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Disclaimer

This presentation does not constitute or form part of and should not be construed as, an offer to sell or issue or the solicitation of an offer to buy or 
acquire securities of Mechel OAO (Mechel) or any of its subsidiaries in any jurisdiction or an inducement to enter into investment activity. No part of 
this presentation, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any contract or commitment or investment 
decision whatsoever.  Any purchase of securities should be made solely on the basis of information Mechel files  from time to time with the U.S. 
Securities and Exchange Commission.  No representation, warranty or undertaking, express or implied, is made as to, and no reliance should be 
placed on, the fairness, accuracy, completeness or correctness of the information or the opinions contained herein.  None of the Mechel or any of its 
affiliates, advisors or representatives shall have any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of 
this presentation or its contents or otherwise arising in connection with the presentation. 

This presentation may contain projections or other forward-looking statements regarding future events or the future financial performance of Mechel, 
as defined in the safe harbor provisions of the U.S. Private Securities Litigation Reform Act of 1995. We wish to caution you that these statements are 
only predictions and that actual events or results may differ materially. We do not intend to update these statements. We refer you to the documents 
Mechel files from time to time with the U.S. Securities and Exchange Commission, including our Form 20-F. These documents contain and identify 
important factors, including those contained in the section captioned “Risk Factors” and “Cautionary Note Regarding Forward-Looking Statements” in 
our Form 20-F, that could cause the actual results to differ materially from those contained in our projections or forward-looking statements, including, 
among others, the achievement of anticipated levels of profitability, growth, cost and synergy of our recent acquisitions, the impact of competitive 
pricing, the ability to obtain necessary regulatory approvals and licenses, the impact of developments in the Russian economic, political and legal 
environment, volatility in stock markets or in the price of our shares or ADRs, financial risk management and the impact of general business and global 
economic conditions.

The information and opinions contained in this document are provided as at the date of this presentation and are subject to change without notice.



3

Financial Review
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Revenue from third parties Revenue by market 

Operating profit by segments 
$ Million

$ Million$ Million

Sales in Russia support results growth

Strong upward trends in all key 
segments

Mining and Power Segments 
demonstrate positive operating results 
throughout FY09

9,951 5,754

Steel Mining Ferroalloy Power Cons.adj. Consolidated

1,574 1,720 9,951 5,754 1,574 1,720
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Mining Segment Performance
Revenue, EBITDA 

COS structureCash costs, US$/tonne

$ Million

$1,230 mn $989 mn

Sales up 10% to $458 mn q-o-q

Administrative expenses down to 2% of 
sales in 4Q09

Operating income up 25% to $91m

EBITDA $644 mn in 4Q09 includes 
$433 mn of gain from remeasurement
of contingent obligation (CVR) linked to 
Bluestone acquisition

EBITDA margin FX and CVR adj. (rhs)
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Mining Segment Performance
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Average sales prices FCA, US$/tonneRevenue breakdown by region

Coking coal Steam coal Iron ore

4Q08 1Q09

Continuous improvement in the coking coal 
market: 

prices up 22% on the FCA basis

export sales volumes up 11%

Share of coking coal sales up to 46% of 
revenue

Price recovery for coking coal in the domestic 
market led to an increase of the its share in 
revenue

2Q09 3Q09 4Q09
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Steel Segment Performance
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Revenue, EBITDA 

COS structureCash costs, US$/tonne
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$4,219 mn $2,876 mn

Revenue grew 6% to $983 mn q-o-q

30% of 2009 revenue generated in 4Q09

Positive operating result of $105 mn in 
2H09

Net income $21 mn in 2H09

EBITDA $77 mn in 4Q09 

Operating income and EBITDA excluding 
FX and inventory NRV effect grew in 
4Q09 vs 3Q09
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Steel Segment Performance
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57% of the Group’s revenue in 4Q09

Product and market diversification helped 
to maximise economic effect

Sales of higher margin products in the 
domestic market led to increase of its 
share in revenue

Seasonal restocking in Russia led to 
decrease in rebar sales and increase in 
export of semis 

2Q09 3Q09 4Q09
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Ferroalloys Segment Performance
Revenue, EBITDA 

$ MillionFlat revenue q-o-q

Intersegment sales grew by 26% 
following increase in Steel Segment 
consumption

Operating income grows and EBITDA 
flat q-o-q after adjustment for FX and 
inventory NRV effect

Share of power and depletion in COS 
increased as own FeCr production 
ramped up
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Recovery in prices across all products:

Ni up 2% q-o-q

FeSi up 5% q-o-q

Cr up 11% q-o-q

Share of nickel sales reached 59% of 
segment revenue in 4Q09

Increased diversification in geography of 
sales forms the basis for the further growth

Revenue breakdown by region
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Sales pirce Cash costs

Power Segment Performance
Revenue, EBITDA 

COS structureAverage electricity sales prices and cash 
costs, US$/MWh $714 mn $643 mn

The 2nd largest segment by operating 
profitability and EBITDA in 2009

Revenue jumped by 46% to $165 mn in 4Q09

Gross margin increased by 82% q-o-q

Share of intra-group sales increased to 39% 
as production in other segments recovers

EBITDA up 3.7x to $25 mn in 4Q09

$10 mn Net Income in 4Q09

$ Million
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Improving Financial Performance

Revenue, EBITDA and Net profitRevenue Dynamics
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$ Million

Four consecutive quarters of sustainable growth in revenue

Revenue increased by 9% in 4Q09

$998 mn EBTIDA for the FY09

$74 mn Net income attributable to shareholders of Mechel for the FY09

Full year results include $494 mn of gain from remeasurement of contingent 
obligation (CVR) linked to Bluestone acquisition 

15%683
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Cash Generation Capacity

Net Cash Flow
$ Million

2007 2008 2009

FY Operating CF of $562 mn with $610 mn from changes in working capital 

Scheduled debt amortisation serviced out of operating cash flow, as capex is financed 
through long-term instruments

$415 mn cash balance as of December 31, 2009

Operating CF reinvested into working capital to facilitate growth of sales

Operating cash flow
$ Million
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Debt Profile
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EBITDA, FFO and Net Debt

Loans repayment schedule as of April 1, 2010
$ Million

Growing EBITDA improves debt service 
ratios

In 1Q10 $480 mn of short-term debt 
extended beyond 2010

$329 mn of unutilized committed long-
term facilities as of December 31, 2009

Working capital requirements fully 
covered with existing loan commitments 
and public market instruments in 2010



15

Financial Results Overview

US$ million unless 
otherwise stated

4Q09 3Q09 Change, %

Revenue 1,720 1,574 9%

Cost of sales (1,150) (1,037) 11%

Gross margin 33.2% 34.2%

Operating profit 131 155 -15%

Operating margin 7.6% 9.9%

EBITDA 683 420 63%

EBITDA margin 39.7% 26.7%

Net Income 414 132 214%

Net Income margin 24.0% 8.4%

Sales volumes*, ‘000 tonnes
Mining segment 4,800 5,099 -6%

Steel segment 1,774 1,870 -5%

* Includes sales to the external customers only




