96

June 08, 2017

July 26, 2017

Total dividends accrued in 2016: RUB 4,029.228 million
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2017

2,355.549

2.28

June 21, 2018

August 06, 2018

3M 2019

2,634.495

2.55

June 28, 2019

August 22, 2019
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SHAREHOLDER5,*+76
PAO TMK makes every effort to ensure that
shareholders can exercise their rights as set
forth in the Company’s Articles of Association:
ǩ7KH&RPSDQ\KROGV$QQXDO*HQHUDO
Meetings of Shareholders and complies
with the respective recommendations of the
5XVVLDQ&RUSRUDWH*RYHUQDQFH&RGH VHH
paragraphs 1.1.1.–1.1.5 of the Appendix to
this Report); and starting from 2019 the
Company has been providing shareholders
ZLWKUHPRWHDFFHVVWR*HQHUDO0HHWLQJV
through teleconferencing
ǩ7KH&RPSDQ\KROGVH[WUDRUGLQDU\*HQHUDO
Meetings of Shareholders, if this is requested
E\VKDUHKROGHU V RZQLQJDWOHDVW
of shares or the Board of Directors, or if
requested by the Revision Committee or
auditor
ǩ7KH&RPSDQ\HQVXUHVWKDWVKDUHKROGHUV
RZQLQJDWOHDVWRIVKDUHVFDQSXWIRUZDUG
proposals as regards the agenda for the
$QQXDO*HQHUDO0HHWLQJSURSRVHQRPLQHHV
to, and candidates for, the Board of Directors,
the Revision Commission, and the Counting
Commission, as well as convene meetings of
the Board of Directors

Company at a Glance
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ǩ7KH&RPSDQ\KDVDGRSWHGWKHGLYLGHQGSROLF\
XSGDWHGLQKWWSVZZZWPNJURXS
UX'RFXPHQWVKWWSZZZHGLVFORVXUH
UXSRUWDOȌOHVDVS["LG  W\SH  DQGLV
EXLOGLQJDVWURQJGLYLGHQGWUDFNUHFRUG VHH
the Shareholder Information section of this
Annual Report)
ǩ7KH&RPSDQ\FRPSOLHVZLWKDOO
recommendations on material corporate
actions which safeguard the rights of
shareholders and ensure equal treatment
RIVKDUHKROGHUV H[HFXWLRQE\WKH&RPSDQ\
of major transactions or other actions that
could lead to material changes in the rights
of shareholders or damage their interests)
ǩ7KH&RPSDQ\SUHSDUHVDQGGLVFORVHVWKH
&RPSDQ\ǢVȌQDQFLDO DFFRXQWLQJ VWDWHPHQWV
and selects an internationally recognized
auditor to review them

ZHEVLWHSDJHDWKWWSVZZZWPNJURXS
FRPLUSXEOLVKHVȌQDQFLDOVWDWHPHQWVSUHVV
releases and presentations; holds Capital
Markets Days and conference calls, responds
to individual queries, etc.
ǩ7KH&RPSDQ\UHJXODUO\XSGDWHVVKDUHKROGHU
details jointly with the registrar
ǩ7KHUHJLVWUDUǢVZHEVLWHRIIHUVWKH
Shareholder’s Personal Account service
whereby persons on the shareholder register,
including clients of nominee holders,
FDQREWDLQPDWHULDOVIRU$QQXDO*HQHUDO
Meetings of Shareholders, vote online, as
well as view personal account balances,
shareholder details, dividends accrued and
taxes withheld.

ǩ7KH&RPSDQ\HQVXUHVWLPHO\GLVFORVXUHRI
material facts relating to the Company’s
operations, constituent documents, internal
regulations and guidance
ǩ7KH&RPSDQ\FRQWLQXRXVO\HQJDJHVZLWK
shareholders and investors by updating its
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TRANSPARENCY
Purpose:
provide shareholders, the investment
community and other stakeholders with
equal and timely access to information about
the Company’s performance, enabling them
to make informed decisions regarding TMK
and its securities.

Mandatory disclosures:
http://www.e-disclosure.ru/portal/
company.aspx?id=274 and https://www.
londonstockexchange.com/exchange/pricesand-markets/stocks/exchange-insight/
company-news.html?fourWayKey=US87260R201
3USUSDIOBE

Governing regulations:
ǩ5HJXODWLRQVRQWKH,QIRUPDWLRQ3ROLF\
KWWSVZZZWPNJURXSUXPHGLDBUX
ȌOHV3ROR]KHQLHBREBLQIRUPDFLRQQR\B
SROLWLNHBSGI

https://www.tmk-group.ru

ǩ5HJXODWLRQVRQ,QVLGHU,QIRUPDWLRQ KWWSV
ZZZWPNJURXSFRPPHGLDBHQȌOHV
WPNBLQVLGHBUHJSGI
ǩ/LVWRI,QVLGHU,QIRUPDWLRQ KWWSVZZZWPN
JURXSFRPPHGLDBHQȌOHVWPNBLQVLGHB
LQIBHQSGI
ǩ,QWHUQDOUHJXODWLRQVRQFRRSHUDWLRQEHWZHHQ
70.EXVLQHVVXQLWVDQGHQWLWLHVLQWKH
SURFHVVRILQIRUPDWLRQGLVFORVXUH
Implementation:
H[HFXWLYHERGLHVWKH&RUSRUDWH6HFUHWDU\9LFH
3UHVLGHQW,QYHVWRU5HODWLRQVDQGRWKHU&RPSDQ\
XQLWVZLWKLQWKHSRZHUVJUDQWHGWRWKHPE\
LQWHUQDOUHJXODWLRQV

https://www.tmk-group.com
ǩStrict compliance with all statutory, regulatory
and stock exchange requirements
ǩSimultaneous disclosures in Russian and
English
ǩ Disclosure of material facts, issuer’s reports,
including TMK’s IFRS consolidated financial
statements and RAS accounts, list of affiliates,
(the Company’s internal regulations and
policies)
ǩQuarterly press releases presenting analysis
of the Company’s operational and financial
performance, as well as guidance

Additional disclosures:
https://www.tmk-group.ru/ir
https://www.tmk-group.com/ir
ǩQuarterly publications of TMK’s IFRS
consolidated financial statements

Improvement
TMK representatives play an active part in efforts
to improve disclosure regulations to increase
their relevance and eliminate redundant,
unnecessary formal procedures and duplications
(a regulatory guillotine process).

ǩ Quarterly financial and operational
performance presentations (https://www.tmkgroup.com/Corporate_presentations)
ǩ Quarterly calls for investors and analysts to
discuss the Company’s results and guidance
ǩCapital Markets Days (https://www.tmk-group.
com/cmd2019)
ǩ Investor roadshows
ǩParticipation in investment and industry
conferences
ǩ Site visits to TMK’s facilities for investors and
analysts
ǩ Feedback

2020 plans:
ǩ8SGDWHWKHLQWHUQDOUHJXODWLRQVDQGUHGHVLJQWKH
existing business processes in line with the expected
reform of information disclosure in the Russian
Federation
ǩ7KHPDQDJHPHQWRI70.*URXSGHFLGHGWRXVH
the Russian rouble instead of the US dollar as the
presentation currency for its IRFS consolidated financial
statements, effective as of 1Q 2020. The Russian rouble
is the functional currency of PAO TMK and most of its
subsidiaries (upon completion of the sale of IPSCO on
-DQXDU\ *LYHQWKHKLJKYRODWLOLW\LQWKHURXEOHǢV
exchange rate against the US dollar, presentation of
financial performance in Russian roubles has lately
served to reduce the FX-induced volatility in the
reporting and provide the users with more accurate
LQIRUPDWLRQDERXW70.*URXSǢVȌQDQFLDOUHVXOWV
financial position and cash flows.

Control:
%RDUGRI'LUHFWRUVDQG70.GHGLFDWHGXQLWV
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CORPORATE GOVERNANCE
REPORT
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CORPORATE GOVERNANCE FRAMEWORK
Purpose
To build and implement a
governance system that facilitates
asset protection and the longterm growth of the Company,
safeguarding the interests of
all shareholders and ensuring
their control over PAO TMK’s
operations, incorporating careful
consideration and balancing the
interests of all stakeholders.

ACCORDING TO THE NATIONAL CORPORATE GOVERNANCE
INDEX ANNUAL SURVEY, TMK RANKED AMONG THE TOP
20 RUSSIAN COMPANIES WITH THE BEST CORPORATE
GOVERNANCE DISCLOSURES IN 2019.

A new
Code of Ethics
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Refreshed
membership
of the governing
bodies
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5
out of 11
Board members
are independent
directors
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Governing regulations:
ǩDSSOLFDEOHODZV
ǩOLVWLQJUHTXLUHPHQWV
ǩWKH&RUSRUDWH*RYHUQDQFH
Code recommended by the
Bank of Russia, internal
documents, including
TMK Group’s Corporate
Governance Code and

Code of Ethics
http://www.e-disclosure.ru/
portal/files.aspx?id=274&type=1
http://www.tmk-group.ru/
Documents).

A RUB

External assessment
of the Board
of Directors’
performance

2.55
dividend per share
was paid
in 2019
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PAO TMK’S CORPORATE GOVERNANCE FRAMEWORK

AUDITOR
Ernst & Young

GENERAL MEETING OF SHAREHOLDERS
controlling shareholder 65.06%
minority shareholders 34.94%

approves

elects

REVISION
COMMITTEE

elects

agrees

Nomination
and Remuneration Committee
AUDIT
COMMITTEE

BOARD
OF DIRECTORS
approves
Secretary of the Board
of Directors

cooperates

agrees
Internal Audit
Service

elects

Strategy Committee

defines the position
on key matters

cooperates
Risk Management
Committee

appoints

CEO (CHAIRMAN
OF THE MANAGEMENT BOARD)

makes
recommendations

MANAGEMENT
BOARD

cooperates
defines the position on other
significant matters

Committee on Regulating
Compliance Risks

Controlled entities
cooperates
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The Articles of Association
stipulate that the General
Meeting of Shareholders is
PAO TMK’s supreme governing
body (https://www.tmk-group.
com/media_en/files/51/
POLOZhENIE_OB_OSA_PAO_
TMK_2018_nov_na_angl.
pdf), which elects the Board
of Directors and the Revision
Committee, and approves the
auditor.

The Board of Directors
(https://www.tmk-group.
com/media_en/files/51/
POLOZhENIE_O_SD_PAO_
TMK_2018_nov_na_angl.pdf):
ǩHOHFWVWKH&(2DQG
approves candidates for
the Management Board, as
advised by the CEO
ǩSURSRVHVFDQGLGDWHVIRU
executive bodies, as well as
nominees to the boards of
directors of controlled entities

Compliance with the Corporate
Governance Code recommended by
the Bank of Russia
Summarizing the results of its
five-year effort to implement the
recommendations of the Russian
Corporate Governance Code, PAO
TMK’s Board of Directors notes the
Code’s appreciable value for the
purposes of corporate governance
and states that the Company has
now implemented all applicable
recommendations to improve the
existing corporate practices (see
comments to paragraphs 2.5.1,
2.8.1., 2.8.2., 6.1.2. and 7.2.2. in the
Appendix to this Annual Report).
Nevertheless, the Board of Directors
will continue to follow the Code’s
recommendations in its practical
activities and will further refine
related compliance controls for the
benefit of all stakeholders.
Detailed Corporate Governance
Code Compliance Report is
attached to this Annual Report.

ǩHVWDEOLVKHVFRPPLWWHHV
whose resolutions are of an
advisory nature.
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Russian Corporate Governance Code incorporation progress at PAO TMK

64

74

72

67

74

Full compliance
Partial
compliance
No compliance

11

14
1
2015

Progress towards
the goals in 2019:
ǩ,QHDUO\ZHDSSURYHGWKH
updated TMK Group’s Code
of Ethics (https://www.tmkgroup.com/media_en/files/51/
Code_of_Ethics.pdf), which
consolidates various elements

Sustainable Development Report

1
2016

7

5

2017

2018

of business ethics previously
governed by several different
regulations and policies. The
Code is a crucial tool for building
TMK Group’s overall corporate
culture and core values, and is
aimed at preventing instances of
misconduct.
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2020 priorities:
ǩ&RPSOHWHWKHSURMHFWWR
introduce electronic voting
at the General Meetings of
Shareholders held in person
through electronic ballots,
including via a mobile
application
ǩ&RQWLQXHHQKDQFHPHQWRI
our corporate governance
practice through the adoption
of advanced standards

2019

ǩ([WHUQDOSHUIRUPDQFH
assessments of the Board
of Directors, its Committees
and individual Board
members were carried out.
The results were reviewed at
an in-person Board meeting
on April 25, 2019.

ǩ6KDUHKROGHUVZHUHSURYLGHG
with remote access to
general meetings through
teleconferencing.

CORPORATE
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BOARD OF DIRECTORS
AND ITS COMMITTEES
COMPOSITION OF THE BOARD OF DIRECTORS

Board composition and independence

Changes in the composition of the Board of Directors in 2019
(resolutions of the General Meeting of Shareholders held on June 20, 2019)

OVER THE PAST SEVEN CONSECUTIVE
YEARS, PAO TMK’S BOARD MEMBERS
HAVE BEEN CONSISTENTLY
RECOGNIZED AMONG THE BEST
PROFESSIONALS IN CORPORATE
GOVERNANCE BY THE DIRECTOR OF
THE YEAR NATIONAL AWARDS.

New members

Tenure on the Board of
Directors (years)

Stepped down

Independent
directors

Frank-Detlef Wende
Natalyia Chervonenko

Yaroslav Kuzminov (1.5)
Sergey Kravchenko (3.5)
Alexander Shokhin (11.5)

Peter O’Brien
Robert Mark Foresman

Non-executive
directors

Mikhail Khodorovsky

Dmitry Pumpyanskiy (15.5)
Alexander Pumpyanskiy (2.5)
Anatoly Chubais (4.5)

Sergey Papin

Executive directors

Andrey Kaplunov (14.5)
Alexander Shiryaev (14.5)

18%

46%

36%

Independent directors –

5

Non-executive directors – 4
Executive directors – 2

INDEPENDENT DIRECTORS
Independent Directors account
for about a half of the Board
members (five out of eleven).
The independence of a Board
member is assessed by the
Nomination and Remuneration
Committee when the list of

nominees to the Board of
Directors is being drawn up,
and is verified for the Moscow
Exchange on a quarterly basis.
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The Board of Directors may
recognize a Board member

as independent even if the
Board member has signs of
affiliation with the issuer. Board
member Alexander Shokhin,
whose tenure on the Board
exceeds eleven years, has been
recognized by the Board of
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Directors as independent; the
Board resolution is disclosed
on TMK’s website: https://
www.tmk-group.com/bod/
Alexander_N_Shokhin.
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Professional competence,
communication skills
and acknowledgement
Members of the Board of
Directors of PAO TMK are
individuals capable of making
independent judgements; they are
distinguished for their impeccable
business and personal reputation
and possess all the required
skills: more than half of the eleven
Board members have higher
academic degrees, including
three doctors of sciences. Eight
Board members have economics
degrees and one of them also
holds an engineering degree.
One Board member has a degree
in management and two Board
members hold engineering
degrees. Six Board members have
received state awards – orders of
the Russian Federation.

Gender balance
of the Board

Female representation
on the Board of Directors
In 2019, Natalia Chervonenko
was elected to the Board as an
independent director and the
Audit Committee Chair. Natalia
possesses all the required
skills as well as an impeccable
professional reputation, with
extensive experience as a senior
executive and board member
at major Russian banks and
companies.

9%

91%
Male

Tenure on the Board
of Directors
18%

Female

Age balance of the Board
9%

37%

55%

Over the past seven consecutive
years, members of TMK’s
Board of Directors have been
consistently recognized among the
best professionals in corporate
governance by the Director of
the Year National Awards held
annually by the Professional
Directors Association and the
Russian Union of Industrialists
and Entrepreneurs in partnership
with PricewaterhouseCoopers
(PwC). Member of PAO TMK’s
Board of Directors Alexander
Shokhin was ranked among the
Top 50 Independent Directors
in 2019. Dmitry Pumpyanskiy,
Chairman of TMK’s Board of
Directors, was included in the
Top 25 ranking of board chairmen
(https://nand.ru/professionalinformation/ratings/rating-2019/).
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1 to 3 years
(2 Board members)

Under 1 year
(3 Board members)

3 to 6 years
(2 Board members)

Shareholder Information

Board members, i.e. the
optimal number for public companies

36%

Over 6 years
(4 Board members)

Corporate Governance Report

The number of members of the Board
of Directors is specified in PAO TMK’s
Articles of Association and equals –

11

18%
27%

Board members’ liability insurance
Starting from 2006, TMK has insured the liability of its Board
members and officers. Liability insurance covers the insured
persons against any possible damage caused by unintentional errors
(or omissions) in the course of managing the Company. Insured
events also include claims filed against the Company in respect
of its securities. The terms and conditions of insurance contracts,
including risk coverage, comply with the international best practice
in insurance against similar risks. The maximum coverage per claim
and per policy period amounts to $50 million.

61–70 years (6 Board members)
50–60 years (4 Board members)
30–40 years (1 Board member)
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AS AT DECEMBER 31, 2019, FOLLOWING THE ANNUAL GENERAL MEETING OF
SHAREHOLDERS HELD ON JUNE 20, 2019, PAO TMK’S BOARD OF DIRECTORS WAS
COMPOSED AS FOLLOWS:
Dmitry
Pumpyanskiy

Andrey
Kaplunov

Sergey
Kravchenko

Yaroslav
Kuzminov

Frank-Detlef
Wende

Alexander
Pumpyanskiy

Natalia
Chervonenko

Anatoly
Chubais

Alexander
Shiryaev

Chairman of the
Board,
Non-Executive
Director
of Directors

Executive
Director

ǩ Independent
Director

ǩ Independent
Director

ǩ Independent
Director

Non-Executive
Director

ǩ Independent
Director

Non-Executive
Director

Executive
Director
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Alexander
Shokhin

ǩIndependent
Director

Mikhail
Khodorovsky

Non-Executive
Director
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Relevant experience in the last five years
Dmitry
Pumpyanskiy
Chairman of the Board of Directors,
Non-Executive Director
Mr Pumpyanskiy was born in 1964.
He graduated from Kirov Ural Polytechnic Institute in 1986. He
holds a Ph.D. in Technical Sciences and is a Doctor of Economics.
He is beneficial owner of TMK and has been a member of

Period

Organization

Position

2019 – present

Ural Interregional Research and Education Center – Advanced Industrial Technologies and Materials

Member of the Supervisory Board

2019 – present

Council of World-Class Research and Education Centers

Member of the Council

2019 – present

JSC Sinara Group

Member of the Board of Directors

2019 – present

Russian Football Union

Member of the Board of Trustees

2018 – present

Bolshoi Theatre

Member of the Board of Trustees

2018 – present

Russian-American Council for Business Cooperation

Deputy Chairman of the Board of Trustees, member
of the Board of Trustees

2018 – present

Russian Union of Industrialists and Entrepreneurs

Chairman of the Committee on Technical Regulation, Standardization and Compliance Assessment

2017 – present

St. Catherine’s Charitable Foundation

Board member

2016 – present

Chamber of Commerce and Industry of the Russian Federation

Board member

2015 – 2016

Russian Steel Association

President

2015 – present

Demidov Scientific Foundation (Yekaterinburg)

Member of the Board of Trustees

2014 – present

JSC Sinara – Transport Machines

Member of the Board of Directors

2014 – present

Foundation for Development of the Center for Elaboration and Commercialization of
New Technologies

Member of the Board of Directors

the Board of Directors of PAO TMK since 2004. He has been
Chairman of the Board of Directors since 2005. Mr. Pumpyanskiy
was awarded a second class Medal of the Order for Merit to the
Fatherland, a fourth class Order for Merit to the Fatherland, and
the Order of Honor, is a Russian Government prize winner in
Science and Technology, an Honored Metallurgist.
He was declared the winner of the Director of the Year National
Award in the Chairman of the Board category: Contribution to the
Development of Corporate Governance category in 2011, and was
among the Top 25 Board Chairmen 2012 and from 2015 to 2019.
At present, he is extensively involved in public activities aimed at
promoting the Russian metals industry.

CONTINUATION
Fields of interest: metals industry economics, and physics of
metals. Author of 4 monographs and over 70 scientific papers.
Principal employment: President of JSC Sinara Group.
Direct holding in PAO TMK: 0.0063%.
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BEGINNING
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2014 – present

ISTOKI Endowment Fund

Member of the Board of Trustees

2014 – 2016

Chamber of Commerce and Industry of the Russian Federation

Member of the Management Board

2014 – present

Federation of Ski-Jumping and Nordic Combined of Russia

Chairman of the Board of Trustees

2014 – present

Russian Olympians Foundation

Board member, member of the Council of Trustees,
member of the Presidium

2014 – present

Ural Federal University named after the first President of Russia B.N. Yeltsin

Chairman of the Supervisory Board

2014 – present

Sverdlovsk Regional Union of Industrialists and Entrepreneurs (Regional Association
of Employers)

President

2014 – present

Russian Union of Industrialists and Entrepreneurs

Member of the Bureau, member of the Management
Board

2014 – present

Russian Union of Industrialists and Entrepreneurs (All-Russia Association of Employers)

Member of the Bureau, member of the Management
Board

2014 – present

Joint Stock Commercial Bank of Support to Commerce and Business

Member of the Board of Directors

2014 – present

PAO TMK

Chairman of the Board of Directors

2014 – present

World Steel Association

Board member

2014 – 2019

JSC Sinara Group

Chairman of the Board of Directors

2014 – present

JSC Sinara Group

President

2014 – present

National Council on Corporate Governance

Member of the Partnership

2014 – present

Russian Steel Association

Member of the Supervisory Board
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Relevant experience in the last five years
Andrey
Kaplunov
Executive Director, has been a member
of the Board of Directors since 2005
Mr Kaplunov was born in 1960.
He graduated from Moscow Finance Institute
in 1982 and later completed a postgraduate
degree programme there. He holds a Ph.D. in

Period

Organization

Position

2019 – present

JSC Sinara Group

Vice President

2019 – present

PAO TMK

Vice President

2015 – present

JSC Orsky Machine Building Plant

Chairman of the Board of Directors

2014 – present

Sinara Yekaterinburg futsal club (Sverdlovsk Regional Sports Non-Governmental
Fund)

Member of the Board of Trustees

2014 – present

JSC Interregional private BIG Pension Fund

Member of the Board of Directors

2014 – 2019

PAO TMK

Member of the Management Board, First Deputy
CEO

2014 – present

PAO TMK

Member of the Board of Directors

2014 – present

JSC Trade House TMK

Chairman of the Board of Directors

2014 – present

PJSC Seversky Pipe Plant

Chairman of the Board of Directors

2014 – present

JSC Volzhsky Pipe Plant

Chairman of the Board of Directors

2014 – present

PJSC Taganrog Metallurgical Works

Chairman of the Board of Directors

2014 – present

PJSC Sinarsky Pipe Plant

Chairman of the Board of Directors

2014 – present

Joint Stock Commercial Bank of Support to Commerce and Business

Member of the Board of Directors

2014 – present

JSC Sinara Group

Member of the Board of Directors

Economics. He has been commended in the
Letters of Acknowledgement from the Ministry of
Industry and Trade of the Russian Federation.
Mr Kaplunov joined PAO TMK in 2001.
Principal employment: Vice President
of PAO TMK.
Holding in PAO TMK: 0.0067%.
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Sergey
Kravchenko

Relevant experience in the last five years

Independent Director, Chairman of
the Nomination and Remuneration
Committee, member of the Strategy
Committee, member of the Board of
Directors since 2016
Mr Kravchenko was born in 1960.

Period

Organization

Position

2018 – present

PAO TMK

Chairman of the Nomination and Remuneration
Committee

2016 – present

PAO TMK

Member of the Board of Directors, member of the
Strategy Committee

2014 – present

The Boeing Company

President of Boeing Russia/CIS, Vice President of
Boeing International

He graduated from Moscow Auto-Mechanical
Institute in 1982. He is a Doctor of Technical
Sciences, Professor, and has been awarded
the Order of Friendship.
Principal employment:
President of Boeing Russia/CIS.
Holds no shares in PAO TMK.
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Relevant experience in the last five years

Yaroslav
Kuzminov

Period

Organization

Position

2018 – present

PAO TMK

Member of the Board of Directors, member of the
Nomination and Remuneration Committee

2018 – present

Russian Union of Industrialists and Entrepreneurs

Member of the Expert Council for Strategic Documents

2018 – present

I’m Professional, association of student competition organizers

Deputy Head of Association

2018 – present

All-Russia People’s Front

Member of the Central Office

2017 – present

National Agency for Qualification Development

Member of the Supervisory Board

Economics and is an Associate Professor.

2017 – 2019

JSC Prosveshcheniye Publishers

Member of the Board of Directors

Mr. Kuzminov has been awarded a third class

2017 – present

Association of Global Universities

Chairman of the Board

2016 – present

City for People, endowment fund for social projects

Chairman of the Board of Trustees

2015 – present

All-Russia People’s Front

Co-Chairman of the Moscow Regional Office

2015 – present

Association of federal universities, national research universities, Lomonosov Moscow State
University and Saint Petersburg State University (Association of Leading Universities)

Member of the Association

2015 – present

Diocese of Moscow of the Russian Orthodox Church

Member of the Diocese’s Council for Theological
Education

2015 – present

Pokrovsky Kvartal School

Chairman of the Managing Board

2014 – present

Center for Expert Assessment of the Issues of the World Trade Organization

Member of the Supervisory Board

2014 – present

Association of the Leading Universities in Economics and Management

Chairman of the Board

Independent Director, member of
the Nomination and Remuneration
Committee, member of the Board of
Directors since 2018

Mr Kuzminov was born in 1957.
He graduated from Lomonosov Moscow
State University in 1979. He holds a PhD in

Order for Merit to the Fatherland, a fourth
class Order for Merit to the Fatherland, and
the Order of Honor.
Principal employment: National Research
University Higher School of Economics.
Holds no shares in PAO TMK.
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BEGINNING
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2014 – present

Boris Yeltsin Presidential Library

Member of the Academic Council

2014 – present

National Research University Higher School of Economics

Rector

2014 – present

Center for Strategic Research

Board member

2014 – present

Russian Union of Rectors

Member of the Union

2014 – present

The Union of Machine Engineers of Russia (All-Russia Industry Association of Employers)

Member of the Management Board

2014 – present

Russian International Affairs Council

Member of the Partnership

2014 – present

National Accreditation Council of Business and Management Education

Member of the Rector Supervisory Board under the
Presidium

2014 – present

Ural Federal University named after the first President of Russia B.N. Yeltsin

Member of the Supervisory Board

2014 – present

Margarita Rudomino All-Russia State Library for Foreign Literature

Member of the International Board of Trustees

2014 – present

Association of Higher Educational Institutions of Moscow

Member of the Presidium of the Council of Rectors
of Moscow and the Moscow Region

2014 – present

Council on Foreign and Defense Policy

Member of the Union

2014 – present

Independent University of Moscow (Department of Mathematics)

Member of the Board of Trustees

2014 – 2015

Institute of Urban Humanitarian Development

Member of the Supervisory Board

2014 – present

New Economic Association

Member of the Management Board, member of the
Expert Council
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Relevant experience in the last five years
Frank-Detlef
Wende
Independent Director, member of the
Audit Committee, member of the Board of
Directors since 2019

Period

Organization

Position

2019 – present

PAO TMK

Member of the Board of Directors, member of the
Audit Committee

2019 – present

Financial University under the Government of the Russian Federation

Dean of the Faculty of Logistics, member of the
Academic Council

2014 – present

Moscow Automobile and Road Construction State Technical University

Head of the Chair of Logistics, member of the
Academic Council, member of the Scientific and
Technical Council

Mr Wende was born in 1952.
He graduated from Moscow Automobile and
Road Construction State Technical University
in 1975 and holds a PhD in Technical Sciences,
Professor.
Principal employment: Head of the Chair of
Logistics at Moscow Automobile and Road
Construction State Technical University.
Holds no shares in PAO TMK.
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Relevant experience in the last five years

Alexander
Pumpyanskiy
Non-Executive Director, member
of the Audit Committee and the
Strategy Committee. Member of the
Board of Directors since 2017

Mr Pumpyanskiy was born in 1987.
He graduated from the University of Geneva
with a degree in Business Management in
2008, and obtained a Master’s degree in

Period

Organization

Position

2019 – present

Joint Stock Commercial Bank of Support to Commerce and Business

President

2019 – present

JSC Sinara Group

Chairman of the Board of Directors

2018 – 2019

OFSI Holding LLC

Member of the Board of Directors

2018 – present

Domus Flavia Investments AG

Administrator

2018 – present

IPSCO Tubulars Inc.

Member of the Board of Directors

2018 – present

Sinara Capital Management SA

Managing Director

2018 – present

PAO TMK

Member of the Board of Directors, member of the
Audit Committee, member of the Strategy Committee

2017 – 2018

PAO TMK

Member of the Board of Directors, member of the
Audit Committee, member of the Nomination and
Remuneration Committee

2017 – present

Association of Banks of Russia

Board member

2017 – 2019

OFS International LLC

Member of the Board of Directors

2017 – 2019

Oak Town Real Estate SA

Chairman of the Board of Directors, Administrator

Economics at the University of Geneva in 2015.
Principal employment: President of SKBBANK.
Holds no shares in PAO TMK.

CONTINUATION

Company at a Glance

Strategic Report

Shareholder Information

Corporate Governance Report

Sustainable Development Report

Appendices

BOARD OF DIRECTORS
AND ITS COMMITTEES

69

BEGINNING
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2016 – present

Joint Stock Commercial Bank of Support to Commerce and Business

Chairman of the Board of Directors

2016 – present

TMK Steel Holding Limited

Member of the Board of Directors

2016 – present

Lera Capital SA

Managing Director, Investment Portfolio Manager

2014 – 2016

Joint Stock Commercial Bank of Support to Commerce and Business

Deputy Chairman of the Board of Directors

2014 – present

JSC Sinara Group

Member of the Board of Directors

2014 – present

Segilo AG

Member of the Board of Directors

2014 – 2016

Sinara Capital Management

Investment Analyst

2014 – 2014

Joint Stock Commercial Bank of Support to Commerce and Business

Member of the Board of Directors
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Relevant experience in the last five years
Natalia
Chervonenko

Period

Organization

Position

2019 – present

PAO TMK

Member of the Board of Directors, Chairwoman of
the Audit Committee

2016 – 2016

JSC Gazprombank

First Vice President

2014 – 2016

JSC Gazprombank

Deputy Chairwoman of the Board of Directors

2014 – 2016

CJSC Areximbank – Gazprombank Group

Member of the Board of Directors

2014 – 2015

LLC GPB-Factoring

Chairwoman of the Board of Directors

2014 – 2016

CJSC REP Holding

Member of the Board of Directors

2014 – 2015

CJSC REP Holding

Deputy Chairwoman of the Board of Directors

Fatherland in 2012.

2014 – 2016

JSC Credit Ural Bank

Deputy Chairwoman of the Board of Directors

Principal employment: member of the

2014 – 2016

JSC Gazprombank Leasing

Member of the Board of Directors

2014 – 2015

OJSC Far Eastern Shipbuilding and Ship Repair Center

Member of the Board of Directors

Independent Director, Chairwoman of
the Audit Committee, member of the
Board of Directors since 2019

Ms Chervonenko was born in 1966.
She graduated from the Far Eastern Institute
of Consumer Services in 1988. She holds a
PhD in Economics and was awarded a second
class Medal of the Order for Merit to the

Board of Directors, Chairwoman of the Audit
Committee of PAO TMK.
Holds no shares in PAO TMK.
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Relevant experience in the last five years
Anatoly
Chubais
Non-Executive Director, member of the
Strategy Committee, member of the
Board of Directors since 2015

Mr Chubais was born in 1955.

Period

Organization

Position

2019 – present

Moscow Innovation Cluster Fund

Member of the Supervisory Board

2018 – present

Association of Innovative Regions of Russia

Member of the Supervisory Board

2018 – present

Russia Renewable Energy Development Association

President

2018 – present

Russian-American Council for Business Cooperation

Member of the Board of Trustees

2015 – present

PAO TMK

Member of the Board of Directors, member of the
Strategy Committee

2015 – present

Innovation and R&D Directors Club

Member of the Supervisory Board

2015 – present

National Association of Manufacturers of Building Materials, Products and Structures

Co-Chairman of the Supervisory Board

2014 – present

LLC RUSNANO Management Company

Member of the Board of Directors

2014 – present

LLC RUSNANO Management Company

Chairman of the Management Board

2014 – present

Hospice Charity Fund Vera

Member of the Board of Trustees

2014 – present

Tri Alpha Energy, Inc.

Member of the Board of Directors

2014 – present

Far Eastern Federal University

Member of the Supervisory Board

2014 – present

Saint Petersburg State University

Member of the International Board of Trustees at
the Graduate School of Management

2014 – present

Southern Federal University

Member of the Board of Trustees

2014 – present

Advanced Research Foundation

Member of the Board of Trustees

He graduated from the Palmiro Togliatti
Leningrad Institute of Engineering and
Economics in 1977 and the School of
Advanced Training of Moscow Power
Engineering Institute in 2002. He holds a PhD
in Economics.
He was awarded third class and fourth class
Orders for Merit to the Fatherland, a Medal
for Merit to the Chechen Republic, and a
first class Medal for Special Contribution
to the Development of Kuznetsk Basin. He
has been commended in three Letters of
Acknowledgement from the President of
Russia (in 1995, 1997, and 1998).
Principal employment: Chairman of the
Management Board of LLC RUSNANO
Management Company
Holds no shares in PAO TMK.
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BEGINNING
2014 – present

Russian Nanoindustry Association

Member of the Board of Trustees

2014 – present

Stupeni Charitable Foundation

Founder

2014 – present

RUSNANO School League

Chairman of the Board of Trustees

2014 – 2015

Council on Foreign Relations

Member of the Global Board of Advisers

2014 – present

LLC RusnanoMedInvest

Member of the Board of Directors, Chairman of the
Board of Directors

2014–2018

Presidential Council for Economic Modernization and Innovative Development of the
Russian Federation

Member of the Council

2014 – present

LLC NovaMedica

Member of the Board of Directors, Chairman of the
Board of Directors

2014 – present

PJSC Moscow Exchange

Chairman of the Innovation and Investment Market
Coordination Board

2014 – present

Polytechnic Museum

Deputy Chairman of the Board of Trustees

2014 – present

E-Learning for Nanoindustry (eNano)

Member of the Supervisory Board

2014 – present

Non-Profit Partnership National Council on Corporate Governance

Member of the Partnership

2014 – 2015

Stichting Joule Global Foundation

Member of the Board of Directors

2014 – 2015

Joule Global Holdings B.V.

Member of the Board of Directors

2014 – present

JSC RUSNANO

Member of the Board of Directors

2014 – 2014

OJSC RUSNANO

Chairman of the Management Board, member of the
Management Board

CONTINUATION

Company at a Glance

Strategic Report

Shareholder Information

Corporate Governance Report

Sustainable Development Report

Appendices

BOARD OF DIRECTORS
AND ITS COMMITTEES

73

BEGINNING
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2014 – 2017

JSC Sarov Technopark

Member of the Board of Directors

2014 – present

Moscow Institute of Physics and Technology (National Research University)

Head of the Department of Technological Entrepreneurship

2014 – present

Foundation for Development of the Center for Elaboration and Commercialization of
New Technologies

Board member

2014 – present

Yegor Gaidar Foundation

Chairman of the Board of Trustees

2014 – present

Fund for Infrastructure and Educational Programmes

Member of the Supervisory Board, Chairman of the
Management Board, member of the Management
Board

2014 – 2015

RUSNANO Capital AG

Chairman of the Board of Directors

2014 – present

Boris Yeltsin Presidential Center Foundation

Member of the Board of Trustees

2014 – present

Moscow Theatre School of Modern Drama

Chairman of the Board of Trustees

2014 – present

Russian Union of Industrialists and Entrepreneurs (Non-governmental organization)

Member of the Management Board, member of the
Bureau, Chairman of the Committee on Innovation
Policies and Innovative Entrepreneurship

2014 – present

Russian Union of Industrialists and Entrepreneurs (All-Russian association of employers)

Member of the Management Board, member of the
Bureau, Chairman of the Committee on Innovation
Policies and Innovative Entrepreneurship

2014 – present

EU-Russia Industrialists’ Round Table

Chairman of the Supervisory Board
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Relevant experience in the last five years
Alexander
Shiryaev
Executive Director, member of the
Strategy Committee, member of the
Board of Directors since 2005

Mr Shiryaev was born in 1952.
He graduated from the Sverdlovsk Institute
of National Economy in 1991. Mr. Shiryaev
was awarded second and third class Badges
of Merit to the Sverdlovsk Region, he is an
Honored Metallurgist and the winner of the
Russian Federation Government Prize for
Science and Technology (2018). He joined
PAO TMK in 2003.
Principal employment: Vice President of
PAO TMK.
Holding in PAO TMK: 0.015%.

Company at a Glance

Strategic Report

Shareholder Information

Corporate Governance Report

Period

Organization

Position

2019 – present

JSC Sinara Group

Vice President

2019 – present

PAO TMK

Vice President

2017 – present

PAO TMK

Member of the Strategy Committee

2016 – present

D.О.О. VIZAVI

CEO

2014 – present

JSC Orsky Machine Building Plant

Member of the Board of Directors

2014 – 2019

PAO TMK

CEO, Chairman of the Management Board

2014 – 2015

JSC Orsky Machine Building Plant

Chairman of the Board of Directors

2014 – present

JSC Trade House TMK

Member of the Board of Directors

2014 – present

PJSC Seversky Pipe Plant

Member of the Board of Directors

2014 – 2015

OAO TMK

Member of the Strategy Committee

2014 – present

PAO TMK

Member of the Board of Directors

2014 – present

JSC Volzhsky Pipe Plant

Member of the Board of Directors

2014 – present

PJSC Taganrog Metallurgical Works

Member of the Board of Directors

2014 – present

PJSC Sinarsky Pipe Plant

Member of the Board of Directors

2014 – present

JSC Sinara Group

Member of the Board of Directors
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Relevant experience in the last five years
Alexander
Shokhin

Period

Organization

Position

2016 – 2019

Agency for Technological Development

Member of the Supervisory Board

2016 – present

Chamber of Commerce and Industry of the Russian Federation

Board member

2016 – present

PAO Mechel

Deputy Chairman of the Board of Directors

2015 – present

JSC Russian Small and Medium Business Corporation

Member of the Board of Directors

2014 – 2016

JSC United Transport and Logistics Company

Member of the Board of Directors

2014 – 2018

OOO Merrill Lynch Securities

Advisor

2014 – 2014

OJSC ALROSA

Member of the Board of Directors

2014 – present

PAO TMK

Member of the Board of Directors, Chairman of the
Strategy Committee

of public and government awards, including

2014 – present

Eurasia Drilling Company Limited

Member of the Board of Directors

a second class Order of Holy Prince Daniel

2014 – 2014

JSC Russian Railways

Member of the Board of Directors

2014 – 2014

OJSC Fortum

Member of the Board of Directors

2014 – present

Agency for Strategic Initiatives to Promote New Projects

Member of the Supervisory Board

Independent Director, Chairman of the
Strategy Committee, member of the
Board of Directors since 2008

Mr Shokhin was born in 1951.
He graduated from Lomonosov Moscow
State University in 1974 and is a Doctor of
Economics and a Professor. Mr. Shokhin was
awarded third and fourth class Orders for
Merit to the Fatherland, an Order of Alexander
Nevsky, an Order of Honor, and a number

of Moscow and a Medal in Commemoration
of the 850th Anniversary of Moscow. In
2008, he won the National Award of the
Independent Directors Association in the
Independent Director category, and has been

CONTINUATION

ranked among Top 50 Independent Directors
since 2012.
Principal employment: President of
the Russian Union of Industrialists and
Entrepreneurs.
Holds no shares in PAO TMK.
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BEGINNING
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2014 – present

Russian Union of Industrialists and Entrepreneurs (Non-governmental
organization)

President, member of the Management Board,
member of the Bureau

2014 – present

Russian Union of Industrialists and Entrepreneurs (All-Russian association
of employers)

President, member of the Management Board,
member of the Bureau

2014 – present

National Research University Higher School of Economics

President, member of the Supervisory Board

2014 – present

Russian-American Council for Business Cooperation

Chairman of the Board of Trustees

2014 – present

Non-Profit Partnership National Council on Corporate Governance

Member of the Partnership, member of the Presidium

2014 – present

German-Russian Chamber of Commerce

Member of the Presidential Council

2014 – present

Russian International Affairs Council

Member of the Board of Trustees
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Relevant experience in the last five years
Mikhail
Khodorovsky
Non-Executive Director, member of
the Nomination and Remuneration
Committee, member of the Board of
Directors since 2019

Mr Khodorovsky was born in 1952.
He graduated from Chelyabinsk Polytechnic
Institute in 1975. He is a Doctor of Economics
and a Professor.
Principal employment: CEO of JSC Sinara
Group.
Holds no shares in PAO TMK.

Period

Organization

Position

2019 – present

PAO TMK

Member of the Board of Directors, member of the
Nomination and Remuneration Committee

2018 – 2019

PAO TMK

Chairman of the Revision Committee

2016 – present

Joint Stock Commercial Bank of Support to Commerce and Business

Member of the Board of Directors

2016 – 2018

LLC Sinara – Development

Member of the Board of Directors

2014 – 2016

JSC Kaluga Plant of Track Vehicles and Hydraulic Transmissions

Member of the Board of Directors

2014 – 2015

JSC Kaluga Plant of Track Vehicles and Hydraulic Transmissions

Chairman of the Board of Directors

2014 – 2017

Association of Regional Banks of Russia

Council member

2014 – 2016

Joint Stock Commercial Bank of Support to Commerce and Business

Chairman of the Board of Directors

2014 – present

JSC Sinara Group

Member of the Board of Directors

2014 – present

JSC Sinara – Transport Machines

Member of the Board of Directors
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BEGINNING
2014 – present

Joint-Stock Commercial Bank of Support to Commerce and Business (parttime)

Chairman of the Strategy Committee

2014 – present

JSC Sinara Group

CEO

2014 – 2018

JSC Sinara – Development

Member of the Board of Directors

2014 – present

Ural Federal University named after the first President of Russia B.N. Yeltsin

Head of the Department of Bank and Investment
Management

2014 – present

Sverdlovsk Region Governor’s Programmes Fund

Board member

2014 – 2018

PJSC Kamenskoe

Chairman of the Board of Directors

2014 – present

Football Club Ural Yekaterinburg

Member of the Board of Directors

2014 – 2017

JSC Arkhyz – Sinara

Chairman of the Board of Directors

2014 – 2014

Association of Regional Banks of Russia

Deputy Chairman of the Council

2014 – 2018

LLC Arkhyz-1650

Chairman of the Board of Directors

2014 – 2015

LLC TMK CHERMET

Chairman of the Board of Directors

AS AT DECEMBER 31, 2019, THE MEMBERS OF THE BOARD OF DIRECTORS HELD NO INTEREST IN CONTROLLED ENTITIES. IN 2019,
THE MEMBERS OF THE BOARD OF DIRECTORS DID NOT ENTER INTO ANY TRANSACTIONS TO ACQUIRE, OR DISPOSE OF, PAO TMK SHARES.
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PERFORMANCE OF THE BOARD OF DIRECTORS IN 2019

Maxim
Kurbatov

The Board of Directors organizes its activities addressing the
Company’s strategic objectives based on the annual plan of
Board meetings. Agendas of the meetings are disclosed in
advance to all stakeholders as corporate action notices.

Secretary of the Board of Directors
(Corporate Secretary)

Mr Kurbatov was born in 1967.
He graduated from Kirov Ural Polytechnic

At least once a year, the Board of Directors discusses the
following matters at one or several meetings:

Institute, the Academy of National Economy
under the Government of the Russian

ǩ Performance of the Board of Directors

Federation, and Moscow State Law Academy.
He joined PAO TMK in 2002 and headed the

ǩ Cooperation and coordination between the Board of
Directors and the Company’s executive bodies

CEO’s Executive Office and the Corporate
Governance Service. He has been the
Secretary of the Board of Directors

ǩ Performance assessment of governing bodies and
their members

since 2005.

ǩ Policy on remuneration and compensation for the CEO
and key employees
ǩ Strategic directions of the Company’s economic
activities, and associated risks

In 2019, the Board
of Directors held

22
meetings including
7 meetings in person

ǩ Corporate governance and internal control
performance featured in reports by executive
management
ǩ Recommendations on the auditor’s report and fee
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BOARD OF DIRECTORS’ REPORT ON THE PROGRESS IN PRIORITY BUSINESS AREAS AT TMK
Strategic objective

Matters discussed at the meetings of the Board of Directors in 2019

Efficient governance

Approval of TMK Group’s target structure for 2020

Approval of the Company’s auditor

Election of the Chairman and Secretary of the Board of Directors, and members of
the Board of Directors’ Committees; approval of PAO TMK’s governing bodies

Approval of the annual schedule of the Board of Directors’ activities

Implementation of the Board of Directors’ resolutions

Performance of the Internal Audit Service in 2019

Performance of the Company’s American division in 2018

Performance of the Board Committees

Results of the performance assessment of the Board of Directors and its Committees in the 2018–2019 corporate year

Establishment of OOO Sinatom jointly with AO Sinara Group

Enhancing the sales platform and leveraging TMK’s global scale

Launching PAO TMK’s standalone unit in Yuzhno-Sakhalinsk

Establishment of a subsidiary in the State of Delaware (USA)

Focus on innovation and digitalization

Establishing PAO TMK’s executive bodies taking into account top management’s expertise required to address innovation development and digital transformation tasks

Strengthening financial performance and investment appeal

Approval of the consolidated budget for 2020

Approval of management reports and consolidated financial statements

Implementation of the Buyback Programme for 2018–2019 to repurchase PAO TMK
shares and GDRs

Resolution on the disposal of ordinary shares in IPSCO Tubulars Inc.

Recommendations to the Extraordinary General Meeting of Shareholders on the
dividend for 1Q 2019
Development of incentive systems aimed at aligning the interests of shareholders, management and employees

Remuneration of the Company’s managers for 2018, key performance indicators and
remuneration arrangements for 2019

Sustainable development and corporate social responsibility

Approval of TMK Group’s Code of Ethics

Development of TMK2U Corporate University

HSE situation at TMK Group’s facilities

Approval of the Policy on Social Investment, Charitable and Sponsorship Activities of PAO TMK

Company at a Glance

Strategic Report

Shareholder Information

Corporate Governance Report

Sustainable Development Report

Appendices

BOARD OF DIRECTORS
AND ITS COMMITTEES

81

DIRECTORS’ ATTENDANCE AT MEETINGS OF THE BOARD OF DIRECTORS AND RELEVANT BOARD COMMITTEES* IN 2019
Board
of Directors

Audit
Committee

Nomination and Remuneration Committee

Strategy
Committee

22 meetings

9 meetings

6 meetings

5 meetings

Frank-Detlef Wende

11 (12)*

4 (4)

–

–

Andrey Kaplunov

22

–

–

–

Sergey Kravchenko

22

–

6

5

Yaroslav Kuzminov

21

–

6

–

Peter O’Brien

10 (10)*

5 (5)

–

–

Sergey Papin

10 (10)*

–

2 (3)

–

Alexander Pumpyanskiy

21

7

–

4

Dmitry Pumpyanskiy (Chairman)

22

–

–

–

Robert Mark Foresman

10 (10)*

4 (5)

–

–

Mikhail Khodorovsky

12 (12)*

–

3 (3)

–

Natalia Chervonenko

12 (12)*

4 (4)

–

–

Anatoly Chubais

20

–

–

–

Alexander Shiryaev

22

–

–

4

Alexander Shokhin

20

–

–

5

* Bracketed figures denote the number of meetings held during the period when a Director served on the Board of Directors and on the relevant Board Committee.
Submission of a written opinion stating the position in voting on agenda items was counted as attendance at the meeting.
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COMMITTEES OF THE BOARD OF DIRECTORS
The Board of Directors has three standing
committees: the Audit Committee, the
Nomination and Remuneration Committee
and the Strategy Committee. The current
Committees were formed by the Board of
Directors on 21 June 2019, in compliance with
the Code and exchange listing rules, and in line
with the Company’s implementation of inclusive
practices whereby Committees include nonexecutive directors who have extensive and
diverse professional experience as well as the
knowledge of TMK’s business profile.

Changes in the composition of the Committees in 2019
Committee members newly elected
on June 21, 2019

Strategic Report

Shareholder Information

Stepped down
on June 21, 2019

Audit Committee
Frank-Detlef Wende
Natalia Chervonenko

Natalia Chervonenko, Chair, Independent Director
Frank-Detlef Wende, Independent Director
Alexander Pumpyanskiy, Non-Executive Director

Peter O’Brien
Robert Mark Foresman

Nomination and Remuneration Committee
Mikhail Khodorovsky

The composition of the Audit Committee was
changed considerably, and Natalia Chervonenko
was elected as its new Chairwoman. A new nonexecutive director, Mikhail Khodorovsky, was
elected to the Nomination and Remuneration
Committee.

Company at a Glance

Committee composition
as at December 31, 2019

Sergey Kravchenko, Chair, Independent Director
Yaroslav Kuzminov, Independent Director
Mikhail Khodorovsky, Non-Executive Director

Sergey Papin

Strategy Committee
Alexander Shokhin, Chair, Independent Director
Sergey Kravchenko, Independent Director
Alexander Pumpyanskiy, Non-Executive Director
Anatoly Chubais, Non-Executive Director
Alexander Shiryaev, Non-Executive Director
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AUDIT COMMITTEE
This report details the performance
of the Audit Committee (the
Committee) in 2019 and between
January 01, 2020 and March 31,
2020.

Natalia
Chervonenko
Chairwoman of the Audit Committee

Internal Audit Service and the leader
of the external audit team, without
the executives present.

Purpose:
to offer a preview of matters related
to controlling PAO TMK’s financial
and business activities and efficacy
of the internal control and risk
management system, as well
asmaking recommendations to the
Board of Directors.

In the reporting period, the
Committee reviewed and
presented to the Board of
Directors recommendations on
the following key matters:
ǩAccounting policy analysis and
review of PAO TMK’s accounting
(financial) statements for
completeness, accuracy, and
reliability

Governing regulations:
Regulations on the Committee
(https://www.tmk-group.ru/media_
ru/files/51/pol_kom_aud2015.pdf)

ǩPolicy on selecting an external
auditor. Holding a tender to
select an external auditor in
2020

Competencies:
each Committee member has
the knowledge and experience
required to perform their duties.
All Committee members comply
with the recommendations of the
Russian Corporate Governance
Code for the reporting review and
assessment competencies.

ǩReview of plans and reports of
the Internal Audit Department

Meetings:
The Audit Committee held nine
meetings in 2019 and three
meetings between January 01, 2020
and March 31, 2020. Members of
the Committee also had several
meetings with the head of the

ǩPerformance assessment of
TMK’s risk management and
internal control systems, and the
internal audit function

“In 2019, the Audit Committee
reviewed the accuracy, completeness
statements, supervised internal and
external audits, and focused on risk

Opinions of the Committee:
ǩThe Committee heard reports
of the heads of the Revision
Committee, Internal Audit
Service, Risk Management
Committee, and the CEO’s
Committee on Regulating
Compliance Risks. The Audit
Committee gave a positive
assessment of the current
risk management and internal
control system

consolidated 2019 accounting
(financial) statements.
Based on the results of its
oversight of the external audit
exercise, the Audit Committee
concluded that the audit had
been carried out to professional
standards
ǩThe Committee reviewed
PAO TMK’s IFRS consolidated
financial statements for 2019

ǩThe Committee reviewed
a number of matters related
to the preparation and audit
of PAO TMK’s 2019 full-year
and interim separate and

ǩThe Audit Committee reviewed
and recommended that
the Board of Directors approve
PAO TMK’s RAS accounting
(financial) statements for 2019

management and internal auditing.
In 2020, the Audit Committee
will continue adopting risk-based
assistance to PAO TMK’s Board of
Directors.”
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Committee
ǩReview of the external audit plan
and scope, information sharing
with the auditor
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Assessment
The Committee’s performance was assessed by an external
advisor as part of independent assessment of the Board of
Directors’ performance. The advisor noted that the Committee’s
objectives, set out in the Regulations on the Committee, comply
with best practices in corporate governance. The advisor
recommended an increase in the Committee membership to
reflect the number, diversity and complexity of its tasks. New
Committee members should have expertise in risk management
and internal control, as well as in corporate governance.
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Purpose:
improved effectiveness of the
Board of Directors’ decisions
which will help attract the best
talent to management positions
across the Company and offer
appropriate incentives to support
their performance.

Sergey
Kravchenko
Chairman of the Nomination and
Remuneration Committee

“In the reporting period, we
supplemented the Committee’s
regular agenda with matters related
to mentorship, search for new
incentive schemes, and development
of the Corporate University which
for shaping a team of managers

Governing regulations:
Regulations on the Committee
(https://www.tmk-group.ru/
media_ru/files/51/2016_09_15_
Polozhenie_o_Komitete_
po_naznacheniyam_i_
voznagrazhdeniyam_SD_PAO_
TMK.pdf)

.
technologies. We have also drawn a

self-assessment.”

ǩ,PSOHPHQWDWLRQRIFRUSRUDWH
governance best practices
ǩ3HUVRQQHOHQJDJHPHQW
assessment
ǩ+5VXSSRUWRIWKH&RPSDQ\ǢV
digital transformation
ǩ$GYDQFHPHQWDQGGHYHORSPHQW
of TMK2U Corporate University

Meetings:
the Committee held six meetings
in the reporting period.

a pool of the Company employees

Committee’s key priorities in
2019:
ǩ0DQDJHPHQWDSSRLQWPHQWVDQG
succession planning

ǩ,QWURGXFWLRQRIQHZLQFHQWLYH
schemes and programmes
In the reporting year, the
Committee reviewed the following
key matters and presented
relevant recommendations
to the Board of Directors:
ǩOrganizational and staff changes
at TMK, monitoring of the
current staffing situation at the
divisions’ plants
ǩ,P SOHPHQWDWLRQRIWKH+5
Strategy approved by the
Board of Directors
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ǩ5 HOHYDQW+5HYHQWVDQG
projects
ǩD evelopment of TMK2U
Corporate University.
Projects and events of
TMK2U Corporate University
(TMK2U CU) including:
/LQHRI+RUL]RQVFRUSRUDWH
mobile app, SOTA platform,
vocational skills competition,
implementation of a unified
remuneration system at
the Company’s plants in
Kazakhstan, organization
of activities of TMK’s R&D
facility in Skolkovo, master’s
programme, cooperation
between TMK2U CU and
higher education institutions
LQFOXGLQJ+6( HWF

ǩ,QFHQWLYHPRGHOIRU70.ǢVWRS
management. Remuneration of
the Company’s managers for
2018, key performance indicators
and remuneration arrangements
for 2019
ǩ(VWDEOLVKLQJJRYHUQLQJERGLHV
at PAO TMK and TMK Group’s
plants
ǩ3ODQQLQJDQGUHSRUWLQJRQWKH
Committee’s activities
ǩP lanned changes in the
governance structure and
appointments to key positions

ǩP reparing and holding the
+RUL]RQV,QWHUQDWLRQDO
Corporate Youth Forum 2019
ǩK ey headcount and payroll
indicators for TMK’s budget
ǩBest practices in mentorship
ǩ, QGHSHQGHQWDVVHVVPHQWRI
TMK’s Board of Directors

%2$5'2)',5(&7256
$1',76&200,77((6
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Meetings with top managers
Newly appointed top managers
were invited to the Committee
meetings to discuss their
professional development,
career planning, responsibility
areas, objectives, key risks
associated with the business
line which the manager heads,
the specifics of relations with
diverse personnel categories,
corporate culture development,
etc. The Committee’s resolutions
noted that the meetings had
been useful and positive, and
underlined the need to continue
engaging managers from the
existing and potential talent pools
in the meetings of the Nomination
and Remuneration Committee
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COMMITTEE’S SELF-ASSESSMENT RESULTS

Guided by the
principles of
succession and
expediency, the
Committee helped
attract the best talent
to management
positions across
the Company,
retain them and
offer appropriate
incentives to support
their performance

Corporate Governance Report

The Committee has
the optimal number
of members and is
well-balanced in
terms of professional
experience and
expertise of its
members in the
areas critical to its
roles

Sustainable Development Report
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The Committee
members were
actively involved in
its activities and
attended meetings
on a regular basis.
Participation of other
members of the
Board of Directors in
individual meetings
of the Committee
drove engagement
when discussing
agenda items and did
not lead to a conflict
of interest

The matters reviewed
by the Committee
were in line with its
objectives and profile,
activities plan, and
instructions from
the Board of the
Directors

The Committee’s
recommendations
aided the Board
of Directors in
making wellbalanced decisions
supported by efficient
implementation and
control tools

The Committee did not commission services from thirdparty organizations during 2019. No costs associated with
such services or with technical support for the Committee’s
activities were incurred.
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STRATEGY COMMITTEE

Alexander
Shokhin
Chairman of the Strategy Committee

“A number of issues we faced
last year required decisions

Purpose:
development and presentation of
recommendations to the Board
of Directors to determine the
Company’s business priorities
and development strategy.

Governing regulations:
Regulations on the Committee
(https://www.tmk-group.ru/
media_ru/files/51/tmk_kom_str_
raz2016.pdf)

Meetings:
the Committee held five meetings
in 2019, where recommendations
to the Board of Directors on the
following matters were discussed
and developed:
ǩ70.*URXSǢVPDQDJHPHQW
reports

ǩ8SGDWHVWR70.*URXSǢV
Strategy

ǩ(QYLURQPHQWDOSHUIRUPDQFHDW
70.*URXSǢVIDFLOLWLHV

ǩ'HYHORSPHQWRIWKH5 'IDFLOLW\
in Skolkovo

ǩ70.ǢVDQQXDOUHSRUW

ǩ70.*URXSǢVFRQVROLGDWHG
budget for 2020

ǩ5HYLHZRIWUDQVIRUPDWLRQ
programmes
ǩ.H\LQGLFDWRUVIRUHVWLPDWLQJ
70.*URXSǢVEXGJHW

that considerably altered the
Company’s development paradigm.
These included the decisions

Assessment
Given the Company’s scale, the establishment
and operation of the Strategy Committee
is of significant importance. The Strategy
Committee is composed exclusively of
directors. The Committee’s directors have
competencies in strategic management,
expertise in information and innovative
technologies, as well as international business
experience. In the Advisor’s opinion, the Board
of Directors’ performance could be improved
if the Committee included directors with
core competencies, including management
representatives responsible for achieving
strategic goals.

on TMK’s assets in the United
States, digital transformation,
and R&D development areas.
In my opinion, professional and
business competencies of the

ǩ70.*URXSǢVWDUJHWVWUXFWXUH
for 2020

Committee members, along with
their vast experience and active
engagement, enabled the Committee

ǩ1HZUHJXODWRU\LQLWLDWLYHV
concerning business operations

ǩ'HYHORSPHQWRI70.8
&RUSRUDWH8QLYHUVLW\

to develop well-balanced and timely
recommendations to the Board of
Directors.”
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Members of the Board
of Directors rated the
performance of the Board
and its Committees at

4,7

EXTERNAL ASSESSMENT RESULTS IN 2019

Assessment scope/area

Assessor’s opinion

Composition of the Board of Directors

Independent directors account for 45% of members of the Board of Directors, in full compliance with the principles
of the Russian Corporate Governance Code.
ǩSufficiency of directors’ competencies (which can be traced back from 2015 to 2018) and a strong succession
pipeline in the Board ensure directors’ high levels of awareness and engagement in corporate governance. At
the same time, it is advisable to pay attention to improving directors’ skills in digital transformation and cyber
security

(on a scale from 1 to 5)

ǩ7KHIDFWWKDWLQGHSHQGHQW%RDUGPHPEHUVDQGWKH%RDUG&KDLUPDQUHSHDWHGO\ZRQWKH'LUHFWRURIWKH<HDU1Dtional Award shows that the Company complies with advanced standards for the operation of boards of directors
and for corporate governance

Assessment purpose –
to identify areas for improving
the performance of the Board of
Directors.
Independent external assessor:
JSC R.O.S.T. Registrar
Assessment method:
survey of the members and
Chairman of the Board of Directors,
and benchmarking of individual
aspects of the Board’s performance
versus peer companies.
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Performance of the Board of Directors
and its Committees

ǩ7KHGLUHFWRUVKDYHSURYHGHIȌFLHQWLQNH\PDWWHUVVXFKDVplanning and monitoring the performance of the Company, including its divisions, as well as corporate governance remits such as investor and shareholder communication, and personnel development. Implementation of the Board’s resolutions as well as the work of the Board
Committees are monitored on a regular basis
ǩ'LUHFWRUVZHUHYLUWXDOO\XQDQLPRXVLQWKHLUKLJKDVVHVVPHQWRIWKH%RDUG&RPPLWWHHVǢZRUN

The Board of Directors’ procedures

ǩ7KH%RDUGRI'LUHFWRUVǢSODQQLQJRILWVPHHWLQJVDQGWKHGXWLHVRIWKH&RUSRUDWH6HFUHWDU\DUHSURSHUO\SHUIRUPHG

Performance of independent directors

ǩ,QGHSHQGHQWGLUHFWRUVGHPRQVWUDWHengagement and commitment

Performance of the Chairman of the
Board of Directors

ǩ'LUHFWRUVKLJKO\UDWHGWKHSHUIRUPDQFHRIWKH%RDUG&KDLUPDQQRWLQJDPRQJRWKHUWKLQJVKLVHIIRUWVVXSHUYLVH
the implementation of the Board’s resolutions, which confirms that TMK’s corporate practices comply with the
highest standards in corporate governance, as recommended by the Code
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EXECUTIVE BODIES
PAO TMK’s day-to-day operations are managed by the
CEO and the Management Board. The CEO also acts
as the Chairman of the Management Board.
“TMK is a dynamic company able to respond to emerging global
challenges and address them proactively. We have ambitious plans:
TMK is poised to become No. 1 not only by volume, but also by
profitability, efficacy and efficiency. The Company has everything
required to achieve these goals. First of all, we are a team of
professionals committed to what we do and capable of tackling
new challenges; we have a strong production asset base and R&D
potential, IT solutions and we boast a network of strategic clients and
partners. We are focusing on complex products in new exciting markets
and we have a clear understanding of where growth lies: improving
the Company’s governance framework, reinventing the sales strategy,
giving a bigger role to marketing and IT, developing a new R&D
strategy, and launching a quick-win investment programme. We need
to be agile, focused and professional, and start cutting red tape. These
efforts will result in a digitally-enabled EBITDA growth.”

Igor Korytko,
CEO of PAO TMK since June 22, 2019

CHANGES IN THE COMPOSITION OF PAO TMK’S MANAGEMENT BOARD IN 2019
(RESOLUTIONS OF THE BOARD OF DIRECTORS DATED JUNE 21, 2019)
New members

Tenure on the Management Board (years)

Stepped down

Igor Korytko

Andrey Zimin (3.5)

Vladimir Oborsky (14.5)

Alexander Shiryaev

Denis Nesterov

Tigran Petrosyan (12.5)

Vyacheslav Popkov (2.5)

Andrey Kaplunov

Sergey Chikalov

Company at a Glance

Composition of the
Management Board
In 2019, PAO TMK’s Management
Board was substantially
refreshed. On June 21, 2019,
the Board of Directors approved
the number of the Management
Board members at seven, with
three new members elected to
the Management Board: Igor
Korytko, Denis Nesterov and
Sergey Chikalov.
Igor Korytko was elected to the
position of CEO, approved by the
Chairman of the Management
Board. Decisions made by
the Board of Directors were
driven by the new challenges
faced by the Company on its
digital transformation journey.
A winner of the first Leaders of
Russia competition (2017–2018),
Igor Korytko joined TMK in

August 2018 as Deputy CEO
for Performance Management
and was responsible for digital
business transformation.
Prior to joining TMK, he held
senior management positions in
major Russian and international
companies.
Sergey Chikalov also joined
TMK in 2018 as Deputy CEO for
Technological Development and
Technical Sales.
In 2019, Denis Nesterov became
Deputy CEO for Organizational
Development – Director of HR
and Social Policy.
Alexander Shiryaev, who had led
TMK for five years, and members
of the Management Board
Andrey Kaplunov and Vladimir
Shmatovich, continued to work
at PAO TMK.

Vladimir Shmatovich

Strategic Report

Shareholder Information

Corporate Governance Report

Sustainable Development Report

Appendices

EXECUTIVE
BODIES

89

AS AT DECEMBER 31, 2019, THE MANAGEMENT BOARD
COMPRISED THE FOLLOWING MEMBERS:
Igor Korytko

Andrey Zimin

Denis Nesterov

Vladimir Oborsky

Tigran Petrosyan

Vyacheslav Popkov

Sergey Chikalov

Chief Executive Officer of PAO
TMK, Chairman of the Management Board

Deputy CEO for Legal Issues
of PAO TMK

Deputy CEO for Organizational
Development – Director of HR
and Social Policy of PAO TMK

CEO of JSC Trade House TMK

Deputy CEO for Economy and
Finance of PAO TMK

First Deputy CEO – Chief Engineer (Industrial Engineering)
of PAO TMK

Deputy CEO for Technological
Development and Technical
Sales

Events after the reporting date
Pursuant to resolution of the Board of Directors dated February 11, 2020, a new composition
of the Management Board was approved. For the first time, the Management Board was
joined by a female member – Elena Pozolotina, who had been working in TMK’s HR function
for 15 years and successfully implemented the TMK2U Corporate University, a landmark
project for the Company. Denis Nesterov left the Management Board.
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Relevant experience in the last five years
Igor
Korytko

Mr Korytko was born in 1974.
He graduated from Chelyabinsk State
Technical University with a degree in Metal
Treatment Under Pressure in 1997 and in

Period

Organization

Position

2019 – present

PAO TMK

CEO, Chairman of the Management Board

2018 – 2019

PAO TMK

Deputy CEO for Performance Management

2016 – 2018

LLC Borets Company

Deputy CEO for Efficiency and Capacity Optimization

2015 – 2016

OJSC Izhneftemash

Executive Director

2014 – 2015

LLC Kurgankhimmash

CEO

2014 – 2014

CJSC Petrostal Metallurgical Plant

Director

2014 – 2014

OJSC KirovskyZavod (part-time)

Advisor to the CEO

Economics and Business Administration in
1998. He has been commended in a Letter
of Acknowledgement from the Ministry
of Industry and Trade of the Russian
Federation.
Holding no stake in the issuer’s authorized
capital/ordinary shares.
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Relevant experience in the last five years
Andrey
Zimin
Deputy CEO for Legal Issues
of PAO TMK

Mr Zimin was born in 1980.
He graduated from the Moscow State
Institute of International Relations in 2003.
He joined TMK in 2004.
Holding in PAO TMK: 0.000072%.

Period

Organization

Position

2018 – present

Completions Development S.àr.l.

Director

2018 – present

POWERSTREAM HOLDINGS LIMITED

Member of the Board of Directors

2016 – present

PAO TMK

Member of the Management Board

2016 – 2019

OFS Development SARL

Member of the Board of Directors

2015 – present

Completions Research AG

Member of the Board of Directors

2015 – 2016

TMK Bonds SA

Member of the Board of Directors

2014 – present

COURSE MANAGEMENT CORP.

Member of the Board of Directors

2014 – present

TMK Gulf International Pipe Industry LLC

Member of the Board of Directors

2014 – present

TMK Holdings SARL

Member of the Board of Directors

2014 – present

Capitoline Holdings Limited

Member of the Board of Directors

2014 – present

PAO TMK

Deputy CEO for Legal Issues

2014 – 2014

TMK Africa Tubulars

Member of the Board of Directors

2014 – present

PJSC Sinarsky Pipe Plant

Member of the Board of Directors

CONTINUATION
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2014 – present

JSC Trade House TMK

Member of the Board of Directors

2014 – present

PJSC Seversky Pipe Plant

Member of the Board of Directors

2014 – present

JSC Volzhsky Pipe Plant

Member of the Board of Directors

2014 – present

PJSC Taganrog Metallurgical Works

Member of the Board of Directors

2014 – present

JSC Orsky Machine Building Plant

Member of the Board of Directors

2014 – present

JSC TMK-CPW

Member of the Board of Directors

2014 – present

SC TMK-ARTROM SA

Member of the Board of Directors

2014 – present

SC TMK-RESITA SA

Member of the Board of Directors

2014 – present

ТМК Global AG

Member of the Board of Directors

2014 – present

TMK Middle East

Chairman of the Board of Directors

2014 – 2014

TMK North America Inc.

Member of the Board of Directors

2014 – present

Rockarrow Investments Limited

Member of the Board of Directors

2014 – present

IPSCO Tubulars Inc.

Member of the Board of Directors

2014 – 2014

JSC Volgograd River Port

Member of the Board of Directors
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Denis
Nesterov

Relevant experience in the last five years

Deputy CEO for Organizational
Development – Director of HR and Social
Policy (until December 20, 2019)

Mr Nesterov was born in 1975.
He graduated from the Ural Branch of

Period

Organization

Position

2019 – present

PAO TMK

Member of the Management Board

2019 – 2019

PAO TMK

Deputy CEO for Organizational Development – Director of HR
and Social Policy

2014 – 2019

PJSC Sinarsky Pipe Plant

Director for Human Resources

2014 – 2014

CJSC Trade House TMK (office in Kamensk-Uralsky)

Deputy Director for Commerce

2014 – 2014

CJSC Trade House TMK (office in Kamensk-Uralsky)

Deputy Head of Information and Analytics

Russian Presidential Academy of Public
Administration in 2000.
Holding in PAO TMK: 0.000005%.
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Relevant experience in the last five years
Vladimir
Oborsky
CEO of JSC Trade House TMK

Mr Oborsky was born in 1961.
He graduated from Frunze Higher
Combined-Arms Command School of Kyiv
in 1982 and Frunze Military Academy in

Period

Organization

Position

2017 – present

Pipe Producers Association

Member of the Coordinating Council

2014 – present

JSC Trade House TMK

CEO

2014 – 2016

JSC Trade House TMK

Member of the Board of Directors

2014 – present

JSC TMK-CPW

Member of the Board of Directors

2015 – present

PAO TMK (part-time)

Executive Director – First Deputy CEO

2014 – 2015

OAO TMK (part-time)

Deputy CEO for Sales

2014 – present

PAO TMK

Member of the Management Board

1994 and obtained an MBA from Moscow
International University in 2009. He holds
a PhD in Economics. He was awarded
a Medal for Battle Merit and an Order
of Military Merit, and a Certificate of Merit
from the Ministry of Industry and Trade
of the Russian Federation. He joined
TMK in 2001.
Holding in PAO TMK: 0.00075%.
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Relevant experience in the last five years
Tigran
Petrosyan
Deputy CEO for Economy and Finance
of PAO TMK

Mr Petrosyan was born in 1968.
Mr Petrosyan graduated from Yerevan State
University in 1993. He has been awarded
a Certificate of Merit from the Ministry of
Industry, Science and Technologies of the
Russian Federation. He joined TMK in 2001.

Period

Organization

Position

2014 – present

JSC Orsky Machine Building Plant

Member of the Board of Directors

2014 – present

JSC Trade House TMK

Member of the Board of Directors

2014 – present

PAO TMK

Deputy CEO for Economy and Finance, member of the Management Board

2014 – present

JSC Trade House TMK (part-time)

Deputy CEO for Economy and Finance

2014 – present

PJSC Seversky Pipe Plant

Member of the Board of Directors

2014 – present

JSC Volzhsky Pipe Plant

Member of the Board of Directors

2014 – present

PJSC Taganrog Metallurgical Works

Member of the Board of Directors

2014 – present

PJSC Sinarsky Pipe Plant

Member of the Board of Directors

Holding in PAO TMK: 0.0016%.
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Relevant experience in the last five years
Vyacheslav
Popkov
First Deputy CEO – Chief Engineer
(Industrial Engineering) of PAO TMK

Mr Popkov was born in 1965.
He graduated from Kirov Ural Polytechnic
Institute in 1992 and Financial University
under the Government of the Russian
Federation in 2011. He received an MBA
from Ural State Technical University named
after the first President of Russia B.N.
Yeltsin in 2009. He has been awarded a
second class Medal of the Order for Merit
to the Fatherland, Certificates of Merit

Period

Organization

Position

2018 – present

PAO TMK

First Deputy CEO – Chief Engineer (Industrial Engineering),
member of the Management Board

2017 – 2018

PAO TMK

First Deputy CEO (Industrial Engineering), member of the
Management Board

2017 – 2017

PAO TMK

Deputy CEO for Operations

2017 – present

PJSC Seversky Pipe Plant

Member of the Board of Directors

2017 – present

PJSC Taganrog Metallurgical Works

Member of the Board of Directors

2017 – present

JSC Volzhsky Pipe Plant

Member of the Board of Directors

2017 – present

JSC Orsky Machine Building Plant

Member of the Board of Directors

2016 – 2017

LLC TMK-INOX

CEO

2014 – present

PJSC Sinarsky Pipe Plant

Member of the Board of Directors

2014 – 2017

PAO TMK

Managing Director of PJSC Sinarsky Pipe Plant

from the Ministry of Industry and Trade of
the Russian Federation and the Ministry
of Industry and Science of the Sverdlovsk
Region, and an Honorary Diploma of the
Sverdlovsk Region Government. He is an
Honored Metallurgist and Honorary TMK
Employee.
Holding in PAO TMK: 0.0015%.
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Relevant experience in the last five years
Sergey
Chikalov
Deputy CEO for Technological
Development and Technical Sales

Mr Chikalov was born in 1963.
He graduated from the Moscow State
Institute of Steel And Alloys in 1985.

Period

Organization

Position

2019 – present

PAO TMK

Member of the Management Board

2018 – present

PAO TMK

Deputy CEO for Technological Development and Technical
Sales

2014 – 2018

PAO TMK

Deputy CEO for Technical Sales and Innovations

2014 – 2014

PAO TMK

Deputy CEO for Technical Sales

2014 – present

JSC Russian Research Institute of the Tube & Pipe Industries (ROSNITI)

Chairman of the Board of Directors

Holding no stake in the issuer’s authorized
capital/ordinary shares.
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Relevant experience in the last five years
Elena
Pozolotina
Deputy CEO for Human Resources –
Director of TMK2U Corporate University,
Member of the Management Board
since 12 February 2020
Elena Pozolotina was born in 1983.
She graduated from Ural State Technical
University named after the first President of
Russia B.N. Yeltsin in 2005. She holds a PhD
in Economics and has been commended

Period

Organization

Position

2020 – present

PAO TMK

Member of the Management Board

2020 – present

PAO TMK

Deputy CEO for Human Resources – Director of TMK2U Corporate University

2019 – 2020

PAO TMK

Deputy CEO for Organizational Development – Director of HR
and Social Policy

2018 – 2019

PAO TMK

Director of TMK2U Corporate University

2017 – 2018

PAO TMK

Director of HR Development Projects – Head of the TMK2U
Corporate University project

2014 – 2017

PAO TMK

Head of the Personnel Coordination Department (Yekaterinburg)

in Letters of Acknowledgement from the
Ministry of General and Vocational Education
of the Sverdlovsk Region, Federal Agency
on Technical Regulating and Metrology, and
TMK. Ms Pozolotina joined TMK in 2005.
Holding no stake in the issuer’s authorized
capital/ordinary shares.
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REPORT ON THE REMUNERATION
OF THE BOARD OF DIRECTORS IN 2019
REMUNERATION AND REIMBURSEMENT FOR MEMBERS OF THE BOARD OF DIRECTORS
5HPXQHUDWLRQV\VWHPIRUPHPEHUVRIWKH%RDUGRI'LUHFWRUV

4 Board and Committee chairs,

Purpose:
to align the system of Board
members’ remuneration
with the shareholders’ longterm interests and ensure
fair compensation for Board
members to reflect their valuable
services to the Company and its
shareholders.

Committee members

5 Non-executive
directors

2 Executive
directors

Fixed remuneration

Variable remuneration

Governing regulations:
ǩ5XVVLDQODZV
ǩ5HJXODWLRQVRQWKH%RDUGRI
Directors

Reimbursement of expenses

ǩ3ROLF\RQ5HPXQHUDWLRQDQG
5HLPEXUVHPHQWIRUPHPEHUV
of the Board of Directors
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Procedure for determining the amount of remuneration payable to Board members

makes
recommendations
as to the amount of remuneration
payable to Board members

Remunerations and reimbursements for members
of the Board of Directors of PAO TMK, $ million

General meeting
of Shareholders
makes
recommendations
as to the form and amount
of remuneration

decides on the amount
of remuneration

Board of Directors

reviews the amount
of remuneration
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2018

2019

Remuneration for service on the
Board of Directors and its Committees

2.52

2.35

2.28

Reimbursement of expenses

0.22

0.22

0.32

0

0

0

2.74

2.57

2.60

Other remuneration

reviews and prepares proposals
for the General Meeting
of Shareholders

Nomination
and Remuneration
Committee

2017

Total

In accordance with the Policy, the amount of remuneration
is linked to the performance of main duties and additional
responsibilities as a Board member (who is not an executive of
the Company) inherent to the roles of Chairman of the Board of
Directors, Committee chair and Committee member.
The amount of remuneration and reimbursable expenses is
subject to preliminary approval by the Board of Directors and
is based on recommendations made by the Nomination and
Remuneration Committee of the Board of Directors.
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REMUNERATION OF KEY EXECUTIVES
Purpose:
to incentivize the executives to deliver on
objectives and targets with high-quality
performance and ensure the Company’s
financial stability and sustainable growth.
Governing regulations:
Policy on Remuneration of Key Executives of
PAO TMK.

Short-term incentive programme:
Basic remuneration and a set of KPIs
are individually determined for each
manager included in a short-term incentive
programme (their list is updated on an
annual basis). Each KPI has a certain weight
assigned to it. Based on the full-year results,
the weights of KPIs are adjusted subject to
the actual performance against such KPIs,
measured on the approved scale.

Forms of incentives:
Short-term and long-term programmes.

Remuneration mix for key executives

Remuneration is accrued upon
review by the Board of Directors
of the Company’s performance in
the past year, i.e. the achievement
of targets for metrics such as
EBITDA, operating cash flow,
product shipments, product
sales revenue, etc. Managers’
performance can also be assessed
on the achievement of individual
targets, including performance
against expense budgets, project
progress and subordinate units’
delivery on their targets. All this
data may be decomposed by top
managers’ responsibility areas
into divisions, sections, individual
assets or business lines.
For key executives, bonus KPIs
include business targets approved
as part of the Company’s plans and
budget for the reporting year.

Fixed component
(position salary)

Since 2018, TMK has had a longterm incentive programme in
place, granting the key executives
the right to receive additional
remuneration for the achievement
of TMK’s strategic goals, based
on its share price performance
against the reference group
comprising major international
and Russian companies.

PAO TMK’s Board of Directors
meetings and resolutions on
remuneration of key executives:
ǩFebruary 21, 2019 –
Remuneration of the Company’s
managers for 2018, key
performance indicators and
remuneration arrangements
for 2019

The information on the
remuneration of managers
covered by the Policy is disclosed
in accordance with the corporate
practices, applicable laws,
regulators’ requirements, the
listing rules of stock exchanges
and the recommendations of the
Corporate Governance Code.

ǩFebruary 20, 2020 –
Remuneration of the Company’s
managers for 2019, key
performance indicators and
remuneration arrangements
for 2020

Variable
component

Remuneration of PAO TMK’s CEO and Management Board, $ million
Bonuses for effective
implementation of:
ǩWDUJHWHGSURJUDPPHV

Annual bonus
ǩ$FKLHYHPHQW
of the Company’s
KPIs

ǩSURMHFWV
ǩLQGLYLGXDODVVLJQPHQWV

ǩ$FKLHYHPHQWRI
individual KPIs
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2018

2019

Salary

5.58

4,18

2,96

Bonuses

1.79

2,13

2,33

0

0

0

7.37

6,31

5,29

Other remuneration
Total

ǩRWKHUDFKLHYHPHQWV
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CONTROL SYSTEM
RISK MANAGEMENT, INTERNAL CONTROL
AND INTERNAL AUDIT SYSTEMS IN PLACE
AT TMK ARE FORMALIZED BASED ON
GENERALLY ACCEPTED INTERNATIONAL
STANDARDS AND COVER ALL KEY ASSETS,
BUSINESS PROCESSES AND MANAGEMENT
LEVELS OF THE COMPANY.

RISK MANAGEMENT
Purpose of the system:
to identify, assess, manage, and control
potential risk events or situations to provide
reasonable assurance that the Company’s
goals and objectives will be achieved.

Purpose of the systems:
provide the Company’s
management with an objective
view of:
ǩWKH&RPSDQ\ǢVFXUUHQWVWDWH
and prospects in terms of set
goals

The principles of the control
system were determined
by the Board of Directors
and incorporated into TMK’s
corporate policies and internal
documents (https://www.tmkgroup.com/Documents).

ǩULVNH[SRVXUH

Control procedures are integrated
into the business processes
of TMK units and are run on a
continuous basis by governing
bodies at all levels and by
employees in their day-to-day
work.

ǩUHOLDELOLW\RIDOOW\SHVRI
reporting
ǩFRPSOLDQFHZLWKODZVDQG
internal regulations.

Governing regulations:
TMK Group’s Risk Management Policy
approved by the Board of Directors.
Day-to-day risk management
is done by the CEO, via the Risk Management
Committee. The Chairman of the Committee
regularly reports to the Audit Committee on
risk occurrence.
A dedicated unit, whose tasks are fully in
line with the Russian Corporate Governance
Code, coordinates risk management
processes and cooperation between the
Company business units.
For details on key risk factors inherent in the
Company’s business, see the Management
Discussion and Analysis (MD&A) section of
this Annual Report.

Monitoring of the control system
is done by the Board of Directors,
including the Audit Committee.
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INTERNAL CONTROL
Standards and governing regulations:
Integrated Framework developed by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), TMK’s Regulations on
Internal Control (https://www.tmk-group.com/Documents).
TMK Group’s integrated risk management and control system follows
the three lines of defense model:
1) Control, exercised by management as part of operational tasks;
2) Dedicated control units; 3) Internal audits assuring the effectiveness
of the first and second lines of defense.

INTERNAL AUDIT
The reliability and effectiveness
of TMK Group’s internal controls,
risk management and corporate
governance are assessed by the
Internal Audit Service (IAS).
Purpose:
to assist TMK’s Board of
Directors/Audit Committee and
executive bodies in improving
the management of TMK Group
by objectively assessing the
performance of internal controls,
risk management and corporate
governance.
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Governing regulations:
Internal Audit Policy of TMK
Group and the Regulations on the
Internal Audit Service of PAO TMK
(https://www.tmk-group.com/
Documents).
Organization:
The IAS is an independent unit
reporting directly to PAO TMK’s
CEO (administratively) and to the
Board of Directors via the Audit
Committee (functionally), which
ensures its independence and
objectivity.
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PAO TMK’S INTERNAL AUDIT SYSTEM

The IAS has regional units (TMK
divisions), which use a single
planning and reporting system.

CEO

AUDIT COMMITTEE

BOARD OF DIRECTORS

Administrative reporting

Functional reporting
INTERNAL AUDIT SERVICE

AUDIT

Risk
management

The IAS monitors the
implementation by business
units of planned actions and
recommendations on the
elimination of gaps, oversees
the compliance with insider laws
across the Company, and reports
to the Audit Committee on a
regular basis and to the Board of
Directors at the end of each year.

Corporate
governance

Internal
controls

CONTROL PROCEDURES

Identifying controls

Preventive controls

Automated controls

Reporting

Internal auditors are guided
by the uniform Guidelines on
Internal Audit at TMK Group
(TMK’s Order No. 408 dated
November 30, 2015). Internal
audits are carried out in line with
annual audit plans approved by
the Company’s Board of Directors
and the CEO. Following the
audits, TMK Group’s management
develops and implements
corrective action plans.

Manual controls

IT-based controls

IT systems

Investments

Procurement, production and sales
Compliance framework
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INTERNAL AUDIT QUALITY ASSESSMENT

In line with TMK Group’s Internal
Audit Quality Assessment and
Improvement Programme
(approved by TMK’s Order No. 408
dated November 30, 2015), a utility
and performance assessment
of the IAS is conducted annually
(including self-assessment,
assessment by TMK’s management
and the Board of Directors).
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RESULTS
OF THE INTERNAL
ASSESSMENT

RESULTS
OF THE EXTERNAL
DIAGNOSTIC

As noted by TMK’s management,
the recommendations the IAS
made in 2019 are relevant and
highly needed – as they help
improve the performance of
audited entities and the internal
audit system in general. No
circumstances were identified
that could impact the scope of
the audits or the contents of
internal audit reports, or prevent
the auditors from being objective
when carrying out their duties.

The IAS is guided by independence
and objectivity principles as well as
high ethical standards. Its activities
are fully aligned with the Corporate
Governance Code and the listing
rules of Moscow Exchange and
London Exchange and partially –
with the International Standards
for the Professional Practice of
Internal Auditing.

The meetings of the Audit
Committee and the Board of
Directors held on 18 December
2019 and on 20 December 2020
gave a positive assessment
of the performance of TMK’s
risk management, internal
controls and internal audit in
the reporting year as well as
approval of the report on the
IAS’ work in 2019 and the annual
internal audit plan for 2020.

AO Deloitte &Touche CIS
conducted an external
diagnostic of the IAS in 2019,
looking into its alignment
with stakeholder expectations
and compliance with the
International Standards for the
Professional Practice of Internal
Auditing, the Code of Ethics of
the Institute of Internal Auditors,
the Corporate Governance Code
recommended by the Bank of
Russia, and listing rules.

The audit plan includes regular
audits of the Company’s major
assets and unscheduled audits at
management’s request.
The IAS employees have
extensive experience and deep
understanding of production
processes.
Areas for improvement: adopt a
more strategic view of business,
build additional skills in IT and
modern audit methods, improve
communications processes.

Based on the results of internal and external assessments, measures have been developed and implemented to improve the IAS’
performance and bring its activities closer in line with the International Standards for the Professional Practice of Internal Auditing
and the Code of Ethics of the Institute of Internal Auditors.
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INTERNAL CONTROL OVER FINANCIAL REPORTING
Control scope:
reporting procedures for both
standalone controlled entities and
consolidated financial statements
of PAO TMK
Purposes:
ǩ&RPSOLDQFHRIWKHDFFRXQWLQJ
policy with national and
international accounting
standards (RAS and IFRS)
ǩ&RPSOHWHQHVVDQGDFFXUDF\
of accounting records, timely
detection of errors
ǩ5HOLDELOLW\RIȌQDQFLDO
statements
ǩ&RQIRUPLW\RIȌQDQFLDO
statements to the law as well
as national and international
standards
ǩ7LPHO\SUHSDUDWLRQRIȌQDQFLDO
statements
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Principles:
centralized development of RAS
and IFRS accounting policies,
providing for uniform accounting
for, and recording of, similar
transactions.
Capabilities:
all employees engaged in the
preparation of statements have a
degree in accounting or finance
and are regularly upskilled.
PAO TMK’s Chief Accountant
and the head of the department
engaged in the preparation of
IFRS consolidated financial
statements are members of the
Association of Chartered Certified
Accountants (ACCA).

Digitization:
the preparation of
consolidated financial
statements at the Company
has been automated in line
with the latest international
standards to ensure its
efficiency.
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REVISION COMMITTEE
PAO TMK’s Revision Committee is a
standing control body elected by, and
accountable to, the General Meeting of
Shareholders. The Revision Committee
submits to the General Meeting of
Shareholders its opinion based on the
results of auditing annual reports, RAS
financial statements and reports on
interested party transactions. The Revision

Committee’s opinion is previewed by the
Audit Committee of the Board of Directors.
The Revision Committee’s activities
are regulated by PAO TMK’s Articles of
Association and PAO TMK’s Regulations on
the Revision Committee
(https://www.tmk-group.ru/media_ru/files/51/
Polozhenie_RK.pdf).

Position as at December 31, 2019
Alexander
Valeyev

Sergey
Sidnev

Nina
Pozdnyakova

(Chairman) Deputy CEO for
Corporate Compliance Risks of
PAO TMK

Chief Accountant
of JSC Sinara Group

Director of the Accounting
and Tax Methodology Department of PAO TMK

Strategic Report

(financial) statements and Annual Report
2019, as well as information contained in
the Report on PAO TMK’s Interested Party
Transactions in 2019.
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is a member of the Self-Regulatory Organization of
Auditors Association Sodruzhestvo.
The Company engages an external auditor on an annual
basis to independently assess the reliability of the
accounting (financial) statements prepared in accordance
with RAS and IFRS.

Governing regulations:
Policy on Selection of TMK Group’s External Auditor
approved by the Board of Directors (https://www.tmkgroup.com/Documents).
An external auditor to conduct an independent audit of the
Company’s RAS statements is proposed by the Board of
Directors and approved by PAO TMK’s General Meeting of
Shareholders.

* Elected by resolution of PAO TMK’s Annual General Meeting of Shareholders on June 20, 2019.
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TMK’s auditor,
LLC Ernst & Young,

Purpose:
confirm the reliability of the Company’s financial
(accounting) statements prepared in accordance with
national and international financial reporting standards
(RAS and IFRS).

COMPOSITION OF THE REVISION COMMITTEE*

In 2019, the Revision Committee held
four meetings.The Revision Committee
confirmed the reliability of data provided
in PAO TMK’s RAS annual accounting

EXTERNAL AUDITOR

Control
The Audit Committee assesses the external auditors
for independence, objectivity and absence of conflicts
of interest, oversees the external audit and reviews the
external auditor’s opinion.
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To ensure the auditor’s independence and objectivity, the
following procedures are in place:
ǩ7KH&RPSDQ\KROGVDWHQGHUWRVHOHFW70.*URXSǢVDXGLWRU
pursuant to the terms and conditions approved by the
Audit Committee, which also organizes the tender and
announces its results
ǩ7KH$XGLW&RPPLWWHHPD\UHTXHVWDQHDUO\WHQGHU LQFOXGLQJ
following the assessment of the auditor’s performance and its
independence)
ǩ7KHDXGLWRULVVHOHFWHGIURPDPRQJLQWHUQDWLRQDOO\
recognized independent auditors and is approved by the
Board of Directors
To mitigate the risk of a long-term relationship compromising
the external auditor’s independence and objectivity, members
of audit teams and the lead partner responsible for the audit
are subject to rotation.
PAO TMK approved LLC Ernst & Young, a member of
the Self-Regulatory Organization of Auditors Association
Sodruzhestvo, as the external independent auditor of its
2019 and interim consolidated and standalone accounting
(financial) statements.
In 2019, the auditor’s remuneration for auditing the annual
financial statements and conducting interim reviews
(including audits of standalone statements of individual TMK
entities) was $2.50 million, and $0.06 million for non-audit
services.
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MANAGING POTENTIAL CONFLICTS OF INTEREST
KEY MECHANISMS USED BY TMK TO PREVENT CONFLICTS OF INTERESTS:
Purpose:
LGHQWLI\PDQDJHDQGSUHYHQW
FRQȍLFWVRILQWHUHVWLQYROYLQJ
WKH&RPSDQ\ǢVVKDUHKROGHUV
governing bodies and
employees.

Involving the Company’s
shareholders:
ǩ$GKHULQJWRWKHRUGHURIDQG
SURFHGXUHIRUSDVVLQJUHVROXWLRQV
on key matters

Governing regulations:
ǩ$UWLFOHVRI$VVRFLDWLRQ&RGH
RI(WKLFVUHJXODWLRQVRQ
JRYHUQLQJERGLHV KWWSVZZZ
WPNJURXSUX'RFXPHQWV 
ǩ5HJXODWLRQVRQWKH&RQȍLFWV
RI,QWHUHVW QHZYHUVLRQRI0D\
 KWWSVZZZWPN
JURXSUXPHGLDBUXȌOHV
3ROR]KHQLHBRBNRQȍLNWHB
LQWHUHVRYB3$2B70.SGIDQG
RWKHULQWHUQDOGRFXPHQWV

ǩ&RPSO\LQJZLWKWKHYRWLQJ
SURFHGXUHIRULQWHUHVWHGSDUW\
transactions and disclosing
transactions

ǩ(QJDJLQJH[WHUQDODXGLWRUVIURP
WKH%LJ)RXUDFFRXQWLQJȌUPV
ǩ'HSOR\LQJGLOXWLRQRIYDOXH
prevention tools. Ensuring
WKDWRXUYHQGRUVDUHVHOHFWHG
LQOLQHZLWKWKH&RPSDQ\ǢV
VWDQGDUGVZKLFKSURYLGHIRU
open competitive procurement
procedures

ǩ(QVXULQJWUDQVSDUHQF\DQG
RSHQQHVVZKHQSUHSDULQJ
DQGKROGLQJ0HHWLQJVRI
6KDUHKROGHUVDQGSURPSW
LQIRUPDWLRQGLVFORVXUHVRQ
meeting agendas and resolutions
SDVVHGE\WKH%RDUGRI'LUHFWRUV

At the level of members of the
Board of Directors:
0HPEHUVRIWKH%RDUGRI'LUHFWRUV
DUHWRUHIUDLQIURPDFWLRQVWKDW
ZLOORUPD\UHVXOWLQDFRQȍLFW
EHWZHHQWKHLULQWHUHVWVDQGWKRVH
RIWKH&RPSDQ\DQGVKRXOGVXFKD
FRQȍLFWDULVHWKH\VKRXOGSURPSWO\
GLVFORVHWRWKH&RPSDQ\DQ\
UHOHYDQWLQIRUPDWLRQ
ǩ1RWLI\WKH%RDUGRI'LUHFWRUVRI
70.VHFXULWLHVRZQHGE\WKHP
DQGWUDQVDFWLRQVZLWKVXFK
VHFXULWLHVGLVFORVHWKHLUHTXLW\
LQWHUHVWVLQFRQWUROOHGHQWLWLHV
contemplated transactions in
ZKLFKVXFKPHPEHUVRIWKH
%RDUGRI'LUHFWRUVFRXOGEH
GHHPHGLQWHUHVWHG ZLWKWKH

existing interest and its grounds
to be promptly disclosed)
ǩ1RWLI\WKH%RDUGRI'LUHFWRUV
RIWKHLULQWHQWLRQWRMRLQWKH
JRYHUQLQJERGLHVRIRWKHUHQWLWLHV
DSDUWIURPWKHHQWLWLHVFRQWUROOHG
E\WKH&RPSDQ\ DQGRIEHLQJ
HOHFWHG DSSRLQWHG WRVXFK
bodies

7KH&RGHRI(WKLFVDQGWKH
5HJXODWLRQVRQWKH&RQȍLFWV
RI,QWHUHVWJRYHUQFRQȍLFWVRI
interest involving 70.HPSOR\HHV
LQFOXGLQJPHPEHUVRIH[HFXWLYH
bodies.
ǩ(PSOR\HHVPXVWSURYLGHWKH
&RPSDQ\ZLWKLQIRUPDWLRQLQ
ZULWLQJUHJDUGLQJDQ\FRQȍLFWRI
LQWHUHVWEHWZHHQWKHHPSOR\HH
RUWKHLUFORVHUHODWLYHVDQG
WKH&RPPLWWHHRQ5HJXODWLQJ
&RPSOLDQFH5LVNV,QWKH
&RPPLWWHHUHFHLYHGWZRVXFK
disclosures
ǩ3URWHFWLQJHPSOR\HHVIURP
DGYHUVHFRQVHTXHQFHVGXHWRD
UHSRUWHGFRQȍLFWRILQWHUHVWWKDW
KDVEHHQSURPSWO\GLVFORVHG
E\WKHHPSOR\HHDQGPDQDJHG
SUHYHQWHG E\WKH&RPSDQ\

No conflicts of interest were identified with either members of the Board
of Directors or members of the Management Board of PAO TMK in 2019.
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TEN POINT CODE OF ETHICS

1

The Code applies to
all companies and
employees of the TMK
Group.

2

3

4

5

6

The Company is guided
by the principle of fair
and open competition.

7

8

9

10
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The Code establishes
how to run and develop
our business correctly,
performing one’s job
in good faith and respecting
colleagues, partners and
clients on a daily basis.

In its activities, the
Company pursues a Zero
Tolerance policy toward
corruption, commercial
bribery, fraud, theft and money
laundering. Such actions are not
only illegal, they also undermine
the business and the welfare of
its participants.
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The key principle
for conducting our
Company’s business
is legality. We are
also guided by the generally
accepted rules of conduct and
of business ethics, and by
common sense.

Employees are
a valuable asset of
the Company, which
endeavours to provide
safe working conditions for
each and every staff member
and demands strict observance
of the health and safety rules.
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The Company’s purpose
is to generate profit.
Each and every employee
must act conscientiously,
perform their job duties
exclusively in the interests of the
Company, and do everything in
their power to protect the rights
and interests of the Company
and its shareholders.

The Company adheres
to high standards of
information security
against unlawful use. It
protects not only commercially
sensitive information but
also the personal data of its
employees, shareholders and
partners.

The Company adheres
to the principles of
equality, respect for
personal dignity,
politeness and professionalism.
Discourtesy, discrimination and
denigration of human dignity
are unacceptable.

The Company’s
employees must
comply strictly with
the Code and assist
the Company in putting a stop
to any unlawful conduct or
breaches of the Code.
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FIGHTING CORRUPTION AND FRAUD
Control:
Board of Directors/Audit
Committee
Purpose:
maintain a zero tolerance attitude
toward corrupt behavior.

ǩ3ROLF\RQ&RPSUHKHQVLYH
Psychological and Physiological
Testing

Governing regulations and
standards:
ǩ7UDQVSDUHQF\,QWHUQDWLRQDOǢV
Business Principles for
Countering Bribery

ǩ$QWLWUXVW3ROLF\

ǩ&RGHRI(WKLFV
ǩ&RUSRUDWH*RYHUQDQFH&RGH
ǩ5HJXODWLRQVRQWKH70.&KDULW\
Policy (Endowments, Donations)
ǩ5HJXODWLRQVRQWKH&RQȍLFWVRI
Interest
ǩ5HJXODWLRQVRQWKH&RPPLWWHH
on Regulating Compliance
Risks

Company at a Glance
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ǩ*XLGHOLQHVIRU0LWLJDWLQJ
Antitrust Risks
ǩ5HPLQGHUFRQFHUQLQJWKHXVHRI
the hotline
Organizational structure:
ǩ'HSXW\&(2IRU&RUSRUDWH
Compliance Risks
ǩ&(2ǢV&RPPLWWHHRQ5HJXODWLQJ
Compliance Risks and its
regional subcommittees
ǩ&RPSOLDQFH5LVN'HSDUWPHQW

Shareholder Information
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70.KDVDFOHDUO\VWUXFWXUHG
and independent compliance
framework, which ensures
compliance with legal and ethical
standards. The system integrates
preventive measures, detection
of, and sanctions for, violations.
This process is coordinated by the
&(2ǢVCommittee on Regulating
Compliance Risks and its 18
regional subcommittees which
work based on a single plan
DFURVVDOO70.*URXSǢVGLYLVLRQV
and plants.
Protection for whistleblowers:
WRHQVXUHWKHZKLVWOHEORZHUVǢ
anonymity, all incoming
information is directed to
a dedicated group of three
authorized members of the
Committee on Regulating
Compliance Risks, who have
signed a non-disclosure
agreement.
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by Whistleblower Hotline: 8 800
700 8072 (you may call free of
charge, from anywhere in the
country, round the clock);

by e-mail: 8072@tmk-group.com
(you may send the notification
from any e-mail address);

by post to: 40/2a Pokrovka Street,
Moscow, 105062, Hotline

1714
reports via the Hotline
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Vetting counterparties and
monitoring transactions:
transactions within
counterparties’ ownership chain
are continuously monitored for
conflicts of interest, with anticorruption clauses and other
mandatory conditions included
in contracts and with risks of all
TMK’s counterparties reviewed
for sanctions risks using the
X-COMPLIANCE programme.
Membership of PAO TMK:
ǩ&RUSRUDWHPHPEHURIWKH
International Compliance
Association (ICA)
ǩ2QHRIWKHPHPEHUVRIWKH
Russian Union of Industrialists and
Entrepreneurs (RSPP) who have
signed Anti-Corruption Charter of
Russian Business

Training:
the Committee on Regulating
Compliance Risks arranged
for regular workshops to be
run across all of TMK business
units. In 2019, 63 trainings took
place involving 1,433 of the
Group’s managers. To train our
managers, TMK2U Corporate
University developed a remote
course on Compliance Risk
Management, which is available
on the corporate web portal.
1,309 employees were trained in
2019.
Assessment:
TMK Group’s 2019 anti-corruption
report was discussed at a
meeting of the Audit Committee
(minutes dated December 18,
2019) and received a positive
assessment.

ǩ70.UHJXODUO\SDUWLFLSDWHVLQ
the All-Russian Interactive AntiCorruption Campaign launched by
the Chamber of Commerce and
Industry of the Russian Federation
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1,309

63

employees trained
under distance learning
programmes

trainings

1,433
managers trained under
classroom programmes

Feedback:
to enable public control, TMK operates
a hotline information system (telephone
lines and e-mail 8072@tmk-group.com),
which can be used by the Company’s
employees, investors, clients and other
stakeholders to report any known abuse
or violations. Overall, in 2019, TMK’s
hotline received 860 calls (down 8%
year-on-year) and 854 emails (up 11%
year-on-year). The appropriate personnel
and management decisions were taken to
address the confirmed cases.
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Plans:
as instructed by PAO TMK’s Board of Directors (Minutes No. 5
dated September 19, 2019), we have developed the PAO TMK’s
2020 Anti-Corruption Improvement Programme, including planned
certification to ISO 19600 Compliance management systems and
ISO 37001 Anti-bribery management systems.
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INFORMATION SECURITY

WITH THE UBIQUITOUS PRESENCE
OF COMPUTER TECHNOLOGY
IN OUR LIVES, INFORMATION
SECURITY HAS BECOME
ESSENTIAL FOR THE COMPANY’S
OPERATIONS AND SUSTAINABILITY.

Given the high penetration of
advanced digital technology
as well as existing information
security risks, in 2019 TMK
adopted its Strategy to Ensure
and Improve Cybersecurity to
2022 in order to:
ǩFUHDWHDQHIIHFWLYHF\EHUVHFXULW\
system at TMK Group

Purpose:
to protect commercially sensitive confidential
information, insider information and personal
data of employees, shareholders and partners.

ǩJDLQDGGLWLRQDODGYDQWDJHV
through more reliable business
processes, lower operation costs
for security tools, and reduced
fraud and data leakage risks.

Governing regulations:
Strategy to Ensure and Improve Cybersecurity,
Information Security Policy of TMK Group
Russian Entities, the medium-term programme
to improve security of TMK’s IT infrastructure.

Key principles:
business focus and holistic
approach, corporate-wide
methodology and approaches to
the system’s development.

Organizational structure
Deputy CEO for Security, PAO TMK’s
Information Technology Department, PAO
TMK’s Economic Security Service, PAO TMK’s
IT Infrastructure Protection Department, as
well as local cybersecurity departments and
desks at PAO TMK entities.
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CORPORATE CYBERSECURITY (HOLISTIC APPROACH)
Implementation of the Strategy to
2022 in 2019
A security information and event
management (SIEM) system
implemented to automate security
event detection from different
web resources and protect the
IT infrastructure of the Russian
division’s key plants. This system
will serve as a technology platform
for building TMK’s Security
Operations Center (SOC).

TECHNICAL
ASPECTS

ORGANIZATION AND
METHODOLOGY

ǩ Set-up and administration of
security tools

A basic digital hygiene course
was designed in 2019 to raise
information security awareness
among TMK Group employees, with
trainings held across all entities of
TMK’s Russian division.

ǩ Stocktaking

ǩ Risk assessment

ǩ Update management
ǩ Data aggregation and analysis
ǩ Incident management
ǩ Responses, investigations
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ǩ Regulatory documents
ǩ Threat modelling

ǩ Change management

ǩ Process automation

ǩ Methodology development

ǩ Awareness raising
ǩ Information access rights
ǩ Brand protection
ǩ Follow-up
ǩ Disciplinary action
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COMPLIANCE

ǩ Measures under Federal Law
No. 187-FZ
ǩMeasures under Federal Law
No. 152-FZ
ǩMeasures under Federal Law
No. 90-FZ
ǩDeveloping and monitoring
compliance with internal
cybersecurity standards

Strategy implementation plans for
2020:
ǩ Build the SOC to boost TMK’s
ability to increase visibility of
information security breaches
and accelerate incident
response as well as to comply
with Russian Federal Law No.
187-FZ
ǩ&RQWLQXHWKHSURMHFWWRDOLJQ
the existing cybersecurity
landscapes and practices
ǩ(PEHGDSODWIRUPWRRUJDQL]H
internal phishing drills and
build up digital hygiene skills
among all TMK employees
ǩ&RQWLQXHEXLOGLQJDVHFXULW\
system to protect the cloudbased data center in order to
mitigate risks associated with
digital transformation

ǩGovernment relations
ǩRegulatory risks
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CORRELATION BETWEEN THE STRATEGY TO ENSURE AND IMPROVE CYBERSECURITY AND THE COMPANY’S BUSINESS GOALS
TMK’s Strategy to 2027

Strategy to Preserve and Improve Cybersecurity to 2022

TMK’s Mission
Be a “responsible global supplier of efficient solutions for consumers of steel pipes focused on increasing shareholder
value”.

Responsible – brand protection, prevention of data breaches, protection against data leaks, security of transactions and document flow
Global – distributed infrastructure, secure data transmission, secure access to shared services
Pipes (products) – cybersecurity of industrial facilities, compliance with Federal Law No. 187-FZ
Efficient solutions – reducing costs through selecting optimal solutions, automation and risk-based and proactive approaches

Horizon I (2018–2022)
tEnhance safety levels for our employees
t Develop a service offering of comprehensive design solutions for customers using cutting-edge digital technologies

tFocus on critical Russian IT infrastructure (Federal Law No. 187-FZ) considered as socially important
t Mitigate the risk of harm to human life and health (Resolution No. 127 of the Russian Government)
t Embed cybersecurity tools into the project cycle. Adopt the security-by-design approach

Horizon II (2023–2027)
tAdopt breakthrough digital technology and services, including Big Data, which will be transformed into a key driver of the
Company’s growth

tAchieve a cybersecurity level that will ensure uninterrupted operation during digitization of production processes

Strategic priorities: innovation and digitalization
tUse cutting-edge digital technology (Big Data, Industrial Internet of Things, machine vision, 3D printing, blockchain) to
improve product quality and cut costs
t Develop e-commerce across all divisions of TMK

tRegularly review and improve TMK’s existing threat model and build a risk map
t Apply adequate next-generation security tools
t Leverage cutting-edge technology to support cybersecurity systems and services
t Ensure and monitor confidentiality, integrity and accessibility of TMK eTrade data

Operational strategy (Production)
tDevelop information technologies and manufacturing execution systems (MES) at the Company
t Digital technology, digitalization

t Develop and maintain continuity and disaster recovery tools for business processes
t Embed alternative authentication methods
t Embed next-generation cybersecurity technology (Big Data or AI-based) to provide proactive protection driven by advanced behavioral
analytics and anomaly detection
t Deploy SIEM systems as a technology platform to organize cybersecurity incident management processes. Build a Security Operations Center
(SOC) based on these processes

HR Strategy
t Actively embed project management and Agile methods into the organizational management framework
t Embed leading-edge digital technology and IT solutions into the core HR processes (recruitment, deployment, training
and development), as well as into HR analytics and HR forecasting
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t Embed technology to support a secure software development process
t Raise employee security awareness and integrate digital hygiene into TMK’s corporate culture
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SUSTAINABLE
DEVELOPMENT REPORT
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STAKEHOLDER RELATIONS
TMK’s sustainable development is based on
transparency and trust in our relations with
stakeholders.
TMK identifies stakeholders as parties
that may be significantly affected by the
Company’s operations, and parties that may
affect the Company’s ability to successfully
implement its strategy and achieve its goals.
TMK’s key stakeholders are the Company
employees, shareholders and customers, as
well as the investment community, federal
and regional authorities, local communities,
suppliers, contractors, and trade unions.
We believe that a long-term partnership
is possible when based on mutual benefit
and commitment to ethical principles of
doing business, which are formalized in
TMK Group’s Code of Ethics at https://www.
tmk-group.com/media_en/files/51/Code_of_
Ethics.pdf.

BY THE WAY

Company at a Glance

TMK’s varied stakeholder engagement
practices enable timely identification of
relevant risks and new opportunities for
cooperation.
This Annual Report is a key communication
tool simultaneously addressing all of our
constituent stakeholders. When preparing
this Annual Report, we primarily focused
on addressing stakeholders’ concerns in
the reporting year and also followed expert
recommendations to improve the Report’s
quality.
Stakeholder relations and information
addressing the concerns of stakeholders are
presented in relevant sections of this Annual
Report and in the chart below.

In December 2019, the Company was named a sustainability
and social performance leader in AK&M and Russian Union of
Industrialists and Entrepreneurs (RSPP) ratings according to its
scores in the Responsibility and Transparency and Sustainable
Development Vector rankings compiled by RSPP. TMK also topped
the annual social performance rating among Russian metals and
mining companies, compiled by AK&M.
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STAKEHOLDER RELATIONS: COMMUNICATION AND FEEDBACK CHANNELS

CONSUMERS

SUPPLIERS

ǩ)RFXVRQPLGWHUPDQGORQJWHUP
SDUWQHUVKLS
ǩ'HOLYHULQJRQDOOFRQWUDFWXDOREOLJDWLRQV
ǩ$WHFKQLFDOVDOHVIXQFWLRQWRKDUPRQL]HRXU
RIIHUVDQGFRQVXPHUVǢLQWHUHVWV
ǩ$&50V\VWHPDLPHGDW
ǞLPSURYLQJWKHHIȌFLHQF\RIFRQVXPHU
UHODWLRQVLQVDOHVGHSDUWPHQWV
ǞLPSURYLQJUHVSRQVHWLPHWRFRQVXPHUVǢ
QHHGVVSHHGLQJXSUHTXHVWSURFHVVLQJDQG
FRPPHUFLDORIIHUSUHSDUDWLRQ
ǞLQFUHDVLQJFRQVXPHUVDWLVIDFWLRQ
FRQVLGHULQJWKHLUFRPPHQWVDQG
SUHIHUHQFHVUHJDUGLQJRUGHUIXOȌOOPHQW
ǞSURYLGLQJDIHHGEDFNFKDQQHO
ǩ$TXDOLW\PDQDJHPHQWV\VWHPFRPSOLDQWZLWK
,62DQG$3,6SHF4

ǩ70.H7UDGHDWXEXODUJRRGVRQOLQHVWRUHDW
KWWSVHFRPPHUFHWPNJURXSFRPWPN
VDOHIURQWLQGH[
ǩ7KH3URGXFWVVHFWLRQRIWKHZHEVLWHDWKWWSV
ZZZWPNJURXSFRPSURGXFWV
ǩ$GHGLFDWHGZHEVLWHWRVKRZFDVH70.ǢV
SUHPLXPFRQQHFWLRQVDWKWWSVZZZWPNXS
FRPHQ
ǩ:RUNVKRSVIRUFRQVXPHUVRQWKHSURSHUXVH
RI70.ǢVWXEXODUSURGXFWVIRUYDULRXVVHFWRUV
ǩ0HPEHUVKLSLQLQWHUQDWLRQDODQG5XVVLDQ
LQGXVWU\DVVRFLDWLRQVDQGRUJDQL]DWLRQV

ǩ )RFXVRQPLGWHUPDQGORQJWHUP
SDUWQHUVKLS
ǩ'HOLYHULQJRQDOOFRQWUDFWXDOREOLJDWLRQV
ǩ8QLIRUPSULQFLSOHVRIVXSSOLHUUHODWLRQV
EDVHGRQKHDOWK\FRPSHWLWLRQDPRQJ
PDQXIDFWXUHUVVXSSOLHUVDQGFRQWUDFWRUV

ǩ&UHDWLQJDIDYRUDEOHDQGVDIHZRUNLQJ
HQYLURQPHQWDQGLPSURYLQJOLYLQJVWDQGDUGVRI
HPSOR\HHV

ǩ$QHFRPPHUFHSODWIRUPIRUSURFXUHPHQW
RI70.ǢV5XVVLDQGLYLVLRQDWKWWSV]DNXSNL
WPNJURXSFRPWPNIURQWLQGH[

ǩ3URYLGLQJFRPSHWLWLYHVDODULHVLQWKHUHJLRQVLQ
ZKLFK70.SODQWVRSHUDWH

ǩ$QWL&RUUXSWLRQ3ROLF\DQWLFRUUXSWLRQ
KRWOLQH

ǩ3HUVRQQHOWUDLQLQJDQGGHYHORSPHQWSURYLGHG
E\70.8&RUSRUDWH8QLYHUVLW\
ǩ$QLQGXVWU\VSHFLȌFLQGHSHQGHQWTXDOLȌFDWLRQ
DVVHVVPHQWFHQWHUDWWKH1DWLRQDO$JHQF\IRU
4XDOLȌFDWLRQ'HYHORSPHQW
ǩ%XLOGLQJDQLQWHUQDOWDOHQWSLSHOLQH

ǩ.3,EDVHGUHPXQHUDWLRQ

ǩ(QJDJLQJHPSOR\HHVYLDFRUSRUDWHPHGLD WKH
<RXU7XEHPDJD]LQHSODQWQHZVSDSHUVDQG
FRUSRUDWH79 VRFLDOPHGLDDQGWKHFRUSRUDWH
SRUWDO

ǩ8QLȌHG VLQJOH UHPXQHUDWLRQV\VWHP

ǩ(PSOR\HHHQJDJHPHQWVXUYH\

ǩ6RFLDOEHQHȌWVDQGJXDUDQWHHV

ǩ3DUWLFLSDWLRQLQH[KLELWLRQVDQGLQGXVWU\
FRQIHUHQFHV

ǩ3URYLGLQJRSSRUWXQLWLHVWRXQORFNWDOHQWDQG
SRWHQWLDOIRUSHUIRUPDQFHGULYHQHPSOR\HHV

ǩ$QWL&RUUXSWLRQ3ROLF\DQWLFRUUXSWLRQKRWOLQH

ǩ$ELGLQJE\WKHWHUPVDQGFRQGLWLRQVRI
FROOHFWLYHEDUJDLQLQJDJUHHPHQWVLQSODFHDW
70.*URXSǢVSODQWV

ǩ3URGXFWUDQJHH[SDQVLRQ

ǩ7UDGHXQLRQPHHWLQJVDQGRWKHUPHHWLQJV
WRGLVFXVVDQGVLJQFROOHFWLYHEDUJDLQLQJ
DJUHHPHQWV

ǩ&DSDFLW\XSJUDGHSURJUDPPH
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ǩ+56WUDWHJ\&RGHRI(WKLFV
ǩ(PSOR\HHUHODWLRQVEDVHGRQWKHSULQFLSOHRI
VRFLDOSDUWQHUVKLS

ǩ4XDOLW\3ROLF\
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SHAREHOLDERS
LENDERS

BUSINESSES AND
NON-GOVERNMENTAL
ORGANIZATIONS

FEDERAL AND REGIONAL
AUTHORITIES

ǩ &RPSOLDQFHZLWKEHVWSUDFWLFHVLQFRUSRUDWH
JRYHUQDQFH
ǩ(TXDODFFHVVWRLQIRUPDWLRQDERXWWKH
&RPSDQ\
ǩ3URWHFWLRQRIVKDUHKROGHUULJKWVVHWRXWLQWKH
&RPSDQ\ǢV$UWLFOHVRI$VVRFLDWLRQ
ǩ7KH,QYHVWRUVVHFWLRQRIWKHFRUSRUDWH
ZHEVLWHDWZZZWPNJURXSFRPDQG
ZZZWPNJURXSUX
ǩ&RUSRUDWHZHESDJHVRQ,QWHUID[DQG/6(
LQIRUPDWLRQGLVFORVXUHZHEVLWHVDWKWWS
ZZZHGLVFORVXUHUXDQGKWWSZZZ
ORQGRQVWRFNH[FKDQJHFRP
ǩ,QIRUPDWLRQ3ROLF\
ǩ'LVFORVXUHRIRSHUDWLRQDODQGȌQDQFLDOUHVXOWV
RQDTXDUWHUO\EDVLV

ǩ $ELGLQJE\WKHDSSOLFDEOHODZV
ǩ.HHSLQJWUDFNRIFKDQJHVLQWKHDSSOLFDEOH
ODZVDQGHQIRUFHPHQWSUDFWLFHVDVZHOO
DVOHJLVODWLYHLQLWLDWLYHVDQGSUHSDUDWLRQRI
SURSRVDOVRQLPSURYLQJWKHOHJDOIUDPHZRUN
ǩ(QJDJHPHQWLQPDNLQJDQGLPSOHPHQWLQJ
GHFLVLRQVE\LQGXVWU\DVVRFLDWLRQVDQG
RUJDQL]DWLRQV

ǩ 0HPEHUVKLSDQGHQJDJHPHQWLQ5XVVLDQ
DQGLQWHUQDWLRQDOLQGXVWU\DQGQRQ
JRYHUQPHQWDORUJDQL]DWLRQV
ǩ3DUWLFLSDWLRQLQIRUXPVFRQIHUHQFHV
H[KLELWLRQVDQGZRUNVKRSVUHOHYDQWWRWKH
&RPSDQ\ǢVEXVLQHVVHV

LOCAL HOUSEHOLDS
LOCAL COMMUNITIES

ǩ(QJDJHPHQWLQWKHVRFLDODQGHFRQRPLF
GHYHORSPHQWRIUHJLRQV
ǩ&RRSHUDWLRQZLWKQRQSURȌWRUJDQL]DWLRQV
DQGWKHH[SHUWFRPPXQLW\LQWKHUHJLRQVRI
RSHUDWLRQ
ǩ6SRQVRUVKLSDQGSKLODQWKURS\
ǩ+ROGLQJHYHQWVWRSURPRWHHQYLURQPHQWDO
SURWHFWLRQDQGPLWLJDWHHQYLURQPHQWDO
IRRWSULQW

ǩ(QJDJHPHQWLQWKHZRUNRIDGYLVRU\ERGLHV
DQGWDUJHWHGH[SHUWWHDPV
ǩ3DUWQHUVKLSZLWKUHJLRQDODXWKRULWLHVWR
DGGUHVVVRFLDODQGHFRQRPLFLVVXHV

MEDIA

ǩ$UUDQJLQJIRULQWHUYLHZVRI5XVVLDQ
DQGLQWHUQDWLRQDOPDVVPHGLDZLWKWKH
&RPSDQ\ǢVWRSPDQDJHPHQW
ǩ&RPPXQLFDWLQJRSHUDWLRQDODQGȌQDQFLDO
UHVXOWVDQG70.ǢVGD\WRGD\RSHUDWLRQV
ǩ5HJXODUFRPPXQLFDWLRQZLWKPDVVPHGLD
LQFOXGLQJDQVZHULQJUHTXHVWV 
ǩ0HGLDWRXUVRI70.SODQWV
ǩ3RVWLQJWKHODWHVWQHZVDQGLQIRUPDWLRQRQ
VRFLDOPHGLD

ǩ&RPSOLDQFHZLWKHQYLURQPHQWDOODZV
KROGLQJHYHQWVWRSURPRWHHQYLURQPHQWDO
SURWHFWLRQDQGPLWLJDWHHQYLURQPHQWDO
IRRWSULQW

ǩ*HQHUDO0HHWLQJVRI6KDUHKROGHUV
ǩ3XEOLFDWLRQRIDQQXDOUHSRUWV
ǩ$QQXDO&DSLWDO0DUNHWV'D\V
ǩ3DUWLFLSDWLRQLQLQYHVWPHQWFRQIHUHQFHV
ǩ6LWHYLVLWVWR70.SODQWV
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HUMAN RESOURCES AND SOCIAL POLICY
Purpose:
align TMK Group’s human capital with our
strategic objectives and ensure employees are
motivated and have the professional qualifications
needed to achieve them.

Elena
Pozolotina

Governing regulations:
TMK’s HR Strategy for 2018–2022, which is
based on TMK’s Business Strategy adopted
by the Board of Directors in 2017, TMK’s HR
Management corporate quality management
standard, internal regulations and policies
relevant to the strategy’s key functional areas.

Deputy CEO for Human Resources –
Director of TMK2U Corporate University

ТМК2U
Corporate
University
celebrated its

second
anniversary

“At TMK, we take a systematic approach to HR
management. This helps ensure the Group maintains its
position as one of the world’s leading pipe producers
and one of the industry’s best employers, providing
competitive working conditions, social guarantees,
professional development opportunities and growth
potential for career-driven employees.
Our human capital is a key competitive advantage, and
investment in personnel is integral to the Company’s
long-term development. We see a return on this
investment through improved performance across the
Company’s key business metrics.”

Organization:
Vice President for Human Resources – Director
of TMK2U Corporate University provides overall
guidance and coordinates HR management
activities across TMK Group facilities. HR
management organization at each of the
Company facilities is structured as an integral
part of the company-wide function.

TMK’s HR Strategy defines:
ǩFRUSRUDWH+5PDQDJHPHQWSULQFLSOHV
ǩFRUSRUDWHYDOXHV
ǩVWUDWHJLF+5LQLWLDWLYHV
ǩNH\DUHDVDQGWDVNV
ǩFRUSRUDWH+5PDQDJHPHQW.3,V

Group headcount:

39,109

5%
year-on-year: average pay
increase
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IMPLEMENTATION OF TMK’S HR STRATEGY IN 2019
Corporate development and
headcount management
In 2019, TMK’s total headcount
across its facilities in Russia, the
USA, Canada, the EU (including
Romania), the UAE and Kazakhstan
was 39,109. We continued
implementing our comprehensive
approach to building a robust
management framework focused
on synchronizing business
processes and production plans

TMK’s
headcount

38,934

39,202

across our organisations, enabling
us to right-size our workforce
across TMK while boosting
labour productivity and employee
performance. We also continued
our efforts to divest non-core
assets.

Headcount changes in 2019 were
due to:
ǩLQWKH(XURSHDQGLYLVLRQOHVV
overtime work, as well as
compliance with occupational
health and industrial safety
requirements and with
updated environmental
regulations
ǩLQWKH$PHULFDQGLYLVLRQ
the dynamics of the national

4%
5%

39,109

Company at a Glance

2019
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ǩLQWKH5XVVLDQGLYLVLRQKLJKHU
output, including output of
high-tech pipes, and the
implementation of investment
projects.

2017
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6%

Blue-collar
employees

2%
9%

White-collar
employees

26%

Managers

49%

Female

15%

4%
6%

5%
6%

89%

2018

8%

Male

Headcount breakdown
by age and category

90%

Russian
division
European
division

2018

tubular products market and
the preparation for divestment
of TMK’s assets in the United
States

TMK’s headcount
by division

91%

2017

Headcount breakdown
by category and gender

2019

Corporate Governance Report

American
division
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The age composition of the
Company’s workforce reflects our
strategic initiatives and facilitates
the seamless transfer of expertise,
knowledge and skills from one
generation to the next, thereby
ensuring effective succession for
production personnel on an ongoing
basis. The Company complies
with all statutory requirements to
headcount breakdown by gender
and age.
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Over 55
years old

28%

46–55
years old
36–45
years old
26–35
years old
18–25
years old

39%

13%

12%

24%

22%

35%

29%

29%
17%
1%
Managers

25%
3%
White-collar
employees
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8%
Blue-collar
employees
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EMPLOYEE INCENTIVES AND COMPENSATION

Unified Compensation System
rollout across the Russian division

THE COMPANY’S EMPLOYEE INCENTIVE SYSTEM IS AIMED AT ALIGNING THE INTERESTS OF
SHAREHOLDERS, MANAGEMENT AND EMPLOYEES OF TMK GROUP PLANTS.
12

92%

11

10

90%
88%

10

86%
84%

8

82%
Corporate motivation
programmes and unification of
the compensation system:
ǩIn 2019, the Unified
Compensation System
was introduced at TMKKaztrubprom (Kazakhstan).
At the end of 2019, the Unified
Compensation System was in
place at 11 production facilities
across the Russian division and
covered over 31.8 thousand
employees
ǩA special incentive scheme
for key production employees
operating and maintaining pipe
rolling mills is in place at TMK’s
Russian and Romanian plants
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ǩA targeted incentive scheme
was put in place for PAO TMK’s
sales force to boost sales of
large diameter pipe and small
and medium diameter welded
pipes
ǩThe incentive scheme for
members of our working
groups focused on cost
reduction and procurement
performance improvement, as
well as teams within our OPEX
reduction project, delivered its
first results in 2019

6

80%

5

78%
80%

4

90%

91%

76%
74%

0

2017

2018

Number
of facilities
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2019

72%

Percentage of
personnel covered
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AVERAGE PAY AT TMK IN 2017–2019
Year-on-year increase of average
pay across TMK Group, %
The average pay across TMK was significantly
affected by fluctuations in the financial market,
in particular, changes in the Russian rouble
exchange rate.

2%
5%

In 2019, the average pay increased both in
rouble terms (up 5% year-on-year) and in U.S.
dollar terms (up 2% year-on-year).
The average pay in local currency demonstrated
an upward trend both in the Russian (up 12%
year-on-year) and the European (up 10% yearon-year) divisions.
At any TMK entity, each employee’s pay is linked
to their performance. The Company offers
salaries that are competitive in its regions of
operation and ensures compliance with national
laws, industry agreements and collective
bargaining agreements as regards salary
indexation, based on the divisions’ financial
performance.

+10%

9%

2018

17%
28%

2017

12%
in U.S. dollars

2019

in Russian roubles
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+26%

+10%

-3%
+8%

+8%

Average pay increase in
local currency by TMK
Group division (% yearon-year)
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Russian division,
Russian rouble

2017

2018

European
division,
Romanian leu

+7%
+3%
American
division,
U.S. dollar

2019
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SOCIAL PARTNERSHIP

In 2019, our representatives were actively
engaged in negotiating with the Russian
Mining and Metallurgical Trade Union and
the Russian Metallurgists Association on
the Branch Tariff Agreement in the Russian
Metals and Mining Industry for 2020–2022.
New collective bargaining agreements were
signed at TMK’s Romanian facilities:
ǩTMK-ARTROM – for a term from February
2019 to February 2021;
ǩTMK-RESITA – for 2019–2020.
The Company’s facilities across all divisions
complied with the requirements of all
applicable codes and standards, whether
industry-wide or set forth by collective
bargaining agreements.
.
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PROMOTING EMPLOYEE HEALTH
IN 2019, MANY OF OUR EMPLOYEES AND THEIR FAMILY MEMBERS
SPENT THEIR VACATIONS AND RECEIVED HEALTH RESORT TREATMENT

WE ARE COMMITTED
TO SUPPORTING
EMPLOYEES’ PHYSICAL,
EMOTIONAL AND
FINANCIAL WELLBEING, WHILST
ALSO ENCOURAGING
THEM TO TAKE TO
A CONSCIENTIOUS
APPROACH TO
PROTECTING THEIR
OWN HEALTH.

We have expanded all
of TMK’s corporate
recreation and health
programmes for
Company employees
and their families
in order to improve
health and offer
them more leisure
opportunities.

2,150 2,200
at Hotel Romantik
(Arkhyz, Russia)

at Burgas resort
(Sochi, Russia)

2,250

490
at Hotel Westend
(MarianskeLazne,
Czech Republic)

children of TMK employees spent their summer
holidays at health camps

PUBLIC RECOGNITION
IN 2019, THREE TMK EMPLOYEES WERE AWARDED THE
DISTINGUISHED METALLURGIST TITLE BY THE GOVERNMENT; 68
EMPLOYEES RECEIVED INDUSTRY AWARDS, WITH 22 RECEIVING
THE TITLE OF HONORED METALLURGIST AND 46 THE CERTIFICATE
OF MERIT FROM THE MINISTRY.
IN 2019, TMK GRANTED THE FOLLOWING CORPORATE AWARDS
TO LEGAL ENTITIES AND INDIVIDUALS IN RECOGNITION OF THEIR
CONTRIBUTION TO PROMOTING SUSTAINABLE, LONG-TERM AND
MUTUALLY BENEFICIAL RELATIONSHIPS WITH THE COMPANY:
ǩ BADGES FOR BUSINESS COOPERATION WITH TMK WERE
AWARDED TO SEVEN PEOPLE
ǩ CERTIFICATES FOR BUSINESS COOPERATION WITH TMK WERE
AWARDED TO SEVEN PEOPLE

PENSION PROGRAM
The corporate pension programme is part of TMK’s benefit package, aimed at
improving the quality of life for retired employees and motivating employees to stay
with the Company and improve their performance.

Company at a Glance

Strategic Report

Shareholder Information

Corporate Governance Report

Sustainable Development Report

Appendices

HUMAN RESOURCES
AND SOCIAL POLICY

125

THE CORPORATE PENSION PROGRAM IS PART OF TMK’S BENEFIT PACKAGE, AIMED AT IMPROVING THE QUALITY OF LIFE FOR
RETIRED EMPLOYEES AND MOTIVATING EMPLOYEES TO STAY WITH THE COMPANY AND IMPROVE THEIR PERFORMANCE.
THE FOLLOWING PRIORITY AREAS HAVE BEEN DEFINED FOR ТМК2U:
ǩ(VWDEOLVKLQJFRQVLVWHQWHPSOR\HH
qualification standards and
competencies across all of TMK
facilities and regions of operation

In 2019, TMK invested

$3.09

million in corporate training and career
enhancement programmes

Strategic Report

Shareholder Information

ǩ%XLOGLQJDV\VWHPWRIRVWHU
managerial skills in the
Company’s leaders and identify
leadership potential in the
younger generation of employees

ǩ,PSURYLQJWKHIUDPHZRUNRIHDUO\
career guidance comprising TMKsponsored secondary schools
and colleges; contributing to
programmes for gifted children
(the Sirius Educational Center,
the Tochka Opory (Foothold)
career advising project, the I’m
Professional national competition,
the nationwide Internships
project, the national Career Night

The Corporate University is a key resource for
achieving the development objectives defined
in our HR Strategy.

Company at a Glance

ǩ$WWUDFWLQJJLIWHGVWXGHQWVRI
relevant higher and secondary
professional education
institutions through competitive
selection and targeted support
based on the analysis and
forecast of the Company’s needs

ǩ)RUPDOL]LQJXQLI\LQJDQG
facilitating the sharing of
competencies between the
businesses to ensure the
sustainability of processes
ǩ&RPSLOLQJDIXOOVHWRIFRUSRUDWH
professional standards
factoring in the Group’s ongoing
GLJLWDOL]DWLRQDQGWHFKQRORJLFDO
innovations and providing
uniform criteria for personnel
recruitment, onboarding and
training, as well as talent pool
management

Since 2018, TMK2U Corporate University has
been the main platform used by Company
employees to develop their professional and
business skills. The University’s headquarters
are located at TMK’s R&D facility in Skolkovo
while it has training grounds at all of the
Company’s major production sites.
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event, etc.) and promoting the
ODWHVWYLVXDOL]DWLRQWRROVLQFDUHHU
advising (gamification, animation,
etc.)

ǩ'HYHORSLQJFDSDELOLWLHVWKDW
enable the Company to
manufacture high value-added
products
ǩ6XSSRUWLQJWKHLPSOHPHQWDWLRQ
of investment projects through
proactive development of relevant
skills
ǩ%XLOGLQJDQHQYLURQPHQWWKDW
fosters creativity and design
thinking required to develop next-

Appendices

generation high-tech production
facilities
ǩ(QVXULQJVXFFHVVLRQIRUWKH
Company’s management
SHUVRQQHOE\SULRULWL]LQJ
candidates from the talent pool
when making appointments to
management positions
ǩ&UHDWLQJDV\VWHPRIUHJXODU
qualification and competency
assessments of the Company
personnel using diverse methods
ǩ(QVXULQJDFRQWLQXRXVSURDFWLYH
training process by employing
both conventional and innovative
approaches to training
programme design
ǩ,QSDUWQHUVKLSZLWKSXEOLF
authorities, establishing
resource-based personnel
training centers (training grounds
at production facilities, Skolkovo
Innovation Center) based on
FRUSRUDWHVSHFLDOL]DWLRQDQGD
dual education framework
ǩ2UJDQL]LQJDQGKROGLQJFRUSRUDWH
knowledge-building events (the

+RUL]RQV,QWHUQDWLRQDO)RUXP
international scientific and
practical conferences, TMK
Global Forum, professional
excellence contests)
ǩ'HYHORSLQJWKHLQWUDFRUSRUDWH
social and knowledge-building
environment through promoting
the MOBI2U social network
application and the SOTA2U
online education platform
ǩ'HVLJQLQJDQGLPSOHPHQWLQJD
range of events to reinforce the
visibility and positive perception of
the Company’s HR brand
ǩ,QWURGXFLQJELOLQJXDOGLVWDQFH
and multimedia learning and
assessment channels via a single
interactive platform
ǩ&UHDWLQJLQGXVWU\VSHFLȌF
competency assessment centers
for the metals and mining industry
ǩ)RVWHULQJHPSOR\HHHQJDJHPHQW
Below follows a visual
representation of the progress on
these tasks in 2019.
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TMK2U CORPORATE UNIVERSITY IS THE KEY ELEMENT OF THE COMPANY’S EMPLOYEE TRAINING AND DEVELOPMENT SYSTEM

SPECIALIZATION: HARD SKILLS

Inaugurated in
November

5

4,820
square meters

Over

150

professions

Strategic Report

SKOLKOVO
INNOVATION CENTER

Training simulators
that replicate
actual pieces
of equipment

580

Shareholder Information

square
meters

In 2019,

Attendance tracking for in-class courses | E-courses | Webinars | Tests and surveys

Company at a Glance

Headquarters at the

2017

training grounds
located at the Company’s production facilities

Total area:

SPECIALIZATION: DIGITAL SKILLS, SOFT SKILLS

Corporate Governance Report

the

L&D_SOTA

online education
platform was
launched
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7

auditoriums featuring
cutting-edge equipment

First courses held
in September

2018

Media library | Program catalog | Certificates of completion | Creating a learning environment | News
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In-class courses and webinars held,
e-courses developed

A master’s program in Managing
a Metallurgical Plant was
launched jointly with Ural Federal
University. In September 2019,
the first group of students
(27 talent pool members)
commenced training.

In-class
courses and
webinars held

E-courses
developed

Total man-courses
(in-class and e-courses)

97
166

12

2017–2018
28

2019

Man-courses
(in-class)

6,187
11,861

18,632

Man-courses
(e-courses)

39,553

In two years, the University has designed 128 training programs in five areas
5

UniCom

UniEx

5
3
2
37

UniPro

UniTech

In 2019, on the initiative
of TMK2U, steelUniversity
initiated the launch of the
steelTalks webinar series.

27

Speakers included top experts
representing WorldSteel
Association member companies
from all over the world

15
2
18

UniUp
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2017–2018

webinars
were held in 2019

2

speakers
represented TMK

2019
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CREATING AN ENVIRONMENT THAT FOSTERS DEVELOPMENT,
AND PROMOTING BLUE-COLLAR TRADES

Held for
the second
time in
2019

Over 500
participants
in TMK’s
internal
selection
and training
programme

2
TMK2U
training
grounds

5
facilities

8
сompetencies

2019
Corporate vocational
skills competition
Master Games

2
categories:
YOUNG
and PROFI

An
anniversary
Forum was
held in
October 2019

~ 100
finalists
and
experts

International
forum
Horizons

Continued development of the MOBI2U mobile application
as a tool for building corporate culture
26.5 thousand
users
(up 43% year-on-year)

2,500
active users
(up 86% year-on-year)

The application has its virtual
currency (MOBIT)

Over 900
participants

4
corporate
contests

182
events

9
teams
participating
in a KVN (Club
of the Funny
and Inventive
People)
festival

23
sections of
international
scientific
and practical
conferences

11
students from
three universities
made presentations
at international
scientific
and practical
conferences

Users may post comments
on news articles
and other posts

Mobi Store has been launched

Event promotion through media and PR: via the MOBI2U
mobile application
Company at a Glance
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Evaluation and development

number of people

1,252

2018
1009

A second employee engagement
survey was held

2,000

Over
part in the survey

2019

643
407
250 257

employees took

4

101 121

evaluation sessions were held to
select candidates for the Management
Talent Pool

Talent
evaluation
(mid-level)

Talent
evaluation
(top-level)

52

75

Personal
Personal
development plans development plans
(mid-level)
(top-level)

Appointments
from the talent
pool

Career guidance
Employee Engagement Index
was up

8%

year-on-year

200

122

employees
passed evaluation tests

Over
internships were arranged

13

trade-specific tests were
developed
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I’m Professional 2019

TMK2U is a co-organizer
of Ural Federal University’s
Winter School
300 students attended the Winter
School in Sochi

Career Night

139 applications filed

The Engineering
Reconstruction project

14 applications filed

National Open
House Day

1,114 participants in 2019

Career guidance classes

199 classes held in 2019
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OCCUPATIONAL HEALTH AND SAFETY
Purpose:
ensure safe working conditions for each TMK
employee and full employee compliance with
occupational health and safety requirements.

All certified TMK facilities
confirmed compliance with
OHSAS 18001

Governing regulations:
ǩ2FFXSDWLRQDO+HDOWKDQG,QGXVWULDO
Safety Policy https://www.tmk-group.com
media_en/texts/63/Politika_po_OT_i_PB
utverzhdennaya_ENG.pdf

100% of production sites
took part in Steel Safety
Day 2019

ǩ2+6$6Ǟ2FFXSDWLRQDO+HDOWKDQG
Safety Management System

Overall injury rate in the
reporting year dropped
31.3%

ǩ5HJXODWLRQVRQWKH2FFXSDWLRQDO+HDOWK
and Industrial Safety Contest for TMK Group
Entities

No fatalities or group
accidents

ǩ2FFXSDWLRQDOKHDOWKDQGVDIHW\ 2+6 
management system including internal
instructions, rules and regulations
developed in accordance with applicable
laws

Emergency-free production

Organization:
The Technical Director is responsible for
organizing activities and achieving occupational
safety targets at TMK, with their KPIs including
occupational health and industrial safety metrics.
All of the Company’s facilities have an OHS
management system in place. Safety risks and
working conditions have been assessed, and
three-stage controls are in place.

Much lower number and
frequency of accidents and
overall lost workday rate

Company at a Glance
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Control:
Board of Directors, TMK’s executive
management, Technical Director jointly
with facility management.
A number of targeted preventive activities have
been run in 2019 to reduce injury rates:
ǩ(QVXULQJVDIHW\GXULQJVWDFNLQJSLSHLQ
racks
ǩ0DQGDWRU\H\HSURWHFWLRQLQLQGXVWULDO
settings
ǩ3UHYHQWLRQRIKDQGLQMXULHVUHVXOWLQJIURP
attempts to move or guide pipes
ǩ8VHRIEDUULHUVDQGORFNRXWVWRSUHYHQW
entry into areas with operating equipment
across all TMK facilities
ǩ,GHQWLȌFDWLRQRIFDXVHVRIZRUNUHODWHG
accidents at TMK facilities and contractor
organizations and taking appropriate
measures
ǩ)LUHȌJKWLQJHTXLSPHQWVHUYLFHDELOLW\FKHFNV
in January and September 2019

Sustainable Development Report
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TMK’s participation in Steel Safety Day 2019
Participants

2017

2018

2019

TMK employees

35,343

35,518

35,962

Including safety auditors, %

32

81

81

Contractor employees

6,770

6,924

7,350
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HEALTH AND SAFETY

131

Russian division

In line with tradition, all TMK
production facilities as well as
contractor employees took part
in Steel Safety Day 2019. On April
28, the World Day for Safety and
Health at Work, TMK summarized
the results of activities held to
mark Steel Safety Day 2019, and
submitted them to the World
Steel Association. A plan was put
together to eliminate or mitigate
identified risks. All of the plan’s
activities are running to schedule.

In 2019, almost all injury metrics improved,
both at individual divisions and across the
whole Group. Only the severity rate declined.
At the same time, there were no emergencies
or fatalities, and the Group-wide accident
frequency rate reduced by 32.8%, with the total
number of accidents decreasing and the lost
workday rate improving by 20%.

Indicator

2017

2018

2019

Accidents

30

20

16

including fatalities

0

0

0

Frequency rate

0.96

0.63

0.51

Severity rate

71.8

70.8

87.4

Lost workday rate
(LWR = FR x SR)

68.9

44.6

44.5

European division
Indicator

Across TMK Group
Indicator

2017

2018

2019

Accidents

54

48

33

including fatalities

2

0

0

Frequency rate

1.52

1.37

0.92

Severity rate

59.8

42.9

54.3

Lost workday rate (LWR = FR x SR)

90.9

58.8

50.1
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2018

2019

Accidents

7

3

2

including fatalities

2

0

0

Frequency rate

3.39

1.33

0.87

Severity rate

83.0

108.3

14.5

Lost workday rate
(LWR = FR x SR)

7

144.0

12.6

American division
Indicator

The calculations used the following formulas: FR = number of accidents x 1000/number of employees; SR = number
of lost workdays/number of accidents.
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2017

2018

2019

Accidents

17

25

15

including fatalities

0

0

0

Frequency rate (FR)

9.1

12.74

7.3

Severity rate (SR)

5.3

12.68

19.2

Lost workday rate
(LWR = FR x SR)

48.2

161.65

140.2

OCCUPATIONAL
HEALTH AND SAFETY

132

,PSURYHPHQWVLQWKH(XURSHDQ
GLYLVLRQZHUHSDUWLFXODUO\VLJQLȌFDQW
DQGWKLVSHUIRUPDQFHZDVGULYHQ
E\LQMXU\SUHYHQWLRQDFWLYLWLHV7KH
GLYLVLRQLQYHVWHGLQVDIHW\
LQLWLDWLYHVLQXSIURPD
\HDUDJR

ǩ,PSURYHPHQWRIKHDOWKDQG
VDIHW\ODZVWKURXJKSDUWLFLSDWLRQ
LQH[SHUWJURXSVRIWKH5XVVLDQ
8QLRQRI,QGXVWULDOLVWVDQG
(QWUHSUHQHXUV 5633 XQGHU
WKHJRYHUQPHQWDOUHJXODWRU\
JXLOORWLQHSROLF\

,QYHVWPHQWLQVDIHW\LQLWLDWLYHVDWWKH
5XVVLDQGLYLVLRQDOVRLQFUHDVHG E\
 WRWKRXVDQG

Best practice adoption and
digitization
3URGXFWLRQIDFLOLWLHVEHJDQ
GHSOR\LQJWKH4XDVDUSUHVKLIW
HOHFWURQLFPHGLFDOFKHFNXSV\VWHP
DQGDOFRKROLQWR[LFDWLRQFRQWURO
V\VWHP

%RWKWKHQXPEHURIORVWZRUNGD\V
DQGWKHORVWZRUNGD\UDWHLQ
ZHUHPRUHRUOHVVXQFKDQJHG
\HDURQ\HDUGHVSLWHDORZHU
QXPEHURIDFFLGHQWV7KHVHYHULW\
UDWHLQFUHDVHGE\ZKLFKLV
DWWULEXWHGWRORQJHUVLFNOHDYHVIRU
LQMXULHVZLWKVLPLODUVHYHULW\DVWKH
&RPSDQ\SXUVXHVLWVSROLF\RIIXOO
HPSOR\HHUHFRYHU\
Learning best practices:
ǩ3UHSDUDWLRQVIRUDQG
SDUWLFLSDWLRQLQWKH5XVVLD
+HDOWKDQG6DIHW\:HHNDQG
6DIHW\DQG/DERU3URWHFWLRQ
%,27 LQWHUQDWLRQDOVSHFLDOL]HG
H[KLELWLRQ

Incentives:
SXUVXDQWWRWKH&(2ǢVGLUHFWLYH
Ǥ5HJXODWLRQVRQWKH2FFXSDWLRQDO
+HDOWKDQG,QGXVWULDO6DIHW\&RQWHVW
IRU70.*URXS(QWLWLHVǥ70.
KROGVDFRPSHWLWLRQWRVHOHFWWKH
RUJDQL]DWLRQZLWKWKHEHVW2+6
SHUIRUPDQFHZLWK7$*0(7QDPHG
WKHZLQQHULQ
(PSOR\HHSDUWLFLSDWLRQLQ
RFFXSDWLRQDOKHDOWKDQGLQGXVWULDO
VDIHW\DFWLYLWLHVLVFRYHUHGE\70.ǢV
FRUSRUDWHPHGLD

ǩ0HHWLQJVZLWKRUJDQL]DWLRQV
VSHFLDOL]LQJLQRFFXSDWLRQDO
KHDOWKDQGLQGXVWULDOVDIHW\
LQFOXGLQJWRGLVFXVVWKH
GHSOR\PHQWRIGLJLWDOWHFKQRORJ\
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RECOGNITION

7$*0(7:$6$:$5'('$6,/9(50('$/$1'$',3/20$,1
7+(0(7+2'2/2*<)257+(&21752/$1'3529,6,212)
6$)(:25.,1*&21',7,216&$7(*25<$77+(7+5866,$
+($/7+$1'6$)(7<:((.
92/=+6.<3,3(3/$17:217+(%(6763(&,$/,67
5(*,21$/&217(672)2+6352)(66,21$/6
6,1$56.<3,3(3/$175(&(,9('$/(77(52)
5(&2*1,7,21)5207+(*29(51252)7+(69(5'/296.
5(*,21'$7('-8/<)25:,11,1*$352'8&7,21
&8/785($1'2&&83$7,21$/+($/7+$1'6$)(7<
&217(67+(/',17+(69(5'/296.5(*,21Ȏ,1ȏ
6(9(56.<3,3(3/$17:$6$/62$021*7+(:,11(56
$1'5(&(,9('$6,0,/$55(&2*1,7,21/(77(5)5207+(
*29(51252)7+(69(5'/296.5(*,21

2020 plans:
8SGDWHDQGFRGLȌFDWLRQRIWKH
0DQDJHPHQW&RPSDQ\ǢVLQWHUQDO
2+6GRFXPHQWV
0HDVXUHVWRLPSURYHVDIHW\
DQGUHGXFHULVNVIRUFRQWUDFWRU
HPSOR\HHV
'LJLWL]DWLRQRIRFFXSDWLRQDO
KHDOWKDQGLQGXVWULDOVDIHW\
VHUYLFHV
&RQWLQXHG0HGLFDO&KHFNXS
6\VWHPGHSOR\PHQWDWWKH
&RPSDQ\IDFLOLWLHV

ƠƚƘ2,/),(/'6(59,&(6:21$',3/20$2)7+(:,11(5
2)7+(5(*,21$/%(672+6352)(66,21$/&217(67
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ENVIRONMENTAL MANAGEMENT
Environmental
expenditures totaled

NEW
ENVIRONMENTAL
32/,&<2)70.
*5283

Purpose:
minimize environmental footprint, preserve and
improve the environment in the operating regions
in the context of dynamically growing production.

$37

Governing regulations:
ǩ(QYLURQPHQWDOODZV

million

ǩ(QYLURQPHQWDOSROLF\RIWKH70.*URXSKWWSV
ZZZWPNJURXSFRPPHGLDBHQWH[WV
(NRORJLFKHVND\DBSROLWLNDBHQSGI

11

of the
&RPSDQ\ǢV
plants
confirmed
their
compliance
ZLWK,62


Over

employees of the Company received
environmental trainings and briefings

9RO]KVN\3LSH3ODQW
and TAGMET named
environmental leaders
of Russia
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ǩ,62(QYLURQPHQWDOPDQDJHPHQW
systems
Organization:
70.ǢV7HFKQLFDO'LUHFWRURUJDQL]HV
environmental protection activities and

Control:
70.ǢV%RDUGRI'LUHFWRUVVXSHUYLVRU\ERGLHV
,Q70.DGRSWHGDQHZ(QYLURQPHQWDO
SROLF\DQGGHYHORSHGLWV,PSOHPHQWDWLRQ
&RQFHSWThese documents define our goals,
priorities, environmental performance indicators,
as well as implementation and monitoring
mechanisms.

(19,5210(17$/35,25,7,(6

Improved
environmental
performance
indicators

Corporate Governance Report

ǩ70.*URXSǢV(QYLURQPHQWDO3ROLF\
Implementation Framework

monitors performance against targets. The
Chief Environmental Engineer is responsible
for day-to-day management, planning and
environmental reporting at the Group level.
$WWKHIDFLOLW\OHYHO7HFKQLFDO'LUHFWRU&KLHI
Engineer are responsible for environmental
protection. Actual environmental protection
activities are carried out by specialized units –
environmental services.

ǩJUHHQWHFKQRORJLHV
,Q70.HQYLURQPHQWDOWDUJHWV
are important considerations in
product design and the selection
of production technologies,
sourcing raw materials and
engaging production partners.

Appendices

ǩJUHHQSURFHVVHV
The technologies and equipment
LQWHJUDWHGE\70.LQWRLWV
production processes enable the
Group, among other things, to
reduce its environmental footprint
and resource consumption.

ǩJUHHQSURGXFWV
70.LVFRPPLWWHGWRHQVXULQJ
the environmental safety of
its products throughout their
lifecycle, including disposal
(recycling).
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TMK’S 2019 ENVIRONMENTAL PERFORMANCE HIGHLIGHTS

TMK’S ENVIRONMENTAL EXPENDITURES

$37
million

ENVIRONMENTAL
INVESTMENTS IN 2019

GREENHOUSE GAS
EMISSION REDUCTION

$ 6,5

4%

million,
23 projects completed

POLLUTANT EMISSION REDUCTION

4%
Company at a Glance

TOTAL WATER
RECYCLED AND REUSED

Strategic Report

TOTAL WATER CONSUMPTION
REDUCTION

502

4%

million m

3

PERCENTAGE OF WATER
RECYCLED AND REUSED BY
THE RUSSIAN DIVISION

Shareholder Information

WASTE GENERATION
REDUCTION

5%

9%

REDUCTION OF WASTEWATER
DISCHARGE TO NATURAL
WATER BODIES

95.7%
Corporate Governance Report

REDUCTION OF WATER
CONSUMPTION IN
PRODUCTION

3%
Sustainable Development Report
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ENVIRONMENTAL MANAGEMENT SYSTEMS

FINANCING ENVIRONMENTAL PROTECTION ACTIVITIES

The Company continuously
improves its environmental
management system so that an
objective assessment is made of
potential environmental risks in
the production operations, and
the Group can install measures to
prevent or minimize their negative
impact.

TMK invests significantly in
environmental protection and
stewardship every year, with
environmental expenditures in
2019 totaling approximately $37
million.

In 2019, eleven of the Company
plants passed supervisory audits
to confirm the compliance of
their certified environmental
management system with ISO
14001:2015.

ENVIRONMENTAL PROJECTS ARE AN
ESSENTIAL COMPONENT OF THE COMPANY’S
DEVELOPMENT PROGRAMMES, INCLUDING
OUR CURRENT STRATEGIC INVESTMENT
PROGRAM.

TMK’s total environmental expenditures,
$ million

37

2017
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39,6

2018

37

2019
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Key capex projects in 2019

A total of

THE COMPANY’S
ENVIRONMENTAL
INVESTMENTS OVER THE
LAST FIVE YEARS TOTALED
OVER

23

$30

million, including
approximately $6.5 million
in 2019

ǩSEVERSKY PIPE PLANT:
– Completed construction of local water
reuse treatment facilities for a heat
treatment facility, which will help reuse
up to 20 million m3 of treated water
– Upgrade of the gas treatment unit of
Lime Kiln No. 1 is underway

capex projects were
completed during the
year with the main
focus on sustainable
water consumption and
minimizing impact on
water bodies

ǩVOLZHSKY PIPE PLANT:
– Completed construction of a mechanical
draft cooling tower out of prefabricated
parts
– Cell No. 2 of the industrial waste landfill
covered; completed construction of cell
No. 9 for waste of hazard classes 4 and 5
ǩSINARSKY PIPE PLANT COMPLETED
construction of a cooling tower for
reusable water and reduced discharge of
solids and petroleum products

TMK’s environmental expenditures
in 2019
3% 3%

Soil contamination control

ǩ7$*0(7FRPSOHWHGLQVWDOODWLRQDQG
commissioned dust control and gas
cleaning units at the ferro-alloy and lumps
preparation facility

Air pollution control

ǩ$57520XSJUDGHGDQHXWUDOL]DWLRQVWDWLRQ

Water pollution control

15%
60%

Soil зreclamation
19%
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KEY ASPECTS OF TMK’S ENVIRONMENTAL ACTIVITIES
AMBIENT AIR
PROTECTION

Focus:
continuous air quality improvement
in production hosting areas.

TMK’s facilities comply with
the legislation covering air
emissions inventory, regulation,
and control, as well as
operations in adverse weather
conditions. Our emissions
control activities ensure
compliance with the prescribed
air emissions limits.

Emission
pollutants

1%
3%
TMK consistently reduces
pollutant emissions into the
ambient air, with total emissions
cut by 22% over the last 5 years.
In 2019, total emissions went
down by 4% to 10,500 tonnes.

2%

55%

Carbon oxide from fuel
combustion in production
processes accounts for the
largest part of emissions (55%).
In the reporting period, the
Company complied with emission
standards without any emergency
or peak emissions.

17%

In order to reduce pollutant
emissions into the ambient air,
the Company took measures
to improve gas cleaning
performance, control emissions
in adverse weather conditions,
as well as contain, redirect, and
clean dust and gas flows. TMK’s
air pollution control expenditures
totaled $4 million in 2019.

22%

AMBIENT AIR PROTECTION TARGETS
Carbon oxide
Nitrogen oxides
Implementation of technologies
and measures ensuring
compliance of emissions with
established limits as well as
reduction of gross pollutant
emissions into the ambient air

Company at a Glance
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Reduction of GHG
emissions through
improved energy
efficiency initiatives

Effective operation
of gas treatment
equipment

Development and
improvement of
ambient air impact
monitoring

Total pollutant emissions by TMK,
thousand tonnes
11.1

11.0

2017

2018

10.5

Particulates
Other
VOC
Sulphur dioxide
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CLIMATE RESPONSIBILITY

Focus:
support Russian and international initiatives to
prevent climate change.

TMK considers carbon footprint
when defining its development
strategy, with the carbon
agenda incorporated into risk
management and business
processes.
GHG emissions are calculated on
an annual basis. GHG emissions
in the Russian division are
calculated in accordance with the
Methodology Recommendations
and Guidelines for Quantitative
Determination of Greenhouse Gas
Emissions from Organizations
Conducting Economic and
Other Activities in the Russian
Federation approved by Order
No. 300 of the Ministry of Natural
Resources and Environment of

Company at a Glance

Strategic Report

the Russian Federation dated
June 30, 2015.
The European division entities
comply with local carbon laws
and submit GHG emission
verification reports and
monitoring plans to supervisory
bodies in due time.
TMK is implementing a
Programme to Improve Energy
Efficiency and Fuel and Energy
Saving, optimizing operations
and improving process solutions.
As a result, total tonnes of GHG
emissions decreased by 4%
year-on-year in 2019. Direct GHG
emissions totaled 1.296 mln
tonnes of СО2 equivalent.
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PROTECTION AND SUSTAINABLE USE OF WATER

Focus:
reduce water consumption and negative impact on
water bodies.

Percentage of water recycled and reused
by TMK’s Russian plants stood at

95.7%

Subject to permits, TMK’s facilities abstract
water from surface and underground sources
to supply water for production, general and
drinking, and process use, and public needs.
Water reuse or recycling is a mandatory requirement for commissioning any of
TMK’s new, upgraded or revamped facilities.
In 2019, the volume of recycled or reused
water totaled 502 million m3. Percentage of
water recycled and reused by TMK’s Russian
plants stood at 95.7%. The high percentage
of reused and recycled water reduces water
withdrawal and wastewater discharge.
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TARGETS FOR THE PROTECTION OF WATER BODIES AND THE SUSTAINABLE USE OF WATER

Implementation
of technologies
and measures
ensuring compliance
with regulatory
requirements
and improvement
of qualitative
and quantitative
indicators for
effluents

Corporate Governance Report

Sustainable Development Report

Ensuring effective
operation of
treatment facilities

Lower volume of
non-reusable water

Appendices

Deploying and increasing the
capacity of water reuse and
recycling systems to reduce
water consumption and
eliminate or minimize polluted
wastewater discharge

Lower freshwater use for key
production processes (steel
smelting and pipe production)

Development and improvement of
water consumption and discharge
monitoring

ENVIRONMENTAL
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TMK’s total water consumption,
million m3
Key initiatives implemented in 2019 to mitigate
impact on water bodies: building and upgrading treatment facilities; organizational measures to prevent spills, leaks, and unsustainable
use of water; enhancing water recycling and
reuse systems. TMK spent $17.8 million on
sustainable water use and water pollution
control in 2019.






Progress vs. 2018:
ǩGHFUHDVHLQWRWDOZDWHUFRQVXPSWLRQ
ǩUHGXFWLRQLQZDWHUFRQVXPSWLRQLQSURduction

2017

ǩUHGXFWLRQLQZDVWHZDWHUGLVFKDUJHWR
natural water bodies

TMK’s total wastewater, million m3

The success of our sustainable water use
efforts is demonstrated by the positive changes
in TMK Group’s water consumption.

4%

28.0



26.8

2017

2018

2019

2018

2019

TMK’s water discharge into surface
water bodies, million m3



12.8

2018

2019

decrease in total water
consumption
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WASTE MANAGEMENT
Waste disposal methods in 2019
Focus:
prevent land contamination by reducing waste
generation and minimizing waste disposal into the
environment.

Key results of TMK’s consistent environmental
activities in 2019:
ǩ7RWDOZDVWHGHFUHDVHGE\
ǩ,QWHUQDOZDVWHSURFHVVLQJLQFUHDVHGE\
ǩRIWRWDOZDVWHWUHDWHGDQGXVHGLQWHUQDOO\
DQGGLVSRVHGRIDWRXURZQGHVLJQDWHG
facilities – an excellent waste management
performance

TMK’s environmental programmes aimed at
increasing waste recycling and reducing waste
landfilling achieved good results: 93% of total
waste generated by production processes
(621,000 tonnes in 2019) are used, treated, or
processed.

Waste is managed in accordance with
approved instructions and corporate
standards. Our waste disposal and temporary
storage sites are subject to industrial
environmental monitoring. In 2019, we spent
$6.4 million on efforts to minimize the
impacts of our waste on the environment,
including approximately $1 million on land
protection (disturbed land rehabilitation, etc.).
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ǩRIWRWDOZDVWHWXUQHGRYHUWROLFHQVHG
specialist contractors

Treated and used
internally

WASTE MANAGEMENT TARGETS

Effective industrial
waste collection and
disposal management



Transferred to specialist
contractors
Waste recycling
wherever possible and
economically feasible

Implementation
of methods and
technologies for
waste processing and
disposal; use of waste
as raw material in own
production process
and production in other
industries
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Disposed of at our own facilities
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ENVIRONMENTAL AND INDUSTRIAL MONITORING

Focus:
continuous monitoring
of environmental
impacts.

Our plants are continuously
monitoring the areas affected
by their production facilities for
environmental impact, leveraging
a high-performance industrial
environmental monitoring
system. All of the Russian
division’s plants have certified
chemical laboratories equipped
with all necessary state-of-theart equipment. In accordance
with accreditation requirements,
our laboratories participate in
interlaboratory comparisons for
experimental confirmation of
their proficiency.
Monitoring targets:
ǩ1RQIXJLWLYHHPLVVLRQV
ǩ$PELHQWDLUTXDOLW\RQWKH
buffer zone boundary
ǩ3K\VLFDOLPSDFWOHYHOV QRLVH
pollution)
ǩ6XUIDFHJURXQGDQG
wastewater quality
ǩ6RLOFRQGLWLRQ
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ENVIRONMENTAL EDUCATION AND TRAINING

Focus:
high level of environmental responsibility and competence of
staff, personal contribution to environmental management
system performance.

Main areas for personnel
training:
ǩ(QYLURQPHQWDOPDQDJHPHQW
system
ǩ(QYLURQPHQWDOVDIHW\
ǩ+DQGOLQJZDVWHRIKD]DUG
categories 1 to 5
7KRVH70.HPSOR\HHVZKR
are interested in the basics of
environmental legislation and
the environmental aspects
of TMK Group’s operations
have the option of studying
the Ecology for Nonecologists
course in TMK’s Corporate
University TMK2U.

Company at a Glance
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PUBLIC
RECOGNITION

Company experts
actively participate in
HQYLURQPHQWDOZRUNVKRSV
conferences and other
events held by government
bodies or non-governmental
RUJDQL]DWLRQV

192/=+6.<
PIPE PLANT AND
7$*0(7:217+(
$:$5'2)7+(7+
5866,$1&217(67
ENVIRONMENT
/($'(52)5866,$
,17+(%(67
(19,5210(17$//<
5(63216,%/(67((/
&203$1<&$7(*25<

The Company’s facilities also
provide environmental safety
briefings to its contractors.
TMK also runs environmental
initiatives, tours, open lessons
and lectures for school and
university students to improve
HQYLURQPHQWDODZDUHQHVVLQLWV
operating regions.
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SPONSORSHIP AND PHILANTHROPY
Purpose:
create positive social change in the
regions hosting our plants.

Priority areas of TMK’s charitable
efforts:
ǩ(GXFDWLRQ

Governing regulations:
ǩ816XVWDLQDEOH'HYHORSPHQW
Goals

ǩ&XOWXUH

ǩ&RGHRI(WKLFVKWWSVZZZWPN
JURXSFRPPHGLDBHQȌOHV
&RGHBRIB(WKLFVB70.B*URXSSGI

ǩ+HDOWKFDUH

ǩ5HJXODWLRQVRQWKH70.&KDULW\
3ROLF\ (QGRZPHQWV'RQDWLRQV 
KWWSVZZZWPNJURXSUX
PHGLDBUXȌOHV3ROR]KHQLHB
70.BRBSR]KHUWYRYDQL\DKSGI
Organization:
70.UXQVPRVWRILWVFKDULW\
SURMHFWVYLDDSURIHVVLRQDO
RSHUDWRUǞWKH6LQDUD&KDULW\
)RXQGDWLRQHVWDEOLVKHGLQ
DQGGLUHFWO\YLDWKH&RPSDQ\ǢV
plants in its operating regions.

ǩ6SRUWV

Initiatives supported by TMK and
the Sinara Charity Foundation in
2019:
ǩ)LQDQFLDOVXSSRUWSURYLGHGWR
QRQSURȌWRUJDQL]DWLRQV
LQFOXGLQJWKURXJKYDULRXV
JUDQWFRPSHWLWLRQV
ǩ7KH8UDOV,QGXVWULDO%LHQQDOH
RI&RQWHPSRUDU\$UWDJUDQW
SURJUDPPHWRVXSSRUW\RXQJ
DUWLVWVLQWKH8UDOVUHJLRQ
ǩ7KHWK'HPLGRY,QWHUQDWLRQDO
&RQWHVWIRU<RXQJ9LROLQLVWV
'H08.6 <HNDWHULQEXUJ5XVVLD
ǩ7RFKND2SRU\ )RRWKROG D
FRUSRUDWHFDUHHUDGYLVLQJSURMHFW
VSDQQLQJWKH6YHUGORYVN5RVWRY
9ROJRJUDG8O\DQRYVN.XUJDQ
DQG2U\RO5HJLRQV7KLVSURMHFW
ZDVLQFOXGHGLQWKH7RS
5XVVLDQSURMHFWVVXSSRUWHG
E\WKH3UHVLGHQWLDO*UDQWV
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)RXQGDWLRQ,QRYHU
KLJKVFKRROVWXGHQWVIURP
VFKRROVDWWHQGHGWKHSURMHFW
HYHQWV0RUHWKDQHYHQWV
ZHUHKHOG WRXUVǤOLYHOHVVRQVǥ
79VKRZVGHGLFDWHGWREDVLF
WUDGHVWUDLQLQJVHVVLRQVIRU
WHDFKHUVHWF ,QWKHVL[\HDUV
VLQFHWKHSURMHFWZDVODXQFKHG
DWRWDORIFODVVURRPVLQWKH
ZLQQLQJVFKRROVKDYHEHHQ
HTXLSSHGIRULQGXVWU\UHODWHG
SURJUDPPHV
ǩ7KH5RVWRFKHN /LWWOH6SURXW 
SURJUDPPHWRVXSSRUWSUH
VFKRROLQVWLWXWLRQVZHVXSSOLHG
VSHFLDOL]HGODXQGHULQJHTXLSPHQW
WRSUHVFKRROLQVWLWXWLRQVLQWKH
6YHUGORYVN5RVWRYDQG9ROJRJUDG
Regions
ǩ7KH3DLQOHVV&KLOGUHQǢV+RVSLWDO
SURMHFWDLPHGDWVXSSO\LQJPHGLFDO
HTXLSPHQWIRUDQGSURPRWLQJWKH
SUDFWLFHRIWKHODWHVWLQQRYDWLYH
ORZLQYDVLYHVXUJHU\PHWKRGV
DQGSURYLGLQJFKLOGUHQZLWKD
FRPIRUWDEOHHQYLURQPHQWWR
PLQLPL]HWKHLUVWUHVVDVWKH\
XQGHUJRPHGLFDOWUHDWPHQW
ǩ7KH0DNLQJD:RUOG6XLWDEOHIRU
&KLOGUHQSURMHFWLPSOHPHQWHG
MRLQWO\ZLWK6LQDUVN\3LSH3ODQW

Corporate Governance Report

$QHZȌWQHVVDQGSOD\JURXQGDUHD
IRUFKLOGUHQDQGDGXOWVZDVRSHQHG
LQWKHSODQWǢVSXEOLFSDUNLQ
7KHH[LVWLQJȌWQHVVDUHDVZHUH
UHQRYDWHG
ǩ7KH0DQDJHUV/HDJXHDQHZ
SURMHFWVSRQVRUHGE\WKH6LQDUD
&KDULW\)RXQGDWLRQDQGODXQFKHG
MRLQWO\ZLWKWKHDGPLQLVWUDWLRQ
RI3ROHYVNR\PXQLFLSDOLW\DQG
6HYHUVN\3LSH3ODQWLQWR
LGHQWLI\WDOHQWHGPDQDJHUVDQG
HQJDJHWKHPLQVRFLDOSURMHFWV
LPSOHPHQWHGLQ3ROHYVNR\
0RUHWKDQHQWUDQWVIURP
VHYHUDOFLWLHVRI5XVVLDVHQWWKHLU
applications
ǩ<HNDWHULQEXUJǢV1XWFUDFNHU
%DOOHW7KHDWHUDQGWKH
<HNDWHULQEXUJ3XSSHW7KHDWHU
VWDJHGFKDULW\SHUIRUPDQFHVLQ
.DPHQVN8UDOVN\DQG3ROHYVNR\
EULQJLQJXQLTXHHQWHUWDLQPHQW
WRFKLOGUHQIURPRUSKDQDJHV
DQGFKLOGUHQIURPODUJHIDPLOLHV
DQGIDPLOLHVRIWKHSLSHSODQW
HPSOR\HHV
TMK plant employees take active
part in the Corporate Citizenship
project by donating blood and
plasma to children.
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In 2019, TMK’s volunteers:
ǩ2UJDQL]HGFHOHEUDWLRQVIRU
FKLOGUHQGHSULYHGRISDUHQWDO
FDUHRQWKH&KLOGUHQǢV
3URWHFWLRQ'D\DQG1HZ
<HDUǢV(YH
ǩ3DUWLFLSDWHGLQWKH
*LYLQJ7XHVGD\LQWHUQDWLRQDO
LQLWLDWLYHE\SURYLGLQJVXSSRUW
WRVHQLRUFLWL]HQVLQGLIȌFXOW
OLIHVLWXDWLRQVDQGUHWLUHG
HPSOR\HHVRI70.SODQWV
ǩ7RRNSDUWLQYDULRXVEORRG
GRQDWLRQFDPSDLJQVDQGRWKHU
SURMHFWVWRKHOSOLWWOHSDWLHQWV
DQGFKLOGUHQGHSULYHGRI
SDUHQWDOFDUH

ǩ9RO]KVN\3LSH3ODQWKHOSV
HGXFDWLRQDODQGFKLOGUHQǢV
LQVWLWXWLRQVSURYLGHVDVVLVWDQFH
WRYHWHUDQVRIWKH*UHDW3DWULRWLF
:DU ::,, LPSOHPHQWVVRFLDOO\
VLJQLȌFDQWVSRUWVLQFOXVLYHDQG
HQYLURQPHQWDOSURMHFWV

:,7+7+(7+Ș7+6,1$5$
&+$5,7<)281'$7,21*5$17
&203(7,7,213$270.:$65$1.('
7+,5',17+(%(67352*5$00(
352027,1*6867$,1$%,/,7<9,$
*5$17&203(7,7,216Ȏ%(67*5$17
&203(7,7,21ȏ&$7(*25<2)7+(
&25325$7(3+,/$17+523</($'(56
&217(6725*$1,=('%<
'21256)2580$1$662&,$7,21
2)0$-25*5$170$.,1*
25*$1,=$7,216

ǩ6LQDUVN\3LSH3ODQWUHJXODUO\
KROGVHYHQWVWRSURPRWH
SK\VLFDODQGFUHDWLYH
GHYHORSPHQWRI\RXQJSHRSOH
ǩ6HYHUVN\3LSH3ODQWIRFXVHV
RQGHYHORSLQJHGXFDWLRQDO
SURJUDPVFDUHHUDGYLVLQJ
LQLWLDWLYHVDQGLPSURYLQJWKH
LQIUDVWUXFWXUHRIHGXFDWLRQDO
LQVWLWXWLRQVLQ3ROHYVNR\

All TMK entities in Russia
run regular long-term
charitable activities and
campaigns:
ǩ7$*0(7KDVWUDGLWLRQDOO\
SDUWLFLSDWHGLQWKHQDWLRQZLGH
3RG)ODJRP'REUD ,QWKH
1DPHRI.LQGQHVV FKDULWDEOH
FDPSDLJQWRUDLVHIXQGVIRU
FKLOGUHQZKRQHHGH[SHQVLYH
WUHDWPHQWDQGDOVRVXSSRUWHG
\RXWKVRFLDOLQLWLDWLYHVWKURXJK
WKH,GHLY=KL]Q 7XUQLQJ,GHDV
,QWR5HDOLW\ FRQWHVW

ǩ2UVN\0DFKLQH%XLOGLQJ3ODQW
VXSSRUWHGWKHSDUWLFLSDWLRQRI
WHFKQLFDOFROOHJHVWXGHQWVLQ
WKHUHJLRQDOFRPSHWLWLRQ<RXQJ
3URIHVVLRQDOV :RUOG6NLOOV
5XVVLD 7KHSODQWHPSOR\HHV
GRQDWHGJLIWVWRGLVDGYDQWDJHG
IDPLOLHVZLWKȌUVWJUDGHUV
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PUBLIC RECOGNITON

KWWSVZZZGRQRUVIRUXPUXSURMHFWV
ONELWRJLSURHNWD

,17+(72&+.$2325<
Ȏ)227+2/'ȏ&25325$7(&$5((5
$'9,6,1*352-(&7-2,1('7+(723
62&,$//<6,*1,),&$17352*5$06
5$1.,1*&203/,('%<7+(
35(6,'(17,$/*5$176)281'$7,21
7+(352-(&75(&(,9('$*5$17
)5207+()281'$7,21,1$1'
:$668&&(66)8//<,03/(0(17(',1


:HDOVRVXSSRUWDPDWHXUWHDPV
UHSUHVHQWLQJ70.HQWLWLHVLQ
YDULRXVVSRUWVFRPSHWLWLRQV
LQFOXGLQJLQFKLOGUHQǢV\RXWKDQG
DGXOWVSRUWV

Corporate Governance Report

KWWSV[QQDFK[QDIDNPF
[QSDLSURMHFW"LG 

Sustainable Development Report

Appendices

SPONSORSHIP
AND PHILANTHROPY

146

ENERGY CONSUMPTION AND EFFICIENCY
Energy consumption by PAO TMK and its Russian division subsidiaries* in 2017–2019
Consumption
by volume

Consumption
by value (thousand $)

Consumption
by volume

Consumption
by value (thousand $)

Consumption
by volume

Consumption
by value (thousand $)

Type of energy
source

Unit of
measurement

2017

Natural gas***

thousand m3

691,306

51,935

708,792

50,846

678,921

48,832

Electricity

thousand kWh

3,094,721

152,900

3,224,373

153,165

3,163,834

159,120

Heat

Gcal

1,069,862

23,782

1,151,430

25,039

1,057,317

23,554

Gasoline

tonnes

252

183

202

155

241

191

Diesel fuel

tonnes

3,664

2,317

3,089

2,175

3,605

2,553

Fuel oil**

tonnes

21

3.29

2

0.27

695**

93

Total

2018

231,121

2019

231,381

Following the sale of 100% of the shares of IPSCO Tubulars Inc. on January 2, 2020, for the purposes of consolidation TMK Group comprises
plants in Russia, Romania and Kazakhstan as well as subsidiaries within the Russian and European divisions.
The table compares changes in energy consumption by the Russian division’s plants and subsidiaries.
** The increase in fuel oil consumption in 2019 (used as a backup fuel mainly at PJSC Seversky Pipe Plant and JSC Sinarskaya Heat and Power
Plant) is due to a scheduled gas shutdown for network maintenance in July 2019 by LLC Gazprom Transgaz Yekaterinburg, as well as thirdparty urban gas pipeline accident mitigation in October 2019.
*** Gas and fuel oil consumption includes consumption for heat generation for external consumers (at JSC Sinarskaya Heat and Power Plant
and PJSC Seversky Pipe Plant).

234,344

*
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BY THE WAY

An environmental project completed by Volzhsky
Pipe Plant has reduced the concentrations of
steelmaking slag processing dust by 95%. A slag
pit sprinkling system was installed in the slag
processing area of the plant’s electric arc furnace
shop, and a protective 4-meter fence was installed
around the area.

ENERGY CONSUMPTION
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All TMK plants are certified to ISO
50001:2011 international standard.
TMK plants implemented a number
of initiatives in 2019 to reduce
energy consumption and improve
energy efficiency. Selected projects
include:

VOLZHSKY PIPE PLANT:
ǩ3RZHUFRQVXPSWLRQZDVUHGXFHG
through upgrades to lighting
systems and optimized lighting
modes at business units
ǩ2SWLPL]LQJWKHVFKHGXOHRI
operation for the electric arc
furnace (EAF)

TAGMET:
ǩ3RZHUFRQVXPSWLRQZDVORZHUHG
by reducing the uptime of the
main motors in the EAF’s gas
treatment system by 11 hours
during preventive maintenance

The energy savings achieved through measures implemented in 2018 totaled
$1.8 million in 2019, or 7,656 tonnes of oil equivalent.
The Company invested $2.9 million in energy efficiency in 2019.

SEVERSKY PIPE PLANT:
ǩ1LWURJHQJDVFRPSUHVVRUVWR
ERRVWORZSUHVVXUHQLWURJHQ
WRDKLJKHUSUHVVXUHZHUH
LQVWDOOHGDWWKHSRZHUVKRS
ORSKY MACHINE BUILDING
PLANT:
ǩ(OHFWULFZDWHUKHDWHUVZHUH
replaced by gas heaters in the
galvanizing area of the gas
cylinder production facility
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CORPORATE GOVERNANCE CODE
COMPLIANCE REPORT
IN ACCORDANCE WITH RECOMMENDATIONS OF THE BANK OF RUSSIA (LETTER NO. IN-06-52/8 DATED FEBRUARY 17, 2016)
This Corporate Governance Code Compliance
Report was discussed by the Board of Directors
of Public Joint Stock Company Trubnaya
Metallurgicheskaya Kompaniya (PAO TMK) at
the meeting dated April, 23 2020, Minutes No. 20
dated April 24, 2020.

The Board of Directors certifies that all data in
this Report contain full and reliable information
on compliance by the Company with the
principles and recommendations of the Corporate
Governance Code for 2019.

The statement of PAO TMK’s Board of Directors
on compliance with the corporate governance
principles set out in the Corporate Governance
Code is provided on page 58 of this Annual Report.

No.

Corporate governance principles

1.1

The company ensures equal and fair treatment of all shareholders in exercising their corporate governance right.

1.1.1

The company ensures the most favorable conditions for its shareholders to participate in the general meeting, develop an informed
position on agenda items of the general meeting, coordinate their
actions, and voice their opinions on items considered.

1. The company’s internal document approved by the general meeting of shareholders
governing the procedures to hold general meetings of shareholders is publicly available.
2. The company provides accessible means of communication with the company, such as
a hotline, email or online forum, to enable shareholders to express their opinions and send
questions on the agenda in preparation for the general meeting. The company performed
the above actions in advance of each general meeting held in the reporting period.

Full
Partial
None

1.1.2

The procedure for giving notice of, and providing relevant materials
for, the general meeting enables shareholders to properly prepare
for attending the general meeting.

1. The notice of an upcoming general shareholders meeting is posted (published) online at
least 30 days prior to the date of the general meeting.
2. The notice of an upcoming meeting specifies the meeting venue and the documents
required for admission.
3. Shareholders were given access to the information on who proposed the agenda items
and who proposed nominees to the company’s board of directors and revision committee.

Full
Partial
None
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1.1.3

In preparing for, and holding of, the general meeting, shareholders
were able to receive clear and timely information on the meeting and
related materials, put questions to the company’s executive bodies and
the board of directors, and to communicate with each other.

1. In the reporting period, shareholders were given an opportunity to put questions to members
of executive bodies and members of the board of directors in advance of and during the annual
general meeting.
2. The position of the board of directors (including dissenting opinions entered in the minutes)
on each item on the agenda of general meetings held in the reporting period was included in the
materials for the general meeting of shareholders.
3. The company gave duly authorized shareholders access to the list of persons entitled to participate in the general meeting, as from the date when such list was received by the company, for all
general meetings held in the reporting period.

Full
Partial
None

1.1.4

There were no unjustified difficulties preventing shareholders from
exercising their right to request that a general meeting be convened,
to propose nominees to the company’s governing bodies, and to make
proposals for the agenda of the general meeting.

1. In the reporting period, shareholders had an opportunity to make proposals for the agenda of
the annual general meeting for at least 60 days after the end of the respective calendar year.
2. In the reporting period, the company did not reject any proposals for the agenda or nominees to
the company’s governing bodies due to misprints or other insignificant flaws in the shareholder’s
proposal.

Full
Partial
None

1.1.5

Each shareholder was able to freely exercise his/her voting right in the
simplest and most convenient way.

An internal document (internal policy) of the company contains provisions stipulating that every
participant in the general meeting may, before the end of the respective meeting, request a copy
of the ballot filled out by them and certified by the counting commission.

Full
Partial
None

1.1.6

The procedure for holding a general meeting set by the company provides equal opportunities for all persons attending the meeting to voice
their opinions and ask questions.

1. During general meetings of shareholders held in the reporting period in the form of a meeting
(joint presence of shareholders), sufficient time was allocated for reports on, and discussion of,
the agenda items.
2. Nominees to the company’s governing and control bodies were available to answer shareholders’ questions at the meeting at which their nominations were put to vote.
3. When passing resolutions on preparing and holding general meetings of shareholders, the
board of directors considered using telecommunication means for remote access of shareholders
to general meetings in the reporting period.

Full
Partial
None

1.2

Shareholders are given equal and fair opportunities to share profits of the company in the form of dividends.

1.2.1

The company has developed and put in place a transparent and clear
mechanism to determine the dividend amount and payout procedure.

1. The company has drafted and disclosed a dividend policy approved by the board of directors.
2. If the company’s dividend policy uses reporting figures to determine the dividend amount, then
relevant provisions of the dividend policy take into account the consolidated financial statements.

Full
Partial
None

1.2.2

The company does not resolve to pay out dividends if such payout, while
formally compliant with law, is economically unjustified and may lead to
a false representation of the company’s performance.

The company’s dividend policy clearly identifies financial/economic circumstances under which
the company shall not pay out dividends.

Full
Partial
None

1.2.3

The company does not allow for dividend rights of its existing shareholders to be impaired.

In the reporting period, the company did not take any actions that would lead to the impairment of
the dividend rights of its existing shareholders.

Full
Partial
None
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1.2.4

The company makes every effort to prevent its shareholders profiting
from the company through any means other than dividends and liquidation value.

To prevent its shareholders profiting from the company through any means other than dividends
and liquidation value, the company’s internal documents provide for controls to timely identify
and approve deals with affiliates (associates) of the company’s significant shareholders (persons
entitled to use votes attached to voting shares) where the law does not formally recognize such
deals as interested party transactions.

1.3

The corporate governance framework and practices ensure equal conditions for all shareholders owning the same type (class) of shares, including minority and non-resident shareholders, and their equal treatment by the company.

1.3.1

The company has created conditions for fair treatment of each shareholder by the company’s governing and control bodies, including
conditions that rule out abuse by major shareholders against minority
shareholders.

In the reporting period, procedures for managing potential conflicts of interest among significant
shareholders were efficient, while the board of directors paid due attention to conflicts, if any,
between shareholders.

Full
Partial
None

1.3.2

The company does not take any actions that lead or may lead to artificial redistribution of corporate control.

No quasi-treasury shares were issued or used to vote in the reporting period.

Full
Partial
None

1.4

Shareholders are provided with reliable and efficient means of recording their rights to shares and are able to freely dispose of their shares without any hindrance.

1.4.1

Shareholders are provided with reliable and efficient means of recording their rights to shares and are able to freely dispose of their shares
without any hindrance.

2.1

The board of directors carries out the strategic management of the company, determines key principles of, and approaches to, setting up a corporate risk management and internal control system, oversees the activities of the company’s executive bodies, and performs other key
functions.

2.1.1

The board of directors is responsible for appointing and dismissing
executive bodies, including due to improper performance of their duties. The board of directors also ensures that the company’s executive
bodies act in accordance with the company’s approved development
strategy and core lines of business.

1.The board of directors has the authority stipulated in the articles of association to appoint and
remove members of executive bodies and to set out the terms and conditions of their contracts.
2.The board of directors reviewed the report(s) by the sole executive body or members of the
collegial executive body on the implementation of the company’s strategy.

Full
Partial
None

2.1.2

The board of directors sets key long-term targets for the company, assesses and approves its key performance indicators and key business
goals, as well as the strategy and business plans for the company’s
core lines of business.

At its meetings in the reporting period, the board of directors reviewed strategy implementation
and updates, approval of the company’s financial and business plan (budget), as well as criteria
and performance (including interim) of the company’s strategy and business plans.

Full
Partial
None

2.1.3

The board of directors determines the company’s principles of, and approaches to, setting up a risk management and internal control system.

The board of directors determines the company’s principles of, and approaches to, setting up a
risk management and internal control system.
The board of directors assessed the company’s risk management and internal control system in
the reporting period.

Full
Partial
None

2.1.4

The board of directors determines the company’s policy on remuneration payable to, and/or reimbursement (compensation) of costs
incurred by, directors, executive bodies and other key executives of the
company.

1. The company has developed and put in place a remuneration and reimbursement (compensation) policy (policies), approved by the board of directors, for directors, executive bodies and other
key executives.
2. At its meetings in the reporting period, the board of directors discussed matters related to
such policy (policies).

Full
Partial
None
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2.1.5

The board of directors plays a key role in preventing, identifying, and
resolving internal conflicts between the company’s bodies, shareholders, and employees.

1.The board of directors plays a key role in preventing, identifying, and resolving internal conflicts.
2.The company has set up mechanisms to identify transactions leading to a conflict of interest
and to resolve such conflicts.

Full
Partial
None

2.1.6

The board of directors plays a key role in ensuring that the company is
transparent, timely and fully discloses its information, and provides its
shareholders with unhindered access to the company’s documents.

1. The board of directors approved the company’s regulations on the information policy.
2. The company designated persons responsible for implementing the information policy.

Full
Partial
None

2.1.7

The board of directors controls the company’s corporate governance
practices and plays a key role in its significant corporate events.

In the reporting period, the board of directors reviewed the company’s corporate governance
practices.

Full
Partial
None

2.2

The board of directors is accountable to the company’s shareholders.

2.2.1

Performance of the board of directors is disclosed and made available
to the shareholders.

1. The company’s annual report for the reporting period includes the information on individual
attendance at board of directors and committee meetings.
2. The annual report contains key results of the board of directors’ performance assessment in
the reporting period.

Full
Partial
None

2.2.2

The chairman of the board of directors is available to communicate with
the company’s shareholders.

The company has in place a transparent procedure enabling its shareholders to forward questions and express their positions on such questions to the chairman of the board of directors.

Full
Partial
None

2.3

The board of directors manages the company in an efficient and professional manner and is capable of making fair and independent judgements and adopting resolutions in the best interests of the company and its shareholders.

2.3.1

Only persons of impeccable business and personal reputation who have
the knowledge, expertise, and experience required to make decisions
within the authority of the board of directors and essential to performing its functions in an efficient way are elected to the board of directors.

1. The procedure for assessing the board of directors’ performance established in the company
includes, inter alia, assessment of directors’ professional qualifications.
2. In the reporting period, the board of directors (or its nomination committee) assessed nominees to the board of directors for required experience, expertise, business reputation, absence of
conflicts of interest, etc.

Full
Partial
None

2.3.2

The company’s directors are elected via a transparent procedure that
enables shareholders to obtain information on nominees sufficient to
judge on their personal and professional qualities.

Whenever throughout the reporting period the agenda of the general meeting of shareholders
included election of the board of directors, the company provided to shareholders the biographical details of all nominees to the board of directors, the results of their assessment carried out by
the board of directors (or its nomination committee), and the information on whether the nominee
meets the independence criteria set forth in Recommendations 102–107 of the Code, as well as
the nominees’ written consent to be elected to the board of directors.

Full
Partial
None

2.3.3

The board of directors has a balanced membership, including in terms
of directors’ qualifications, experience, expertise and business skills,
and has the trust of shareholders.

As part of the board of directors’ performance assessment run in the reporting period, the board
of directors reviewed its requirements to professional qualifications, experience, and business
skills.

Full
Partial
None

2.3.4

The company has a sufficient number of directors to organize the board
of directors’ activities in the most efficient way, including the ability to
set up committees of the board of directors and enable the company’s
substantial minority shareholders to elect a nominee to the board of
directors for whom they vote.

As part of the board of directors’ performance assessment run in the reporting period, the board
of directors considered whether the number of directors met the company’s needs and shareholders’ interests.

Full
Partial
None
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2.4

The board of directors includes a sufficient number of independent directors.

2.4.1

An independent director is a person who is sufficiently professional,
experienced, and independent to develop his/her own position, and capable of making unbiased judgements in good faith, free of influence by
the company’s executive bodies, individual groups of shareholders, or
other stakeholders. It should be noted that a nominee (elected director)
who is related to the company, its significant shareholder, significant
counterparty or competitor, or is related to the government, may not be
considered as independent under normal circumstances.

In the reporting period, all independent directors met all independence criteria set out in Recommendations 102–107 of the Code or were deemed independent by resolution of the board of
directors.

Full
Partial
None

2.4.2

The company assesses compliance of nominees to the board of directors and reviews compliance of independent directors with independence criteria on a regular basis. In such assessment, substance should
prevail over form.

1. In the reporting period, the board of directors (or its nomination committee) made a judgement on the independence of each nominee to the board of directors and provided its opinion to
shareholders.
2. In the reporting period, the board of directors (or its nomination committee) reviewed, at least
once, the independence of incumbent directors listed by the company as independent directors in
its annual report.
3. The company has in place procedures defining the actions to be taken by directors if they cease
to be independent, including the obligation to timely notify the board of directors thereof.

Full
Partial
None

2.4.3

Independent directors make up at least one third of elected directors.

Independent directors make up at least one third of directors.

Full
Partial
None

2.4.4

Independent directors play a key role in preventing internal conflicts
in the company and in ensuring that the company performs material
corporate actions.

Independent directors (who do not have a conflict of interest) run a preliminary assessment of
material corporate actions implying a potential conflict of interest and submit the results to the
board of directors.

Full
Partial
None

Company at a Glance

Strategic Report

Shareholder Information

Compliance criteria

Corporate Governance Report

Sustainable Development Report

Compliance status

Appendices

Reasons for non-compliance

CORPORATE GOVERNANCE CODE
COMPLIANCE REPORT

154

No.

Corporate governance principles

Compliance criteria

2.5

The chairman of the board of directors ensures that the board of directors discharges its duties in the most efficient way.

2.5.1

The board of directors is chaired by an independent director, or a senior
independent director is chosen from among the elected independent
directors to coordinate the activities of independent directors and enable the interaction with the chairman of the board of directors.

Compliance status

1. The board of directors is chaired by an independent director, or a senior independent director is
chosen from among the independent directors.
2. The role, rights, and duties of the chairman of the board of directors (and, if applicable, of the
senior independent director) are duly set out in the company’s internal documents.

Full
Partial
None

Reasons for non-compliance

The Chairman of PAO TMK’s Board of Directors is a
non-executive director. The Company believes that this
inconsistency with the Code’s recommendations is
favorable for the Company since the Chairman is also the
Company’s ultimate beneficiary.
The Company is aware that election of a senior independent director is good international practice; however,
international practice is largely based on a diffused
ownership model, which is not typical of TMK.
The Board of Directors considers the existing governance
framework to be efficient; the members of the Board of
Directors actively participate in meetings discussing all
agenda items.
Potential risks arising from non-compliance with this
recommendation of the Code are mitigated through the
practice of electing to the Board of Directors a sufficient
number of independent directors (five directors out of
eleven) with an impeccable reputation in the investment
and business community.
When considering its composition in the reporting year,
the Board of Directors assumed that there was no need
to elect a senior independent director since independent
directors are included in the Board of Directors and each
independent director is free to express his/her opinion
and vote on agenda items.
2. Full compliance.

2.5.2

The chairman of the board of directors maintains a constructive environment at meetings, enables free discussion of agenda items, and supervises the execution of resolutions passed by the board of directors.

Performance of the chairman of the board of directors was assessed as part of the board of
directors’ performance assessment in the reporting period.

Full
Partial
None

2.5.3

The chairman of the board of directors takes all steps necessary for the
timely provision to directors of information required to pass resolutions
on agenda items.

The company’s internal documents set out the duty of the chairman of the board of directors to
take all steps necessary for the timely provision to directors of materials regarding items on the
agenda of a board meeting.

Full
Partial
None

2.6

Directors act reasonably and in good faith in the best interests of the company and its shareholders, on a fully informed basis and with due care and diligence.

2.6.1

Directors pass resolutions on a fully informed basis, with no conflict of
interest, subject to equal treatment of the company’s shareholders, and
assuming normal business risks.
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2.6.2

The rights and duties of directors are clearly stated and incorporated in
the company’s internal documents.

The company has adopted and published an internal document that clearly defines the rights and
duties of directors.

Full
Partial
None

2.6.3

Directors have sufficient time to perform their duties.

1. Individual attendance at board and committee meetings, as well as time devoted to preparation
for attending meetings, was recorded as part of the procedure for assessing the board of directors in the reporting period.
2. In accordance with the company’s internal documents, directors should notify the board of
directors of their intentions to be elected to governing bodies of other entities (apart from the
entities controlled by, or affiliated to, the company), and of their election to such bodies.

Full
Partial
None

2.6.4

All directors have equal access to the company’s documents and information. Newly elected members of the board of directors are furnished
with sufficient information about the company and the board of directors’ performance as soon as possible.

1. In accordance with the company’s internal documents, directors are entitled to access documents and make queries regarding on the company and its controlled entities, while executive
bodies of the company should furnish all relevant information and documents.
2. The company has in place a formalized induction program for newly elected members of the
board of directors.

Full
Partial
None

2.7

Meetings of the board of directors, preparation for such meetings and participation of members of the board of directors ensure efficient performance by the board of directors.

2.7.1

Meetings of the board of directors are held as needed, taking into account the scale of operations and goals of the company at a particular
time.

The board of directors held at least six meetings in the reporting year.

Full
Partial
None

2.7.2

The company’s internal regulations formalize a procedure for arranging
and holding meetings of the board of directors, enabling members of
the board of directors to properly prepare for such meetings.

The company has an approved internal document that describes the procedure for arranging
and holding meetings of the board of directors and stipulates, in particular, that the notice of the
meeting is to be given, as a rule, at least five days prior to such meeting.

Full
Partial
None

2.7.3

The format of the meeting of the board of directors is determined taking into account the importance of its agenda items. The most important matters are dealt with at meetings of the board of directors held in
person.

The company’s articles of association or internal document provide for the most important matters (as per the list set out in Recommendation 168 of the Code) to be passed at meetings of the
board of directors held in person.

Full
Partial
None

2.7.4

Resolutions on most important matters relating to the company’s operations are passed at a meeting of the board of directors by a qualified
majority or by a majority of all elected directors.

The company’s articles of association provide for resolutions on the most important matters set
out in Recommendation 170 of the Code to be passed at a meeting of the board of directors by a
qualified majority of at least three quarters or by a majority of all elected directors.

Full
Partial
None
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2.8

The board of directors sets up committees for preliminary consideration of the most important matters related to the company’s operations.

2.8.1

An audit committee comprised of independent directors was set up
to preview matters related to controlling the company’s financial and
business activities.

1. The board of directors set up an audit committee comprised solely of independent directors.
2. The company’s internal documents set out the tasks of the audit committee, including those
listed in Recommendation 172 of the Code.
3. At least one member of the audit committee represented by an independent director has
experience and knowledge of preparing, analyzing, assessing, and auditing accounting (financial)
statements.
4. In the reporting period, meetings of the audit committee were held at least once a quarter.

Full
Partial
None

Reasons for non-compliance

1. Along with independent directors, the Audit Committee
includes one non-executive director. The Chairman of the Audit
Committee is an independent director. The Board of Directors
discussed exclusive Committee membership of independent
directors and acknowledged the Company’s practice to be justified since it strikes the optimal balance of directors’ roles and
ensures sufficient time to perform their duties, as well as provides for the membership of directors whose qualifications and
experience allow to make professional judgements on industry
trends and the Company’s operations. All Committee members
comply with the recommendations of the Russian Corporate
Governance Code for competencies in reporting review and assessment. The Board of Directors also pays attention to regular
re-election of Committees, the age balance of their members,
and ensuring continuity of their functions.
2–4. Full compliance.

2.8.2

To preview matters related to adopting an efficient and transparent remuneration scheme, a remuneration committee was set up, comprised
of independent directors and headed by an independent director who is
not the chairman of the board of directors.

1. The board of directors set up a remuneration committee comprised solely of independent
directors.
2. The remuneration committee is headed by an independent director who is not the chairman of
the board of directors.
3. The company’s internal documents set out the tasks of the remuneration committee, including
those listed in Recommendation 180 of the Code.

Full
Partial
None

1. The Nomination and Remuneration Committee combines the functions of a remuneration committee and a
nomination (HR, appointments) committee.
The Chairman of the Committee is an independent director.
Along with independent directors, the Committee includes
one non-executive director.
The reasons for such inconsistency with the Code’s recommendation set out in paragraph 2.8.2, subparagraph 1,
are stated in the note to paragraph 2.8.1.
2–3. Full compliance.

2.8.3

To preview matters related to talent management (succession planning), professional composition and efficiency of the board of directors,
a nomination (appointments, HR) committee was set up, predominantly
comprised of independent directors.
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2.8.4

Taking into account the company’s scope of business and level of
risks, the company’s board of directors made sure that the composition of its committees is in line with the company’s business goals.
Additional committees were either set up or not deemed necessary (strategy committee, corporate governance committee, ethics
committee, risk management committee, budget committee, health,
safety and environment committee, etc.).

In the reporting period, the company’s board of directors considered whether the composition of
its committees was in line with the board’s tasks and the company’s business goals. Additional
committees were either set up or not deemed necessary.

Full
Partial
None

2.8.5

Committees are composed so as to enable comprehensive discussions
of matters under preview, taking into account the diversity of opinions.

1. Committees of the board of directors are headed by independent directors.
2. The company’s internal documents (policies) include provisions stipulating that persons who
are not members of the audit committee, the nomination committee, and the remuneration
committee may attend committee meetings only by invitation of the chairman of the respective
committee.

Full
Partial
None

2.8.6

Committee chairmen inform the board of directors and its chairman on
the performance of their committees on a regular basis.

In the reporting period, committee chairmen reported to the board of directors on the performance of committees on a regular basis.

Full
Partial
None

2.9

The board of directors ensures performance assessment of the board of directors, its committees, and members of the board of directors.

2.9.1

The board of directors’ performance assessment is aimed at determining the efficiency of the board of directors, its committees and members, consistency of their work with the company’s growth requirements, as well as at bolstering the work of the board of directors and
identifying areas for improvement.

1. Self-assessment or external assessment of the board of directors’ performance carried out in
the reporting period included performance assessment of committees, individual directors and
the board of directors in general.
2. Results of self-assessment or external assessment of the board of directors’ performance
carried out in the reporting period were reviewed at the meeting of the board of directors held in
person.

Full
Partial
None

2.9.2

Performance of the board of directors, its committees and members is
assessed regularly at least once a year. An external advisor is engaged
at least once in three years to conduct an independent assessment of
the board of directors’ performance.

The company engaged an external advisor to conduct an independent assessment of the board of
directors’ performance at least once over the last three reporting periods.

Full
Partial
None

3.1

The company’s corporate secretary ensures efficient ongoing interaction with shareholders, coordinates the company’s efforts to protect shareholder rights and interests and support efficient performance of the board of directors.

3.1.1

The corporate secretary has the expertise, experience, and qualifications sufficient to perform his/her duties, as well as an impeccable
reputation and the trust of shareholders.

1. The company has adopted and published an internal document – regulations on the corporate
secretary.
2. The biographical data of the corporate secretary are published on the corporate website and in
the company’s annual report with the same level of detail as for members of the board of directors and the company’s executives.

Full
Partial
None

3.1.2

The corporate secretary is sufficiently independent of the company’s
executive bodies and has the powers and resources required to perform
his/her tasks.

The board of directors approves the appointment, dismissal and additional remuneration of the
corporate secretary.

Full
Partial
None
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4.1

Remuneration payable by the company is sufficient to attract, motivate and retain people with competencies and qualifications required by the company. Remuneration payable to directors, executive bodies and other key executives of the company is in compliance with the approved
remuneration policy of the company.

4.1.1

The amount of remuneration paid by the company to directors, executive bodies, and other key executives creates sufficient incentives
for them to work efficiently while enabling the company to engage
and retain competent and qualified specialists. At the same time, the
company avoids unnecessarily high remuneration, as well as unjustifiably large gaps between remunerations of the above persons and the
company’s employees.

The company has in place an internal document (internal documents) – the policy (policies) on
remuneration of directors, executive bodies and other key executives, which clearly defines the
approaches to remuneration of the above persons.

Full
Partial
None

4.1.2

The company’s remuneration policy is devised by the remuneration
committee and approved by the board of directors. The board of directors, assisted by the remuneration committee, ensures control over the
introduction and implementation of the company’s remuneration policy,
revising and amending it as required.

In the reporting period, the remuneration committee considered the remuneration policy (policies) and its (their) introduction practices to provide relevant recommendations to the board of
directors as required.

Full
Partial
None

4.1.3

The company’s remuneration policy includes transparent mechanisms
for determining the amount of remuneration due to directors, executive
bodies and other key executives of the company, and regulates all types
of expenses, benefits and privileges provided to such persons.

The company’s remuneration policy (policies) includes (include) transparent mechanisms for determining the amount of remuneration due to directors, executive bodies and other key executives
of the company, and regulates (regulate) all types of expenses, benefits and privileges provided to
such persons.

Full
Partial
None

4.1.4

The company determines a policy on reimbursement (compensation)
of expenses detailing a list of reimbursable expenses and specifying
service levels that directors, executive bodies and other key executives
of the company may claim. Such policy can make part of the company’s
remuneration policy.

The remuneration policies (policy) or other internal documents of the company define (defines)
the rules for reimbursement of expenses incurred by directors, executive bodies and other key
executives of the company.

Full
Partial
None

4.2

Remuneration system for directors ensures alignment of financial interests of directors with long-term financial interests of shareholders.

4.2.1

The company pays fixed annual remuneration to its directors. The
company does not pay remuneration for attending particular meetings
of the board of directors or its committees.
The company does not apply any form of short-term motivation or additional financial incentive for its directors.

Fixed annual remuneration was the only form of monetary remuneration payable to directors for
their service on the board of directors during the reporting period.

Full
Partial
None

4.2.2

Long-term ownership of the company shares helps align the financial
interests of directors with long-term interests of shareholders to the
utmost. At the same time, the company does not link the right to dispose of shares to performance targets, and directors do not participate
in stock option plans.

If the company’s internal document(s) – the remuneration policy (policies) stipulates (stipulate)
provision of the company shares to members of the board of directors, clear rules for share
ownership by board members shall be defined and disclosed, aimed at stimulating long-term
ownership of such shares.

Full
Partial
None

4.2.3

The company does not provide for any extra payments or compensations in the event of early termination of directors’ tenure resulting
from the change of control or any other reasons.

The company does not provide for any extra payments or compensations in the event of early
termination of directors’ tenure resulting from the change of control or any other reasons.

Full
Partial
None
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4.3

The company considers its performance and the personal contribution of each executive to the achievement of such performance when determining the amount of a fee payable to members of executive bodies and other key executives of the company.

4.3.1

Remuneration due to members of executive bodies and other key executives of the company is determined in a manner providing for reasonable and justified ratio of the fixed and variable parts of remuneration,
depending on the company’s results and the employee’s personal
contribution.

1. In the reporting period, annual performance targets approved by the board of directors were
used to determine the amount of the variable part of remuneration due to members of executive
bodies and other key executives of the company.
2. During the latest assessment of the remuneration system for members of executive bodies and
other key executives of the company, the board of directors (remuneration committee) made sure
that the company applies efficient ratio of the fixed and variable parts of remuneration.
3. The company has in place a procedure that guarantees return to the company of bonus payments illegally received by members of executive bodies and other key executives of the company.

Full
Partial
None

4.3.2

The company has in place a long-term incentive programme for members of executive bodies and other key executives of the company with
the use of company shares (options and other derivative instruments
where company shares are the underlying asset).

1. The company has in place a long-term incentive programme for members of executive bodies
and other key executives of the company with the use of company shares (financial instruments
based on company shares).
2. The long-term incentive programme for members of executive bodies and other key executives of the company implies that the right to dispose of shares and other financial instruments
used in this program takes effect at least three years after such shares or other financial
instruments are granted. The right to dispose of such shares or other financial instruments is
linked to the company’s performance targets.

Full
Partial
None

4.3.3

The compensation (golden parachute) payable by the company in case
of early termination of powers of members of executive bodies or key
executives at the company’s initiative, provided that there have been no
actions in bad faith on their part, does not exceed the double amount of
the fixed part of their annual remuneration.

In the reporting period, the compensation (golden parachute) payable by the company in case of
early termination of the powers of executive bodies or key executives at the company’s initiative,
provided that there have been no actions in bad faith on their part, did not exceed the double
amount of the fixed part of their annual remuneration.

Full
Partial
None

5.1

The company has in place an effective risk management and internal control system providing reasonable assurance in the achievement of the company’s goals.

5.1.1

The company’s board of directors determined the principles of, and approaches to, setting up a risk management and internal control system
at the company.

Functions of different governing bodies and business units of the company in the risk management and internal control system are clearly defined in the company’s internal documents/relevant policy approved by the board of directors.

Full
Partial
None

5.1.2

The company’s executive bodies ensure establishment and continuous
operation of an efficient risk management and internal control system
at the company.

The company’s executive bodies ensured the distribution of functions and powers related to risk
management and internal control between the heads (managers) of business units and departments accountable to them.

Full
Partial
None

5.1.3

The company’s risk management and internal control system ensures
an objective, fair and clear view of the current state and future prospects of the company, the integrity and transparency of the company’s
reporting, as well as reasonable and acceptable risk exposure.

1. The company has in place an approved anti-corruption policy.
2. The company established an accessible method of notifying the board of directors or the
board’s audit committee of breaches or any violations of the law, the company’s internal procedures and code of ethics.

Full
Partial
None

5.1.4

The company’s board of directors takes necessary measures to make
sure that the company’s risk management and internal control system
is consistent with the principles of, and approaches to, its setup and
efficient functioning determined by the board of directors.

In the reporting period, the board of directors or the board’s audit committee assessed the
performance of the company’s risk management and internal control system. Key results of this
assessment are included in the company’s annual report.

Full
Partial
None
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In 2018, the Board of Directors approved the Long-Term
Top Management Incentive Programme.
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5.2

The company performs internal audits for regular independent assessment of the reliability and efficiency of its risk management and internal control system, as well as corporate governance practice.

5.2.1

The company has set up a separate business unit or engaged an
independent external organization to carry out internal audits. Functional and administrative reporting lines of the internal audit unit are
delineated. The internal audit unit functionally reports to the board of
directors.

To perform internal audits, the company has set up a separate business unit – internal audit
division, functionally reporting to the board of directors or to the audit committee, or engaged an
independent external organization with the same line of reporting.

Full
Partial
None

5.2.2

The internal audit division assesses the performance of the internal
control system, risk management system and corporate governance
framework. The company applies generally accepted standards of
internal audit.

1. In the reporting period, the performance of the internal control and risk management system
was assessed as part of the internal audit procedure.
2. The company applies generally accepted approaches to internal control and risk management.

Full
Partial
None

6.1

The company and its operations are transparent for its shareholders, investors and other stakeholders.

6.1.1

The company has developed and implemented an information
policy ensuring efficient exchange of information by the company,
its shareholders, investors, and other stakeholders.

1. The company’s board of directors approved an information policy developed in accordance with
the Code’s recommendations.
2. The board of directors (or one of its committees) considered the matters related to the company’s compliance with its information policy at least once in the reporting period.

Full
Partial
None

The revised Information Policy of the Company was approved in 2018 and is fully in line with the Code’s recommendations.

6.1.2

The company discloses information on its corporate governance system
and practices, including detailed information on compliance with the
principles and recommendations of the Code.

1. The company discloses information on its corporate governance system and general principles
of corporate governance, including disclosure on its website.
2. The company discloses information on the composition of its executive bodies and board of
directors, independence of directors and their membership in the board of directors’ committees
(as defined by the Code).
3. If the company has a controlling person, the company publishes a memorandum of the controlling person setting out this person’s plans for the company’s corporate governance.

Full
Partial
None

1–2. Full compliance.

6.2

The company makes timely disclosures of complete, updated and reliable information to allow shareholders and investors to make informed decisions.

6.2.1

The company discloses information based on the principles of regularity, consistency and promptness, as well as availability, reliability,
completeness and comparability of disclosed data.

Company at a Glance

Strategic Report

Shareholder Information

1. The company’s information policy sets out the approaches to, and criteria for, identifying
information that can have a material impact on the company’s evaluation and the price of its
securities, as well as procedures ensuring timely disclosure of such information.
2. If company securities are traded on foreign organized markets, the company ensured concerted and equivalent disclosure of material information in the Russian Federation and in the
said markets in the reporting year.
3. If foreign shareholders hold a material portion of the company shares, the relevant information was disclosed in the reporting period both in the Russian language and one of the most
widely used foreign languages.
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3. The information on the ultimate beneficiary, the Company’s controlling person, is disclosed on the corporate website in quarterly issuer reports and in this Annual Report.
The Company’s controlling person is simultaneously the
Chairman of the Board of Directors; his plans for the most
significant aspects of the Company’s corporate governance
are reflected in internal documents and in other information
(including material facts on decisions made by governing
bodies) disclosed on the Company’s website.

Full
Partial
None
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6.2.2

The company avoids a formalistic approach to information disclosure
and discloses material information on its operations, even if disclosure
of such information is not required by law.

In the reporting period, the company disclosed annual and 6M financial statements prepared
under the IFRS. The company’s annual report for the reporting period included annual financial
statements prepared under the IFRS, along with the auditor’s report.
The company discloses complete information on its capital structure, as stated in Recommendation 290 of the Code, in its annual report and on the corporate website.

Full
Partial
None

6.2.3

The company’s annual report, as one of the most important tools of
its information exchange with shareholders and other stakeholders,
contains information enabling assessment of the company’s annual
performance results.

1. The company’s annual report contains information on the key aspects of its operational and
financial performance.
2. The company’s annual report contains information on the environmental and social aspects of
the company’s operations.

Full
Partial
None

6.3

The company provides information and documents requested by its shareholders in accordance with the principles of fairness and ease of access.

6.3.1

The company provides information and documents requested by its
shareholders in accordance with the principles of fairness and ease of
access.

The company’s information policy establishes the procedure for providing shareholders with
easy access to information, including information on legal entities controlled by the company, as
requested by shareholders.

Full
Partial
None

6.3.2

When providing information to shareholders, the company ensures
reasonable balance between the interests of particular shareholders and its own interests consisting in preserving the confidentiality
of important commercial information which may materially affect its
competitive edge.

1. In the reporting period, the company did not refuse shareholders’ requests for information, or
such refusals were justified.
2. In cases defined by the information policy, shareholders are warned of the confidential nature
of the information and undertake to maintain its confidentiality.

Full
Partial
None
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The Company adheres to this recommendation of the
Code both in form and in substance: in particular, the
Company makes an additional disclosure of its IFRS
statements on a quarterly basis. This Annual Report
has been prepared in accordance with the Code recommendations on additional disclosures to be made
in the Annual Report (paragraph 293) and, in particular, contains analysis of key metrics presented in the
Company’s consolidated financial statements for 2019
(MD&A). The IFRS statements for 2019 and the auditor’s report are disclosed in the English and Russian
languages on the issuer’s website, Interfax information
disclosure website and referred to in this Annual Report. Thus, investors have equal and easy access to the
IFRS statements.
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7.1

Actions that materially affect or may affect the company’s share capital structure and financial position and accordingly the position of its shareholders (“material corporate actions”) are taken on fair terms ensuring that the rights and interests of shareholders and other stakeholders are observed.

7.1.1

Material corporate actions include company reorganization, acquisition of 30%
or more of the company’s voting shares (takeover), execution by the company
of significant transactions, increase or decrease of the company’s authorized
capital, listing or de-listing of company shares, as well as other actions which
may lead to material changes in the rights of shareholders or violation of their
interests. The company’s articles of association provides for a list (criteria) of
transactions or other actions classified as material corporate actions within
the authority of the company’s board of directors.

1. The company’s articles of association include a list of transactions or other actions classified
as material corporate actions, and their identification criteria. Resolutions on material corporate
actions are referred to the authority of the board of directors. When execution of such corporate
actions is expressly referred by law to the authority of the general meeting of shareholders, the
board of directors presents relevant recommendations to shareholders.
2. According to the company’s articles of association, material corporate actions include at least:
company reorganization, acquisition of 30% or more of the company’s voting shares (takeover),
execution by the company of significant transactions, increase or decrease of the company’s
authorized capital, listing or de-listing of company shares.

Full
Partial
None

7.1.2

The board of directors plays a key role in passing resolutions or making
recommendations on material corporate actions, relying on the opinions of the company’s independent directors.

The company has in place a procedure enabling independent directors to express their opinions
on material corporate actions prior to approval thereof.

Full
Partial
None

7.1.3

When taking material corporate actions affecting the rights and legitimate
interests of shareholders, equal terms and conditions are guaranteed for all
shareholders; if the statutory procedure designed to protect shareholders’
rights proves insufficient, additional measures are taken to protect their rights
and legitimate interests. In doing so, the company is guided by the corporate
governance principles set forth in the Code, as well as by formal statutory
requirements.

1. Due to the specifics of the company’s operations, the company’s articles of association contain
less stringent criteria for material corporate actions than required by law.
2. All material corporate actions in the reporting period were duly approved before they were
taken.

Full
Partial
None

7.2

The company takes material corporate actions in such a way as to ensure that shareholders timely receive complete information about such actions, allowing them to influence such actions and guaranteeing adequate protection of their rights when taking such actions.

7.2.1

Information about material corporate actions is disclosed with explanations of the grounds, circumstances and consequences.
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In the reporting period, the company disclosed information about its material corporate actions in
due time and in detail, including the grounds for, and timelines of, such actions.
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None
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7.2.2

Rules and procedures related to material corporate actions taken by
the company are set out in the company’s internal documents.

1. The company’s internal documents set out a procedure for engaging an independent appraiser
to estimate the value of assets either disposed of or acquired in a major transaction or an interested party transaction.
2. The company’s internal documents set out a procedure for engaging an independent appraiser
to estimate the value of shares acquired and bought back by the company.
3. The company’s internal documents provide for an expanded list of grounds on which the company’s directors and other persons as per the applicable law are deemed to be interested parties
to the company’s transactions.

Full
Partial
None

Reasons for non-compliance
1. The Company’s internal documents do not provide for
a procedure for engaging an independent appraiser to
estimate the value of the assets either disposed of or
acquired in a major transaction or an interested party
transaction. The value of the assets is controlled by the
Board of Directors within the scope of its authority. The
Board of Directors includes independent directors the
number of which is sufficient for exercising control over
the fair value of the assets disposed of or acquired.
In accordance with the Company’s Articles of Association,
any transactions associated with acquisition, alienation,
pledge, leasing, or other disposal of immovable property are subject to approval by the Company’s Board of
Directors.
The Company does not intend to review its approach to
this matter in the near future.
2. The Company’s internal documents do not provide for
engagement of an independent appraiser to estimate
the value of the shares acquired and bought back by the
Company as Company shares are traded on the highest
quotation list of the exchange, have sufficient liquidity,
and therefore, the Company has fair knowledge of their
value.
The Company does not intend to review its approach to
this matter in the near future.
3. The Company’s internal documents do not provide
for an expanded list of grounds on which the Company’s
directors and other persons as per the applicable law
are deemed to be interested parties to the company’s
transactions.
Pursuant to the Company’s Regulations on the Board
of Directors, members of the Board of Directors are to
refrain from actions that will or may result in a conflict
between their interests and those of the Company, and
should such a conflict arise, they should promptly disclose to the Company any relevant information.
Analysis of implementation of the Regulations set forth
above confirms its efficiency and reasonable sufficiency,
so the Company does not intend to introduce additional
interested party criteria in the near future.
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CONSOLIDATED
FINANCIAL STATEMENTS FOR 12 MONTHS 2019

THE CONSOLIDATED FINANCIAL STATEMENTS OF PAO TMK AND ITS SUBSIDIARIES ARE
PUBLISHED ON THE COMPANY’S WEBSITE AT
https://www.tmk-group.com/Financial_results (Financial Results section)
https://www.tmk-group.ru/media_en/texts/34/TMK_FS_311219_eng.pdf
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MANAGEMENT DISCUSSION AND ANALYSIS

The following review of our financial position and results of
operations is based on, and should be read in conjunction
with, our consolidated financial statements and related
notes for the year ended 31 December 2019.

EXECUTIVE OVERVIEW
We are one of the world’s leading producers
of steel pipes for the oil and gas industry, a
global company with extensive network of
production facilities, sales companies and
representative offices.

Certain information, including our forecasts and strategy,
contains forward-looking statements and is subject to
risks and uncertainties, domestically and internationally.
In assessing these forward-looking statements, readers
should consider various risk factors as the company’s
actual results may differ materially from the expected
results discussed in this report.

The principal activities of our company are the
production and distribution of seamless and
welded pipes, including pipes with the entire
range of premium connections backed by
extensive technical support.

Rounding

Our plants produce almost the entire range of
existing pipes used in the oil-and-gas sector,
the chemical and petrochemical industries,
energy and machine-building, construction

Certain monetary amounts, percentages and other
figures included in this reportare subject to rounding
adjustments. On occasion, therefore, amounts shown
in tables may not be the arithmetic accumulation of the
figures that precede them, and figures expressed as
percentages in the text and in tables may not total 100
percent. Changes for periods between monetary amounts
are calculated based on the amounts in thousands of U.S.
dollars stated in our consolidated financial statements,
and then rounded to the nearest million or percent.

and municipal housing, shipbuilding, aviation
and aerospace, and agriculture.
We created an up-to date technological
complex based on advanced scientific
research, manufacturing high-quality
competitive products.
Our operations are geographically diversified
with manufacturing facilities in Russia,
the United States, Canada, Romania and
Kazakhstan. We operate R&D centers in Russia
and the U.S. Our global market presence is
supported by a wide distribution network. In
2019, we delivered 61% of our tubular products
to our customers located in Russia and 16% in
North America. We estimate our share on global
market of seamless OCTG at around 15%.

We are the largest exporter of pipes in Russia.
Exports of pipes produced by our Russian plants
accounted for 21% of our total sales in 2019.
In 2019, we sold 3,828 thousand tonnes of
steel pipes. Seamless pipes comprised 69%
of our sales volumes. Sales of seamless and
welded OCTG reached 1,764 thousand tonnes,
a 9% year-on-year increase, sales of LDP
were up by 54% year-on-year to 468 thousand
tonnes.
In 2019, our total consolidated revenue
decreased by 7% to $4,767 million as
compared to 2018. Adjusted EBITDA* was
$688 million as compared to $700 million in
the previous year. Adjusted EBITDA margin
was almost flat as compared to 2018 at 14%.

Adjusted EBITDA – See “Selected financial data”.

*
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MARKET CONDITIONS FOR 2019
The Russian pipe market declined by 1%
year-on-year, due to lower demand for line
pipe, which was almost fully compensated
by slightly higher demand for industrial pipe
and stable demand for OCTG pipe, supported
by the increasing complexity of hydrocarbon
production projects in Russia and a higher
share of horizontal drilling (up from 48% in
2018 to 53% in 2019).

BUSINESS STRUCTURE
Our operating segments reflect TMK’s
management structure and the way financial
information is regularly reviewed. For
management purposes, TMK is organised
into business divisions based on geographical
location and has three reporting segments:
ǩ5XVVLDQGLYLVLRQmanufacturing facilities
located in the Russian Federation and
Kazakhstan, and oilfield service companies
and trading companies in Russia,
Kazakhstan, Switzerland and the United Arab
Emirates. The Russian division is engaged
in the production and supply of seamless
and welded pipe, premium products and the

In the U.S., the OCTG market saw a slowdown
in demand, impacted by oil price volatility and
a weakening in drilling activity.
In 2019, European pipe producers saw
some slowdown in demand compared
to the previous year from the key pipeconsuming industries, mainly due to a
challenging economic environment, which
was accompanied by a permanent pressure
on pipe prices.
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provision of related services to oil and gas
companies;
ǩ$PHULFDQGLYLVLRQmanufacturing facilities
and trading companies located in the United
States and Canada. The American division
is engaged in the production and supply
of seamless and welded pipe, premium
products and the provision of related
services to oil and gas companies;
ǩ(XURSHDQGLYLVLRQ manufacturing
facilities located in Romania and trading
companies located in Italy and Germany.
The European division is engaged in
the production and supply of seamless
pipeand steelbillets.
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KEY EVENTS
In March, SinTZ for the first time produced casing
pipes with TMK UP Centum premium threaded
connection made from Q125 steel grade. The first
batch was shipped to Gazpromneft subsidiary.
In May, we signed a Memorandum of
Understanding with National Petroleum Company
of Congo (Société Nationale des Pétroles du
Congo, SNPC). The Memorandum solidifies the
parties’ intention to jointly plan and develop an oil
products pipeline on the territory of the Republic
of the Congo with the support of both countries’
governments.
In June, we signed a Strategic Partnership and
Cooperation Agreement with NOVATEK. The
agreement outlines key policies and approaches for
supplying TMK’s premium casing and tubing pipe
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to NOVATEK. The agreement introduces formulabased pricing to promote efficient production and
ensure timely and reliable supplies, and will remain
effective until the end of 2023.
On June 28, the general shareholders’ meeting
approved dividends in respect of the first quarter
2019 in the amount of 2,634 billion Roubles ($42
million at the exchange rate at the date of approval)
or 2.55 Roubles per share ($0.04 per share).
In October, we shipped a second batch of casing
pipes with TMK UP PF premium threaded
connection to Sakhalin Energy Investment
Company ltd for Sakhalin-2 project. The pipe
string was successfully lowered into the well in
the Sea of Okhotsk under TMK supervision. The
order was completed in the frame of the long-term
agreement for premium tubular products, signed
in 2017.
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In October, we signed a memorandum with Saudi
Aramco for cooperation development in the
upcoming projects.
In November, we signed an agreement with
Prommashkomplekt, located in Kazakhstan, for
billets supplies. Our sales will amount up to 65
thousand tonnes annually. The agreement will be in
effect until 2022.
In January 2020, we closed the sale of 100%
IPSCO Tubulars Inc. shares to Tenaris. As a result
of the deal the parties entered into a 6-year
agreement whereby, beginning on January 2,
2020, Tenaris will be the exclusive distributor of
TMK’s OCTG and line pipe products in the United
States and Canada.
In connection with the deal, S&P raised our longterm credit rating from «В+» to «BB-» with Stable
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outlook. Moody’s changed outlook from Stable to
Positivea nd confirmed credit rating at B1.
In January 2020, we commissioned a heat
treatment line at STZ. The new facility provides
heat treatment for 168–370 mm diameter pipes
with 6,4–40 mm pipe walls. The total amount
of investments was 5.5 billion Roubles, 110
of new jobs were created. New line allows to
produce premuim tubular products for fields
with hard to extract reserves and for wells
with agressive environment and extreme North
conditions.
In February 2020, we have closed a $500 million
7-year Eurobond issue with a coupon of 4.30%. The
proceeds from the Eurobond offering will be used
to refinance $500 million Eurobond maturing in
April 2020.
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YEAR ENDED 31 DECEMBER 2019 RESULTS

2019
RESULTS OF OPERATIONS

2018

in million dollars

In 2019, our sales volumes slightly decreased,
weaker results of the American division were
almost fully compensated by higher results of
the Russian division.

Change
in million dollars

Sales volume (in thousand tonnes)

3,828

3,989

(161)

Revenue

4,767

5,099

(332)

Cost of sales

(3,808)

(4,183)

375

GROSS PROFIT

959

916

43

GROSS PROFIT MARGIN

20%

18%

Net operating expenses*

(556)

(517)

(39)

Impairment of assets

(99)

(17)

(82)

Foreign exchange gain/(loss), net

32

(72)

104

Finance costs, net

(218)

(232)

14

Gain/(loss) on disposal of subsidiaries

0

(24)

24

Other non-operating income/(expenses)

(21)

(9)

(12)

PROFIT/(LOSS) BEFORE TAX

97

45

53

Income tax benefit/(expense)

(32)

(45)

13

NET PROFIT/(LOSS)

66

(0,2)

66

NET INCOME MARGIN

1%

0%

ADJUSTED EBITDA

688

700

ADJUSTED EBITDA MARGIN

14%

14%

(12)

* Net operating expenses include selling and distribution, general and administrative, advertising and promotion, research and development, share of
profit in associate, gain on disposal of subsidiary and net other operating income/(expense).
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SALES
In 2019, our consolidated revenue decreased by $332 million or 7%. Negative currency translation
effect* was $143 million. Excluding this effect the decrease in revenue was $189 million.

Sales by reporting segments are as follows:
2019

2018

in thousand tonnes

Change

Change

in thousand tonnes

in %

Russia

3,120

2,985

135

5%

America

520

804

(283)

(35)%

Europe

187

201

(13)

(7)%

TOTAL PIPE

3,828

3,989

(161)

(4)%

in millions dollars

in %

in million dollars
Russia
America
Europe

3,641
889
236

3,442
1349
308

199
(460)
(71)

6%
(34)%
(23)%

TOTAL REVENUE

4,767

5,099

(332)

(7)%

2018

in thousand tonnes
Seamless pipe
Welded pipe
TOTAL PIPE

2,651
1,177
3,828

2,743
1,246
3,989

in millions dollars

Change

Change

in thousand tonnes

in %

(92)
(69)
(161)

3,413

3,550

(137)

(4)%

Welded pipe

1,154

1,272

(117)

(9)%

TOTAL PIPE

4,567

4,822

(254)

(5)%

Other operations

199

277

(78)

(28)%

TOTAL REVENUE

4,767

5,099

(332)

(7)%

Revenue from sales of seamless pipe
decreased by $41 million as compared to the
last year as a result of lower sales volumes
and unfavorable pricing environment.
Revenue from other operations decreased
by $12 million as compared to previous year
mostly as a result of lower billets sales.

America. In the American division revenue
decreased by $460 million or 34% year-onyear.
Revenue from sales of both seamless and
welded pipe decreased by $214 million
and $240 million respectively following
significantly lower OCTG sales.

in %

Seamless pipe

Revenue from sales of seamless pipe
increased by $226 million due to better sales
mix, reflecting higher sales volumes of OCTG,
including pipes with Premium connections,
and better pricing environment.

Revenue from other operations decreased by
$53 million mainly as a result of a significant
drop in billets sales.

(3)%
(6)%
(4)%

in millions dollars

Europe. In the European division revenue
decreased by $71 million or 23% year-onyear. Negative currency translation effect was
$17 million. Excluding this effect revenue fell
by $54 million.

Revenue from sales of welded pipe increased
by $152 million mainly as a result ofhigher
LDP sales, which also led to better product
mix.

Sales by group of products are as follows:
2019

Russia. The division’s revenue increased by
$199 million or 6% year-on-year. Negative
currency translation effect was $126 million.
Excluding this effect revenue was up by $325
million.

Revenue from other operations decreased by
$6 million year-on-year.

* The currency translation effect on income/expense items illustrates the influence of different exchange rates we use to convert these items from functional currencies into the presentation currency, the U.S. dollar, in different reporting periods for financial reporting purposes.
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GROSS PROFIT
In 2019, our consolidated gross profit increased by $43 million or 5% year-on-year and amounted to $959 million.
Negative currency translation effect was $28 million. Excluding this effect our gross profit increased by $71 million.
Gross profit margin was 20% compared to 18% in 2018.

Gross profit results by reporting segments are as follows:
2019

2018

Change

in million
dollars

in %
to revenue

in million
dollars

in %
to revenue

in million
dollars

Russia

863

24%

652

19%

211

America

45

5%

182

13%

(136)

Europe

50

21%

82

27%

(32)

TOTAL GROSS PROFIT

959

20%

916

18%

43

2018
in %
to revenue

in million
dollars

in %
to revenue

in million
dollars

Seamless pipe

858

25%

824

23%

33

Welded pipe

91

8%

67

5%

24

TOTAL PIPE

949

21%

892

18%

57

Other operations

10

5%

24

9%

(14)

TOTAL GROSS PROFIT

959

20%

916

18%

43
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Gross profit from sales of seamless pipe
grew by $169 million as a result of the
improved product mix and favorable pricing
environment.

Europe. Gross profit in the European division
decreased by $32 million or 39%. Negative
currency translation effect was $4 million.
Excluding this effect gross profit decreased by
$28 million. Gross profit margin amounted to
21% compared to 27% in 2018.

Gross profit from other operations decreased
by $4 million.
America. The American division’s gross profit
dropped by $136 million or 75%.Gross profit
margin amounted to 5% compared to 13% in
2018.

Change

in million
dollars

Gross profit from sales of seamless and
welded pipe decreased by $82 million and $48
million following lower OCTG sales volumes.

Gross profit from sales of welded pipe
increased by $71 million as a result of
significant growth in LDP sales volumes,
which also led to better product mix.

Gross profit results by group of products are as follows:
2019

Russia. The division’s gross profit increased
by $211 million. Negative currency translation
effect was $25 million. Excluding this effect
gross profit increased by $236 million. Gross
profit margin was 24% compared to 19% in
2018.
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Gross profit from other operations decreased
by $7 million.

Gross profit from sales of seamless pipe
fell by $24 million as a result of unfavorable
pricing environment. Gross profit was also
affected by lower sales volumes.
Gross profit from other operations decreased
by $4 million.
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NET OPERATING EXPENSES

ADJUSTED EBITDA

Net operating expenses were higher by $39
million or 7%. The share of net operating
expenses, expressed as a percentage of
revenue, was 12% compared to 10% in 2018.

In 2019, adjusted EBITDA decreased by $12
million or 2% as compared to previous year.
Adjusted EBITDA margin was almost flat at 14%.
Russia. Adjusted EBITDA was higher by $151
million following an increase in gross profit,
which was partially offset by an increase in
selling, general and administrative expenses.
Adjusted EBITDA margin was 17% compared
to14% in 2018.

America. Adjusted EBITDA decreased by $
134 million following challenging market
environment. Adjusted EBITDA margin was
3% as compared to 12% last year.
Europe. Adjusted EBITDA decreased by
$29 million as compared to 2018 following
a decrease in gross profit, which was
partially offset by lower selling, general and
administrative expenses. Adjusted EBITDA
margin amounted to 9% as compared to 17%
in 2018.

Adjusted EBITDA
2019
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2018

Change

in million
dollars

in %
to revenue

in million
dollars

in %
to revenue

in million
dollars

Russia

636

17%

485

14%

151

America

30

3%

164

12%

(134)

Europe

22

9%

51

17%

(29)

TOTAL ADJUSTED EBITDA

688

14%

700

14%

(12)
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IMPAIRMENT OF ASSETS

CASH FLOWS

In the year ended December
31, 2019, we recognised the
impairment loss of $99 million
compared to $17 million loss in
2018.

The following table presents our cash flows:

FOREIGN EXCHANGE
MOVEMENTS
In 2019, we recorded a foreign
exchange gain in the amount
of $32 million as compared to
a $72 million loss in 2018. In
addition, we recognised a foreign
exchange gain from exchange
rate fluctuations in the amount
of $73 million (net of income
tax) as compared to a $93
million loss (net of income tax)
in 2018 in the statement of other
comprehensive income. In 2018,

NET FINANCE COSTS

2019
in million dollars

we recognised the reclassification
of foreign currency reserves
related to the hedged net
investment in foreign operation
from other comprehensive loss
to the income statement in the
amount of $23 million (net of
income tax), related to partially
disposed ownership in TMK GIPI.
The amount in the statement of
comprehensive income represents
the effective portion of foreign
exchange gains or losses on our
hedging instruments.

In 2019, net finance costs
decreasedby $14 million or 6%. The

weighted average nominal interest
rate was 6.95% as of 31 December
2019 as compared to 7.29% as of 31
December 2018.
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Change
in million dollars

Cash provided by operating activities
before working capital changes

665

682

(17)

Decrease/ (increase) in inventories

(49)

(122)

73

Decrease/ (increase) in settlements with
customers

12

(89)

101

Decrease/ (increase) in settlements with
customers

37

66

(29)

Income tax paid

(69)

(27)

(42)

Net cash provided by operating activities

598

510

88

Payments for property and equipment

(219)

(273)

54

Other investments

(145)

18

(163)

Free Cash Flow

234

256

(22)

Change in loans

(50)

(46)

(4)

Interest paid

(219)

(235)

16

Other financing activities

45

(31)

76

Free Cash Flow to Equity

10

(57)

66

Dividends paid

(43)

(39)

(4)

Effect of exchange rate changes

(1)

(4)

3

Cash and cash equivalents at the beginning of period

392

491

(99)

Cash and cash equivalents at period end

357

392

(34)
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Net cash flows provided by
operating activities increased by
$88 million to $598 million from
$510 million inthe previous year.
In 2019, working capital remained
almost unchanged compared to
a $145 million increase in 2018.
The increase in 2018 was mainly
a result of growth in inventories
and trade receivables.
Net repayment of borrowings
amounted to $50 million as
compared to net repayment in the
amount of $46 million in 2018.
Cash and cash equivalents at the
end of the period amounted to
$357 million as compared to $392
million at the end of 2018.
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INDEBTEDNESS

Our most significant credit facilities as of 31 December 2019 were as follows:

Our overall financial debt increased to
$3,006 million as of 31 December 2019 from
$2,867 million as of 31 December 2018. Net
repayment of borrowings in 2019 was $50
million. The increase in debt was a result
of the Rouble appreciation against the U.S.
dollar. Our Net debt amounted to $2,503
million as compared to $2,437 million as of 31
December 2018.

Type of borrowing
Eurobonds

Maturity
period

USD

500

April 2020

Gazprombank

USD

270

February 2020

Loan

Sberbank

RUR

226

August 2022

Loan

Alfa-bank

USD

181

January 2020

Loan

Gazprombank

RUR

181

March 2022

Loan

VTB

RUR

162

August 2020

Loan

VTB

RUR

162

December 2021

RUR

162

May 2021

Bonds
Loan

Gazprombank

USD

130

January 2020

Loan

Alfa-bank

RUR

97

July 2021

2,070
Other credit facilities

939

Unamortised debt issue costs

(3)

TOTAL LOANS AND BORROWINGS

3,006

DEVELOPMENT TRENDS

As of 31 December of 2019, our weighted
average nominal interest rate decreased
by 35 basis points to 6.95% compared to 31
December 2018.
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Outstanding
principal amount

Loan

The share of our short-term debt was 45% as
of 31 December 2019 compared to 31% as of
31 December 2018.

Strategic Report

Original
currency

in millions of U.S. dollars

As of 31 December 2019, our debt portfolio
comprised diversified debt instruments,
including bank loans, bonds and other
credit facilities. As of 31 December 2019,
the U.S. dollar-denominated portion of our
debt represented 39%, Rouble-denominated
portion of debt represented 56%, eurodenominated portion of debt represented 5%
of our total debt.
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In Russia, we expect pipe
consumption by domestic oil and
gas companies to remain stable
in 2020. The increased complexity
of hydrocarbon production projects
in Russia is expected to result
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in higher demand for high tech
products.
In Europe, we expect seamless
industrial pipe shipments at the
European division to remain stable
year-on-year, mainly supported by
demand for high value-added products.
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SELECTED FINANCIAL DATA
Adjusted EBITDA is not a measure of our
operating performance under IFRS and should
not be considered as an alternative to gross
profit, net profit or any other performance
measures derived in accordance with IFRS or
as an alternative to cash flow from operating
activities or as a measure of our liquidity. In
particular, Adjusted EBITDA should not be
considered to be a measure of discretionary
cash available to invest in our growth. 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.

ADJUSTED EBITDA
Reconciliation of income before tax to Adjusted EBITDA for the twelve months ended:

31 December
2019

30 September
2019

30 June
2019

31 March
2019

31 December
2018

Income before tax

97

143

140

91

45

Depreciation and
amortisation

205

231

248

261

268

Finance costs, net

218

216

216

221

232

Impairment of assets

99

14

14

17

17

Foreign exchange
(gain)/loss, net

(32)

(4)

9

48

72

Loss/(gain) on
disposal of property,
plant and equipment

14

9

10

13

12

Movement in allowances and provisions
(except for provisions
for bonuses)

44

34

16

8

5

Other non-operating
income/(expenses)

40

40

58

55

50

Other non-cash items

4

3

2

2

(1)

ADJUSTED EBITDA

688

687

713

715

700
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The following limitations of Adjusted EBITDA
as an analytical tool should be considered:
ǩ$GMXVWHG(%,7'$GRHVQRWUHȍHFWWKHLPSDFW
of financing or finance costs on our operating
performance, which can be significant and
could further increase if we were to incur
more debt

ǩ$GMXVWHG(%,7'$GRHVQRWUHȍHFWWKHLPSDFW
of depreciation and amortisation on our
operating performance. The assets that 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. By excluding this expense
from Adjusted EBITDA, it does not reflect
our future cash requirements for these
replacements
ǩ$GMXVWHG(%,7'$GRHVQRWUHȍHFWWKH
impact of other non-cash items on our
operating performance, such as foreign
exchange (gain)/loss, impairment/(reversal
of impairment) of non-current assets,
movements in allowances and provisions,
(gain)/loss on disposal of property, plant
and equipment, (gain)/loss on changes in
fair value of financial instruments, share of
(profit)/loss of associate and other non-cash
items.

ǩ$GMXVWHG(%,7'$GRHVQRWUHȍHFWWKH
impact of income taxes on our operating
performance
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NET DEBT
Net debt has been calculated as of the dates indicated:
31 December
2019

30 September
2019

30 June 2019

31 March 2019

31 December
2018

3,006

3,064

2,974

2,851

2,867

Net of:
Cash and short-term financial
investments*

(503)

(393)

(333)

(332)

(430)

NET DEBT

2,503

2,672

2,640

2,519

2,437

NET DEBT-TO-EBITDA (LTM**)

3,64

3,89

3,70

3,52

3,48

in million dollars
Loans and borrowings less
interest payable

* Cash and short-term financial investments include Cash and cash equivalents, Other financial assets and short-term loans issued.
** Net Debt-to-EBITDA ratio is defined as the quotient of Net Debt at the end of the given reporting date divided by the Adjusted EBITDA for the 12 months
immediately preceding the given reporting date. Adjusted EBITDA – see “Selected financial data”.
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Net Debt is not a measure under IFRS, and it
should not be considered to be an alternative
to other measures of financial position.
Other companies in the pipe industry may
calculate Net Debt differently and therefore
comparability may be limited. Net Debt is a
measure of our 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 company’s financial
structure. Management believes Net Debt
provides an accurate indicator of our ability
to meet our financial obligations, represented
by gross debt, from available cash. Net Debt
demonstrates investors the trend in our net
financial position over the periods presented.
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PRINCIPAL RISKS AND UNCERTAINTIES
INDUSTRY RISKS
DEPENDENCE ON THE OIL AND GAS INDUSTRY
The oil and gas industry is the principal consumer
of steel pipe products worldwide and accounts
for most of our sales, in particular sales of OCTG,
line pipe and large-diameter pipe. In 2019, sales
volumes of pipes used in oil and gas industry
accounted for approximately 79% of our tubular
products.
The oil and gas industry has historically been volatile
and downturns in the oil and gas markets can
adversely affect demand for our products, which
largely depends on the number of oil and gas wells
being drilled, completed and reworked, the depth
and drilling conditions of wells and the construction
of oil and gas pipelines. The level of such industry
specific activities in turn depends on the level of
capital spending by major oil and gas companies.
The level of investment activities of oil and gas
companies, which is largely driven by prevailing
prices for oil and natural gas and their stability,
significantly affects the level of consumption of our
products.
Thus, the decline in oil and gas exploration,
drilling and production activities, prices for energy
commodities and other economic factors beyond
our control could adversely affect our results of
operations.
INCREASES IN THE COST OF RAW MATERIALS
We require substantial quantities of raw materials
to produce steel pipes. The principal raw materials
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used in production processes include scrap and
ferroalloys for use in steelmaking operations, steel
billets used for the production of seamless pipe and
steel coils and plates for the production of welded
pipe. The demand for the principal raw materials we
utilize is generally correlated with macroeconomic
fluctuations, which in turn are affected by global
economic conditions.
Prices for raw materials and supplies have a
key influence on our production costs and are
one of the main factors affecting our results
of operations. There are many factors, which
influence raw materials prices, including oil
and gas prices, worldwide production capacity,
capacity utilization rates, inflation, exchange
rates, trade barriers and developments in
steelmaking processes. We are negotiating new
contract terms with our major clients based
on pricing formulas, which secure us against
growing raw materials prices. The share of raw
materials’ and consumables’ costs in the total
cost of sales in 2019 was 65%. In 2019, the cost of
scrap metal for TMK’s plants in Russia in Roubleterms decreased on average by 7%, and the cost
of coils decreased by 8%. The increase in prices
for scrap, coils and other raw materials, if not
passed to customers can adversely affect our
profit, margins and results of operations.
Our plants also consume significant quantities of
energy, particularly electricity and gas. In 2019,
energy and utility costs comprised approximately 8%
of our total cost of sales. The prices for electricity
for our plants increased by 8% in Rouble-terms
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compared to 2018, while the average prices for
domestic natural gas for our plants increased by 3%
in Rouble-terms. If we are required to pay higher
prices for gas and electricity in the future, our costs
will rise and this could have a material adverse
effect on our business, financial condition, results of
operations and prospects.

changes in the scale or scope of significant pipeline
projects, or the selection by the sponsors of such
projects of other suppliers could have an adverse
effect on our sales of LDP, and thus on the results of
operations and financial position.

DEPENDENCE ON A SMALL GROUP OF
CUSTOMERS

The global market for steel pipe products,
particularly in the oil and gas sector, is highly
competitive. In the Russian and CIS markets, we
face competition primarily from ChTPZ, as well
as OMK and ZTZ in the LDP segment, and the
Ukrainian and Chinese pipe producers.

As we focus on supplying primarily the oil and gas
industry, our largest customers are oil and gas
companies. In 2019, our five largest customers in
Russia were Rosneft, Gazprom, Surgutneftegas,
Gazpromneft and Lukoil, which together accounted
for 34% of our total sales volumes. The increased
dependence of pipe sales on a single large customer
bears the risk of an adverse effect on results of
operations in the event that our relationship with any
of these major customers deteriorates.
Our LDP business is largely dependent on one of
our largest customers, Gazprom. In 2019, 43% of
our LDP were sold for Gazprom projects. Increased
competition in the supply of LDP or a change in
relationships with Gazprom could negatively affect
our competitive position in the large-diameter
pipe market, resulting in decreased revenues from
sales of these products and adversely affecting
our business, financial position and results of
operations. Additionally, large-diameter pipe
business depends significantly upon the level of
construction of new oil and gas pipelines in Russia
and the CIS. The delay, cancellation or other
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COMPETITION

After accession to the WTO Russia had adjusted
its national legislation in full accordance with WTO
rules and regulations, what allowed Russia along
with the EEU (Eurasian Economic Union) to use WTO
trade defense mechanism for the national market
protection. To date, the following antidumping
measures are effective in EEU: antidumping duties
in the amount 18.9%-19.9% on imports of some
types of steel tubes and pipes originated from
Ukraine that were extended till 2021, anti-dumping
duties ranging from 4.32% to 18.96% on imports of
seamless corrosion resistant steel tubes and pipes
originating from Ukraine, antidumping duties in the
amount 19.15% on imports of cold-drawn stainless
steel pipes originated from China and Malaysia,
antidumping duties 12.23%-31% in respect to OGTG
originated from China.
Outside Russia and the CIS, we compete
against a limited number of premium-quality

pipe products producers, including Tenaris,
Vallourec, Sumitomo, Voestalpine and Chinese
producers.
The US market is protected by more than 50
defense measures, the trade defense of the
American market is constantly being improved.
For example, in 2018 in the USA antidumping
duties were prolonged in the amount of 30.8% for
LDP from Japan, the following defense measures
were introduced for pipe products: anti-dumping
and countervailing duties for non-alloy welded
pipes from Brazil, Mexico, Korea and Taiwan
in the amount of 4.91% to 103.38%, on welded
carbon pipes from Taiwan - from 9.7% to 43.7%
A number of new trade investigations were also
initiated: anti-dumping on welded pipes from China,
compensatory and anti-dumping against the import
of large-diameter pipes from Canada, Greece,
Turkey, China and India.
In accordance with Section 232 of the Trade
Expansion Act, in February 2018, protective duties,
which amounts to 25%, were imposed in the USA on
imports of steel goods.
We may not be able to compete effectively against
existing or potential producers and preserve
our current share of the various geographical or
product markets in which we operate. A failure
to compete effectively in one or more of these
markets could have a material adverse effect
on our business, financial condition, results of
operations and prospects.
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FINANCIAL RISKS
LIQUIDITY RISK
Liquidity risk is the risk that we will not be able
to meet our financial obligations as they fall
due. Our approach to managing liquidity is to
ensure that it will always have sufficient liquidity
assets to meet its obligations when due.
We manage liquidity risk by maintaining
adequate cash reserves and borrowing
facilities, by continuously monitoring forecast
and actual cash flows and matching the
maturity profiles of financial assets and
liabilities.
As of December 31, 2019, our total debt
increased to $3,006 million as compared
to $2,867 million at the end of 2017, as a
result of the Rouble appreciation against the
US dollar. Net repayment amounted to $50
million. As of December 31, 2019, our NetDebt-to-EBITDA ratio was 3.64x.
As of December 31, 2019, we committed
credit lines in Russian, European and
American banks with the available limit of
$779 million.
Nevertheless, there can be no assurance
that our efforts to improve liquidity profile
and reduce leverage will prove successful.
The negative debt market reaction on
deteriorating global political and financial
situation, US and EU sanctions, economic
situation in Russia may have an adverse
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impact on our ability to borrow in banks or
on capital markets, and may put pressure on
our liquidity, significantly increase borrowing
costs, temporary reduce the availability of
credit lines or lead to and possibility to incur
financing on acceptable terms.
COMPLIANCE WITH COVENANTS
Certain amount of our loan agreements
and public debt securities currently include
financial covenants. Some covenants impose
financial ratios that must be maintained,
others impose restrictions in respect of
certain transactions, including restrictions in
respect of indebtedness, pledging of assets
and material asset disposals. A breach of
financial or other covenants in existing debt
facilities, if not resolved by means such as
obtaining a waiver from the relevant lender
and/or making amendments to debt facilities,
could trigger a default under our obligations.
As of December 31, 2019, we were in
compliance with lenders’ requirements under
covenants.
Nevertheless, in case financial markets or
economic situation on the markets, where
we operate, deteriorate in the future, we may
not comply with relevant covenants. In case
of possible breach we will apply best efforts
to obtain all necessary waivers or standstill
letters. We do not expect the occurrence of
such events in the near future.
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INTEREST RATE RISK
Loans and borrowings at variable interest rate
create an exposure to interest rate risk, that
is, fluctuations of cash flows due to changes
in market interest rates. The exposure of
interest rate risk did not materialise for us
in the reporting period, as substantially all
of our loans and borrowings bore interest at
fixed rates or the CBR base rate increased by
a fixed margin.
CURRENCY RISK
Our products’ prices as well as our costs
are nominated both in Roubles and in other
currencies (generally, in US dollars and euro).
We hedge our net investment in operations
located in the United States against foreign
currency risks using US dollar denominated
liabilities. Gains or losses on the hedging
instruments relating to the effective portion
of the hedge are recognised as other
comprehensive income while any gains or
losses relating to the ineffective portion are
recognised in the income statement. In 2019,
we incurred foreign exchange gain from
spot rate changes in the total amount of $32
million. In addition, we recognised foreign
exchange gain of $73 million (net of income
tax) in the statement of comprehensive
income.
Also we are exposed to currency risk on
the borrowings that are denominated
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in currencies other than the functional
currencies of the respective Group’s
members. The currencies in which these
transactions are denominated are primarily
Rubles, US dollars and euro. As of December
31, 2019, 39% of our loans were denominated
in US dollar. In this regards, as well as
taking into consideration continuing volatility
of the Rouble against US dollar, the risk
of losses owing to the Rouble devaluation
remains sufficiently high. Depreciation of
the Rouble against the US dollar could
adversely affect our net profit as coherent
losses will be reflected in our consolidated
income statements. Nevertheless, we are
partly secured from currency risks as foreign
currency denominated sales occasionally are
used to cover repayment of foreign currency
denominated borrowings.

the prices sufficiently in order to preserve
existing operating margins.
Inflation rates in the United States, with
respect to our American division operations,
are historically much lower than in Russia. In
2019, inflation in the United States was 2.3%,
which is slightly higher than 1.9% in 2018.
High rates of inflation, especially in Russia,
could increase our costs, decrease our
operating margins and adversely affect our
business and financial position.

INFLATION RISK
A significant amount of our production
activities are located in Russia, and a majority
of direct costs are incurred in Roubles. We
tend to experience inflation-driven increases
in certain costs, such as raw material costs,
transportation costs, energy costs and
salaries that are linked to the general price
level in Russia. In 2019, inflation in Russia
increased to 3% as compared to 4.3% in
2018. In spite of the measures of the Russian
government to contain inflation, growth of
inflation rates may be significant in the shortterm outlook. We may not be able to increase
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LEGAL RISKS

OTHER RISKS

CHANGES IN TAX LEGISLATION AND TAX SYSTEM

CHANGES IN ENVIRONMENTAL LAW

Our subsidiaries make significant tax and non-budgetary
funds payments, in particular, profit tax, VAT, property tax
and payments to social security funds. Changes in tax
legislation could lead to an increase in tax payments and,
consequently, to a lowering of financial results. As significant
part of the operations is located in Russia, the main risks
relate to changes in the legislation of the Russian tax
system. The Russian Government continually reviews the
Russian tax legislation. The new laws generally reduce the
number of taxes and the overall tax burden on business while
simplifying tax legislation. Nevertheless, should the Russian
taxation system suffer any changes related to increasing of
tax rates, this could adversely affect our business.

We meet the requirements of national environmental laws
at our industrial capacities location areas: the directives
and regulations of Russian, the United States, the European
Union, Romanian and Kazakhstan legislation.

Moreover, the Russian oil industry is subject to substantial
taxes, including significant resources production taxes and
significant export customs duties. Changes to the tax regime
and customs duties rates may adversely affect the level of oil
and gas exploration and development in Russia, which can
adversely affect the demand for our products in Russia.

The main ecological-and-economical risks of our Russian
plants are related to changes and tightening of the Russian
environmental protection laws. Environmental legislation
in Russia is constantly developing. The imposition of a new
law and regulation system may require further expenditures
to install new technological and waste disposal equipment,
pollution and wastewater control equipment, as well as will
lead to growth of the rate of payments for negative impact
on the environment. It is expected that compliance with the
regulations will be accompanied by stricter control by state
monitoring authorities.
We estimate that the environmental legislation of the
European Union and the United States, Romania and
Kazakhstan will not undergo any material changes in the
near future. Nevertheless, if such changes arise, the cost of
compliance with new requirements could have a material
adverse effect on our business.

EQUIPMENT FAILURES OR PRODUCTION CURTAILMENTS
OR SHUTDOWNS
Our production capacities are subject to equipment failures
and to the risk of catastrophic loss due to unanticipated
events, such as fires, explosions and adverse weather
conditions. Our manufacturing processes depend on critical
pieces of steel-making and pipe-making equipment. Such
equipment may, on occasion, be out of service as a result of
unanticipated failures, which could require us to close part
or all of the relevant production facility or cause us to reduce
production on one or more of our production lines.
Any interruption in production capability may require us to make
significant and unanticipated capital expenditures to effect
repairs, which could have a negative effect on our profitability
and cash flows. Any recoveries under insurance coverage that
we may obtain may not offset the lost revenues or increased
costs resulting from a disruption of our operations.
A sustained disruption to our business could also result in
delays to or cancellations of customer orders and contractual
penalties, which may also negatively impact our reputation
among our customers. Any or all of these occurrences could
have a material adverse effect on our business, results of
operations, financial condition and prospects.
INSURANCE AGAINST ALL POTENTIAL RISKS AND
LOSSES
We maintain insurance against losses that may arise in
case of property damage including business interruption
insurance, accidents, transportation of goods. We also
maintain corporate product liability and directors and officers
liability insurance policies.
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We maintain obligatory insurance policies required by law
and provide employees with medical insurance as part of our
compensation arrangements with our employees.
Nevertheless, we do not carry insurance against all potential
risks and losses, and our insurance might be inadequate to
cover all of our losses or liabilities or may not be available on
commercially reasonable terms.
ABILITY TO EFFECT STAFF ALTERATIONS AND
SHORTAGES OF SKILLED LABOR
Our Russian subsidiaries are in many regions the largest
employers in the cities in which they operate, such as
Volzhsky, Taganrog, Kamensk-Uralsky and Polevskoy.
While we do not have any specific legal social obligations
or responsibilities with respect to these regions, the ability
to effect alterations in the number our employees may
nevertheless be subject to political and social considerations.
Any inability to make planned reductions in the number of
employees or other changes to operations in such regions
could have an adverse effect on the results of operations and
prospects.
Competition for skilled labor in the steel pipe industry
remains relatively intense, and labor costs continue to
increase moderately, particularly in the CIS, Eastern
Europe and the United States. We expect the demand
and, hence, costs for skilled engineers and operators will
continue to increase, reflecting the significant demand
from other metallurgical companies and other industries.
Continual high demand for skilled labor and continued
increases in labor costs could have a material adverse
effect on our business, financial position and results of
operations.
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TRANSACTIONS REPORT

LIST OF TRANSACTIONS MADE BY PAO TMK IN 2019 AND RECOGNIZED AS MAJOR TRANSACTIONS IN ACCORDANCE WITH THE
FEDERAL LAW ON JOINT STOCK COMPANIES
In 2019, PAO TMK made one major transaction.
Counterparty

Subject matter of the transaction

Transaction price,
RUB

Transaction amount, percent of net asset value

Governing body that agreed to/subsequently approved the
transaction, date of resolution

Maverick Tube Corporation

Share purchase agreement in respect of ordinary shares
in IPSCO Tubulars Inc., under which PAO TMK sells, and
Maverick Tube Corporation purchases, 100% of ordinary
shares in the authorized capital of IPSCO Tubulars Inc.

78,161,850,000

33.85%

Board of Directors, March 22, 2019
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LIST OF TRANSACTIONS MADE BY PAO TMK IN 2019 AND RECOGNIZED AS INTERESTED PARTY TRANSACTIONS IN ACCORDANCE
WITH THE FEDERAL LAW ON JOINT STOCK COMPANIES
No.

Counterparty

Subject matter
of the transaction

Transaction
price, RUB

Parties recognized as interested as at the moment
the transaction was agreed

Governing body that agreed to/
subsequently approved the
transaction, date of resolution

1Q 2019
1

AO ALFA-BANK

Company at a Glance

Surety agreement under which PAO TMK shall secure
performance of all current and future obligations of
PJSC Seversky Pipe Plant (Beneficiary) under Agreement No. 918 between AO ALFA-BANK and PJSC
Seversky Pipe Plant on the procedure for, and terms of,
granting loans in Russian roubles and foreign currencies dated August 01, 2018
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12,063,287,933
(more than 2%
of net asset
value)
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1) PAO TMK’s controlling entity, TMK Steel Holding Limited, is simultaneously the Beneficiary’s controlling entity.
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a member of the
Beneficiary’s Board of Directors, as well as the CEO and a member of the Board of Directors and Management Board of the Beneficiary’s management company.
3) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the Beneficiary’s
Board of Directors and a member of the Board of Directors and Management Board of the Beneficiary’s management company.
4) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors and a
member of the Management Board of the Beneficiary’s management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors and a
member of the Management Board of the Beneficiary’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors and a
member of the Management Board of the Beneficiary’s management company.
7) Sergey Kravchenko, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s
management company.
8) Yaroslav Kuzminov, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s
management company.
9) Peter O’Brien, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s
management company.
10) Sergey Papin, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s
management company.
11) Alexander Pumpyanskiy, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s management company.
12) Dmitry Pumpyanskiy, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s management company.
13) Robert Mark Foresman, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s management company.
14) Anatoly Chubais, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s
management company.
15) Alexander Shokhin, a member of the Board of Directors, is simultaneously a member of the Board of Directors of the Beneficiary’s
management company.
Percentage of PAO TMK shares owned by interested parties:
TMK Steel Holding Limited – 65.0584%, A. Shiryaev – 0.015%, A. Kaplunov – 0.0067%, A. Zimin – 0.000072%, T. Petrosyan – 0.0016%, V.
Popkov – 0.001509%, S. Kravchenko – 0%, Ya. Kuzminov – 0%, P. O’Brien – 0%, S. Papin – 0.0044%, A. Pumpyanskiy – 0%, D. Pumpyanskiy – 0.0063%, R. M. Foresman – 0%, A. Chubais – 0%, A. Shokhin – 0%.
Percentage of AO ALFA-BANK shares owned by interested parties: 0%.
Percentage of PJSC Seversky Pipe Plant shares owned by interested parties: 0%.
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No.

Counterparty

Subject matter
of the transaction

2

PJSC Seversky Pipe
Plant

Surety fee agreement for a surety issued by PAO TMK
to secure performance of obligations of PJSC Seversky
Pipe Plant under Agreement No. 918 with AO ALFA-BANK on the procedure for, and terms of, granting
loans in Russian roubles and foreign currencies dated
August 01, 2018

11,900,000

3

JSC Volzhsky Pipe
Plant

Surety fee agreement for a surety issued by JSC Volzhsky Pipe Plant to secure the obligations of PAO TMK
under Loan Agreement No. 1543/18 with CREDIT BANK
OF MOSCOW dated December 28, 2018

35,000,000

4

PJSC Sinarsky Pipe
Plant

Surety fee agreement for a surety issued by PAO TMK to
secure the obligations of PJSC Sinarsky Pipe Plant under Non-Revolving Credit Facility Agreement No. 91141
with Sberbank dated August 15, 2018

12,250,000

5

JSC Volzhsky Pipe
Plant

Surety fee agreement for a surety issued by PAO TMK to
secure the obligations of PJSC Volzhsky Pipe Plant under Non-Revolving Credit Facility Agreement No. 91139
with Sberbank dated August 15, 2018

12,250,000

6

PJSC Seversky Pipe
Plant

Surety fee agreement for a surety issued by PAO TMK to
secure the obligations of PJSC Seversky Pipe Plant under Non-Revolving Credit Facility Agreement No. 91192
with Sberbank dated December 10, 2018

10,500,000
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Parties recognized as interested as
at the moment the transaction was agreed

Governing body that agreed to/
subsequently approved the
transaction, date of resolution

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a
member of the Counterparty’s Board of Directors, as well as the CEO and a member of the Board of Directors and Management Board of the Counterparty’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors and a member of the Management Board of the Counterparty’s management company.
4) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the
Counterparty’s Board of Directors and a member of the Board of Directors and Management Board of the Counterparty’s
management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.

Approval not required (transactions under RUB
500 million)
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No.

Counterparty

Subject matter
of the transaction

7

Sberbank

Surety agreement under which PAO TMK shall secure
all the obligations of PJSC Sinarsky Pipe Plant (Beneficiary) to Sberbank under Non-Revolving Credit Facility
Agreement No. 91141 dated August 15, 2018

9 542 764 384
(more than 2%
of net asset
value)

8

Sberbank

Surety agreement under which PAO TMK shall secure
all the obligations of PJSC Volzhsky Pipe Plant (Beneficiary) to Sberbank under Non-Revolving Credit Facility
Agreement No. 91139 dated August 15, 2018

16,443,305,479
(more than 2%
of net asset
value)

9

Sberbank

Surety agreement under which PAO TMK shall secure
all the obligations of PJSC Seversky Pipe Plant (Beneficiary) to Sberbank under Non-Revolving Credit Facility
Agreement No. 91192 dated December 10, 2018

7,764,784,110
(more than 2%
of net asset
value)

10

JSC Sinara Group

Loan agreement under which PAO TMK shall grant a
loan to JSC Sinara Group

11

LLC ТМК R&D Center

12

POWERSTREAM
HOLDINGS LIMITED

Company at a Glance

Parties recognized as interested as
at the moment the transaction was agreed

Governing body that agreed to/
subsequently approved the
transaction, date of resolution

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Beneficiary’s controlling entity.
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a member of the
Beneficiary’s Board of Directors and the CEO, member of the Board of Directors and Management Board of the Beneficiary’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors and a
member of the Management Board of the Beneficiary’s management company.
4) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the Beneficiary’s
Board of Directors and a member of the Board of Directors and Management Board of the Beneficiary’s management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors and a
member of the Management Board of the Beneficiary’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors and a
member of the Management Board of the Beneficiary’s management company.
Percentage of PAO TMK shares owned by interested parties:
TMK Steel Holding Limited – 65.0584%, A. Shiryaev – 0.015%, A. Kaplunov – 0.0067%, A. Zimin – 0.000072%, T. Petrosyan – 0.0016%, V.
Popkov – 0.001509%.
Percentage of Sberbank shares owned by interested parties: 0%.
Percentage of PJSC Sinarsky Pipe Plant shares owned by interested parties: 0%.
Percentage of PJSC Volzhsky Pipe Plant shares owned by interested parties: 0%.
Percentage of PJSC Seversky Pipe Plant shares owned by interested parties: 0%.

Board of Directors, November 28, 2018

163,039,726

1) Alexander Shiryaev, CEO and a member of the Board of Directors and Management Board, is simultaneously a member of the Counterparty’s Board of Directors.
2) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the
Counterparty’s Board of Directors.
3) Alexander Pumpyanskiy, a member of the Board of Directors, is simultaneously a member of the Counterparty’s
Board of Directors.
4) Dmitry Pumpyanskiy, a member of the Board of Directors, is simultaneously a member of the Counterparty’s Board of
Directors.
5) Sergey Papin, a member of the Board of Directors, is simultaneously a member of the Counterparty’s Board of Directors.

Approval not required (transactions under RUB
500 million)

Loan agreement under which PAO TMK shall grant a
loan to LLC ТМК R&D Center

54,749,431

The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.

Loan agreement under which PAO TMK shall grant a
loan to POWERSTREAM HOLDINGS LIMITED

83,045,871.77

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors.
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Board of Directors, December 20, 2018
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No.

Counterparty

Subject matter
of the transaction

Transaction
price, RUB

Parties recognized as interested as
at the moment the transaction was agreed

Governing body that agreed to/
subsequently approved the
transaction, date of resolution

2Q 2019
13

RCB Bank Ltd

Guaranty and indemnity agreement under which PAO
TMK and PJSC Volzhsky Pipe Plant shall guarantee
the obligations of PJSC Seversky Pipe Plant (Borrower)
under a loan agreement with RCB Bank Ltd

3,559,227,210

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the controlling entity of the Borrower (the Beneficiary of the transaction) and JSC Volzhsky Pipe Plant (a party to the transaction).
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a
member of the Boards of Directors of the Borrower and JSC Volzhsky Pipe Plant, and the CEO and a member of the Board
of Directors and Management Board of the management company of the Borrower and JSC Volzhsky Pipe Plant.
3) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the
Boards of Directors of the Borrower and JSC Volzhsky Pipe Plant and a member of the Board of Directors and Management Board of the management company of the Borrower and JSC Volzhsky Pipe Plant.
4) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Boards of Directors of the
Borrower and JSC Volzhsky Pipe Plant and a member of the Management Board of the management company of the
Borrower and JSC Volzhsky Pipe Plant.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Boards of Directors of the
Borrower and JSC Volzhsky Pipe Plant and a member of the Management Board of the management company of the
Borrower and JSC Volzhsky Pipe Plant.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Boards of Directors of
the Borrower and JSC Volzhsky Pipe Plant and a member of the Management Board of the management company of the
Borrower and JSC Volzhsky Pipe Plant.

Board of Directors,
April 25, 2019

14

VTB Bank (Europe) SE

Guaranty agreement under which PAO TMK shall guarantee the obligations of TMK-ARTROM SA (Beneficiary)
under a revolving credit facility agreement with VTB
Bank (Europe) SE

1,542,570,636.44

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Beneficiary’s controlling entity.
2) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors.

Board of Directors,
April 01, 2019

15

Sberbank

Addendum No. 1 dated June 28, 2019 to Surety Agreement No. 91098 dated April 16, 2019 under which PAO
TMK shall secure the obligations of JSC Volzhsky Pipe
Plant (Beneficiary) to Sberbank under Bank Guaranty
Agreement No. 91174 with Sberbank dated December
24, 2018

500,000,000.00

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Beneficiary’s controlling entity.
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a
member of the Beneficiary’s Board of Directors and the CEO, member of the Board of Directors and Management Board
of the Beneficiary’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors and a member of the Management Board of the Beneficiary’s management company.
4) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the
Beneficiary’s Board of Directors and a member of the Board of Directors and Management Board of the Beneficiary’s
management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of
Directors and a member of the Management Board of the Beneficiary’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of
Directors and a member of the Management Board of the Beneficiary’s management company.

Board of Directors, June 17, 2019
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No.

Counterparty

Subject matter
of the transaction

16

JSC Volzhsky Pipe
Plant

Surety fee agreement for a surety issued by JSC Volzhsky Pipe Plant to secure the obligations of PAO TMK
under Non-Revolving Credit Facility Agreement No.
45/19-R with JSC Gazprombank dated March 22, 2019

19,747,000

17

JSC Volzhsky Pipe
Plant

Surety fee agreement for a surety issued by PAO TMK to
secure the obligations of PJSC Volzhsky Pipe Plant under Bank Guaranty Agreement No. 91174 with Sberbank
dated December 24, 2018

2,100,000

18

PJSC Seversky Pipe
Plant

Surety fee agreement for a surety issued by PAO TMK
to secure the obligations of PJSC Seversky Pipe Plant
(Borrower) under a loan agreement with RCB Bank Ltd

11,448,533

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Borrower’s controlling entity.
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a
member of the Borrower’s Board of Directors and the CEO and a member of the Board of Directors and Management
Board of the Borrower’s management company.
3) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the
Borrower‘s Board of Directors and a member of the Board of Directors and Management Board of the Borrower’s management company.
4) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Borrower’s Board of Directors
and a member of the Management Board of the Borrower’s management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Borrower’s Board of Directors and a member of the Management Board of the Borrower’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Borrower’s Board of
Directors and a member of the Management Board of the Borrower’s management company.

19

TMK-ARTROM SA

Surety fee agreement for a surety issued by PAO TMK
to secure the obligations of TMK-ARTROM SA under
a revolving credit facility agreement with VTB Bank
(Europe) SE

10,293,234

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors.
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Parties recognized as interested as
at the moment the transaction was agreed

Governing body that agreed to/
subsequently approved the
transaction, date of resolution

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a
member of the Counterparty’s Board of Directors, as well as the CEO and a member of the Board of Directors and Management Board of the Counterparty’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors and a member of the Management Board of the Counterparty’s management company.
4) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the
Counterparty’s Board of Directors and a member of the Board of Directors and Management Board of the Counterparty’s
management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
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Approval not required (transactions under RUB
500 million)

TRANSACTIONS
REPORT

185

No.

Counterparty

Subject matter
of the transaction

20

POWERSTREAM
HOLDINGS LIMITED

Loan agreement under which PAO TMK shall grant a
loan to POWERSTREAM HOLDINGS LIMITED

94,217,909.37

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors.

21

TMK Overseas LLC

Loan agreement under which PAO TMK shall grant a
loan to TMK Overseas LLC

8,556,254

The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.

22

JSC Volzhsky Pipe
Plant

Loan agreement under which PAO TMK shall grant a
loan to JSC Volzhsky Pipe Plant

1,907,017,756.57

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a
member of the Counterparty’s Board of Directors, as well as the CEO and a member of the Board of Directors and Management Board of the Counterparty’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors and a member of the Management Board of the Counterparty’s management company.
4) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the
Counterparty’s Board of Directors and a member of the Board of Directors and Management Board of the Counterparty’s
management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.

23

LLC ТМК R&D Center

Loan agreement under which PAO TMK shall grant a
loan to LLC ТМК R&D Center

89,695,835.62

The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.

24

JSC Volzhsky Pipe
Plant

Loan agreement under which PAO TMK shall grant a
loan to JSC Volzhsky Pipe Plant

5,641,090,238.36
(more than 2%
of net asset
value)

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Alexander Shiryaev, the CEO and a member of the Board of Directors and Management Board, is simultaneously a
member of the Counterparty’s Board of Directors, as well as the CEO and a member of the Board of Directors and Management Board of the Counterparty’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors and a member of the Management Board of the Counterparty’s management company.
4) Andrey Kaplunov, a member of the Board of Directors and Management Board, is simultaneously a member of the
Counterparty’s Board of Directors and a member of the Board of Directors and Management Board of the Counterparty’s
management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
Percentage of PAO TMK shares owned by interested parties:
TMK Steel Holding Limited – 65.0584%, A. Shiryaev – 0.015%, A. Kaplunov – 0.0067%, A. Zimin – 0.000072%, T. Petrosyan –
0.0016%, V. Popkov – 0.001509%.
Percentage of PJSC Volzhsky Pipe Plant shares owned by interested parties: 0%.
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3Q 2019
25

PJSC TAGMET

Surety fee agreement for a surety issued by PJSC TAGMET to secure the obligations of PAO TMK under Loan
Agreement No. 45/19-R with Gazprombank (JSC) dated
March 22, 2019

19,747,000

26

PJSC Seversky Pipe
Plant

Surety fee agreement for a surety issued by PJSC
Seversky Pipe Plant to secure the obligations of
PAO TMK under Loan Agreement No. 45/19-R with
Gazprombank (JSC) dated March 22, 2019

19,747,000

27

JSC Volzhsky Pipe
Plant

Surety fee agreement for a surety issued by PJSC Volzhsky Pipe Plant to secure the obligations of PAO TMK
under Loan Agreement No. KS-30000/0006/V-19 with
Gazprombank (JSC) dated July 30, 2019

17,500,000

28

JSC Volzhsky Pipe
Plant

Amendment to the surety fee agreement for a surety
issued by PAO TMK to secure the obligations of PJSC
Volzhsky Pipe Plant under Bank Guaranty Agreement
No. 91174 with Sberbank dated December 24, 2018

1,400,000

29

POWERSTREAM
HOLDINGS LIMITED

Loan agreement under which PAO TMK shall grant a
loan to POWERSTREAM HOLDINGS LIMITED

91,670,303.10

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors.

30

LLC ТМК R&D Center

Loan agreement under which PAO TMK shall grant a
loan to LLC ТМК R&D Center

58,443,452.05

The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
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31

LLC Hermes

Surety agreement under which PAO TMK shall secure
all current and future obligations of JSC Volzhsky Pipe
Plant, PJSC Seversky Pipe Plant and PJSC TAGMET
(Debtors) to LLC Hermes under a supply agreement

32

JSC Volzhsky
Pipe Plant

Loan agreement under which PAO TMK shall grant a
loan to JSC Volzhsky Pipe Plant

2,178,045,753.42

33

JSC Volzhsky
Pipe Plant

Loan agreement under which PAO TMK shall grant a
loan to JSC Volzhsky Pipe Plant

737,787,671.23

-

Parties recognized as interested as
at the moment the transaction was agreed

Governing body that agreed to/
subsequently approved the
transaction, date of resolution

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the controlling entity of the Debtors (Beneficiaries).
2) Alexander Shiryaev, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of
Directors and a member of the Boards of Director of the Beneficiaries’ management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of Directors and a member of the Management Board of the Beneficiaries’ management company.
4) Andrey Kaplunov, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of
Directors and a member of the Board of Directors of the Beneficiaries’ management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of
Directors and a member of the Management Board of the Beneficiaries’ management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of
Directors and a member of the Management Board of the Beneficiaries’ management company.

Board of Directors,
October 07, 2019

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Alexander Shiryaev, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Board of Directors of the Counterparty’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors and a member of the Management Board of the Counterparty’s management company.
4) Andrey Kaplunov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Board of Directors of the Counterparty’s management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.

Pending approval

4Q 2019
34

LLC Hermes

Guaranty agreement under which PAO TMK and
Rockarrow Investments Limited (Guarantors) shall,
irrevocably and unconditionally, jointly secure all current
and future obligations of JSC Volzhsky Pipe Plant, PJSC
Seversky Pipe Plant and PJSC TAGMET (Debtors) to LLC
Hermes under a supply agreement

4,039,078,968.55

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the controlling entity of the Debtors (Beneficiaries).
2) Alexander Shiryaev, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of
Directors and a member of the Boards of Director of the Beneficiaries’ management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of Directors and a member of the Management Board of the management companies of the Beneficiaries and a member of the
Board of Directors of Rockarrow Investments Limited.
4) Andrey Kaplunov, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of
Directors and a member of the Board of Directors of the Beneficiaries’ management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of
Directors and a member of the Management Board of the Beneficiaries’ management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Beneficiaries’ Boards of
Directors and a member of the Management Board of the Beneficiaries’ management company.

35

VTB Bank (Europe) SE

Guaranty agreement under which PAO TMK shall guarantee the obligations of TMK-ARTROM SA (Beneficiary)
under the revolving credit facility agreement with VTB
Bank (Europe) SE dated April 16, 2019

1,487,254,981

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Beneficiary’s controlling entity.
2) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Beneficiary’s Board of Directors.
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36

TMK-ARTROM SA

Surety fee agreement for a surety issued by PAO TMK to secure the obligations of TMK-ARTROM SA under a revolving
credit facility agreement with VTB Bank (Europe) SE

9,958,186

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors.

Approval not required (transaction under RUB
500 million)

37

PJSC Sinarsky Pipe
Plant

Surety fee agreement for a surety issued by PJSC Sinarsky
Pipe Plant to secure the obligations of PAO TMK under Loan
Agreement No. 45/19-R with Gazprombank (JSC) dated
March 22, 2019

19,600,000

Approval not required (transactions under RUB
500 million)

PJSC Sinarsky Pipe
Plant

Surety fee agreement for a surety issued by PJSC Sinarsky
Pipe Plant to secure the obligations of PAO TMK under Loan
Agreement No. 3104/17 with CREDIT BANK OF MOSCOW
dated February 28, 2017

11,650,000

39

JSC Volzhsky Pipe
Plant

Surety fee agreement for a surety issued by JSC Volzhsky
Pipe Plant to secure the obligations of PAO TMK under Loan
Agreement No. 129-K-19 with Bank RRDB (JSC) dated
November 21, 2019

52,500,000

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Alexander Shiryaev, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Board of Directors of the Counterparty’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors and a member of the Management Board of the Counterparty’s management company.
4) Andrey Kaplunov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Board of Directors of the Counterparty’s management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.

38

40

PJSC Seversky Pipe
Plant

Surety fee agreement for a surety issued by PJSC Seversky
Pipe Plant to secure the obligations of PAO TMK under Loan
Agreement No. 129-K-19 with Bank RRDB (JSC) dated
November 21, 2019

52,500,000

41

JSC Volzhsky Pipe
Plant

Surety fee agreement for a surety issued by JSC Volzhsky
Pipe Plant to secure the obligations of PAO TMK under Loan
Agreement No. KS-30000/00010/V-19 with VTB Bank (PJSC)
dated December 06, 2019

17,500,000

42

LLC ТМК R&D Center

Loan agreement under which PAO TMK shall grant a
loan to LLC ТМК R&D Center

75,086,331.36

The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.

Approval not required (transactions under RUB
500 million)

43

LLC ТМК R&D Center

Loan agreement under which PAO TMK shall grant a
loan to LLC ТМК R&D Center

10,243,242.41
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44

JSC Volzhsky Pipe
Plant

Loan agreement under which PAO TMK shall grant a
loan to JSC Volzhsky Pipe Plant

2,302,169,863.01

Pending approval

45

JSC Volzhsky Pipe
Plant

Loan agreement under which PAO TMK shall grant a
loan to JSC Volzhsky Pipe Plant

2,302,169,863.01

46

JSC Volzhsky Pipe
Plant

Loan agreement under which PAO TMK shall grant a
loan to JSC Volzhsky Pipe Plant

1,379,793,205.48

47

JSC Volzhsky Pipe
Plant

Loan agreement under which PAO TMK shall grant a
loan to JSC Volzhsky Pipe Plant

3,994,115,972.59

The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Alexander Shiryaev, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Board of Directors of the Counterparty’s management company.
3) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors and a member of the Management Board of the Counterparty’s management company.
4) Andrey Kaplunov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Board of Directors of the Counterparty’s management company.
5) Tigran Petrosyan, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.
6) Vyacheslav Popkov, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of
Directors and a member of the Management Board of the Counterparty’s management company.

48

PJSC Seversky Pipe
Plant

Loan agreement under which PAO TMK shall grant a
loan to PJSC Seversky Pipe Plant

873,189,863.58

49

PJSC TAGMET

Loan agreement under which PAO TMK shall grant a
loan to PJSC TAGMET

845,405,550.57

50

POWERSTREAM
HOLDINGS LIMITED

Loan agreement under which PAO TMK shall grant a
loan to POWERSTREAM HOLDINGS LIMITED

84,395,089.50

1) The controlling entity, TMK Steel Holding Limited, is simultaneously the Counterparty’s controlling entity.
2) Andrey Zimin, a member of the Management Board, is simultaneously a member of the Counterparty’s Board of Directors.

Approval not required (transaction under RUB
500 million)
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GLOSSARY
Adjusted EBITDA

Adjusted EBITDA is determined as profit/(loss) for the period excluding finance costs and finance income, income tax (benefit)/expense, depreciation and amortization, foreign exchange (gain)/loss, impairment/(reversal of impairment) of non-current assets, movements in allowances and provisions (except for provision for bonuses), (gain)/loss on disposal of property, plant and equipment, (gain)/loss on
changes in fair value of financial instruments, share of (profit)/loss of associates and other non-cash, non-recurring and unusual items

Casing

Steel pipe used to reinforce the walls of a well

Drill pipe

Threaded seamless steel butted pipe used for well drilling

EAF

Electric arc furnace

FQM

Fine Quality Mill, a seamless rolling mill

HBI

Hot-briquetted iron

IAS

Internal Audit Service

IFRS

International Financial Reporting Standards

LDP

Large diameter pipe

Line pipe

Pipe used in the construction and workover of upstream, transmission and process pipelines

OCTG

Oil country tubular goods

OHS

Occupational health and safety

RAS

Russian Accounting Standards

SAGD

Steam Assisted Gravity Drainage

Seamless pipe

Pipe manufactured through the insertion of a solid billet in a press or a piercing mill (with subsequent hot or cold working)

TAGMET

PJSC Taganrog Metallurgical Works

Tubing

Plain-end steel pipe or steel pipe with externally upset ends for oil and gas well operation

Welded pipe

Pipes made from metal coil, plate, strip or sheet, rolled and welded and manufactured on a tube welding mill

y-o-y

Year-on-year change in a metric
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CONTACTS
COMPANY PROFILE

INVESTOR INFORMATION

AUDITOR

Full name: PAO TMK

Irina Yarotskaya
Head of Investor Relations

LLC Ernst & Young

Short name: TMK
Registered address: 40/2a Pokrovka Street, Moscow,
105062
Tel: +7 495 775 7600
Fax: +7 495 775 7601

Tel: +7 495 775 7600

Address: 77 Sadovnicheskaya Embankment, Bld. 1,
Moscow, 115035, Russian Federation

Email: ir@tmk-group.com

Tel: +7 495 755 9700

Website
Russian version: http://www.tmk-group.ru
English version: http://www.tmk-group.com

Email: Moscow@ru.ey.com

DEPOSITORY BANK

REGISTRAR

The Bank of New York Mellon Corporation

JSC R.O.S.T. Registrar

Address: 101 Barclay Street, 22 Floor, 10286, New York

Address: 18 Stromynka Street, Bld. 13, Moscow, Russian
Federation

Email: tmk@tmk-group.com
Information subject to disclosure in accordance with
Russian laws on the securities market: http://www.edisclosure.ru/portal/company.aspx?id=274

Contact person: Tatyana Vesselovskaya

LLC Ernst & Young is a member of the Self-Regulatory
Organization of Auditors Association Sodruzhestvo

Tel: +1 212 815 2867

License: 10-000-1-00264 dated December 12, 2002
(indefinite)

Email: Tatyana.Vesselovskaya@BNYMellon.com

Tel.: +7 495 771 7335
Email: rost@rrost.ru
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