
All EDGES 
of SuccESS

AnnuAl Review of MMC  noRilsk niCkel foR 2011



All Edges of Success 2

 ▸ About the Company 6

 ▸ Operational and Financial Indicators 8

 ▸ Norilsk Nickel Across the World 10

 ▸ Letter from Chairman of the Board of Directors 12

 ▸ Letter from General Director 14

 ▸ Key Events of 2011 16

1. Organisational Structure 30

2. Review of Operating Performance 46

 ▸ Mineral Resources and Geological Exploration 47

 ▸ Mining, Enrichment, Smelting and Refining 63

 ▸ Capital Investments 74

 ▸ Strategy 80

3. Review of Sales Performance 84

 ▸ Nickel Market 90

 ▸ Copper Market 94

 ▸ Palladium Market 97

 ▸ Platinum Market 101

4. Review of Financial Performance 104

5. Corporate Governance and Stock Markets 122

 ▸ General Meeting of Shareholders 123

 ▸ Board of Directors and its Committees 125

 ▸ General Director and Management Board 138

 ▸ Internal Control System 144

 ▸ Risk Management System 145

 ▸ Share Capital and Stock Markets 152

 ▸ Dividends 157

6. Social Responsibility 162

 ▸ Human Resources and Social Policy 163

 ▸ Environmental Protection 171

 ▸ Project on Reduction of SO2 Emissions 180

Consolidated Financial Statements for 2011 182

Appendix 1 Glossary 249

Appendix 2 Abbreviations and Acronyms 254

Appendix 3 Measurement Units Conversion 256

Contacts 257

DiSClAiMER

This Annual Review has been prepared based on the information available to the Open Joint Stock Company Mining 
and Metals Company Norilsk Nickel (hereinafter, MMC Norilsk Nickel or the Company) and its subsidiaries (hereinafter, 
Norilsk Nickel or the Group) as at the issue date.

This Annual Review includes certain forward-looking statements with respect to the Group’s operations, economic 
indicators, financial position, results of operating and production activities, its plans, projects and expected results, 
as well as the trends related to commodity prices, production and consumption volumes, costs, estimated expenses, 
development prospects, useful lives of assets, reserve estimates and other similar factors and economic projections 
with respect to the industry and markets, start and completion dates of certain geological exploration and production 
projects, and liquidation or disposal of certain entities (including related costs).

Words such as «intends», «strives», «projects», «expects», «estimates», «plans», «considers», «assumes», «may», «should», 
«will», «continues» and other words with similar meanings usually indicate the forward-looking nature of the statement.

These forward-looking statements, due to their specific nature, involve inherent risks and uncertainty, and there is a 
possibility that the assumptions, expectations, intentions and other projection statements may never come to life. in 
the light of the above risks, uncertainties and assumptions, the Company notifies that the actual results may differ 
significantly from the indicated, directly or indirectly, in the said forward-looking statements that are effective only at 
the date of this Annual Review.

The Company neither confirms nor guarantees that the results indicated in these forward-looking statements will be 
achieved. Norilsk Nickel accepts no responsibility for any losses that may be incurred by any individual or legal entity 
by their reliance on the forward-looking statements. Each particular forward-looking statement represents one of the 
numerous development scenarios and should not be treated as the most probable one.

in particular, other factors that may affect the starting date of construction or production, estimated expenses and 
volume of production, useful lives of assets include the possibility of deriving profit from production, the effect of 
exchange rate changes on commodity prices of the goods produced, activities of the government authorities in the 
Russian Federation and other jurisdictions where the Group explores, develops or uses the assets, including changes in 
tax, environmental and other laws and regulations. This list of significant factors is not exhaustive.

When considering forward-looking statements, the above factors should be carefully considered and taken into account, 
in particular, the economic, social and legal obligations of the Group’s activities.

Except for cases directly provided for by the applicable laws, the Company does not assume any obligations to publish 
updates and amendments to the forward-looking statements, based on either new information or subsequent events.

TAblE of conTEnTS
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12 minErAlS,
including 4 key metals – 
nickel, copper, platinum, 
and palladium 

Production assets on 

3 continents in 

5 countries 

№1 
nickel and palladium  
producer in the world

> 60 уEArS
mine life  
(based on M&I resources)

$ 7,239 
million
EBITDA

51%
EBITDA MARGIN

Ni Cu Pd Pt Co

№1
mining and metals  
company in Russia  
by market capitalisation



5.4 million 
tonnes 
P&P nickel reserves in Russia

647 thousand 
tonnes   
P&P nickel reserves  
internationally

> $ 10 
billion
was paid-out 
to shareholders in 2011

∼$ 2  

billion
CAPEX in 2011

∼$ 600 
million
spent on environmental  
projects in 2011

> 81 
ThouSAnD 
people employed by 
Company

stRAtegy  
till 2025

Growth of metals 
output

International 
expansion

Product 
diversification 

Vertical  
integration 

Safeguarding 
competitive 
advantages

Maximisation  
of shareholder 
value 
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Norilsk Nickel is the leader of the Russian 
mining and metals industry, the world’s largest 
producer of nickel and palladium and one of 
the world’s leading producers of platinum and 
copper. It also produces various by-products, 
such as cobalt, rhodium, silver, gold, iridium, 
ruthenium, selenium, tellurium and sulphur.

The Group’s core operations include 
prospecting, exploration, extraction, 
metallurgical processing and refining of 
minerals, as well as production, marketing 
and sale of base and precious metals. The sales 
geography covers more than 20 countries.

 Our Mission

Our mission is to strengthen our leadership 
position in the global mining and metals 
industry and our role as a reliable producer and 
supplier of base and precious metals.

 Our Strategy

Our strategy is to create long-term shareholder 
value founded in effective use of unique 
mineral resources, stability of operating 
costs, realisation of growth potential through 
prospecting, exploration and development of 
world-class mineral deposits, strengthening the 
leading positions on the metals markets and 
promotion of stable development in the regions 
of operations. 

AbouT ThE compAny 

 ▸ ThE GROUP’S ShARE

1%
of Russia’s GDP

2%
of Russia’s export

3%
of Russia’s  
industrial  
production

ThE compAny’S poSiTion on KEy mArKETS

 ▸ NiCkEl-PRODUCiNG COMPANiES (%)  ▸ COPPER-PRODUCiNG COMPANiES (%)

 ▸ PAllADiUM-PRODUCiNG COMPANiES (%)  ▸ PlATiNUM-PRODUCiNG COMPANiES (%)

 ▸ RhODiUM-PRODUCiNG COMPANiES (%) ▸ CObAlT-PRODUCiNG COMPANiES (%)

Source: Company’s data
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13,297

12,126

8,075

2011

2010

2009

59

62

51

2011

2010

2009

3,626

3,089

2,651

2011

2010

2009

20.8

18.8

14.9

2011

2010

2009

(3,514)

2,608

(1,685)

2011

2010

2009

51

56

49

7,239

7,209

4,198

2011

2010

2009

2011

2010

2009

 ▸ NET DEbT  
(USD MilliON)

 ▸ REvENUE FROM METAl SAlES   
(USD MilliON)

 ▸ GROSS PROFiT/REvENUE  
(%)

 ▸ EbiTDA  
(USD MilliON)

 ▸ EbiTDA MARGiN  
(%)

 ▸ EARNiNGS PER ShARE  
(USD)

 ▸ NET PROFiT 
(USD MilliON)

+10%

377,944

388,872

402,214

695

694

656

2,806

2,861

2,787

295,096

297,329

282,894

2011

2010

2009

2011

2010

2009

2011

2010

2009

2011

2010

2009

minErAl rESErvES AnD rESourcES

707,241,000
proven and probable

 ▸ ORE (TONNES)

2,444,304,000
measured and indicated

 ▸ ORE (TONNES)

6,040,850
proven  
and probable

 12,721,300
measured  
and indicated

8,316,100
proven  
and probable

 17,047,000
measured  
and indicated

58,737,000
proven  
and probable

136,428,000
measured  
and indicated

15,563,000
proven  
and probable

38,938,000
measured  
and indicated

 ▸ NiCkEl (TONNES)

 ▸ COPPER   
(TONNES)

 ▸ NiCkEl  
(TONNES)

 ▸ PlATiNUM  
(‘000 Oz)

 ▸ PAllADiUM  
(‘000 Oz)

 ▸ COPPER (TONNES)  ▸ PAllADiUM* (Oz)  ▸ PlATiNUM* (Oz)

Note:
* Excluding PGMs reserves (resources) of international assets.

mETAl proDucTion 

opErATionAl 
inDicATorS

finAnciAl  
inDicATorS

Operational and Financial 
Indicators

+17%

AbouT ThE compAny
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PITTSBURGH

LONDON

NN HARJAVALTA
Ni-refining plant

ZUG

BEIJING

SHANGHAI

HONG KONG

GIPRONICKEL INSTITUTE 

KOLA MMC
Production Ni/Cu/PGMs

POLAR DIVISION 
Production Ni/Cu/PGMs

LAKE JOHNSTON
Production Ni-concentrate

CAWSE, BLACK SWAN 
Suspended production 

TATI NICKEL 
Production Ni-concentrate

NKOMATI NICKEL
Production Ni-concentrate 
and chromium ore

Operating assets of the Group are located 
on three continents in five countries – 
Russia, Australia, Botswana, Finland and 
South Africa.

norilSK nicKEl  
AcroSS ThE worlD

Norilsk Nickel  
across the world

Europe Asia

North America Russia

54%

13%

23%

10%

Copper

50%

25%

15%

9%1%

Nickel Palladium Gold

Platinum

 ▸ REvENUE bREAkDOWN  
by GEOGRAPhy

 ▸ REvENUE bREAkDOWN  
by METAl

convEnTionAl SymbolS

Operating asset

Plant

Sale distribution network

R&D center

AbouT ThE compAny
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lETTEr from  
chAirmAn of ThE boArD  
of DirEcTorS

Dear Shareholders!

The reporting period was characterised by 
stability of the national economy. Meanwhile, 
last year MMC Norilsk Nickel once again 
clearly demonstrated its ability to successfully 
deal with challenges that inevitably emerge 
in volatile global markets. The Company’s 
impressive results provide solid evidence of hard 
and efficient work of the management and the 
Board of Directors.

A significant achievement of 2011 was the 
approval of the Company’s Production and 
Technical Development Strategy for the 
period till 2025 targeting the transformation 
of the Company in top-5 global miners 
by market capitalisation. The majority of 
capital expenditures shall be spent on the 
development of mineral resource base, 
enrichment and production facilities. The big 
focus of the strategy is the implementation of 
environmental projects at local, national and 
global scale.

The strategy defines the long-term direction 
of development of the Company. And what is 
really important is that we committed a lot of 
time and effort to master this strategy, having 
avoided the inducement of focusing solely on 
short-term goals.

Another remarkable milestone that I would 
like to highlight is a major breakthrough in 
the area of mitigation of the environmental 
impact of the Company’s activity. We have 

Letter from Chairman  
of the Board of Directors

approved the long-term strategy which will 
allow us to achieve international standards in 
environmental performance. I think that MMC 
Norilsk Nickel being one of the leading Russian 
industrial companies is setting an excellent 
example to follow. The Company devotes 
primary attention to the resolution of ecological 
issues, modernisation of production facilities, 
sustainable practice and constructive co-
operation with local communities.

The world continues to face uncertainty. There 
is no guarantee that 2012 will be a simple year. 
But I believe that having adopted such approach 
and implementing the highest standards 
of corporate governance, we can deal with 
any challenges and continue our sustainable 
development in the interests of all shareholders 
of the Company.

I would like to thank all employees of MMC 
Norilsk Nickel and the management team 
led by General Director – Chairman of the 
Management Board Vladimir Strzhalkovsky 
for their hard work, as well as shareholders of 
the Company – for strong support. I would like 
to express my confidence in the success of our 
future joint effort! 

Andrey Bougrov,
Chairman of the Board of Directors 
MMC Norilsk Nickel

AbouT ThE compAny
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lETTEr from GEnErAl 
DirEcTor 

“Achieving strong financial and production results, the Company’s management 
is strongly committed to work in the interests of all shareholders, employees and 
local communities where MMC Norilsk Nickel operates”. 

Letter from General Director 

Dear Shareholders!
At the end of 2011 the Board of Directors of 
MMC Norilsk Nickel approved the Company’s 
Production and Technical Development 
Strategy for the period till 2025. This is the 
core document setting out our goals and 
targets – very ambitious, but yet realistic. 
By 2025 MMC Norilsk Nickel should become 
a top-5 global mining and metals company 
by market capitalisation and EBITDA. The 
strategy envisages vast expansion of the 
mineral resource base, enrichment and 
smelting facilities, modernisation of core assets, 
enhancement of infrastructure facilities on the 
back of lower ecological footprint. One of the 
key factors in ensuring our stable development 
is product and geographical diversification. 
The overall capital budget of the Company 
envisaged by the strategy is over USD 35 billion.

Meanwhile, even before the strategy was 
approved the Company was consecutively and 
methodically modernising enrichment and 
smelting facilities at core production assets in 
Russia as well as internationally. We continued 
building new ore mining facilities. In particular, 
we commissioned the second start-up complex 
at the Taymyrsky mine. We proceeded to the 
next stage in development of the Bystrinskoye 
deposit – the construction of access roads to 
the mining and enrichment plant. In Norilsk, we 
continue further implementation of the project 
on use of tailings for backfilling of mined-out 
space of Talnakh mines. 

We are proceeding with the optimisation of our 
international assets. As a result of restructuring 
of the management system we have managed 
to re-launch the enrichment plant and the 
Maggie Hays mine at the Lake Johnston 
operation in Australia.

We also continue development of infrastructure 
facilities. In 2011, a unique arctic tanker Yenisey 
was added to the Company’s Arctic fleet. This 
tanker is able to navigate through ice up to 1.5 m 
thick without ice-breaker’s assistance. By now 
the Company is in a position to arrange supplies 
of oil products to Norilsk industrial region 
on year-round basis as well as to export gas 
condensate to Europe from the Pelyatkinskoye 
gas deposit. This represents a new step in our 
strategy of enhancing the Company’s logistics 
independence.

MMC Norilsk Nickel has safeguarded its 
leadership position in social responsibility 
practice. Following the launch of corporate jet 
project allowing the reduction of travel costs 
of our employees, the Company has initiated 
programmes “Our Home” and “My Home” in 
order to attract and retain the best specialists 
in north areas of Company’s operations. These 
actions are providing favorable conditions for 
the inflow of qualified professionals to the 
Company’s core assets.

The Company has chosen the contractor to 
implement the full scale environmental project 
on reduction of sulphur dioxide emissions 
at the Polar Division. We consider this as an 
important milestone in the environmental 
protection activity. The Company is targeting 
the utilisation of at least 95% of sulphur dioxide. 

Total investments will comprise USD 2 billion. 
And the Company’s environmental efforts are 
not limited by the single project. 

As compared to 2010, the emissions of solid 
substances were reduced by 448 tonnes due to 
modernisation, current and capital repair of the 
dust-cleaning equipment. Meanwhile, the most 
noticeable reduction was achieved in emissions 
of metal-containing dust (by 8%), nickel oxide 
(by 9%), copper oxide (by 15%), and lead (by 13%). 

Sulphur dioxide emissions at Kola MMC were 
decreased by 5% thanks to reduction of 
emissions at the Monchegorsk industrial site 
and launch of the first briquetting line at the 
Zapolyarny site. 

We completed the construction of key facilities 
of enlarged tailing storage Lebyazhye in order 
to secure environmentally safe stockpiling 
and storage of tailings. The first start-up 
complex was commissioned on backfilling of 
tailings of the Talnakh Enrichment Plant at 
the Komsomlsky mine with the capacity of 
approximately 250 thousand m³ of tailings per 
year.

The Company’s total spending on ecological 
programmes in 2011 exceeded RUB 17 billion.

Vladimir Strzhalkovsky,
General Director – Chairman of the Management Board
MMC Norilsk Nickel

AbouT ThE compAny
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Logistics 2011” in Munich, one 
of the most representative 
and reputable global industrial 
forums. The Company 
presented its transport 
infrastructure in connection 
with the expected significant 
increase of cargo shipment 
from Europe, South-East Asia 
and USA to the Company’s 
enterprises. 

MMC Norilsk Nickel 
announced the launch of new 
scheduled flights of Taimyr 
corporate airlines (under 
NordStar trademark) from 
Krasnoyarsk. 

Standard and Poor’s removed 
MMC Norilsk Nickel from 
Credit Watch Negative (rating 
subject to revision) and 
confirmed the Company’s 
long-term corporate credit 
rating at the level «BBB-» 
and Russia’s national scale at 
«ruAA+» level. The outlook is 
Negative. 

June

Lake Johnston in Australia 
finalised the pre-launch 
works at the mine and 
enrichment plant. The 
enrichment plant was started 
up in normal mode, with its 
designed capacity achieved 
in the second half of 2011. 
In 2011, the enterprise has 
produced 13 thousand tonnes 
of nickel concentrate for 
the Company’s processing 
facilities in Finland. 

The Annual General Meeting of 
Shareholders of MMC Norilsk 
Nickel was held in Moscow 
on June 21, 2011. Shareholders 
approved the Annual Report 

of the Company for 2010 
and annual accounts, voted 
for distribution of dividends 
based on the Company’s 
performance in 2010 at RUB 
180 per share and elected new 
Board of Directors. 

July

Launch of Maggie Hays mine 
by Lake Johnston in Australia 
with production capacity of 
1.2 million tonnes of ore per 
annum and average nickel 
grade of 1.35%.

August

Corbiere Holdings Ltd. 
completed open market 
purchase of ordinary shares 
and ADRs of MMC Norilsk 
Nickel for the total amount of 
up to USD 1.2 billion. Under this 
programme, Corbiere Holdings 
Ltd. purchased ca 2.38% shares 
and ADRs of the Company.

MMC Norilsk Nickel launched 
corporate scholarships for 
students who succesfully 
completed work training 
and practice at the 
Company’s enterprises under 
the corporate initiative 
“Professional Start” intended 
to attract younger staff.

September 

MMC Norilsk Nickel 
announced the introduction of 
special lending for employees 
of the Group’s enterprises in 
Norilsk and Taimyr (Dolgano-
Nenets) municipal district.

MMC Norilsk Nickel was re-
certified as a safe operator 
of ships maintaining the 

environmental damage 
prevention system. This 
certification allows the 
Company to further use 
its ships in Russia and 
internationally during the next 
five years.

MMC Norilsk Nickel started 
implementation of new 
corporate programme 
“My Home” with RUB 950 
million budget for 2011. The 
programme covers employees 
of subsidiaries and affiliates of 
the Company based in Norilsk 
city, Taimyr municipal district 
of Krasnoyarsk region, and 
Murmansk district. 

MMC Norilsk Nickel opened 
the second supermarket in 
Norilsk. In Norilsk industrial 
region, the Company is 
establishing the network of 
proprietary supermarkets 
under Sunflower trademark 
as a part of the social 
project designed to ensure 
sustainable supply of this 
region with high-quality 
food and low-cost household 
goods.

The Board of Directors 
approved purchase by Norilsk 
Nickel Investments Ltd. (100% 
subsidiary of MMC Norilsk 
Nickel) of the Company’s 
shares and ADRs  totaling up 
to 14,705,882 shares or 7.71% of 
its share capital. The purchase 
price would amount to USD 
306.00 per share and USD 30.6 
per ADR, for the total amount 
of up to USD 4.5 billion. 

Standard and Poor’s removed 
MMC Norilsk Nickel from 
Credit Watch Negative (rating 
subject to revision) and 

KEy EvEnTS of 2011

January

Within the programme of port 
fleet modernisation for the 
Polar Transportation Division 
of MMC Norilsk Nickel the 
construction of 1,100 tonnes 
liquid fuel vessel was started.

February

The VII regional Corporate 
Forum of MMC Norilsk Nickel 
was held in Norilsk city. It is an 
annual meeting of workforce 
representatives and the 
management of the Company, 
where the Company presents 
its further production, 
investment, and social plans.

MMC Norilsk Nickel made 
to UC RUSAL Investment 
Management LLC a sale offer 
for USD 12.8 billion with regard 
to 20% shares in the Company; 
UC RUSAL declined the offer.

March

MMC Norilsk Nickel declared an 
international tender to select a 
contractor for implementation 
of world’s best practices in 
utilisation of sulphur dioxide 
generated by the Copper Plant 
and Nadezhda Metallurgical 
Plant. This programme 
targets utilisation of at least 
95% sulphur dioxide from the 
smelting facilities’ waste gases. 

MMC Norilsk Nickel signed 
the Joint Action Plan with 

Rosprirodnadzor for support 
of activities intended to 
reduce negative impact of air 
pollutant emissions  in Norilsk 
city.

Fitch Ratings agency 
confirmed the long-term 
foreign currency issuer default 
rating (IDR) for Norilsk Nickel 
at «BBB-» level, short-term 
foreign currency IDR at 
«F3» level, with “stable” IDR 
outlook.

MMC Norilsk Nickel won the 
All-Russian Contest “The 
Best Russian Enterprises. 
Dynamism, Performance, 
Responsibility – 2010” 
arranged by the Russian 
Union of Industrialists 
and Entrepreneurs, in the 
nomination “For Consistent 
Development and Increased 
Quality of Nonfinancial 
Reporting”, the “Social 
Responsibility” sector.

MMC Norilsk Nickel exchanged 
82.7% in OJSC OGK-3 for a stake 
in OJSC INTER RAO UES. As a 
result, the Company increased 
its holdings in OJSC INTER RAO 
UES up to 14.2%.  

MMC Norilsk Nickel and the 
South African Department 
of Mineral Resources 
signed the Declaration 
of Strategic Partnership 
for implementation of 
prospective projects in South 
Africa related to development 

of mineral assets. As part of 
this strategic partnership, the 
South African Department 
of Mineral Resources 
approved the engagement 
of MMC Norilsk Nickel in 
establishment of the National 
Mining and Prospecting Fund 
jointly with South African 
Industrial Development 
Corporation. The Fund will be 
targeting the expansion of the 
Company’s mineral resource 
base in South Africa. 

April

Corbiere Holdings Ltd., an 
indirect 100% subsidiary of 
MMC Norilsk Nickel, issued 
press release stating that 
Corbiere Holdings Ltd. 
completed the aquisition of 
common shares and ADRs of 
MMC Norilsk Nickel for the 
total amount of USD 3.3 billion. 

May

MMC Norilsk Nickel and 
Indonesian company 
Nusantara Smelting Inc. 
signed the Memorandum 
of Understanding providing 
the framework for their 
partnership in construction 
of smelter with capacity of 
up to 400 thousand tonnes 
of copper per annum and the 
development of copper-nickel 
ore deposit in Indonesia. 

MMC Norilsk Nickel took part 
in exhibition “Transport and 
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of expenses for independent 
Directors of MMC Norilsk 
Nickel.

MMC Norilsk Nickel has 
enlarged the social package 
for its employees in the Far 

North regions by providing 
them with a right to reimburse 
their travel expenses on 
annual vacation. Starting from 
January 1, 2012, such annual 
compensation will be available 
for more than 100 thousand 

employees and their families. 
The Company’s annual 
expenses for this purpose are 
expected to exceed RUB 2.5 
billion.

confirmed the Company’s 
long-term corporate credit 
rating at the level «BBB-» 
and Russia’s national scale at 
«ruAA+» level. The outlook is 
Negative. 

Under the Agreement 
on cooperation with 
Rosprirodnadzor, MMC 
Norilsk Nickel held the 
international conference 
in Norilsk “Protection 
of Environment and the 
Industrial Operations in the 
North”. The parties prepared 
the action plan to ensure 
significant reduction of 
sulphur dioxide emissions by 
Polar Division of the Company 
by late 2015. The Company 
allocated RUB 75 billion to 
resolution of environmental 
issues from 2004 to 2010. 

MMC Norilsk Nickel accepted 
for service a unique ice class 
oil tanker Yenisei (ARC7 in 
the PMPC classification) 
built under the project 
for development of the 
Company’s proprietary Arctic 
fleet. The tanker is capable to 
navigate through ice of up to 
1.5 m thick without an ice-
breaker and perform loading 
operations in remote areas 
and unfitted Arctic port 
locations. 

The Company’s diesel electric 
ship Zapolyarny departed from 
Dudinka seaport to Shanghai. 
It was the first time that 
the marine border crossing 
authorisation procedure was 
completed at checkpoint in 
Dudinka port.  

October

MMC Norilsk Nickel disclosed 
its non-audited IFRS financial 
results for six-month period 
ended on June 30, 2011.

MMC Norilsk Nickel started 
the syndication of pre-export 
5-year credit facility in the 
amount of up to USD 1.5 billion 
for financing general corporate 
purposes.

MMC Norilsk Nickel 
proceeded to the next stage 
in the development of the 
Bystrinskoye deposit that 
includes construction of access 
roads to the Bystrinsky mining 
and enrichment plant.

The Board of Directors of 
MMC Norilsk Nickel approved 
the Company’s Industrial 
and Technical Development 
Strategy for the period till 
2025. In accordance with the 
document, MMC Norilsk Nickel 
will strive to rank among the 
world’s top-5 mining and 
metals companies in terms 
of market capitalisation 
and EBITDA. The Strategy 
provides for vast expansion 
of the mineral resource 
base, enrichment, smelting 
and refining facilities, 
modernisation of core assets, 
reduction of environmental 
footprint and enhancement 
of infrastructure facilities. 
It also envisages strategic 
product diversification. The 
total investments of the 
Company in implementation 
of the Strategy between 2011 
and 2025 are expected to reach 
USD 35 billion.

December 

MMC Norilsk Nickel was 
successfully re-certified for 
compliance of its Corporate 
Integrated Management 
System (quality and 
environment issues) (CIMS) 
with ISO 9001:2008 and ISO 
14001:2004 international 
standards. 

MMC Norilsk Nickel 
approved the budget for 
2012 providing for full-scale 
investment programme of 
more than USD 3 billion to 
boost development of its 
mineral base, concentration 
and smelting facilities, 
modernisation of core 
assets and development of 
infrastructure. 

Norilsk Nickel Investments 
Ltd. (100% subsidiary of MMC 
Norilsk Nickel) announced that 
it finished the purchase of the 
Company’s shares and ADRs 
at USD 306.00 per share and 
USD 30.6 per ADR. As a result, 
about 7.7% of the Company’s 
share capital was purchased.

The Board of MMC Norilsk 
Nickel decided to hold two 
Extraordinary General 
Meetings of Shareholders 
in absentia on February 1, 
2012 and February 3, 2012. 
The agenda of the meeting 
scheduled for February 1, 
2012 included approval of 
amendments to the Charter 
of MMC Norilsk Nickel. 
The agenda of the meeting 
scheduled for February 3, 2012 
included establishment of 
numeration and compensation 
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MMC Norilsk Nickel is a world leading vertically 
integrated mining and metals company. In addition 
to operating assets, the Company possesses sales 
and marketing network in major regions of the world, 
energy assets ensuring the security of energy supply to 
the Company’s operations, proprietory research and 
development assets and the unique Arctic fleet.
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get enriched nickel and copper concentrates. 
Nickel concentrate is being roasted, restored 
and smelted and after that in the form of anode 
nickel transferred for electrolytic refinement. 
Copper concentrate after flotation separation 
of high-grade matte is transferred to the 
Nadezhda Metallurgical Plant to produce 
anode copper.    

The Copper Plant processes the entire volume 
of copper concentrates produced by the Norilsk 
and Talnakh Enrichment Plants and copper 
anodes from the Nadezhda Metallurgical Plant 
to produce commercial copper, elementary 

sulphur and sulphuric acid products. Ore 
copper concentrate is being smelted in 
Vanukov furnaces in order to get blister and 
then anode copper. Anode copper from the 
Copper Plant and Nadezhda Metallurgical 
Plant is transferred to the electrolysis shop to 
produce commercial cathode copper. 

The Metallurgical Shop, which is a division of 
the Copper Plant, recycles sludge from the 
copper and nickel electrolysis shops to produce 
precious metals concentrate, metallic silver, 
selenium and tellurium.

Talnakh

Kayerkan

Norilsk

Dudinka

RUSSIA

Yenisei River

Pyasino lake
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ENRICHMENT PLANT
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 ▸ kEy OPERATiNG ASSETS OF ThE POlAR DiviSiON
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mininG AnD mETAlS  
buSinESS uniT

Goal: to ensure a stable output at minimal cost and 
to comply with the approved production plans. 

Key objectives for achieving this goal are the 
development of mineral reserves and optimisation 
of the Group’s production capacities.

The mining and metals business unit includes 
mining, concentration and metallurgical assets 
located in Russia in the Taimyr and Kola Peninsulas, 
in Australia, Botswana, Finland and South Africa.

 Russia

 ▸ polar Division

location: the Taimyr Peninsula, on the 69th 
parallel north above the Arctic Circle. The 
Taimyr Peninsula is linked to other regions of 
the country via the Yenisei River, the Northern 
Sea Route as well as by air.

Four mining units in the Polar Division, 
composed of six underground mines and an 
open pit, extract sulfide copper and nickel ores 
from the Oktyabrskoye, Talnakh and Norilsk-1 
deposits. The ores mined contain nickel, 
copper, palladium, platinum, cobalt, gold and 
other useful components.

The underground development is conducted 
by the system of a floor forced failure of mined 
rock with one-stage excavation. Development 
of the Talnakh and Oktyabrskoye deposits 
are carried out by the Taimyrsky, Oktyabrsky 
and Komsomolsky mines. During the mining 
process layer and chamber systems of 
development with backfilling are used.

Ores are enriched at the Talnakh and Norilsk 
Enrichment Plants. The Talnakh Enrichment 
Plant processes rich and cuprous ores mined 
at the Talnakh and Oktyabrskoye deposits 
to produce nickel, copper and pyrrhotite 
concentrates. The main technological 
operations are crushing, breaking, flotation 
and thickening. 

The Norilsk Enrichment Plant processes the 
entire volume of disseminated and cuprous 
ores from the Talnakh and Oktyabrskoye 
deposits, as well as stockpiled pyrrhotite 
concentrate to produce nickel and copper 
concentrates. The main technological 
operations are crushing, breaking, gravitation 
and flotation enrichment and thickening. 

Thickened concentrates from the Talnakh and 
Norilsk Enrichment Plants are transferred by 
hydrotransport for further processing at the 
metallurgical facilities.

The metallurgical facilities of the Polar 
Division include the Nadezhda Metallurgical 
Plant, as well as the Nickel and Copper Plants.

The Nadezhda Metallurgical Plant processes 
all the nickel and pyrrhotite concentrates 
produced by the Talnakh Enrichment Plant, 
some of the nickel concentrate from the 
Norilsk Enrichment Plant (about 15%) and 
all copper concentrate from the high-grade 
matte separation area of the Nickel Plant 
in order to produce high-grade matte, 
copper anodes and elementary sulphur. 
Ore concentrates of the enrichment plants 
and sulphur-sulphide concentrate after the 
process of autoclave leaching of pyrrhotite 
concentrate are transferred to the flash 
smelting furnace. The received matte is 
converted to high-grade matte. 

The Nickel Plant processes the largest 
part of the nickel concentrate produced 
by the Norilsk Enrichment Plant (about 
85%), all enriched stockpiled pyrrhotite 
concentrate and some high-grade matte 
from the Nadezhda Metallurgical Plant in 
order to produce commercial nickel and 
cobalt products. Ore nickel concentrate 
after agglomeration is transferred for ore-
thermal smelting. The received matte is 
being converted. High-grade matte from 
the Nickel Plant and a part of the converted 
matte from the Nadezhda Metallurgical 
Plant goes through flotation separation to 
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 ▸ Kola mmc

location: the Kola Peninsula

Kola MMC is the largest industrial producer in 
the Murmansk region and is fully integrated 
into the transport infrastructure of the North-
Western Federal District of Russia.

Kola MMC develops the Zhdanovskoye, 
Zapolyarnoye, Kotselvaara and Semiletka 
deposits. Two mines extract disseminated 
sulfide ores containing nickel, copper and other 
valuable minerals.

Extracted ore is processed at the Enrichment 
Plant, producing collective copper and 

nickel concentrate. The Enrichment Plant 
produces copper and nickel concentrate that 
is transferred to the roasting section of the 
smelting shop for further processing. Received 
matte is converted to high-grade matte. 

Kola MMC’s refining capacities at 
Monchegorsk process both the Kola Peninsula 
high-grade matte as well as high-grade 
matte received from the Polar Division using 
the same technologies as those used at the 
Nickel and Copper Plants of the Polar Division. 
Besides, some amount of nickel is produced 
by carbonyl technique. The key products 
are electrolytic nickel and copper, carbonyl 
nickel, cobalt concentrate, precious metal 
concentrates and sulphuric acid.

 ▸ bystrinskoye mining company 

location: Gazimuro-Zavodsky district, 
Zabaykalsky region.

Bystrinskoye Mining Company holds licenses for 
the Bystrinskoye, Kultuminskoye, Lugokanskoye 
and Solonechenskoye deposits.

 ▸ bugdainsky rudnik

location: Aleksandrovsko-Zavodsky district, 
Zabaykalsky region.

Bugdainsky Rudnik holds licenses for the 
Bugdainskoye deposit.

 Australia

 ▸ black Swan

location: 53 km north-east from Kalgoorlie, 
Western Australia.

It includes the Silver Swan underground nickel 
mine which mines a small ore body with high 
nickel grade and the Black Swan open pit mine 
which mines disseminated sulfide ores with a 
lower nickel grade.

The mining operation also includes an enrichment 
plant and auxiliary infrastructure, which consists 
of a warehouse, tailing storage, a waste clump 
and a retention pond.

 ▸ kEy OPERATiNG ASSETS OF kOlA MMC
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In late 2008 – early 2009, Black Swan operations 
were suspended due to unfavorable economic 
conditions.

 ▸ cawse

location: 50 km from Kalgoorlie, Western 
Australia.

Norilsk Nickel Cawse is a lateritic nickel project 
which includes an open pit mine and ore 
leaching facility. 

The company uses traditional mining and 
concentration technologies combined with a 
high pressure acid leaching technology (HPAL 
technology).

In 2008, Cawse operations were suspended due 
to unfavorable economic conditions.

In 2011, the Gipronickel Institute explored 
options for adapting Cawse’s facilities to 
use a new hydrometallurgical technique. 
The plant was expected to be reoriented 
towards the processing of sulfide feedstock 
from the Group’s other Australian Divisions. 
As a result, the Group plans to produce a rich 
semi-product, namely nickel hydroxide with 
a nickel content of about 50%, which allows 
removing a smelting process and shipping 
the semi-product directly for refining. This 
technique is expected to contribute to the 
optimisation of the Australian enterprises’ 
whole production chain: a reduction of metal 
production costs and significant savings due 
to logistics.

 ▸ lake Johnston

location: 540 km from Perth, Western Australia. 

The operation includes an underground mine 
and enrichment plant.

The enrichment plant processes mined 
ore using the traditional sulfide flotation 
technique. The capacity of the enrichment 
plant is 1.5 million tonnes of ore per annum.

In 2009, Lake Johnston operations were 
suspended due to unfavorable economic 
conditions. 

During 2011, restoration work was 
performed both at the mine and enrichment 
plant. As a result, the operation was 
commissioned and achieved its designed 
capacity. The amount of production in 2011 
exceeded 1.7 thousand tonnes of nickel in 
concentrate.  

 ▸ waterloo

location: 35 km south of Leinster, Western 
Australia, and 5 km north from the 
Thunderbox site. 

The Waterloo mine uses partially the auxiliary 
infrastructure of the gold mine Thunderbox 
which is currently on care and maintenance.

In 2008, Waterloo operations were suspended 
due to unfavorable economic conditions.

 Botswana

 ▸ Tati nickel

Tati Nickel is 85%-owned by MMC Norilsk 
Nickel, the other 15% being held by the 
Botswana government. 

Tati Nickel includes the Phoenix open 
pit nickel mine, Selkirk underground 
nickel mine and enrichment plant with 
a processing capacity of up to 12 million 
tonnes of ore per annum using the DMS and 
traditional flotation technique.

 ▪ Phoenix mine 

location: 35 km east of Francistown, 
Botswana.

This open pit mine develops a sulfide deposit 
of copper and nickel ores. 

 ▪ Selkirk mine

location: 15 km from the Phoenix mine. 

In 2002, due to the depletion of copper 
and nickel ores accessible for underground 

mining, activities were adjourned at Selkirk 
for the site to undergo maintenance. As the 
Selkirk deposit also contains disseminated ore 
reserves, a feasibility study is being prepared 
for the open pit mining of these reserves and 
test operations are being carried out. 

Tati Nickel’s concentrates are processed on a 
tolling basis by the BCL smelter located 200 
km away from Phoenix. High-grade matte 
produced from Tati Nickel’s concentrates is 
delivered to customers for further processing 
into refined metal.

 ▸ kEy OPERATiNG ASSETS iN bOTSWANA

Francistown

BOTSWANA

NAMIBIA

ANGOLA ZAMBIA

ZIMBABWE

MOZAMBIQUE

SOUTH AFRICA

PHOENIX

SELKIRK

convEnTionAl SymbolS

Populated area

Mine

Enrichment Plant



38 39Norilsk Nickel / AnnuAl Review / 2011 

All eDGes of success orGANisAtioNAl 
structure

 Finland

 ▸ norilsk nickel harjavalta

location: 212 km north-west from Helsinki, 
Finland.

Norilsk Nickel Harjavalta is the only nickel refining 
plant in Finland. 

The Harjavalta plant processes nickel 
concentrates from the Group’s African operations 
as well as nickel-containing intermediates from 
third parties. Concentrates are pre-processed 
at the Boliden Harjavalta smelter of Boliden AB, 
located in the same Suurteollisuuspuisto 
industrial park as Norilsk Nickel Harjavalta. High-

grade matte and other semi-products with high 
nickel grade are then delivered directly to the 
Norilsk Nickel Harjavalta refinery. 

The Norilsk Nickel Harjavalta refinery has 
the capacity of 60 thousand tonnes of nickel 
products per annum. It employs a technique 
of sulphuric acid leaching of nickel products. 
This consistently results in high nickel recovery 
rates, being an advanced practice for the mining 
industry. 

The Norilsk Nickel Harjavalta refinery produces 
nickel cathodes, briquettes and salts, as well as 
semi-products such as copper cake containing 
PGMs and cobalt solution which are further 
processed by third parties.

 ▸ kEy OPERATiNG ASSETS iN FiNlAND
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 SOUTH AFRICA

 ▸ nkomati

location: 300 km East of Johannesburg, 
Mpumalanga province.

Nkomati is a joint venture between the Group and 
African Rainbow Minerals, in which the Group 
owns a 50% stake.

Nkomati is the only primary nickel producer in 
South Africa. It also mines copper, PGMs and 
chromium as by-product metals.

The extracted ore is processed at two enrichment 
plants with a capacity of 375 and 250 thousand 
tonnes of ore per month.  The concentrates are 
then delivered for further processing to Norilsk 
Nickel Harjavalta.
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SAlES buSinESS uniT

Goal: to increase the Company’s capitalisation 
and profit due to development of global 
demand for the Group’s main products and to 
maximise profits from sales.

The Company acts as a responsible member of 
the global commodities market whose mission 
is to provide the stability of the key markets 
of the Group’s products.  The system of direct 
relations with the main global consumers 
provides a long-term growth of the volume 
consumed by decreasing the risk of market 
manipulation including creation of artificial 
volatility.

 ▪ cJSc normetimpex (russia) is involved 
in the sale of the Company’s products in 
the Russian Federation and the export 
of base metals to Metal Trade Overseas, 
Switzerland;

 ▪ metal Trade overseas (Switzerland) 
is involved in the sale of the Company’s 
products in Europe through its own sales 
distribution network, including sales 
companies operating in specific regional 
markets;

 ▪ norilsk nickel Europe ltd. (uK) is 
involved in the sale of metal products in 
Europe;

 ▪ norilsk nickel Asia ltd. (china) is 
involved in the sale of metal products in Asia;

 ▪ norilsk nickel marketing (Shanghai) 
Co., Ltd. (China) is involved in the sale of 
metal products in the Asian region;

 ▪ norilsk nickel uSA inc. (uSA) is involved 
in the sale of metal products in the USA.

GEoloGy buSinESS uniT

Goal:   to survey and estimate new deposits 
of the main metals and technological raw 
materials,  to explore new and current deposits 
to provide ore reserves for the Group’s mining 
and smelting facilities.

The Geology business unit conducts the 
following types of activity:

 – discovery, prospecting, identification, 
licensing and appraisal of the Group’s mineral 
prospects;

 – all types of wildcat, exploratory and 
technological drilling;

 – replenishment of mineral resources for 
further development of curremt operations;

 – provision of reliable data on explored 
reserves and resources in operating mines.

The Geology business unit is located in the 
areas of the Company’s operating and projected 
industrial sites.

General management of the geological 
exploration process is carried out by the 
Department of geological exploration.

The operating mines and geological 
departments of the Polar Division and 
Kola MMC include geological business unit 
responsible for ore mining quality, accounting 
and planning, condition and confidence of the 
estimation of the balance sheet reserves of the 
developed deposits.

 ▪ norilskgeologiya llc conducts geological 
exploration for nickel, copper, PGMs and 
non-ore process feedstock in the Taimyr 
Peninsula and adjacent areas for the purpose 
of replacing the mineral reserves of the Polar 
Division;

 ▪ pechengageologiya llc conducts 
geological surveys and the exploration for 
nickel, copper, PGMs and gold in the Kola 
Peninsula and adjacent areas, for the purpose 
of replacing the mineral reserves of Kola MMC;

 ▪ vostokgeologiya llc conducts geological 
surveys and the exploration for copper, gold, 
silver and molybdenum in the Zapolyarny 
region and adjacent areas for the purpose 
of providing mineral reserve bases for the 
developing the Group’s mining and metals 
units in this region. Besides, Vostokgeologiya 
LLC carries out all types of engineering-
geological, hydrogeological surveys and is a 
general contractor for implementation of the 
project on construction of the Bygdainsky and 
Bystrinsky mining and enrichment plants;

 ▪ Geokomp llc conducts geological surveys 
and the exploration for nickel and copper 
porphyry in the south of Central Siberia and 
the Taimyr Peninsula;

 ▪ intergeoproject llc manages the 
functioning of subsidiaries among license 
holders and geological service providers.

EnErGy buSinESS uniT

Goal: to secure energy supplies for the Group, 
the Norilsk industrial and Taimyr (Dolgano-
Nenets) municipal regions and the residential 
sector.

 ▪ norilskenergo branch, division of the 
Company, owns three thermal power plants 
(TPP-1, TPP-2, TPP-3) in the Taimyr Peninsula 
and provides energy for mining operations in 
the Polar Division;

 ▪ oJSc Taimyrenergo owns two hydropower 
plants (Ust-Khantaiskaya HPP and Kureiskaya 
HPP);

 ▪ oJSc nTEc generates, transmits and 
supplies thermal and electric power 
to consumers at assets leased from 
OJSC Taimyrenergo and OJSC Norilskenergo;

 ▪ oJSc Taimyrgaz holds a license for 
development of the Pelyatkinskoye gas 
condensate field, executes the functions of 
the customer for the services on exploitation, 
capital repair and drilling wells during the 
process of development of the Pelyatkinskoye 
gas condensate field. It also conducts 
geological exploration at the territory of the 
Pelyatkinskoye gas condensate field in order 
to clarify the parameters of the deposit.

 ▪ nZEK manages the operation of residential 
assets in the Norilsk industrial region.
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TrAnSporTATion AnD 
loGiSTicS buSinESS uniT

Goal: to provide delivery of all of the Company’s 
cargo by sea, river, rail, road and air, to operate 
the Company’s fleet, perform handling 
operations in sea and river trans-shipment 
ports, provide airport services and passenger air 
transportation using domestic and international 
airlines.

The primary objective of the Company’s 
transportation and logistics business unit is to 
carry out all of the Company’s cargo in its agreed 
volumes and within the agreed time limits in the 
most cost efficient manner.

 ▪ polar Transportation branch accepts 
and handles sea and river cargo, performs 
handling operations, provides forwarding 
services, trucking, customs cargo storage 
and organises customs clearance of cargo in 
Norilsk;

 ▪ murmansk Transportation branch provides 
forwarding services of the Company’s and 
third-party cargo;

 ▪ Krasnoyarsk branch provides forwarding 
services of the Company’s and third-party 
cargo supplied via the Yenisei River;

 ▪ oJSc Arkhangelsk commercial Sea port 
accepts and handles sea and river cargo, 
performs handling operations, provides 
forwarding services and carries cargo;

 ▪ oJSc yenisei river Shipping company 
accepts and handles sea and river cargo, 
performs handling operations, provides 
forwarding services and carries cargo;

 ▪ oJSc Krasnoyarsk Sea port accepts 
and handles sea and river cargo, performs 
handling operations, provides forwarding 
services and carries cargo;

 ▪ oJSc lesosibirsk port accepts and handles 
sea and river cargo, performs handling 
operations, provides forwarding services and 
carries cargo;

 ▪ norilsk Airport llc provides airport 
services;

 ▪ oJSc Taimyr Airlines provides trucking, 
regular and international flights;

 ▪ norilsk nickel logistics b.v. organises the 
international transportation of the Group’s 
cargo and provides associated forwarding 
services.

In the reporting period, the freight turnover of 
transportation and logistics unit was about 2.8 
million tonnes, of which more than 1.1 million 
tonnes are transported via the Northern Sea 
Route and about 1.7 million tonnes via the 
Yenisei River.

The Company owns a unique Arctic 
transportation fleet, consisting of six 
reinforced ice class vessels (ARC 7 in the PMPC 
classification) among which there are five 
vessels of Norilsk Nickel type and one tanker 
Yenisei. The vessels’ technical capabilities allow 
them to navigate through Arctic ice up to 1.5 m 
thick without ice-breakers. The operating load 
carrying capacity of each vessel exceeds 15 
thousand tonnes, and their container capacity is 
571 TEU.

The Company’s fleet ensures a year-round 
regular service between sea ports such as 
Dudinka, Murmansk, Arkhangelsk, Rotterdam 
and Hamburg.

In 2011, the Company’s proprietary ships made 
54 voyages and carried 1,104 thousand tonnes 
of cargo, including 5 direct voyages to European 
ports and one voyage to South-East Asia. In the 
fourth quarter of the reporting year the tanker 
Yenisei made two voyages and carried for export 
ca 25 thousand tonnes of gas condensate.

In September–November 2011, the Arctic 
container Zapolyarny carrying export metal 
products for customers in South-East Asia, 
made the Company’s second voyage in the 
eastern part of the Northern Sea Route 
without ice-breakers along the following path: 
Murmansk – Dudinka – Shanghai, China. The 
results of this voyage approved the Company’s 

ability to deliver its products to Chinese 
consumers, demonstrated the efficiency of 
the delivery using the Company’s proprietary 
infrastructure and showed the potential of the 
Northern Sea Route for transportation between 
Russia, European countries and South-East 
Asia. This is the shortest path for transporting 
the Company’s products from production 
facilities to customers in South-East Asia. It 
takes approximately 20 days from Dudinka 
to Shanghai compared to 65 days along the 
traditional route through trans-shipment ports 
in Europe and the Suez Canal.

In 2011, the Company continued to develop 
consistently its logistics infrastructure.

In September 2011, the Company commissioned 
a new tanker Yenisei, the sixth Arctic vessel 
of reinforced ice class (ARC 7 in the PMPC 
classification) in the Company’s fleet. The 
maximum loading capacity of the vessel is 
16 thousand tonnes. The tanker will deliver 
lubricants to the Norilsk industrial region and 
transport the gas condensate, produced in the 
Pelyatkinskoye field, to sales destinations.

 In 2011, the Company commissioned 1,500 new 
containers for transportation of main products 
on its proprietary vessels. Delivery of cargo in 
these containers increases the efficiency of the 
sea shipping due to full use of vessels’ space and 
loading capacity.

In 2011, the Company continued the project 
for the construction of its proprietary trans-
shipment terminal in Murmansk. Total 
investments achieved RUB 1,225 million. 
In 2012, the Company plans to spend more 
than RUB 600 million. The ramp-up of the 
terminal is scheduled for the end of 2012. In 
the reporting period, the volume of handled 
cargo at the Company’s own terminal reached 
ca 52 thousand tonnes. 

In 2011, a rail transport unit, established on 
the base of Murmansk Transportation Branch, 
secured carriage of the Company’s cargo 
in containers in the volume of 131 thousand 
tonnes. The positive economic effect from the 
exploitation of the Company’s proprietary rail 
transport infrastructure was more than RUB 21 
million. 

Under the development of Dudinsky sea fleet, 
the Company reconstructed 4 river docks 
which are used to process more than 50% 
loadings delivered via the Yenisei River. The 
reconstruction of river docks is planned to be 
completed in 2013.

In 2011, the Company further implemented the 
capital construction projects on development 
and modernisation of the infrastructural objects 
at the airport in Norilsk city including the 
construction of a new fuel complex, system of 
gas supply, reconstruction of the objects of the 
airfield.

In the reporting year, the air fleet of 
OJSC Airlines Taimyr (trademark – NordStar) 
was widened by four airplanes Boeing 737-800 
NG and four new turbo propeller airplanes 
ATR 42-500.  Thereby, the total park of the air 
company NordStar comprises of nine jet planes 
Boeing 737-800NG and five ATR 42-500. In 2011, 
the air company NordStar carried more than 
750 thousand passengers and about 4 thousand 
tonnes of loadings which exceeds the results of 
the last year by 45% and 25% respectively.

In 2011, the transportation and logistics 
business unit began to automate the 
processes of delivery organisation and 
management of the Company’s transportation 
and logistics infrastructure on the base of 
modern industry IT-decisions which allow 
increasing the quality of planning, organising, 
managing and controlling for delivery of the 
Company’s cargo.  
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rESEArch AnD DEvElopmEnT 
buSinESS uniT

Goals: 
 – to develop and improve the Company’s 

Production and Technical Development 
Strategy for the period till 2025;

 – to provide the results of scientific-
researching and engineering works the 
Company’s Production and Technical 
Development Strategy for the period till 
2025;

 – to provide the complex of engineering 
services related to investment activity;

 – to implement surveying, scientific-
researching, experimental-constructional 
works and technical-economical researches 
directed to reduce the operating costs.

 ▪ Gipronickel institute is one of the largest 
project-technological organisations in Russian 
non-ferrous metals industry established in 1934. 
The main clients of the Institute are mining 

and metals plants, mining and enrichment 
plants, chemical-metallurgical and chemical 
enterprises, agglomeration plants and other 
enterprises of metallurgical and chemical 
industry. 

 ▪ norilskproject institute is a general 
designer of MMC Norilsk Nickel. It was 
established in 1938 as a project department, 
in 1969 it was transformed in the project 
institute. The activity of the Institute is related 
to engineering researches, projecting the 
Company’s industrial and auxiliary objects and 
residential areas of Norilsk industrial region and 
Taymyr.   

 ▪ center for Engineering production Support 
in the Polar Division (Mining and Metals 
Experiment-Research Center) was established in 
1938 to provide scientific researches in the fields 
of non-ferrous metals industry for the Polar 
Division of MMC Norilsk Nickel. 

 

SupporT buSinESS uniT

Goals:
 – to provide the core production and other 

business unit of the Group with its products, 
works and services;

 – to purchase and sell material and technical 
resources for the Group, to collect, process 
and sell ferrous and non-ferrous scrap;

 – to carry out general construction, mining 
and development, road heading, drilling and 
blasting and special operations; to provide 
comprehensive services with regard to 
running repairs and overhauls of the Polar 
Division’s basic production assets;

 – to provide the Group’s employees with 
healthy, nutritious meals and arrange 
distribution of food products to the Norilsk 
industrial region.

 ▪ norilsk Support complex llc; 
 ▪ cJSc Taimyr fuel company supplies oil 

products for the needs of the Group as well as 
for third parties;

 ▪ metal Scrap recycling plant llc carries out 
the collection, processing and sale of ferrous 
and base metal scrap generated at the Group’s 
enterprises as a result of dismantling;

 ▪ polar construction company llc 
carries out general construction, mining 
and development, road heading, drilling and 
blasting and special operations; provides 
comprehensive services in regard to running 
repairs and overhauls of the Polar Division’s 
basic production assets;

 ▪ norilsknickelremont llc maintains and 
repairs the Group’s primary assets.
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REVIEW OF OPERATING  
PERFORMANCE 

MMC Norilsk Nickel unites mining, enrichment and 
metallurgical enterprises. Rich mineral resources of 
the Taimyr and Kola Peninsulas ensure the Company’s 
stable long-term growth. Expansion of a resource base, 
construction of mining, enrichment, smelting and refining 
facilities is a key focus of the Company’s investment 
spending.

ruSSiA

In the reporting year, economic reserves and 
mineral resources of all deposits constituting 
the mineral resource base of MMC Norilsk Nickel 
in the Taimyr (Polar Division) and Kola (Kola 
MMC) Peninsulas changed as a result of their 
extraction and associated losses, operational 
exploration, reclassification of resources as 
reserves on the sites of newly commissioned 
production facilities and recalculation of 
reserves at the chunk of deposits of Kola MMC 
according to the newly approved methodology.

As of the beginning of 2012, proven and probable 
reserves of the Taimyr and Kola Peninsulas 
amounted to over 503 million tonnes and 
contained more than 5.4 million tonnes of nickel, 
over 8.0 million tonnes of copper, and more 
than 2.4 thousand tonnes (77.9 million ounces) 
of platinum group metals (PGMs). Furthermore, 
measured and indicated mineral resources on the 
Taimyr and Kola Peninsulas aggregated ca 1,597 
million tonnes of ore, and contained 9.3 million 
tonnes of nickel, ca 16.0 million tonnes of copper, 
and over 5.7 thousand tonnes (over 183.4 million 
ounces) of platinum group metals.

minErAl rESourcES  
AnD GEoloGicAl 
ExplorATion

MMC Norilsk Nickel possesses unique mineral resources based on sulfide copper-
nickel deposits of Norilsk industrial region. The largest nickel ore reserves are 
concentrated in the Taimyr Peninsula.

 
Polar Division Deposits  
(Taimyr Peninsula) 

The Polar Division is mining the reserves of the 
following three sulfide copper-nickel deposits: 
Talnakh and Oktyabrskoye (together comprising 
the Talnakh Ore Cluster) and Norilsk -1.

 ▸ Talnakh Deposit

The Talnakh deposit is located 25–30 km from 
Norilsk city and being developed by the Mayak, 
Komsomolsky and Skalisty shafts united in 2010 
into a single mine named “Komsomolsky”. Rich, 
cuprous and disseminated ores are extracted 
from this mine.

 ▸ oktyabrskoye Deposit

The Oktyabrskoye deposit is being developed 
by the Oktyabrsky and Taimyrsky mines, as 
well as by the Komsomolsky shaft, being part 
of the Komsomolsky mine. Rich, cuprous and 
disseminated ores are extracted from these 
mines.

Data for Norilsk Nickel’s mineral resources and ore reserves as of December 31 2011 are based on the results of the analysis and operating 
conversion of data on ore and metal balance reserves of Russian operations, accounted as per categories of the Russian classification 
system (5-gr Report), into Joint Ore Reserves Committee (JORC) Code categories.
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Mineral Resources and Geological 
Exploration

 ▸ norilsk-1 Deposit

The Norilsk-1 deposit is located near Norilsk 
city and being mined by the Zapolyarny mine 
which includes the Medvezhy Ruchey open pit 
and the underground shaft.

In 2011, the aggregate extracted and lost 
balance-sheet ore reserves of the Taimyr 
Peninsula were: 286 thousand tonnes of nickel 
and 476 thousand tonnes of copper. At the 
same time, the operational exploration of 
copper and nickel ores performed in 2011 
within the areal limits of the operating 
deposits showed that the ore reserves grew by 
9.7 million tonnes, the average nickel content 
is 0.48%; copper – 1.94%; platinum group 
metals – 7.72 g/tonne. Therefore, geological 
exploration offset a portion of depleted 
reserves. The ore reserves increased mainly as 
a result of additional exploration of mineral 
resources of disseminated ores within the 
mining allotments of the Oktyabrsky and 
Zapolyarny mines.

Proven and probable ore reserves of the Polar 
Division comprise ca 339 million tonnes of 
ore containing more than 4.5 million tonnes 
of nickel, ca 7.7 million tonnes of copper and 
over 2.4 thousand tonnes (over 77.6 million 
troy ounces) of PGMs. Measured and indicated 
mineral resources of the Polar Division 
comprise more than 1,380 million tonnes of 
ore, over 7.8 million tonnes of nickel, ca 15.3 
million tonnes of copper and ca 5.7 thousand 
tonnes (ca 183 million troy ounces) of PGMs. 

In general, the Company’s deposits on the 
Taimyr Peninsula offer vast potential and 
should help to sustain reserves at the required 
level through exploration efforts at both 
the current operations and the unexploited 
deposits. The reserves of rich and cuprous 
ore of current mines will be replaced mainly 
with inferred resources on the flanks of the 
corresponding deposits. The prospects for 
the mining expansion will be linked to the 
development of untapped rich ore pockets, 
as well as disseminated and cuprous ore 

horizons, which shall be successively and 
actively involved in the development. 
Approved projects for preparation of new 
deposits and horizons of the Talnakh ore field 
combined with promising results of geological 
exploration in the areas adjacent to the 
explored ore reserves of the Talnakh ore field 
and Norilsk-1 deposit should ensure strong 
mineral resource base of the Company in the 
future.

 Geological Exploration in the Taimyr 
Peninsula

Geological exploration in the Taimyr Peninsula 
is aimed at replacing platinum-nickel-copper 
ore and other mineral reserves of the Polar 
Division to provide smooth operation of 
integrated mining and metallurgical facilities 
of the Company in Norilsk industrial region. 
The exploration work is performed on the 
following targets: Maslovskoye deposit, deep 
horizons and flanks of the Oktyabrskoye and 
Talnakh deposits, Kureysko-Gorbiachinskaya 
and Verkhne-Turumakitskaya areas. Moreover, 
at the north-west of Taimyr Peninsula the 
exploration works were carried out at the 
Syradasayskaya area containing metallurgical 
coal resources and at Verkhne-Tomulahskaya 
area containing technological limestone. In 
2011, positive results were obtained at three 
sites – Maslovskoe deposit, Western flank of 
the Oktyabrsky deposit and Syradasayskaya 
area. As for the other sites, exploration works 
remain in progress.

 ▸ maslovskoe Deposit

The deposit is located within Norilsk industrial 
region, 8–10 km south from the Medvezhy 
Ruchey open pit of the Norilsk-1 deposit.

The geological exploration carried out between 
2006 and 2009 resulted in the disseminated 
ore reserves of the Maslovskoe deposit being 
recorded in the government registers by the 
Government Reserve Commission of the Federal 
Subsurface Management Agency of the Russian 
Federation. The calculated disseminated 

ore reserves give ground to categorize the 
Maslovskoe deposit as one of the largest 
platinum-copper-nickel deposits. In 2010 the 
Company obtained the state documentation 
evidencing the discovery of the Maslovskoe 
mineral deposit.

The disseminated ore reserves of the 
Maslovskoe deposit include the statistically 
appraised and recorded reserves of 15.4 million 
tonnes of rich stringer-porphyry ores. In 2011, 
the Company continued works on discovering 
and delineating pockets of stringer-porphyry 
ores. Rich stringer-porphyry ores with a width 
band from 1.0 to 4.3 m forming two horizons 
were discovered in 18 drilling wells.

 ▸ flanks and deep horizons of the Talnakh 
ore field

Since 2009, exploratory wells beyond 
current areas of location of reserves were 
drilled to search for rich and cuprous ores 
within mining allotments of the Talnakh and 
Oktyabrskoye deposits. 

In 2011, on the north-western flank of the 
Oktyabrsky mine 3 pockets of cuprous ores 
and a new lens of rich ores with band of 
4.4 meters were discovered. The estimates 
of further continuity of rich and cuprous ores 
on the northern and southern flanks of the 
Oktyabrsky mine were established. 

 ▸ SChEME OF lOCATiON OF  ThE MASlOvSkOE DEPOSiT

Аэропорт «Норильск»

Кайеркан

Норильск

Плато 
Норильское
(Масловское 
месторождение)

Валек

Талнах

РОССИЯ

Kayerkan

Alykel

Norilsk

NORILSK PLATEAU 
(MASLOVSKOE DEPOSIT) 

Valek

Talnakh

RUSSIA

convEnTionAl SymbolS

Populated area 

Motor roads

Railroads

Prospects



50 51Norilsk Nickel / AnnuAl Review / 2011 

All eDGes of success review of operAtiNG  
performANce

 ▸ Syradasayskaya Area

Syradasayskaya area is located in Dikson 
district of the Taimyr Peninsula, 110 km to 
south-east from Dikson village. It is the most 
studied part of Taimyrsky coal province.

Mineral resources of Syradasayskaya area are 
estimated at ca 5 billion tonnes of hard coking 
coal (categories K, Zh, GZh under the Russian 
classification). 34 coal layers with band from 
0.2 to 13 meters 7–10 km in length and 0.4–1.5 
km in width were plotted.

In 2011, the Company started drilling at 
promising sites based on the results of 
aeromagnetic survey and ground geophysical 
works. The first results of drilling works 
confirmed the presence of several thick 
consistent coal layers. 

 ▸ bAlANCE ShEET MiNERAl RESERvES OF ThE MASlOvSkOE DEPOSiT

Mineral reserves (Categories С1 +С2) Metal grades 

Ore (million tonnes) 215

Palladium (‘000 ounces) 35,462 4.56 G/T

Platinum (‘000 ounces) 12,475 1.78 G/T

Nickel (‘000 tonnes) 728 0.33 %

Copper (‘000 tonnes) 1,122 0.51 %

Cobalt (‘000 tonnes) 34 0.016 %                    

Gold (‘000 ounces) 1,318 0.19 G/T

Dikson

Dudinka

Norilsk

SYRADASAYSKAYA AREA

Eniseisky bay

Yenisey River 

110 –115 км

460 км

Lama lake

Karskoye sea

convEnTionAl SymbolS

Populated area  

Prospects

 Kola MMC Deposits (Kola 
Peninsula)

Currently, the following deposits of the 
Pechenga ore field are in operation: 
Zhdanovskoye and Zapolyarnoye (Severny 
mine), Kotselvaara-Kammikivi and 
Semiletka (Kotselvaara underground 
mine).

The principal development at the mineral 
resource base of the Kola Peninsula 
is additional exploration of the deep 
horizons of the operating Zhdanovskoye 
deposit, its recalculation according to new 
methodology and further development of 
the Severny-Gluboky mine.

The ore reserve changes in the operating 
deposits of Kola MMC in 2011 resulted from 
the extraction and operational losses, 
64.2 thousand tonnes of nickel and 26.2 
thousand tonnes of copper reserves were 
depleted.

In late 2011, the economic reserves 
and mineral resources of Kola MMC’s 
deposits significantly changed as a result 
of recalculation of the ore reserves of 
the Zhdanovskoye, Tundrovoye and 
Bystrinskoye deposits under the new 
methodology enacted by the Government 
Reserve Commission of the Federal 
Subsurface Management Agency of 
the Russian Federation since January 
2011, with a cut-off grade of nickel 
0.4%. Test production adjusted loss and 
depletion indicators. Following more 
precise recalculation ore reserves of the 
Zhdanovskoye and Tundrovoye deposits 
were slightly decreased.

As a result of all changes, the aggregate 
proven and probable ore reserves of Kola 
MMC’s deposits amounted to more than 
164 million tonnes of ore containing ca 900 

thousand tonnes of nickel and more than 
400 thousand tonnes of copper. Measured 
and indicated mineral resources on the 
Kola Peninsula exceed 200 million tonnes 
of ore, more than 1.4 million tonnes of 
nickel and ca 700 thousand tonnes of 
copper. The volume of the available mineral 
resource base allows Kola MMC to maintain 
the current metal output level for the 
foreseeable future.

 Geological Exploration in the Kola 
Peninsula 

In 2011, the Company continued exploration 
works in the Kola Peninsula to extend 
its mineral resource base in this region. 
Geological exploration works were 
performed at four sites: Allarechenskaya, 
Solenoozerskaya, Yuzhno-Kovdorskaya 
areas and Vuruchuaivench deposit.

 ▸ Allarechenskaya Area

In 2010, the exploration drilling 
was performed in this area to verify 
aerogeophysical, geochemical and 
geophysical studies. The exploratory wells 
in the Allarechenskaya area penetrated 
over 10 pockets of copper-nickel ores with 
metal grades allowing for industrial mining. 
The band and quality of ore pockets make 
the Allarechenskaya area a top-priority 
asset for growth of the mineral resource 
base of the Company in the Murmansk 
region.

 ▸ vuruchuaivench Deposit

The Vuruchuaivench deposit containing 
platinum group metals is located in 
the center of the Kola Peninsula and 
Murmansk region, 10 kilometers outside 
of Monchegorsk and 5 kilometers from the 
site of Severonickel plant, belonging to Kola 
MMC.

 ▸ SyRADASAySkAyA AREA

Mineral Resources and Geological 
Exploration
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GEoloGicAl ExplorATion  
in oThEr rEGionS of ruSSiA

 Chita project  
(Zabaikalsk region)

Since 2007, geological exploration at five sites 
in the Zabaikalsk region has been conducted 
under the public-private investment project 
«Construction of transport infrastructure for 
the development of mineral resource base of the 
south-eastern part of Chita region».

Alongside field development and construction 
of mining-and-processing works, the 

investment project includes railroad infrastructure 
construction in order to foster the comprehensive 
development of mineral resource potential of 
the Zabaikalsk region. The implementation of 
this project should result in the development of 
a major mining complex in the Zabaikalsk region 
on the base of the Bystrinskoye gold-iron-copper 
deposit and the Bugdainskoye molybdenum 
deposit. The resolution of the Government of 
the Russian Federation No. 1872-r of October 25, 
2010, excluded the Kultuminskoye, Lugokanskoye 
and Solonechenskoye deposits from the Chita 
investment project due to inefficiency of their 
development in the current environment.

Териберка

Людейное

BARENTS SEA

FINLAND

RUSSIAMonchegorsk

Kirovsk

Kandalaksha

Kovdor

Finland

Olenegorsk

Apatity

Murmansk

SOLENOOZERSKAYA 
AREA

VURUCHUAIVENCH 
DEPOSIT

ALLARECHENSKAYA 
AREA

ALLARECHENSKAYA 
AREA

YUZHNO-KOVDORSKAYA 
AREA

convEnTionAl SymbolS

Populated area

Motor roads

Railroads

Exploration areas

 ▸ bystrinskoye Deposit

The Bystrinskoye deposit is located in the 
Gazimur-Zavodsky district of the Zabaikalsk 
region. The nearest inhabited areas are the 
Novoshirokinskoye settlement, 14 kilometers 
to the north-east, and Gazimursky Zavod, 
the district center, 25 kilometers to the 
north-west. 

In 2011, the Company performed the following 
works at the Bystrinky mining and enrichment 
plant:

 ▪ development of the project documentation 
for the construction of ore mining complex. 
Key technical solutions were developed and 
approved, initial technical requirements for main 
technological equipment were prepared; 

 ▸ MAP OF SOUTh-EASTERN PART OF zAbAykAlSk REGiON

Chita

Aghinskoye

Alexandrovsky Zavod

Gazimursky Zavod

Nerchninsky Zavod

RUSSIA

CHINA

MONGOLIA

LUGOKANSKOYE 
DEPOSIT

SOLONECHENSKOYE 
DEPOSIT

BYSTRINSKOYE 
DEPOSIT

BUGDAINSKOYE 
DEPOSIT

BYSTRINSKO-SHIRINSKOYE 
DEPOSIT

KULTUMINSKOYE 
DEPOSIT 

1

2

3

convEnTionAl SymbolS

Deposit

Populated area

Motor roads

Railroads

Prospects

Licensed areas:

1. Sretenskaya
2. Kultuminskaya
3. Lugakanskaya

 ▸ GEOlOGiCAl ExPlORATiON ObJECTS iN ThE kOlA PENiNSUlA

Mineral Resources and Geological 
Exploration
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 ▪ construction documentation for motor– and 
railroad links to the Gazimursky Zavod; the 
Company obtained the relevant approvals;

 ▪ construction of access roads started;
 ▪ scoping study on the level of processing of iron 

ore concentrates was elaborated.

 ▸ bugdainskoye Deposit

The Bugdainskoye molybdenum deposit is 
located in the Alexandrov-Zavodsky district of 
the Zabaikalsk region.

In 2011, the Company performed the following 
works at the Bugdainskoye mining and 
enrichment plant:

 ▪ the tender was held and the general 
designer of technological scheme and project 
documentation of mining and enrichment plant 
was chosen;

 ▪ the project documentation on construction 
of access roads was prepared and submitted to 
the state expertise.

 ▸ bystrinsko-Shirinskoye Gold Deposit

The deposit is located in the Gazimur-Zavodsky 
district of the Zabaikalsk region, 24 kilometers 
to the south-east of Gazimursky Zavod. 
Bystrinsko-Shirinsky license area borders the 
Bystrinskoye deposit, which is being developed 
by the Company as part of the Chita project.

In 2011, geological exploration to assess flanks 
of the deposit and technological surveys of 
ores were completed in order to prepare the 
feasibility study.

 ▸ Sretenskaya Area

The Sretenskaya area is located in the Sretensky 
district of the Zabaikalsk region near the town 
of Sretensk, district center.

In 2011, the appraisal work within the Zergunsky 
gold ore prospect was carried out resulting 
in the discovery of gold mineralisation. 

Mineral reserves

Ore (million tonnes) 292

Copper (‘000 tonnes) 2,073

Gold (‘000 ounces) 7,588

Silver (‘000 ounces) 34,080

Iron magnetite ore (million tonnes) 68

 ▸ RESERvES OF ThE bySTRiNSkOyE DEPOSiT UNDER CATEGORiES b+С1+C2

Mineral reserves

Molybdenum (‘000 tonnes) 600

Gold (‘000 ounces) 354

Silver (‘000 ounces) 6,237

Lead (‘000 tonnes) 41

 ▸ RESERvES OF ThE bUGDAiNSkOyE DEPOSiT UNDER CATEGORiES b+С1+C2

 ▸ RESERvES OF ThE bySTRiNSkO-ShiRiNSkOyE DEPOSiT UNDER CATEGORy С2

Mineral reserves

Ore (million tonnes) 5

Gold (‘000 ounces) with grade: 2.3 g/tonne 367 

 ▸ RESERvES OF ThE kUlTUMiNSkOyE DEPOSiT UNDER CATEGORiES С1+C2

Mineral reserves

Ore (million tonnes) 181

Copper (‘000 tonnes) 587

Gold (‘000 ounces) 3,894

Silver (‘000 ounces) 30,468

Iron magnetite ore (million tonnes) 33

The expected gold reserves comprise 8 tonnes 
(260 thousand ounces).   

 ▸ lugokanskaya Area

Lugokanskaya area is located in the south-
eastern part of the Zabaikalsk region, 200 
km to the north-east from the district center, 
Gazimursky Zavod.

In 2011, geological exploration to assess the 
most perspective silver and gold mineralisation 
was carried out. The expected reserves 

comprise 24 tonnes (700 thousand ounces) 
of gold and 400 tonnes (13 million ounces) of 
silver.  

 ▸ Kultuminskaya Area

Kultuminskaya area is located in the south-
eastern part of the Zabaikalsk region, 100 km 
to the north-east from the district center, 
Gazimursky Zavod.

In 2011, exploration works to discover copper, 
gold, and iron mineralisation were carried out.

Mineral Resources and Geological 
Exploration
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 ▸ MiNERAlS RESOURCES AND ORE RESERvES OF TAiMyR AND kOlA PENiNSUlA AS OF DECEMbER 31, 2011

Region, deposit, ore type Ore Tonnage 
000’t

Metal Grade Contained Metal

Ni
%

Cu
%

Pd
g/t

Pt
g/t

Au
g/t

6 PGM
g/t

Ni
000’t

Cu
000’t

Pd
000’oz

Pt
000’oz

Au
000’oz

6 PGM
000’oz

TAiMyR PENiNSUlA

Proven ore reserves

Talnakh ore field

Rich 46,867 2.71 3.36 5.81 1.33 0.15 7.54 1,272 1,574 8,750 1,998 228 11,362

Cuprous 34,468 1.04 4.19 9.95 2.37 0.70 12.44 357 1,444 11,029 2,623 779 13,786

Disseminated 40,966 0.45 0.79 3.49 1.29 0.19 4.97 186 322 4,603 1,703 249 6,543

Total Talnakh ore field – combined ore types 122,301 1.48 2.73 6.20 1.61 0.32 8.06 1,815 3,340 24,382 6,324 1,256 31,691

Norilsk-1 deposit (Disseminated ore) 32,897 0.34 0.48 4.03 1.64 0.17 5.98 112 158 4,266 1,730 182 6,327

Probable ore reserves

Talnakh ore field

Rich 79,074 2.55 2.69 4.84 0.89 0.14 6.30 2,013 2,130 12,307 2,260 360 16,020

Cuprous 49,412 0.79 3.53 7.52 1.93 0.56 9.67 389 1,745 11,947 3,074 897 15,358

Disseminated 32,996 0.37 0.62 2.46 0.76 0.19 3.47 123 205 2,608 808 204 3,678

Total Talnakh ore field – combined ore types 161,482 1.56 2.53 5.17 1.18 0.28 6.75 2,525 4,080 26,862 6,142 1,461 35,056

Norilsk-1 deposit (Disseminated ore) 22,306 0.28 0.36 4.28 1.75 0.20 6.37 63 81 3,071 1,257 142 4,568

Total proven and probable ore reserves 338,986 1.33 2.26 5.38 1.42 0.28 7.12 4,515 7,659 58,581 15,453 3,041 77,642

Measured and indicated mineral resources

Talnakh ore field

Rich 20,470 4.23 5.83 12.95 2.54 0.51 15.91 866 1,194 8,524 1,673 336 10,469

Cuprous 1,505 0.80 2.26 6.64 1.91 0.41 8.74 12 34 321 93 20 423

Disseminated 1,332,722 0.52 1.05 2.89 0.83 0.19 3.89 6,900 13,943 123,734 35,588 8,036 166,726

Total Talnakh ore field – combined ore types 1,354,697 0.57 1.12 3.04 0.86 0.19 4.08 7,778 15,171 132,579 37,354 8,392 177,618

Norilsk-1 deposit (Disseminated ore) 25,802 0.33 0.45 4.24 1.67 0.15 6.30 86 117 3,516 1,385 127 5,229

Total measured and indicated mineral resources 1,380,499 0.57 1.11 3.07 0.87 0.19 4.12 7,864 15,288 136,095 38,739 8,519 182,847

Total inferred mineral resources 462,709 0.89 1.85 4.40 1.12 0.26 5.75 4,133 8,538 65,443 16,649 3,923 85,520

kOlA PENiNSUlA (DiSSEMiNATED ORE)

Proven ore reserves 85,371 0.50 0.21 0.03 0.02 0.01 0.05 430 181 78 57 19 142

Probable ore reserves 78,899 0.57 0.29 0.03 0.02 0.01 0.06 449 229 78 53 22 141

Total proven and probable ore reserves 164,270 0.54 0.25 0.03 0.02 0.01 0.05 879 410 156 110 41 283

Measured and indicated mineral resources

Operating mines 160,729 0.64 0.30 0.04 0.02 0.01 0.05 1,034 487 182 88 42 276

Undeveloped deposits 560,08 0.73 0.37 0.08 0.06 0.04 0.16 411 210 151 111 74 296

Total measured and indicated mineral resources 216,737 0.67 0.32 0.05 0.03 0.02 0.08 1,445 697 333 199 116 572

Total inferred mineral resources 144,880 0.63 0.31 0.04 0.02 0.01 0.06 914 450 173 102 50 293

Notes:
1  The mineral resources and ore reserves of the deposits of the Taimyr and Kola Peninsulas were classified according to the Australasian Code for 

Reporting of Mineral Resources and Ore Reserves (JORC Code) developed by the Australasian Joint Ore Reserves Committee (JORC), created by 
the Australasian Institute of Mining and Metallurgy, the Australian Institute of Geoscientists and the Minerals Council of Australia.

2  The reserves are based on the current detailed mine production plan for 2011–2025 and the base-case conceptual mine plan covering the life of 
a mine. The life of a mine is based on economically mineable ore in the A, B and С Russian categories at the end of a given calendar year.

3  Subtotal and total figures may differ to the sum of individual numbers due to rounding. Certain values may in some instances vary slightly from 
previously published values.

4   The six PGMs are platinum, palladium, rhodium, ruthenium, osmium and iridium. Hereafter in the annual review, troy ounces are used as a weight 
measure for PGMs.

5 Proven and probable ore reserves are not included in mineral resources.
6 Ore losses applied ranged from 1.6 % to 23% and dilution from 6% to 20%. Mining dilution was assumed to have a nil grade.
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AuSTrAliA

 ▸ lake Johnston

Lake Johnston is a mining facility, consisting of 
two nickel-sulfide ore deposits: Emily Ann and 
Maggie Hayes. As of the end of 2011 the proven 
and probable ore reserves amounted 2.57 
million tonnes, nickel — 34.7 thousand tonnes 
with the nickel grade of 1.35%. 

 ▸ black Swan

The Black Swan mining facility consists of 
two nickel-sulfide ore deposits: the Silver 
Swan rich ore deposit, developed as an 
underground project, and the open-pit Black 
Swan disseminated ore deposit. The total 
resources of the Black Swan facility amount to 
71.4 thousand tonnes of nickel. The Company 
suspended ore extraction at this mining facility.  

In 2011, the geological and technical 
characteristics of ore were studied with the 
purpose of establishing optimal technology 
for processing of ordinary and talc carbonate 
types of disseminated ores. There are plans 
of additional drilling of several wells for 
technological sampling and testifying the 
geological model of deposit. 

 ▸ cawse

Measured and indicated mineral resources 
amount to over 422 thousand tonnes of nickel 
with average grade of 0.71%. Currently, the 
Cawse operation is suspended. In 2011, a 
feasibility study was drafted focusing on the 
re-launch of the facility with a modernised 
technology for treatment of sulfide ores.

 ▸ honeymoon well

The Honeymoon Well project includes the 
Hannibals, Harrier, Corella and Harakka nickel-
sulfide ore deposits and the Wedgetail solid 
and vein ore deposit. Total mineral base of the 
Honeymoon Well project classified as measured 
and indicated resources contains over 1.2 million 
tonnes of nickel with average content of 0.68%. 
In 2011, two wells were drilled for sampling and 
testing. 

 ▸ Albion Downs

The Group is performing geological exploration 
at the area of Albion Downs West Jordan in co-
operation with BHP Billiton Nickel West. In 2011, 
8 wells were drilled at the area. 

boTSwAnA 

 ▸ phoenix (Tati nickel)

The Phoenix deposit is a part of the Tati ore 
district, being a disseminated nickel-copper-
sulfide ore deposit with average nickel grade 
of 0.21%, copper – 0.15%. The deposit is being 
mined through open pit. In 2011, ore reserves 
changed as a result of geological exploration 
and currently comprise 190 million tonnes of ore 
and contain 382 thousand tonnes of nickel and 
341 tonnes of copper.

 ▸ Selkirk (Tati nickel)

The Selkirk deposit is a part of the Tati ore 
district, being a nickel-copper-sulfide ore 
deposit with average nickel grade of 0.23% and 
copper 0.27%. Measured and indicated mineral 
resources total 124 million tonnes of ore and 
contain 285 thousand tonnes of nickel. The 
deposit is currently being prepared for open pit 
mining. In 2011, Gipronickel Institute carried out 
feasibility study to define optimal parameters of 
open pit mining. 

 Geological Exploration

In 2011, in order to replenish the mineral 
resource base of Tati Nickel the geological 
exploration was carried out in blocks with 
total area of 250 square km, adjacent to the 
Phoenix and Selkirk deposits. Surveys included 
aerogeophysical (magnetic and electromagnetic 
methods), geological mapping and geochemical 
survey on secondary halos of dispersion. 
Aerogeophysical survey was conducted on the 
whole block.

SouTh AfricA

 ▸ nkomati

The Nkomati deposit is a major existing deposit 
of disseminated nickel-copper-sulfide ore and 
is being part of Bushweld complex. The total 
proven and probable ore reserves as of the end of 
2011 were 149 million tonnes with average nickel 
grade of 0.31%.Measured and indicated mineral 
resources amount to ca. 287 million tonnes with 
nickel grade of 0.34%.  The ore also contains 
copper (0.13%), cobalt (0.02%), chrome and 
platinum group metals. 

The deposit is currently mined both by open-
pit and underground mine. In 2011, the mineral 
resource base changed as a result of mining and 
relevant recalculations by the Nkomati geological 
service. 

 Geological Exploration

Works in South Africa were performed within the 
integrated aero anomaly located 2.5 km north-
east of the Nkomati deposit. An exploratory well 
was drilled in the south part of anomaly. New 
interpretation of existing geological information 
was performed. 

Mineral Resources and Geological 
Exploration



60 61Norilsk Nickel / AnnuAl Review / 2011 

All eDGes of success review of operAtiNG  
performANce

 ▸ MiNERAlS RESOURCES AND ORE RESERvES OF NORilSk NiCkEl iNTERNATiONAl AS OF DECEMbER 31, 2011

Ore 
Tonnage

(‘000 
tonnes)

Metal Grade Contained Metal 

Ni 
(%)

Cu 
(%)

4PGMS 
(G/MT)

Ni ('000 
tonnes)

Cu 
('000 

tonnes)

4PGMS 
('000 

ounces)

boTSwAnA

Selkirk

Measured and indicated mineral resources 124,000 0.23 0.27 0.57 285 335 2,272

Inferred mineral resources 11,300 0.27 0.3 0.56 30.2 34.3 203

Phoenix

Proven and probable reserves 45,555 0.21 0.15 - 95.6 67,1 -

Measured and indicated resources 190,300 0.20 0.18 - 381.6 341,1 -

Inferred mineral resources 6,900 0.22 0.20 - 15.8 13,8 -

South Africa

Nkomati

Proven and probable reserves 148,559 0.31 0.12 0.83 467.9 180,0 3,982

Measured and indicated mineral resources 287,200 0.34 0.13 0.85 968.8 385,9 7,886

AuSTrAliA

lake Johnston

Proven and probable reserves 2,568 1.35 - - 34.7 - -

Measured and indicated mineral resources 6,295 1.83 - - 115 - -

Inferred mineral resources 2,008 2.14 - - 43 - -

black Swan

Proven and probable reserves 3,535 0.68 - - 23.95 - -

Measured and indicated mineral resources 6,017 0.81 - - 48.7 - -

Inferred mineral resources 1,807 1.26 - - 22.7 - -

Waterloo

Proven and probable reserves 11 2.37 - - 0.3 - -

Measured and indicated resources 681 1.52 - - 10.4 - -

Inferred mineral resources 388 2.09 - - 8.1 - -

honeymoonWell

Measured and indicated mineral resources 173,300 0.68 - - 1,180.5

Inferred mineral resources 11,900 0.75 - - 80.92 - -

Cawse

Proven reserves (warehoused) 3,757 0.65 - - 24.4 - -

Measured and indicated mineral resources 59,275 0.71 - - 422.3 - -

Inferred mineral resources 117,210 0.68 - - 797 - -

Jericho

Inferred mineral resources 34,500 0.6 - - 207 - -

 
Definition of mineral resources  
and ore reserves as per the JORC Code

A «mineral resource» — is a concentration or an occurrence of material of intrinsic economic interest, in or on the earth’s crust in such 
form, quality and quantity that there are reasonable prospects for its eventual extraction for industrial use.

The location, quantity, grade, geological characteristics and continuity of a Mineral Resource are known, estimated or interpreted from 
specific geological evidence and knowledge. Mineral Resources are subdivided in order of increasing geological confidence into Inferred, 
Indicated and Measured categories.

An «inferred mineral resource» — is that part of a Mineral Resource for which tonnage, grade and mineral content can be 
estimated with a low level of confidence. It is inferred from geological evidence and has an assumed, but not verified, geological and/or 
grade continuity.

It is based on information gathered through appropriate techniques from locations such as outcrops, trenches, pits, workings and drill 
holes, which is limited or of uncertain quality and reliability.

In geological terms, this mainly corresponds to the C2 category of the Russian classification system.

An «indicated mineral resource» — is that part of a Mineral Resource for which tonnage, densities, shape, physical characteristics, 
grade and mineral content can be estimated with a reasonable level of confidence. It is based on exploration, sampling and testing 
information gathered through appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes. The 
locations are too widely or inappropriately spaced to confirm geological and/or grade continuity but are spaced closely enough for 
continuity to be assumed.

In geological terms, this mainly corresponds to the C1 category of the Russian classification system.

A «measured mineral resource» — is that part of a Mineral Resource forwhich tonnage, densities, shape, physical characteristics, 
grade and mineral content can be estimated with a high level of confidence. It is based on detailed and reliable exploration, sampling and 
testing infor-mation gathered through appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes. 
The locations are spaced closely enough to confirm geological and/or grade continuity.

In geological terms, this mainly corresponds to the A+B categories of the Russian classification system.

An «ore reserve» is the economically mineable part of a Measured or Indicated Mineral Resource. It includes diluting materials and 
allowances for losses, which may occur when the material is mined. Appropriate assessments and studies have been carried out, and 
include consideration of and modification by realistically assumed mining, metallurgical, economic, marketing, legal, environmental, 
social and governmental factors. These assessments demonstrate at the time of reporting that extraction could reasonably be justified. 
Ore Reserves are subdivid-ed in order of increasing confidence into Probable Ore Reserves and Proven Ore Reserves.

A «probable ore reserve» is the economically mineable part of an Indicated, and in some circumstances, a Measured Mineral 
Resource. It includes diluting materials and allowances for losses, which may occur when the material is mined. Appropriate assessments 
and studies have been carried out, and include consideration of and modification by realistically assumed mining, metallurgical, 
economic, marketing, legal, environmental, social and governmental factors. These assessments demonstrate at the time of reporting 
that extraction could jreasonably be justified.

In geological terms, this mainly corresponds to the C1 category of the Russian classification system.

A «proven ore reserve» is the economically mineable part of a Measured Mineral Resource. It includes diluting materials and 
allowances for losses, which may occur when the material is mined. Appropriate assessments and studies have been carried out, and 
include consideration of and modification by realistically assumed mining, metallurgical, economic, marketing, legal, environmental, 
social and governmental factors. These assessments demonstrate at the time of reporting that extraction could reasonably be justified.

In geological terms, this mainly corresponds to the A+B categories of the Russian classification system.

Notes:
1  Summary data on reserves and resources forwarded for an annual review by authorized departments of Norilsk Nickel Africa and Norilsk Nickel 

Australia.
2 MMC Norilsk Nickel owns 100% of MPI Nickel, which in turn owns 100% of Silver Swan, Black Swan and Honeymoon Well deposits.
3 MMC Norilsk Nickel owns 100% of MPI Nickel, which in turn owns 50% of JV Albion Downs, including the deposit Jericho.
4 Mineral resources and ore reserves of Astralian assets are provided as of December 31, 2011.
5 Some differences may occur due to rounding.
6 Mineral resources include ore reserves.
7  Indicated mineral resources in tonnes of metal are estimated within the earth, without consideration of waste rock dilution during extraction, 

or recovery factors during preparation.
8 Four PGM comprise platinum, palladium, rhodium and gold.
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 ▸ GAS AND CONDENSATE RESERvES AS OF DECEMbER 31, 2011 

Deposit

(А+В+С1 )

Natural gas (billion m3) Gas condensate  ('000 tonnes)

Pelyatkinskoye 234 9,254

Severo-Soleninskoye 50 524

Yuzhno-Soleninskoye 54 510

Messoyakhskoye 7 -

Total Reserves 345 10,288

Note: in 2011, reserves of natural gas and gas condensate were recalculated and approved in the State Reserves Committee

 ▸ GAS AND GAS CONDENSATE PRODUCTiON by TAiMyRGAz

2011 2010 2009

Natural gas (million m3) 1,687 1,723 1,402

Gas condensate ('000 tonnes) 84 86 66

hyDrocArbon rESErvES

MMC Norilsk Nickel currently extracts 
hydrocarbons (natural gas and gas 
condensate) at the Pelyatkinskoye 
deposit, owned by a subsidiary of the 
Company —Taimyrgaz. In addition, 
OJSC Norilskgazprom, an associate of the 
Group, extracts the hydrocarbons on three 
other deposits:

 ▪ Severo-Soleninskoye gas condensate field;
 ▪ Yuzhno-Soleninskoye gas condensate field; 
 ▪ Messoyakhskoye gas field.

The gas produced is sold to Norilskenergo, 
a branch of MMC Norilsk Nickel, as a raw 
material for heat and power generation and 
for the Company’s production needs.

 ▸ pelyatkinskoye Deposit

The Pelyatkinskoye deposit is the largest of all 
gas condensate deposits that MMC Norilsk 
Nickel is currently developing. The construction 
and expansion of deposit facilities is currently 
underway, which includes construction of 
more than 200 complex technological facilities 
throughout the production chain, from gas and 
gas condensate extraction to its preparation for 
shipment to customers.

In 2011, 5 production facilities were commissioned 
at the Pelyatkinskoye gas condensate field. 
Currently, Taimyrgaz has 22 operating wells, three 
test wells and nine idle wells at the Pelyatkinskoye 
gas condensate field.

In 2011, natural gas output was 1,687 million m3; 
gas condensate — 84 thousand tonnes.

 ▸ GROUP ORE OUTPUT (‘000 TONNES)

2011 2010 2009

ruSSiA 24,736 24,454 23,190

Polar Division 16,589 16,118 15,298

Kola MMC 8,147 8,336 7,892

AuSTrAliA 209 - 509

Black Swan - - 315

Cawse - - -

Lake Johnston 209 - 192

Waterloo - - -

boTSwAnA

Tati Nickel 7,022 8,380 10,709

Group Total (net of South Africa) 31,967 32,834 34,408

SouTh AfricA2

Nkomati 3,221 2,529 988

Group Total 35,188 35,363 35,396

Notes:
1  All figures are based on a 100% ownership of subsidiaries. 
2  The performance indicators of Nkomati are based on the Group’s 50% stake and are recorded in the statements 

as the associate’s performance results.

mininG, EnrichmEnT, 
SmElTinG AnD rEfininG

Production assets of MMC Norilsk Nickel are located on three continents in 
five countries – Russia, Finland, South Africa, Botswana and Australia. The 
Group annually mines over 30 million tonnes of ore from which almost 300 
thousand tonnes of nickel – a fifth of the global nickel production.
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 ▸ GROUP AvERAGE METAl CONTENT iN ORE

Nickel (%) Copper (%) PGM (g/MT)

2011 2010 2009 2011 2010 2009 2011 2010 2009

ruSSiA

Polar Division 1.37 1.41 1.52 2,18 2.31 2.55 7.10 7.51 8.06

Kola MMC 0.67 0.67 0.65 0,28 0.29 0.27 0.09 0.08 0.09

AuSTrAliA

Black Swan - - 0.64 - - - - - -

Cawse - - - - - - - - -

Lake Johnston 1.54 - 1.69 - - - - - -

Waterloo - - - - - - - - -

boTSwAnA

Tati Nickel 0.18 0.23 0.25 0,17 0.23 0.24 - - -

SouTh AfricA

Nkomati 0.30 0.39 0.51 0.11 0.17 0.23 0.67 0.80 0.41

Nickel (%) Copper (%) PGM (g/MT)

2011 2010 2009 2011 2010 2009 2011 2010 2009

ruSSiA

Polar Division 82.1 82.4 82.7 95.7 95.8 96.0 - - -

Kola MMC 71.5 73.1 72.5 72.6 73.8 74.1 - - -

AuSTrAliA

Black Swan - - 67.8 - - - - - -

Cawse - - - - - - - - -

Lake Johnston 67.0 - 70.9 - - - - - -

boTSwAnA

Tati Nickel 54.1 62.4 88.6 55.5 61.9 88.9 - - -

SouTh AfricA

Nkomati 62.3 66.3 68.0 81.2 82.7 73.0 50.1 47.2 42.0

 ▸ METAl RECOvERy iN CONCENTRATiON 

 ▸ METAl RECOvERy iN SMElTiNG

Nickel (%) Copper (%) PGM1(g/MT)

2011 2010 2009 2011 2010 2009 2011 2010 2009

ruSSiA

Polar Division 92.9 93.2 92.9 94.7 94.5 94.4 94.1 93.8 94.0 

Kola MMC 97.7 97.7 97.6 97.4 97.2 96.6 96.3 96.9 97.4

finlAnD

Harjavalta2 96.4 96.0 96.0 91.3 91.0 96.8 93.9 85.6 85.1

Notes:
1  PGM extraction for the Polar Division is based on finished products (PGM concentrates, nickel matte); for Kola MMC – based 

on saleable PGM products (concentrates, copper slime, copper selenide).
2 Volumes include the indicators of extraction in smelting.

 ▸ GROUP SAlEAblE METAl PRODUCTiON 1 

(in tonnes or as otherwise specified)

2011 2010 2009

ruSSiA

Nickel 237,228 235,518 232,813

Copper 363,460 365,698 382,443

Palladium, thousand troy ounces 2,704 2,722 2,676

Platinum, thousand troy ounces 671 663 636

AuSTRAliA

NICKEL2 - - 1,223

boTSwAnA3

Nickel 9,346 11,163 17,401

Copper 8,803 11,050 13,352

Palladium, thousand troy ounces 68 84 100

Platinum, thousand troy ounces 12 14 17

finlAnD

NICKEL 48,524 49,159 28,452

Copper 5,681 11,279 4,983

Palladium, thousand troy ounces 34 48 18

Platinum, thousand troy ounces 12 15 5

GROuP TOTAl, exCluDiNG SOuTh AFRiCA

Nickel 295,098 295,840 279,889

Copper 377,944 388,027 400,778

Palladium, thousand troy ounces 2,806 2,854 2,794

Platinum, thousand troy ounces 695 692 658

SOuTh AFRiCA (50%) TO ThiRD PARTieS4

Nickel - 1,489 3,005

Copper - 845 1,436

Palladium, thousand troy ounces - 7 11

Platinum, thousand troy ounces - 2 3

GROuP TOTAl5

Nickel 295,098 297,329 282,894

Copper 377,944 388,872 402,214

Palladium, thousand troy ounces 2,806 2,861 2,805

Platinum, thousand troy ounces 695 694 661

 Notes: 
1  All figures are based on a 100% ownership of subsidiaries. Data excludes results of Stillwater Mining Company, which was 
a subsidiary of the Group until December 2010.

2  Nickel concentrate produced by Australian assets of the Group is processed at Norilsk Nickel Harjavalta  Ni-refining plant 
and included in its results. In 2010, production at Australian assets was suspended. In 2011, Australian assets produced 1,748 
tonnes of nickel in concentrate.

 3  Excluding 3,014 tonnes of nickel in concentrate, 3,053 tonnes of copper in concentrate, 14 thousand troy ounces of palladium 
in concentrate and 4 thousand troy ounces of platinum in concentrate, delivered to Norilsk Nickel Harjavalta in 2010 for 
processing. 

4  Excluding 3,546 tonnes of nickel in concentrate, 1,957 tonnes of copper in concentrate, 23 thousand troy ounces of palladium 
in concentrate and 4 thousand troy ounces of platinum in concentrate, delivered to Norilsk Nickel Harjavalta in 2010 for 
processing. In 2011, concentrate from Nkomati was delivered to Norilsk Nickel Harjavalta for processing – 5,815 tonnes 
of nickel in concentrate, 2,927 tonnes of copper in concentrate, 24 thousand troy ounces of palladium in concentrate and 
9 thousand troy ounces of platinum in concentrate.

5  The aggregate figures, “Total”, are often rounded numbers, hence, in certain cases, individual figures may differ slightly from 
earlier published values.
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1  Ore shoot section deposited 70-100 meters above the base reserves; the rated capacity of the section ready for production 
is 600-800 thousand tonnes of rich ore per year.

ruSSiA

 Polar Division  

 ▸ ore Extraction

In 2011, the aggregate ore output from mining 
entities of the Polar Division was 16.6 million 
tonnes, an increase of 2.9% year-on-year.

Changes in ore production volumes against the 
previous year are related to:

 ▪ a decrease in rich ore output by 159 thousand 
tonnes (or 2.3%) as a result of reduction in rich 
ore output from the Oktyabrsky mine and the 
Komsomolsky shaft. This was partly offset by 
the growth of output from the Taimyrsky mine 
along with the Skalisty shaft;

 ▪ an increase in the cuprous ore output by 267 
thousand tonnes (or 5.6%), caused by the growth 
of output from the Oktyabrsky mine and the 
Komsomolsky shaft;

 ▪ an increase in the disseminated ore output 
by 363 thousand tonnes (or 8.2%), caused by the 
growth of output from the Oktyabrsky mine 
and the Komsomolsky shaft. Besides, there 
was a minor reduction in ore output from the 
Zapolyarny mine.

In 2011, further construction of the Company’s 
mining infrastructure assets as part of the 
Company’s implementation of its Production 
and Technical Development Strategy for the 
period till 2025. Ore production facilities were 
built and commissioned under the following 
projects:

 ▪ in the Taimyrsky Mine –  at start-up facility 
II in order to penetrate and develop part of the 
Bolshoy Gorst1 pool, on top of this ventilation 
shaft at start-up facility II was comprehensively 
modernised;

 ▪ in the Oktyabrsky mine –work related to the 
reconstruction, penetration, treatment and 
mining of cuprous ores at start-up facility IV, 
preparation work for mining rich ore reserves in 
the protective pillar of the transportation shaft 
without partial extraction of the shaft at start-
up facility I;

 ▪ in the Komsomolsky mine –work related to 
the expansion of cuprous and disseminated ore 
production at the start-up facility I.

2011 also witnessed further feasibility studies, 
design and construction in other strategic areas 
at the Polar Division’s mining entities, which 
included:

 ▪ Taimyrsky Mine:
 – construction of permanent mine openings 

ensuring the replenishment of the retired 
rich ore production capacity at depths of 
1,300 and 1,400 m;

 – overhaul of start-up facilities for the 
penetration and development of part of the 
Bolshoy Gorst pool to replenish the retired 
rich ore production capacity;

 – penetration and development of the pool 
and flanks at depth of 1,200 m to replenish 
the retired rich ore production capacity;

 – upgrade of the skip shaft elevating facility;
 – upgrade of the fan installation.

 ▪ Oktyabrsky Mine:
 – work related to the expansion of cuprous ore 

production;
 – work related to the penetration, treatment 

and mining of rich and disseminated ores to 
replenish the retired production capacity and 
maintain the overall production volumes;

 – mining of continuous sulfide ores of the 
Western flank of the pool to replenish the 
retired rich ore production capacity;

 – mining of rich ores in the protective pillar 
of the transportation shaft without partial 
extraction of the shaft.

 ▪ Skalisty Shaft:
 – development of the rich ore production 

capacity;
 – penetration, treatment and mining of the 

rich and cuprous ores of the Talnakh and 
Oktyabrskoye deposits, work related to 
penetration into the deep pools of rich ores 
through the shaft VS-10 to replenish the 
retired rich ore production capacity.

 ▪ Komsomolsky Shaft:
 – mining of disseminated ores of the 2nd 

and 3rd lines to develop disseminated ore 
production capacity;

 –  work related to penetration and mining of 
flank reserves of rich and cuprous ores;

 – expansion of cuprous and disseminated ore 
mining to increase the total cuprous and 
disseminated production capacity of the 
Komsomolsky Shaft;

 – penetration and development of south-
eastern part of the pool in the Oktyabrskoye 
deposit containing rich and cuprous ores. 

 ▪ Mayak Shaft:
 – penetration, treatment and mining of the 

Talnakh deposit ore reserves.

 ▪ Zapolyarny Mine:
 – expansion of disseminated ore production 

in the Norilsk-1 deposit, ensuring the 
replenishment of disseminated ore 
production capacity.

In October 2011, the start-up complex I of 
the project on utilisation of tailings of the 
Talnakh Enrichment Plant for backfilling at 
the Komsomolsky mine was ramped up. This 
should enable to use about 250 thousand 
m³ per year (220 thousand tonnes per year) 
of tailings to fill in worked-out areas of 
the mine. The shift of this equipment to 24 
hour operation mode will allow to triple the 
processed volumes of tailings. 

Type of ore 2011 2010 2009

Rich 6,798 6,957 7,004

Cuprous 5,001 4,734 5,236

Disseminated 4,790 4,427 3,058

Total 16,589 16,118 15,298

Note: The aggregate figures, “Total”, are often rounded numbers, hence, in certain cases, individual figures may differ slightly 
from earlier published values.

 ▸ ORE OUTPUT FROM ThE POlAR DiviSiON ('000 TONNES)
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 ▸ Enrichment

In 2011, the Polar Division’s two enrichment 
plants existing production capacity ensured the 
processing of 16.2 million tonnes per annum of 
all types of extracted ores (rich, cuprous and 
disseminated) which is by 413 thousand tonnes 
higher as compared to 2010. Moreover, the 
Norilsk Enrichment Plant additionally processed 
1.5 million tonnes of stockpiled pyrrhotite 
concentrate.

Norilsk Enrichment Plant

Extraction of nickel in nickel concentrate 
from mixture of disseminated ores was flat 
as compared to 2010. Extraction of nickel in 
nickel concentrate from mixture of cuprous 
ores increased by 0.8%. Extraction of copper in 
copper concentrate increased by 1.5%. 

In 2011, the Norilsk Enrichment Plant 
commissioned a number of facilities in the 
second joint impounding field of the Norilsk and 
Talnakh Enrichment Plants, under a common 
project for the expansion of the Lebyazhye 
tailings storage facility:

 ▸ PRODUCTiON ASSETS OF ThE POlAR DiviSiON

Deposit/Mine Type of mine Ores

oktyabrskoye deposit sulfide copper and nickel ores

Oktyabrsky mine underground mine rich, cuprous and disseminated ores

Taimyrsky mine underground mine rich ores

Komsomolsky shaft underground mine rich, cuprous and disseminated ores

Talnakh and oktyabrskoye deposits sulfide copper and nickel ores

Komsomolsky shaft underground mine rich, cuprous and disseminated ores

Mayak shaft underground mine disseminated ores

Skalisty shaft underground mine rich ores

norilsk-1 deposit sulfide copper and nickel ores

Medvezhy Ruchey open pit mine open pit mine disseminated ores

Zapolyarny mine underground mine disseminated ores

 ▪ a pumping station for sirculating water 
supply with syphon intakes of the first and 
second fields of the tailings storage; 

 ▪ units of full watercircle metering.

Talnakh Enrichment Plant

In 2011, extraction of nickel in nickel concentrate 
from cuprous ores reached 74.7% which is 0.8% 
higher than in 2010. Additional 1.6 tonnes nickel 
in nickel concentrate was produced in 2011 
thanks to increase in volume of processed ores 
and improvements in recovery rates. Extraction 
of copper in copper concentrate reached 76.5% 
being in line with 2010. 

In 2011, the Company continued work to restore 
and re-equip the Talnakh Enrichment Plant. The 
primary project goal is to gradually increase its 
production capacity for all ores up to 16 million 
tonnes per annum as the Company expects 
growth of volumes of rich and cuprous ores 
to be processed by the Polar Division. In the 
reporting year, the project documentation on 
primary technological solutions of enrichment 
of Talnakh ores was drafted; technological 

equipment (Metso Minerals’ mills) was 
purchased and delivered under the project 
of increasing the processing capacity up to 
10 million tonnes of ore; tenders to choose 
contractors of primary technological equipment 
were organised; pre-construction works were 
completed.   

 ▸ Smelting

In 2011, the Company’s metallurgical 
enterprises continued to improve the 
organisation of the engineering processes 
and the maintenance of primary engineering 
equipment, namely:

 ▪ replenishment of retired facilities of the 
oxygen plants producing air separation products 
and air compression under the project on 
reconstruction of the air separation workshop 
at the Nadezhda Metallurgical Plant;

 ▪ replacement of the electric furnace №4 
by a new one of  higher capacity, equipped 
with a gas treatment system manufactured 
by Tenova Pyromet (Pty) Ltd., South Africa 
under the project on boosting the capacity of 
pyrometallurgical facilities at the Nadezhda 
Metallurgical Plant to enable the treatment of 
all nickel feedstock; 

 ▪ a motor road for delivery of building 
materials was commissioned, works on 
expansion of  dam and dike under the project 
on reconstruction of tailing storage facility 
to increase usable storage capacity to 40 
million m3 started. The key goal of the project 
is to ensure uninterrupted operation of the 
hydrometallurgical equipment at the Nadezhda 
Metallurgical Plant and safe operation of the 
tailings storage facility.

Furthermore, the Company started working 
on the design of a new enrichment plant for 
treatment of  current and stockpiled slag 
waste of the Copper Plant. 

 Kola MMC

 ▸ ore Extraction

In 2011, the aggregate ore output from the mining 
facilities of Kola MMC was 8.1 million tonnes. 
The increase in ore output was driven by mining 
performance of  Kaula-Kotselvaara mine and the 
underground section of the Severny mine.

2011 saw further construction of Kola MMC’s 
mining facilities to penetrate and develop of ore 
reserves down to -440 m horizon.  

Currently, the Severny-Gluboky mine is running 
at its full capacity of 6 million tonnes of ore per 
annum. 

 ▸ Enrichment

The Kola MMC Enrichment Plant ensures the 
processing of the entire volume of extracted 
ores. In 2011, the volume of processed ore was 
0.5% higher than in 2010.

2011 witnessed further works related to 
working-out of project documentation 
and contractual agreements on delivery of 
equipment for modernisation of the Enrichment 
Plant’s crushing section.

Under the project on construction of a new 
water-receiving and disposal system for the 
Enrichment Plant’s tailings storage facility, 
the construction of the start-up complex I 
was completed. The Company also made the 
decision to build start-up complex II in 2012. 

 ▸ Smelting

In 2011, under the project on modernisation 
of the concentrate roasting shop of the 
Enrichment Plant and the production of 
reinforced briquettes the first line of briquetting 

Mining, Enrichment, Smelting  
and Refining
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Severny Kaula-Kotselvaara

was commissioned. In course of the testing 
stage the equipment was successfully ramped 
up to nameplate capacity. The construction 
and assembly works as well as installation of 
technological equipment of the second line 
were completed with a target of commissioning 
the line by the fourth quarter 2012. The 
implementation of this project will increase the 
production efficiency and allow for a substantial 
reduction of emissions at Zapolyarny city. 

2011 saw further modernisation of the smelting 
shop aimed at maximum reduction of sulphur 
dioxide and dust emissions.  

 ▸ PRODUCTiON ASSETS OF kOlA MMC

2011 also witnessed further works on 
modernisation of the nickel electrolysis shop in 
order to increase the annual capacity up to 120 
thousand tonnes of cathode nickel. Gipronickel 
Institute drafted the pre-feasibility study and 
started feasibility study under the project of 
transition to the new promising technology of 
extraction in chloride solvent.

During the year, Gipronickel Institute completed 
the project documentation and started to 
develop working documentation under the 
project of production of electrolytic cobalt with 
the capacity of 3 thousand tonnes per annum. 
The project documentation has passed the state 

Deposit/Mine Type of mine Type of extracted Ores

Zhdanovskoye deposit sulfide copper and nickel ores

Severny mine, Southern open pit section open pit mine disseminated ores

Western and Central open pit sections underground mine disseminated ores

Zapolyarnoye deposit sulfide copper and nickel ores

Severny mine, Northern open pit section underground mine disseminated ores

Kotselvaara and Semiletka deposits sulfide copper and nickel ores

Kotselvaara mine underground mine disseminated ores

expertise. In addition, in 2011, the contractual 
work on manufacturing and delivery of the 
primary technological equipment was run. 

In 2011, Gipronickel Institute drafted the 
project documentation on the environmental 
project envisaging the recycling of salt waste 
from nickel refining shop. The documentation 
successfully passed through the state expertise. 
Furthermore, the Company performed the 
contractual work on delivery of the primary 
technological equipment.

 ▸ Domestic metal output

In 2011, domestic nickel output increased by 
1.7 thousand of tonnes as compared to 2010 
and reached 237.2 tonnes. Domestic copper 
output in 2011 decreased by 2.2 thousand tonnes 
as compared to 2010 due to the expected 
reduction in metal grades in ores mined while 
enrichment facility capacity was limited. The 
aggregate platinum and palladium output 
demonstrated the opposite trends – palladium 
output slightly decreased by 18 thousand of 
ounces down to 2,704 thousand ounces in 2011, 
platinum output grew by 8 thousand ounces to 
671 thousand ounces. 

 2011 2010 2009

polar Division

Nickel 124,000 124,200 124,250

Copper 303,940 309,320 323,705

Kola mmc

Nickel, including: 113,228 111,318 108,563

– from own raw materials 39,690 39,002 36,770

– from other raw materials, including those of the Polar Division 73,538 72,316 71,793

Copper, including: 59,520 56,378 58,738

– from own raw materials 20,739 17,321 18,023

– from other raw materials, including those of the Polar Division 38,781 39,057 40,715

Group Total in Russia

Nickel 237,228 235,518 232,813

Copper 363,460 365,698 382,443

Palladium (thousand troy ounces) 2,704 2,722 2,676

Platinum (thousand troy ounces) 671 663 636

 ▸  METAl OUTPUT FROM ThE POlAR DiviSiON AND kOlA MMC  
 (in tonnes or as otherwise specified)

Mining, Enrichment, Smelting  
and Refining



72 73Norilsk Nickel / AnnuAl Review / 2011 

All eDGes of success review of operAtiNG  
performANce

AuSTrAliA

In June 2011, the Group re-launched the 
Australian operation Lake Johnston. 

In 2011, ore output reached 209 thousand 
tonnes with the average nickel grade 
1.4%. 200 thousand tonnes of ore were 
processed at the enrichment plant. In 
2011, Lake Johnston achieved the designed 
characteristics on the quality and recovery of 
nickel in commercial products. Lake Johnston 
produced 13 thousand tonnes of nickel 
concentrate (more than 1.7 thousand tonnes 
of nickel in concentrate). 

boTSwAnA

In 2011, the total ore output from the Phoenix 
mine was 6.7 million tonnes with the average 
nickel grade of 0.17%. 

In the second-third quarters of 2011, mining 
was suspended at one of the pits in order 
to optimize the development model of 
the Phoenix deposit. Gipronickel Institute 
recalculated the mineral resource base and 
revised the mining calendar. Subsequently 
mining horizons with very low metal grades 
and rocks were developed in order to access 
the main ore body.

The performance of enrichment plants was 
mostly affected by changes in the mineral 
composition of ore as well as by the reduction 
in volumes of ore mined due to suspension 
of mining at one of the pits. In course of 
the reporting year, the Group conducted a 
number of laboratory and industrial tests 
using mining waste depressants in flotation 
aimed at improving concentrate quality 

and raising metal recoveries. In addition, 
at the enrichment plant tests were run on 
treatment of stockpiled material (tailings of 
magnetic separation and low quality ore from 
warehouse).  

As of the year-end, the DMS plant processed 
9.7 million tonnes of material; the flotation 
plant treated 4.4 million tonnes of material. 
In 2011, the output of concentrate was 178 
thousand tonnes with the average nickel grade 
of 5.3% translating into 9.3 tonnes of nickel in 
concentrate.

SouTh AfricA

Sulfide ore output in 2011 was 3.2 million 
tonnes with the average nickel grade of 0.3%. 
Furthermore, ca 0.3 million tonnes of oxidized 
chrome ore were mined.  

In the reporting year, the enrichment plants 
processed 3.1 million tonnes of ore. The 
performance of the enrichment plant with 
capacity of 375 thousand tonnes of ore per 
month was unstable due to sharp variability of 
mineral composition of the feedstock. 

The enrichment plant with capacity of 100 
thousand tonnes of ore per month designed 
to process ore with low nickel grades, was 
successfully ramped up. There are plans of 
extracting chrome from nickel flotation tailings 
into chrome concentrate in order to improve the 
enrichment plant’s performance. 

In 2011, the production of nickel in concentrate 
amounted to 5.8 thousand of tonnes (the 
Group’s share is 50%) which was fully shipped to 
Norilsk Nickel Harjavalta for further processing. 

 ▸ bREAkDOWN OF NiCkEl 
PRODUCTiON OF NORilSk NiCkEl 
hARJAvAlTA

59%

cathodespowder

briquettes salts

26%

14%

1%

100% = 48,5  thousand tonnes

finlAnD

 ▸ raw material Supplies

In 2011, the utilisation rate of Norilsk Nickel 
Harjavalta, a nickel refining plant, was generally 
in line with 2010 and totaled 74%. Main sources 
of raw materials for the plant in the reporting 
period included the intragroup supplies of 
nickel concentrate from Nkomati, nickel sulfide 
concentrate from Talvivaara (Finland), as well 
as concentrates and matte purchased at the 
market. 

 ▸ metal production by norilsk nickel 
harjavalta

In 2011, Norilsk Nickel Harjavalta produced 
48,524 tonnes of saleable nickel in forms of 
cathodes, briquettes and salts outperforming 
the annual budget plan by more than 3 
thousand tonnes.

In the reporting year, the upgraded matte 
leaching technology was implemented. As 
a result, non-ferrous and precious metal 
losses with tailings were reduced as well as 
consumption of materials and energy resources. 
The upgraded model of filtration enabled to 
increase the level of utilisation of technological 
materials in nickel smelting of Boliden 
Harjavalta.

 

Mining, Enrichment, Smelting  
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In 2011, the aggregate amount of capital 
investments of the Group’s Russian entities 
amounted to USD 1,880 million, most of 

Capital investments of the Group 2011 2010 2009

Russia 1,880 932 909

Australia1 7 10 4

Botswana2 3 16 29

Finland 14 6 59

Group Total, excluding South Africa 1,904 964 1,001

South Africa 20 79 84

Group Total 1,924 1,043 1,085

Notes:
1  IFRS data are adjusted for the amount of expenses associated with equipment dismantling and site restoration upon 

completion of operations.
2  IFRS data are adjusted for the price of operating lease contracts classified as financial leases in accordance with IFRS and for 

the price of dismantlement of equipment and restoration of the site after exploitation. 

 ▸  bREAkDOWN OF CAPiTAl iNvESTMENTS OF ThE GROUP’S ENTiTiES 
(USD million)

 
cApiTAl invESTmEnTS

The Group’s aggregate amount of capital investments in 2011 exceeded  
USD 1.9 billion. Key investments were allocated at the development  
of the mineral resource base in Russia.

which (USD 1,654 million) was invested in 
construction of industrial facilities. 

ruSSiA

The highest priorities for the Company’s 
investment activities in 2011 were as follows: 

 ▪ further construction of the mineral resource 
base of the Polar Division and Kola MMC’s 
producing entities for the purpose of penetrating 
and mining new ore sections of mine fields, 
increasing ore output, replenishing retired 
facilities, and using new mining technologies: 

 – in the Oktyabrksy Mine – developing cuprous 
ore production and replenishing the retired 
facilities for rich ore production;

 – in the Taimyrsky Mine – replenishing retired 
facilities and increasing rich ore output;

 – in the Komsomolsky Mine – penetrating and 
extracting flank reserves of rich and cuprous 
ore and for engaging the mining of the top-
priority section of disseminated ores;

 – in the Skalisty Mine – penetrating reserves and 
preparing for the mining of rich ore pools at the 
Talnakh deposit;

 ▸  bREAkDOWN OF ThE GROUP’S CAPiTAl iNvESTMENTS iN RUSSiA iN 2011 
(USD million)1

 ▸ bREAkDOWN OF ThE GROUP’S CAPiTAl 
iNvESTMENTS iN RUSSiA iN 2011

63%

Equipment not included 
in the construction expense budgets  

Non-industrial facilities

Industrial facilities

Other investments

5%

26%

6%

Purpose of capital investments 20112

industrial facilities

Mineral resource base 562

ConcentrationEnrichment 27

Metallurgy 143

Power engineering 145

Auxiliary facilities 297

Total industrial facilities 1,175

Non-industrial facilities 134

Equipment not included in the construction expense budgets 479

Other investments (R&D, geological exploration, automatisation) 92

Total 1,880

Notes:
1  Capital investments include expenses in connection with geological exploration, R&D and FS, Automated Management 

System expenses (IT projects). 
2 For 2011, the following exchange rate is used: USD 1 = RUB 29.39 
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 – in the Mayak Mine – penetrating and 
extracting reserves of rich and cuprous ore at 
the Talnakh deposit within the boundaries of 
the Mayak Mine;

 – in the Severny-Gluboky mine – penetrating 
and extracting disseminated ores at the 
Zhdanovskoye deposit.

 ▪ the upgrade and re-equipment of the Polar 
Division and Kola MMC’s facilities related to the 
process of ore concentration and metallurgy 
process stages:

 – further implementation of a project 
aimed at increasing the pyrometallurgical 
production capacity of the Nadezhda 
Metallurgical Plant;

 – continuing implementation of the project 
aimed at the expansion of Talnakh 
Enrichment Plant in order to process 
the increased volumes of extracted 
ore. In 2012, the Company plans to start 
construction and installation works;

 – further overhaul of the nickel electrolysis 
shop in Monchegorsk in order to increase 
nickel cathode production capacity up 
to 120 thousand tonnes per annum and 
reduce operating costs, construction-in-
progress and metal losses.

 ▪ the implementation of environmental 
activities, including the introduction of new 
technologies aimed at cutting emissions and 
improving environmental conditions:

 – further implementation of the production 
upgrade project aimed at reducing sulphur 
dioxide air emissions in Zapolyarny city 
through the transition to roasting-free, 
concentrate briquetting technology;

 – implementation of the project aimed at 
recovering salt waste of the nickel refinery 
in  Monchegorsk city.

In 2011, capital investments by the Group’s 
entities in Russia amounted to USD 1,880 million, 
the main portion of which (USD 1,654 million) 
was invested in the construction of industrial 
facilities and purchase of the equipment not 
included in the construction expense budgets.

 Polar Division

USD 561 million was invested in mining 
development. The major part of funds was used 
for the construction, overhaul and upgrade of 
the Polar Division’s mining facilities (USD 528 
million).

 ▸ polar Division 

2011 saw further capital work related to the 
principal ore mining facilities.

USD 248 million was invested in projects carried 
out at the Skalisty mine, of which:

 ▪ USD 159 million was used for replenishment 
of the retired rich and cuprous ore production 
facilities;

 ▪ USD 89 million was invested in the 
penetration, preparation and mining of rich and 
cuprous ores.

USD 90 million was allocated by the Company on 
projects in the Taimyrsky mine, of which:

 ▪ USD 54 million was invested in penetration 
of new horizons (-1,300 m and -1,400 m) and 
replenishment of retired capacities;

 ▪ USD 20 million was allocated to 
replenishment of retired capacities for rich ore 
body С-2. This project envisages safeguarding 
the site’s designed capacity at the level of 1.5 
million tonnes of ore per year; 

 ▪ USD 16 million was used to implement other 
projects. 

USD 59 million was allocated for implementation 
of projects at the Komsomolsky mine of which 
USD 42 million was invested in boosting total 
production capacity up to 4 million tonnes 
of ore per annum at the Komsomolsky mine 
through penetration, preparation and mining 
of flank cuprous ore reserves in the Talnakh and 
Oktyabrskoye deposits as well as disseminated 
ore bodies. 

USD 70 million was allocated by the Company on 
projects at the Oktyabrsky mine of which USD 54 
million was allocated for the expansion of cuprous 
ore production capacity up to 3 million tonnes per 
annum.

USD 20 million was invested in replenishment 
of retired capacities and support of the existing 
anhydrite facilities of the Anhydtrite mine at 1.5 
million tonnes per annum.

USD 18 million was invested in increased mining 
of disseminated ore from the Norilsk-1 deposit 
(Zapolyarny mine).

 ▸ Kola mmc

In 2011, USD 28 million was invested in 
development of the mineral resource base 
of Kola MMC. The key investment project of 
Kola MMC is the construction of the Severny-
Gluboky underground mine for the purpose of 
replenishment of retired facilities at the Tsentralny 
mine and ensuring the optimal utilisation rate of 
the processing facilities of Kola MMC.

 ▸ chita project

In 2011, the Company allocated more than USD 6 
million for carrying out design of the Bystrinsky 
mining and enrichment plant. In the reporting 
year, the Company also started to design the 
Bugdainsky mining and enrichment plant. 

 Enrichment

 ▸ polar Division and Kola mmc

In 2011, the amount of investment for the 
development of Polar Division and Kola MMC’s 
enrichment facilities totaled USD 27 million, 
including:

 ▪ USD 13 million was used on expansion of 
production capacity of the Talnakh Enrichment 
Plant to ensure processing of increased ore 
volumes;

 ▪ USD 11 million was used on the project of 
warehousing the tailings of the Polar Division 
in order to ensure steady levels of metals’ 
output and comply with the requirements of 
environmental laws.

 Metallurgy

 ▸ polar Division 

In 2011, capital investments in development 
of Polar Division’s metal processing facilities 
amounted to USD 103 million, including:

 ▪ USD 71 million allocated to reconstruction 
of impoverishing furnaces at the Nadezhda 
Metallurgical Plant in order to boost 
pyrometallurgic capacity of the plant in the long 
run;

 ▪ USD 13 million spent in capital construction 
of the Copper Plant;

 ▪ USD 19 million allocated on implementation 
of other projects at smelting facilities of the 
Polar Division.

 ▸ Kola mmc

In 2011, capital investments in the metallurgical 
facilities of Kola MMC totaled USD 40 million, 
of which USD 27 million was spent on the 
overhaul of the concentrate roasting shop in 
order to produce reinforced briquettes. The 
implementation of this project will reduce 
sulphur dioxide and dust emissions at the 
Zapolyarny site. USD 11 million was allocated 
for reconstruction of nickel electrolysis shop in 
Monchegorsk city in order to increase output of 
cathode nickel up to 120 thousand tonnes per 
annum, reduce operating expenses and metal 
losses.

 Investments in Energy and Auxiliary 
Facilities

The investments in energy and auxiliary facilities 
amounted to USD 443 million. Most investments 
were spent on projects on supplying electricity 
and heat, providing water supplies and discharge 
services to the Polar Division, Kola MMC and 
the population of the Norilsk industrial region, 
as well as on designing and building railroads, 
motor roads and infrastructure facilities in 
Zabaykalsk region.
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The total investment made by the fuel and 
energy enterprises was USD 120 million, of which:

 ▪ USD 79 million was used for building new 
gas pipelines and the condensate pipeline along 
the “Pelyatkinskoye Field – Dudinka” route. 
The project will guarantee gas transportation 
from the Pelyatkinskoye gas condensate field, 
mitigating the risk of accidents, increasing 
the capacity throughout the existing gas 
transportation system and creating the 
required gas transportation reserve;

 ▪ USD 37 million was invested in further 
implementation of exploratory well drilling 
at the Pelyatkinskoye gas condensate field 
development. Commercial operation of the 
field will provide for the adequate gas output 
to ensure uninterrupted energy supplies to 
the industrial facilities of the Group and to 
the residential sector of the Norilsk industrial 
region.

USD 172 million was allocated on development 
of cargo and logistics entities of the Group, of 
which:

 ▪ USD 138 million was allocated on building 
of Arctic-class tanker. The project’s goal is to 
ensure year-round shipments of gas condensate 
and deliveries of oil products to the Norilsk 
industrial region; 

 ▪ USD 20 million was allocated to construction 
of the Company’s proprietary home port in 
North-Western region of Russia to ensure safe 
shipments of Company’s cargo and to provide 
conditions for sustainable growth.

USD 113 million was invested in infrastructure 
projects related to the development of 
polymetallic deposits in Zabaikalsk region (the 
Bystrinskoye copper, gold, silver and iron deposit 
and Bugdainskoye molybdenum deposit). Key 
infrastructure segments of Chita project in 2011 
included construction of new railroad line from 

Naryn-1 (Borzya) station to Gazimursky Zavod 
station, and drafting of design and detailed 
project documentation for construction of access 
roads to the Bystrinsky and Bugdainsky mining 
and enrichment plant. Also, USD 24 million under 
the Chita project was spent for technological 
connection to electricity networks of 
Chitaenergo, the branch of MRSK Sibiri to supply 
electric power to the Bystrinsky and Bugdainsky 
mining and enrichment plants.

 Equipment not included in the 
construction expense budgets 

In 2011, USD 479 million was invested in equipment 
not covered by construction cost estimates, 
including USD 210 million for the Polar Division, 
USD 44 million for Kola MMC and USD 225 million 
for Company’s subsidiaries.

 Non-Industrial Construction

USD 134 million was used for building non-
industrial facilities with a view to improving 
the infrastructure and the work and holiday 
conditions of the Company’s employees.

 Other expenses  
(R&D, geological exploration, IT)

In 2011, the Company allocated USD 92 million 
for investment projects related to research 
and development, designs and experiments, 
geological exploration and computerisation 
including USD 54 million provided for 
geological prospecting to support sustainable 
development of MMC Norilsk Nickel in 
Zabaikalsk region. USD 33 million was spent 
on development of automated enterprise 
management systems for the Polar Division and 
Kola MMC.

AuSTrAliA

In 2011, capital investments of Norilsk Nickel 
Australia amounted to USD 7 million.

The key investment projects were the 
re-launch of Lake Johnston, geological 
exploration at Maggie Hays area and 
replacement of the outdated IT equipment. 
Specifically, USD 5 million was invested in 
repair of the enrichment plant of the Lake 
Johnston mine.  

boTSwAnA

In 2011, the amount of capital investments of 
Tati Nickel totaled USD 3 million.

The principal investment projects included 
geological exploration at new sites and 
implementation of continued projects. 

finlAnD

The capital investments made by Norilsk Nickel 
Harjavalta in 2011 amounted to USD 14 million.

The capital investments were used for the 
projects aimed at maintenance and expansion of 
production capacity and replacement the outdated 
equipment. The expansion of the investment 
programme in 2011 is related to implementation 
of several important projects including the 
construction of matte-free technological line, 
purchase of a new filter-press and creation of the 
process of neutralisation of redundant anode 
liquor. The implementation of the project will 
improve economic and technological performance 
of the refining process: reduce precious metal 
losses with tailings, improve product mix 
of commercial nickel products and reduce 
consumption of material and technical resources.

SouTh AfricA

In 2011, capital investments made by the 
Nkomati joint venture amounted to USD 20 
million, based on the Group’s share of 50%.

The capital investments on mining amounted 
to USD 8 million. Additional USD 10 million was 
spent on developing the fixed assets of the 
enrichment plants (completion of upgrading 
the enrichment plants). 
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The Production and Technical Development 
Strategy for the period till 2025 provides 
technical, financial, economic and investment 
policy in the long run as well as establishes 
solid grounds for social, regional and human 
resources policies, strategies for development of 
related industrial facilities and optimisation of 
corporate governance of MMC Norilsk Nickel.

MMC Norilsk Nickel sees its mission in 
strengthening its leadership in mining and 
metals sector and the role of responsible 
producer and supplier of non-ferrous and 
precious metals. 

 Pillars of the Company’s business:

 ▪ rational approach to unique mineral base 
and stability of operating expenses;

 ▪ realisation of growth potential through 
efficient prospecting, exploration, and 
development of world-class mineral deposits;

 ▪ ensuring smooth growth of the metals 
markets; 

 ▪ contributing to sustainable development of 
the regions of operations.

 Strategic goals:

 ▪ Rational approach to unique mineral base 
and stability of operating expenses:

 – apply rational approach to the mineral 
base, increase loading rate of mining and 
processing capacities of the Company;

 – improve arrangement and modernize 
enrichment and smelting capacities to 
ensure the most efficient processing of 
extracted ore and metals;

 – maintain stable cost positions 
based on improved skills of ongoing 
production optimisation, development, 
and implementation of viable engineering 
solutions;

 – increase autonomy in procurement 
of low-cost resources including power, 
transport, and logistics; 

 – improve management processes.

 ▪ Realisation of the Company’s growth 
potential through efficient prospecting, 
exploration, and development of world-class 
mineral deposits:

 – actively participate in search, geological 
studies, and exploration of new prospective 
world-class deposits both in and outside 
Russia;

 – apply the world’s best practices in 
exploration, extraction, and recovery of non-
ferrous and precious metals.

 ▪ Ensuring smooth growth of the metals 
markets:

 – as a supplier, assume responsibility for 
consequences of its operations to each 
individual consumer and the market in 
general;

 – ensure maximum reliability of product 
shipments to consumers through 
development of its own marketing system;

 – promote sustainable and consistent 
development of the market demand for 
metals with regard to which the Company is 
reputed as a world’s leading producer.

 ▪ Contributing to sustainable development of 
the regions of operations:

 – foster skills, provide conditions for 
professional growth of high-class specialists 
and the safe working environment; maintain 
the system of competitive incentives and 
social benefits for employees based on their 
achievements both in terms of quality and 
quantity;

 – comply with Russian and international 
environmental standards, apply innovative 
technologies to meet the polluting emissions 
requirements, implement socially efficient 
environmental projects at regional, national 
and international levels;

 – implement projects of social and 
economic  planning and infrastructure 
development in cooperation with regional 
and municipal authorities.

The sustainable development strategy of MMC 
Norilsk Nickel is interlinked with the Company’s 
long-term vision of its key business objectives 
fixed in the Strategy. 

 Key objectives of the Strategy:

Objective 1: Become a top-5 mining and metals 
companies in terms of market capitalisation.

Objective 2: Implement upside potential through 
geologic exploration, development, and 
acquisition of large mineral deposits in those 
countries and regions where the Company has 
or intends to obtain competitive advantages.

Objective 3: Insure growth of production while 
maintaining EBITDA margin for current assets 
and obtaining EBITDA margin similar to top-5 
peers at new projects with average margin of 
50% at mid cycle prices. 

Objective 4: Ensure stability and security of the 
Company’s core Russian assets by warranting 
infrastructure and services’ costs at levels 
competitive to any third party suppliers. 

Objective 5: Safeguard the Company’s key 
competitive advantage as the lowest-cost nickel 
producer.

Objective 6: Diversify the Company’s business in 
terms of geography and variety of products.  

 
STrATEGy

In 2011, the Board of Directors of MMC Norilsk Nickel approved the Production 
and Technical Development Strategy for the period till 2025. The document 
reflects the Company’s ambitious plans to be included in top-5 largest mining 
and metals companies by market capitalisation, as well as geographical 
expansion and product diversification.
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Review of opeRating  
peRfoRmance

 Key focus areas of the Company’s development Strategy in Russia:

Direction expected results

Development of mineral 
resource base

 ▸ Accelerated growth of reserves of all types of ores adjacent to the 
existing deposits.

 ▸ Increase the mining volume of all types of ores in the Polar Division 
and Kola MMC up to 39 million tonnes per annum by 2025.

 ▸ Commission mining and enrichment facilities in Zabaykalsk region 
since 2016

Development of 
enrichment facilities

 ▸ Metal losses reduction through separate treatment of different 
types of ore.

 ▸ Increase output of commercial products through enhancement 
of the quality of concentrates and reduction of the number of 
concentrates treated in smelting.

 ▸ Reduction of precious metal losses and operating costs through 
decommissioning of chemical enrichment facility.

 ▸ Reduction of sulphur disposal costs through maximising its share in 
tailings. 

Development of smelting 
facilities

 ▸ Reduction of operating costs through decommissioning of 
outdated smelting and refining facilities.

 ▸ Increase of commercial products output through growth of 
recoveries in high-grade matte refinement.

 ▸ Establishment of conditions for sulphur recovery with minimum 
costs.

 ▸ Reduction of operating staff headcount.

Mitigating environmental 
impact 

 ▸ Extraction at least 95% of sulphur from the exhaust gases of 
smelting facilities. 

 ▸ Reduction of pollutant emissions in the air and water.
 ▸  Reduction of the Company’s risks.

Property and equipment 
upgrade

 ▸ Ensuring stable and fault-free operation of production facilities.
 ▸ Optimisation of costs through fault-free operation of equipment.
 ▸ Reduction of operating costs.

Development of 
infrastructure facilities

 ▸ Retaining and strengthening of the Company’s competitive 
advantages.

 ▸ Securing resources and services for core operations with the 
average price inflation less than 6%.

 ▸ Increase energy efficiency and provide for cost optimisation
 ▸ Reduction of the Company’s risks.    

Implementation of the approved Strategy will 
enable the Company to:

 ▪ carry out its mission and meet expectations 
of its stakeholders;

 ▪ rank among the world’s leading market 
players and attain presence in all prospective 
world regions;

 ▪ meet the commitment of the Russian 
Federation to rational use of mineral resources, 
implementation of innovative processes and 
provision of friendly-job environment;

 ▪ provide advantageous conditions for the 
Company’s sustainable development after 2025.
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In 2011, production of primary nickel was almost equal to 
consumption. However, the additional investment demand 
for metal forced the market in the state of deficit of 45 
thousand tonnes.

The copper market was also in a minor deficit. Reducing 
demand for refined copper from developed countries was 
compensated by high growth rates in China.

Consumption of primary palladium in the reporting year 
exceeded its production. In the same manner, deficit of mine 
supply was covered through deliveries from Russian state 
reserves. 

The platinum market faced surplus caused by excess of 
primary platinum production over its consumption.

 

rEviEw of SAlES 
pErformAncE 

In the reporting year, the Company’s sale system fully achieved the targets – 
all metals produced in 2011 were sold at a premium to average annual market 
prices. The Company carried out over 15,000 deliveries without a single claim 
from consumers reconfirming the image of the most reliable supplier in the 
industry.

MMC Norilsk Nickel is interested in the long-
term and sustainable development of markets 
for its products. Accordingly, the Company’s key 
focus in sales activity are the development of 
reliable and transparent delivery system, easy 
outreach for end-consumers and prevention of 
actions aimed at creation of artificial market 
deficits. In 2011, the vast majority of deliveries 
were carried out to end-consumers, the same as 
in previous years. 

In 2011, the geographical breakdown of sales 
matched structural changes in the global metal 
consumption. In the reporting period, the 
Company retained the leading position in terms 
of volumes of refined nickel shipped to China 
and India. MMC Norilsk Nickel also undertook 
efforts to secure its position at promising 
regional markets including Indonesia and 
Thailand.     

The Company devotes primary attention to 
keeping its image of the most reliable supplier 
in the eyes of customers, which it considers an 
essential component of long-term successful 
development of sales system. MMC Norilsk 
Nickel remains one of few companies in the 
industry that has never failed to fulfill its 
delivery obligations, including force majeure 
reasons. In 2011, there was not a single claim 
from consumers regarding undelivered products 
of the Company on the back of over 15,000 
shipments. 

In 2011, the Company was awarded with the 
industry prize “Best Supplier of Materials” 
in China (in electroplating) and “Approved 
Supplier” in India (in electroplating).
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Review of SaleS 
PeRfoRmance 

Metal 2011 2010 2009

FiNiSheD PRODuCTS

Russian entities

Nickel (‘000 tonnes) 234 240 236

Copper (‘000 tonnes) 358 367 400

Palladium (‘000 troy ounces) 2,665 2,731 2,684

Platinum (‘000 troy ounces) 655 664 637

Finland

Nickel (‘000 tonnes) 50 45 29

TOTAl FiNiSheD PRODuCTS

Nickel (‘000 tonnes) 284 285 265

Copper (‘000 tonnes) 358 367 400

Palladium (‘000 troy ounces) 2,665 2,731 2,684

Platinum (‘000 troy ounces) 655 664 637

SeMi-PRODuCTS

Australia

Nickel (‘000 tonnes) - - 4

Botswana

Nickel (‘000 tonnes) 7 10 14

Copper (‘000 tonnes) 6 10 10

Palladium (‘000 troy ounces) 31 75 46

Platinum (‘000 troy ounces) 6 14 7

Finland

Copper (‘000 tonnes) 5 11 5

TOTAl SeMi-PRODuCTS

Nickel (‘000 tonnes) 7 10 18

Copper² (‘000 tonnes) 11 21 15

Palladium (‘000 troy ounces) 31 75 46

Platinum (‘000 troy ounces) 6 14 7

Group total, excluding South Africa 

Nickel (‘000 tonnes) 291 295 283

Copper (‘000 tonnes) 369 388 415

Palladium (‘000 troy ounces) 2,696 2,806 2,730

Platinum (‘000 troy ounces) 661 678 644

South Africa3

Nickel (‘000 tonnes) 5 1 2

Copper (‘000 tonnes) 2 1 1

Palladium (‘000 troy ounces) 19 7 5

Platinum (‘000 troy ounces) 6 2 2

Group total, including South Africa 

Nickel (‘000 tonnes) 296 296 285

Copper (‘000 tonnes) 371 389 416

Palladium (‘000 troy ounces) 2,715 2,813 2,735

Platinum (‘000 troy ounces) 667 680 646

Notes:
1  All the information is based on the 100% ownership of subsidiaries.
2  Copper cake is a semi-product with the average copper content 38–40%.
3   The performance of Nkomati, South Africa, is based on the Group’s 50% stake and is being reported in Company’s financials as results of an 

associate.

AnAlySiS of bASE AnD 
prEciouS mETAlS mArKETS

The Company continuously devotes a lot of 
effort to the analysis of global metals markets 
based on proprietary intelligence and data from 
leading analytical centers. The source of data for 
proprietary intelligence is the information from 
market players with whom the Company has 
direct relations. First of all, these are the end-users 
of Company’s products accounting for over 60% of 
the world consumption of nickel and palladium.

In 2011, metal markets were highly volatile. The 
rebound in industrial consumption recorded 
in the beginning of the year slowed down and 
was followed by the recession in consumption 
in the second half of the year. Moreover, the 
dissemination of gloomy macroeconomic forecasts 
since late summer led to considerable cash outflow 
from various risky assets, including metals, and 
contributed to overall decline of metal prices.

Metal 2011 2010 ChANGe (%)

Nickel (USD/tonne) 23,060 21,997 5

Copper (USD/tonne) 8,871 7,589 17

Palladium (USD/oz) 735 527 39

Platinum (USD/oz) 1,724 1,603 8

 ▸ AvERAGE SElliNG PRiCES OF METAlS PRODUCED by RUSSiAN DiviSiONS FROM PROPRiETARy 
MATERiAlS iN 2011

 ▸ MMC Norilsk Nickel’s key competitive strengths 
in sales and marketing:

 ▪ sophisticated system of direct relations with 
end-consumers;

 ▪ ability to collect in-depth and up-to-date 
intelligence directly from market participants;

 ▪ extensive proprietary sales network;
 ▪ options of providing customers with a full 

range of logistical and financial services;
 ▪ recognition as the most reliable supplier in 

the market.

 ▸ SAlES OF METAlS PRODUCED by ThE GROUP 1
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Russia
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North America
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50%

27%

23% 0.1%
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31%
6%

Asia

SnApShoT  
of compAny’S SAlES

 

 ▪ Total number of customers: 460
 ▪ Destination countries: 33
 ▪ Various basis of delivery: over 200

52

0

17

69

Nickel

Copper

PGMs

Total

Nickel

Copper

PGMs

Total

49

3

13

65

114

30

17

161

Nickel

Copper

PGMs

Total

132

29

4

165

Nickel

Copper

PGMs

Total

 ▸ NORTh AMERiCA ▸ ASiA

 ▸ NiCkEl

 ▸ COPPER

 ▸ PAllADiUM

 ▸ PlATiNUM

 ▸ EUROPE + CiS  ▸ RUSSiA

GEoGrAphicAl  
brEAKDown of SAlES

cuSTomErS by DESTinATion



90 91Norilsk Nickel / AnnuAl Review / 2011 

All eDGes of success 

Nickel Market

Review of SaleS 
PeRfoRmance 

The nickel consumption is predominantly 
driven by stainless and special steels industries. 
The addition of nickel makes steel stronger, 
more resistant to corrosion and to aggressive 
environment. The combination of these 
properties makes stainless steel most demanded 
in various industries and in manufacturing 
consumer goods. 

Nickel is also broadly used in alloys production, 
plating and chemical industry. One of the 
most promising emerging applications of 
nickel is the production of energy batteries for 
portable electrical devices such as electric tools, 
electrocars, etc.

As per Company’s estimates, in 2011 the primary 
nickel consumption increased by 113 thousand 
tonnes as compared to 2010, largely driven by 
growth of metal consumption in the stainless 
steel industry.

While the global stainless steel output in 2011 
increased by 5% (up to 33.8 million tonnes), the 
consumption of primary nickel in this industry 
demonstrated higher growth rates (+8%) due 
to shifts in composition of  stainless steels 
produced in favor of steels with high nickel 
grade. 

The rebound in nickel consumption in 2011 
amounting to on average 4% as compared to 
2010 was recorder in other industries as well. 

nicKEl mArKET

 ▸   PRiMARy NiCkEl CONSUMPTiON iN 2011

71%

Stainless steel

Alloys

Electroplating

Other industries

10%

7%

12%

Total
1,615 thousand

tonnes

Source: companies’ reports, Company’s data.

 ▸ ChANGES iN PRiMARy NiCkEl CONSUMPTiON 
iN 2011 COMPARED TO 2010 

Stainless steel +94,000t (+8%)

Alloys +10,000t (+5%)

Electroplating +4,000t (+4%)

Other industries +5,000t (+3%)

Source: Company’s data

segment of nickel market. At the same time 
the increase of output of low-quality nickel 
allowed not only to meet the improved demand 
in stainless steel industry but also to partially 
replace the high-quality products in stainless 
steel squeezing it out to other industries. As 
a result, despite the fact that in general the 
primary nickel consumption increased last year, 
the consumption of high-quality nickel products 
remained virtually the same.

The additional demand for nickel is formed by 
trade stocking activity, investment demand 
and accumulation of state inventories in certain 
countries. 

In spite of the general outflow of cash from 
almost all risky assets in August-October 
2011, there was a considerable growth of non-
exchange stocks of nickel in the second half of 
the year amounting to ca 50 thousand tonnes, 
mostly coming from LME warehouses.

 

 ▸ CONSUMPTiON OF hiGh-qUAliTy NiCkEl 

Nickel is supplied in various forms. Among low 
quality and respectively cheaper forms of nickel 
one can name: nickel-bearing scrap, nickel pig 
iron, ferronickel and nickel oxide. The scope of 
application of such forms of nickel is limited by 
the production of stainless steel. As the quality 
of nickel used does not affect the quality of 
stainless steel produced, the stainless steel mills 
are inclined to consume cheaper forms of raw 
materials with the high-quality nickel playing a 
residual role.

The Company only produces high-quality nickel 
with versatile scope of applications. Therefore, 
the competition in the high-quality nickel 
segment of the market plays an important role 
for the Company. 

The abovementioned growth of nickel 
consumption in stainless steel industry 
materialised largely through low-quality 

 ▸  PRiMARy NiCkEl CONSUMPTiON,  
(‘000t)

 ▸ hiGh-qUAliTy NiCkEl CONSUMPTiON  
(‘000t)

Source: Company’s  data Source: Company’s  data

2010 2011

+7%

2010 2011

+1%

Demand for nickel

 ▪ Major nickel producers: China, Russia, Canada, Japan, Australia and Norway 

 ▪ Major  nickel consumers: China, USA, Japan and Germany 

 ▪ Key markets for the Company: EU countries, China, USA, Japan, India, South Korea and Taiwan 
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Primary nickel production consists of two major 
types of products: 

 ▪ high-quality nickel (cathodes, briquettes, 
carbonyl nickel, chemical solutions containing 
nickel) – possessing the broadest range of 
applications. The main producers of this type 
of nickel are MMC Norilsk Nickel, Vale, Jinchuan 
and Xstrata; 

 ▪ low-quality nickel (ferronickel and nickel 
oxide) – consumed only in stainless steel 
industry. The main producers of this type of 
nickel are BHP Billiton, Eramet, Pamco and 
Sumitomo Metal Mining. In addition, several 
Chinese plants produce a special kind of low-
quality nickel – nickel pig iron (NPI) being a form 
of ferronickel with lower content of nickel and 
higher level of impurities. This type of nickel is 
solely produced and consumed in China because 
of its environmental unfriendliness and low 
power efficiency.

 ▸ PRiMARy NiCkEl PRODUCTiON iN 2011

18%

MMC Norilsk Nickel

Vale 

Jinchuan

Xstrata 

4%

5%

7%

8%

14%

3%

15%

26%

BHP Billiton

Sumitomo Metal Mining

Eramet

NPI in China

Others

Total
1,620 thousand

tonnes

Source: companies’ reports, Company’s data

The mined nickel supply in 2011 increased by 12% 
or by 173 thousand tonnes as compared to the 
previous year. The sizeable growth of production 
was recorded both in high– and low-quality nickel. 

The growth of high-quality nickel output was 
70 thousand tonnes (+8%) mostly due to the 
reopening of Vale’s operations in Canada after the 
strike in 2010 and due to increase of production of 
cathode nickel by minor producers in China.

The growth of output of low-quality nickel was 
over 100 thousand tonnes (+19%) with nickel pig 
iron contributing more than 60 thousand tonnes. 
The recommencement of ferronickel production 
at high-costs’ plants provided additional 25 
thousand tonnes of growth. Moreover, the 
commissioning of new nickel projects in 2011 
(Barro-Alto and Onca-Puma in Brazil) led to 
growth of output by 15 thousand tonnes. 

The sources of nickel supply from earlier 
accumulated stocks are trades, financial 
institutions and governments (state stockpiles).

 ▸ SUPPly OF MiNED NiCkEl

2010 2011

+12%

Source: Company’s data

In the first half of 2011 the last balances of 
Chinese state stockpile built in 2009 were 
liquidated. The nickel from stockpile was sold in 
the domestic market with volumes being by 30 
thousand tonnes less as compared to 2010.

 Nickel market balance

The greater growth rate of high-quality nickel 
production in 2011 as compared to growth of 
consumption led to elimination of imbalance 
which was observed in 2010. 

In general, in 2011 the primary nickel market 
remained in minor deficit.

 ▸ AvERAGE ANNUAl NiCkEl PRiCE FOR ThE lAST FivE yEARS

Metal unit of measurement 2007 2008 2009 2010 2011

Nickel USD per tonne 37,181 21,027      14,700 21,809 22,831

Source: LME

 ▸ NiCkEl PRiCE EvOlUTiON iN 2011 (USD/tonne) 

Source: LME
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In 2011, the global consumption of refined 
copper increased by 3% or 540 thousand tonnes 
as compared to 2010 mostly due to the growing 
metal consumption in cables and conductors. 
At the same time, the copper consumption 
in construction and rolled metal production 
decreased. 

China remains the key driver of copper 
consumption growth – despite the deceleration 
of growth from 13% in 2010 to 8%, the growth 
rate remains very healthy. The increase in 
consumption in the Russian Federation was 
ca 20%. Meanwhile, in the main region of 

coppEr mArKET

 ▸ COPPER CONSUMPTiON iN 2011

35%

Electronics

Consumer goods

Transport

Machinery

Construction

31%

13%

9%

12%

Total
19,805 thousand

tonnes

Source: Wood Mackenzie – Brook Hunt, Company’s data

 ▪ Major producers of refined copper: China, Chile, Japan, USA, Russia

 ▪ Major consumers of refined copper: China, USA, Japan, Germany

 ▪ Key markets for the Company: Russia, EU countries

Demand for copper

Copper supply

Company’s sales of cathode copper – Europe the 
consumption of copper in 2011 declined by 4.7% 
as compared to 2010.

In the second half of 2011, on the back of 
plummeting metal prices the investment 
demand for refined copper from Chinese 
investors substantially increased leading to 
a significant growth of copper imports into 
this country. In total the additional demand 
increased by 50 thousand tonnes as compared 
to the previous year and amounted to 
approximately 200 thousand tonnes. 

 ▸ REFiNED COPPER CONSUMPTiON

2010 2011

+3%

Source: Wood Mackenzie – Brook Hunt, Company’s data.

Source: Company’s data

 ▸ REFiNED COPPER PRODUCTiON iN 2011

11%
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48%
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Norilsk Nickel

Kazakhmys

Others

Total
19,670 thousand

tonnes

 ▸ SUPPly OF MiNED COPPER

2010 2011

+3%

Source: Wood Mackenzie – Brook Hunt, Company’s data.

In 2011, the global output of refined copper 
increased by over 3% or by 650 thousand tonnes 
as compared to 2010. 

The growth of mined copper output that was 
initially estimated to be at least 1.5% turned out 
to be virtually zero on the back of labor strikes 
in Indonesia and Peru, unfavorable weather 
conditions in Chile and falling copper grades 
in ore mined. The most noticeable shortfall of 
production was recorded in Chile (-3.2%), the 
world largest copper producer. The minor growth 
was demonstrated by Africa and North America.

At the same time the significant growth 
(over 20%) of copper production from scrap 
compensated for the shortfall of primary 
copper output.

The first half of 2011 saw considerable increase 
of additional copper supply from accumulated 
investment stockpiles in China with downward 
pressure on the domestic copper price as 
compared to LME price which led to drastic 
contraction of imports. In general, the 
additional copper supply in 2011 is considered to 
have increased up to 200 thousand tonnes as 
compared to 100 thousand tonnes in 2010.

 ▸  ChANGES iN COPPER CONSUMPTiON iN 2011 
AS COMPARED TO 2010

Electronics +460,000t (+7%)

Construction –250,000t (–4%) 

Machinery –20,000t (–1%)

Transport +90,000t (+3%)

Others +250,000t (+15%)
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The higher growth of refined copper 
production in 2011 coupled with softer growth 
of copper demand led to contraction of 
deficit by 110 thousand tonnes down to 135 
thousand tonnes as compared to 2010. The 
additional supply and demand in 2011 were in 
balance. Therefore, in general, the demand/
supply balance in the refined copper market in 
the reporting year matched the production/
consumption balance. 

 ▸ bAlANCE OF 
REFiNED COPPER 
PRODUCTiON/
CONSUMPTiON, 
(‘000t)

 ▸ bAlANCE OF 
COPPER UNiTS 
SUPPly/DEMAND*,  
(‘000t)

2010 2011

–195

–135

2011

–135

2010

–245

Source: Company’s data

* Including refined copper and copper-containing scrap

Balance of refined copper 
market

Demand for palladium

 ▸ AvERAGE ANNUAl COPPER PRiCE FOR ThE lAST FivE yEARS

Metal unit of measurement 2007 2008 2009 2010 2011

Copper USD/tonne 7,126 6,952 5,164 7,539 8,811

Source: LME

 ▸  COPPER PRiCE EvOlUTiON iN 2011 (USD/tonne) 

Source: LME
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pAllADium mArKET

 ▸  PRiMARy PAllADiUM CONSUMPTiON  
iN 2011

57%

Car industry 
Electronic industry
Healthcare
Jewellery industry
Catalyst industry
Other industries

9%

20%

8%

5%
1%

Total
224 tonnes

 ▪ Major palladium producers: Russia, South Africa, Canada, USA, Zimbabwe 

 ▪ Major palladium consumers: EU countries, China, Japan, USA

 ▪ Key markets for the Company: EU countries, China, Japan, USA

Source: Company’s data

In 2011, the overall industrial consumption of 
palladium increased by 7 tonnes, while the 
consumption of primary palladium grew by 
4 tonnes. 

In 2011, the total growth of consumption of 
palladium in the car industry, where it is used 
for the production of catalytic converters, 
totaled 8 tonnes (+5%). The consumption of 
primary palladium grew by over 5 tonnes, while 
growth of secondary palladium amounted 
to less than 3 tonnes. The growth rate of 
palladium consumption in the car industry 
was overestimated mostly due to the lower 

car production in Japan. At the same time, 
after several years of impressive growth in car 
production in China which made China one 
of the leading car producers in the world, the 
growth rate in car industry was softer than 
anticipated. In North America and Europe the 
increase of car production led to the growth 
of palladium consumption by 10% and 4%, 
respectively.

The volume of consumption of palladium in 
the jewelry industry decreased by 2 tonnes 
(-8%). However, in the jewelry industry being 
contrary to other applications of palladium, the 
merchandises are considered to be consumer 
goods, the demand for which is driven by the 
price and not by the content of metal. Therefore 
the evolution of demand in monetary terms is 
being the clearest demonstration of consumers’ 
interest for palladium jewelry. In 2011, the 
consumption of palladium in the jewelry 
increased by 28% in monetary terms.  

 ▸ ChANGES iN CONSUMPTiON OF PRiMARy 
PAllADiUM iN 2011 AS COMPARED TO 2010

Automobile industry +5t (+4%)

Jewellery industry -2t (-10%)

Electronic industry +1t (+2%)

Catalyst industry +0.4t (+4%)

Healthcare -0.5t (-2%)

Other industries +0.1t (+3%)

Source: Company’s data
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Other industries have registered less significant 
fluctuations in palladium consumption in 2011 as 
compared to the previous year. The palladium 
consumption increased by 2% in the electronic 
industry, by 4% in catalyst industry, decreased 
by 2% in healthcare. 

 ▸ PRiMARy PAllADiUM CONSUMPTiON  
iN 2010–2011

2010 2011

+2%

Source: Company’s data

 ▸ PRiMARy PAllADiUM PRODUCTiON  
iN 2011

41%

MMC Norilsk Nickel

Anglo Platinum

Impala Platinum

Stillwater Mining

Lonmin

Others

11%

16%

6%

5%

21%

Total
214 tonnes

Source: companies’ reports, Company’s data.

Additional demand for palladium is mostly 
presented by the investment demand. The 
additional demand for palladium in 2011 
considerably shrunk due to the evaporation of 
cash inflows in ETFs backed by physical metal, 
while in 2010 the net inflow into such vehicles 
amounted to 34 tonnes. The investments into 
palladium coins and bars remained largely flat as 
compared to the previous year (2 tonnes). 

In 2011 the primary production of palladium 
increased by 8 tonnes mostly driven by the 
reopening of Vale’s operations in Canada after 
the prolonged strike in 2010 and by restarting of 
North American Palladium operations that were 
suspended in 2009 due to unfavorable market 
conditions. Russia, South Africa and USA did not 
register any significant changes in production of 
primary palladium.

In recent years the palladium supply from 
accumulated stocks was mostly presented by 
deliveries from the Russian state stockpile, 
while in 2011 the supply from ETFs has emerged. 

In 2011, supplies from the Russian state reserves 
decreased by 7 tonnes (-22%) as compared to 
2010. According to statements of the Russian 
Ministry of Finance published in mass media, 
the Russian state inventory of palladium is 

 ▸ SUPPly OF PRiMARy PAllADiUM iN 2010–2011

2010 2011

+4%

Source: Company’s data

almost exhausted and in the next three years 
the annual deliveries of palladium from the 
Russian state stockpile are estimated not 
to exceed 4.5 tonnes resulting in complete 
drawdown of stocks. In course of many years 
deliveries of metal from this stockpile without 
proper accounting for market conditions 
led to the surplus of palladium market. The 
evaporation of supplies from the state inventory 
will promote the proper operation of market 
pricing mechanism based on demand-supply 
developments.

In 2011, the outflow from ETFs backed by 
physical metal in the amount of approximately 
16 tonnes of palladium forced substantial 
growth of supply.

 ▸ bAlANCE OF 
PRiMARy PAllADiUM 
PRODUCTiON/
CONSUMPTiON , 
(tonnes)

 ▸ bAlANCE OF 
PAllADiUM UNiTS 
SUPPly/DEMAND*, 
(tonnes)

20102011

–20

–10

2010

–15

2011

28

Source: Company’s data

* Including primary palladium and palladium-containing scrap 

Palladium supply

 Palladium market balance

Primary palladium production in 2011 was 
growing faster than its consumption mostly 
due to the rebound of production at certain 
operations as compared to 2010. The surplus 
between consumption of primary metal and its 
production narrowed from 14 tonnes in 2010 to 
10 tonnes in 2011.

The strong overall growth of palladium supply 
primarily due to deliveries from accumulated 
stocks on the back of fading industrial and 
investment demand flipped the market balance 
from deficit (-20 tonnes) in 2010 to surplus 
(+28 tonnes) in 2011. 



100 101Norilsk Nickel / AnnuAl Review / 2011 

All eDGes of success 

Palladium Market

Review of SaleS 
PeRfoRmance 

 plATinum mArKET

 ▸  PRiMARy PlATiNUM CONSUMPTiON  
iN 2011

38%

Car industry
Jewelry industry
Catalyst industry
Glass industry
Electronic industry
Other industries

12%

30%

8%

4%

8%

Total
171 tonnes

Source: Company’s data

 ▸ AvERAGE ANNUAl PAllADiUM PRiCE FOR ThE lAST FivE yEARS

Металл  Ед. измерения 2007 2008 2009 2010 2011

Palladium USD/oz 354 352 263 526 734

Source: LPPM (fixing pm)

 ▸  PAllADiUM PRiCE EvOlUTiON iN 2011 (USD/oz) 

Source: LPPM (fixing pm)
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Demand for platinum

 ▪ Major platinum producers: South Africa, Russia, Zimbabwe, Canada, USA

 ▪ Major platinum consumers: EU countries, China, Japan, USA

 ▪ Key markets for the Company: EU countries, China, Japan, USA

In 2011, the overall industrial consumption 
of platinum increased by over 5 tonnes. The 
consumption of primary platinum augmented 
by 3 tonnes and the rest of consumption growth 
was met by supply of recycled metal. In the auto 
industry the overall growth of consumption 
of platinum amounted to 1%. The lower 
growth rate of platinum consumption in this 
industry as compared to growth of palladium 
is explained by enlarging cars’ output in BRIC 
countries where cars with petrol engines are 
predominantly produced and by lower relative 

content of platinum in catalytic converters of 
cars with diesel engines.

In 2011, the growth of metal consumption in the 
jewelry industry amounted to by 6% despite the 
increasing price of platinum. The consumption 
of platinum in jewelry in monetary terms grew 
by 11% in 2011.

 ▸  ChANGES iN CONSUMPTiON OF PRiMARy 
PlATiNUM iN 2011 AS COMPARED TO 2010

Car industry -1t (+1%)

Jewelry industry +2.7t (+6%)

Electronic industry +0.1t (+1%)

Catalyst industry +0.4t (+2%)

Glass industry +0.5t (+4%)

Other industries +0.3t (+2%)

Source: Company’s data

The use of platinum in production of chemical 
catalysts is most widely spread in North America 
and Europe. In 2011, the platinum consumption in 
catalyst production increased by 2%.

 In the glass industry Japan is the key consumer 
of platinum. The consumption of platinum in this 
country in the glass industry grew by 3% in 2011. 

The platinum consumption in the electronic 
industry remained broadly flat as compared to 
the previous year.

 The additional demand for platinum is mostly 
forged by the investment demand. The 
additional demand for platinum fell in 2011 by 
7 tonnes mostly due to evaporation of new 
inflows to ETFs backed by physical metal by 
14 tonnes. The investments into platinum metal 
coins and bars augmented by 7 tonnes. 
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 PLATINUM MARKET

Review of SaleS 
PeRfoRmance 

 ▸ PRiMARy PlATiNUM CONSUMPTiON  
iN 2010–2011

2010 2011

+2%

Source: Company’s data

 ▸  PRiMARy PlATiNUM PRODUCTiON iN 2011

21%

Anglo Platinum

Impala Platinum

MMC Norilsk Nickel

Lonmin

Aquarius Platinum

Other companies

11%

4%

11%

21%

32%

Total
198 tonnes

Source: reports of plants, Company’s data

 ▸ PRiMARy PlATiNUM PRODUCTiON iN 2010–2011.

2010 2011

+3%

Source: Company’s data

 ▸ AvERAGE ANNUAl PAllADiUM PRiCE FOR ThE lAST FivE yEARS

Metal unit of measurement 2007 2008 2009 2010 2011

Platinum USD/oz 1,303 1,578 1,205 1,609 1,722

Source: LPPM (fixing pm)

 In 2011, the production of primary platinum 
increased by 5 tonnes largely driven by the 
reopening of Vale’s operations in Canada after 
the prolonged strike in 2010 and by restarting of 
North American Palladium operations that were 
suspended in 2009 due to unfavorable market 
conditions. South Africa and Zimbabwe also 
recorded a minor growth of platinum output.

In 2010 and 2011 there was no additional supply of 
platinum in the market.

The surplus of production of primary platinum 
over its consumption increased from 24 
tonnes in 2010 to 26 tonnes in 2011 on the 
back of faster growth of platinum output 
as compared to the growth of consumption 
largely due to recovery of volumes at certain 
operations. 

The plunge of investment demand and the 
decelerating growth of industrial demand 
resulted in major increase of surplus in the 
platinum market from 4 tonnes in 2010 to 
13 tonnes in 2011. 

 ▸ bAlACE  
OF PRiMARy 
PlATiNUM 
PRODUCTiON/
CONSUMPTiON

 ▸ bAlANCE  
OF PlATiNUM UNiTS 
SUPPly/DEMAND*

201020112010 2011

4

13

24
26

Source: Company’s data

* Includes primary platinum and platinum-containing scrap

 ▸  PlATiNUM PRiCE EvOlUTiON iN 2011 (USD/oz)

Source: LPPM (fixing pm)
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Platinum supply

Platinum market balance
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Notes 2011 2010 Change  
y-on-y, %

CONTiNUiNG OPERATiONS 

Revenue 1

Nickel 6,715 6,459 4 

Copper 3,258 2,941 11 

Palladium 1,985 1,479 34 

Platinum 1,145 1,086 5 

Gold 194 161 20 

Metal sales 13,297 12,126 10 

Other sales 825 649 27 

Total revenue 14,122 12,775 11 

Cost of metal sales 2 (4,967) (4,223) 18 

Cost of other sales 2 (826) (660) 25 

GROSS PROFiT 8,329 7,892 6 

Gross profit margin, % 59% 62% 

Selling and distribution expenses 3 (828) (343) 141

General and administrative expenses 4 (848) (755) 12 

Impairment of property, plant and equipment and 
intangible assets

5 (243) (15) 1,520 

Other net operating expenses 6 (175) (227) (23)

Operating profit 6,235 6,552 (5)

Finance costs 7 (151) (138) 9 

(Loss)/income from investments, net 8 (79) 351 (123)

Foreign exchange loss, net (334) (22) 1418 

Excess of Group’s share in the fair value of net assets 
acquired over the cost of acquisition

8 4 100 

Share of  (loss)/profits from associates (33) 35 (194)

Profit before tax 5,646 6,782 (17)

Income tax expense 9 (1,460) (1,548) (6)

Profit for the year from continuing operations 4,186 5,234 (20)

Loss for the year from discontinued operations1 (560) (2,145) (74)

Profit for the year 10 3,626 3,089 17 

Attributable to:

Shareholders of the parent company 3,604 3,298 9 

Non-controlling interest 22 (209) 111 

3,626 3,089 17 

Profit margin, % 26% 24% 

EARNiNGS PER ShARE

Weighted-average number of ordinary shares in issue during 
the year

173,166,532 175,468,881 

basic and diluted earnings per share from continuing and 
discontinued operations attributable to shareholders of the 
parent company (US dollars per share)

20.8 18.8 

basic and diluted earnings per share from continuing 
operations attributable to shareholders of the parent 
company (US dollars per share)

24.1 29.8 

 
REVIEW OF FINANCIAL  
PERFORMANCE

Sales revenue in 2011 increased by 11% as compared to 2010 
and amounted to USD 14,122 million. Revenue increased for 
all metals produced by the Company. 

In 2011, adjusted EBITDA amounted to USD 7,239 million.  
EBITDA margin reached 51%. 

Net debt amounted to USD 3,528 million at the end of 2011,  
Net debt/EBITDA ratio totaled 0.5x.

 ▸ CONSOliDATED iNCOME STATEMENT  FOR ThE yEAR ENDED 31 DECEMbER 2011 
(US DOllARS, MilliONS)

Notes:
1   In accordance with IFRS, the loss for the year from discontinued operations in the amount of USD 560 million was presented separately from 

the profit from continued operations in the amount of USD 4,186 million.
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 ▸ nickel 

In 2011, nickel sales accounted for 51% of revenue 
from metal sales of the Group. Nickel sales 
increased by 4%, from USD 6,459 million in 2010 
to USD 6,715 million in 2011. This was driven 
by the average nickel sales price increase by 
5%, which compensated the minor decrease 
in nickel sales volumes. Average sales price of 
nickel produced by the Russian entities from 
own ore amounted to USD 23,060 per tonne 
(USD 21,997 per tonne in 2010).

In 2011, the volume of sales of refined nickel 
produced by the Group remained mostly the 
same as in 2010 and amounted to 284 thousand 
tonnes as compared to 285 thousand tonnes in 
2010. The decrease in sales volumes of nickel 
produced on the Taimyr and Kola peninsulas by 
6 thousand tonnes was compensated by the 
growth of 5 thousand tonnes in sales volumes of 
nickel produced by the Norilsk Nickel Harjavalta 
refinery as a result of product mix optimisation. 

 ▸ AvERAGE SElliNG PRiCE OF METAlS OF RUSSiAN ENTiTiES, OWN PRODUCTiON

Metal 2011 2010 Change y-on-y, %

Nickel (in USD per tonne) 23,060 21,997 5

Copper (in USD per tonne) 8,871 7,589 17

Palladium (in USD per troy ounce) 735 527 39

Platinum (in USD per troy ounce) 1,724 1,603 8

 ▸ METAl SAlES, PhySiCAl vOlUMES, by PlACE OF PRODUCTiON1

Metal 2011 2010 Change y-on-y, %

FiNiShED PRODUCTS

Russia

Nickel (thousand tonnes) 234 240 (3)

Copper (thousand tonnes) 358 367 (2)

Palladium (thousand troy ounces) 2,665 2,731 (2)

Platinum (thousand troy ounces) 655 664 (1)

Finland

Nickel (thousand tonnes) 50 45 11 

TOTAl FiNiShED PRODUCTS

Nickel (thousand tonnes) 284 285 - 

Copper  (thousand tonnes) 358 367 (2)

Palladium (thousand troy ounces) 2,665 2,731 (2)

Platinum (thousand troy ounces) 655 664 (1)

SEMi-PRODUCTS 

Botswana

Nickel (thousand tonnes) 7 10 (30)

Copper (thousand tonnes) 6 10 (40)

Palladium (thousand troy ounces) 31 75 (59)

Platinum (thousand troy ounces) 6 14 (57)

Finland

Copper2  (thousand tonnes) 5 11 (55)

TOTAl SeMi-PRODuCTS

Nickel (thousand tonnes) 7 10 (30)

Copper (thousand tonnes) 11 21 (48)

Palladium (thousand troy ounces) 31 75 (59)

Platinum (thousand troy ounces) 6 14 (57)

TOTAl GROuP, excluding Nkomati Nickel Mine (South Africa)

Nickel (thousand tonnes) 291 295 (1)

Copper (thousand tonnes) 369 388 (5)

Palladium (thousand ounces) 2,696 2,806 (4)

Platinum (thousand ounces) 661 678 (3)

Nkomati Nickel Mine3 (South Africa)

Nickel (thousand tonnes) 5 1 400 

Copper (thousand tonnes) 2 1 100 

Palladium (thousand troy ounces) 19 7 171 

Platinum (thousand troy ounces) 6 2 200 

TOTAl GROuP, including Nkomati Nickel Mine (South Africa) 

Nickel (thousand tonnes) 296 296 - 

Copper (thousand tonnes) 371 389 (5)

Palladium (thousand troy ounces) 2,715 2,813 (3)

Platinum (thousand troy ounces) 667 680 (2)

Notes:
1  All information is presented on the basis of 100% ownership of subsidiaries.
2  Copper cake is a semi-product with an average copper content of 38–40%.
3   The operating results of Nkomati Nickel Mine (South Africa) are shown based on the Group’s 50% ownership, and are presented in the financial 

statements as operating results of associate.

million. The key reason for this growth was an 
increase in market prices for precious and base 
metals (the detailed information is presented in 
the table below) produced by the Group.

Growth in average annual metal prices led to 
increase in sales prices for metals produced by the 
Group in 2011, which caused growth of revenue 
from base metals by USD 573 million (or 6%) and 
from precious metals by USD 598 million (or 22%).

1. SAlES rEvEnuE  

Sales revenue in 2011 increased by 11% as 
compared to 2010, and amounted to USD 
14,122 million.

 1.1. Revenue from metal sales

Revenue from metal sales increased by 10% as 
compared to 2010 and amounted to USD 13,297 

 ▸ copper

Revenue from copper sales accounted for 25% of 
total metal sales and grew in 2011 by 11% to USD 
3,258 million as compared to USD 2,941 million in 
2010. The key reason for the sales increase was 
growth in average  sales prices by 17% from USD 
7,589 per tonne in 2010 to USD 8,871 per tonne in 
2011.

The physical volume of sales of copper produced 
in Russia decreased in 2011 by 2% (or 9 thousand 
tonnes) to 358 thousand tonnes as compared 
to 367 thousand tonnes in 2010. The fall in sales 
volume in 2011 is due to the scheduled decrease 
in copper production at the Russian divisions 
and a slight growth of metal stock. The decline 
in sales volumes was compensated by the 
growth in sales prices.

The physical volume of sales to third parties 
of copper in semi-products produced by 
Norilsk Nickel Harjavalta in 2011 amounted to 
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 ▸ OThER SAlES (US DOllARS, MilliONS)

2011 2010 Change, %

Energy and utilities  259 201 29

Transport 388 281 38

Other 178 167 7

Total 825 649 27

 ▸ platinum

In 2011 revenue from platinum sales accounted 
for 9% of revenue from metal sales of the Group. 
Platinum sales grew by 5%, from USD 1,086 
million in 2010 to USD 1,145 million in 2011.

Growth in sales of platinum produced by the 
Group in Russia is related to the increase in its 
average price by 8%, from USD 1,603 per troy 
ounce in 2010 to USD 1,724 per troy ounce in 2011. 

 ▸ Gold

Revenue from gold sales accounted for 1% of 
metal sales of the Group in 2011. The revenue  
increased by 20%, from USD 161 million in 2010 
to USD 194 million in 2011. 

  1.2. Other sales

In 2011, other sales increased by USD 176 million 
(or by 27%) and amounted to USD 825 million as 
compared to USD 649 million in 2010. 

Key reasons for the growth of other sales:
 ▪ absolute increase in revenues from other 

sales – USD 154 million;
 ▪ effect of translation to the presentation 

currency – USD 22 million.

5 thousand tonnes as compared to 11 thousand 
tonnes in 2010 due to shift from third party 
sales to intra-group suppliers. In 2011, overall 
production and sales volume of copper in semi-
products produced by Norilsk Nickel Harjavalta 
surpassed 2010 results.

The physical volume of sales of copper in 
semi-products, produced by Norilsk Nickel 
International (excluding Norilsk Nickel 
Harjavalta and Nkomati joint venture) 
amounted to 6 thousand tonnes.

 ▸ palladium

Revenue from palladium sales made up 15% of 
revenue from metal sales of the Group in 2011. 
The Group’s revenues from palladium sales 
increased by 34% from USD 1,479 million in 2010 
to USD 1,985 million in 2011.

Physical volume of sales of palladium produced 
by Russian entities in 2011 was 2,665 thousand 
troy ounces, which was 2% lower than in 2010 – 
2,731 thousand troy ounces. Decrease in sales 
volumes was compensated by the growth of 
sales price by 39% from USD 527 per troy ounce 
in 2010 to USD 735 per troy ounce in 2011.

The growth in revenues from other sales in 2011 
was driven by the increases of energy tariffs 
and growth in volumes of transport services 
provided by the Group, mainly through the 
Taymir airline (growth of USD 75 million). 

2. coST of SAlES

 2.1. Cost of metal sales

Cost of metals sold in 2011 increased by 18%, 
from USD 4,223 million in 2010 to USD 4,967 
million in 2011.

 ▸ cash operating costs 

Cash operating costs of the Group increased by 
16% and amounted to USD 4,621 million in 2011 as 
compared to USD 3,992 million in 2010. 

The composition of cash operating costs in 
2011 has changed as compared to 2010. These 
changes primarily related to the growth in costs 

incurred on acquisition of metal and scrap, and 
decrease in expenses for outsourced third party 
services.

The share of cash operating costs among key 
production units in 2011 was as follows:

 ▪ Russian divisions and Finland  – 95%,
 ▪ Norilsk Nickel International  – 5%.

Key factors of the growth in cash operating 
costs before deduction of sales revenues of by-
product metals by USD 629 million in 2011 were:

 ▪ absolute growth in cash operating costs by 
USD 507 million (or 13%), of which

 ● USD 307 million (or 8%) – growth in expenses 
on acquisition of metals,

 ● USD 88 million (or 2%) – growth in labour 
costs due to the increase of social tax rate from 
26% in 2010 to 34% in 2011,

 ● USD 112 million (or 3%) – growth in other 
expenses,

 ▪ USD 122 million (or 3%) – growth due to the 
effect of translation to presentation currency.

rEviEw of finAnciAl 
pErformAncE

 ▸ COST OF METAl SAlES (US DOllARS, MilliONS)

For the year ended 31 December 2011 For the year ended 31 December 2010
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Total cash operating 
costs  (see table below)

4,621  87 4,393 87 228  78 3,992 87 3 771 87 221 92 16

Amortisation and 
depreciation

698  13
632  13 66  22

584 13
564 13 20 8

20

Total production costs 5,319  100 5,025  100 294  100 4,576 100 4,335 100 241 100 16

Increase in metal 
inventories

(352) (326) (26) (353) (339) (14) (0)

Cost of metal sales 4,967  4,699 268  4,223 3,996 227 18
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 ▸ labour

Labour costs are a significant component in 
total cash operating costs with a fairly stable 
share of total operating costs. In 2011, the share 
of labour costs within cash operating costs 
slightly increased to 29% from 28% in 2010.

In 2011, labour costs amounted to USD 1,464 
million and increased by USD 244 million (or 
20%) as compared to 2010.

The main drivers of growth were:
 ▪ absolute growth in labour costs by USD 203 

million (or by 17%), including:

rEviEw of finAnciAl 
pErformAncE

 ▸ CASh OPERATiNG COSTS (US DOllARS, MilliONS)

For the year ended 31 December 2011 For the year ended 31 December 2010
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Labour 1,464 29 1,429 30 35 15 1,220 27 1,187 28 33 15 20 

Expenses on acquisition 
of refined metal, PGM 
scrap and other semi-
products 

1,195 24 1,195 25 - - 888 20 888 21 - - 35 

Consumables and spare 
parts 

1,157 23 1,142 23 15 7 1,059 24 1,040 25 19 8 9 

Outsourced third party 
services

558 11 416 9 142 62 610 14 462 11 148 66 (9)

Utilities 236 5 224 5 12 5 182 4 172 4 10 4 30 

Transportation 149 3 146 3 3 1 171 4 169 4 2 1 (13)

Tax directly attributable 
to cost of goods sold

172 3 167 3 5 2 169 4 160 4 9 4 2 

Sundry costs 115 2 96 2 19 8 118 3 114 3 4 2 (3)

Total cash operating 
costs 

5,046 100 4,815 100 231 100 4,417 100 4,192 100 225 100 14 

Revenue from sale of 
by-product metals

(425) (422) (3) (425) (421) (4) - 

Total cash operating 
costs

4 621 4 393 228 3 992 3,771 221 16 

*  excluding intercompany turnovers

 ● USD 115 million (or by 10%) – increase in 
average income of employees of the Russian 
entities of the Group and growth of the employee 
headcount due to the substitution of third-party 
services providers with in-house workforce, 
as well as due to the growth in mining and 
processing volumes,

 ● USD 88 million (or by 7%) – growth in social tax 
rate in the Russian Federation from 26% in 2010 
to 34% in 2011, which resulted in the growth in 
the effective tax rate on salaries from 17% to 23%, 
respectively, 

 ▪ an increase due to the effect of translation to 
presentation currency of USD 41 million (or 3%).

 ▸ Expenses on acquisition of refined metal, 
pGm scrap and other semi-products 

Expenses on acquisition of metals and scrap in 
2011 increased by USD 307 million (or 35%) and 
amounted to USD 1,195 million.

The growth in costs is mostly due to the increase 
in physical volume of purchases of raw materials 
from third parties for further processing at 
facilities of the Group in order to improve 
efficiency of capacity utilisation of smelting and 
refining plants.

 ▸ consumables and spares

Expenditures on consumables and spares 
amounted to USD 1,157 million in 2011 and 
increased by USD 98 million (or by 9%) as 
compared to 2010.

 The main reasons for the increase were:
 ▪ inflationary increase in consumables and 

spares expenditure by USD 68 million (or by 6%), 
 ▪ increase due to the effect of translation to 

presentation currency of USD 36 million  (or by 3%).

 ▸ Third party services

In 2011, expenditures on services from third 
parties decreased by USD 52 million (or by 9%) 
and amounted to USD 558 million.

Main reason for decrease in expenses from third 
parties was absolute decrease in expenses by 
USD 74 million (or by 12%) which was partially 
offset by an increase due to the effect of 
translation to presentation currency of USD 
22 million (or 4%).

 ▸ utilities

Utility expenditures in 2011 increased by USD 54 
million (or by 30%) and amounted to USD 236 
million.

The key reasons for the increase of utility costs 
were:

 ▪ absolute increase in expenses by USD 47 
million (or by 26%) driven mostly by growth in 
energy tariffs at the Russian divisions (increase 
by USD 34 million) and by growth in production 
volumes in Finland (increase by USD 11 million);

 ▪ increase due to the effect of translation to 
presentation currency of USD 7 million  (or by 4%).

 ▸ Tax directly attributable to cost of goods 
sold

Taxation on mining and pollution levies increased 
by USD 3 million (or by 2%) up to USD 172 million. 
The main reason for the increase was the effect 
of translation of these costs to the presentation 
currency.

 ▸ Transportation costs

In 2011, transportation costs decreased by USD 
22 million (or by 13%) and amounted to USD 149 
million.

Key reasons for the change in these costs were:
 ▪ decrease in transportation expenditure by 

USD 28 million (or by 16%) as a result of more 
efficient use of own transportation resources as 
well as due to decrease in sales volumes of nickel 
and copper;

 ▪ increase due to the effect of translation to 
presentation currency of USD 6 million (or by 3%). 

 ▸ other costs

In 2011, other costs decreased by USD 3 million 
(or by 3%) and amounted to USD 115 million. 
The decrease is explained by the efficient cost 
management at the Russian entities of the 
Group.

 ▸ revenue from sale of by-product metals

Revenue from sales of by-product metals in 2011 
amounted to USD 425 million and remained the 
same as in 2010. The revenue structure remained 
almost unchanged.
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 ▸ Amortisation and depreciation

The depreciation charge in 2011 increased by USD 
114 million (or by 20%) and amounted to USD 698 
million.

The main reasons for the increase were:
 ▪ increase in depreciation charge of USD 48 

million (or by 8%) at Russian entities and in 
Finland, as a result of new assets put into use;

 ▪ increase in depreciation charge of USD 45 
million (or by 8%) at Norilsk Nickel International 
entities; 

 ▪ increase due to the effect of translation to 
presentation currency of USD 21 million (or by 3%).

 ▸ increase in metal inventories

The cost of metal inventories held by the Group 
in 2011 increased by USD 352 million.

The main reasons for the increase were:
 ▪ USD 326 million – increase in costs of 

inventories at the Russian entities and in Finland;
 ▪ USD 26 million – increase in costs of inventories 

at Norilsk Nickel International entities, mostly 
related to the restart of Lake Johnston operations 
in Australia and resulting accumulation of work 
in process inventory balance.

 2.2. Cost of other sales

 ▸ COST OF OThER SAlES (US DOllARS, MilliONS)

2011 2010 Change y-on-y, %

Energy and utilities  240 177 36

Transport 344 226 52

Other 242 257 (6)

Total  826 660 25

Other cost of sales increased by USD 166 million 
in 2011 (or by 25%) and amounted to USD 826 
million, including absolute increase of USD 

rEviEw of finAnciAl 
pErformAncE

144 million and increase due to the effect 
of translation to the presentation currency 
of USD 22 million. 

3. SEllinG AnD DiSTribuTion 
ExpEnSES

Selling and distribution expenses increased 
in 2011 by USD 485 million (or by 141%) 

to USD 828 million as compared to 
USD 343 million in 2010. 

 ▸ SElliNG AND DiSTRibUTiON ExPENSES (US DOllARS, MilliONS)

2011 2010 Change  y-on-y, %

Export customs duties 779 283 175 

Transportation expenses 25 32 (22)

Labour 17 14 21 

Other 7 14 (50)

Total 828 343 141 

The main reason for the increase in selling and 
distribution expenses was a significant growth 
in export customs duties as a result of the 

growth of export customs duty rates on nickel 
and copper. The growth of export custom duty 
expenses amounted to USD 496 million (or 175%). 

4. GEnErAl AnD 
ADminiSTrATivE ExpEnSES

General and administrative expenses 
increased by USD 93 million (or by 12%) 

in 2011 to USD 848 million as compared 
to USD 755 million in 2010.

 ▸ GENERAl AND ADMiNiSTRATivE ExPENSES (US DOllARS, MilliONS)

2011 2010 Change y-on-y, %

Labour 467 419 11 

Third party services 135 99 36 

Taxes other than those directly attributable to cost of 
goods sold and income taxes

88 98 (10)

Amortization and depreciation 29 23 26 

Transportation expenses 19 15 27 

Other 110 101 9 

Total 848 755 12 

The main reasons for changes in general and 
administrative expenses was increase in 
labour expenses, primarily due to growth in 

effective tax rate of the social tax and growth of 
average income of employees and the effect of 
translation to presentation currency.
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5. impAirmEnT of propErTy, 
plAnT AnD EQuipmEnT AnD 
inTAnGiblE ASSETS

Loss from impairment of property, plant 
and equipment and intangible assets in 2011 
amounted to USD 243 million as compared 
to USD 15 million in 2010.

Key components of the impairment loss in 2011 
were: 

 ▪ impairment of property, plant and 
equipment in Botswana in the amount of USD 
106 million as a result of the reduced estimated 
life of the mining operations in Botswana due to 
revised assessment of economically recoverable 
reserves and resources;

 ▪ impairment of intangible asset in the amount 
of USD 125 million due impossibility of utilising 
the Activox technology asset in the foreseeable 
future; 

 ▪ impairment loss in the amount of 
USD 12 million was recognised in respect of 
specific individual assets.

6. oThEr nET opErATinG 
ExpEnSES

Other net operating expenses decreased by 
USD 52 million (or by 23%) in 2011, and amounted 
to USD 175 million as compared to USD 227 
million in 2010.

The main reason for the decrease in other 
operating expenses in 2011 was a change 
in social expenses, caused by a one-off accrual 
of provision for social commitment under 
the agreements executed with the government 
in 2010.

 ▸ OThER OPERATiNG ExPENSES (US DOllARS, MilliONS)

2011 2010 Change y-on-y , %

Social expenses 186 299 (38)

Change in provisions for value added tax receivable (3) 14 (121)

Change in allowance for doubtful debts 36 4 800 

Change in other provisions - (31) (100)

Gain on disposal of investment in subsidiary - (49) (100)

Other (44) (10) 340 

Total 175 227 (23)

7. finAncE coSTS

Finance costs increased by USD 13 million in 2011 
up to USD 151 million as compared to USD 138 

million in 2010. The growth of finance costs was 
mainly due to increased borrowings and growth 
of unwinding of discount on environmental 
obligations. 

 ▸ FiNANCE COSTS (US DOllARS, MilliONS)

2011 2010 Change y–on-y, %

Interest expense on borrowings 96 87 10

Unwinding of discount on environmental obligations 46 36 28

Interest expense on employee benefits obligations 7 8 (13)

Interest on obligations under financial lease 2 7 (71)

Total 151 138 9

8. (loSS)/profiT from 
invESTmEnTS, nET

Loss from investments in 2011 amounted 
to USD 79 million as compared to the profit of 
USD 351 million in 2010. 

The main reasons for the loss from investments 
were: 

 ▪ changes related to reduced disposal of 
investments in 2011 as compared to 2010 
in the amount of USD 460 million;

 ▪ changes in interest income of USD 17 million 
due to reduction in average deposits balance 
held during the year; 

 ▪ recognition of reserve for the loans provided 
to associates of the Group in the amount of 
USD 152 million.

9. incomE TAx 

In 2011 current income tax expense decreased 
by USD 69 million (or by 5%) to USD 1,446 million 
as compared to USD 1,515 million in 2010. Total 
income tax expense including deferred taxes 
decreased by USD 88 million (or by 6%) to 
USD 1,460 million. 

 ▸ iNCOME TAx (US DOllARS, MilliONS)

2011 2010 Change y-on-y, %

Current income tax expense 1,446 1,515 (5)

Deferred tax expenses 14 33 (58)

Total 1,460 1,548 (6)
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11. ADJuSTED EbiTDA 
 ▸ EbiTDA (US DOllARS, MilliONS)

2011 2010 Change y-on-y, %

Operating profit 6,235 6,552 (5)

Depreciation and amortisation 761 673 13 

Impairment of non-financial assets 243 15 1,520 

Change in provisions for onerous contracts - (31) (100)

ADJUSTED EbiTDA 7,239 7,209 - 

rEviEw of finAnciAl 
pErformAncE

Note
31 

December
2011 

%
of total

31 
December

2010 

%
of total

Change 
y- on-y, 

%

ASSETS

Non-current assets

Property, plant and equipment 12 9,585 51 9,153 39 5 

Goodwill 20 - 21 - (5)

Intangible assets 72 - 195 1 (63)

Investments in associates 407 2 515 2 (21)

Other financial assets 13 2,018 10 881 4 129 

Other taxes receivable 18 - 12 - 50 

Deferred tax assets 112 1 86 - 30 

Other non-current assets 111 1 72 - 54 

 12,343 65  10,935 46 13 

Current assets

Inventories 14 2,623 14 2,246 9 17 

Trade and other  receivables 1,032 5 1,175 5 (12)

Advances paid and prepaid expenses 71 - 96 - (26)

Other financial assets 13 153 1 637 3 (76)

Income tax and other taxes receivable 1,063 6 599 2 327 

Cash and cash equivalents 15 1,627 9 5,405 23 (70)

Assets classified as held for sale - - 2,816 12 -

6,569 35 10,158 42 (35) 

ToTAl ASSETS 6,569 35 12,974 54 (49)

18,912 100 23,909 100 (21)

EQuiTy AnD liAbiliTiES

Capital and reserves 16 11,222 59 17,974 75 (38)

Non-current liabilities

Loans and borrowings 17 2,400 13 1,561 7 54 

Obligations under finance leases 17 1 - 14 - (93)

Employee benefit obligations 56 - 48 - 17 

Provisions 18 752 4 886 4 (15)

Deferred tax liabilities 651 3 729 3 (11)

3,860 20 3,238 14 19 

Current liabilities

Loans and borrowings 17 2,741 15 1,236 5 122 

Obligations under finance leases 17 13 - 20 - (35)

Employee benefit obligations 373 2 367 1 2 

Trade and other payables 543 3 599 2 (9)

Provisions 18 3 - 8 - (63)

Derivative financial instruments 2 - - - - 

Income tax and other taxes payable 19 5 - 120 1 (96)

Other taxes payable 19 150 1 135 1 11 

3,830 21 2,485 10 54 

Liabilities directly associated with the assets classified as 
held for sale

- - 212 1 (100)

3,830 21 2,697 11 42 

TOTAl liAbiliTiES 7,690 41 5,935 25 30 

TOTAl EqUiTy AND liAbiliTiES 18,912 100 23,909 100 (21)

In 2011, adjusted EBITDA amounted to 
USD 7,239 million which is higher than adjusted 
EBITDA of 2010. 

Total assets as at 31 December 2011 amounted to 
USD 18,912 million and decreased by USD 4,997 
million (or by 21%) in 2011.

Key reasons for changes in total assets were:
 ▪ buy back of Company’s shares which has 

resulted in the change of total assets in the 
amount of USD 8,995 million;

 ▪ net profit for the year in the amount of 
USD 3,626 million;

 ▪ increase in loans and borrowings by 
USD 2,344 million, offset by other changes 
in assets and liabilities.

12. propErTy, plAnT AnD 
EQuipmEnT

As at 31 December 2011 property, plant and 
equipment amounted to USD 9,585 million as 
compared to USD 9,153 million as at 31 December 
2010. In the reporting period the value of PPE 
increased by USD 432 million (or by 5%).

Key reason for the increase in value of PPE:
 ▪ capital expenditure in the amount of 

USD 2,088 million.

Key reasons for the decrease in value of PPE:
 ▪ depreciation charge for 2011 – USD 765 million,
 ▪ change in the main estimates and assumptions 

made by the Group in relation to the capitalized 
obligations on assets retirement in the amount of 
USD 133 million,

 ▪ impairment loss – USD 118 million,
 ▪ disposal of non-current assets – USD 43 million,
 ▪ effect from the translation to the presentation 

currency – USD 608 million.

10. loSS from DiSconTinuED 
opErATionS

 ▸ ThE CONSOliDATED STATEMENT OF FiNANCiAl POSiTiON AS AT 31 DECEMbER 2011  
AND AS AT 31 DECEMbER 2010 (US DOllARS, MilliONS)In 2011, loss from discontinued operations in the 

amount of USD 560 million is attributable to 
deconsolidation of OGK-3, related to its disposal.
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13  oThEr finAnciAl ASSETS 
(currEnT AnD non-
currEnT)

Current and non-current other financial assets 
amounted to USD 2,171 million as at 31 December 
2011 as compared to USD 1,518 million as at 31 
December 2010. The increase in other financial 
assets by USD 653 million (or by 43%) was 
primarily due to:

 ▪ changes as a result of share swap of the 
Group’s stake in OGK-3 for shares of Inter RAO 
UES and changes in share price of Inter RAO UES 
+USD 1,471 million;

 ▪ changes in the value of other available for sale 
securities in the amount of -USD 375 million;

 ▪ changes in bank deposits in the amount of 
-USD 259 million;

 ▪ changes in value of promissory notes and 
bonds in the amount of -USD 99 million;

 ▪ changes in loans issued and other receivables 
in the amount of -USD 61 million,

 ▪ changes in investments in convertible bonds 
available for sale in the amount of -USD 16 
million.

14. invEnToriES 

As at 31 December 2011 inventory balance 
of finished goods, work in process, and raw 
materials amounted to USD 2,623 million 
as compared to USD 2,246 million as at 31 
December 2010.

The total increase by USD 377 million (or 17%) 
was driven by:

 ▪ increase in the amount of USD 352 million as 
a result of absolute increase in stock of metal 
products and metal containing semi-products;

 ▪ increase in the amount of USD 145 million due 
to the absolute growth of other inventories;

 ▪ decrease by USD 120 million due to the effect 
of translation to the presentation currency.

15. cASh AnD cASh 
EQuivAlEnTS

Cash and cash equivalents amounted to USD 
1,627 million as at 31 December 2011 as compared 
to USD 5,405 million as at 31 December 2010. 
The key reason for changes in cash and cash 
equivalents were share buyback programs 
performed by the Group during 2011.

16. cApiTAl AnD rESErvES

Capital and reserves amounted to USD 11,222 
million (including non-controlling interest in the 
amount of USD 120 million) as at 31 December 
2011 as compared to USD 17,974 million (including 
non-controlling interest in the amount of USD 
598 million) as at 31 December 2010.

Capital and reserves decreased by USD 6,752 
million (or by 38%). 

The key factors behind the change are:
 ▪ growth due to net profit received in the 

reporting period +USD 3,626 million;
 ▪ changes due to buybacks of the Company’s 

shares in the amount of -USD 8,995 million;
 ▪ changes as a result of decline in fair value of 

available for sale investments in the amount 
of -USD 390 million;

 ▪ changes due to changes in non-controlling 
interest as a result of disposal of a subsidiary 
(OGK-3) and increased share of the Group in 
other subsidiaries –USD 510 million;

 ▪ changes due to the effect of translation 
to presentation currency and translation of 
international operations in the amount of -USD 
571 million;

 ▪ changes due to other factors in the amount 
of -USD 13 million.

 

17. currEnT AnD non-
currEnT loAnS AnD 
borrowinGS AnD 
obliGATionS unDEr  finAncE 
lEASE

Loans and borrowings and obligations under 
finance leases increased by USD 2,324 million 
(or by 82%) and amounted to USD 5,155 
million as at 31 December 2011 as compared to 
USD 2,831 million as at 31 December 2010.

Total loans and borrowings comprised 
USD 5,141 million as at 31 December 2011 
included: 

 ▪ non-current – USD 2,400 million or 47%;
 ▪ current – USD 2,741 million or 53%.

18. proviSionS

Provisions (short and long-term) amounted 
to USD 755 million as at 31 December 2011 as 
compared to USD 894 million as at 31 December 

2010. The decrease amounted to USD 139 million 
(or 16%) and is comprised of the following:

 ▪ decommissioning obligation – USD 118 
million;

 ▪ provision for social commitments – USD 20 
million;

 ▪ provision for land restoration and other 
provisions – USD 1 million.

19. currEnT incomE TAx AnD 
oThEr TAxES pAyAblE

Profit tax and other taxes payable amounted 
to USD 155 million as at 31 December 2011 as 
compared to USD 255 million as compared to 31 
December 2010. The decrease amounted to USD 
100 million (or 39%) due to the following:

 ▪ changes in income tax liabilities by 
USD 115 million;

 ▪ increase in VAT liabilities by USD 20 million;
 ▪ changes in other tax liabilities by 

USD 5 million.

 ▸ ExTRACTS FROM ThE CONSOliDATED STATEMENT OF CASh FlOWS* FOR ThE yEAR  
ENDED 31 DECEMbER 2011 (US DOllARS, MilliONS)

2011 2010

Net cash generated from operating activities 4,702 5,514 

Net cash used in investing activities (1,876) (1,443)

Net cash used in financing activities (6,644) (2,034)

Net (decrease)/increase in cash and cash equivalents (3,818) 2,037 

Cash and cash equivalents at beginning of the year 5,405 3,632 

Cash and cash equivalents of disposal group at beginning of the year 106 - 

Effect of foreign exchange differences on balances of cash and cash 
equivalents and translation to presentation currency (66) (158)

Cash and cash equivalents of disposal group at end of the year -  (106)

Cash and cash equivalents at end of the year 1,627 5,405 

* Cash flows from continued and discontinued operations are presented on the combined basis
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assets in the amount of USD 761 million;
 ▪ outflow of cash due to disposal of 

subsidiaries (OGK-3) in the amount of 
USD 468 million;

 ▪ acquisition of subsidiaries net of cash on 
their balance sheets in the amount of USD 12 
million;

 ▪ acquisition and increases of share capital 
of associates in the amount of USD 2 million.

22. nET cASh uSED 
in finAncinG AcTiviTiES

In 2011, net cash expenditure on financing 
activities amounted to USD 6,644 million, 
primarily driven by the following:

 ▪ inflow from borrowings in the amount of 
USD 3,694 million;

 ▪ buyback of issued shares in the amount of 
USD 8,995 million;

 ▪ repayments of loans and borrowings in 
the amount of USD 1,351 million.

23. cASh AnD cASh 
EQuivAlEnTS AT ThE  
EnD of ThE yEAr

Cash and cash equivalents decreased by 
USD 3,778 million, including the effect from 
translation to the presentation currency 
amounted to USD 66 million, in 2011 and 
amounted to USD 1,627 million as compared 
to USD 5,405 million as at 31 December 2010.

20. nET cASh GEnErATED 
from opErATinG AcTiviTiES

Net operating cash flow decreased in 2011 by 
USD 812 million and amounted to USD 4,702 
million as compared to USD 5,514 million in 2010. 
Changes are primarily caused by increases in 
working capital and tax payments.

21. nET cASh uSED 
in invESTinG AcTiviTiES

Net cash outflow from investing activities in 
2011 was USD 1,876 million as compared to 
outflow of USD 1,443 million in 2010.

Key factors that affected inflows from investing 
activities:

 ▪ payback of deposits in the amount of 
USD 859 million;

 ▪ proceeds from sales of other financial assets 
in the amount of USD 715 million;

 ▪ proceeds from sales of property, plant and 
equipment in the amount of USD 23 million;

 ▪ dividends received in the amount of 
USD 2 million.

Key factors that affected outflows from 
investing activities:

 ▪ capital investments in construction and 
acquisition of property, plant and equipment and 
intangible assets in the amount USD 2,232 million;

 ▪ acquisition of other financial and non-current 
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CORPORATE GOVERNANCE 
AND STOCK MARKETS

The system of efficient corporate governance is the effective 
tool for protecting the rights of shareholders. Optimisation 
of business processes and preservation of high standards 
in corporate governance are the priorities for MMC Norilsk 
Nickel. Corporate governance practice in the Company is 
based on the principles stated in the Code of Corporate 
Conduct adopted by Federal Financial Markets Service.   

GEnErAl mEETinG 
of ShArEholDErS 

General Meeting of Shareholders is the supreme governing body of the Company 
in accordance with the Federal Law “On Joint Stock Companies” and the Charter 
of MMC Norilsk Nickel. 

The Annual General Meeting of 
Shareholders shall be convened on annual 
basis, not earlier than two months and 
not later than six months after the end 
of the financial year. General meetings, 
other than Annual General Meetings of 
Shareholders, are defined as Extraordinary 
General Meetings of Shareholders and shall 
be held following decision of the Board of 
Directors based on their own initiative, 
at request of the Audit Commission, the 
Company’s auditor, or shareholder(s) 
owning at least 10% of the Company’s 
voting shares at the date of the request.

The procedure of Meetings of Shareholders 
is determined by the Company’s Regulations 
on the General Meeting of Shareholders.

Notice of a General Meeting of 
Shareholders shall be published in the 
Rossiyskaya Gazeta newspaper and in the 
Taimyr newspaper not later than 30 days 
prior to the date of the General Meeting 
of Shareholders. If a General Meeting of 
Shareholders is held by vote in absentia, 
notice of the Meeting shall be given in the 
abovementioned publications at least 30 
days prior to the deadline for the collection 
of ballots.

Holders of shares receive a notice of a 
General Meeting of Shareholders from 
the Company and can exercise their 
right to vote by either sending a ballot 
via mail or attending a General Meeting 
of Shareholders (personal or through a 
representative with a power of attorney).

Holders of American Depositary Receipts 
(ADRs) do not directly receive a notice of 
a General Meeting of Shareholders from 
the Company. According to the Depositary 
agreement, the Company sends a notice to 
the Depositary. The Depositary is obliged to 
send this notice with the voting materials 
and the document that defines the 
procedure on proxy voting to ADRs holders 
as soon as practical subject to absence of 
injunctions imposed by the Russian Law. 
To exercise their right to vote ADRs holders 
should send appropriate voting instructions 
to the Depositary. During the voting process 
delays may occur since the Depositary acts 
as an intermediary. The Company cannot 
guarantee for ADRs holders’ timely receipt 
of all the materials required to provide 
voting instructions to the Depositary on the 
relevant General Meeting of Shareholders. 
ADRs for which the Depositary does not 
receive voting instructions in timely manner 
are not counted in voting results.
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GENERAL MEETING 
OF SHAREHOLDERS

A General Meeting of Shareholders shall be 
considered properly constituted (to have 
a quorum) if the shareholders who own 
in aggregate more than 50% of the votes 
granted by the outstanding voting shares 
of the Company are present at Meeting.

Shareholders owning at least 2% of the 
Company’s voting shares may proposed 
items for inclusion to the agenda of Annual 
and Extraordinary General Meetings of 
Shareholders, and nominate candidates 
to the Company’s Board of Directors 
and Audit Commission subject to the 
restrictions and within the time limits 
established by Federal Law.

Voting at the General Meeting of 
Shareholders is based on «one shareholder 
– one voice» principle, unless otherwise 
stipulated by the law. The elections of the 
Board of Directors are conducted under 
cumulative voting rules. In cumulative 
voting, a shareholder multiplies the 
number of shares held by the number 
of seats open for election on the Board 
of Directors and distributes these votes 
among the nominees. 

 The competence of the General 
Meeting of Shareholders:

 ▪ reorganisation and liquidation of the 
Company;

 ▪ election of members of the Board of 
Directors, Audit and Counting Commissions, 
and early termination of their authority;

 ▪ share split and consolidation, determination 
of the number, par value, category (type) of 
authorised shares and rights conferred by those 
shares;

 ▪ increase (decrease) of the Company’s 
authorised capital;

 ▪ approval of the selection of the independent 
auditor of the Company;

 ▪ changes and amendments to the Company’s 
Charter and approval of internal documents 
regulating the activities of the Company’s 
governing bodies;

 ▪ approval of annual reports, annual 
financial statements, including profit and loss 
statements of the Company and distribution 
of profit, including payment (declaration) of 
dividends;

 ▪ making decisions on approval of major 
transactions and interested party transactions 
in cases stipulated by the Federal Law;

 ▪ and making decisions on participation in 
financial and industrial groups and associations 
and other business unions, as well as other 
matters envisaged by relevant laws and the 
Company’s Charter.

Meetings of the Board of Directors (in person or 
in absentia) shall be held as necessary, but at least 
once every six weeks. Meetings shall be convened 
by the Chairman of the Board of Directors through 
his own initiative, at the request of a member 
of the Board of Directors, Audit Commission, 
auditor, Management Board, General Director, or 
shareholders holding at least 10% of the Company’s 
ordinary shares. Such a request shall be made in 
writing and contain a description of the reasons for 
convening the meeting.

The procedure for convening and holding the 
meetings of the Board of Directors is determined by 
the internal document of the Company – Regulations 
on the Board of Directors.

Members of the Board of Directors shall be elected 
by the Annual or Extraordinary General Meeting of 
Shareholders according to the procedure provided 
for by Federal Law for the period until the next 
Annual Meeting. The Board consists of 13 directors.

A meeting of the Board of Directors shall qualify 
(has a quorum) if at least one half of the elected 
members of the Board are present. Decisions shall 
be made by the Board of Directors by a majority 
vote of the members of the Board of Directors who 
participate in the meeting.

 The competence of the Board 
of Directors:

 ▪ proposals of the Company’s reorganisation or 
liquidation as well as of increasing (decreasing) 
the authorised capital of the Company which 
are to be submitted for consideration of the 
shareholders;

 ▪ determination of the priorities for the 
Company’s  operations, concepts and 
strategies for the Company’s development and 
methods of their implementation, approval 
of the Company’s plans and budgets, as well 
as approval of any changes to the plans and 
budgets of the Company; 

 ▪ recommendations on the dividends paid per 
share and on the payment procedure, as well as 
approval of the dividend policy of the Company; 
and

 ▪ the Company’s interests in other entities 
and transactions with shares or stock owned 
by the Company, which may result in disposal 
or pledge of such shares or stock, as well as any 
other decisions which may result in a change of 
the size of the Company’s participation in other 
companies and other matters provided for by 
the effective laws and the Company’s Charter.

boArD of DirEcTorS 
AnD iTS commiTTEES 

The Board of Directors is responsible for general management of the Company’s 
business and oversight of management bodies in the interests of the Company and its 
shareholders. There are committees of the Board of Directors which preliminary review 
the most important issues under the competence of the Board of Directors and prepare 
recommendations to ensure efficient performance of the Board of Directors.    



126 127Norilsk Nickel / AnnuAl Review / 2011 

All eDGes of success corPorATe GoVerNANce 
AND sTock MArkeTs

BOARD OF DIRECTORS AND ITS 
COMMITTEES 

Following the election of the new Board of 
Directors of the Company at the Extraordinary 
General Meeting on March 11, 2011, five 
independent directors seated on the Board:

 ▪ Ardavan Moshiri;
 ▪ Bradford Alan Mills; 
 ▪ Alexander Stalievich Voloshin;
 ▪ Claude Dauphin; 
 ▪ Lucian Bebchuck.

After election of the new Board of Directors of the 
Company at the Annual General Meeting on June 
21, 2011, six independent directors have seated on 
the Board:

 ▪ Ardavan Moshiri;
 ▪ Bradford Alan Mills; 
 ▪ Alexander Stalievich Voloshin;
 ▪ Claude Dauphin; 
 ▪ Lucian Bebchuck;
 ▪ Enos Ned Banda.

 The Board of Directors’ Activity in 2011

In 2011, the Board of Directors held 64 meetings 
as following:

 ▪ 11 in-person meetings;
 ▪ 53 meetings in absentia.

1 in-person and 11 in absentia meetings of the 
Board were held prior to the Extraordinary 
General Meeting of Shareholders convened on 11 
March 2011.

5 in-person and 14 in absentia meetings of the 
Board were held between Extraordinary and 
Annual General Meeting of Shareholders on June 
21, 2011.

5 in-person and 28 in absentia meetings of 
the Board were held after the Annual General 
Meeting of Shareholders and prior to December 
31, 2011.

At the beginning of 2011, the Board of Directors 
consisted of the following members: V.N. Titov 
(Chairman), B.V. Bakal, A.E. Bougrov, O.V. 
Deripaska, M.A. Zakharova, A.A. Klishas, D.R. 
Kostoev, B.A. Mills, O.M. Pivovarchuck, M.M. 
Sokov, V.A. Soloviev, V.I. Strzhalkovsky, and J.G. 
Holden. 

On 11 March 2011, at the Extraordinary General 
Meeting new members of the Board were 
elected: A.E. Bougrov, S.V. Barbashev, A.A. 
Klishas, L. Bebchuck, A.S. Voloshin, O.V. 
Deripaska, C. Dauphin, M.A. Zakharova, 
L.G. Zelkova, B.A. Mills, A. Moshiri, V.I. 
Strzhalkovsky, and M.M. Sokov.

A.S. Voloshin was appointed as the Chairman of 
the Board at the first meeting of the new Board 
of Directors held on April 1, 2011. 

On 21 June 2011, the Annual General Meeting 
elected the following members of the Board: 
A.E. Bougrov, S.V. Barbashev, E.N. Banda, L. 
Bebchuck, A.S. Voloshin, O.V. Deripaska, C. 
Dauphin, M.A. Zakharova, L.G. Zelkova, B.A. 
Mills, A. Moshiri, V.I. Strzhalkovsky, and M.M. 
Sokov.

A.E. Bougrov was appointed as the Chairman of 
the Board at the first meeting of the new Board 
of Directors held immediately after the General 
Meeting.

In accordance with the best corporate 
governance practice and the recommendations 
of the FCSM/FFMS Code of Corporate Conduct, 
independent directors have been elected to the 
Board of Directors of MMC Norilsk Nickel since 
2002. The Group uses the most conservative 
criteria to determine the independence of 
the members of its Board of Directors. In the 
reporting year, until the election of the new 
Board of Directors at the Extraordinary General 
Meeting of Shareholders on March 11, 2011, three 
independent directors seated on the Board:

 ▪ Vasily Nikolayevich Titov;
 ▪ Bradford Allan Mills; 
 ▪ John Gerard Holden.

 ▸ PARTiCiPATiON OF DiRECTORS iN bOARD’S MEETiNGS iN 2011

Director Participation in in-person 
meetings Participation in in absentia  meetings

A.E. Bougrov  1 11 53

B.V. Bakal 2 1 11

L.E. Bebchuck 3 9 25

S.V. Barbashev 3 10 42

E.N. Banda  5 5 28

A.S. Voloshin 3 10 37

C. Dauphin 3 10 41

O.V. Deripaska  1 8 5

M.A. Zakharova  1 11 53

L.G. Zelkova 3 10 42

A.A. Klishas  4 6 25

D.R. Kostoev 2 1 9

A. Moshiri 3 8 36

B.A. Mills  1 11 53

O.M. Pivovarchuck 2 1 11

V.I. Strzhalkovsky  1 11 53

M.M. Sokov  1 11 32

V.A. Soloviev 2 1 5

V.N. Titov 2 1 11

J.G. Holden 2 1 11

Note:
1 Elected by the Annual General Meeting at 28 June, 2010.
2 Not elected to the Board by the Extraordinary General Meeting on 11 March, 2011.
3 Elected to the Board by the Extraordinary General Meeting on 11 March, 2011.
4 Not elected to the Board by the Annual General Meeting on 21 June, 2011.
5 Elected to the Board by the Annual General Meeting on 21 June, 2011.
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mEmbErS of ThE boArD of DirEcTorS AS of DEcEmbEr 31, 2011

 Bougrov A.e.

 Zakharova M.A.

 Dauphin C. 

 Moshiri A. Zelkova l.G.  Mills B.A. 

 Deripaska O.V. Voloshin A.S. Bebchuck l. 

 Banda e.N.  Barbashev S.V.

 Sokov M.M.  Strzhalkovsky V.i.

AnDrEi yEvGEnyEvich 
bouGrov

Member of the board of Directors since 2002, Chairman 
of the board of Directors since 21 June, 2011

born in 1952 

Education: Moscow State Institute for 
International Relations (MGIMO), PhD in 
Economics.

 ▸ from 2002 to 2009 

Member of the Board of Directors of AKB Rosbank.

 ▸ Since 2002  

Member of the Board of the Non-Government 
Public Association Foreign and Defense Policy 
Council.

 ▸ from 2003 to 2007 

Director of AIG-INTERROS ADVISOR, Ltd. and AIG-
INTERROS RCF, Ltd. and Chairman of the Board of 
Directors of OJSC Open Investments.

 ▸ from 2004 to 2008

Member of the Board of Directors of CJSC Interros 
Holding Company and of OJSC RAO UES Russia.

 ▸ from 2004 to 2010 

Managing Director of CJSC Interros Holding 
Company.

 ▸ from 2005 to 2007, from 2008 to 2011 

Chairman of the Board of Directors of LLC Prof-
Media Management.

 ▸ from 2006 to 2007 

Member of the Management Board of the Bureau of 
Economic Analysis Fund.

 ▸ Since 2006  

Member of the Management Board of the Russian 
Union of Industrialists.

 ▸ from 2006 to 2010 

Member of the Board of Directors of LLC Altpoint 
Capital Partners.

 ▸ from 2007 to 2008

Chairman of the Board of Directors of OJSC Third 
Generation Company of Wholesale Electricity Market 
and member of the Board of Directors of LLC Prof-Media 
Management, OJSC Territorial Generation Company 
No. 1, and Advanced Metallurgical Group N.V.

 ▸ from 2007 to 2011  

Chairman of the Management Board of the Bureau of 
Economic Analysis Fund.

 ▸ from 2007 to 2009 

Member of the Board of Managers of the 
Autonomous Non-Profit Organisation Center for 
Sustainable Economic Development.

 ▸ in 2008 

Member of the Management Board of CJSC Interros 
Holding Company.

 ▸ from 2008 to 2010

Member of the Board of Directors of CJSC Interros 
Holding Company.

 ▸ Since 2010

Deputy General Director, member of the 
Management Board of CJSC Interros Holding 
Company.

holds no shares of the Company.

SErGEy vAlEnTinovich 
bArbAShEv

Member of the board of Directors since March 2011

born in 1962

Education: Moscow Higher School of Militia of the 
Ministry of Internal Affairs of the USSR, lawyer.

 ▸ from 2003 to 2008

Deputy General Director of CJSC Interros Holding 
Company.

 ▸ Since 2008 

General Director, Chairman of the Management 
Board of CJSC Interros Holding Company.

BOARD OF DIRECTORS AND ITS 
COMMITTEES 
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 ▸ Since 2011

Chairman of the Board of Directors of LLC Rosa Hutor 
Ski Resort Development Company.

Share of participation in the Company’s share capital: 
0.00007%.

Number of shares of the Company: 140.

EnoS nED bAnDA

Member of the board of Directors since June 2011. 
Chairman of the budget Committee

born in 1965

Education: Franklin & Marshall College (USA), business 
management (financial statements); Case Western 
Reserve University (USA), Doctor of law; Georgetown 
University (USA), master in international and 
comparative law.

 ▸ Since 2006

General Manager of FREETEL Capital (PTY) LYD

holds no shares of the Company

luciAn AryE bEbchucK

Member of the board of Directors since March 2011

born in 1955

Education: Harvard University, Master in Law, 
Master in Liberal Arts, Doctor of Philosophy, Doctor 
of Law.

 ▸ Since 2005

Professor of Law, Economics and Finance, Director 
of Corporate Governance Programme in Harvard 
University.

 ▸ from 2006 to 2007

Vice-President of U.S.  Law and Economics 
Association.

 ▸ from 2007 to 2008

President of U.S.  Law and Economics Association.

 ▸ from 2010 to 2011 

Vice-President of Western Economic Association 
International.

 ▸ Since 2011

President of Cambridge Governance Advisors.

 ▸ Since 2011

President of The American Corporate Governance 
Institute.

 ▸ Since 2011

Elected President of Western Economic 
Association International.

Share of participation in the Company’s share capital: 
0.000234%. 

Number of ADRs of the Company: 4,453.

AlExAnDEr STAliEvich 
voloShin

Chairman of the board of Directors from 
2008 to 2010, from March to June 2011.
Member of the board of Directors since June 2011

born in 1956

Education: Moscow State Institute of Transport 
Engineers (specialist in the railway electrification), 
the USSR Academy of Foreign Trade, economist.

 ▸ from 2003 to 2008

Chairman of the Board of Directors of OJSC RAO 
UES of Russia.

 ▸ from 2004 to 2008

Board Member of OJSC FSK UES.

 ▸ from 2004 to 2008

Board Member of OJSC SO-CDU UES.

 ▸ in 2008 

Board Member of OJSC MRSK Holding.

 ▸ in 2008

Board Member of OJSC RAO Eastern Energy 
Systems.

 ▸ from 2008 to 2010, from march to June 2011

Chairman of the Board of Directors of MMC Norilsk 
Nickel.

 ▸ Since 2010

Board Member – Non-Executive Director of Yandex 
N.V. PLC.

 ▸ Since 2010

Chairman of the Board of Directors of OJSC Uralkali.

 ▸ Since 2010

Chairman of the Board of Directors of OJSC AЗ.

 ▸ Since 2011

Chairman of the Board of Directors of LLC Blogpost.

holds no shares of the Company

olEG vlADimirovich 
DEripASKA

Member of the board of Directors in 2008 and since 
2010.

born in 1968

Education: Lomonosov Moscow State University, 
Faculty of Physics; Plekhanov Russian Academy of 
Economics.

 ▸ from 2003 to 2009

Chairman of the Supervisory Council of LLC Bazovy 
Element.

 ▸ Since 2006

Member of the Management Board, Member of the 
Management Board Bureau, Vice President of the 
All-Russian Association of Employers Russian Union 
of Industrialists and Entrepreneurs.

 ▸ Since 2007

General Director, Member of the Board of Directors 
of United Company RUSAL PLC.

 ▸ Since 2009

General Director of LLC RUSAL Global Management 
B.V., General Director and Member of the Supervisory 
Council of Bazovy Element, Member of the Board of 

Directors of OJSC Russian Machines and OJSC AKME 
Engineering.

 ▸ in 2010 

General Director of LLC EN+ Management.

 ▸ Since 2010

Member of the Board of Directors of OJSC 
Irkutskenergo and EN+ Group Limited.

holds no shares of the Company.

clAuDE DAuphin 

Member of the board of Directors since March 2011. 

Chairman of the Audit Committee 

born in 1951

 ▸ Since 1995

Member of Management Board of Trafigura Beheer 
B.V.

 ▸ Since 1997 

Director of Empresa Cubanade de Gas S.A. (JV 
Trafigura Group).

 ▸ Since 2004

Member of Management Board of Ecore B.V. 

 ▸ Since 2008

Director of Altrad Investments Limited (Dormant 
Company).

holds no shares of the Company

mAriAnnA AlEKSAnDrovnA 
ZAKhArovA

Member of the board of Directors since June 2010. 
Chairman of the Corporate Governance, Nomination, and 
Remuneration Committee 

born in 1976

Education: Peoples’ Friendship University of Russia, 
Master of law.

BOARD OF DIRECTORS AND ITS 
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 ▸ Since 2004 

Director of the Legal Department, Deputy General 
Director for Legal Matters of CJSC Interros Holding 
Company.

 ▸ in 2008  

Member of the Management Board of CJSC Interros 
Holding Company.

 ▸ from 2008 to 2010

Member of the Board of Directors of CJSC Interros 
Holding Company.

 ▸ from 2009 to 2010

Member of the Board of Directors of AKB Rosbank.

 ▸ Since 2010 

Member of the Board of Directors, ProfEstate 
and OJSC MMC Norilsk Nickel, Member of the 
Management Board of CJSC Interros Holding 
Company.

holds no shares of the Company

lAriSA GEnnADiEvnA 
ZElKovA

Member of the board of Directors since March 2011

born in 1969 

Education: Lomonosov Moscow State University, 
journalist

 ▸ Since 1998

Deputy General Director, Director of Public 
Relations of CJSC Interros Holding Company.

 ▸ Since 1999 

General Director of Non-profit Charity Organisation 
– Potanin’s Charity Fund.

 ▸ from 2002 to 2011

Member of Council of Non-profit Organisation – 
Donors Forum.

 ▸ Since 2007 

Chairman of Management Board of MGIMO 
Endowment Fund.

 ▸ Since 2010 

Member of the Chamber of Civil Society of the 
Russian Federation. 

 ▸ from 2005 to 2010

Board Member of LLC Prof-Media Management.

 ▸ in 2008 and since 2010

Member of Management Board of CJSC Interros 
Holding Company.

 ▸ from 2008 to 2010

Board Member of CJSC Interros Holding Company.

 ▸ Since 2011

Chairman of Management Board of The Hermitage 
Endowment Fund.

 ▸ Since 2011

Chairman of the Board of Directors of LLC Prof-Media 
Management.

 ▸ Since 2011

Board Member of LLC Rosa Hutor Ski Resort 
Development Company.

holds no shares of the Company

brADforD AlAn millS

Member of the board of Directors since December 2008. 
Chairman of the Strategy Committee 

born in 1954 

Education: Stanford University, Master of Sciences 
with a degree in Geology and Economic Geology.

 ▸ from 2004 to 2008

CEO of Lonmin Plc.

 ▸ Since 2009

Managing Director of Plinian Capital Plc. and CEO of 
Mandalay Resources.

holds no shares of the Company.

ArDAvAn moShiri

Member of the board of Directors from December 2008 
to June 2010 and since March 2011 

born in 1955 

Education: University of London, Bachelor in 
Economics and Statistics.

 ▸ from 1998 to 2008 

Board Member of LLP Oskol Elektrometallurgical 
Plant.

 ▸ from 1999 to 2008 

Board Member of LLP Lebedinsky GOK.

 ▸ from 2000 to 2008 

General Director of Europe Steel Limited (former 
Europe Steel plc.)

 ▸ from 2004 to 2008 

Board Member of LLP Ural Steel.

 ▸ from 2007 to 2009 

Board Member of Red and White Holdings Limited.

 ▸ from 2007 to 2009

Board Member of Nautilus Minerals Inc.

 ▸ from 2007 to 2008 

Board Member of OJSC Mikhailovsky GOK. 

 ▸ Since 2010 

Head of Business Strategy and Development of 
Metalloinvest Trading AG.

 ▸ Since 2005 

Board Member of Gallagher Holdings Limited.

 ▸ Since 2006 

Chairman of the Board of Directors of 
METALLOINVEST Managing Company LLC.

 ▸ from 2006 to 2012 

Board Member of Cortland Trading Limited.

 ▸ Since 2007 

Board Member of Epion Holdings Limited.

 ▸ from 2008 to 2011 

Board Member of Strike Resources Limited.

 ▸ from 2008 to 2009 

Chairman of the Board of Directors of OJSC 
METALLOINVEST Holding Company. 

 ▸ Since 2010 

Board Member of OJSC Megafon.

 ▸ 2010 – 2011

Board Member of Mail.RU Group Limited

holds no shares of the Company

vlADimir iGorEvich 
STrZhAlKovSKy

Member of the board of Directors since December 2008, 
General Director – Chairman of the Management board 
since August 2008

born in 1954 

Education: V.I. Lenin Leningrad Institute of Electric 
Engineering. Majored in Applied Mathematics, PhD in 
Economics.

 ▸ from 2001 to 2008 

Head and Deputy Head of Intergovernmental 
Commissions on behalf of the Russian Federation 
for trade and economic cooperation with Indonesia, 
Greece, Spain, Bulgaria, Netherlands and Cyprus.

 ▸ from 2004 to 2008  

Head of Russian Federal Agency for Tourism.

 ▸ Since 2008  

General Director – Chairman of the Management 
Board of MMC Norilsk Nickel. 

 ▸ Since 2011 

Board Member of OJSC INTER RAO UES

Mr. Strzhalkovsky I.S.  is a Full State Counselor of 1st 
Class of the Russian Federation. Awarded with the 
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Order of Honor, the Order of Friendship, numerous 
medals, and several honorary mentions by the President 
and the Government of the Russian Federation.

Awarded with the Certificate of Honour of the 
Government of the Russian Federation for the long-
term and efficient state civil service (August 4, 2008, 
Order 1119-p).

holds no shares of the Company

mAKSim miKhAilovich SoKov

Member of the board of Directors since December 2008.

born in 1979

Education: Russian State Tax Academy under the 
Russian Ministry of Taxes, lawyer; New York University 
(USA), Master in Law.

 ▸ from 2004 to 2007

Director of the Department for Mergers and 
Acquisitions, LLC Rusal Management Company.

 ▸ from 2007 to 2008

Director of the Strategic Projects Department, CJSC 
Rusal Global Management B.V.

 ▸ from 2008 to 2010 

Director for Management of Investments, CJSC Rusal 
Global Management B.V.

 ▸ Since 2008  

Director General of LLC UC Rusal Investment 
Management.

 ▸ from 2009 to 2011 

Member of the Board of Directors of OJSC Third 
Generation Company of Wholesale Electricity 
Market.

 ▸ from 2010 to 2011 

Director for Strategy and Corporate Development of 
CJSC Rusal Global Management B.V.

 ▸ Since 2011  

Director for Strategy of CJSC Rusal Global 
Management B.V.

holds no shares of the Company.

of the Audit Committee, approved the 
following members of the Audit Committee: 
Andrei Bougrov, Bradford Mills (Independent 
Director) and Ardavan Moshiri (Independent 
Director).

 Strategy Committee

The Strategy Committee consists of four 
directors. The members of the Committee 
cannot be members of the Board of Directors 
of the Company who also occupy managerial 
positions in the Company. The Strategy 
Committee has been created for the purpose 
of assisting the Board of Directors with 
preliminary reviewing of strategy goals, 
developing business priorities, evaluating 
long-term efficiency, and developing 
recommendations for the Board of Directors 
on fine tuning the current strategy of the 
Company based on optimising the efficiency 
subject to prevailing trends in commodity, 
capital markets and performance of the 
Company and its peers. 

Formed in 2010, the Strategy Committee 
continued its work in early 2011 in the following 
composition: Bradford Alan Mills (Independent 
Director), Committee Chairman; Boris 
Bakal, Vladislav Soloviev and John Holden 
(Independent Director).

Following the election of the Board of Directors 
at the Extraordinary General Meeting of 
Shareholders held on March 11, 2011, Bradford 
Mills (Independent Director) was elected as 
the Chairman of Strategy Committee at the 
first meeting of the Board of Directors of 
MMC Norilsk Nickel. In May 2011, the Board 
of Directors, upon the recommendation of 
Bradford Mills, Independent Director and the 
Chairman of Strategy Committee, approved 
the following members of the Strategy 
Committee: Sergey Barbashev, Maksim Sokov 
and Claude Dauphin (Independent Director). 

Following the election of new members of 
the Board of Directors at the Annual General 
Meeting of Shareholder held on June 21, 2011, 
Bradford Mills (Independent Director) was 
elected as the Chairman of Strategy Committee 

commiTTEES of ThE boArD 
of DirEcTorS 

Since the beginning of 2011, the following 
Committees have continued their work:

 ▪ Audit Committee;
 ▪ Strategy Committee;
 ▪ Budget Committee;
 ▪ Corporate Governance, Nomination and 

Remuneration Committee.

 Audit Committee

The Audit Committee consists of four directors 
and assists the Board of Directors in interaction 
with external auditors in reviewing financial 
reporting and evaluating the internal control 
system. 

Since the beginning of 2011, the Audit 
Committee comprised the following four 
Board of Directors members: John Holden 
(Independent Director) as Committee 
Chairman, Andrei Bougrov, Maksim Sokov and 
Bradford Mills (Independent Director).

Following the election of the Board of Directors 
at the Extraordinary General Meeting of 
Shareholders held on March 11, 2011, Claude 
Dauphin (Independent Director) was elected 
as the Chairman of Audit Committee at the 
first meeting of the Board of Directors of 
MMC Norilsk Nickel. In May 2011, the Board of 
Directors, upon the recommendation of Claude 
Dauphin, Independent Director and Chairman 
of the Audit Committee, approved the 
following members of the Audit Committee: 
Andrei Bougrov, Bradford Mills (Independent 
Director) and Ardavan Moshiri (Independent 
Director).

Following the election of the Board of 
Directors at the Annual General Meeting of 
Shareholders held on June 21, 2011, Claude 
Dauphin (Independent Director) was elected 
as the Chairman of Audit Committee at the 
first meeting of the Board of Directors of 
MMC Norilsk Nickel. In July 2011, the Board of 
Directors, upon the recommendation of Claude 
Dauphin, Independent Director and Chairman 
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Sergey Barbashev, Maksim Sokov, Marianna 
Zakharova and Bradford Mills (Independent 
Director).

 

Corporate Governance, Nomination 
and Remuneration Committee

The Corporate Governance, Nomination and 
Remuneration Committee consists of three 
members of the Board of Directors. It was 
established for the purpose of assisting the 
Board of Directors with the preliminary review 
of matters related to corporate governance 
and other matters under the competence of 
the Board of Directors affecting corporate 
interests of the Company and rights of its 
shareholders, including transactions with 
shares of the Company, as well as preparation 
of recommendations for the Board of Directors 
for making decisions on such matters.

In early 2011, the Corporate Governance, 
Nomination, and Remuneration Committee 
began its work comprising of the following 
members: Marianna Zakharova, the 
Chairperson of Committee, Maksim Sokov and 
Bradford Mills (Independent Director). 

Following the election of the Board of Directors 
at the Extraordinary General Meeting of 
Shareholders held on March 11, 2011, Marianna 
Zakharova was elected as the Chairperson 
of Corporate Governance, Nomination and 
Remuneration Committee at the first meeting 
of the Board of Directors of MMC Norilsk 
Nickel. In May 2011, the Board of Directors, 
upon the recommendation of Marianna 
Zakharova the Chairperson of Corporate 
Governance, Nomination, and Remuneration 
Committee, approved the following members 
of the Corporate Governance, Nomination, and 
Remuneration Committee: Larisa Zelkova and 
Luchian Bebchuk (Independent Director).

Following the election of new members of 
the Board of Directors at the Annual General 
Meeting of Shareholders held on June 21, 
2011, Marianna Zakharova was re-elected as 
the Chairperson of Corporate Governance, 
Nomination, and Remuneration Committee 
at the first meeting of the Board of Directors 

at the first meeting of the Board of Directors 
of MMC Norilsk Nickel. In July 2011, the Board 
of Directors, upon the recommendation of 
Bradford Mills, Independent Director and the 
Chairman of Strategy Committee, approved 
the following members of the Strategy 
Committee: Maksim Sokov, Andrey Bougrov 
and  Enos Ned Banda (Independent Director). 

 Budget Committee

The Budget Committee consists of five 
members of the Board of Directors. The 
Budget Committee was created for the 
purpose of assisting the Board of Directors 
with the preliminary review of matters and 
development of recommendations to define 
policies related to finance, budgeting and 
business planning. 

Formed in 2010, the Budget Committee 
continued its work in early 2011, comprising 
the following members: Vladislav Soloviev, 
the Chairman of Committee; Andrei Bougrov, 
Marianna Zaharova, Maksim Sokov and John 
Holden (Independent Director).

Following the election of the Board of Directors 
at the Extraordinary General Meeting of 
Shareholders held on March 11, 2011, Andrei 
Bougrov was elected as the Chairman of 
Budget Committee at the first meeting of the 
Board of Directors of MMC Norilsk Nickel. In 
May 2011, the Board of Directors, upon the 
recommendation of Andrey Bougrov, the 
Chairman of Budget Committee, approved the 
following members of the Budget Committee: 
Sergey Barbashev, Maksim Sokov, Marianna 
Zakharova and Bradford Mills (Independent 
Director).

Following the election of new members of 
the Board of Directors at the Annual General 
Meeting of Shareholders held on June 21, 2011, 
Enos Ned Banda was elected as the Chairman 
of Budget Committee at the first meeting of 
the Board of Directors of MMC Norilsk Nickel. 
In July 2011, the Board of Directors, upon the 
recommendation of Enos Ned Banda, the 
Chairman of Budget Committee, approved the 
following members of the Budget Committee: 

the following members of the Corporate 
Governance, Nomination, and Remuneration 
Committee: Larisa Zelkova and Luchian 
Bebchuk (Independent Director).

of MMC Norilsk Nickel. In July 2011, the Board 
of Directors, upon the recommendation 
of Marianna Zakharova, the Chairperson 
of Corporate Governance, Nomination, 
and Remuneration Committee, approved 
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EXECUTIVE BODIES: GENERAL 
DIRECTOR AND MANAGEMENT 
BOARD

within the scope of responsibility of the 
General Meeting of Shareholders, the Board of 
Directors, or the Management Board.

The Management Board runs the Company 
within its scope of responsibility as defined 
by the Company’s Charter, and ensures that 
all the decisions of the General Meetings of 
Shareholders and the Board of Directors are 
implemented in due course.

 The competence of the Management 
Board:

 ▪ preliminary consideration of materials 
prepared for meetings of the Board of Directors 
regarding such issues as determination of 
priorities for the Company’s operations, 
concepts and strategies for the Company’s 
development and methods of their 
implementation, approval of the Company’s 
plans and budgets, as well as approval of 
any changes to the plans and budgets of the 
Company;

 ▪ preparation of proposals for amending the 
Company Charter;

 ▪ preparation of proposals for transactions 
that require approval by the General Meeting of 
Shareholders or the Board of Directors;

 ▪ analysis and assessment of the results of the 
Company’s business operations; 

 ▪ elaboration of proposals for the use of the 
Company’s reserve fund and other matters 
provided for by the current laws and the 
Company’s Charter.

The rights and responsibilities of the General 
Director and members of the Management 
Board with regard to the day-to-day activities 
of the Company are determined by Federal 
Law, other regulations of the Russian 
Federation, the Company’s Charter, internal 
documents of the Company, and contracts 
defining their rights and responsibilities as 
executed by the Company with each of them.

The General Director and members of the 
Management Board are elected for an 
indefinite period. The Board of Directors is 
authorised to terminate the authority of and 
cancel the contract with the General Director 
or any member of the Management Board at 
any point of time.

The General Director shall act as the Chairman 
of the Management Board and on behalf 
of the Company without any power of 
attorney, including the following functions: 
representing the Company’s interests, 
entering into transactions in the name of the 
Company, approving staff schedules, issuing 
orders and instructions that are binding on all 
employees of the Company, approving internal 
documents of the Company regulating 
production, technology, financial, accounting, 
business, human resources, social, health, 
safety, and administrative issues, and also 
making decisions on any other matters of 
day-to-day operations of the Company, which 
are not included by the Company’s Charter 

ExEcuTivE boDiES: GEnErAl 
DirEcTor AnD mAnAGEmEnT 
boArD 

The General Director (sole executive body) and the Management Board 
(collective executive body) are responsible for the Company’s day-to-day 
activities and accountable to the General Meeting of Shareholders and the 
Board of Directors.

 The Management Board’s Activity in 
2011

In 2011, 58 meetings of the Company’s 
Management Board were held including:

 ▪ 8 meetings in person; 
 ▪ 50 meetings in absentia.

 ▸ PARTiCiPATiON OF MEMbERS OF ThE MANAGEMENT bOARD iN MEETiNGS iN 2011

Director Participation in in-person 
meetings Participation in absentia  meetings

Strzhalkovsky V.I. 8 50

Kostoev D.R. 8 41

Muravuov Ye.I. 8 49

Poltavtsev V.N. 8 50

Pivovarchuk O.M. 6 48

Sprogis V.Ye. 8 50

Selyandin S.V. 8 50
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ThE currEnT mAnAGEmEnT boArD 

vlADimir iGorEvich 
STrZhAlKovSKy

Member of the board of Directors since December 2008, 
General Director – Chairman of the Management board 
since August 2008

born in 1954

Education: V.I. Lenin Leningrad Institute of Electric 
Engineering. Majored in Applied Mathematics, PhD in 
Economics.

 ▸ from 2001 to 2008

Head and Deputy Head of Intergovernmental 
Commissions on behalf of the Russian Federation 
for trade and economic cooperation with Indonesia, 
Greece, Spain, Bulgaria, Netherlands and Cyprus.

 ▸ from 2004 to 2008  

Head of Russian Federal Agency for Tourism.

 ▸ Since 2008 

General Director – Chairman of the Management 
Board of MMC Norilsk Nickel. 

 ▸ Since 2011 

Board Member of OJSC INTER RAO UES

Mr. Strzhalkovsky I.S.  is a Full State Counselor 
of 1st Class of the Russian Federation. Awarded 
with the Order of Honor, the Order of Friendship, 
numerous medals, and several honorary mentions 
by the President and the Government of the Russian 
Federation.

Awarded with the Certificate of Honour of the 
Government of the Russian Federation for the long-
term and efficient state civil service (August 4, 2008, 
Order 1119-p).

holds no shares of the Company.

 O. M. Pivovarchuk V. i. Strzhalkovsky  D. R. Kostoyev

 Ye. i. Muravyov  V. N. Poltavtsev  V. Ye. Sprogis  S. V. Selyandin

Agro-Industrial Complex Agros and OJSC Open 
Investments.

 ▸ from 2005 to 2008

Member of the Board of Directors of LLC Prof-Media 
Management.

 ▸ from 2005 to 2009  

Member of the Board of Directors of CJSC RUSIA 
Petroleum.

 ▸ from 2006 to 2008

Member of the Board of Directors of LLC Insurance 
Company Soglasie.

 ▸ from 2007 to 2008

Managing Director for Investments and a member 
of the Board of Directors of CJSC Interros Holding 
Company.

 ▸ in 2008 

Member of the Management Board of CJSC Interros 
Holding Company.

 ▸ Since 2008

Director of the Investment Policy Department of 
MMC Norilsk Nickel, Deputy General Director – Head 
of the Block for Economics and Investment Policy, 
Head of the Block for Finance, Deputy General 
Director – Head of the Block for Economics and 
Finance of MMC Norilsk Nickel.

 ▸ from 2009 to 2010

Member of the Board of Directors, Chairman of 
the Audit Committee, and a member of the Budget 
Committee of CJSC Third Generation Company of 
Wholesale Electricity Market.

 ▸ from 2009 to 2010

Chairman of the Board of Directors, Deputy 
Chairman of the Board of Directors of CJSC Yenisei 
River Navigation Company, and a member of the 
Investment Committee of the Board of Directors of 
CJSC RusHydro.

 ▸ from 2010 to 2011

Member of the Board of Directors of MMC Norilsk 
Nickel.

holds no shares of the Company.

olEG moDESTovich 
pivovArchuK

First Deputy General Director – Member of the 
Management board since October 2008.

born in 1953 

Education: Moscow Institute of Steel and Alloys 
(ferrous metals); All-Russian Academy of Foreign 
Trade, economist.

 ▸ from 2007 to 2008 

Executive Director of CJSC Dinamo-Telecom.

 ▸ Since 2008 

First Deputy General Director, Member of the 
Management Board of MMC Norilsk Nickel.

 ▸ Since 2009 

Chairman of the Board of Directors of CJSC Taimyr 
Fuel Company

 ▸ from 2009 to 2011

Member of the Board of Directors, Chairman of the 
Strategy and Development Committee, Chairman 
of the Board of Directors of CJSC Third Generation 
Company of Wholesale Electricity Market.

 ▸ from 2010 to 2011 

Member of the Board of Directors of MMC Norilsk 
Nickel.

holds no shares of the Company.

DmiTri ruSlAnovich 
KoSToyEv

Deputy General Director – Member of the Management 
board since February 2009.

born in 1973

Education: Financial Academy of the Government of 
the Russian Federation and the training and re-
training course for managers and specialists at the 
Plekhanov Russian Academy of Economics.

 ▸ from 2004 to 2008

Member of the Board of Directors of CJSC 

EXECUTIVE BODIES: GENERAL 
DIRECTOR AND MANAGEMENT 
BOARD
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yEvGEny ivAnovich 
murAvyov

Member of the Management board since May 2009, 
Director of the Polar Division since January 2010.

born in 1961

Education: Tyumen Industrial Institute, engineer-
chemist-technologist; Kuban State University, 
economist, PhD, DSc (Biology).

 ▸ from 2003 to 2009

Vice-Governor of Krasnodar Territory for Education, 
Culture, Healthcare, Social Security, Resorts and 
Tourism; Vice-Governor of Krasnodar region for 
Economic Development; the First Deputy Governor 
of Krasnodar region.

 ▸ from 2009 to 2010

General Director of Kola MMC.

 ▸ from 2009 to 2010

Member of the Board of Directors of Kola MMC.

 ▸ from 2009 to 2010 

Member of the Board of Directors of OJSC Kola Heat 
Supplying Company.

 ▸ Since 2010

Director of the Polar Division of MMC Norilsk Nickel, 
Member of the Board of Directors of OJSC Taimyrgaz.

 ▸ from 2010 to 2011 

Member of the Board of Directors, Chairman of the 
Board of Directors of Zavenyagin Norilsk Mining and 
Metallurgical Plant.

 ▸ in 2011 

Member of the Board of Directors of OJSC Norilsk 
Trade and Industrial Group.

holds no shares of the Company.

vyAchESlAv niKolAyEvich 
polTAvTSEv

Deputy General Director – Member of the Management 
board since April 2010.

born in 1950

Education: Kalinin Leningrad Polytechnical Institute.

 ▸ from 2004 to 2008

Deputy Head of the Main Department for Housing 
and Social Services, Russian Presidential Property 
Management Department.

 ▸ in 2008 

Adviser to the Minister of Information Technologies 
and Communication of the Russian Federation.

 ▸ from 2008 to 2009

Deputy Director for Communications of OJSC 
Siberian Coal and Energy Company.

 ▸ from 2009 to 2010

Director of the Department for Interaction with 
Federal Authorities and for Labor Compensation, 
MMC Norilsk Nickel.

 ▸ Since 2009

Chairman of the Board of Directors of LLC Sport 
Projects Managing Company.

 ▸ Since 2010

Head of the Block for Government Relations and 
Social Policy. 

 ▸ Since 2010

Chairman of the Board of Directors of OJSC Kola 
MMC, OJSC Norilskgazprom.

 ▸ Since 2011 

Board Member of LLC Polar Trade Alliance.

holds no shares of the Company.

SErGEi vEnyAminovich 
SElyAnDin

Member of the Management board since April 2010, 
General Director of kola MMC since January 2010.

born in 1955

Education: Irkutsk Polytechnical Institute with degree 
in Metallurgical Production Automation.

 ▸ from 2003 to 2009

Director of the Nadezhda Metallurgical Plant of the 
Polar Division of MMC Norilsk Nickel.

 ▸ from 2009 to 2010

Deputy Director – Chief Operating Officer of the 
Polar Division of MMC Norilsk Nickel

 ▸ Since 2010 

General Director of Kola MMC, Member of the Board 
of Directors of Kola MMC and CJSC Kola Heat Supply 
Company.

Share of participation in the Company’s share capital: 
0,012814%. 

Number of shares of the Company: 24,427.

viKTor yEvGEnyEvich 
SproGiS

Deputy General Director since 2001, Member of the 
Management board since 2005.

born in 1961

Education: Bauman Moscow State Technical 
University with degree in Automated Management 
Systems.

 ▸ Since 2005 

Deputy General Director – Head of the Sales Unit of 
MMC Norilsk Nickel.

holds no shares of the Company.

EXECUTIVE BODIES: GENERAL 
DIRECTOR AND MANAGEMENT 
BOARD
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 ▪ keeps record of identified violations while 
performing internal control;

 ▪ analyses the results of the Company’s audits, 
controls development and implementation 
of measures to eliminate violations identified 
during audits;

 ▪ prepares proposals for improving the internal 
control procedure.

While performing its functions, the Department 
prepares reports, recommendations and 
other documents which are sent to the Audit 
Committee of the Board of Directors and 
the General Director of the Company. The 
Department also prepares annual reports for 
the Audit Committee and the General Director 
of the Company. 

The Department cooperates with external 
auditors on issues related to improvement of 
the system of internal control in the Company.     

In order to meet the listing requirements of the 
Russian stock exchange (MICEX-RTS), which 
are based on the requirements of the FSFM 
Regulation on the Activities rRlating to the 
Organisation of Trade in the Securities Market, 
the Company has a division ensuring compliance 
with internal control procedure – Internal 
Control Department.

Goals, directions, and procedure of internal 
control over financial and economic activities 
of the Company are set out in the Regulations on 
internal control over financial and economic activities 
of MMC Norilsk Nickel. 

For the purpose of evaluation of the quality of 
the system of internal control, the Department 
performs the following actions to oversight the 
compliance with the internal control procedure 
established in the Company:

 ▪ organises and performs control of the 
primary directions of financial and economic 
activities of the Company, including those with 
the assistance of officers of other departments;

inTErnAl conTrol SySTEm 

The System of Internal Control of MMC Norilsk Nickel helps track and prevent 
internal and external risks, comply with legislation of the Russian Federation 
and the Company’s documents enhancing investors’ confidence in the 
Company and corporate governance system.

 ▪ the Company’s business units and officers 
who are responsible for the causes and/or 
consequences of an unfavorable event; 

 ▪ proposals for the remediation of possible 
consequences of unfavorable events.

riSK ASSESSmEnT

The Company seeks to evaluate every identified 
risk and to assess the implications for its 
business objectives during the period under 
review. The quantitative indicators of risk 
assessment include:

 ▪ probability of adverse events occurring;
 ▪ scale of consequences from a risk 

materialising.

The degree of damage and the likelihood of an 
adverse event occurring are measured on a five-
point scale.

 Risk Prioritisation

In accordance with the Corporate Risk 
Management Concept, the Company has 
established acceptable risk levels. Depending on 
certain parameters, presence and relevance of 
any non-financial factors, risks are categorised 
as critical, significant, or moderate.

 Risk Aggregation and Systematisation 

Modern risk assessment methods and 
techniques are used to gauge the possible 
impact of unfavorable events on the 
Company’s financial and operating results 
and business objectives, as well as the 
aggregate exposure of cash flows (qualitative, 
quantitative, and mathematical modeling).

Risk management is carried out in accordance 
with the Corporate Risks Management Concept 
and represents the systematic process of 
identification, evaluation, and management of 
risks in all business areas.

 The goals of risk management system:

 ▪ increase achievability of targets set by the 
Company;

 ▪ provide sustainable development;
 ▪ improve efficiency of resource allocation; 
 ▪ promote investment attractiveness and 

shareholder value of the Company.

riSK iDEnTificATion 

The Company’s exposure to risk results from 
both internal and external factors.

The Company regularly collects and analyses 
information on external and internal factors 
which could negatively affect the achievement 
of the Company’s goals. This process includes 
the analysis of financial and management 
accounts, statistical data, material and 
information flowcharts, checklists, business 
meeting materials, and other information.

The Company maintains risk registers, where 
key data about identified risks are accumulated, 
including:

 ▪ unfavorable events or trends;
 ▪ possible causes and conditions that could 

lead to the emergence of hazardous situations;
 ▪ potential implications for the Company’s 

business and goals;
 ▪ links with other events or trends;

riSK mAnAGEmEnT SySTEm

The Company’s business is associated with an array of risks which can seriously 
affect its financial and economic results. The Company implements the risk 
management system to mitigate any adverse impact.
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 ▪ regulatory risks;
 ▪ natural and industrial risks (technical/

production and environmental);
 ▪ financial risks;
 ▪ personnel risks (labor safety, social and labor 

relations);
 ▪ social risks;
 ▪ risks related to international assets; 
 ▪ merger and acquisition risks.

 ▸ regulatory risks 

MMC Norilsk Nickel’s operations are regulated 
by numerous laws, standards and guidelines, in 
areas which include:

 ▪ processing of raw materials and output of 
finished goods;

 ▪ environmental protection;
 ▪ foreign economic activities; 
 ▪ tax regulations; 
 ▪ labor relations.

 Risk Regulation

Depending on the extent to which risks may 
be mitigated the Company uses a variety of 
risk regulation methods in order to reduce, 
eliminate, transfer or accept risks.

The system for regulating such risks is 
centrally controlled.

Risk management is an integral part of the 
Company’s Corporate Governance System. 
Divisions and employees actively participate 
in the process of identifying and evaluating 
risk, continuously widening the scope of 
research for potential threats and hazards, in 
order to provide information for management 
decisions.

The Corporate Risk Management System is 
designed to detect a wide range of potential 
risks:

 ▸ hiERARChy OF MANAGERiAl RESPONSibiliTiES

№ Risk relevance Acceptable risk level set by Actions for risk control decided by

1. Critical Company Management Company Management

2. Significant Company Management Sector units, divisions/ production facilities 
management 

3. Moderate Management of sector units and 
divisions 

Production facilities management

 ▸ TyPES OF ACTiON TO REGUlATE RiSkS

reduction of probability of risk and potential 
damage 
– technical measures
– organisational measures
– diversification
– reorganisation of business processes

Transfer of risks
– insurance
– hedging
– joint ventures or strategic partnerships  
– outsourcing

Avoidance of risks
– sales of assets
– rejection of deals

Acceptance of risks
– limitation
– financial reserves

All of the Company’s principal branches, 
subsidiaries, and affiliates have the required 
environmental permits, licenses and approvals 
in accordance with the applicable legislation.

 ▸ Technical and production risks

The foundation for the Company’s strength and 
sustainable development lies in its production 
assets, the stability and efficiency of which 
affect the achievement of the Company’s 
primary goals.

The Company’s key production sites are located 
in the Far North of Russia. Due to the natural 
and climatic conditions prevailing in the region, 
complex technical issues are encountered when 
conducting geological exploration, mining 
and processing of ore, providing energy to 
production facilities and city infrastructure, and 
transporting finished products to customers.

The region’s adverse weather conditions 
(extremely low temperatures, «black» 
snowstorms, reduced navigation depth of the 
Yenisei River) can have a major impact on the 
Company’s operations. The Company uses 
the latest technology and takes the necessary 
measures to overcome these problems.

Equipment, buildings, and structures are 
exposed to industrial risks. These include:

Mining and Metals Business Unit:
 ▪ flooding at mines or quarries;
 ▪ accidents and incidents involving mining and 

transport equipment;
 ▪ dealing with flammable gases and toxic 

substances; 
 ▪ accidents and incidents at certain stages of 

ore-processing.

Energy Business Unit:
 ▪ accidents involving pipelines and gas 

transportation systems;
 ▪ accidents involving electricity grids; 
 ▪ accidents at heating stations.

Transport Business Unit:
 ▪ reduction in navigable river depths;
 ▪ damage to river terminals;

With internationally spread facilities the 
Company must ensure that it complies with all 
applicable standards and requirements of the 
countries in which it operates.

New regulations can significantly affect the 
Company’s operations. To avoid any adverse 
impact on the stability of its business and its 
ability to fulfill obligations to stakeholders, the 
Company constantly monitors the legislation 
relating to its operations. Thus the Company 
can promptly react to all changes and adjust its 
business model.

 ▸ Environmental risks

Environmental agencies supervise and regulate 
the Company’s production operations in full 
accordance with applicable laws and regulations. 
Recognising the scale and complexity of 
the environmental issues, the Company’s 
management considers environmental protection 
to be an integral part of its business and strives 
to ensure compliance with all laws and that 
resources are used in a sustainable manner.

The main goals of the Company’s Environmental 
Policy are:

 ▪ to reduce pollutant emissions discharged 
into the atmosphere;

 ▪ to reduce pollutant effluents discharged into 
bodies of water; 

 ▪ to create waste disposal sites to alleviate the 
industrial burden on the environment;

 ▪ to prevent pollution while shipping of cargo 
by sea and using the vessels.

Changes in environmental regulations 
may affect the results of environmental 
management of the Company. Such possibilities 
are built in the operations of the Company’s 
branches, subsidiaries, affiliates and evaluated 
during environmental audits. Results of analysis 
of changes in legal obligations are regularly 
being updated and placed in electronic data 
room. 

Since 2005, the Company implemented the 
Environmental Management System (EMS).  In 
addition, the Company arranges annual EMS 
audits on the Company’s compliance with ISO 
14001:2004. 
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The Company’s revenues are largely influenced 
by market prices for metals at the world’s 
leading commodity exchanges, which fluctuate 
under the influence of overall market conditions. 
The bulk of MMC Norilsk Nickel’s revenues are 
in US Dollars, while the main expenses of the 
Company are paid in Rubles. 

interest rate risk involves the risk that a 
potential change in the cost of debt servicing 
can affect the Company’s financial performance. 
The major part of the Group’s loans and 
borrowings have floating interest rates, in 
particular those linked to LIBOR (London 
Interbank Offering Rate). The level of LIBOR rate 
in 2011 allowed the Group to keep debt-servicing 
expenses low.

credit risk is defined as the possibility that 
counterparty may not meet its obligations 
to the Company on time, leading to financial 
losses. The Company minimises its credit risk 
by spreading it across the large number of 
counterparties and setting credit limits based 
on the analysis of counterparties’ financial 
standing. To analyse the counterparties’ 
solvency, the Company’s uses the latest 
methods.

liquidity risk is defined as the possibility that 
the Company may not be able to settle all of 
its liabilities as they come due. The Company’s 
corporate treasury ensures the centralised 
management of liquidity throughout the 
Group. Liquidity is managed by using detailed 
budgeting procedures, maintaining daily 
payment positions with a horizon of up to one 
month, and conducting monthly cash planning 
to ensure the budget is met for a period of up to 
12 months.

The Company uses the cash flow management 
system, which enables the collection and 
analysis of forthcoming payment data for a 
period of up to one month. To manage liquidity, 
the Company has a reserve of liquid funds and 
has confirmed credit lines with numerous 
banks. These would be sufficient to compensate 
for potential revenue fluctuations of prices, 
currency, and interest rates.

 ▪ breakdown of infrastructure at Norilsk 
airport; 

 ▪ accidents and incidents involving river and 
marine vessels, tugboats, and cranes.

Oil depots in the Norilsk industrial region:
 ▪ damage to buildings;
 ▪ equipment failure; 
 ▪ decommissioning of equipment.

To reduce adverse effects at production 
facilities, the Company regularly evaluates the 
risk of unplanned disruptions and develops 
measures to prevent and limit the potential 
consequences of such accidents and incidents.

Registers for technical and production risks 
have been created for the Polar Division’s 
production units, the Kola Peninsula 
production site, the fuel and energy business 
units, the transport business units, and 
Dudinka and Norilsk industrial region’s oil 
depots. The registers define the various 
categories of risk relevant to each location.

The Company has developed, and is 
implementing, the programme of 
organisational and technical actions aimed 
at reducing the most serious technical and 
production risks. In addition, in order to 
mitigate the negative effects, a comprehensive 
insurance scheme has been set up to cover 
production-related risks.

All facilities have developed industrial safety 
declarations for hazardous production sites. 

 ▸ financial risks

The Company’s financial risks comprise market 
(price, currency, and interest rate), credit and 
liquidity risks. Financial risk management 
is centralised and based on the internal 
regulations and methodologies approved by 
the Company’s management.

Efforts are undertaken to streamline 
quantitative risk assessment procedure and 
risk reduction measures.

The Company implements an effective system 
of corporate social programmes aimed at 
recruiting and retaining employees. The 
Company provides employees with extra 
benefits including trainings, protection and 
improvement of working conditions and health, 
corporate retirement benefits which reflect the 
Company’s social responsibility and encourage 
achievement of high production results.   

 ▸ Social relations and risks 

The Company’s success depends greatly on the 
input of employees engaged in the production 
process.

A shortage of qualified personnel at the mining 
and metals, power supply, and transport 
units could have a major effect on the quality, 
timeframe, and cost of production programmes.

To maintain the stable social situation at the 
Group’s entities in 2011 the Company further 
implemented social programmes aimed at 
attracting qualified personnel, raising the level 
of compensation, improving working conditions 
for employees and increasing corporate 
retirement benefits.

 ▸ risks related to international Assets 

The Group’s assets in Australia are subject to 
certain risks, including currency fluctuations 
and changes in contaminant emission quotas 
and license agreement rates. These factors may 
change the cost of extracting raw materials, 
production, geological exploration, and mining 
operations. Any changes in legislation or in 
the political, social, or economic situation are 
beyond the Group’s control and may affect its 
business adversely.

The Company meets the obligations specified 
in the license agreements for geological 
survey, mining, and production engineering in 
Australia. The Government of Western Australia 
is discussing a possible increase in the cost 
of the license agreements for environmental 
protection, which can negatively affect the 
Group’s business, proceeds, and financial 
arrangements. In 2011, the Company launched 

The Company conducts regular risk monitoring 
so it can take measures to minimise any 
negative effects in a timely manner.

 ▸  health and Safety risks  

To mitigate health and safety risks, the 
Company takes action in accordance with its 
Industrial Health and Safety Policy, namely:

 ▪ increasing the level of occupational safety 
of production facilities, improving working 
conditions, specifically for the implementation 
of new equipment and technologies;

 ▪ performing preventive work in accordance 
with the existing Health and Safety 
Management System, working to improve this 
system;

 ▪ certifying working conditions, working to 
assess production risks in the workplaces;

 ▪ regularly training, briefing and evaluating 
employees performance on health and safety 
matters, conducting corporate workshops;

 ▪ involving the enterprises’ personnel in 
health management, specifically engaging duly 
authorised health teams in preventive work;

 ▪ providing employees with modern and 
certified personal protective equipment, special 
clothing, performing therapeutic and sanitary 
activities to mitigate the risk of impact of 
hazardous and dangerous production factors.

 ▸ regulation of Social and labor relations 

The Company follows the principle of 
constructiveness, i.e. creation of relations of 
cooperation and mutual assistance stimulating 
achievement of positive results. The Company’s 
social and labor relations are regulated in strict 
compliance with social and employment laws, 
collective bargaining, and local regulations. 

Changes in the social and pension laws may 
have an adverse effect on the Company’s social 
commitments. To minimise the risks in the 
context of social and labor relations and to 
make allowance for the Company’s interests, 
the management team monitors changes in 
the social and pension laws and participates in 
the working groups and panels of the federal 
and regional legislative bodies to discuss 
improvements to the existing laws.
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On May 1, 2004, the South African Minerals and 
Petroleum Resources Development Act came 
into effect, placing all mineral resources under 
the custodianship of the government. Together 
with African Rainbow Minerals, Nkomati’s joint-
venture partner in South Africa, the Group is 
required to comply with the above act regarding 
the conversion of the existing mining rights of 
Nkomati operations to mining rights under the 
new regime. In the Group’s opinion, the risk that 
new rights to the deposit will not be granted 
is minimal. However, a refusal by the South 
African Government to grant new rights could 
have an adverse effect on the Group’s business.

Risk of decline in prices of nickel and other 
metals is a result of negative tendencies in 
global economy that affect demand for metals. 
The tendency of price decrease emerged in 
summer 2011 and still exists. The analysts’ 
outlook on nickel prices is quite curbed in 
medium term though excludes a sharp fall; the 
outlook on precious metals is a little bit more 
optimistic. Sensitivity of the efficiency indicators 
to changes in nickel prices traditionally is more 
significant for the Company’s international 
operations than domestic entities; therefore 
this risk should be considered the main one. To 
reduce its negative effect, the Company takes 
steps to control and reduce its production costs, 
increase efficiency of its core business as well as 
initiates measures to hedge sale prices. 

Risk of non-confirmation of geologic 
models of the deposits which are currently 
under development may negatively affect 
implementation of the Company’s production 
plans, lead to the overall growth of production 
costs and decrease efficiency of the Company’s 
international operations. To prevent negative 
consequences of this risk, the Company 
regularly updates its 3D deposit models and 
clarifies its mining plans. As mining and 
geological characteristics of ore are veriable, the 
Company  carries out anticipatory geological 
mapping, automatic and semi-automatic 
optimisation of reagent regimes of processing 
facilities to maintain the recovery rate ar desired 
level. 

Lake Johnston mine and further developed 
Albion Downs and Honeymoon Well projects. 
These measures significantly reduce political 
risks for the Company holding numerous 
licenses.   

The Company’s operations in Africa are subject 
to currency fluctuations and possible political 
instability. These factors may change the 
cost of, or result in, the impairment or loss of 
mineral concessions or other rights to conduct 
exploration or mining work. Political instability 
in the region along with the prevalence of 
HIV could also affect the political, social, and 
economic situation in Botswana and South 
Africa. 

In Africa, the Company faces the problem of 
insufficient qualification of personnel which 
causes the risk of unplanned suspensions in 
operation of equipment at certain industrial 
sites, reduction of productivity and efficiency.  

The mining industry in South Africa is 
extensively regulated through legislation 
and policies issued by the government 
administrative bodies, including directives on 
health and safety, exploration and mining, 
and the effect of mining on the environment. 
Various permits and li-censes are required 
to mine legally. South African law includes 
currency control regulations restricting the 
export of capital from the Common Monetary 
Area, which includes South Africa.

The Broad-Based Socio-Economic 
Empowerment Charter of the South African 
Mining Industry (the Mining Charter) took effect 
on May 1, 2004. The Mining Charter seeks to 
transform equity participation in the country’s 
mining industry. In particular, the Mining 
Charter states that every mining company 
in South Africa ensures that historically 
disadvantaged South Africans own 15% of assets 
within five years of May 1, 2004, and 26% within 
ten years. The Group’s failure to comply with 
the Mining Charter’s requirements could have 
negative consequences, including the risk of 
not being granted new exploration and mining 
rights.

on dynamics of the salary rate. Salary rate in the 
regions where the Company operates abroad 
has a tendency to annual growth. Increase 
in salary is not always accompanied with a 
corresponding increase in labor productivity. 
The method to prevent negative consequences 
of this risk is the reduction of overall unit 
costs through increase labor efficiency and 
increase efficiency of internal and external 
communications.

 ▸ merger and Acquisition risks

As part of the strategy envisaged at creation 
and development of an international and 
geographically diversified business, the 
Company may make strategic acquisitions 
of prospective mining and metallurgical 
companies.

The success of such deals depends on how 
efficiently the assets acquired can be integrated 
into the Company’s management and 
production processes and whether the research, 
technological, and production synergies can be 
extracted.

Risk of uncontrolled growth of the part of 
production costs: energy, fuel, payments for 
license agreements, taxes etc. This risk is related 
to possible actions of the monopoly suppliers 
of services to the production enterprises or 
actions of the local regulators. As a result, 
the growth of market prices on materials, 
reagents, energy resources used for production 
may occur. The method to prevent of negative 
consequences of this risk is an overall increase 
of efficiency of basic production processes, 
reduction of overall unit costs, reduction 
of production costs. To minimise the risk of 
potential uncontrolled growth of production 
costs, the Company initiated development and 
adoption of the programmes aimed at increase 
of efficiency and reduction of production costs 
at its international operations which are being 
implemented by the management. 

The risk of uncontrolled growth of personnel 
costs is, on the one hand, a consequence of 
transparency of labor market in levels of salaries 
specified by industries and categories of workers 
and, on the other hand, a consequence of labor 
unions’ activity and their significant influence 
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ShArES 

In Russia, the shares of MMC Norilsk Nickel are 
traded on the MICEX-RTS exchange under the 
single state registration number: 1-01-40155-F 
assigned on December 12, 2006.

As of December 31, 2011, MMC Norilsk 
Nickel had the issued share capital of 
190,627,747 ordinary shares with a par 
value of RUB 1 per share.  

ShArE cApiTAl AnD STocK 
mArKETS 

In 2011, MMC Norilsk Nickel distributed to the shareholders more than USD 10 billion 
through the dividends and buybacks.  

 ▸ ShARE TiCkERS 

Trading Platform Bloomberg Ticker Reuters Ticker

MICEX-RTS  – Moscow, Russia GMKN RM GMKN.MM

 ▸ iNTERNATiONAl ShARE iDENTiFiCATiON CODES 

Description Code

ISIN RU0007288411

SEDOL 7131431

 ▸ PRiCE AND TRADiNG vOlUME OF ShARES OF MMC NORilSk NiCkEl

Trading Statistics on MiCex (in RuB)

  Minimum Maximum At the end of period
Volume of shares 

traded (million 
shares)

2008 1,171 7,349 1,967 287,9

2009 1,228 4,309 4,240 323,6

2010 4,362 7,206 7,169 197,4

2011 4,680 7,980 4,943 140,4

Quarter i 6,511 7,700 7,468 32,53

Quarter ii 6,793 7,980 7,297 34,64

Quarter iii 5,968 7,855 6,991 38,84

Quarter iv 4,680 7,010 4,943 34,44

The ADRs are traded over-the-counter (OTC) 
in the United States and on the electronic 
International Order Book section of the London 
Stock Exchange.

The Company discloses information and 
makes it available to all ADR holders in English 
pursuant to Rule 12g3-2(b) of the U.S. Securities 
Exchange Act of 1934, Admission and Disclosure 
Standards of the London Stock Exchange.

As a result of a split of the Company’s ADRs, 
effective since February 19, 2008, the ratio of 
the ordinary share of the Company to ADR has 
been 1:10.

AmEricAn DEpoSiTAry 
rEcEipTS

In June 2001, the Company signed the Depositary 
agreement with The Bank of New York Mellon, 
under which the issue of Level 1 American 
Depositary Receipts (ADRs) for MMC Norilsk 
Nickel shares was initiated. Custodial services for 
ADR transactions are rendered by the depository 
of CJSC ING BANK (EURASIA).

As of December 31, 2011, the total number 
of ADRs issued in exchange for shares of 
MMC Norilsk Nickel amounted to 706.5 million 
ADRs or approximately 37.1% of the Company’s 
issued share capital. 

 ▸ ADR TiCkERS

Trading Platform Bloomberg Ticker Reuters Ticker

IOB London Stock Exchange – London, UK MNOD LI NKELyq.L

OTC Market – New York, United States NILSY US NILSY.РК

Freiverkehr, Berlin-Bremen Stock Exchange – Berlin, Germany NNIA GR NKELy.F

 ▸ iNTERNATiONAl ADR iDENTiFiCATiON CODES 

Description Code

ISIN US46626D1081

CUSIP 46626D108

SEDOL B114RK6

 ▸ PRiCE AND TRADiNG vOlUME OF ADRs OF MMC NORilSk NiCkEl

ADR Price on the iOB Section of the london Stock exchange (uSD)

  Minimum Maximum At the end of period Volume of ADRs 
traded (million)

20081 4.85 31.30 6.36 2,263

2009 3.51 14.93 14.35 1,375

2010 14.00 24.28 23.67 1,611

2011 14.7 28.26 15.31 2,027

Quarter i 22.37 27.17 26.44 487

Quarter ii 24.17 28.26 26.20 469

Quarter iii 19.06 27.49 21.73 594

Quarter iv 14.70 22.13 15.31 477

Note:
1   Since February 19, 2008, the conversion ratio for the Company’s ADRs changed from one American Depositary Receit (ADR) 

per one outstanding ordinary share to ten ADRs per one outstanding ordinary share.

SHARE CAPITAL AND STOCK 
MARLETS 
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In April – August 2011, Corbiere Holdings Ltd. 
purchased on the open market ca 2.38% of 
shares and ADRs of MMC Norilsk Nickel for the 
total sum of USD 1.2 billion. 

In September – November 2011, Norilsk 
Nickel Investments Ltd. (100% subsidiary 
of MMC Norilsk Nickel) purchased ca 7.7% 
of the Company’s share capital for the total 
sum of ca USD 4.5 billion. The purchase price 
amounted to USD 306 per share and USD 30.6 
per ADR. The buyback programme was open 
for tender applications from September 28, 
2011 to October 28, 2011. The total number of 
tendered shares constituted 119,780,706 shares 
including ADRs. The purchase ratio totaled 
0.1094789399. 

STocK mArKET inDicES

The market capitalisation of the Company 
constitutes a basic component in major 
stock exchange indices of both Russian and 
leading international exchanges and indices’ 
calculators.

ShArE buybAcKS

On December 28, 2010, the Board of Directors 
approved the programme on enhancement of 
market capitalisation of the Company. 

 The key reasons for the approval of the 
Programme:

 ▪ MMC Norilsk Nickel appeared to be 
significantly undervalued as compared to 
international peers;

 ▪ significant cash accumulated on the balance 
sheet;  

 ▪ subject to continued positive metal price 
dynamics, stable cash flow generation sufficient 
to finance all strategic investment projects, 
financial obligations and maintain the decent 
level of  current liquidity of the Company;

 ▪ possibility of optimisation of the capital 
structure of the Company;

 ▪ positive view of investors on similar 
programs launched by major global miners, e.g. 
BHP Billiton, Vale, PotashCorp, Arcelor Mittal. 

 In 2011, the Company made three buybacks 
of its shares and/or ADRs for the total sum of 
approxamately USD 9 billion having acquired ca 
17% of the Company’s share capital. The terms 
of buybacks were approved by the Board of 
Directors. 

In January – March 2011, Corbiere Holdings Ltd. 
(indirect 100% subsidiary of MMC Norilsk Nickel) 
purchased 13,067,301 ordinary shares and ADRs 
of MMC Norilsk Nickel representing ca 6.85% of 
the Company’s share capital for the total sum 
of USD 3.3 billion. The purchase price amounted 
to USD 252 per share and USD 25.2 per ADR. 
The buyback programme was open for tender 
applications from December 29, 2010 to January 
21, 2011. 

 ▸ WEiGhT OF ThE COMPANy iN kEy STOCk ExChANGE iNDiCES AS OF 30/12/2011

index                        Weight (%)

RTS 4.24

MICEX 4.69

MICEX Metals & Mining 15.31

MICEX LARGE CAP 5.88

FTSE Russia IOB of LSE 4.21

MSCI Russia 3.57

 ▸  PERFORMANCE OF NORilSk NiCkEl ShARES ON MiCEx AND kEy iNDUSTRiAl iNDiCES iN 2011 
(in USD for Norilsk Nickel  shares; indices rebased to Norilsk Nickel share price)

Source: Bloomberg

Source: Bloomberg
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 ▸ DyNAMiCS OF STOCk ExChANGE TRADiNG vOlUME 

Источник: Блумберг
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 ▸  MAJOR ShAREhOlDERS OF MMC NORilSk NiCkEl1

Company name Number of shares
(million)

Share of the 
authorised capital, 

%

Interros International Investments Limited2 53,5 28,08

United Company Rusal Plc3 47,9 25,13

OJSC Holding Company Metalloinvest4 7,6 4,00

Notes:
1 43 legal entities (including 14 nominal holders) and 46,190 individuals are registered with the register as of May 24, 2012.
2 Data as of April 27, 2012.
3 Data as of April 28, 2012.
4 According to the press-release of the Group Metalloinvest as of June 29, 2012 (http://metalloinvest.com/rus/press-centr/
press-releases/29_06_2012/) and consolidated IFRS financial statements of OJSC Holding Company Metalloinvest for 2011. 

 
DiviDEnDS

In accordance with the dividend policy approved by the Board of Directors in 
2002, the Company is committed to allocate 20–25% of its IFRS annual income 
to dividends.

Resolution on payment of dividends is based 
on recommendations of the Board and 
requires approval by the General Meetings of 
Shareholders. The Company disburses dividends 
via postal and/or bank transfers, to choice of 
each shareholder as specified in shareholder 
form filled and signed by each member of the 
Company whose account is maintained in share 
register. A shareholder form may be executed 
by shareholder in offices of CJSC Computershare 
Registrar (former National Registration 
Company), the registrar of the Company, the 
address is provided in the Chapter Contacts.

If any shareholder decides to receive dividends via 
bank transfer, the shareholder form must contain 
full details of its bank account opened in any bank 
of the Russian Federation. The Company declares 
and pays dividends in Russian Rubles. 

Under Article 42 of the Federal Law, the dividend 
payment deadlines and/or dates are determined 

pursuant to Company’s Charter or the dividend 
payment resolution approved by the General 
Meeting of Shareholders. If the Charter fixes 
no deadlines for payment of dividends, such 
payment must take place within 60 days of the 
date of applicable resolution. The list of persons 
eligible to receive dividends is prepared as of the 
record date (being the date for identification 
of persons entitled to take part in the General 
Meeting of Shareholders considering the 
payment of dividends). 

Based on financial and business performance 
of the Company in 2011, the Board of Directors 
recommended the General Meeting of 
Shareholders scheduled for 29 June 2012 to 
authorise payment of dividends from profits 
of 2011 in the amount of RUB 196 per ordinary 
share in the Company. The General Meeting of 
Shareholders approved this recommendation.

 ▸   DiviDENDS PER ShARE iN 2009-2011 (RUb)

2009 2010 2011

210

180

196

SHARE CAPITAL AND STOCK 
MARLETS 
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The financial result is determined for each 
individual operation and each group of 
operations, namely: operations involving the 
securities traded in the organised securities 
market; the securities not traded in the 
organised securities market; the financial 
instruments of term transactions traded in 
the organised securities market; the financial 
instruments of term transactions not traded in 
the organised securities market.

The tax base for operations involving securities 
and for operations involving the financial 
instruments of term transactions is the positive 
financial result for a group of the relevant 
operations calculated for the tax period.

The established tax rate for the above-
mentioned income of individuals that are tax 
residents of the Russian Federation is 13% 
(Article 224 of the Russian TC).

The established tax rate for the above-
mentioned income of individuals that are not 
tax residents of the Russian Federation is 30% 
(Article 224 of the Russian TC).

 ▸  1.2. Taxation of corporate income from the 
Sale of Securities 

The peculiarities of determination of the tax 
base for operations involving securities are 
specified in Article 280 of Chapter 25 “Corporate 
Profit Tax” of the Russian TC.

The taxpayer’s income from operations related 
to the sale or other disposal of securities 
(including redemption) is determined based on 
the sale price or other disposal of a security and 
the amount of accumulated interest (coupon) 
yield paid by the payer to the taxpayer and the 
amount of accumulated interest (coupon) yield 
paid to the taxpayer by the issuer (bill drawer).

Expenses in connection with the sale (or other 
disposal) of securities, including mutual fund 
units, are determined based on the security 
purchasing price (including purchasing 
expenses), selling costs, the amount of 
discounts from the calculated price of units, the 
amount of accumulated interest (coupon) yield 
paid by the taxpayer to the security seller.

DEScripTion of ThE 
TAxATion procEDurE for 
incomE rEcEivED by lEGAlS 
EnTiTiES AnD inDiviDuAlS on 
SEcuriTiES in AccorDAncE 
wiTh lEGiSlATion of ThE 
ruSSiAn fEDErATion

The income generated by the Issuer’s securities 
is taxed in accordance with the applicable laws 
of the Russian Federation on taxes and dues: 
Chapter 23 “Individual Income Tax” of the Tax 
Code of the Russian Federation (hereinafter, the 
“Russian TC”) and Chapter 25 “Corporate Profit 
Tax” of the Russian TC.

 
1. Taxation of Income from the Sale 
of the Issuer’s Securities

 ▸  1.1. Taxation of individual income from the 
Sale of the issuer’s Securities 

The specifics of tax base determination, the 
calculation and payment of the tax on income 
from the operations involving securities are 
specified in Article 214-1 of Chapter 23 “Individual 
Income Tax” of the Russian TC.

In accordance with the Russian TC the financial 
result of the operations involving securities 
and the operations involving the financial 
instruments of term transactions is determined 
as income from operations net of the relevant 
expenses.

Expenses associated with the operations 
involving securities and expenses associated 
with the operations involving the financial 
instruments of term transactions are the 
documented expenses actually paid by the 
taxpayer in connection with the purchase, 
sale, storage and redemption of securities, 
the execution of operations involving the 
financial instruments of term transactions, the 
performance and terminations of obligations 
related to such transactions.

mentioned entity is recognised as a tax agent 
and determines the amount of tax for each 
particular taxpayer. This is in respect of each 
payment of the above-mentioned income at the 
rate provided for by the Russian TC, adjusted for 
the specifics provided for by Article 275 of the 
Russian TC.

The established tax rate for income from 
participation in the business of entities received 
in the form of dividend by individuals that are 
tax residents of the Russian Federation is 9% 
(Article 224 of the Russian TC).

The established tax rate for income from 
participation in the business of entities received 
in the form of dividend by individuals that are 
not tax residents of the Russian Federation is 
15% (Article 224 of the Russian TC).

 ▸  2.2. Taxation of income received in the 
form of Dividend on Securities by corporate 
Entities. 

The peculiarities of determination of tax base for 
income from equity participation in other entities 
are specified in Article 275 of the Russian TC.

If the Russian entity which is a tax agent pays 
dividend to a foreign entity and/or individual 
not resident in the Russian Federation, the tax 
base of the taxpayer receiving dividend on each 
of these payments is determined as the sum of 
payable dividend and is subject to the rate of 15% 
specified in the Tax Code (Article 224 and Article 
284 of the Russian TC).

If the Russian entity which is a tax agent pays 
dividend to a Russian entity and/or individual 
which is a tax resident of the Russian Federation, 
the tax base is adjusted for the peculiarities 
specified in the Tax Code of the Russian 
Federation (paragraph 2 of Article 275 of the 
Russian TC).

Dividend income is taxable at the following rates 
(Article 284 of the Russian TC): 

 ▪ 0% on dividend income received by Russian 
entities provided that at the date of the 
decision on dividend distribution the recipient 

The tax base for operations involving securities 
is determined by the taxpayer in accordance 
with the procedure specified in the Russian TC.

The established tax rate for corporate profit tax 
is 20% (Article 284 of the Russian TC) except as 
expressly stated in the Russian TC.

Foreign entities not conducting their business 
through a permanent office in the Russian 
Federation and receiving income from sources in 
the Russian Federation such as income from the 
sale of shares (stakes) in Russian entities, more 
than 50% of whose assets consist of immovable 
property located in the Russian Federation, and 
the financial instruments derived from such 
shares (stakes) (except for exchange traded 
shares defined in accordance with Article 280 
clause 3 of the Russian TC) are taxable at the 
source of income payment (Article 309 of the 
Russian TC).

In determining the tax base for the above-
mentioned income, expenses may be deducted 
from the amount of this income as provided 
for by the Tax Code of the Russian Federation 
(Article 309 of the Russian TC).

In the above case, the difference between the 
income from the sale of shares and the expenses 
incurred by a foreign entity are taxable at 20% 
(Articles 310 and 284 of the Russian TC).

Unless the above-mentioned expenses are 
recognised as expenses for tax purposes, this 
income is taxable at 20% (Articles 310 and 284 of 
the Russian TC).

 
2.  Taxation of Income Received as 

Dividends from Securities

 ▸  2.1. Taxation of income received in the form 
of Dividend on Securities by individuals 

The specifics of tax payment on individual 
income from equity participation are specified in 
Article 214 of the Russian TC.

If the source of the taxpayer’s income in the 
form of dividends is a Russian entity, the above-
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K is the ratio of the dividend amount to be 
allocated in favor of the taxpayer receiving 
dividend to the total dividend amount to be 
withheld by the tax agent; 

Sn is the relevant tax rate specified in the 
Russian TC;

d is the total dividend amount to be allocated by 
the tax agent in favor of all recipients; 

D is the total dividend amount received by 
the tax agent in the present reporting (tax) 
period and the previous reporting (tax) period 
(with the exception of the dividend specified in 
subparagraph 1 of paragraph 3 of Article 284 of 
the Russian TC) as of dividend allocation in favor 
of taxpayers receiving dividend provided that 
these dividend amounts were ignored earlier in 
calculating the tax base determined in respect 
of income received by the tax agent in the form 
of dividend.

If the n value is negative, the tax payment 
obligation is not assumed and a budget refund 
does not apply.

 
4.  Taxation of Securities Income 

Adjusted for the Provisions of 
International Treaties

If an international treaty with the Russian 
Federation containing the provisions concerning 
taxes and dues specifies any rules and norms 
other than those provided for by the Tax Code of 
the Russian Federation and the regulations on 
taxes and/or dues adopted in accordance with 
the Tax Code of the Russian Federation, the rules 
and norms of international treaties with the 
Russian Federation apply (Article 7 of the Russian 
TC) provided that the foreign entity submits 
documentary evidence in accordance with the 
procedure specified in the Russian TC.

has been continuously holding at least 
50% of the equity of the entity distributing 
dividends, or depositary recipients entitling it 
to dividends equal to at least 50% of the total 
dividends distributed by the entity for at least 
365 days and also provided that the share in 
the equity of the entity distributing dividends 
or depository receipts entitling to dividends 
was acquired for an amount exceeding 
RUB 500 million (on January 1, 2011, the 
requirement for exceeding RUB 500 million 
was excluded); 

 ▪ 9% for income received in the form of 
dividend from Russian and foreign entities 
by Russian entities in the event of non-
compliance with the criteria specified in the 
Russian TC for taxation at 0%; 

 ▪ 15% for income received in the form of 
dividend from Russian entities by foreign 
entities.

 
3.  Specifics of the Dividend Income 

Taxation Specified in the Tax Code 
of the Russian Federation

The Tax Code specifies a special procedure for 
calculating the tax amount to be withheld 
by the tax agent which is a Russian entity 
and transferred to the budget with respect 
to income in the form of dividend payable 
to shareholders that are tax residents of the 
Russian Federation.

The amount of tax to be withheld from the 
income of the taxpayer receiving dividend is 
assessed by the tax agent using the following 
formula:

n = K × Sn × (d – D),
where:

n is the tax amount to be withheld; 
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SOCIAL RESPONSIBILITY

MMC Norilsk Nickel pays a lot of attention to corporate 
social responsibility matters. The Company follows 
high standards of environmental protection and health 
safety, implements large scale social programmes. The 
efforts aimed at the sustainable development are the best 
guarantee of the Company’s future growth and successful 
achievement of its strategic goals.   

humAn rESourcES AnD 
SociAl policy 

Preservation of social stability within the Company’s enterprises and in areas 
of operations is of paramount importance for MMC Norilsk Nickel. Successful 
implementation of the social policy is a necessary condition for the Company’s 
stable long-term development.

In 2011, the Company continued 
implementation of its social and pension 
programmes as well as granting additional 
benefits secured by the Collective bargaining 
agreement with employees. In addition, new 
projects were launched.

The average headcount of the Group’s entities 
in 2011 was 81.1 thousand people, including 2.2 
thousand employees of international entities. 
In the reporting period the headcount of the 
Group decreased by 1.6 thousand employees 

 ▸  ChANGES iN ThE GROUP’S AvERAGE 
hEADCOUNT

  2011 2010 2009

Russian 
Federation

78 866 80 417 80 082

USA 9 9 1 323

Europe 303 315 302

Asia 17 17 15

Australia 84 24 268

South Africa 877 842 817

Botswana 915 1 094 1 114

Burundi 5 6  

Total 81 076 82 724 83 921

 ▸   bREAkDOWN OF hEADCOUNT OF GROUP’S 
RUSSiAN ENTiTiES iN 2011

70%

Taimyr Peninsula

Kola Peninsula and Northwest Region

Krasnoyarsk region

Moscow and other regions of Russia

4%

6%

19%

largely driven by staff reductions at the Russian 
entities. The majority of employees of the 
Group’s Russian entities (70% of domestic 
headcount) work in Norilsk and the Taimyrsky 
(Dolgano-Nenets) municipal district. The Kola 
Peninsula and the North-Western Federal 
District employ 19% of personnel of the Group’s 
entities located in the Russian Federation. The 
professional breakdown of the personnel of the 
Group’s Russian entities covers more than 600 
diverse professions.
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HUMAN RESOURCES AND SOCIAL 
POLICY

pErSonnEl rEcruiTmEnT 
AnD DEvElopmEnT

Human resources are the Company’s main 
value and the Company provides all necessary 
conditions for recruiting talented young 
employees and experienced highly-qualified 
specialists. One of the important innovations 
in the area of personnel recruitment in 2011 was 
the launch of special federal phone number 
(8-800-700-1943). By calling this number, job 
candidates from any Russian region can get 
a free consultation on vacant positions at the 
Group’s entities. 

In 2011, recruitment was carried out via existing 
recruitment and coaching programmes, 
interaction with educational institutions, 
internet resources (superjob.ru, hh.ru, etc.), 
recruitment agencies, regional employment 
agencies, media, and career fairs. Applicants 
may also use the corporate “Job and Career” 
web-site (hr.nornik.ru) to obtain information on 
vacant positions and submit their CVs.

In 2011, 11.8 thousand people were selected 
and employed by the Group’s Russian entities. 
Great attention was paid to the recruitment 
and adaptation of young employees and 
professionals. In 2011, the Group’s entities 
recruited more than 6 thousand young 
employees under the age of 30. According to 
a survey run by Superjob.ru among employers 
operating in Russia, the Polar Division of MMC 
Norilsk Nickel was recognised to be the Most 
Attractive Employer of 2011.

In 2011, more than 2.3 thousand persons, 
including graduates and students from 
specialised Russian institutions of higher 
education, took part in permanent corporate 
recruitment programmes.

The Company established a corporate 
scholarship to increase the interest of young 
people in entering institutions of higher 
education with majors demanded by the Group, 
to motivate them for achieving the highest 
educational level and further employment 
with the Company. In 2011, 35 students from 
the participants of the corporate programme 

Professional Start, practicing at the Group 
entities, got such scholarship.  

In the reporting year, the Company continued 
its close cooperation with Russia’s leading 
institutions of higher education with the 
purpose to train and employ the most promising 
young specialists out of the best graduates. 

In order to train, evaluate professional and 
personal qualities, increase the students’ 
motivation for achieving high educational level 
and further employment at the Group’s entities, 
the Company provides practical training for 
students. In 2011, 1.6 thousand students got 
practical training, of whom 245 people were 
employed.

In 2011, under the Programme of training for 
young employees, 117 persons took professional 
and theoretical training courses that were close 
to the real production conditions. 94 graduates 
of this programme received a job offer from the 
Company.   

The key element of the Group’s HR policy is 
investments in improvement of educational 
level of employees. In 2011, over 42 thousand 
employees of the Group’s entities (with women 
accounting for 13% among them) had additional 
professional training and retraining courses, 
including more than 24.6 thousands of operating 
personnel. The share of employees under the age 
of 30 among the trained personnel was 38.5% 
(around 16 thousand people). Education was 
organised on the base of educational centers of 
MMC Norilsk Nickel as well as with invitation of 
the best experts from Russian universities and 
research institutes.

One of the most important actions to maintain 
the composition of high-educated personnel is 
management of the succession pool. In 2011, the 
total succession pool consisted of 1.7 thousand 
people.

Under the efficient system of providing the 
Group’s entities with personnel, the Company 
recruits qualified employees with such 
professions and specialisations that are in deficit 
in a local job market for its entities located in 

the Norilsk industrial region and Kola Peninsula 
from other Russia’s regions. In 2011, over 1,200 
specialists from other Russia’s regions were 
hired by the Company. The Company provides 
living conditions and compensates relocation 
expenditures for the participants of the 
programme. 

SociAl pArTnErShip 

In 2011, the Company provided all conditions 
to maintain representative bodies of the 
Company’s employees including compliance 
with the Labor Code of the Russian Federation, 
Collective Agreement and joint decisions. 

In February 2011, Norilsk Nickel Group held 
VII Annual Corporate Forum attended by its 
management and employees. In April 2011, 
the personnel of Kola MMC held its annual 
conference. On this conference the results of 
compliance with Collective Agreement in 2010 
were summarised.

In December 2011, representatives of primary 
union organisations of the Group’s entities 
decided to establish a new Norilsk Nickel 
trade union that combines all primary union 
organisations of the Company based in the 
Norilsk industrial region. The founders of the 
new union defined its goals and tasks, approved 
its charter and elected a chairman.

In 2011, the union organisation of Kola MMC 
received 277 inquiries most of which regarded 
material and charitable assistance (176 
applications).

In 2011, the Collective Agreement Commission 
of MMC Norilsk Nickel adopted 14 decisions 
on crucial corporate issues. Among other 
things the Commission adjusted tariffs for 
certain professions; systematised benefits, 
compensations for travelling costs and financial 
aid provided by the employer; examined 
occupational health and safety issues; 
revised the regulation on the activities of the 
Consolidated Social Benefits Commission, and 
discussed issues related to the implementation 
of pension programmes. In 2011, the 

Commission also examined and addressed 
almost 60 inquiries by specific employees.

In 2011, the Collective Agreement Commission 
of Kola MMC adopted 16 decisions providing for 
more than 40 amendments and alterations to 
the Collective Agreement. 

There is a network of reception desks that 
collect requests related to social and labor 
issues at the Group’s entities. In 2011, these 
offices reviewed 28,075 inquiries. In 2011, Kola 
MMC accepted over 9 thousand inquiries from 
employees mostly related to implementation 
of social programmes (68%) and of personal 
character (24%). 

pErSonnEl incEnTivES

In 2011, the average monthly salary of the Group’s 
employees in Russia grew by 12.6% year-on-year 
to RUB 63 thousand. The rate of salary growth in 
the Company in the reporting year exceeded the 
average salary growth across Russia (12.3%). The 
average salary of the Group’s employees in Russia 
was 2.7 times higher than the average Russian 
salary and 2.2 times higher than the average 
salary in Russian metals industry. In 2011, the 
average salary for the Polar Division employees 
was RUB 70.3 thousand, an increase of almost 11% 
year-on-year.

In addition to the salary, the Company offers the 
social package to its employees. Its key elements 
are the following:

 ▪ provision of vouchers for recovery and 
healing to employees and their family members;

 ▪ coverage of travel and baggage carrying 
expenses to and from vacation sites to 
employees of the operations located in the 
northern regions and their family members;

 ▪ additional pension plans and other forms of 
social benefits and guarantees stipulated by the 
existing collective bargaining agreements and 
corporate regulations.

In 2011, the Company launched the system of 
preferential lending to employees of the Group’s 
entities. According to this system, the Company 
provides access to loans on preferential terms 
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to purchase accommodation in Norilsk city and 
Taimyrsky (Dolgano-Nenets) municipal region.    

The Company provides additional vacation 
bonuses (from RUB 25 to 30 thousand) to 
the best employees awarded on corporate 
and departmental levels. In 2011, more than 2 
thousand employees had this privilege. 

 ▸   AvERAGE MONThly SAlARy OF ThE GROUP’S 
EMPlOyEES iN RUSSiA (RUb)

2009 2010 2011

48 751

55 930

62 963

proGrAmmES “our homE” 
AnD “my homE”

In 2011, the Company continued implementation 
of the corporate social programme “Our Home” 
launched in 2010. In the second half of 2011, the 
similar project “My Home” for the Company’s 
subsidiaries was initiated.

The Programme “Our Home” covers the employees 
of the Polar Division and the Zapolyarny 
Transportation Branch as well as Kola MMC. The 
Programme “My Home” covers the employees of 
the Company’s subsidiaries located at the territory 
of Taimyrsky (Dolgano-Nenets) municipal district 
and the Kola Peninsula (from energy, transport, 
construction and repair sectors).

Both programmes are targeted to solve the 
problem of the lack of strategically important key 
personnel and the need to form a sustainable key 
personnel backbone at the Group’s entities based 
in Far North.

The Programmes represent a new mechanism 
intended to motivate the best qualified, proactive, 
responsible and efficient employees for long-
term work in Far North. At the same time, the 
programmes are a significant motivation factor 
that helps address the lack of high qualified and 
experienced employees at the enterprises in Far 
North.

The Company buys apartments in the regions 
with favorable climate conditions and provides 
them to the key personnel on the terms of co-
financing: the employee pays up to one half of 
the apartment’s cost within a certain period of 
employment in the Company (from 5 to 10 years), 
while MMC Norilsk Nickel pays the rest.

The budget of the Programme “Our Home” is 
RUB 4 billion. By the end of 2011, 782 apartments 
were bought, 570 employeers became the 
participants of the Programme including 109 
employees from Kola MMC. 

In the second half of 2011 the Company launched a 
similar corporate programme entitled “My Home” 
which covers the employees of the Company’s 
subsidiaries and associated companies and Kola 

In late 2011, MMC Norilsk Nickel decided to 
cover travel and baggage carrying expenses 
to and from vacation sites to employees of the 
operations located in the northern regions and 
their family members on an annual basis. By 
introducing such annual compensation, the 
Company actually goes beyond its regulatory 
social commitments (under the existing 
Collective Agreement, until the end of 2011, 
the Company compensated travel expenses 
once in two years). Given that employees of 
the Group’s entities work in remote areas and 
in hard working conditions, such a step forms 
an important part of the social package offered 
by the Company to its employees. According to 
adopted document, since January 1, 2012, annual 
compensation will be paid to more than 100 
thousand of the Company’s employees and their 
family members. The respective annual costs of 
MMC Norilsk Nickel will exceed RUB 2.5 billion.

The Company’s expenditures for social package 
in 2011 reached RUB 4.8 billion.

MMC (from energy, transport, construction and 
repair sectors). The budget of the programme is 
RUB 950 million. The programme is designed for 
230 to 240 participants. 

The apartments within the programmes are 
bought in Moscow and in Krasnodarsk region. 

morAl incEnTivES

In 2011, more than 5.3 thousand employees 
of the Group were awarded for outstanding 
work achievements, and for prolonged and 
meritorious work. 26 people were honored with 
national awards; 295 people were recognised 
by various ministries and organisations; 692 
people were bestowed awards from regional 
and municipal authorities; 179 people were given 
corporate awards from the Company; and more 
than 4.1 thousand people received awards from 
the Group’s entities.

rESETTlEmEnT proGrAmmE 
in coopErATion wiTh STATE

In 2011, the Company and Ministry of Regional 
Development of the Russian Federation, 
Krasnoyarsk region and local self-governance 
bodies participated in implementation of the long-
term target programme on resettlement of retired 
and disabled employees of Norilsk and Dudinka 
to the regions with favorable climate conditions. 
In August 2010, during the visit of the Russian 
Prime Minister Vladimir Putin to Norilsk city, the 
parties signed the agreement on cooperation and 
interaction in this field.

During 10 years (from 2011 to 2020) within this 
project 11,265 families that live in Norilsk and 
Dudunka cities will be resettled. 

In 2011, 1,203 families that have a right to be 
resettled under the state programmes and are 
registered in municipality received social payments 
to acquire houses. The Company’s charitable 
payment totaled RUB 1.2 billion.

 In 2011, 1,203 real estate certificates were issued, 
700 families concluded accommodation sale 

and purchase agreements and left Norilsk and 
Dudinka cities. The main regions of new settlement 
were Moscow and Saint-Petesburg as well as 
Krasnoyarsk region, Moscow and Leningrad 
regions.

The implementation of the project allowed 
increasing the number of families that moved 
to “the mainland” from Norilsk and Dudinka 
cities by more than 10 times At the same time, 
accommodation in Norilsk and Dudinka cities which 
became empty represent additional opportunities 
for recruitment of necessary employees to work in 
Norilsk city and in the Taimyr Peninsula.

hEAlTh AnD SAfETy

The Group is composed of entities involved in 
various businesses: mining, concentration and 
metallurgical, power engineering enterprises, 
rail and auto transport and some other auxiliary 
units. The Company’s entities operate numerous 
hazardous production facilities. The processes 
involve various hazardous substances (toxic, 
explosive, oxidizing agents, etc). The Company 
realises its responsibility for keeping people safe 
and healthy. In 2008, the Company approved 
Health and Safety Policy based on this principle.

The Company’s Policy declares life and health of 
its employees as the primary principles, sets out 
the Company’s interest in providing healthy and 
safe working conditions for all employees through 
improving the technical level of industrial facilities 
and processes and forming a stable model of safe 
behavior at workplace.  

To achieve the Health and Safety Policy 
goals, the Company carries out the following 
objectives:

 ▪ raises the health and safety level at its 
production facilities and in business processes, 
improves working conditions, specifically 
with due account for the results of workplace 
certification and the production of risk 
assessment;

 ▪ provides its employees with state-of-the-
art, certified personal protective equipment, 
overalls, performs disease prevention, 
treatment, sanitary and hygienic activities to 

HUMAN RESOURCES AND SOCIAL 
POLICY
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mitigate the risk of the impact of harmful and 
hazardous production factors;

 ▪ improves the system of health and safety 
training for personnel, holds corporate 
workshops;

 ▪ based on best practice international 
standards, it aims to improve its health 
and safety management system, with due 
consideration to global practices adjusted for 
the peculiarities and operating conditions of its 
enterprises.

2011 saw 109 accidents versus 100 in 2010. In 
2011, there were 9 fatal accidents versus 10 in 
2010. The Company’s workplace injury rate 
decreased by 16% – 21 accidents in 2011 versus 25 
in 2010. 

hEAlThcArE proGrAmmES

Healthcare programmes are among the top 
priorities of the Company’s social policy. Living 
in the challenging climate conditions of the Far 
North and the nature of work at the Company’s 
enterprises require special healthcare for 
employees. For many years, the Company and its 
subsidiaries have been running special healthcare 
programmes and resort treatment for the 
employees and their family members.

 ▸   OCCUPATiONAl iNJURy TRENDS FOR ThE PERiOD FROM 2007 TO 2011 

Total accidents Group accidents Serious Fatal

2007

22
14

3

142

2008

17
12

0

135

2009

23

8
1

117

2010

25

10
0

100

2011

21

9
2

109

In 2011, the total spending on health programmes 
and resort treatment was RUB 1.6 billion.

One of the highest-priority resort locations for 
employees of the Group’s entities and their family 
members is the “Zapolyarye” health center in 
the Krasnodarsky region. In 2011, more than 19 
thousand people visited the health center (the 
total budget was RUB 830 million).

“Zapolyarye” health resort continued 
implementing a range of measures to improve 
the quality of its services. In particular, the resort 
built and commissioned three open-air swimming 
pools and a multipurpose children entertainment 
park, a bar, an advanced spa centre. A new 
summer movie theater was commissioned, while 
a fitness center is close to inauguration. The 
reconstruction of the lower “seaside” zone of the 
resort site was continued. The resort has been 
consistently improving the quality of its medical 
services.

The Company continued implementing its 
corporate international tourism programme. 
In 2011, under the programme, its employees 
spent their vacations in Bulgaria and Spain during 
the summer season and in Thailand during the 
winter season. More than 5 thousand employees 
and their family members participated in the 
programme with total budget amounting to 
RUB 259 million.

In 2011, for the children of the Company’s 
employees, holidays were organised at the “Vita” 
children’s health resort (Anapa) and the sports and 
health improvement camp “Orlenok” (Tuapsinsky 
region). For the first time 150 children had holidays 
in a foreign sport and healthy camp located at 
Lutraki (Greece). Conditions for comfortable 
vacation were created at all camps. An important 
social factor was the Company’s management 
decision to offer free transport to children’s 
summer camps for the employees’ children. More 
than 1.5 thousand children used this programme, 
with the amount spent totaling approximately 
RUB 159 million.

In 2011, over 1.5 thousand people spent their 
vacations at independent resorts located in the 
Altai Territory (“Belokurikha” resort, Russia, 
Rodnik) and the Caucasian Mineral Waters (“Zori 
Stavropolya” resort), Leningradsky region (“North 
Riviera” resort). The budget for this rest segment 
was RUB 67 million. 

pEnSion proGrAmmES 

In June 2011, in order to develop the system of 
corporate pensions for Company’s employees, 
two pension programmes (“Joint corporate 
pension” and “Accumulated share pension”) 
were united in one programme – “Accumulated 
share pension”. It made a mechanism of 
implementation of the programme more 
transparent and clear for the Company’s 
employees. 

 ▸   DyNAMiCS OF OCCUPATiONAl iNJURy FREqUENCy COEFFiCiENT FOR ThE GROUP’S ENTiTiES FOR 
ThE PERiOD FROM 2010 TO 2011   

1,69 1,74

1,27

1,58

1,33

2,2

1,4

1,96

Polar Division Kola MMC Russia Base metals industryGroup

2010 2011

The programme sets out the increase of the 
Company’s marginal pension contribution 
in favor of its employees from 3 to 7%. The 
Company intends to expand the list of the 
programme’s participants and bonus pension 
contributions of the Company to motivate 
highly qualified employees to plan their 
activities in the Company under new corporate 
plans “Our future” and “Pension bonus”. Besides, 
there is a corporate post-employment plan 
“Honored employee” aimed to improve pension 
benefits for the Company’s employees after 
their retirement.     

 ▸   bUDGET OF hEAlTh AND RESORT PROGRAMMES 
FOR EMPlOyEES (RUb billiON)

2009 2010 2011

0,9

1,1

1,6
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In 2011, the Company spent over RUB 700 million 
on the occupational pension programmes which 
covered more than 26 thousand employees.

DEvElopmEnT of corporATE 
SporTS

In order to encourage healthy and active lifestyle 
of employees and their family members, the 
Group’s entities hold mass sporting events.

As part of these events, the Company promotes 
regular physical exercise to employees, holds 
annual mass sporting events in the areas where 
the Company operates and organises corporate 
sports festivals and competitions. In 2011, council 
on development of physical culture and sport 
resumed its work. The list of sport events was 
expanded. For the first time in Monchegorsk 
corporate swimming competitions were held. The 
geography of sport events was also expanded. 
In Krasnoyarsk the basketball competition took 
place for the first time. In general, sports festivals 
and competitions such as “Norilsk Nickel Ski 
Race” in Norilsk city, “Dudinka-Alykel-Norilsk 
field-and-track race” led on the Metallurgist’s 
Day in the Norilsk industrial region, family races 
called “Dad, Mom and I Are a Sporty Family!” in 
Sochi, mini football team tournaments in Norilsk 
city and basketball and volleyball matches in 
Monchegorsk, are very popular among the 
Company’s employees, and the people living in 
areas in which the Company operates. In 2011, 
more than 15 thousand employees participated in 
corporate sport events. The budget for the sport 
events reached RUB 40.8 million. 

foSTErinG TErriToriAl 
DEvElopmEnT 

MMC Norilsk Nickel participates in the 
development of the regions where its business 
is carried out due to the principle of social 
responsibility and its status of major regional 
employer. The Company contributes to the social 
and economic development of the regions mostly 
as the largest tax-payer and a key employer.

Furthermore, the Company actively participates 
in solution of primary problems of the social 
development of Norilsk, Dudinka city, Zapolyarny 
and Nickel towns, Taimyrsky (Dolgano-
Nenets) and Pechengcky municipal districts 
both in cooperation with authorities and 
local communities  and independently. MMC 
Norilsk Nickel carries out or participates in the 
implementation of the programmes and projects 
aimed at strengthening the social infrastructure 
and improving the quality of social environment. 
MMC Norilsk Nickel takes the following steps:

 ▪ assists the local authorities to maintain 
accessible, stable, and comfortable social 
infrastructure. From 2008 to 2011 the Company 
spent over RUB 600 million on construction, 
modernisation, and repair of different objects in 
the cities and villages;

 ▪ participates in implementation of long-
term social programmes (public and private 
partnership) which allows solving the existing 
problems. These programmes are aimed at the 
development of social objects, capital repair of 
infrastructure, housing facilities and provision 
of resettlement. Since 2008, dozens of objects 
of social infrastructure (bridges, facades of 
houses, medical and educational institutions, 
stadium “Zapolyarnik”) were repaired with the 
Company’s assistance. The total investments 
under these programmes reached RUB 1.4 
billion. 

 ▪ provides charitable assistance in the form 
of constant support and periodical financing 
of different actions. In 2008-2011, RUB 436 
million was spent to these activities. The 
said investments were allocated to assist 
budget medical, educational, and pre-
school institutions; citizens of the villages 
predominantly inhabited by indigenous 
minorities of the North; state nature reserves 
“Putoransky” and “Taimyrsky”; folk group; 
military units, dislocated in the Far North; 
disabled people and other poorly protected 
groups of society.

Detailed information about the social policy 
of mmc norilsk nickel is contained in the 
company’s corporate Social responsibility 
report for 2011.

HUMAN RESOURCES AND SOCIAL 
POLICY

efficiency and preservation of biodiversity at the 
territories where it operates.

In 2011, the Company’s enterprises continued 
to implement the comprehensive full-scale 
environmental project aimed at modernising 
production facilities and gradual replacing of 
outdated capacity. The primary anticipated 
result of this project is the reduction of air 
pollutant emissions and more rational use of 
water resources.   

In 2011, overall, the Group’s costs on 
environmental protection increased by 16% and 
totaled USD 590 million. Meanwhile, in Russia 
the current costs on environmental protection 
increased in 2011 by 16% as compared to 2010 
and reached USD 587 million, of which the Polar 
Division’s costs constituted USD 537 million and 
Kola MMC’s costs – USD 50 million.

The principal areas of the Group’s activity 
aimed at minimizing the environmental 
impact of its production units are as follows:

 ▪ compliance with requirements of applicable 
laws and international agreements, ISO 
14001:2004 international standards, industrial 
and corporate regulatory requirements 
governing the activities of MMC Norilsk Nickel in 
the field of environmental protection;

 ▪ gradual reduction of emissions, pollutant 
discharges, the expansion of areas and volumes 
of industrial waste utilisation;

 ▪ rational use of natural resources;
 ▪ implementation of advanced technologies;
 ▪ planning of operating activities with due 

consideration of the need for complying with 
established standards of negative environmental 
impact. 

Apart from the above mentioned environmental 
measures, the Company also focuses on energy 

EnvironmEnTAl proTEcTion

Ecologically friendly production and preservation of environment are the top 
priorities for the management of MMC Norilsk Nickel. The Company is committed 
to minimise its environmental footprint through gradual reduction of emissions and 
increased utilisation of industrial waste. 

 ▸ GROUP’S ExPENSES ON ENviRONMENTAl PROTECTiON (million USD) 

2011 2010 2009

Russia, including: 587 506 398

current expenses 439 403 334

capital investments 148 103 64

Australia 0.5 2 2

Botswana 0.1 0.2 0.2

Finland 1.2 3 5

Group total, excluding South Africa 589 511 405

South Africa 0.7 1 0.3

Group total 590 512 406

For 2011, the following exchange rate is used: USD 1 = RUB 29.39
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The Environmental Management System 
functions in compliance with ISO 14001 
international standard requirements and 
internal documents of the Company being 
proved by a relevant certificate. The area of 
certification includes mining, production of 
high-grade matte, nickel, copper, cobalt and 
their combinations, concentrates of precious 
metals and sulphuric acid.

In 2011, the first supervisory audit of CIMS was 
conducted. The audit was performed at the 
Company’s headquarters (Moscow), the Polar 
Division (Norilsk) production facilities and the 
Polar Transportation Branch (Dudinka). The 
Company was subsequently recommended to 
extend certification under ISO 14001 and ISO 
9001, international standards requirements. 
In 2011, Murmansk Transportation Branch 
was also included in CIMS. As the scope of 
CIMS application had been expanded, the 
environmental policy of MMC Norilsk Nickel 
was updated in the field of pollution prevention 
during shipping and use of vessels.

Throughout 2011, the Company performed 
internal audits using the CIMS framework. 
These audits were carried out in accordance 
with ISO 9001:2008 and ISO 14001:2004 
international standard requirements and 
internal documents whilst the Company’s 
internally trained and specially qualified 
personnel was involved in the internal audits. 
During the reporting year, 37 internal audits 
were performed. 

ruSSiA

 Development of the Environmental 
Management  

The Environmental Management System 
is implemented and successfully functions 
in the Company. Its goal is to minimise and 
prevent negative environmental impact. 
The Environmental Management System 
operates within the Corporate Integrated 
Management System (CIMS). This supports 
the coordination of environmental protection 
and quality management with other activities, 
including production management, finance, 
health and general safety. Such approach 
provides right conditions for improving the 
Company’s performance, both generally and 
environmentally.

The Environmental Management System has 
brought a whole range of positive results on the 
Group’s entities:

 ▪ financing of environmental protection 
activities has become a top priority;

 ▪ environmental protection education levels 
for the Company’s employees have been raised;

 ▪ Company’s public image has improved;
 ▪ competitiveness in domestic and 

international markets has increased;
 ▪ Company’s compliance with international 

standards of environmental protection has 
been demonstrated to customers and other 
stakeholders, resulting in stronger customer 
assurance that the supplier’s Environmental 
Management System is of paramount 
importance;

 ▪ obtained additional recognition 
internationally and in the global markets;

 ▪ improved the attractiveness of the Company 
to investors.

by 35,545 tonnes (1.8%), while sulphur dioxide 
emissions were less than those under approved 
standards by 27,874 tonnes (1.4%). The actual 
emissions of nitric oxide and carbon oxide in 
2011 were less than the permissible limits by 
724 tonnes (30.5%) and 3,298 tonnes (30.9%) 
respectively.

In 2011, the Company continued to 
gradually reduce air pollutant emissions at 
the Polar Division to achieve normalised 
maximum permissible emissions. In 2011, the 
reconstruction of gas-cleaning system of the 
electric furnace No.4 was completed under 
the project on transfer the Polar Division’s 
pyrometallurgical business further away from 
the residential area of Norilsk city and treatment 
of the entire nickel-containing feedstock using 
more advanced technology at the Nadezhda 
Metallurgical Plant.

The projects aimed to substantiate the designed 
dimensions of sanitary protection zones have 
been developed in 2011, including health risk 
assessment for the population, for storage 
facilities and the Norilsk railroad. 

 
Air Pollutant Emissions  

In 2011, the total air pollutant emissions from the 
Polar Division were within permitted limits but 
higher than in the previous year by 31,158 tonnes 
(1.6 %), mainly due to increase of sulphur dioxide 
emissions by 30,888 tonnes (1.6%). The increase 
of sulphur dioxide emissions was caused by a 
higher ratio of sulphur to extracted valuable 
components: in accordance to the summary 
balance sheet of metallurgical production, the 
actual ratio of sulphur to the sum of base metals 
(nickel and copper) in the feedstock in 2011 
exceeded that of 2010.

Reduction of metal emissions by 448 tonnes 
(4.1 %) as compared to the previous year was 
achieved thanks to modernisation and repair 
of the dust and gas-cleaning equipment 
(reconstruction of the electric furnace №4 at 
the Nadezhda Metallurgical Plant, current and 
capital repair of aspirating units at the Copper 
Plant).

Analysis of the actual emissions at the Polar 
Division in 2011 demonstrated that air pollutant 
emissions were less than the permissible limits 

 Polar Division

ENviRONMENTAl ExPENSES (USD million)

2011 2010 2009

Environmental expenses, including: 537 455 385

current expenses 417 387 353

capital investments 120 68 32
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In 2011, 31.7 million tonnes of waste were 
produced by plants of the Polar Division. The 
Polar Division enterprises fully neutralised 
120 tonnes of waste, including the entire 
generated volume of battery electrolyte 
(11 tonnes). 35 tonnes of waste mercury-
containing lamps and thermometers were 
handled for neutralisation to a specialised 
third-party company. Almost the entire 
volume (654 tonnes) of excavated automobile 
lubricants was delivered for regeneration. 

In 2011, 12.6 million tonnes of waste were used 
at the Polar Division. The main volume of waste 
consists of:  

 ▪ stripping rock – for grinding of crushed stone 
and backfilling;

 ▪ hard rock – for backfilling of mined-out space of 
mines;

 ▪ tailings – for construction of the dam and 
second field of Lebyazhye tailings storage, 
preparation of mixtures for backfilling of mined-
out space of Talnakh mines;

 ▪ smelter slags of Vanyukov furnaces of the 
Copper Plant for construction of the dam of 
Lebyazhye tailings storage; 

 ▪ smelter slags of the Nadezhda Metallurgical 
Plant and Nickel Plant – for backfilling of 
the mined-out space of mines, scattering of 
motorways and the railway bed.  

More than 90% of waste generating by the 
Company’s enterprises belong to the 5th category 
of danger (almost not dangerous for environment) 
– hard rocks, tailings, metallurgical slags, etc.

In order to gradually reduce the volume of waste 
generation and storage, the Company takes the 
following steps:  

 ▪ construction of new and reconstruction of 
the current tailings storage facilities;

 ▪ construction of waste storage facilities in 
accordance with the established requirements;

 ▪ expansion of areas and volumes of use of 
main types of large-capacity production;  

 ▪ expansion of areas and volumes of use and 
neutralisation of basic consumption waste;

 ▪ upgrade of the accounting system for waste 
production, storage and location. 

 
Water Discharge

In 2011, the Polar Division continued to undertake 
measures to reduce water discharge. During the 
reporting period, waste water was discharged 
through 63 waste water outlets, 36 of them 
discharged water within the permissible 
standards.

The pollutant mass discharged into surface water 
bodies and those containing the wastewaters 
of the Polar Division enterprises was reduced 
in 2011 by 9 thousand tonnes (16%) due to 
implementation of the following water-treatment 
activities:

 ▪ completing the construction of the track of 
pipelines of pressure sewage with transmission 
of wastewater to treatment facilities;

 ▪ putting into operation the underground 
treatment facilities with the main water 
drainage system for mine waters at the Angidrit 
shaft of the Kayerkansky mine;

 ▪ putting into operation the lift station and 
track of pressure pipelines of the lift station at 
the Taimyrsky mine, wastewater discharge was 
liquidated;  

 ▪ building and putting into operation 6 septic 
sedimentation tanks at the Komsomolsky mine; 

 ▪ completing reconstruction of the cooling 
tower  № 1 at the Copper plant; 

 ▪ completing construction of treatment 
facilities of the Medvezhy Ruchey open pit mine 
at the Zapolyarny mine; 

 ▪ completing construction of treatment 
facilities of the Zapolyarny mine; 

 ▪ completing construction of local treatment 
facilities for service-utility water at the site of 
gas-generating station of the Nickel plant and 
the base of explosive substances at the Polar 
Transportation Division; 

 ▪ further implementing of measures aimed at 
cleaning water at the Izvestnyakov shaft of the 
Kayerkansky mine.

 Waste Treatment 

One of the targets of waste treatment is to 
minimise anthropogenic exposure of the 
Company’s waste on the environment. 

implemented joint plans to clean and improve 
the territory of Norilsk city municipal district 
and the territories adjacent to motor roads.  

In 2011, the citywide programme on gardening 
and restoration of the city landscapes and 
adjacent territories of Norilsk city municipal 
district was developed in cooperation with 
specialists from the administration of Norilsk 
city. In 2012, the Company will continue to take 
measures to improve the environment. This 
should ensure the significant improvement 
of ecological situation and general landscape 
of the city; create more comfortable 
microclimatic, sanitary-hygienic and visual 
conditions on the streets and public places.      

The Polar Division renders regular financial 
aid to the Norilsk fish rearing and incubation 
station. The primary goal of the station is 
breeding viable young fish of valuable species 
(char, whitefish, etc) and their subsequent 
release into the Norilo-Pyasinsky water 
system, including the Pyasina River basin, 
Pyasino lake and its feeders, which belong 
to water bodies used for commercial fishery 
purposes and are among principal habitats of 
northern fisheries, including Arctic fish species 
(arctic char, whitefish, nelma, taimen, etc).

In 2011, release of young fish to Norilo-
Pyasinsky lake and river system was carried 
out to compensate the sum of damage 
caused by sand production at the deposit of 
the Seredysh island. In 2012, works aimed at 
incubation and subsequent release of young 
fish of valuable species into water bodies will 
be continued.

Federal State Institution “Taimyrsky” State 
Natural Biosphere Reserve” and Federal 
State Institution “Putoransky” State Natural 
Reserve” are included, on a permanent basis, 
in the Polar Division’s programme rendering 
corporate assistance to the Taimyr (Dolgano-
Nenets) municipal district.

In 2011, as part of the implementation of 
activities rendering corporate assistance, the 
Company helped to purchase material assets 
(office appliances, construction materials, 

In 2011, under the project on expansion of the 
Lebyazhye tailings storage, main facilities 
were constructed to ensure environmentally 
safe stockpiling and storage of tailings at a 
minimum of 11 million tonnes per annum. The 
implemented project solutions allowed using 6.5 
million tonnes of tailings and 1.3 million tonnes 
of smelting slags for the dam construction, and 
ensured storage of 7.5 million tonnes of tailings 
in an environmentally safe way.

In October 2011, the first start-up complex 
aimed at utilising tailings from the Talnakh 
Enrichment Plant at the Komsomolsky mine 
reached its projected capacity which will allow 
using ca 220 thousand tonnes of concentration 
waste per annum for backfilling of mined-
out space of the mine. Implementation of the 
project to shift the first start-up complex to 
utilise tailings from the Talnakh Enrichment 
Plant on 24 hour operation will allow tripling the 
processed volumes of tailings.

In 2011, the Company further reconstructed the 
tailings storage at the Nadezhda Metallurgical 
Plant. 

In the reporting period, 40.3 thousand tonnes of 
waste were handled for storage to third-party 
organisations; 19.5 million tonnes of waste 
were buried at the Company’s own facilities, of 
which 70 thousand tonnes were stored at the 
industrial piles № 1 and № 2. 

 Preservation of Biodiversity

The Company pays great attention to the 
issues of preservation of natural ecosystems 
and biodiversity at the areas of its operations.

In 2011, the Polar Division in cooperation 
with Federal State Institution “State Natural 
Reserve “Bolshoi Arktichesky” continued to 
restore human destroyed territories adjacent 
to the tailing storage Lebyazhye. Furthermore, 
the Company continued re-greening to 
improve places for mass short-term vacation 
at the territory adjacent to Dolgoe lake. 

In 2011, the Polar Division and the 
administration of Norilsk city were successfully 
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expedition, implementation of repair 
and restoration works at the ecological-
educational center, monitoring the population 
of white bears). 

office furniture), provided assistance in 
financing transport for cargo deliveries, 
provided charitable assistance (edition of 
scientific materials of international biological 

 ▸ ENviRONMENTAl PERFORMANCE OF ThE POlAR DiviSiON

indicator 2011 2010 2009

Air pollutant emissions, total (‘000 tonnes)
including:

1,946 1,915 1,950

   sulphur dioxide (‘000 tonnes) 1,912 1,881 1,917

   solids (‘000 tonnes) 11 11 11

water discharges (million m3) 39 36 33

pollutant discharges (‘000 tonnes) 48 57 59

in-house utilisation and neutralisation of waste (million tonnes) 13 16 17

waste disposal (million tonnes) 20 20 16

 ▪ completing rehabilitation of the float 
concentrator roasting shop for the production 
of reinforced briquettes at the Zapolyarny 
site. Currently, ramp-up works are being 
implemented;

 ▪ starting implementation of the project on 
treatment of briquettes in the smelting shop; 

 ▪ further implementation of measures aimed 
at achievement of the maximum permissible 
pollutant emissions level in the smelting shop;

 ▪ further developing of projects substantiating 
designed dimensions of sanitary protection 
zones for Kola MMC.

 
Air Pollutant Emissions 

Air pollutant emissions from Kola MMC in 2011 
did not exceed the existing limits of maximum 
permissible and temporary emissions. On top 
of that, Kola MMC reduced sulphur dioxide 
emissions by 5.37% and the sum of solids by 
0.14% as compared to 2010 due to reduction of 
sulphur dioxide emissions from technological 
facilities at the Monchegorsk industrial site and 
the launch of briquetting line at the Zapolyarny 
industrial site.  

In 2011, Kola MMC performed the following 
activities aimed at mitigating its environmental 
impact:

 Kola MMC 

 ▸ ENviRONMENTAl ExPENSES  (USD million)

2011 2010 2009

Environmental expenses, including: 50 68 48

current expenses 22 29 37

capital investments 28 39 11

Since 1998, the Lapland reserve employees have 
been conducting research and development to 
monitor the condition of the natural environment 
in the territory adjacent to the Severonickel 
enterprise, including Monchegorsk and its 
surroundings, which include the Lapland Natural 
Biosphere Reserve.

Furthermore, since 2002, Kola MMC has the 
agreements with the Lapland Reserve for the 
development of methods to restore destroyed 
natural complexes in the area of long-standing 
impact of man-induced air emissions from 
the Severonickel plant and to monitor the 
Monchegorsk district and the Lapland reserve. The 
data obtained during scientific research formed 
the basis for subsequent work for mined-land 
reclamation, sanitary and fire-protection forest 
land improvement.

One of the strategic initiatives of Kola MMC in 
mitigating its effects on biodiversity includes 
the transition from the pelletizing and roasting 
technique to state-of-the-art technique of cold 
briquetting at the Zapolyarny industrial site. 

To rehabilitate the environment in the areas 
where Kola MMC’s enterprises operate, in 2011, 
the Company implemented works to cultivate and 
green up the territories destroyed by industrial 
emissions at the area of 1 hectare. 

The expedition of the Moscow State University 
tested the condition of previously gardened areas 
at the industrial site Monchegorsk. The action 
plan is designed up to 2012 and includes detection 
of dynamics and comparison of the conditions of 
“working” areas with the controlled ones followed 
by provision of recommendations. In 2011, 6.6 
thousand tonnes of organic fertilizers were 
delivered to green up the Monchegorsk site.

 
Water Discharge

In 2011, Kola MMC reduced water discharge by 
11.6% and volume of pollutant discharge – by 
0.7 thousand tonnes as compared to 2010 at 
the Zapolyarny and Nickel industrial sites. 
Reduction of the discharged volumes was 
caused by reduction of water withdrawal 
volumes from mines, reduction of disposal 
of flood waters from tailings storage of the 
enrichment plant and transfer of the entire 
volume of cleaned water from the Severny 
mine to use in underground mined-out space 
of the mine.     

 Waste Treatment

In 2011, a part of waste produced at Kola MMC 
was used at its own facilities. Stripping waste 
was used for backfilling of mined-out space 
of open-pits; tailings – for dams construction; 
smelting slags – as a backfilling material 
during liquidation of the tailings storage of the 
enrichment plant. 

In the reporting period, earlier collected waste 
was sent to third-party enterprises for further 
use and neutralisation.   

 Preservation of Biodiversity

Kola MMC continues cooperation with national 
parks located in the Murmansk region. The State 
Natural Reserve Pasvik is located 30 km from the 
Nickel industrial site. The Lapland State Biosphere 
Reserve is located 10 km from the Monchegorsk 
industrial site.

Every year since 2006, under the agreement with 
Kola MMC, the Pasvik reserve employees have 
been performing research and development for 
the assessment of the natural environment in the 
operational area of the Pechenganickel enterprise. 
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indicator 2011 2010 2009

Air pollutant emissions, total (‘000 tonnes)
including:

147 155 148

    sulphur dioxide (‘000 tonnes) 134 142 136

    solids (‘000 tonnes) 10 10 9,5

water discharges (million m3) 27.4 27.3 24.7

pollutant discharges (‘000 tonnes) 70.5 64.7 60.9

internal utilisation and neutralisation of waste (million tonnes)  3 4 2.9

waste disposal (million tonnes) 6.2 6.6 5.8

 ▸ ENviRONMENTAl PERFORMANCE OF ThE kOlA MMC

AuSTrAliA 

In 2011, the environmental protection activity 
of Norilsk Nickel Australia was focused at 
ensuring compliance with legal requirements for 
maintaining the leased land in proper condition.

boTSwAnA

Since 2007, the entity has implemented the Health 
and Safety Management System, as part of the 
SHEQ Corporate Integrated Management System. 
The entity is certified for compliance with the ISO 
14001:2004 international standard requirements. 

SouTh AfricA

Nkomati implements the following measures 
in order to minimise its impact on the 
environment:

 ▪ uses water resources in the mine area 
sustainably and reduces possible harmful 
effects on water bodies;

 ▪ decreases the impact of dust emissions;
 ▪ details activities for waste recycling and 

reduction and for the treatment of reclaimed 
waste;

 ▪ defines actions for energy conservation and 
for the reduction of carbon dioxide emissions 
into the atmosphere;

 ▪ arranges activities for rehabilitation of land 
surrounding the mine;

 ▪ implements programmes for the 
maintenance of biodiversity in order to 
preserve the existing flora and fauna.

inTErnATionAl EnTiTiES of 
ThE Group

All international entities of the Group work within 
the systems of state regulation of environmental 
protection and internal corporate standards. 

A lot of attention is dedicated to environmental 
safety while planning and carrying out operating 
activities of international assets of the Group. 
All international entities are certified and pass 
regular attestation for compliance with ISO14001 
international standard requirements.

The primary environmental challenge that the 
Group’s international assets (excluding Finland) 
face is related to formation of anthropogenic 
landscapes and use of water resources. The 
core aspect of environmental protection in 
international entities is the restoration of natural 
landscapes and water objects after expiration of 
life of mines.

 In 2011, the total costs on environmental 
protection at the Group’s international assets 
exceeded USD 2 million.  

 ▸ ENviRONMENTAl iMPACT OF ThE GROUP’S iNTERNATiONAl ENTiTiES 

indicator 2011 2010 2009

NN Australia

Total water consumption (million m3) 1.29 0.11 1.8

Waste generation (tonnes) 0.21 - 0.4

Waste disposal (tonnes) 0.21 - 0.4

Tati Nickel

Total water consumption (million m3) 2.5 2.4 2.3

Waste generation (tonnes) 326 443 513

Waste disposal (tonnes) 326 443 513

Nkomati

Total water consumption (million m3) 0.83 0.95 0.8

Waste generation (tonnes) 163 474 236

Waste disposal (tonnes) 163 474 236

NN harjavalta

Total water consumption (million m3) 10.5 11.2 10.4

Waste generation (tonnes) 15.1 31.5 15.4

Waste disposal (tonnes) 14.5 30.9 14.4

finlAnD

Norilsk Nickel Harjavalta holds all the necessary 
environmental permits and applies the certified 
integrated Environmental Management System 
which is in compliance with  the ISO 9001, 
ISO 14001 and OHSAS 18001 standards. The 
key environmental aspects of Norilsk Nickel 
Harjavalta include emissions of ammonia 

(NH3) and nickel into the atmosphere as well as 
discharge of nickel (Ni), sulphates (SO42) and ions 
of ammonia (NH4+) in water bodies. The actual 
emissions and discharges from Norilsk Nickel 
Harjavalta in 2011 were in line with the permits 
granted.

In 2011, Norilsk Nickel Harjavalta’s environmental 
expenses totaled USD 1.2 million.
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PROJECT ON REDUCTION OF SO2  
EMISSIONS

 Goals of the Project:

 ▪ to maximise sulphur extraction to tailings 
without loss of base metals; 

 ▪ to minimise number of  sources emitting 
sulphur-containing gases; 

 ▪ to maximise sulphur dioxide content in waste 
gases of smelting facilities;

 ▪ to recover sulphur in products suitable 
for transportation and/or prolonged storage 
without incurring secondary environmental 
risks.

In order to achieve these goals the Company 
intends to modernise its enrichment and 
metallurgical facilities at the Polar Division and 
increase the level of sulphur dioxide utilisation 
by starting the production of elementary 
sulphur. 

 
Modernisation of enrichment and 
metallurgical facilities at the Polar 
Division:

 ▸ 1. modernisation of enrichment facilities:

 ▪ modernisation of the first and second start-
up complexes of the Talnakh Enrichment plant 
combined with installation of up-to-date 
technologies

Anticipated result:
 ▪ exclusion of the chemical enrichment 

process;
 ▪ reduction of PGMs losses on back of minor 

increase of sulphur in smelting process of ca 30-
40kt.

proJEcT on rEDucTion of So2 
EmiSSionS 

In order to minimise its environmental footprint MMC Norilsk Nickel implements 
USD 2-billion full-scale project on reduction of sulphur dioxide emissions at the 
Polar Division. 

 ▸ 2. modernisation of metallurgical facilities:

 ▪ development of nickel refining facilities at 
the Nadezhda Metallurgical Plant;

 ▪ reconstruction of hydrometallurgycal 
facilities with transfer to the technology of acid 
leaching for high-grade matte at the Nadezhda 
Metallurgical Plant;

 ▪ reconstruction of sulphur shop on the base of 
elementary sulphur production shop №2 at the 
Nadezhda Metallurgical Plant;

 ▪ shut-down of sintering and smelting facilities 
of the Nickel Plant;

 ▪ reconstruction of the second line for 
elementary sulphur production at the Copper 
plant; 

 ▪ reconstruction and boosting the capacity of 
the shop for copper electrolysis with installation 
of up-to-date technology of electrolytic 
refinement at the Copper plant; 

 ▪ equipment for sulphite-bisulphite reagent 
from exhausted gases of Vanukov furnaces at 
the Copper Plant; 

 ▪ construction of a new smelting shop with a 
modern technology for slag treatment at the 
Copper Plant. 

Anticipated result:
 ▪ significant reduction of emissions from the 

Nickel Plant; 
 ▪ increase of sulphur dioxide content in waste 

gases that go for utilisation.

 ▪ construction of waste gases SO2 
concentration units at flash furnace of the 
Nadezhda Metallurgical Plant and Vanukov 
furnaces of the Copper Plant;

 ▪ overhaul of sulphur recovery units at 
the Nadezhda Metallurgical Plant and the 
Copper Plant with the capacity to process all 
concentrated SO2 and produce elementary 
sulphur;

 ▪ construction of converter waste gases 
cooling, dust separation and SO2 concentration 
systems for further recovery into elementary 
sulphur at sulphur utilisation units of the Copper 
Plant.

Implementation of these measures shall 
provide the recovery of at least 95% of sulphur 
dioxide from waste gases of smelting facilities 
at the Copper and Nadezhda Metallurgical 
Plants. As a result, sulphur dioxide emissions 
into the atmosphere shall be reduced by 
several times.

 

 Production of elementary sulphur 

The Company chose the contractor for 
development and installation of new efficient 
technology for sulphur dioxide treatment at the 
Copper and Nadezhda Metallurgical Plants - 
Techint S.p.A. (Italy).

The optimal method of sulphur dioxide utilisation 
is the production of elementary sulphur from 
waste gases of Vanukov furnaces, waste gases 
of converters of Copper Plant and waste gases 
of flash furnaces at the Nadezhda Metallurgical 
Plant.

The contractor shall perform the following 
works:

 ▪ construction of waste gases deep dust 
separation systems at flash furnace of the 
Nadezhda Metallurgical Plant and Vanukov 
furnaces of the Copper Plant;
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CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE YEAR 
ENDED 31 DECEMBER 2011
 

The following statement, which should be read in conjunction with the independent auditors’ 
responsibilities stated in the independent auditors’ report set out on page 2, is made with a view to 
distinguishing the responsibilities of management and those of the independent auditors in relation 
to the consolidated financial statements of Open Joint Stock Company “Mining and Metallurgical 
Company Norilsk Nickel” and its subsidiaries (the “Group”).

Management is responsible for the preparation of the consolidated financial statements that 
present fairly the consolidated financial position of the Group at 31 December 2011, the results 
of its operations, cash flows and changes in equity for the year then ended, in accordance with 
International Financial Reporting Standards (“IFRS”).

In preparing the consolidated financial statements, management is responsible for:

▪ selecting suitable accounting policies and applying them consistently;

▪ making judgments and estimates that are reasonable and prudent;

▪ stating whether IFRS have been followed, subject to any material departures disclosed and 
explained in the consolidated financial statements; and 

▪ preparing the consolidated financial statements on a going concern basis, unless it is inappropriate 
to presume that the Group will continue in business for the foreseeable future.

Management, within its competencies, is also responsible for:

▪ designing, implementing and maintaining an effective system of internal controls throughout the 
Group;

▪ maintaining statutory accounting records in compliance with local legislation and accounting 
standards in the respective jurisdictions in which the Group operates;

▪ taking steps to safeguard the assets of the Group; and

▪ detecting and preventing fraud and other irregularities.

The consolidated financial statements for the year ended 31 December 2011 were approved by:

Statement of management’s responsibilities for the preparation
and approval of the consolidated financial Statements
for the year ended 31 december 2011 

D.R. Kostoev

Deputy General Director

Moscow, Russia

31 May 2012

V.I. Strzhalkovsky, 

General Director
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coNsoliDATeD FiNANciAl 
sTATeMeNTs For THe YeAr 
eNDeD 31 DeceMBer 2011

ZAO KPMG

10 Presnenskaya Naberezhnaya

Moscow, Russia 123317

Telephone   +7 (495) 937 4477

Fax +7(495)9374400/99

Internet www.kpmg.ru

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of OJSC «Mining and Metallurgical Company Norilsk Nickel»

We have audited the accompanying consolidated financial statements of OJSC «Mining and Metallurgical Company Norilsk 
Nickel» (the «Company») and its subsidiaries (the «Group»), which comprise the consolidated statement of financial position 
as at 31 December 2011. the consolidated income statement, the consolidated statement of comprehensive income, the 
consolidated statement of changes in equity and the consolidated statement of cash flows for the year then ended, and notes, 
comprising a summary of significant accounting policies and other explanatory information.

 ▸ Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in 
accordance with International Financial Reporting Standards, and for such internal control as management determines 
is necessary to enable the preparation of consolidated financial statements that are free from material misstatement, 
whether due to fraud or error.

 ▸ Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted 
our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks 
of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified audit 
opinion.

 ▸ Basis for Qualified Opinion

Our audit opinion on the consolidated financial statements of the Group for 2010 dated 9 August 2011 was modified as we 
were unable to obtain sufficient appropriate audit evidence in respect of information included in Note 26 to these financial 
statements to determine whether the disclosure requirements of International Financial Reporting Standards were 
complied with in 2010.

 ▸ Qualified Opinion

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion paragraph on the 
corresponding disclosures for the year ended 31 December 2010, the consolidated financial statements present fairly, in 
all material respects, the financial position of the Group as at 31 December 2011, and its financial performance and its cash 
flows for the year then ended in accordance with International Financial Reporting Standards.

ZAO KPMG
1 June 2012

ZAO KPMG, a company incorporated under the Laws of the Russian Federation, a subsidiary of KPMG Europe LIP, and 
a member firm of the KPMG network of independent member firms affiliated with KPMG international Cooperative 
(«KPMG International»), a Swiss entity.

Nots Year ended 
31/12/2011

Year ended 
31/12/2010

CONTINUING OPERATIONS

Revenue

Metal sales 6 13,297 12,126

Other sales 825 649

Total revenue 14,122 12,775

Cost of metal sales 7 (4,967) (4,223)

Cost of other sales (826) (660)

Gross profit 8,329 7,892

Selling and distribution expenses 8 (828) (343)

General and administrative expenses 9 (848) (755)

Impairment of property, plant and  equipment and  intangible assets (243) (15)

Other net operating expenses 10 (175) (227)

Operating profit 6,235 6,552

Finance costs 11 (151) (138)

(Loss)/income from investments, net 12 (79) 351

Foreign exchange loss, net (334) (22)

Excess of the Group’s share in the fair value of net assets acquired over 
the cost of acquisition

8 4

Share of (loss)/profits of associates (33) 35

Profit before tax 5,646 6,782

Income tax expense 13 (1,460) (1,548)

Profit for the year from continuing operations 4,186 5,234

DISCONTINUED OPERATIONS

Loss for the year from discontinued operations 24 (560) (2,145)

Profit for the year 3,626 3,089

Attributable to:  

Shareholders of the parent company 3,604 3,298

Non-controlling interests 22 (209)

3,626 3,089

EARNINGS PER SHARE

From continuing and discontinued operations

Basic and diluted earnings per share attributable to shareholders of 
the parent company (US Dollars per share)

26 20.8 18.8

From continuing operations

Basic and diluted earnings per share attributable to shareholders of 
the parent company (US Dollars per share)

26 24.1 29.8

 ▸ CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2011  
(US DOLLARS MILLION)

The accompanying notes on pages 192 – 247 form an integral part of the 
consolidated financial statements
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 ▸ CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2011 
(US DOLLARS MILLION)

Year ended 
31/12/2011

Year ended 
31/12/2010

Profit for the year 3,626 3,089

Other comprehensive (loss)/income

Effect of translation to presentation currency and translation of foreign operations (571) (13)

(Decrease)/increase in fair value of available-for-sale investments (390) 218

Realised gain on disposal of available-for-sale investments (9) (217)

Investments revaluation  reserve reclassified  from equity to loss on disposal of 
subsidiary

(3) –

Other (6) 4

Other comprehensive loss for the year, net of tax (979) (8)

Total comprehensive income for the year, net of tax 2,647 3,081

Attributable to:

Shareholders of the parent company 2,604 3,277

Non-controlling interests 43 (196)

2,647 3,081

 ▸ CONSOLIDATED STATEMENT OF FINANCIAL POSITION AT 31 DECEMBER 2011  
(US DOLLARS MILLION)

Notes 31/12/2011 31/12/2010

ASSETS

Non-current assets

Property, plant and equipment  14 9,585 9,153

Goodwill 15 20 21

Intangible assets 16 72 195

Investments in associates 17 407 515

Other financial assets 18 2,018 881

Other taxes receivable 19 18 12

Deferred tax assets 13 112 86

Other non-current assets 111 72

12,343 10,935

Current assets

Inventories 20 2,623 2,246

Trade and other receivables 21 1,032 1,175

Advances paid and prepaid expenses 22 71 96

Other financial assets 18 153 637

Income tax receivable 347 90

Other taxes receivable 19 716 509

Cash and cash equivalents 23 1,627 5,405

6,569 10,158

Assets classified as held for sale 25 – 2,816

6,569 12,974

TOTAL ASSETS 18,912 23,909

CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE YEAR 
ENDED 31 DECEMBER 2011

Notes 31/12/2011 31/12/2010

EQUITY AND LIABILITIES

Capital and reserves

Share capital 26 8 8

Share premium 1,511 1,511

Treasury shares 26 (8,692) (1,237)

Other reserves 27 (848) 279

Retained earnings 19,123 17,744

Reserves of disposal group classified as held for sale 25 – (929)

Equity attributable to shareholders of the parent company 11,102 17,376

Non-controlling interests 120 598

11,222 17,974

Non-current liabilities

Loans and borrowings 28 2,400 1,561

Obligations under finance leases 1 14

Employee benefit obligations 29 56 48

Provisions 30 752 886

Deferred tax liabilities 13 651 729

3,860 3,238

Current liabilities

Loans and borrowings 28 2,741 1,236

Obligations under finance leases 13 20

Employee benefit obligations 29 373 367

Trade and other payables 31 543 599

Provisions 30 3 8

Derivative financial instruments 2 –

Income tax payable 5 120

Other taxes payable 19 150 135

3,830 2,485

Liabilities directly associated with the assets classified as held for sale 25 – 212

3,830 2,697

TOTAL LIABILITIES 7,690 5,935

TOTAL EQUITY AND LIABILITIES 18,912 23,909

186

 ▸ CONSOLIDATED STATEMENT OF FINANCIAL POSITION AT 31 DECEMBER 2011  
(US DOLLARS MILLION) (CONTINUED)

The accompanying notes on pages 192 – 247 form an integral part of the 
consolidated financial statements
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 ▸ CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2011  
(US DOLLARS MILLION)

Year ended 
31/12/2011 

Year ended 
31/12/2010

OPERATING ACTIVITIES

Profit before tax1 5,165 4,631

Adjustments for:

Depreciation and amortisation 762 803

Impairment of property, plant and equipment 118 8

Impairment of intangible assets 125 –

Impairment of financial assets 152 –

Loss on remeasurement to fair value less cost to sell 566 2,299

Loss on disposal of property, plant and equipment 19 12

Share of post-acquisition losses and impairment of investments in associates 33 425

Excess of the Group’s share in the fair value of net assets acquired over the cost 
of acquisition

(8) (4)

Gain on disposal of investments (10) (258)

Gain on disposal of subsidiaries – (597)

Change in provisions 29 178

Finance costs and income from investments, net 57 (43)

Foreign exchange loss, net 348 93

Change in provision for tax penalties (2) 19

Other (1) 3

7,353 7,569

Movements in working capital:

Inventories (508) (425)

Trade and other receivables 120 (155)

Advances paid and prepaid expenses 25 (34)

Other tax receivable (251) (25)

Employee benefit obligations 27 27

Trade and other payables (66) 225

Other taxes payable 22 4

Cash generated from operations 6,722 7,186

Interest paid (94) (86)

Income tax paid (1,926) (1,586)

Net cash generated from operating activities 4,702 5,514

INVESTING ACTIVITIES

Acquisition of subsidiaries, net of cash acquired (12) (5)

(Net cash outflow)/proceeds from disposal of subsidiaries (468) 892 

Acquisition of and contribution to associates (2) (17)

Purchase of property, plant and equipment (2,201)  (1,728)

Proceeds from disposal of property, plant and equipment 23 33 

Purchase of intangible assets (31)  (24)

1  Profit before tax and adjustments are presented for continuing and discontinued operations on a combined basis.

Year ended 
31/12/2011 

Year ended 
31/12/2010

Proceeds from disposal of intangible assets – 2 

Purchase of other financial assets (711)  (599)

Purchase of other long-term assets (50)  (77)

Net change in deposits placed 859  (815)

Proceeds from sale of other financial assets 715 892 

Dividends received 2 3 

Net cash used in investing activities (1,876) (1,443)

FINANCING ACTIVITIES

Proceeds from borrowings 3,694 628 

Repayments of borrowings (1,351) (3,048)

Buy back of issued shares (8,995) –

Income tax paid on transfer of treasury shares from the Company to its 
subsidiaries

– (102)

Proceeds from sales of shares from treasury stock 1,246 1,705 

Dividends paid by the Company (1,234) (1,208)

Dividends paid by the Group’s subsidiaries to non-controlling  shareholders (4) (9)

Net cash used in financing activities (6,644) (2,034)

Net (decrease)/increase in cash and cash equivalents (3,818) 2,037

Cash and cash equivalents at beginning of the year 5,405 3,632

Cash and cash equivalents of disposal group at beginning of the year 106 –

Effects of foreign exchange differences on balances of cash and cash equivalents 
and  translation to presentation currency

(66) (158)

Cash and cash equivalents of disposal group at end of the year – (106)

Cash and cash equivalents at end of the year 1,627 5,405

 ▸ CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2011  
(US DOLLARS MILLION) (CONTINUED)

The accompanying notes on pages 192 – 247 form an integral part of the 
consolidated financial statements
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 ▸ CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2011  
(US DOLLARS MILLION)
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Balance at 1 January 2010 8 1,390 (2,719) (604) 15,600 – 13,675 1,080 14,755

Profit for the year – – – – 3,298 – 3,298 (209) 3,089

Other comprehensive income/(loss):

Effect of translation to presentation 
currency  and translation of foreign 
operations

27 – – – (26) – – (26) 13 (13)

Increase in fair value of available-for-sale 
investments

27 – – – 218 – – 218 – 218

Realised gain on disposal of available-for-
sale investments 

27 – – – (226) 9 – (217) – (217)

Other 27 – – – 4 – – 4 – 4

Total comprehensive income – – – (30) 3,307 – 3,277 (196) 3,081

Sales of shares from treasury stock 26 – 54 1,584 – – – 1,638 – 1,638

Income tax paid on transfer of treasury 
shares from  Company to its subsidiaries 

26 – – (102) – – – (102) – (102)

Premium on call option over treasury shares 26 – 67 – – – – 67 – 67

Reserves of disposal group classified as held 
for sale

25 – – – 929 – (929) – – –

Increase of non-controlling interests due to 
decrease of ownership in subsidiaries

– – – – 20 – 20 53 73

Changes in equity due to disposal of 
subsidiaries

– – – (16) – – (16) (328) (344)

Dividends 32 – – – – (1,183) – (1,183) (11) (1,194)

Balance at 31 December 2010 8 1,511 (1,237) 279 17,744 (929) 17,376 598 17,974

 ▸ CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2011  
(US DOLLARS MILLION) (CONTINUED)
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Balance at 1 January 2011 8 1,511 (1,237) 279 17,744 (929) 17,376 598 17,974

Profit for the year – – – – 3,604 – 3,604 22 3,626

Other comprehensive income/(loss):

Effect of translation to presentation 
currency and translation of foreign 
operations

27 – – – (723) – 131 (592) 21 (571)

Decrease in fair value of available-for-sale 
investments

27 – – – (390) – – (390) – (390)

Realised gain on disposal of available-for-
sale investments

27 – – – (8) (1) – (9) – (9)

Investments revaluation  reserve 
reclassified  from equity to loss on disposal 
of subsidiary

– – – – – (3) (3) – (3)

Reclassification adjustments relating to 
translation reserve of subsidiary disposed of

– – – – (801) 801 – – –

Other 27 – – – (6) – – (6) – (6)

Total comprehensive income – – – (1,127) 2,802 929 2,604 43 2,647

Sales of ordinary shares from treasury 
stock 

26 – – 1,540 – (294) – 1,246 – 1,246

Decrease in non-controlling interests due 
to disposal of subsidiary

– – – – – – – (503) (503)

Buy back of issued shares 26 – – (8,995) – – – (8,995) – (8,995)

Decrease in non-controlling interests due 
to increase of ownership in subsidiaries

– – – – – – – (7) (7)

Increase in non-controlling interests due to 
additional contributions into share capital 
of subsidiary

– – – – – – – 5 5

Dividends 32 – – – – (1,129) – (1,129) (16) (1,145)

Balance at 31 December 2011 8 1,511 (8,692) (848) 19,123 – 11,102 120 11,222

The accompanying notes on pages 192 – 247 form an integral part of the 
consolidated financial statements
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NOTES TO THE 
CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE YEAR 
ENDED 31 DECEMBER 2011

1. GENERAL INFORMATION

 Organisation and principal business activities
Open Joint Stock Company “Mining and Metallurgical Company Norilsk Nickel” (the “Company” or “MMC Norilsk Nickel”) 
was incorporated in the Russian Federation on 4 July 1997. The principal activities of the Company and its subsidiaries (the 
“Group”) are exploration, extraction, refining and sale of base and precious metals. Further details regarding the nature of 
the business and structure of the Group are presented in note 39.

Major production facilities of the Group are located in Taimyr and Kola Peninsulas of the Russian Federation, Australia, 
Botswana, Finland and South African Republic. The registered office of the Company is located in Russian Federation, 
Krasnoyarsk region, Dudinka, postal address: 2, Gvardeyskaya square, Norilsk, Russian Federation.

Shareholding structure of the Company at 31 December 2011 and 2010 was as follows:

Shareholders 31/12/2011 31/12/2010

Number of 
outstanding shares*

% held Number of 
outstanding shares*

% held

CJSC “ING Bank (Eurasia)” (nominee) 57,755,064 36.50 80,400,827 43.79

OJSC “Sberbank of Russia” (nominee) 47,656,938 30.12 23,828,469 12.98

CJSC “Depository Clearing Company” 
(nominee)

24,376,032 15.40 17,426,294 9.49

Non-banking credit company CJSC “National 
Settlement Depository” (nominee)

16,813,571 10.63 24,739,227 13.47

State corporation “Vnesheconombank” 
(nominee)

– – 23,828,469 12.98

Other, individually less than 5% 11,633,857 7.35 13,386,436 7.29

Total 158,235,462 100.00 183,609,722 100.00

* Number of outstanding shares excludes all treasury shares, including those disposed of through the Sale and Repurchase 
Agreements (refer to note 26).

2. BASIS OF PRESENTATION

 Statement of compliance
The consolidated financial statements of the Group have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”).

The entities of the Group maintain their accounting records in accordance with the laws, accounting and reporting 
regulations of the jurisdictions in which they are incorporated and registered. Accounting principles in certain jurisdictions 
may differ substantially from those generally accepted under IFRS. Financial statements of such entities have been adjusted 

to ensure that the consolidated financial statements are presented in accordance with IFRS.

 Basis of presentation
The consolidated financial statements of the Group are prepared on the historical cost basis, except for:

▪ mark-to-market valuation of by-products, in accordance with IAS 2 Inventories;

▪ fair value valuation of liabilities for cash-settled share appreciation rights, in accordance with IFRS 2 Share Based 
Payments; and

▪ mark-to-market valuation of certain classes of financial instruments, in accordance with  IAS 39 Financial Instruments: 
Recognition and Measurement.

 Standards and interpretations effective in the current year
In the preparation of these consolidated financial statements the Group has adopted all new and revised International 
Financial Reporting Standards and Interpretations issued by International Financial Reporting Committee (“IFRIC”) that are 
mandatory for adoption in annual periods beginning on 1 January 2011. 

Adoption of these standards and interpritations detailed below effective for the annual periods beginning on 1 January 2011 

did not have any impact on the accounting policies, financial position or performance of the Group:

▪ IAS 1 Presentation of Financial Statements (amended);

▪ IAS 24 Related Party Disclosures (revised);

▪ IAS 27 Consolidated and Separate Financial Statements (amended);

▪ IAS 32 Financial Instruments: Presentation (amended);

▪ IAS 34 Interim Financial Statements (amended);

▪ IFRS 1 First-time Adoption of International Financial Reporting Standards (amended);

▪ IFRS 3 Business Combinations (amended);

▪ IFRS 7 Financial instruments: Disclosures (amended);

▪ IFRIC 13 Customer Loyalty Programmes (amended);

▪ IFRIC 14 IAS 19: Limit on a Defined Benefit Assets, Minimum Funding Requirements and their Interaction (amended);

▪ IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments.
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 Standards and interpretations in issue but not yet effective
At the date of authorisation of these consolidated financial statements, the following Standards and Interpretations were 
in issue but not yet effective:

Standards and Interpretations Effective for annual  
periods beginning  
on or after

IAS 1 Presentation of Financial Statements (amended) 1 July 2012

IAS 12 Income Taxes (amended) 1 January 2012

IAS 19 Employee Benefits (amended) 1 January 2013

IAS 27 Consolidated and Separate Financial Statements (amended) 1 January 2013

IAS 28 Investments in Associates (amended) 1 January 2013

IAS 32 Financial Instruments: Presentation (amended) 1 January 2014

IFRS 1 First-time Adoption of International Financial Reporting Standards (amended) 1 July 2011

IFRS 7 Financial Instruments: Disclosures (amended) 1 July 2011

IFRS 9 Financial Instruments 1 January 2015

IFRS 10 Consolidated Financial Statements 1 January 2013

IFRS 11 Joint Arrangements 1 January 2013

IFRS 12 Disclosure of Interests in Other Entities 1 January 2013

IFRS 13 Fair Value Measurement 1 January 2013

IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine 1 January 2013

Management of the Group anticipates that all of the above standards and interpretations will be adopted in the Group’s 
consolidated financial statements for the respective periods. The impact of adoption of those standards and interpretations 

on the consolidated financial statements of future periods is currently being assessed by management.

3. SIGNIFICANT ACCOUNTING POLICIES

 Basis of consolidation

 ▸ Subsidiaries

The consolidated financial statements incorporate financial statements of the Company and its subsidiaries, from the date 
that control effectively commenced until the date that control effectively ceased. Control is achieved where the Company 
has power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.

Non-controlling interests in the net assets (excluding goodwill) of consolidated subsidiaries are identified separately from 
the Group’s equity therein. Non-controlling interests include interests at the date of the original business combination 
and non-controlling share of changes in net assets since the date of the combination. Total comprehensive income must 
be attributed to the interest of the Group and to the non-controlling interests even if this results in the non-controlling 
interests having a deficit balance.

Non-controlling interests may be initially measured either at fair value or at the non-controlling interests’ proportionate 
share of the recognised amounts of the acquiree’s identifiable net assets. The choice of measurement basis is made on a 
transaction-by-transaction basis.

All intra-group balances, transactions and any unrealised profits or losses arising from intra-group transactions are 
eliminated in full on consolidation.

Changes in the Group’s ownership interest in a subsidiary that do not result in the Group losing control are accounted for 
within the equity. 

When the Group loses control of a subsidiary it derecognises the assets and liabilities and related equity components of 
the former subsidiary. Any gain or loss is recognised in the consolidated income statement. Any investment retained in the 
former subsidiary is measured at its fair value at the date when control is lost.

 ▸ Associates

An associate is an entity over which the Group exercises significant influence, but not control, through participation in 
financing and operating policy decisions, in which it normally owns between 20% and 50% of the voting equity. Associates 
are equity accounted for from the date significant influence commenced until the date that significant influence effectively 
ceased.

Investments in associates are carried at cost, including goodwill, as adjusted for the Group’s share of post-acquisition 
changes in associate’s retained earnings and other movements in reserves. The carrying value of investments in associates 
is reviewed on a regular basis and if any impairment in value has occurred, it is written down in the period in which these 
circumstances are identified. The results of associates are equity accounted for based on their most recent financial 
statements. 

Losses of associates are recorded in the consolidated financial statements until the investment in such associates is written 
down to nil value. Thereafter losses are only accounted for to the extent that the Group is committed to provide financial 
support to such associates.

Profits and losses resulting from transactions with associates are eliminated to the extent of the Group’s interest in the 
relevant associates. When significant influence over an associate is lost, any investment retained in the former associate is 
stated at fair value, with any consequential gain or loss recognised in the consolidated income statement.

 ▸ Special purpose entities

Special purpose entities (“SPEs”) are those undertakings that are created to satisfy specific business needs of the Group and 
the Group has the right to the majority of benefits of SPE, or is exposed to risks associated with the activities of SPE. SPEs 
are consolidated in the same manner as subsidiaries.

 ▸ Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in a business 
combination is measured at fair value, which is calculated as the sum of fair values of the assets transferred by the Group, 
liabilities incurred by the Group to the former owners of the acquiree and the equity interests issued by the Group at the 
date of acquisition in exchange for control of the acquiree. 

Where an investment in a subsidiary or an associate is made, any excess of the sum of the consideration transferred, 
the amount of any non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity 
interest in the acquiree (if any) over the fair value of the identifiable assets acquired and the liabilities assumed at the 
acquisition date is recognised as goodwill. Goodwill in respect of subsidiaries is disclosed separately and goodwill relating 
to associates is included in the carrying value of the investment in associates. Goodwill is reviewed for impairment at least 
annually. If impairment has occurred, it is recognised in the consolidated income statement during the period in which the 
circumstances are identified and is not subsequently reversed.

If, after reassessment, the net amounts of the identifiable assets acquired and liabilities assumed at the acquisition date 
exceeds the sum of the consideration transferred, the amount of any non-controlling interests in the acquiree and the fair 
value of the acquirer’s previously held interest in the acquiree (if any), the excess is recognised in the consolidated income 
statement immediately as a bargain purchase gain. 

Acquisition-related costs are generally recognised in the consolidated income statement as incurred.

When a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is remeasured 
to fair value at the acquisition date and the resulting gain or loss, is recognised in the consolidated income statement. 
Amounts arising from interests in the acquiree prior to the acquisition date that have previously been recognised in other 
comprehensive income are reclassified to the consolidated income statement where such treatment would be appropriate 
if that interest were disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the 
combination occurs, the Group reports provisional amounts for the items for which the accounting is incomplete. 
Those provisional amounts are adjusted during the measurement period (a maximum of twelve months from the date 
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of acquisition), or additional assets or liabilities are recognised, to reflect new information obtained about facts and 
circumstances that existed at the acquisition date that, if known, would have affected the amounts recognised at that date.

 Assets held for sale
Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered through a 
sale transaction rather than through continuing use. This condition is regarded as met only when sale is highly probable 
within one year from the date of classification and the asset or disposal group is available for immediate sale in its present 
condition and management has committed to the sale.

Non-current assets and disposal groups classified as held for sale are measured at the lower of their previous carrying 
amount and fair value less costs to sell.

Assets held for sale and related liabilities are presented in the statement of financial position separately from other assets 
and liabilities. Comparative information related to assets held for sale is not amended in the consolidated statement of 
financial position for the prior period.

 Discontinued operations
Discontinued operations are disclosed when a component of the Group either has been disposed of during the reporting 
period, or is classified as held for sale at reporting date. This condition is regarded as met only when the disposal is highly 
probable within one year from the date of classification.

Comparative information related to the discontinued operations is amended in the consolidated income statement for the 
prior period.

 Functional and presentation currency
The individual financial statements of each Group entity are presented in its functional currency.

The Russian Rouble (“RUB”) is the functional currency of the Company and all foreign subsidiaries of the Group, except for the 
following subsidiaries operating with a significant degree of autonomy:

Subsidiary Functional currency

Norilsk Nickel Harjavalta Oy US Dollar

MPI Nickel Limited Australian Dollar

Norilsk Nickel Cawse Proprietary Limited Australian Dollar

Tati Nickel Mining Company Proprietary Limited Botswana Pula

Norilsk Nickel Africa Proprietary Limited South African Rand

The presentation currency of the consolidated financial statements of the Group is US Dollar (“USD”). Using USD as a 
presentation currency is common practice for global mining companies. In addition, USD is a more relevant presentation 
currency for international users of the consolidated financial statements of the Group.

The translation into presentation currency is made as follows:

▪ all assets and liabilities, both monetary and non-monetary, are translated at closing exchange rates at the dates of each 
statement of financial position presented;

▪ income and expense items are translated at the average exchange rates for the period, unless exchange rates fluctuate 
significantly during the period, in which case exchange rates at the date of transactions are used;

▪ all equity items are translated at the historical exchange rates;

▪ all resulting exchange differences are recognised as a separate component in other comprehensive income; and

▪ in the consolidated statement of cash flows, cash balances at beginning and end of each period presented are translated 
at exchange rates at the respective dates. All cash flows are translated at the average exchange rates for the periods 
presented. Resulting exchange differences are presented as effect of translation to presentation currency.

 Foreign currency transactions
Transactions in currencies other than the entity’s functional currency (foreign currencies) are recorded at the exchange 
rates prevailing at the date of transactions. All monetary assets and liabilities denominated in foreign currencies are 
translated at the exchange rates prevailing at each reporting date. Non-monetary items carried at historical cost are 
translated at the exchange rate prevailing at the date of transaction. Non-monetary items carried at fair value are 
translated at the exchange rate prevailing at the date on which the most recent fair value was determined. Exchange 
differences arising from changes in exchange rates are recognised in the consolidated income statement.

Exchange rates used in the preparation of the consolidated financial statements were as follows:

2011 2010

Russian Rouble/US Dollar

31 December 32.20 30.48

Average for the year ended 31 December 29.39 30.37

Botswana Pula/US Dollar

31 December 7.62 6.34

Average for the year ended 31 December 6.93 6.67

Australian Dollar/US Dollar

31 December 0.98 0.98

Average for the year ended 31 December 0.97 1.09

South African Rand/US Dollar

31 December 8.15 6.62

Average for the year ended 31 December 7.25 7.32

 Revenue recognition

 ▸ Metal sales revenue

Revenue from metal sales is recognised when the significant risks and rewards of ownership are transferred to the buyer 
and represents invoiced value of all joint products shipped to customers, net of value added tax. Revenues from sale of by-
products are netted-off against production costs.

Revenue from contracts that are entered into and continue to meet the Group’s expected sale requirements designated 
for that purpose at their inception, and are expected to be settled by physical delivery, are recognised in the consolidated 
financial statements as and when they are delivered.

Sales of certain metals are provisionally priced so that price is not settled until a predetermined future date based on the 
market price at that time. Revenue from these transactions is initially recognised at the current market price. Provisionally 
priced metal sales are marked to market at each reporting date using the forward price for the period equivalent to that 
outlined in the contract. This mark to market adjustment is recorded in revenue.

 ▸ Other revenue

Revenue from sale of goods, other than metals, is recognised when significant risks and rewards of ownership are 
transferred to the buyer in accordance with the shipping terms specified in the sales agreements.

Revenue from service contracts are recognised when the services are rendered and the outcome can be reliably measured.

 ▸ Dividends and interest income

Dividends from investments are recognised when the Group’s right to receive payment has been established. Interest 
income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable, 
which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to 
that asset’s net carrying amount.
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 Leases
Leases under which the Group assumes substantially all the risks and rewards of ownership are classified as finance leases. 
Assets subject to finance leases are capitalised as property, plant and equipment at  the lower of fair value or present value 
of future minimum lease payments at the date of acquisition, with the related lease obligation recognised at the same 
value. Assets held under finance leases are depreciated over their estimated economic useful lives or over the term of the 
lease, if shorter. If there is reasonable certainty that the lessee will obtain ownership at the end of the lease term, the period 
of expected use is useful life of the asset.

Finance lease payments are allocated using the effective interest rate method, between the lease finance cost, which is 
included in finance costs, and the capital repayment, which reduces the related lease obligation to the lessor.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating 
leases. Operating lease payments are recognised as an expense in the consolidated income statement on a straight-line 
basis over the lease term, except where another systematic basis is more representative of the time pattern in which 
economic benefits from the leased asset are consumed. Contingent rentals arising under operating leases are expensed in 
the period in which they are incurred.

 Finance costs
Finance costs mostly comprise interest expense on borrowings and unwinding of discount on decommissioning obligations.

Finance costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that 
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, 
until such time when the assets are substantially ready for their intended use or sale. 

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying 
assets is deducted from the borrowing costs eligible for capitalisation.

 Government grants
Government grants are recognised when there is reasonable assurance that the grant will be received and all conditions 
and requirements attaching to the grant will be met. 

Government grants related to assets are deducted from the cost of these assets in arriving at their carrying value.

 Employee benefits
Remuneration to employees in respect of services rendered during a reporting period is recognised as an expense in that 
period.

 ▸ Defined contribution plans

The Group contributes to the following major defined contribution plans:

▪ Pension Fund of the Russian Federation;

▪ Corporate pension option program; and 

▪ Shared accumulated pension plan.

The only obligation of the Group with respect to these and other defined contribution plans is to make specified 
contributions in the period in which they arise. These contributions are recognised in the consolidated income statement 
when employees have rendered services entitling them to the contribution.

 ▸ Defined benefit plan

At management’s discretion and within the established annual budgets, the Group admits employees, who have met 
certain criteria, into the Lifelong professional pension plan, which is retirement benefit plan. Under this plan a retired 
employee receives a monthly allowance equal to 200% of the Russian Federation state pension for the rest of his/her life. 

The Group’s liability recognised in the consolidated statement of financial position in respect of defined benefit plan 
represents present value of the defined benefit obligation at the statement of financial position date less fair value of 
the plan assets and adjustments for unrecognised actuarial gains or losses and past service costs. The defined benefit 
obligation is calculated using the projected unit credit method.

Actuarial gains and losses are recognised as income or expense when the cumulative unrecognised actuarial gains or losses 
for the plan exceed 10% of the higher of defined benefit obligation and the fair value of plan assets. The excess of cumulative 
actuarial gains or losses over 10% of the higher of defined benefit obligation and fair value of plan assets is recognised over 
the expected average remaining working lives of the employees participating in the plan.

Past service cost is recognised immediately in the consolidated income statement to the extent that the benefits have been 
vested; the remaining portion is amortised on the straight-line basis over  the period until the benefit becomes vested.

Plan assets are not available to the creditors of the Group, nor can they be distributed at the Group’s discretion. Fair value 
of plan assets is generally based on market price information and in case of quoted financial securities from publicly 
available sources of financial information. The amount of plan assets recognised in the consolidated financial statements is 
restricted to the sum of any past service costs not yet recognised and the present value of any economic benefits available 
to the Group in the form of refund from the plan or reductions in the future contributions to the plan.

 Share appreciation rights
The cost of cash-settled share appreciation rights is measured initially at fair value at the grant date using the Monte Carlo 
valuation model and accrued as expense. The fair value of these rights is determined taking into account any market and 
non-market based vesting conditions attached to the awards. The liability is subsequently remeasured at each reporting 
date and at settlement date to reflect the amount of anticipated or current awards expected to be vested by management. 
Any changes in the fair value of the liability are recognised in the consolidated income statement.

 Income tax expense
Income tax expense represents the sum of the tax currently payable and deferred tax.

Income tax is recognised as an expense or income in the consolidated income statement, except when it relates to items 
recognised directly in other comprehensive income, in which case the tax is also recognised directly in other comprehensive 
income. Where current or deferred tax arises from the initial accounting for a business combination, the tax effect is 
included in the accounting for the business combination.

 ▸ Current tax

Current tax is based on taxable profit for the year. Taxable profit differs from profit for the year as reported in the 
consolidated income statement because it excludes items of income or expense that are taxable or deductible in other years 
and it further excludes items that are never taxable or deductible. The Group’s liability for current tax is calculated using tax 
rates that have been enacted or substantively enacted by the statement of financial position date.

 ▸ Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the financial 
statements and the corresponding tax bases used in computation of taxable profit. Deferred tax liabilities are recognised 
for all taxable temporary differences, and deferred tax assets are recognised for all deductible temporary differences to the 
extent that it is probable that taxable profits will be available against which those deductible temporary differences can be 
utilised. Such assets and liabilities are not recognised if temporary difference arises from goodwill or from initial recognition 
(other than in a business combination) of other assets and liabilities in a transaction that affects neither taxable profit nor 
accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries, 
joint ventures and associates, except where the Group is able to control the reversal of the temporary difference and 
it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets arising from 
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deductible temporary differences associated with such investments and interests are only recognised to the extent that it 
is probable that there will be sufficient taxable profits against which to utilise the benefits of the temporary differences and 
they are expected to reverse in the foreseeable future. 

The carrying amount of deferred tax assets is reviewed at each statement of financial position date and reduced to the 
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be 
recovered.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner 
in which the Group expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities. 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against 
current tax liabilities and when they relate to income taxes levied by the same taxation authority.

 Property, plant and equipment
 ▸ Mining assets

Mine development costs are capitalised and comprise expenditures directly related to:

▪ acquiring mining and exploration licenses;

▪ developing new mining operations;

▪ defining further mineralisation in existing ore bodies; and

▪ expanding capacity of a mine.

Mine development costs include interest capitalised during the construction period, when financed by borrowings.

Mine development costs are transferred to mining assets when a new mine reaches commercial production quantities.

Mining assets are recorded at cost less accumulated amortisation and impairment losses. Mining assets include cost of 
acquiring and developing mining properties, pre-production expenditure, mine infrastructure, mining and exploration 
licences and present value of future decommissioning costs. 

Amortisation of mining assets is charged from the date on which a new mine reaches commercial production quantities and is 
included in the cost of production. Mining assets are amortised on a straight-line basis over the lesser of their economic useful 
lives or the life of mine, varying from 2 to 34 years.

Mineral rights, mineral resources and ore reserves are recorded as assets when acquired as part of a business combination 
and are then amortised over the life of mine, which is based on estimated proven and probable ore reserves. Estimated proven 
and probable ore reserves reflect the economically recoverable quantities which can be legally recovered in the future from 
known mineral deposits and are determined by independent professional appraisers.

 ▸ Non-mining assets

Non-mining assets include metallurgical processing plants, buildings, infrastructure, machinery and equipment and other 
non-mining assets. Non-mining assets are stated at cost less accumulated depreciation and impairment losses.

Plant and equipment that process extracted ore are located near mining operations and amortised on  a straight-line basis 
over the lesser of their economic useful lives or the life of mine. Other non-mining assets are amortised on a straight-line basis 
over their economic useful lives. 

Depreciation is calculated over the following economic useful lives:

▪ plant, buildings and infrastructure   10 – 50 years

▪ machinery and equipment   4 – 11 years

▪ other non-mining assets    5 – 10 years  

 ▸ Capital construction-in-progress

Capital construction-in-progress comprises costs directly related to construction of buildings, processing plant, 
infrastructure, machinery and equipment. Cost also includes finance charges capitalised during construction period where 
such costs are financed by borrowings. Depreciation of these assets commences when the assets are put into production.

 Intangible assets, excluding goodwill
Intangible assets are recorded at cost less accumulated amortisation and impairment losses. Intangible assets mainly 
include patents, licences and software. 

Amortisation is charged on a straight-line basis over the following economic useful lives of these assets:

▪ Activox technology patent    indefinite useful life

▪ patents and licenses, except for Activox technology  2 – 10 years

▪ software      2 – 10 years

 Impairment of tangible and intangible assets, excluding goodwill
At each reporting date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether 
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount 
of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the 
recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which 
the asset belongs.

Recoverable amount is the higher of fair value less cost to sell and value-in-use. In assessing value-in-use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the 
time value of money and the risks specific to the asset, for which the estimates of the future cash flows have not been adjusted. 
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying 
amount of  the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised in the 
consolidated income statement immediately.

Where an impairment loss subsequently reversed, the carrying amount of the asset (or cash-generating unit) is increased to 
the revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the 
original carrying amount that would have been determined had no impairment loss been recognised in prior periods. A reversal 
of an impairment loss is recognised in the consolidated income statement immediately.

 Research and exploration expenditure
Research and exploration expenditure, including geophysical, topographical, geological and similar types of expenditure, 
is capitalised, if it is deemed that such expenditure will lead to an economically viable capital project, and begins to be 
amortised over the life of mine, when a mine reaches commercial production quantities. Otherwise it is expensed in the 
period in which it is incurred

Research and exploration expenditure written-off before development and construction starts is not subsequently 
capitalised, even if a commercial discovery subsequently occurs.

 Inventories

 ▸ Refined metals

Joint products, i.e. nickel, copper, palladium, platinum and gold, are measured at the lower of net cost of production or net 
realisable value. The net cost of production of joint products is determined as total production cost less net revenue from 
sales of by-products and valuation of by-product inventories on hand, allocated to each joint product in the ratio of their 
contribution to relative sales value, divided by the saleable mine output of each joint product.

By-products, i.e. cobalt, ruthenium, rhodium, iridium, silver and other minor metals, are measured at net realisable value, 
through a mark-to-market valuation.
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 ▸ Work-in-process

Work-in-progress includes all costs incurred in the normal course of business including direct material and direct labour 
costs and an allocation of production overheads, depreciation and amortisation and other costs, based on normal 
production capacity, incurred in bringing each product to its present condition. Specific condition of each item of work-in-
progress is determined with reference to its stage of processing.

 ▸ Stores and materials

Stores and materials consist of consumable stores and are valued at the weighted average cost less allowance for obsolete 
and slow-moving items.

 Financial assets
Financial assets are recognised when the Group has become a party to the contractual arrangement of the instrument and 
are initially measured at fair value, plus transaction costs, except for those financial assets classified as at fair value through 
profit or loss, which are initially measured at fair value. 

Financial assets are classified into the following specified categories:

▪ financial assets at fair value through profit or loss;

▪ held-to-maturity investments;

▪ available-for-sale financial assets; and 

▪ loans and receivables.  

The classification depends on the nature and purpose of the financial assets and is determined at the time of initial 
recognition.

 Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating interest 
income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts 
(including transaction costs and other premiums or discounts) through the expected life of the financial asset, or, where 
appropriate, a shorter period.

Income is recognised on an effective interest basis for debt securities other that those financial assets designated as at fair 
value through profit or loss.

 ▸ Financial assets at fair value through profit or loss

Financial assets are classified as at fair value through profit or loss where the financial asset is either held for trading or it is 
designated as at fair value through profit or loss.

A financial asset is classified as held for trading if:

▪ it has been acquired principally for the purpose of selling in the near future; or

▪ it is a part of an identified portfolio of financial instruments that the Group manages together and has a recent actual 
pattern of short-term profit-taking; or 

▪ it is a derivative that is not designated and effective as a hedging instrument.

Financial assets at fair value through profit or loss are stated at fair value, with any resultant gain or loss recognised in the 
consolidated income statement. The net gain or loss recognised in the consolidated income statement incorporates any 
dividend or interest earned on the financial asset. 

 ▸ Held-to-maturity investments

Promissory notes and debentures with fixed or determinable payments and fixed maturity dates that  the Group has 
the positive intent and ability to hold to maturity other than loans and receivables are classified as held-to-maturity 

investments. Held-to-maturity investments are recorded at amortised cost using the effective interest method less any 
allowance for impairment. 

Amortisation of discount or premium on the acquisition of a held-to-maturity investment is recognised in interest income 
over the term of the investment. Held-to-maturity investments are included in non-current assets, unless they mature 
within twelve months of the statement of financial position date.

 ▸ Available-for-sale financial assets

Available-for-sale financial assets mainly include investments in listed and unlisted shares.

Listed shares held by the Group that are traded in an active market are stated at their market value. Gains and losses arising 
from changes in fair value are recognised directly in other comprehensive income in the investments revaluation reserve 
with the exception of impairment losses, interest calculated using the effective interest method and foreign exchange gains 
and losses on monetary assets, which are recognised directly in the consolidated income statement. Where an investment 
is disposed of or is determined to be impaired, the cumulative gain or loss previously recognised in the investment 
revaluation reserve is included in the consolidated income statement for the period.

Investments in unlisted shares that do not have a quoted market price in an active market are recorded at management’s 
estimate of fair value.

 ▸ Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an active 
market are classified as loans and receivables. Loans and receivables are measured at amortised cost using the effective 
interest method, less any impairment. Interest income is recognised by applying the effective interest rate, except for 
short-term receivables when the recognition of interest would be immaterial.

 ▸ Impairment of financial assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment at each 
statement of financial position date. Financial assets are impaired where there is objective evidence that, as a result of 
one or more events that occurred after the initial recognition of the financial asset, the estimated future cash flows of the 
investment have been impacted. 

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired individually 
are subsequently assessed for impairment on a collective basis. 

Objective evidence of impairment for a portfolio of receivables could include the Group’s past experience of collecting 
payments, an increase in the number of delayed payments as well as observable changes in economic conditions that 
correlate with defaults on receivables.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s carrying 
amount and the present value of estimated future cash flows, discounted at the financial asset’s original effective interest 
rate. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the 
exception of trade receivables, where the carrying amount is reduced through the use of an allowance for impairment. 
When a trade receivable is considered uncollectible, it is written off against the allowance. Subsequent recoveries of 
amounts previously written off are credited against the allowance. Changes in the allowance are recognised in the 
consolidated income statement.

With the exception of available-for-sale debt and equity instruments, if, in a subsequent period, the amount of the 
impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment was 
recognised, the previously recognised impairment loss is reversed through the consolidated income statement to the 
extent that the carrying amount of the investment at the date the impairment is reversed does not exceed what the 
amortised cost would have been had the impairment not been recognised. 

When a decline in fair value of an available-for-sale investment has been recognised directly in other comprehensive 
income and there is objective evidence that investment is impaired, the cumulative loss that had been recognised directly 
in other comprehensive income is removed from other comprehensive income and recognised in the consolidated income 
statement even though the investment has not been derecognised. Impairment losses previously recognised through 
consolidated income statement are not reversed. Any increase in fair value subsequent to an impairment loss is recognised 
directly in other comprehensive income.
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 ▸ Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire; or 
it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If 
the Group neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the 
transferred asset, the Group recognises its retained interest in the asset and an associated liability for amounts it may have 
to pay. If the Group retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group 
continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds received.

 Financial liabilities
Financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs and subsequently 
measured at amortised cost using the effective interest method. 

 ▸ Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest 
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash 
payments through the expected life of the financial liability, or where appropriate, a shorter period.

 ▸ Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or they 
expire.

 Derivative financial instruments
The Group may use derivative financial instruments to manage its exposure to the risk of changes in metal prices. 

Derivative financial instruments are initially measured at fair value on the contract date, and are remeasured to fair value 
at subsequent reporting dates. The resulting gain or loss is recognised in the consolidated income statement immediately 
unless the derivative is designated as a cash flow hedge. 

The effective portion of changes in the fair value of derivative financial instruments that are designated as cash flow hedges 
is recognised directly in other comprehensive income. The ineffective portion of cash flow hedges is recognised in the 
consolidated income statement. Amounts deferred in other comprehensive income are recycled in the consolidated income 
statement in the periods when the hedged item is recognised in the consolidated income statement. However, when the 
forecast transaction that is hedged results in the recognition of a non-financial asset or a non-financial liability, the gains 
and losses previously deferred in other comprehensive income are transferred from other comprehensive income and 
included in the initial measurement of the cost of the asset or liability.

Hedge accounting is discontinued when the Group revokes the hedging relationship, the hedging instrument expires 
or is sold, terminated, or exercised, or no longer qualifies for hedge accounting. Any cumulative gain or loss deferred in 
other comprehensive income at that time remains in other comprehensive income and is recognised when the forecast 
transaction is ultimately recognised in the consolidated income statement. When a forecast transaction is no longer 
expected to occur, the cumulative gain or loss that was deferred in other comprehensive income is recognised immediately 
in the consolidated income statement.

 Compound financial instruments
The component parts of compound financial instruments issued by the Group are classified separately as financial liabilities 
and equity in accordance with the substance of the contractual arrangement. At the date of issue, the fair value of the 
liability component is estimated using the market interest rate for a similar non-convertible instrument. This amount 
is recorded on an amortised cost basis using the effective interest method until extinguished upon conversion or at the 
instrument’s maturity date. The equity component is determined by deducting the amount of the liability component from 
the fair value of the compound instrument as a whole. This is recognised and included in equity, net of income tax effects, 
and is not subsequently remeasured.

 Cash and cash equivalents
Cash and cash equivalents comprise cash balances, cash deposits and highly liquid investments with original maturities of 
three months or less, which are readily convertible to known amounts of cash and are subject to an insignificant risk of changes 
in value.

 Provisions
Provisions are recognised when the Group has a legal or constructive obligations as a result of a past event for which it is 
probable that an outflow of economic benefits will be required to settle the obligations, and the amount of the obligations 
can be reliably estimated.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at 
the statement of financial position date, taking into account the risks and uncertainties surrounding obligation. Where a 
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present 
value of those cash flows.

 Environmental obligations
Environmental obligations include decommissioning and land restoration costs.

Future decommissioning costs, discounted to net present value, are capitalised and the corresponding decommissioning 
obligations are raised as soon as the constructive obligation to incur such costs arises and the future decommissioning 
cost can be reliably estimated. Decommissioning assets are depleted over the life of mine. The unwinding of the 
decommissioning obligations is included in the consolidated income statement as finance costs. Decommissioning 
obligations are periodically reviewed in light of current laws and regulations, and adjustments are made as necessary.

Provision for land restoration, representing the cost of restoring land damage after the commencement of commercial 
production, is estimated at net present value of the expenditures expected to settle the obligation. Change in provision and 
unwinding of discount on land restoration are recognised in the consolidated income statement and included in the cost of 
production. Ongoing rehabilitation costs are expensed when incurred.
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4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCE OF  
 ESTIMATION UNCERTAINTY
Preparation of the consolidated financial statements in accordance with IFRS requires the Group’s management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements, and the reported amounts of revenues and expenses 
during the reporting period. The determination of estimates requires judgments which are based on historical experience, 
current and expected economic conditions, and all other available information. Actual results could differ from those 
estimates.

The most significant areas requiring the use of management estimates and assumptions relate to:

▪ useful economic lives of property, plant and equipment;

▪ impairment and reversal of impairment of assets, excluding goodwill;

▪ allowances;

▪ environmental obligations;

▪ defined benefit plan;

▪ share appreciation rights;

▪ income taxes; and

▪ contingencies.

 Useful economic lives of property, plant and equipment
The Group’s mining assets, classified within property, plant and equipment, are amortised on a straight-line basis over the 
lesser of their economic useful lives or the life of mine. When determining the life of a mine, assumptions that were valid at the 
time of estimation, may change when new information becomes available.

The factors that could affect the estimation of the life of mine include the following:

▪ changes in proven and probable ore reserves;

▪ the grade of mineral reserves varying significantly from time to time;

▪ differences between actual commodity prices and commodity price assumptions used in the estimation and 
classification of ore reserves;

▪ unforeseen operational issues at mine sites; and

▪ changes in capital, operating, mining, processing and reclamation costs, discount rates and foreign exchange rates could 
possibly adversely affect the economic viability of ore reserves.

Any of these changes could affect prospective amortisation of mining assets and their carrying value. Useful economic lives 
of non-mining property, plant and equipment is reviewed by management periodically. The review is based on the current 
condition of the assets and the estimated period during which they will continue to bring economic benefit to the Group.

 Impairment and reversal of impairment of assets, excluding goodwill
The Group reviews the carrying amounts of its tangible and intangible assets excluding goodwill to determine whether 
there is any indication that those assets are impaired or whether there is any indicator that an impairment loss recognised 
in previous periods may no longer exist or may have decreased. In making the assessment for impairment, assets that 
do not generate independent cash flows are allocated to an appropriate cash-generating unit. Management necessarily 
applies its judgment in allocating assets that do not generate independent cash flows to appropriate cash-generating 
units, and also in estimating the timing and value of the underlying cash flows within the value-in-use calculation. 
Subsequent changes to the cash-generating unit allocation or to the timing of cash flows could impact the carrying value of 
the respective assets.

 Allowances 
The Group creates allowance for doubtful debts to account for estimated losses resulting from the inability of customers 
to make the required payments. At 31 December 2011, the allowance for doubtful debts amounted to USD 61 million (2010: 
USD 40 million). When evaluating the adequacy of an allowance for doubtful debts, management bases its estimate on 
current overall economic conditions, ageing of the accounts receivable balances, historical write-off experience, customer 
creditworthiness and changes in payment terms. Changes in the economy, industry or specific customer conditions may 
require adjustments to the allowance for doubtful debts recorded in the consolidated financial statements.

The Group also creates an allowance for obsolete and slow-moving raw materials and spare parts. At 31 December 2011, 
the allowance for obsolete and slow-moving items amounted to USD 47 million (2010: USD 34 million). In addition, certain 
finished goods of the Group are carried at net realisable value. Estimates of net realisable value of inventories are based 
on the most reliable evidence available at the time the estimates are made. These estimates take into consideration 
fluctuations of price or cost directly relating to events occurring subsequent to the statement of financial position date to 

the extent that such events confirm conditions existing at the end of the period.

 Environmental obligations
The Group’s mining and exploration activities are subject to various environmental laws and regulations. The Group 
estimates environmental obligations based on management’s understanding of the current legal requirements in the 
various jurisdictions in which it operates, terms of the license agreements and internally generated engineering estimates. 
Provision is made, based on net present values, for decommissioning and land restoration costs as soon as the obligation 
arises. Actual costs incurred in future periods could differ materially from the amounts provided. Additionally, future 
changes to environmental laws and regulations, life of mine estimates and discount rates could affect the carrying amount 
of this provision.

 Defined benefit plan
The most significant assumptions used in estimation of defined benefit plan are the expected rate of return on plan assets, 
the discount rate, state pensions growth rate and mortality assumptions.

The overall expected rate of return on pension plans assets is calculated based on the expected long-term investment 
returns for each category of assets. 

The present value of the benefits is determined by discounting the estimated future cash outflows using interest rates of 
high-quality government bonds that have terms to maturity approximating to the terms of the related pension obligations.

 Share appreciation rights
The most significant assumptions used in estimation of the cost of share appreciation rights are expected prices of the 
Company’s share and risk-free interest rate.

Expected volatility is based on the historical volatility of return on the Company’s share.

The risk-free rates used in the valuation model are in line with the US Treasury bonds yield curve at  the valuation date.

 Income taxes
The Group is subject to income taxes in numerous jurisdictions. Significant judgment is required in determining the 
worldwide provision for income taxes due to the complexity of legislation. There are many transactions and calculations for 
which the ultimate tax determination is uncertain. The Group recognises liabilities for anticipated tax audit issues based 
on estimates of whether additional taxes will be due. Where the final tax outcome of these matters is different from the 
amounts that were initially recorded, such differences will impact the income tax and deferred tax provisions in the period 
in which such determination is made.

Deferred tax assets are reviewed at each statement of financial position date and reduced to the extent that it is no longer 
probable that sufficient taxable income will be available to allow all or part of the deferred tax asset to be utilised. The 
estimation of that probability includes judgments based on the expected performance.
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Various factors are considered to assess the probability of the future utilisation of deferred tax assets, including past 
operating results, operational plans, expiration of tax losses carried forward, and tax planning strategies. If actual results 
differ from these estimates or if these estimates must be adjusted in future periods, the financial position, results of 
operations and cash flows may be negatively affected.

 Contingencies
By their nature, contingencies will only be resolved when one or more future events occur or fail to occur. The assessment of 
such contingencies inherently involves the exercise of significant judgment and estimates of the outcome of future events.

5. SEGMENTAL INFORMATION
Operating segments are identified on the basis of internal reports on components of the Group that are reviewed by the 
General Director on a regular basis.

Operations of OJSC “Third Generation Company of the Wholesale Electricity Market” (“OGK-3”) and Stillwater Mining 
Company (“SWC”) were discontinued during the year ended 31 December 2010. The segmental information reported 
below does not include any amounts for these discontinued operations, which are described in more details in note 24. 
After operations of OGK-3 were discontinued, the energy and utility segment was removed and amounts remaining in this 
segment were reclassified to other operations.

Management has determined “Mining and metallurgy” segment, which includes mining and metallurgy operations located 
in Russia and abroad, as the only reportable segment.

Other operations, which do not qualify as separate reportable segments based on quantitative thresholds for the years 
ended 31 December 2011 and 2010, include energy and utility, transport and logistic services, research activities, repair and 
maintenance services.

The following tables present revenue, operating profit/(loss) and profit/(loss) for the year and other segmental information 
from continuing operations regarding the Group’s reportable segments for the years ended 31 December 2011 and 2010, 
respectively.

Year ended 31/12/2011 Mining and 
Metallurgy

Other Eliminations Total

Revenue from external customers 13,303 819 – 14,122

Inter-segment revenue 5 2,019 (2,024) –

Total revenue (continuing operations) 13,308 2,838 (2,024) 14,122

Operating profit/(loss) 6,315 (80) – 6,235 

Share of losses of associates (30) (3) – (33)

Profit/(loss) before income tax 5,745 (99) – 5,646 

Income tax expense (1,433) (27) – (1,460)

Profit/(loss) for the year (continuing operations) 4,312 (126) – 4,186

Other segmental information (continuing operations)

Capital expenditures 1,864 266 – 2,130 

Depreciation and amortisation 666 120 – 786 

Impairment of property, plant and equipment and 
intangible assets

243 – – 243 

Other non-cash expenses 209 54 – 263 

5. SEGMENTAL INFORMATION (CONTINUED)

Year ended 31/12/2011 Mining and 
Metallurgy

Other Eliminations Total

Revenue from external customers 12,139 636 – 12,775

Inter-segment revenue 8 1,287 (1,295) –

Total revenue (continuing operations) 12,147 1,923 (1,295) 12,775

Operating profit/(loss) 6,616 (64) – 6,552

Share of profits of associates 31 4 – 35

Profit before income tax 6,639 143 – 6,782

Income tax expense (1,510) (38) – (1,548)

Profit for the year (continuing operations) 5,129 105 – 5,234

Other segmental information (continuing operations)

Capital expenditures 996 250 – 1,246

Depreciation and amortisation 558 108 – 666

Impairment of property, plant and equipment 11 4 – 15

Other non-cash expenses 49 2 – 51

The following tables present assets and liabilities of the Group’s reportable segments at 31 December 2011 and 31 December 
2010, respectively.

Year ended 31/12/2011 Mining and 
Metallurgy

Other Eliminations Total

Investments in associates 347 60 – 407 

Segment assets 15,193 3,312 – 18,505 

Inter-segment assets and eliminations 1,572 653 (2,225) –

Total segment assets 17,112 4,025 (2,225) 18,912 

Segment liabilities 7,308 382 – 7,690 

Inter-segment liabilities and eliminations 653 1,572 (2,225) –

Total segment liabilities 7,961 1,954 (2,225) 7,690 

Year ended 31/12/2010

Investments in associates 456 59 – 515

Segment assets 17,454 3,124 – 20,578

Inter-segment assets and eliminations 1,487 94 (1,581) –

Total segment assets 19,397 3,277 (1,581) 21,093

Assets relating to OGK-3(classified as disposal 
group as at 31 December 2010)

– 2,816 – 2,816

Total assets 19,397 6,093 (1,581) 23,909

Segment liabilities 5,352 371 – 5,723

Inter-segment liabilities and eliminations 94 1,487 (1,581) –

Total segment liabilities 5,446 1,858 (1,581) 5,723

Liabilities relating to OGK-3 (classified as disposal 
group as at 31 December 2010)

– 212 – 212

Total liabilities 5,446 2,070 (1,581) 5,935
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5. SEGMENTAL INFORMATION (CONTINUED)
The Group’s information about its non-current assets (excluding those relating to operations, classified as disposal group 
and discontinued operations, and excluding financial and deferred tax assets) by geographical locations is detailed below.

31/12/2011 31/12/2010

Russian Federation 8,929 8,231

Africa 494 820

Australia 511 630

Europe 279 287

Total 10,213 9,968

6. METAL SALES
The Group’s metal sales to external customers are detailed below (based on external customers’ locations).

Year ended 31/12/2011 Total Nickel Copper Palladium Platinum Gold

Europe 7,263 3,523 1,978 990 624 148

Asia 3,021 2,015 198 538 270 –

North America 1,709 899 60 456 248 46

Russian Federation 1,300 274 1,022 1 3 –

Other 4 4 – – – –

13,297 6,715 3,258 1,985 1,145 194

Year ended 31/12/2010

Europe 6,801 3,547 2,012 688 466 88

Asia 2,649 1,796 204 342 307 –

North America 1,663 925 66 441 158 73

Russian Federation 1,008 186 659 8 155 –

Other 5 5 – – – –

12,126 6,459 2,941 1,479 1,086 161

7. COST OF METAL SALES

Year ended 
31/12/2011

Year ended 
31/12/2010

Cash operating costs

Labour 1,464 1,220

Expenses on acquisition of refined metal, PGM scrap and other semi-products 1,195 888

Consumables and spares 1,157 1,059

Outsourced third party services 558 610

Utilities 236 182

Tax directly attributable to cost of goods sold 172 169

Transportation expenses 149 171

Sundry costs 115 118

Less: sales of by-products (425) (425)

Total cash operating costs 4,621 3,992

Amortisation and depreciation 698 584

Increase in metal inventories (352) (353)

Total 4,967 4,223

8. SELLING AND DISTRIBUTION EXPENSES

Year ended 
31/12/2011

Year ended 
31/12/2010

Export customs duties 779 283

Transportation expenses 25 32

Labour 17 14

Other 7 14

Total 828 343

9. GENERAL AND ADMINISTRATIVE EXPENSES

Year ended 
31/12/2011

Year ended 
31/12/2010

Labour 467 419

Third party services 135 99

Taxes other than those directly attributable to cost of goods sold and income 
taxes

88 98

Amortisation and depreciation 29 23

Transportation expenses 19 15

Other 110 101

Total 848 755
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10. OTHER NET OPERATING EXPENSES

Year ended 
31/12/2011

Year ended 
31/12/2010

Social expenses 186 299

Change in allowance for doubtful debts 36 4

Change in provision for value added tax recoverable  (3) 14

Change in other provisions – (31)

Gain on disposal of investments in subsidiary (refer to note 24) – (49)

Other (44) (10)

Total 175 227

11. FINANCE COSTS

Year ended 
31/12/2011

Year ended 
31/12/2010

Interest expense on borrowings 96 87

Unwinding of discount on environmental obligations 46 36

Net periodic benefit expenses 7 8

Interest on obligations under finance leases 2 7

Total 151 138

12. (LOSS)/INCOME FROM INVESTMENTS, NET

Year ended 
31/12/2011

Year ended 
31/12/2010

Interest income on bank deposits 42 59

Realised gain on disposal of investments 10 258

Interest income on held-to-maturity investments 9 23

(Impairment)/reversal of impairment of loans advanced (152) 5

Other 12 6

Total (79) 351

13. INCOME TAX EXPENSE

Year ended 
31/12/2011

Year ended 
31/12/2010

Current income tax 

Current income tax charge on profit for the year 1,446 1,489

Adjustments in respect of current income tax of previous years – 26

Total current income tax expense 1,446 1,515

Deferred income tax 

Reversal of temporary differences (8) (18)

Change in provision for deferred tax assets 19 (3)

Recycled from equity to income 3 54

Total deferred tax expense 14 33

Total 1,460 1,548

A reconciliation of statutory income tax, calculated at the rate effective in the Russian Federation, the location of 
major production assets of the Group, to the amount of actual income tax expense recorded in the consolidated income 
statement is as follows:

Year ended 
31/12/2011

Year ended 
31/12/2010

Profit before tax from continuing operations 5,646 6,782

Loss before tax from discontinued operations (refer to note 24) (481) (2,151)

Profit before tax from continuing and discontinued operations 5,165 4,631

Income tax at statutory rate of 20% 1,033 926

Tax effect of permanent differences 288 103

Tax effect of permanent difference on disposal of subsidiary – 15

Unrecognized deferred tax asset on taxable losses 113 –

Previously unrecognised income tax expense attributable to disposal of 
subsidiary

68 –

Tax effect of impairment of goodwill – 234

Tax effect of impairment of investments in associates – 91

Change in provision for deferred tax assets 19 (3)

Effect of different tax rates of subsidiaries operating in other jurisdictions 12 113

Effect of change in income tax rate in Botswana 6 37

Adjustments in respect of current income tax of previous years – 26

Total 1,539 1,542

Income tax (expense)/benefit attributable to discontinued operations (refer to 
note 24)

(79) 6

Income tax expense attributable to continuing operations 1,460 1,548

The corporate income tax rates in other countries where the Group has a taxable presence vary from 0% to 39%.
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13. INCOME TAX EXPENSE (CONTINUED)

 Deferred tax balances

31/12/2010 Recognised 
in income 

statement

Recognised 
in other 
compre-
hensive 
income

Recycled 
from equity 

to income

Effect of 
translation to 
presentation 

currency

31/12/2011

Property, plant and equipment 660 (62) – – (22) 576

Intangible assets (5) – – – – (5)

Investment in associates and 
other financial assets

52 – (84) (3) 5 (30)

Trade and other receivables (9) (1) – – 1 (9)

Inventories 73 50 – – (10) 113

Unrealised profit on intra-group 
transactions

(32) 21 – – (3) (14)

Other assets (29) (7) – – 2 (34)

Loans and borrowings 4 9 – – (1) 12

Employee benefit obligations (45) (7) – – 4 (48)

Environmental obligations (87) (1) – – – (88)

Trade and other payables 19 (1) – – – 18

Income tax loss carried forward (48) (9) – – 2 (55)

Provision for deferred tax assets 90 19 – – (6) 103

Total 643 11 (84) (3) (28) 539

13. INCOME TAX EXPENSE (CONTINUED)

31/12/2009 Recognised 
in income 

statement

Recognised 
in income 

statement

Recycled 
from 

equity to 
income

Reclassified 
as held for 

sale

Effect of 
translation 
to presen-

tation 
currency

31/12/2010

Property, plant and 
equipment

847 (196) – – (5) 14 660

Intangible assets (4) (1) – – – – (5)

Investment in associates 
and other financial assets

59 2 45 (54) – – 52

Trade and other 
receivables

(10) 1 – – – – (9)

Inventories 50 15 – – 1 7 73

Unrealised profit on intra-
group transactions

(37) 4 – – – 1 (32)

Other assets (28) (1) – – – – (29)

Loans and borrowings 3 1 – – – – 4

Employee benefit 
obligations

(40) (5) – – – – (45)

Environmental 
obligations

(77) (4) – – – (6) (87)

Trade and other payables 22 (3) – – 3 (3) 19

Income tax loss carried 
forward

(57) 2 – – – 7 (48)

Provision for deferred tax 
assets 

94 (7) – – 4 (1) 90

Total 822 (192) 45 (54) 3 19 643

Certain deferred tax assets and liabilities have been offset to the extent they relate to taxes levied in the same jurisdiction 
and on the Group’s entities which can pay taxes on a consolidated basis. Deferred tax balances (after set-off) presented in 
the consolidated statement of financial position were as follows:

31/12/2011 31/12/2010

Deferred tax liability 651 729

Deferred tax asset (112) (86)

Net deferred tax liabilities 539 643
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13. INCOME TAX EXPENSE (CONTINUED)

 Unrecognised deferred tax assets
Deferred tax assets have not been recognised in respect of the following items:

31/12/2011 31/12/2010

Deductible temporary differences 75 315

Tax loss carry-forwards 518 160

Total 593 475

Deferred tax assets have not been recognised in respect of these items because it is not probable that future taxable profit 
will be available against which the Group can utilise the benefits therefrom. At 31 December 2011 and 2010, unrecognised 
deductible temporary differences primarily related to disposal of OGK-3 (refer to notes 24 and 25).

Tax losses expire in the following years:

31/12/2011 31/12/2010

Without expiry 181 140

2011 – –

2012 1 1

2013 2 2

2014 – –

2015 – –

2016 1 1

2017 2 3

2018 2 3

2019 6 6

2020 4 4

2021 319 –

Total 518 160

At 31 December 2011, the Group did not recognise a deferred tax liability in respect of taxable temporary differences of USD 
6,948 million (2010: USD 6,763 million) associated with investments in subsidiaries, because management believes that it 
is in a position to control the timing of reversal of such differences and has no intention to reverse them in the foreseeable 
future.

14. PROPERTY, PLANT AND EQUIPMENT

Mining 
assets 

and mine 
development 

cost

Non-mining assets Total

Buildings, 
structures and 

utilities

Machinery, 
equipment 

and 
transport

Other Capital 
construc-

tion-in-
progress

Cost

Balance at 1 January 2010 9,449 3,722 4,784 324 1,451 19,730

Additions 792 – – – 975 1,767

Transfers – 83 181 24 (288) –

Increase in decommissioning asset 37 6 – – – 43

Disposals (38) (8) (52) (4) (15) (117)

Disposed on disposal of 
subsidiaries (refer to note 24)

(566) (1) (1) (86) (3) (657)

Reclassified as held for sale (refer 
to note 25)

– (664) (1,017) (5) (985) (2,671)

Effect of translation to 
presentation currency

414 (18) 42 21 (6) 453

Balance at 31 December 2010 10,088 3,120 3,937 274 1,129 18,548

Additions 994 – – – 1,094 2,088

Reclassifications 257 (39) (116) – (102) –

Transfers – 106 534 12 (652) –

Decrease in decommissioning 
asset 

(105) (28) – – – (133)

Acquired on acquisition of 
subsidiaries

11 – – – – 11

Disposals (39) (20) (49) (4) (9) (121)

Effect of translation to 
presentation currency

(398) (164) (242) (14) (98) (916)

Balance at 31 December 2011 10,808 2,975 4,064 268 1,362 19,477

Accumulated depreciation and 
impairment

Balance at 1 January 2010 (5,494) (1,244) (1,722) (148) (105) (8,713)

Charge for the year (274) (175) (307) (19) – (775)

Eliminated on disposals 28 4 36 3 1 72

Disposed on disposal of 
subsidiaries (refer to note 24)

60 – – 15 – 75

Impairment loss1 (16) 1 2 (1) 6 (8)

Reclassified as held for sale (refer 
to note 25)

– 163 248 – – 411

Effect of translation to 
presentation currency

(386) 6 (53) (17) (7) (457)
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Mining 
assets 

and mine 
development 

cost

Non-mining assets Total

Buildings, 
structures and 

utilities

Machinery, 
equipment 

and 
transport

Other Capital 
construc-

tion-in-
progress

Balance at 31 December 2010 (6,082) (1,245) (1,796) (167) (105) (9,395)

Charge for the year (301) (137) (314) (13) – (765)

Reclassifications (77) 14 70 – (7) –

Eliminated on disposals 27 9 39 2 1 78

Impairment loss (99) 5 (21) (1) (2) (118)

Effect of translation to 
presentation currency

123 75 96 5 9 308

Balance at 31 December 2011 (6,409) (1,279) (1,926) (174) (104) (9,892)

Carrying value

31 December 2010 4,006 1,875 2,141 107 1,024 9,153

31 December 2011 4,399 1,696 2,138 94 1,258 9,585

1 Impairment loss excludes loss of USD 1,113 million on remeasurement to fair value less cost to sell (refer to note 25).

In 2011, the Group has assessed external and internal indicators in order to determine whether property, plant and 
equipment is impaired, or previously recognized impairment may no longer exist or may have decreased. Based on the 
assessment management has determined that estimated life of the mining operations in Botswana has decreased due 
to revised assessment of economically recoverable reserves and resources. As a result, the Group recognised impairment 
loss in respect of property, plant and equipment in the amount of USD 106 million, based on revised forecast discounted 
cashflows for this cash generating unit. There were no external or internal indicators of potential reversal of previously 
recognized impairment identified. Impairment loss in the amount of USD 12 million was recognised in respect of specific 
individual assets.

15. GOODWILL

31/12/2011 31/12/2010

Cost

Balance at beginning of the year 1,851 3,642

Reclassified as held for sale (refer to note 25) 1 – (1,776)

Effect of translation to presentation currency (1) (15)

Balance at end of the year 1,850 1,851

Accumulated impairment

Balance at beginning of the year (1,830) (2,442)

Reclassified as held for sale (refer to note 25)2 – 607

Effect of translation to presentation currency – 5

Balance at end of the year (1,830) (1,830)

Carrying value

Balance at beginning of the year 21 1,200

Balance at end of the year 20 21

1 Goodwill reclassified as held for sale excludes loss of USD 1,169 million on remeasurement to fair value less cost to sell (refer to note 25).

15.  GOODWILL (CONTINUED)

 Allocation of goodwill to separate cash-generating units
At 31 December 2011 and 2010, the carrying value of goodwill is allocated to segment Other Operations.

At 31 December 2011 and 2010, management reviewed carrying value of goodwill for impairment. As a result, no indicators 
of impairment loss were identified.

16. INTANGIBLE ASSETS

Patents and 
licences

Software Other Total

Cost

Balance at 1 January 2010 755 100 136 991

Additions 2 21 1 24

Disposals (6) (18) (23) (47)

Disposed on disposal of subsidiaries (refer to note 24) – – (103) (103)

Reclassified as held for sale (refer to note 25) (1) (5) – (6)

Effect of translation to presentation currency 108 (2) (1) 105

Balance at 31 December 2010 858 96 10 964

Additions 2 28 1 31

Disposals (2) (12) – (14)

Effect of translation to presentation currency (2) (7) (1) (10)

Balance at 31 December 2011 856 105 10 971

Accumulated amortisation and impairment

Balance at 1 January 2010 (642) (43) (102) (787)
Charge for the year (1) (16) (18) (35)

Eliminated on disposals 6 16 16 38

Disposed on disposal of subsidiaries (refer to note 24) – – 103 103

Reclassified as held for sale (refer to note 25) – 4 – 4

Effect of translation to presentation currency (92) – – (92)

Balance at 31 December 2010 (729) (39) (1) (769)

Charge for the year (1) (19) (1) (21)

Eliminated on disposals 1 9 – 10

Impairment loss (125) – – (125)

Effect of translation to presentation currency 1 5 – 6

Balance at 31 December 2011 (853) (44) (2) (899)

Carrying value

31 December 2010 129 57 9 195

31 December 2011 3 61 8 72

1 Amortisation charge excludes loss of USD 1 million on remeasurement to fair value less cost to sell (refer to note 25). 

Included in patents and licenses is the right to use a unique refining technology registered under the trade mark Activox. At 
31 December 2011, management reviewed the current value of Activox for impairment and recognised an impairment loss in 
the amount of USD 125 million to impair this right in full, due to inability to utilise this asset in the foreseeable future.
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17. INVESTMENTS IN ASSOCIATES

31/12/2011 31/12/2010

Balance at beginning of the year 515 880

Acquired during the year 2 –

Contribution into associate – 17

Share of post-acquisition (losses)/profits (33) 32

Reclassified from available-for-sale investments due to increase of ownership 7 –

Dividends received (1) (3)

Impairment loss – (457)

Effect of translation to presentation currency (83) 46

Balance at end of the year 407 515

The following is a summary of the financial information of associates:

31/12/2011 31/12/2010

Total assets 1,429 1,665

Total liabilities 628 592

Net assets 801 1,073

Group’s share of net assets of associates 407 515

Year ended 
31/12/2011

Year ended 
31/12/2010

Total revenue 796 580

Total (losses)/profits for the year (127) 60

Group’s share of (losses)/profits of associates (33) 32

 Movements during the year ended 31 December 2011
RUSIA Petroleum. On 18 March 2011, investments in Russia Petroleum, an associate of the Group, were disposed on 
disposal of OGK-3.

 Movements during the year ended 31 December 2010
RUSIA Petroleum. In 2010, TNK-BP, the majority shareholder of RUSIA Petroleum, demanded an immediate repayment 
of loans which it provided to RUSIA Petroleum, amounting to USD 379 million. Subsequently, the general director of 
RUSIA Petroleum filed for its bankruptcy due to inability to meet this demand. According to a court decision, a monitoring 
procedure was introduced at RUSIA Petroleum in June 2010 in accordance with the Russian law on bankruptcy. 

In October 2010, at a general creditors’ meeting of RUSIA Petroleum it was decided to proceed with the bankruptcy 
process to the receivership stage, the final stage of the bankruptcy process which eventually led to an auction sale of RUSIA 
Petroleum’s assets in early 2011. As at 31 December 2010 management has reviewed the potential recoverable amount 
of its investment in RUSIA Petroleum and recognised an impairment loss in the amount of USD 457 million to impair this 
investment in full.

Nkomati Nickel Mine. During the year ended 31 December 2010, the Group made contributions into equity of Nkomati 
Nickel Mine in the amount of USD 17 million.

18. OTHER FINANCIAL ASSETS

31/12/2011 31/12/2010

Non-current

Available-for-sale investments in securities 1,890 794

Available for sale investments in convertible notes 77 –

Loans issued and other receivable 24 54

Promissory notes held to maturity 22 23

Bank deposits 5 8

Derivative financial instruments – 2

Total non-current 2,018 881

Current

Bank deposits 110 366

Promissory notes and bonds held to maturity 38 136

Loans issued and other receivables 4 35

Derivative financial instruments 1 7

Available-for-sale investment in convertible notes – 93

Total current 153 637

 Available-for-sale investments in securities
Non-current available-for-sale investments in securities are primarily comprised of shares traded on the Russian stock 
exchanges, and include shares of OJSC “INTER RAO UES” received by the Group during the year ended 31 December 2011 
(refer to note 24).

 Available-for-sale investment in convertible notes
At 31 December 2011 and 2010, the Group held convertible notes issued by Stillwater Mining Company in the amount of USD 
77 million (2010: USD 93 million). Management of the Group has no intention to hold these convertible notes to maturity or 
convert them into shares of SWC. The Group used external inputs such as quoted prices for similar assets in active markets 
to determine the fair value of those convertible notes. 

 Bank deposits
Interest rate on long-term RUB-denominated deposits held in banks was 6.1% (2010: 6.1%) per annum.

Interest rates on short-term RUB-denominated deposits held in banks varied from 3.3% to 8.7% (2010: 4.5% to 10.5%) per 
annum.

 Loans given
During the year ended 31 December 2011, the Group provided a USD-denominated loans to an associate of the Group (refer 
to note 33), in the total amount of USD 152 million at interest rate of 4.4% per annum and with maturity dates varied from 11 
July 2012 till 21 March 2013.  The loan has been provided in full as of 31 December 2011 due to ongoing operating losses of the 
associate.

NOTES TO THE 
CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE YEAR 
ENDED 31 DECEMBER 2011



Norilsk Nickel / AnnuAl Review / 2011 
223

All EDGEs of succEss 

222

19. OTHER TAXES

31/12/2011 31/12/2010

Taxes receivable

Value added tax recoverable 616 456

Customs duties 110 71

Other taxes 16 6

742 533

Less: Allowance for value added tax recoverable (8) (12)

Total 734 521

Less: Non-current portion (18) (12)

Current taxes receivable 716 509

Taxes payable

Value added tax 83 63

Property tax 22 23

Insurance contributions to non-budget funds 13 9

Tax on mining 10 9

Provision for tax fines and penalties 2 2

Other 20 29

Total 150 135

20. INVENTORIES

31/12/2011 31/12/2010

Refined metals at net production cost 509 478

By-products at net realisable value 41 46

Work-in-process

at net production cost 1,107 917

at net realisable value 42 13

Total metal inventories 1,699 1,454

Stores and materials at cost 971 826

Less: Allowance for obsolete and slow-moving items (47) (34)

Net stores and materials 924 792

Total inventories 2,623 2,246

The cost of inventories recognised as an expense during the year in respect of continuing operations includes USD 14 million 
(2010: USD 4 million) of write-downs of inventory to the net realisable value, and has been reduced by USD 4 million (2010: 
USD 6 million) of the reversal of such write-downs. Previous write-downs have been reversed as a result of increased sales 
prices in commodity markets.

21. TRADE AND OTHER RECEIVABLES

31/12/2011 31/12/2010

Trade receivables for metal sales 909 1,035

Other receivables 184 180

1,093 1,215

Less: Allowance for doubtful debts (61) (40)

Total 1,032 1,175

In 2011 and 2010, the average credit period on metal sales varied from 0 to 30 days. Trade receivables are generally non-
interest bearing. The Group has fully provided for all trade receivables which were due in excess of 365 days based on 
historical experience that such receivables are generally not recoverable. Trade receivables that are past due for less than 
180 days are generally not provided for.

As of 31 December 2011, there were no material trade accounts receivable which were overdue or individually determined to 
be impaired.

The average credit period on sales of other products and services for the year ended 31 December 2011 was 25 days (2010: 
23 days). No interest was charged on these receivables. The Group has provided fully for all other receivables over 365 days 
based on historical experience that such receivables are generally not recoverable. Provision in respect of receivables that 
were less than 365 days old is determined based on past default experience.

The Group did not hold any collateral for accounts receivable balances.

Included in the Group’s other receivables at 31 December 2011, were debtors with a carrying value of USD 54 million 
(2010: USD 73 million) that were past due but not impaired. Management of the Group believes that these amounts are 
recoverable in full. 

Ageing of other receivables past due but not impaired was as follows:

31/12/2011 31/12/2010

Less than 180 days 46 44

180-365 days 8 29

54 73

Movement in the allowance for doubtful debts was as follows:

31/12/2011 31/12/2010

Balance at beginning of the year 40 57

Change in allowance 37 5

Accounts receivable written-off (12) (7)

Reclassified as held for sale – (15)

Effect of translation to presentation currency (4) –

Balance at end of the year 61 40

Included in allowance for doubtful debts is a specific allowance against other receivables of USD 39 million (2010: USD 31 
million) from entities placed into bankruptcy. The allowance represents the difference between the carrying amount of 
these receivables and the present value of the expected proceeds on liquidation. The Group did not hold collateral in respect 
of these balances.

NOTES TO THE 
CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE YEAR 
ENDED 31 DECEMBER 2011



Norilsk Nickel / AnnuAl Review / 2011 
225

All EDGEs of succEss 

224

22. ADVANCES PAID AND PREPAID EXPENSES

31/12/2011 31/12/2010

Advances paid 47 56

Prepaid insurance 24 40

Total 71 96

At 31 December 2011, advances paid were presented net of impairment of USD 2 million (2010: USD 3 million). During the year 
ended 31 December 2011, USD 1 million reversal of impairment loss (2010: no reversal of impairment loss) was recognised.

23. CASH AND CASH EQUIVALENTS

31/12/2011 31/12/2010

Current accounts  - foreign currencies 679 3,322

   - RUB 148 584

Bank deposits  - foreign currencies 365 661

  - RUB 164 7

Restricted cash and cash equivalents 270 830

Other cash and cash equivalents 1 1

Total 1,627 5,405

24. DISCONTINUED OPERATIONS AND DISPOSAL OF SUBSIDIARIES

 Disposal of Stillwater Mining Company 
On 13 December 2010, Norimet Ltd., a subsidiary of the Group, sold its interest in SWC, a subsidiary of the Group, in the 
secondary public offering for a cash consideration of USD 881 million net of underwriting and other professional fees 
directly associated with the transaction. 

 Disposal of OGK-3
On 28 December 2010, the Board of Directors of MMC Norilsk Nickel made a decision to exchange its 82.7% stake in OGK-3, 
a subsidiary of the Group, for shares of OJSC “INTER RAO UES” at the swap ratio of 35 shares of OJSC “INTER RAO UES” per 1 
share of OGK-3. At 31 December 2010, the fair value of 82.7% stake in OGK-3 was USD 2,142 million. The difference between 
the carrying value of net assets of OGK-3 and fair value of Group’s stake in OGK-3 in the amount of USD 2,284 million was 
recognised as a loss on remeasurement to fair value less cost to sell (refer to note 25).

On 18 March 2011, MMC Norilsk Nickel exchanged its OGK-3 shares into 13.6% stake in OJSC “INTER RAO UES” and ceased 
to consolidate OGK-3 from this date. After exchange of the Group’s interest in OGK-3 for shares of OJSC “INTER RAO UES” 
the Group’s ownership in OGK-3 reduced to nil and the Group’s ownership in OJSC “INTER RAO UES” increased to 14.2%. 
A further loss on remeasurement of the Group’s stake in OGK-3 was recognized during 2011 up to the date of the exchange 
transaction, amounting to USD 566 million.

24. DISCONTINUED OPERATIONS AND DISPOSAL OF SUBSIDIARIES  
 (CONTINUED)
The combined results of operations and net cash flows of OGK-3 and SWC are set out below:

Year ended 
31/12/2011

Year ended 
31/12/2010

Metal sales – 516

Other sales 423 1,239

Cost of metal sales – (422)

Cost of other sales (345) (1,186)

Selling, general and administrative expenses (12) (77)

Other net operating expenses 2 (27)

Finance cost – (13)

Income from investments, net 31 73

Foreign exchange loss, net (14) (71)

Share of post-acquisition losses and impairment of investments in associates – (460)

85 (428)

Income tax expense (11) (17)

74 (445)

Loss on remeasurement to fair value less cost to sell (566) (2,284)

Income tax benefit attributable to loss on remeasurement to fair value less cost 
to sell

– 223

Gain on revaluation of convertible notes – 13

Gain on disposal of Stillwater Mining Company – 548

Income tax expense attributable to disposal of subsidiary (68) (200)

Loss for the year from discontinued operations (560) (2,145)

Attributable to:

Shareholders of the parent company (572) (1,928)

Non-controlling interests 12 (217)

(560) (2,145)

Net cash (used in)/generated from operating activities (50) 238

Net cash generated from/(used in) investing activities 402 (1,907)

Net cash generated from financing activities – 1

Total 352 (1,668)
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24. DISCONTINUED OPERATIONS AND DISPOSAL OF SUBSIDIARIES  
 (CONTINUED) 

 Disposal of LLC «Kingashskaya GRK»
Management of the Group determined that the sale of LLC «Kingashskaya GRK» (“Kingashskaya”) does not constitute a 
discontinued operation.

On 15 November 2010, the Group sold its interest in Kingashskaya, a subsidiary of the Group, for a cash consideration of USD 
58 million. The carrying value of Kingashskaya net assets at the date of disposal amounted to USD 9 million.

At the dates of disposals aggregated net assets of OGK-3, SWC and Kingashskaya and (loss)/gain on disposal were as 
follows:

2011 2010

Property, plant and equipment 1,320 582

Intangible assets 2 –

Inventories 92 97

Trade and other receivables 276 16

Advances paid and prepaid expenses – 9

Other financial assets 875 195

Cash and cash equivalents 468 57

Assets classified as held for sale 28 –

Loans and borrowings – (179)

Employee benefit obligations (35) (15)

Environmental obligations (refer to note 30) – (22)

Trade and other payables (98) (39)

Other taxes payable (100) (15)

Net assets disposed of 2,828 686

Non-controlling interests (503) (328)

Option premium on convertible notes disposed on disposal of subsidiary – (16)

Investments revaluation reserve reclassified from equity to loss on disposal of 
subsidiary

(3) –

2,322 342

Fair value of shares received 1,756 –

Proceeds from disposal of subsidiary – 939

(Loss)/gain on remeasurement to fair value less cost to sell and gain on disposal before tax (566) 597

Tax thereon (68) (200)

(Loss)/gain on disposal after tax (634) 397

Proceeds from disposal of subsidiaries – 939

Less: Cash and cash equivalents disposed of (468) (57)

Plus: Transaction cost payable – 10

Net cash (outflow)/inflow from disposal of subsidiaries (468) 892

Loss on remeasurement to fair value less cost to sell of OGK-3 in the amount of USD 566 million was recognised as a part of 
losses for the year from discontinued operations.

Gain on disposal of Stillwater Mining Company in the amount of USD 548 million was recognised as a part of losses for 
the year from discontinued operations. Gain on disposal of Kingashskaya in the amount of USD 49 million was recognised 
within other net operating expenses.

25. ASSETS CLASSIFIED AS HELD FOR SALE
As described in note 24, in December 2010 the Board of Directors of MMC Norilsk Nickel made a decision to dispose of OGK-3 
shares. At 31 December 2010 the major classes of assets and liabilities classified as held for sale were as follows::

31/12/2010

Other financial assets 1,308

Property, plant and equipment (refer to note 14) 1,147

Trade and other  receivables 164

Cash and cash equivalents 106

Inventories 71

Deferred tax asset 3

Assets classified as held for sale 16

Intangible assets (refer to note 16) 1

Assets classified as held for sale 2,816

Trade and other payables (89)

Other taxes payable (95)

Employee benefit obligations (28)

Liabilities directly associated with assets classified as held for sale (212)

Net assets classified as held for sale 2,604

Included in other comprehensive income:

Investments revaluation reserve 3

Translation reserve (932)

Reserves of disposal group classified as held for sale (929)

At 31 December 2010 the fair value of 82.7% stake in OGK-3 (refer to note 24), was USD 2,142 million. The difference between 
carrying value of net assets of OGK-3 and fair value of Group’s stake in OGK-3 in the amount of USD 2,284 million was 
recognised as a loss on remeasurement to fair value less cost to sell. As a result of this remeasurement, non-controlling 
interest attributable to Group’s investment in OGK-3 at 31 December 2010 amounted to USD 463 million. The loss on 
remeasurement was firstly allocated to goodwill attributable to OGK-3 and then to non-current assets of OGK-3 on pro-
rata basis as follows:

 Year ended 
 31/12/2010

Goodwill 1,169

Property, plant and equipment 1,113

Intangible assets 1

Other assets 1

Total 2,284
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26. SHARE CAPITAL

 Authorised, issued and fully paid share capital

Number of 
shares

Outstanding 
balance

Ordinary shares at par value of RUB 1 each 190,627,747 8

Total 190,627,747 8

 Treasury shares

Number of 
shares

Outstanding 
balance

At 1 January 2010 16,289,304 2,719

4 January 2010: sales of shares from treasury stock (788,302) (88)

May 2010: income tax paid on transfer of treasury shares from Company to its 
subsidiaries

– 102

December 2010: sales of shares from treasury stock (8,482,977) (1,496)

At 31 December 2010 7,018,025 1,237

February – March 2011: sales of shares from treasury stock (6,881,662)) (1,540))

January – April 2011: buy back of shares 13,067,656 3,293

April – August 2011: buy back of shares 4,529,947 1,214

October-December 2011: buy back of shares 14,658,319 4,488

At 31 December 2011 32,392,285 8,692

On 8 October 2010, the Group entered into agreement to sell 84,829,774 of ADRs from treasury stock at USD 18 per ADR for 
a total consideration of USD 1,527 million. The transaction was completed in December 2010.

On 12 October 2010, the Group wrote a call option over 68,816,616 ADRs (6,881,662 treasury shares) from treasury stock 
and received for this contract a premium of USD 67 million, which was recognised within the share premium reserve in 
equity during the year ended 31 December 2010. The option had the exercise price of USD 18.1 per ADR and expiry period 
of 180 days. During the period from February through to March 2011, the option was exercised in full and 68,816,616 ADRs 
(6,881,662 treasury shares) were sold for a total consideration of USD 1,246 million.

As a result of announced voluntary buy-back of Company’s issued shares, Corbiere Holdings Limited (“Corbiere”), a 
subsidiary of the Group, acquired 13,067,656 of the Company’s shares by 4 April 2011, including those in the form of ADRs, for 
a cash consideration of USD 3,293 million.

During the period from 5 April through to 10 August 2011, Corbiere also acquired 4,529,947 of the Company’s shares including 
those in the form of ADRs, for a cash consideration of USD 1,214 million, including professional fees directly associated with 
this transaction.

On 27 September 2011, Norilsk Nickel Investments Ltd. («NN Investments»), a subsidiary of the Group, announced a 
voluntary buy-back of Company’s issued shares. By 31 December 2011, NN Investments acquired 14,658,319 of the Company’s 
shares, including those in the form of ADRs, for a cash consideration of USD 4,488 million, including professional fees 
directly associated with these transactions.

In October and November 2011 the Group entered into agreements with various financial institutions (“the Banks”) to 
dispose of 14,137,081 of the Group’s treasury shares. As part of these agreements, the Group has the right to repurchase the 
same number of shares from the Banks at a predetermined price within 12 months (“the Sale and Repurchase Agreements”). 
Amounts received from the Banks under the Sale and Repurchase Agreements have been recognized in the consolidated 
financial statements as short term loans secured by the Company’s treasury shares (refer to note 28).

26. SHARE CAPITAL (CONTINUED)
The Group intends to exercise its right to repurchase the treasury shares within duration of the Sale and Repurchase 
Agreements.

At 31 December 2011, the historical cost and fair value of treasury shares placed as collateral under the Sale and Repurchase 
Agreements amounted to USD 3,441 million and USD 2,174 million, respectively.

 ▸ Earnings per share

Year ended  
31/12/2011

Year ended 
 31/12/2010

Basic earnings per share (US Dollars per share):

From continuing operations 24.1 29.8

From discontinued operations (3.3) (11.0)

Total basic earnings per share (US Dollars per share) 20.8 18.8

Year ended 
 31/12/2011

Year ended 
 31/12/2010

Diluted earnings per share (US Dollars per share):

From continuing operations 24.1 29.8

From discontinued operations (3.3) (11.0)

Total diluted earnings per share (US Dollars per share) 20.8 18.8

The earnings and weighted average number of shares used in the calculation of basic and diluted earnings per share are as 
follows:

Year ended  
31/12/2011

Year ended  
31/12/2010

Earnings for the year attributable to shareholders of the parent company 3,604 3,298

Less: Loss for the year attributable to shareholders of the parent 
company  from discontinued operations

572 1,928

Earnings for the year attributable to shareholders of the parent company 
from continuing operations

4,176 5,226
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26. SHARE CAPITAL (CONTINUED)

Year ended  
31/12/2011

Year ended  
31/12/2010

Weighted average number of shares

Shares on issue at 1 January 190,627,747 190,627,747

Less: treasury shares at 1 January (7,018,025) (16,289,304)

Outstanding shares at 1 January 183,609,722 174,338,443

Effect of sale of shares from treasury stock in January 2010 – 781,823

Effect of sale of shares from treasury stock in December 2010 – 348,615

Effect on sales of shares from treasury stock February-March 2011 5,968,111 –

Effect on buy back of shares in January-April  2011 (12,002,004) –

Effect on buy back of shares in April-August 2011 (2,463,367) –

Effect on buy back of shares in October-December 2011 (1,945,930) –

Weighted average number of shares used in the calculation of basic earnings per share for the year 
ended 31 December

173,166,532 175,468,881

Effect of dilution resulting from call option 203,793 128,338

Weighted average number of shares used in the calculation of diluted earnings per share for the year 
ended 31 December

173,370,325 175,597,219

27. OTHER RESERVES

Option premium 
on convertible

 notes

Investments 
revaluation 

reserve

Hedging 
reserve

Revaluation 
surplus

Translation 
reserve

Total

Balance at 1 January 2010 16 417 (18) 43 (1,062) (604)

Increase in fair value of available-for-sale 
investments

– 218 – – – 218

Gain on cash flow hedge – – 4 – – 4

Realised gain on disposal of available-for-sale 
investments

– (217) – – (9) (226)

Effect of translation to presentation currency and 
translation of foreign operations

– – – – (26) (26)

Total comprehensive loss – 1 4 – (35) (30)

Reserves of disposal group classified as held for sale – (3) – – 932 929

Option premium on convertible notes disposed due 
to disposal of subsidiary (refer to note 24)

(16) – – – – (16)

Balance at 31 December 2010 – 415 (14) 43 (165) 279

Loss on cash flow hedge – – (6) – – (6)

Decrease in fair value of available-for-sale 
investments

– (390) – – – (390)

Realized gain on disposal of available-for-sale 
investments

– (9) – – 1 (8)

Effect of translation to presentation currency and 
translation of foreign operations

– – – – (723) (723)

Total comprehensive loss – (399) (6) – (722) (1,127)

Balance at 31 December 2011 – 16 (20) 43 (887) (848)

28. LOANS AND BORROWINGS

Currency Fixed or floating 
interest rate

Average nominal 
rate in 2011, %

Maturity 31/12/2011 31/12/2010

Loans secured by revenue USD floating 2.17% 2012-2016 1,781 1,498

Loans secured by treasury shares USD floating 3.01% 2012 1,087 –

Secured loans 2,868 1,498

USD floating 2.66% 2012-2019 1,204 495

USD fixed 4.15% 2012 300 264

RUB fixed 9.50% 2016 280 –

Other floating 8.90% 2012 26 53

Unsecured loans 1,810 812

Corporate Bonds RUB fixed 7.00% 2013 463 487

Total 5,141 2,797

Less: current portion due within twelve months and presented as short-term borrowings (2,741) (1,236)

Long-term loans and borrowings 2,400 1,561

The Group is obliged to comply with a number of restrictive financial and other covenants, including maintaining certain financial ratios and 
restrictions on pledging and disposal of certain assets.

29. EMPLOYEE BENEFIT OBLIGATIONS

31/12/2011 31/12/2010

Accrual for annual leave 220 210

Wages and salaries 136 134

Share appreciation rights 52 55

Defined benefit obligations 14 8

Other 7 8

Total obligations 429 415

Less: non-current obligations (56) (48)

Current obligations 373 367

 Defined benefit plans
Defined benefit plan liabilities/(assets) were as follows:

31/12/2011 31/12/2010

Present value of defined benefit obligations 107 122

Fair value of plans assets (50) (54)

Present value of unfunded obligations 57 68

Unrecognised actuarial losses (43) (60)

14 8
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29.  EMPLOYEE BENEFIT OBLIGATIONS (CONTINUED)
Net (benefit)/expense recognised in the consolidated income statement was as follows:

Year ended 
31/12/2011

Year ended 
31/12/2010

Current service costs – 1

Expected return on plans assets (5) (3)

Net actuarial loss recognised during the year 3 4

Interest expense 10 13

Total 8 15

Actual gains on plan assets (5) (2)

Movements in the fair value of plans assets were as follows:

31/12/2011 31/12/2010

Balance at beginning of the year 54 55

Contributions from the employer 1 4

Expected return on plan assets 5 3

Actuarial loss – (1)

Benefits paid (8) (7)

Effect of translation into presentation currency (2) –

Balance at the end of the year 50 54

Movements in the present value of the defined benefit obligations were as follows:

Lifelong 
professional 
pension plan

Other

Balance at 1 January 2010 141 14

Benefits paid (7) (1)

Current service cost – 1

Interest cost 12 1

Actuarial (gain)/loss (22) 2

Reclassified as held for sale – (17)

Effect of translation to presentation currency (2) –

Balance at 31 December 2010 122 –

Benefits paid (8) –

Interest cost 10 –

Actuarial gain (13) –

Effect of translation to presentation currency (4) –

Balance at 31 December 2011 107 –

29.  EMPLOYEE BENEFIT OBLIGATIONS (CONTINUED)
Starting from 2006, all of the Group’s pension plans are managed by a non-state Pension Fund 
“Norilsk Nickel”. Contributions from the Group to this Fund during the year ended 31 December 2011 amounted to USD 29 
million (2010: USD 20 million).

The major categories of pension plans assets and the expected rate of return at the balance sheet dates for each category 
were as follows:

Expected return Fair value of pension plans assets

31/12/2011 31/12/2010 31/12/2011 31/12/2010

Equity instruments 11.4% 11.0% 39 28

Fixed income instruments 8.4% 8.0% 11 26

Weighted average expected return 10.7% 9.6% 50 54

The following tables summarise the present value of defined benefit obligations and fair value of the pension plans assets 
and experience adjustments for them for the current year and previous four annual periods:

31/12/2011 31/12/2010 31/12/2009 31/12/2008 31/12/2007

Defined benefit obligations 107 122 155 224 240

Plans assets (50) (54) (55) (118) (148)

Deficit 57 68 100 106 92

Experience adjustments on plans assets – 3 – (41) (1)

Experience adjustments on plans liabilities – (1) 18 (41) (70)

Key assumptions used in estimation of defined benefit obligations were as follows:

Year ended 
 31/12/2011

Year ended 
 31/12/2010

Discount rate 8.4% 8.0%

Expected rate of return on plans assets 10.7% 9.6%

Pre-retirement increases to capital accounts – –

Future salary increases – –

Future pension increases 6.9% 7.6%

Average life expectancy of members from the date of retirement 16 years 17 years

 Defined contribution plans
Amounts recognised within continuing operations in the consolidated income statement in respect of defined contribution 
plans were as follows: 

Year ended 
 31/12/2011

Year ended 
 31/12/2010

Pension Fund of the Russian Federation 299 202

Shared accumulated pension program 21 10

Other 5 6

Total 325 218
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29.  EMPLOYEE BENEFIT OBLIGATIONS (CONTINUED)

 Share appreciation rights 
 ▸ OJSC “MMC “Norilsk Nickel” long-term employee incentive plan

On 26 February 2009, the Group granted share appreciation rights (“SAR 1”) to key personnel of the Company that entitle 
them to a cash payment.  The amount of the cash payment to eligible employees is determined based on number of vested 
phantom shares and volume-weighted Company’s share price for the calendar quarter preceding vesting date. The program 
is divided into 5 stages and is effective until 30 November 2016.

 ▸ OJSC “MMC “Norilsk Nickel” long-term key management personnel compensation plan

On 7 April 2008, the Group granted share appreciation rights (“SAR 2”) to key management personnel of the Russian entities 
of the Group that entitle them to a cash payment. The amount of the cash payment to eligible employees was determined 
based on a number of vested phantom shares, the increase in the share price of the Company and the achievement of 
targeted excess of total shareholders return growth over total shareholders return growth of the companies comprising 
HSBC Index, between grant date and vesting dates. The expected future dividends were incorporated in the option fair 
value determination by adding them back to estimated weighted average price of the company at the corresponding point 
of time. The program is divided into 3 stages and was effective until 6 April 2011.

The compensation cost related to SARs and the corresponding liability, are set out in the table below:

SAR 1 SAR 2

Balance at 1 January 2010 39 4

Expense arising from SARs granted for the year 51 1

Effect of changes in fair value of SARs (3) 1

Forfeited during the year (4) (2)

Exercised during the year (30) (2)

Balance at 31 December 2010 53 2

Expense arising from SARs granted for the year 48 –

Effect of changes in fair value of SARs 1 –

Effect of change in terms of the program 6 –

Forfeited during the year (1) –

Exercised during the year (55) (2)

Balance at 31 December 2011 52 –

30. PROVISIONS
31/12/2011 31/12/2010

Current provisions

Other provisions 3 8

Total current provisions 3 8

Non-current provisions

Decommissioning obligations 544 662

Provision for social commitments 189 209

Provision for land restoration 19 15

Total non-current provisions 752 886

Total 755 894

Decommis-
sioning 

obligations

Provision 
for land 

restoration

Provision 
for social 

commitments 

Other 
provisions

Total

Balance at 1 January 2010 581 12 – 44 637

New obligations raised – – 209 – 209

Settlements during the year – – – (12) (12)

Change in estimate 43 (1) – (24) 18

Disposed on disposal of subsidiaries (refer to 
note 24)

(22) – – – (22)

Unwinding of discount 37 1 – 1 39

Effect of translation to presentation currency 23 3 – (1) 25

Balance at 31 December 2010 662 15 209 8 894

New obligations raised 1 – 12 – 13

Settlements during the year – – (31) (3) (34)

Change in estimate (134) (2) 9 (2) (129)

Unwinding of discount 44 2 8 – 54

Effect of translation to presentation currency (29) 4 (18) – (43)

Balance at 31 December 2011 544 19 189 3 755

 Environmental obligations 
During 2011 and 2010 years, the Group reassessed the estimate of decommissioning obligations for its operations 
in the Russian Federation due to changes in inflation, discount rates and expected mines closure dates. As a result, 
decommissioning obligations were recalculated and results were presented as change in estimate.

Key assumptions used in estimation of environmental obligations were as follows:

31/12/2011 31/12/2010

Discount rates 3.3% – 10.0% 3.3% – 9.2%

Expected closure date of mines up to 2045 up to 2047

Expected inflation over the period from 2011 to 2014 5.0% – 5.9% 6.0% – 8.8%

Expected inflation over the period from 2015 onwards 4.7% 5.8%
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30. PROVISIONS (CONTINUED)
Present value of expected cost to be incurred for settlement of environmental obligations was as follows:

31/12/2011 31/12/2010

Due from second to fifth year 271 111

Due from sixth to tenth year 87 249

Due from eleventh to fifteenth year 129 56

Due from sixteenth to twentieth year 65 238

Due thereafter 11 23

Total 563 677

 Social commitments
In 2010 the Group entered into several multilateral agreements with the Government of the Russian Federation, the 
Krasnoyarsk Regional Government and the Norilsk Municipal Authorities for construction of schools and other items of 
social infrastructure in Norilsk and Dudinka, and resettlement of families currently residing in these cities to other Russian 
regions with more favourable living conditions during 2012–2020. The provision represents present value of the best 
estimate of the future outflow of economic benefits to settle these obligations.

31. TRADE AND OTHER PAYABLES
31/12/2011 31/12/2010

Financial liabilities

Trade payables 346 374

Payables for acquisition of property, plant and equipment 48 51

Other creditors 91 126

Total financial liabilities 485 551

Non-financial liabilities

Advances received 58 48

Total non-financial liabilities 58 48

Total 543 599

The maturity profile of the Group’s financial liabilities was as follows:

31/12/2011 31/12/2010

Due within one month 297 258

Due from one to three months 126 242

Due from three to twelve months 62 51

Total 485 551

32. DIVIDENDS
On 21 June 2011, the Company declared a final dividend in respect of the year ended 31 December 2010 in the amount of RUB 
180 (USD 6.39) per share. The total amount of USD 1,129 million, recognised in the consolidated financial statements, net of 
USD 89 million due to Group subsidiaries, was paid to the shareholders during August 2011.

33. RELATED PARTIES TRANSACTIONS AND OUTSTANDING BALANCES
Related parties are considered to include shareholders, associates and entities under common ownership and control of 
the Group’s major shareholders and key management personnel. The Company and its subsidiaries, in the ordinary course 
of their business, enter into various sale, purchase and service transactions with related parties. Transactions between the 
Company and its subsidiaries, which are related parties of the Company, have been eliminated on consolidation and are not 
disclosed in this note. Details of transactions between the Group and other related parties are disclosed below.

Transactions with  
related parties

Sale of goods and services Purchase of goods and services

Year ended 
31/12/2011

Year ended 
31/12/2010

Year ended 
31/12/2011

Year ended 
31/12/2010

Entities under common ownership and 
control of the Group’s major shareholders

6 14 51 49

Associates of the Group 32 11 362 314

Total 38 25 413 363

During 2011, the Group made contributions into equity of Nkomati Nickel Mine, associate of the Group, in the amount 
of USD nill million (2010: USD 17 million) according to the terms of the partnership agreement between the joint venture 
parties (refer to note 17).

During the year ended 31 December 2011, the Group provided a USD-denominated loans to an associate of the Group (refer 
to note 18) in the total amount of USD 152 million at interest rate of 4.4% per annum and with maturity dates varied from 
11 July 2012 till 21 March 2013. Due to unсertainty regarding the recoverability of these loans they were fully impaired at 31 
December 2011.

Outstanding balances  
with related parties

Accounts receivable, 
investments and cash

Accounts payable, loans and 
borrowings received

31/12/2011 31/12/2010 31/12/2011 31/12/2010

Entities under common ownership and 
control of the Group’s major shareholders

6 12 1 3

Associates of the Group 14 2 42 68

Total 20 14 43 71

 Terms and conditions of transactions with related parties
Sales to and purchases from related parties of electricity, heat energy and natural gas supply were made at prices 
established by the Federal Tariff Service, government regulator responsible for establishing and monitoring prices on the 
utility and telecommunication markets in the Russian Federation.
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 Compensation of key management personnel
Remuneration of key management personnel of the Group was as follows:

Year ended
31/12/2011

Year ended
31/12/2010

Salary and performance bonuses 64 65

Termination benefits – 4

Total 64 69

34. COMMITMENTS

 Capital commitments
At 31 December 2011, contractual capital commitments amounted to USD 1,564 million (2010: USD 775 million).

 Operating leases
The land in the Russian Federation on which the Group’s production facilities are located is owned by the state. The Group 
leases land through operating lease agreements, which expire in various years through 2033. According to the terms of 
lease agreements rent fees are revised annually by reference to an order issued by the relevant local authorities. The Group 
entities have a renewal option at the end of lease period and an option to buy land at any time, at a price established by the 
local authorities.

At 31 December 2011, the Group entered into twelve aircraft lease agreements (2010: five). The respective lease agreements 
have an average life of six-years with renewal option at the end of the term. There are no restrictions placed upon the lessee 
by entering into these agreements.

Future minimum lease payments due under non-cancellable operating lease agreements were as follows:

31/12/2011 31/12/2010

Due within one year 55 32

From one to five years 175 113

Thereafter 79 40

Total 309 185

 Social commitments
The Group contributes to mandatory and voluntary social programs and maintains social assets in the locations where it 
has its main operating facilities. The Group’s social assets as well as local social programs benefit the community at large 
and are not normally restricted to the Group’s employees. 

The Group’s commitments are funded from its own cash resources.

35. CONTINGENCIES

 Litigation
At 31 December 2011, unresolved tax litigation amounted to approximately USD 3 million  (2010: USD 18 million). 
Management believes that the risk of an unfavourable outcome of the litigation is possible.

In addition, the Group had a number of claims and litigations relating to sales and purchases of goods and services. 
Management believes that none of these claims, individually or in aggregate, will have a material adverse impact on the 
Group.

 Taxation contingencies in the Russian Federation
The Russian Federation currently has a number of laws related to various taxes imposed by both federal and regional 
governmental authorities.  Applicable taxes include VAT, corporate income tax, insurance contributions to non-budget 
funds, together with others. Tax declarations, together with other legal compliance areas (for example, customs and 
currency control matters), are subject to review and investigation by a number of authorities which are enabled by law to 
impose severe fines, penalties and interest charges. Generally, tax declarations remain open and subject to inspection for a 
period of three years following the tax year. 

While management believes that it has adequately provided for tax liabilities based on its interpretation of current and 
previous legislation, the risk remains that tax authorities in the Russian Federation could take differing positions with 
regard to interpretive issues. This uncertainty may expose the Group to additional taxation, fines and penalties.

 Potential tax exposures
The Group operates in different jurisdictions and its operations are subject to different tax regimes. Tax legislation in some 
jurisdictions is unclear, lacks established assessment practice, or may be subject to varying interpretations. There is a 
number of tax matters which are currently being enquired by relevant tax authorities. Management estimates that in case 
of adverse resolution of uncertainties in relation to such tax matters, the Group’s obligations as at 31 December 2011 may 
amount to USD 83 million (2010: USD 125 million). No provision has been recorded in these consolidated financial statements 
in relation to such exposures.

 Environmental matters
The Group is subject to extensive federal, state and local environmental controls and regulations in the countries in which 
it operates. The Group’s operations involve pollutant emissions to air and water objects as well as formation and disposal of 
production wastes.

The Group’s management believes that its mining and production technologies are in compliance with all current existing 
environmental legislation in the countries in which it operates. However, environmental laws and regulations continue to 
evolve. The Group is unable to predict the timing or extent to which those laws and regulations may change. Such change, if 
it occurs, may require that the Group modernise technology to meet more stringent standards.

 Russian Federation risk
As an emerging market, the Russian Federation does not possess a fully developed business and regulatory infrastructure 
including stable banking and judicial systems which would generally exist in a more mature market economy. The economy 
of the Russian Federation is characterised by a currency that is not freely convertible outside of the country, currency 
controls, low liquidity levels for debt and equity markets, and continuing inflation. As a result, operations in the Russian 
Federation involve risks that are not typically associated with those in more developed markets. Stability and success of 
Russian economy and the Group’s business mainly depends on the development of legal and political systems.

NOTES TO THE 
CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE YEAR 
ENDED 31 DECEMBER 2011



Norilsk Nickel / AnnuAl Review / 2011 
241

All EDGEs of succEss 

240

36. FINANCIAL RISK MANAGEMENT

 Capital risk management
The Group manages its capital structure in order to safeguard the Group’s ability to continue as a going concern and to 
maximise the return to shareholders through the optimisation of debt and equity balance.

The capital structure of the Group consists of debt, which includes long- and short-term borrowings, cash and cash 
equivalents and equity attributable to shareholders of the parent company, comprising issued capital, other reserves and 
retained earnings.

Management of the Group regularly reviews its gearing ratio, calculated as the proportion of net debt to equity to ensure 
that it is in line with the Group’s investment grade, international peers and current rating level requirements. 

The Group is subject to external capital requirements imposed by banks on certain loans, such as gearing ratio of not 
exceeding 75%. During 2011 the Group complied with external capital requirements. 

 Financial risk factors and risk management structure
In the normal course of its operations, the Group is exposed to a variety of financial risks: market risk (including interest 
rate and currency risk), credit risk and liquidity risk. The Group has in place risk management structure and control 
procedures to facilitate the measurement, evaluation and control of these exposures and related risk management 
activities.

Risk management is carried out by a financial risk management department, which is part of treasury function. The 
Group has adopted and documented policies covering specific areas, such as market risk management system, credit risk 
management system, liquidity risk management system and use of derivative financial instruments. 

 ▸ Interest rate risk

Interest rate risk is the risk that changes in interest rates will adversely impact the financial results of the Group. The 
Group’s interest rate risk arises from long- and short-term borrowings at floating rates. 

The Group performs thorough analysis of its interest rate risk exposure regularly. Various scenarios are simulated. Based on 
these scenarios, the Group is able to calculate the financial impact of an interest rate shift of 2 percentage points. The table 
below details the Group’s sensitivity to a 2 percentage points increase in those borrowings subject to a floating rate. The 
sensitivity analysis is prepared assuming that the amount of liabilities at floating rates outstanding at the balance sheet 
date was outstanding for the whole year.

LIBOR-impact

Year ended 
 31/12/2011

Year ended 
 31/12/2010

Loss 74 41

Management believes that the Group’s exposure to interest rate risk fluctuations does not require additional hedging 
activities.

36. FINANCIAL RISK MANAGEMENT (CONTINUED)

 ▸ Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument denominated in foreign currency will 
fluctuate because of changes in exchange rates.

The major part of the Group’s revenue and related trade accounts receivable is denominated in US dollars and therefore 
the Group is exposed primarily to USD currency risk. Foreign exchange risk arising from other currencies is assessed by 
management of the Group as immaterial.

The carrying amounts of monetary assets and liabilities denominated in foreign currencies other than functional currencies of 
the individual Group entities at 31 December 2011 and 2010 were as follows:

Assets Liabilities

31/12/2011 31/12/2010 31/12/2011 31/12/2010

USD 2,188 5,850 4,501 2,364

EURO 65 62 53 69

Other currencies 33 23 28 15

Total 2,286 5,935 4,582 2,448

Currency risk is monitored on a monthly basis utilising sensitivity analysis to assess if a risk for a potential loss is at an 
acceptable level. The Group calculates the financial impact of exchange rate fluctuations on USD-denominated monetary 
assets and liabilities in respect of Group entities with functional currency other than USD. 

The following table presents the increase/(decrease) of the Group’s profit before tax to a 20% strengthening of the 
functional currencies of the Group entities against USD. 

US Dollar – impact

31/12/2011 31/12/2010

USD/RUB 481 (669)

USD/BWP (18) (28)

USD/AUD (1) –

Management has assessed the Group’s exposure to currency risk to be at an acceptable level and thus no exchange rate hedges 
are used.

 ▸ Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss to the 
Group. Credit risk arises from cash and cash equivalents, deposits with banks as well as credit exposures to customers, 
including outstanding uncollateralised trade and other receivables. The Group’s exposure to credit risk is continuously 
monitored and controlled.

Prior to dealing with new counterparty, management assesses the credit worthiness of a potential customer or financial 
institution. Where the counterparty is rated by major independent credit-rating agencies, this rating is used to evaluate 
creditworthiness; otherwise it is evaluated using an analysis of the latest available financial statements of the counterparty 
and other publically available information.
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36. FINANCIAL RISK MANAGEMENT (CONTINUED) 
The balances of ten major counterparties are presented below. The banks have a minimum ВВВ credit rating.

Outstanding balance

31/12/2011 31/12/2010

Bank A 339 1,787

Bank B 297 1,131

Bank C 267 831

Bank D 123 484

Bank E 120 270

Total 1,146 4,503

Company A 300 292

Company B 56 134

Company C 44 81

Company D 37 48

Company E 29 40

Total 466 595

The Group is not economically dependent on a limited number of customers because majority of its products are highly 
liquid and traded on the world commodity markets. Metal and other sales to the Group’s customers are presented below:

Year ended 31/12/2011 Year ended 31/12/2010

Number of 
customers

Turnover, USD 
million

% Number of 
customers

Turnover, USD 
million

%

Largest customer 1 1,352 10 1 1,441 11

Next 9 largest customers 9 4,238 30 9 4,181 33

Total 10 5,590 40 10 5,622 44

Next 10 largest customers 10 1,752 12 10 1,631 13

Total 20 7,342 52 20 7,253 57

Remaining customers 6,780 48 5,522 43

Total 14,122 100 12,775 100

The Group believes that there is no significant concentration of credit risk.

The maximum exposure to credit risk for cash and cash equivalents, loans and trade and other receivables is as follows:

31/12/2011 31/12/2010

Cash and cash equivalents 1,627 5,405

Loans, trade and other receivables 1,120 1,423

Bank deposits 115 374

36. FINANCIAL RISK MANAGEMENT (CONTINUED) 

 ▸ Liquidity risk

Liquidity risk is the risk that the Group will not be able to settle all liabilities as they fall due. 

The Group has a well-developed liquidity risk management structure to exercise control over its short-, medium- and long-
term funding. The Group manages liquidity risk by maintaining adequate reserves, committed and uncommitted banking 
facilities and reserve borrowing facilities. Management continuously monitors rolling cash flow forecasts and performs 
analysis of maturity profiles of financial assets and liabilities, and undertakes detailed annual and quarterly budgeting 
procedures. 

Presented below is the maturity profile of the Group’s borrowings (maturity profiles for other liabilities presented in note 31) 
based on contractual undiscounted payments, including interest:
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31/12/2011

Total Due from 
one to 
three 

months

Due from 
three to 

twelve 
months

Due from 
three to 
twelve 

months

Due in 
the 

second 
year 

Due in 
the 

third 
year

Due in 
the 

fourth 
year

Due in 
the 

fifth 
year

Due 
there-

after

Fixed rate bank loans    and borrowings

Principal 1,043 – 300 16 530 66 66 65 –

Interest 147 6 10 44 48 30 7 2 –

1,190 6 310 60 578 96 73 67 –

Floating rate bank loans

Principal 4,098 9 617 1,799 312 450 451 382 78

Interest 213 10 20 75 47 33 21 6 1

4,311 19 637 1,874 359 483 472 388 79

Total 5,501 25 947 1,934 937 579 545 455 79

 
 
31/12/2010

Total Due from 
one to 
three 

months

Due from 
three to 

twelve 
months

Due from 
three to 
twelve 

months

Due in 
the 

second 
year 

Due in 
the 

third 
year

Due in 
the 

fourth 
year

Due in 
the 

fifth 
year

Due 
there-

after

Fixed rate bank loans     and borrowings

Principal 751 6 125 131 – 487 2 – –

Interest 91 3 7 27 34 20 – – –

842 9 132 158 34 507 2 – –

Floating rate bank loans

Principal 2,046 10 291 673 849 36 36 36 115

Interest 33 2 4 12 6 3 2 2 2

2,079 12 295 685 855 39 38 38 117

Total 2,921 21 427 843 889 546 40 38 117
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36. FINANCIAL RISK MANAGEMENT (CONTINUED) 
At 31 December 2011 and 2010, the Group had following financing facilities for the management of its day to day liquidity 
requirements:

31/12/2011 31/12/2010

Committed credit lines 2,645 2,255

Credit lines with expired commitments 681 –

Uncommitted credit lines 1,770 1,113

Bank overdraft facilities 443 410

Total borrowing facilities 5,539 3,778

Less: Outstanding letters of credit (235) (235)

Less: Bank guarantees received (37) –

Less: Obtained bank loans related to the above facilities (3,626) (2,255)

Net facilities available at the end of the year 1,641 1,288

37. FAIR VALUE OF FINANCIAL INSTRUMENTS
Management believes that the carrying value of financial instruments such as cash (refer to note 23), short-term accounts 
receivables (refer to note 21) and payables (refer to note 31), short-term loans given (refer to note 18), long-term available-
for-sale investments (refer to note 18) values of which were mainly determined with reference to quoted market prices, 
approximate their fair value.

Certain financial instruments such as long-term accounts receivable, long-term promissory notes receivable and finance 
leases obligations were excluded from fair value analysis either due to their insignificance or due to the fact that assets 
were acquired or liabilities assumed close to the reporting dates and management believes that their carrying value either 
approximates their fair value or may not significantly differ from each other.

At 31 December 2011, the fair value of short-term promissory notes receivable and bonds calculated based on the present 
value of future cash flows, discounted at the best management estimation of market rates, does not significantly differ 
from carrying value of these notes.

At 31 December 2011, the estimated fair value of convertible notes receivable (refer to note 18) was USD 77 million (2010: USD 
93 million). The Group used external inputs such as quoted prices for similar assets in active markets to determine the fair 
value of these convertible notes.

Presented below is information about loans and borrowings, whose carrying values differ from their fair values.

31/12/2011 31/12/2010

Carrying value Fair value Carrying value Fair value

Loans and borrowings, including:

Variable-rate loans and borrowings 4,098 4,092 2,046 2,022

Fixed-rate loans and borrowings 580 579 264 265

Corporate bonds 463 462 487 486

Total 5,141 5,133 2,797 2,773

37. FAIR VALUE OF FINANCIAL INSTRUMENTS (CONTINUED) 
The fair value of financial assets and liabilities presented in table above is determined as follows:

▪ the fair value of corporate bonds was determined based on market quotations existing at the reporting dates; 

▪ the fair value of variable-rate and fixed rate loans and borrowings at 31 December 2011, was calculated based on the 
present value of future cash flows (principal and interest), discounted at the best management estimation of market rates, 
taking into consideration currency of the loan, expected maturity and risks attributable to the individual borrower exists at 
the reporting date. The discount rates ranged from 1.29% to 4.75% for USD-denominated loans and borrowings (2010: from 
1.64% to 2.64%).

The following table provides an analysis of financial instruments that are measured subsequent to initial recognition at fair 
value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable.

▪ Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets 
or liabilities;

▪ Level 2 fair value measurement are those derived from inputs other than quoted prices included within Level 1 that are 
observable for the assets or liability, either directly or indirectly; and

▪ Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability 
that are not based on observable market data.

31/12/2011

Level 1 Level 2 Level 3 Total

Financial assets

Available-for-sale investments in securities 1,890 – – 1,890

Available-for-sale investment in convertible notes – 77 – 77

Derivative financial instruments – 1 – 1

Total 1,890 78 – 1,968

Financial liabilities

Derivative financial instruments – 2 – 2

Total – 2 – 2

31/12/2010

Level 1 Level 2 Level 3 Total

Financial assets

Available-for-sale investments in securities 794 – – 794

Available-for-sale investment in convertible notes – 93 – 93

Derivative financial instruments – 9 – 9

Total 794 102 – 896

38. EVENTS SUBSEQUENT TO THE REPORTING DATE
Board of Directors recommended the Annual General Meeting of Shareholders to approve dividend in respect of the year 
ended 31 December 2011 in the amount of RUB 196 per share (USD 6.25). 
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39. INVESTMENTS IN SIGNIFICANT SUBSIDIARIES AND ASSOCIATES

Subsidiaries by business  
segments Country Nature of business

Effective % held

31/12/2011 31/12/2010

Mining and metallurgy

OJSC “RAO “Norilsk Nickel” Russian Federation Investment holding 100.0 100.0

CJSC “Normetimpex” Russian Federation Distribution 100.0 100.0

OJSC “Kolskaya Mining and Metallurgical 
Company”

Russian Federation Mining 100.0 100.0

LLC “Institut Gypronickel” Russian Federation Science 100.0 100.0

OJSC “Norilsky Kombinat” Russian Federation Rental of equipment 100.0 100.0

OJSC “Kombinat “Severonickel” Russian Federation Rental of equipment 100.0 100.0

OJSC “Mining and Metallurgical Plant 
“Pechenganickel”

Russian Federation Rental of equipment 100.0 100.0

LLC “Norilskgeologiya” Russian Federation Geological works 100.0 100.0

LLC “GRK “Bystrinskoye” Russian Federation Mining 100.0 100.0

Norilsk Nickel (Asia) Limited China Distribution 100.0 100.0

Norimet Limited Great Britain Investment holding 100.0 100.0

Norilsk Nickel Europe Limited Great Britain Distribution 100.0 100.0

Norilsk Nickel Finance Luxembourg S.A. Luxembourg Financing 100.0 100.0

Norilsk Nickel Holding S.A. Switzerland Investment holding 100.0 100.0

Metal Trade Overseas S.A. Switzerland Distribution 100.0 100.0

Norilsk Nickel USA United States of America Distribution 100.0 100.0

Norilsk Nickel (Cyprus) Limited Cyprus Investment holding 100.0 100.0

Norilsk Nickel Harjavalta Oy Finland Metallurgy 100.0 100.0

Norilsk Nickel Finland Oy 1 Finland Investment holding – 100.0

Norilsk Nickel Cawse Pty Limited Australia Mining 100.0 100.0

MPI Nickel Limited Australia Mining 100.0 100.0

Norilsk Nickel Australia Pty Limited Australia Mining 100.0 100.0

Norilsk Process Technology Pty Limited Australia Science 100.0 100.0

Tati Nickel Mining Company Pty Limited Botswana Mining 85.0 85.0

Norilsk Nickel Africa Pty Limited Republic of  South Africa Mining 100.0 100.0

Other

OJSC “Taimyrgaz” Russian Federation Gas extraction 99.3 98.7

OJSC “Norilsko-Taimyrskaya Energeticheskaya 
Kompaniya”

Russian Federation Electricity production and 
distribution

100.0 100.0

OJSC “Taimyrenergo” Russian Federation Rental of equipment 100.0 100.0

OJSC “OGK-3” 2 Russian Federation Electricity production and 
distribution

– 82.7

OJSC “Enisey River Shipping Company” Russian Federation River shipping operations 54.0 54.0

OJSC “Arkhangelsk Sea Commercial Port” Russian Federation Sea port 74.8 74.8

LLC “Aeroport Norilsk” Russian Federation Airport 100.0 100.0

CJSC “Taimyrskaya Toplivnaya Kompaniya” Russian Federation Supplier of fuel 100.0 100.0

LLC “Norilsknickelremont” Russian Federation Repairs 100.0 100.0

LLC “UK “Zapolyarnaya stolitsa” Russian Federation Subcontractor in construction 100.0 100.0

LLC “Zapoliarnaya stroitelnaya companiya” Russian Federation Construction 100.0 100.0

LLC “Norilskyi obespechivaushyi complex” Russian Federation Production of spare parts 100.0 100.0

1 During 2011 Norilsk Nickel Finland Oy was acquired by Norilsk Nickel Harjavalta Oy.
2 At 31 December 2010 classified as asset held for sale (refer to note 25), disposed in 2011 (refer to note 24). 

39. INVESTMENTS IN SIGNIFICANT SUBSIDIARIES AND ASSOCIATES (CONTINUED)

Associates by business segments Country Nature of business

Effective % held

31/12/2011 31/12/2010

Mining and metallurgy

Nkomati Nickel Mine Republic of  South Africa Mining 50.0 50.0

Other

OJSC RUSIA Petroleum1 Russian Federation Gas extraction – 20.7

OJSC “Norilskgazprom” Russian Federation Gas extraction 29.4 29.4

OJSC “KTK” Russian Federation Steam and hot water production 50.0 50.0

1 At 31 December 2010 classified as asset held for sale (refer to note 25), disposed in 2011 (refer to note 17 and 24).
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APPENDICES

GloSSAry
Acid leaching Leaching using acids (acid solutions) as reagents.

ADR American Depositary Receipt; a security representing the right of 
ownership in the deposited securities of a foreign company, certified 
by receipts issued by a US depositary bank.

Anode Crude metal (nickel or copper) obtained from anode smelting and fed 
for electrolytic refining (electrolysis) whereby it is dissolved.

Cake Solid residue from pulp filtering received as a result of leaching of 
ores, concentrates or intermediate metallurgical products as well as 
the purification of technological solutions.

Cathode Pure metal (nickel or copper) obtained as a result of electrolytic 
refining of anodes.

Concentrate A product resulting from ore enrichment, with a high grade of 
extracted mineral. The concentrate is named after the prevailing 
metal (copper, nickel, etc.).

Concentration Artificial improvement in the mineral grades in the rock for 
metallurgic purposes by removing a major portion of waste rock not 
containing any beneficial minerals.

Conversion Autogenous pyrometallurgical process, where ferrous and other 
detrimental impurities are oxidised and removed as slag. The result of 
the conversion is blister copper (copper concentrate smelting) or high 
grade matte (copper and nickel concentrate smelting).

Cuprous ores Ores containing 20% to 70% sulfides. Mineralisation is as follows: 
nickel 0.2-2.5%, copper 1-15%, platinum group metals 5-50 g/t.

Deposit stripping Permanent mining that opens access to the entire mineral deposit 
from the surface or part of it, and precedes preparatory mining.

Dilution Contamination of a mineral resource with non-commercial grades 
and surrounding formations which leads to decreased content of a 
useful component in the mined material as compared to its original 
content. Dilution results in increased mining and transportation 
costs of the mineral resource, and deterioration of the technical and 
economic performance of enrichment plants. The level of dilution 
depends on the mode of occurrence, equipment used, development 
methods and mining work organisation. For ore deposits with 
favorable geological conditions the dilution factor may be up to 10%, 
and goes up to 35-40% for difficult occurrence positions.
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Disseminated ores Ores containing 5 to 30% sulfides, 0.2 to 1.5% nickel, 0.3 to 2% copper, 
2 to 10 g/t platinum group metals.

Drying Removal of moisture from concentrates, performed in designated 
drying furnaces (to a moisture level below 9%).

Electrolysis Physical-chemical process consisting of extraction at electrodes the 
components of dissolved substances through secondary reactions 
caused by the passage of an electric current through solution or 
electrolyte melt

Extracted ore Natural minerals containing metals or their compounds in 
economically valuable amounts and forms.

Filtration The process of reducing the moisture of the concentrates by moving 
liquids or gases through a porous medium.

Flash smelter An autogenous smelter for the processing of dry concentrates. 
Smelting occurs during the flow of crushed rock through a gas 
oxidiser (air, oxygen) which suspends particles of melted metal. 
The heat generated by the oxidising reaction is actively used in the 
process.

Flotation A process of concentration by selectively attaching air bubbles to 
mineral particles within pulp. Dry mineral particles do not attach 
well to the air bubbles and rise through the suspension to the top 
of the pulp, producing foam. The minerals that moisten well do not 
attach to the bubbles and remain in the pulp. In this way, the metals 
are separated.

Gas condensate Product produced from natural gas fields and representing a mixture 
of hydrocarbon liquids.

heap leaching Leaching is conducted at a specific artificial or natural sites with 
impermeable ground, by spraying piles (heaps) of ore with chemical 
solutions.

high-grade matte A metallurgical semi-product produced as a result of matte 
conversion. Depending on the chemical composition, the following 
types of high-grade matte are distinguished: copper, nickel and 
copper-nickel.

horizon All workings located along a specific layer and designated for mining. 

indicated mineral resources Resources representing that part of mineral resources from which 
tonnage, densities, shape, physical characteristics, grade and mineral 
content can be estimated with a reasonable level of confidence. 
It is based on exploration, sampling and testing information 
gathered through appropriate techniques from locations such as 
outcrops, trenches, pits, workings and drill holes. The locations are 
too widely or inappropriately spaced to confirm geological and/or 
grade continuity but are spaced closely enough for continuity to be 
assumed.

inferred mineral resources Resources representing that part of mineral resources from which 
tonnage, grade and mineral content can be estimated with a low 
level of confidence. It is inferred from geological evidence and 
assumed but not verified geological and/or grade continuity. It is 
based on information gathered through appropriate techniques from

leaching Selective dissolution of any or a number of components of the 
processed solid material in organic solvents or water solutions of 
inorganic substances.

Matte Intermediate product in the form of alloy of ore sulfides and non-
ferrous metals with varying chemical composition. Matte is the main 
product in which precious and auxiliary metals are accumulated.

Measured mineral resources Resources representing that part of mineral resources from which 
tonnage, densities, shape, physical characteristics, grade and 
mineral content can be estimated with a high level of confidence. It 
is based on detailed and reliable exploration, sampling and testing 
information gathered through appropriate techniques from locations 
such as outcrops, trenches, pits, workings and drill holes. The 
locations are spaced closely enough to confirm geological and/or 
grade continuity.

Metal extraction Ratio of the quantities of a component extracted from the original 
material to its quantity in the original material (as a percentage or 
fraction of an integer).

Metal grade Ratio of the amount of metal in the material and the total gross 
weight of the material, expressed as percentage or grams per tonne 
(g/t).

Mine A mining location for extraction of ores.

Mineral deposit A mass of naturally occurring mineral material near to the surface or 
deeper underground, which is suitable for economic use in terms of 
quantity, quality and conditions.
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Mineral resources A concentration or occurrence of material of intrinsic economic 
interest in or on the Earth’s crust in such form, quality and quantity 
that there are reasonable prospects for eventual economically viable 
extraction.

Mine workings The general term for parts of a mine or quarry that have been 
excavated during mining.

Open mining The process of extracting minerals by surface excavations.

Ore body Natural occurrence of ores linked to a certain structural and geologic 
element or a combination of such elements.

Ore mixture A mixture of materials in a certain proportion needed to achieve the 
required chemical composition in an end product. The metallurgical 
ore mixture may include ores, ore concentrates and agglomerates, 
return slag, dust from dust collecting units, metals (mostly in scrap).

Ore reserve The economically mineable part of a measured or indicated mineral 
resource. It includes diluting materials and allowances for losses, 
which may occur when the material is mined.

Oxide A compound of a chemical element with oxygen.

Probable ore reserves The economically mineable part of an indicated, and in some 
circumstances, a measured mineral resource. It includes diluting 
materials and allowances for losses which may occur when the 
material is mined.

Proven ore reserves Ore reserves that represent the economically mineable part of 
a measured mineral resource. It includes diluting materials and 
allowances for losses which may occur when the material is mined.

Pyrometallurgical processes Metallurgical processes performed at high temperatures. In 
accordance with the technological characteristics, the following 
types of pyrometallurgical processes are distinguished: roasting, 
smelting and conversion.

Refinement The process of extracting high purity precious metals through their 
separation and removing impurities.

Rich ores High-sulfide grade (over 70%) ores. Mineralisation is as follows: nickel 
– 2-5%, copper – 2-25%, platinum group metals – 5-100 g/t.

Roasting A process performed upon heating and keeping various materials 
(ores, concentrates and etc.) to eliminate light components and 
change the chemical composition of such material at temperatures 
enabling various chemical reactions between solid components of 
the processed material and gases and insufficient for the melting of 
solid components.

Slag Melted or solid substance with a varying composition covering the 
liquid product in the course of metallurgical processes (obtained from 
melting of ore mixture, processing of melted intermediate products 
and metal refining) and including waste rock, fluxing substances, 
fuel ash, sulfides and metal oxides, products of interaction between 
processed materials and lining of melting facilities.

Sludge Powder product containing precious metals precipitated during 
electrolysis of copper and other metals.

Smelting A pyrometallurgical process performed at temperatures enabling the 
complete melting of the processed metal.

Sulfides A compound of metals and sulphur.

Tailing storage A complex of hydraulic structures used to receive and store mineral 
waste/tailings.

Tailings Waste materials left over after concentration operations containing 
primarily waste rock with a minor amount of precious metals.

Thickening The separation of liquid (water) from solid particles within the 
dispersion systems (pulp, suspension or colloid) based on natural 
precipitation of solid particles under gravity in waste basins, 
thickeners and centrifugally in cyclones.

Underground (sub-surface) 
mining

A set of stripping, preparatory and sloped excavation works on a 
natural resource.

vanukov furnace An autogenous smelter for the processing of concentrates. Smelting 
is performed in a bath of liquid slag and matte which is intensively 
rabbled by a mixture of air and oxygen. The heat generated by the 
oxidizing reaction is actively used in the process.
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AbbrEviATionS 
AnD AcronymS

AUD Australian dollar

Company Open Joint-Stock Company Mining and Metallurgical Company 
Norilsk Nickel 

CUSiP Committee on Uniform Securities Identification Procedures 
–  Identification code assigned to securities issues in the US and 
Canada. 

DMS Dense Media Separation – technology for concentration in difficult 
environments

FCSM Federal Commission on Securities Markets

FFMS Federal Financial Markets Service

Group Open Joint-Stock Company Mining and Metallurgical Company 
Norilsk Nickel and its subsidiary companies

iFRS International Financial Reporting Standards

iOb International Order Book

London Stock Exchange market trading in the most liquid 
international securities

iSiN International Securities Identification Number

A unique 12-digit alphanumerical code to identify a security 
assigned by national numbering agencies.

iSO International Standardisation Organisation

JORC Code Australasian code for the reporting of reserves of ores and metals 
developed by the Australasian Institute for Mining and Metallurgy, 
the Australian Institute of Geoscientists and Australasian Joint Ore 
Reserves Committee.

MiCEx Moscow Interbank Currency Exchange

Micon Micon International Co Limited

MMC Mining and Metallurgical Company

MMC Norilsk Nickel Open Joint-Stock Company Mining and Metallurgical Company 
Norilsk Nickel

OGk Wholesale Generating Company

OTC MARkET Over the Counter Market (US)

PGM Platinum group metals in a complex or in any combination of 
platinum, palladium, rhodium, ruthenium, osmium and iridium

RAS Russian Accounting Standards

RTS Russian Trading System

SEC US Securities and Exchange Commission

SEDOl Stock Exchange Daily Official List

A 7 digit alphanumerical identification code assigned to all 
securities traded on the UK’s organised securities market.

SPC Stored Pyrrhotite Concentrate

TGk Territorial Generating Company

WbMS World Bureau of Metal Statistics
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Appendix 3

mEASurEmEnT uniTS 
convErSion

length Area Weight

1 kilometer 0.6214 miles 1 square 
meter 

10.7639 square 
feet

1 kilogram 2.2046 pounds

1 meter 3.2808 feet 1 square 
kilometer 

0.3861 square 
miles

1 metric tonne 1,000 
kilograms

1 centimeter 0.3937 inches 1 hectare 2.4710 acres 1 short ton 907.18 
kilograms

1 troy ounce  31.1035 grams

length Area Weight

1 mile 1.609344 
kilometers

1 square 
foot 

0.09290304 
square meters

1 pound 0.4535924 
kilograms

1 foot 0.3048 meters 1 square 
mile 

2.589988 square 
kilometers

1 gram 0.03215075 
troy ounces

1 inch 2.54 centimeters 1 acre 0.4046873 
hectares
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