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Safe HarbourSafe Harbour

This presentation contains certain forwardThis presentation contains certain forward--looking statements regarding the looking statements regarding the 
anticipated market evolution and future prospects of Severstal. anticipated market evolution and future prospects of Severstal. While these While these 
statements are based on the company's best estimates as of the dstatements are based on the company's best estimates as of the date hereof, the ate hereof, the 
actual results will vary due to market conditions, the action ofactual results will vary due to market conditions, the action of competitors, consumer competitors, consumer 
demand, steel prices, economic conditions and other factors.demand, steel prices, economic conditions and other factors.

Certain numbers in this presentation are based on nonCertain numbers in this presentation are based on non--audited financial statements. audited financial statements. 
The company makes no representation, direct or implied, that theThe company makes no representation, direct or implied, that these figures are true se figures are true 
and correct, and you should not rely on these numbers as having and correct, and you should not rely on these numbers as having been audited or been audited or 
otherwise independently verified. Certain numbers may be presentotherwise independently verified. Certain numbers may be presented differently once ed differently once 
audited, and the company takes no responsibility and accepts no audited, and the company takes no responsibility and accepts no liability for such liability for such 
changes and accepts no responsibility for providing the final auchanges and accepts no responsibility for providing the final audited financial dited financial 
statements to you once the audit has been completed.statements to you once the audit has been completed.
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IntroductionIntroduction

Second largest producer of flat steel products in Russia and Second largest producer of flat steel products in Russia and 5th largest 5th largest 
integrated steelintegrated steel--maker in the U.S.maker in the U.S.

First Russian steel company with upstream and downstream assets First Russian steel company with upstream and downstream assets in the USAin the USA

Supplies and transportation of iron ore, coal and limestone secuSupplies and transportation of iron ore, coal and limestone secured by affiliates red by affiliates 
in Russiain Russia

Advantageous geographical location:Advantageous geographical location:
close to the Baltic Sea ports and key customers in Central Russia

near Detroit close to automotive customers and raw material suppliers in North America

Increased focus on high quality auto steel and stripsIncreased focus on high quality auto steel and strips

Cohesive and highly experienced management teamCohesive and highly experienced management team

Increased focus on domestic and crossIncreased focus on domestic and cross--border consolidationborder consolidation
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Operating and financial highlightsOperating and financial highlights

Source: Severstal estimation

Annual steel production capacity of 14 million tonnes, includingAnnual steel production capacity of 14 million tonnes, including 3 million tonnes 3 million tonnes 
at Severstal North America (SNA)at Severstal North America (SNA)

2004 crude steel production of 10.4 million tonnes in Russia, a 2004 crude steel production of 10.4 million tonnes in Russia, a 5.5% growth over 5.5% growth over 
2003, and 12.8 million tonnes globally, a 29.1% addition to 20032003, and 12.8 million tonnes globally, a 29.1% addition to 2003

Robust revenue of $6,415 million in 2004E, doubling the previousRobust revenue of $6,415 million in 2004E, doubling the previous full year figurefull year figure

Supportive price environment propelled EBITDA to $2,376 million Supportive price environment propelled EBITDA to $2,376 million for 2004E for 2004E 
compared to $1,002 million in 2003 compared to $1,002 million in 2003 

Strong cash generation capability with 2003 and 2004E EBITDA marStrong cash generation capability with 2003 and 2004E EBITDA margins of gins of 
31.3% and 37.0% respectively31.3% and 37.0% respectively

127% increase in net profit for 2004E to $1,344 million 127% increase in net profit for 2004E to $1,344 million 

Solid balance sheet with a net debt of $200 millionSolid balance sheet with a net debt of $200 million
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Corporate and ownership structureCorporate and ownership structure
Corporate structureCorporate structure Ownership structureOwnership structure

Severstal
Investments, LLC

U.S. Holding Company

OAO ChSPZ

Metalware
Manufacturer

ZAO Severgal

JV with Arcelor

ZAO Izhorsky Tube
Factory

Large Diameter Pipes
Production

Severstal
Trade GmbH

Austrian Holding
Company

Severstal North
America, Inc.

Assets of Rouge Steel

Severstal
Export GmbH
Export Sales

Company

AS Severstallat

Baltic Sales and
Service Centre

OOO Severstalmash
Group

Holding Company

OOO SSM-
Tyazhmash

Heavy Machinery
Construction

OAO Metallurg-
remont

Repair and
Construction

OAO
Domnaremont

Repair

ZAO Firma
Stoik

Repair

OAO Metkombank

Banking

100.00% 100.00%

82.31%

74.99%

100.00% 99.80%

50.50%100.00%

100.00%78..80
%

100.00%

53.57
%

99..99
%

56.44%

Market Capitalisation: $5.6 billion*Market Capitalisation: $5.6 billion*

* As of 3  March 2005

6.50%

10.75%

82.75%

Alexei Mordashov

Management / Employees

Portfolio Investors

OAO OSPAZ

Metalware
Manufacturer

OOO Volgometiz

Metalware
Manufacturer

70.16%

100.00%
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Strategy reviewStrategy review

Strategic focus on domestic marketStrategic focus on domestic market
Margin sustainabilityMargin sustainability

Retain position of a low cost producerRetain position of a low cost producer
Higher cost business segments should Higher cost business segments should 
offer higher marginsoffer higher margins

Security Security of raw material supplyof raw material supply
Iron Ore: Karelsky Okatysh, OlkonIron Ore: Karelsky Okatysh, Olkon
Coal: Vorkutaugol, KuzbassugolCoal: Vorkutaugol, Kuzbassugol

Modernisation of production facilitiesModernisation of production facilities
Lower production costLower production cost
Maintain competitivenessMaintain competitiveness

Energy supply securityEnergy supply security
Add on internal power generation capacityAdd on internal power generation capacity

Industrial strategyIndustrial strategy Global strategyGlobal strategy

Driven by global industry Driven by global industry 
consolidation trends...consolidation trends...

Severstal longSeverstal long--term plans are to be term plans are to be 
one of the global playersone of the global players

Analysis of potential acquisition Analysis of potential acquisition 
targets based on:targets based on:

strategic rationalestrategic rationale
economic valueeconomic value

Ongoing cross boarder integration of Ongoing cross boarder integration of 
acquired assetsacquired assets

Severstal North AmericaSeverstal North America
LucchiniLucchini
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SNA overviewSNA overview

High quality flat carbon steel High quality flat carbon steel 
productsproducts

3 million tonnes of steel making 3 million tonnes of steel making 
capacity p.a.capacity p.a.

4 million tonnes of rolling capacity 4 million tonnes of rolling capacity 
p.a., incl.p.a., incl.

1.5 million tonnes of cold rolling1.5 million tonnes of cold rolling
0.6 million tonnes of galvanising 0.6 million tonnes of galvanising 
capacity through its share in JVscapacity through its share in JVs

2,400 employees (w/o JV)2,400 employees (w/o JV)

5th largest integrated steel5th largest integrated steel--maker in maker in 
the U.S.the U.S.
Facilities adjacent to Ford’s Facilities adjacent to Ford’s 
stamping and assembly operations stamping and assembly operations 
in Dearborn, Michiganin Dearborn, Michigan
MarketsMarkets

AutomotiveAutomotive
ConvertersConverters
Service centersService centers
Construction Construction 

4.8% domestic market share in flat 4.8% domestic market share in flat 
steelsteel
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SNA acquisition rationaleSNA acquisition rationale

Access to world class Access to world class 
technology and marketing technology and marketing 
expertiseexpertise
Access to the world’s largest Access to the world’s largest 
auto steel marketauto steel market

High quality assets at attractive High quality assets at attractive 
valuationvaluation
Strong order book Strong order book 
New collective bargaining New collective bargaining 
agreementagreement
Only spot investments requiredOnly spot investments required
Minimum legacy costsMinimum legacy costs
Industrial synergyIndustrial synergy

StrategicStrategic EconomicEconomic
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SNA highlightsSNA highlights

Turnaround in profitability...Turnaround in profitability...
EBITDA and Net Income back in the blackEBITDA and Net Income back in the black

...due to higher prices and successful cost cutting...due to higher prices and successful cost cutting
New labour contract savings of $50 mmNew labour contract savings of $50 mm
Process optimisation programme savings of $8 mmProcess optimisation programme savings of $8 mm

Equity more than doubled in 2004Equity more than doubled in 2004
New contract prices with automotive plants up to 25% higher for New contract prices with automotive plants up to 25% higher for the next the next 
1818--24 months24 months
Coke supply partially secured by JV with WheelingCoke supply partially secured by JV with Wheeling--PittsburghPittsburgh
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Stelco acquisition rationaleStelco acquisition rationale

Steel industry is undergoing a period of rapid, worldwide consolSteel industry is undergoing a period of rapid, worldwide consolidationidation
Stelco will witness a major strengthening of its operating paramStelco will witness a major strengthening of its operating parameters and eters and 
financial wherewithal by partnering with a large and resourcefulfinancial wherewithal by partnering with a large and resourceful group such as group such as 
SeverstalSeverstal
Excellent opportunity for meaningful synergies, particularly forExcellent opportunity for meaningful synergies, particularly for two important two important 
reasons:reasons:

A significant portion of the business of Stelco and SNA is in thA significant portion of the business of Stelco and SNA is in the automotive sectore automotive sector
Geographic synergy between the two companies, with SNA located iGeographic synergy between the two companies, with SNA located in Dearborn, Michigann Dearborn, Michigan

Severstal intends to establish a strong, longSeverstal intends to establish a strong, long--term partnership with Stelcoterm partnership with Stelco’’s s 
workforce in order to facilitate worldworkforce in order to facilitate world--class, competitive steel making facilities class, competitive steel making facilities 

SeverstalSeverstal prides itself on its excellent labor relationships, including tprides itself on its excellent labor relationships, including the relationship it has he relationship it has 
established at SNA with the United Auto Workersestablished at SNA with the United Auto Workers

SeverstalSeverstal enjoys excellent relationships with many of the Companyenjoys excellent relationships with many of the Company’’s customers, s customers, 
including General Motors and DaimlerChryslerincluding General Motors and DaimlerChrysler
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Strong results amidst supporting macro Strong results amidst supporting macro 
conditionsconditions

Domestic steel pricesDomestic steel prices Export steel pricesExport steel prices

Note: rebased to 100%
Source: Severstal

Note: rebased to 100%     Source: 
Severstal

Note: 2004 includes SNA    Source: Severstal 

Crude steel productionCrude steel production Sales growthSales growth

Note: 2004E includes SNA    Source: Severstal consolidated IFRS financial 
statements
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Consistent sales strategy...Consistent sales strategy...
Long-term focus on domestic marketLong-term focus on domestic market Long-term focus on value added productsLong-term focus on value added products

2003 export sales by geography2003 export sales by geography2003 domestic sales by industry2003 domestic sales by industry

Note: based on $ sales    Source: Severstal consolidated IFRS financial 
statements

Note: based on $ sales    Source: Severstal consolidated IFRS financial 
statements

Note: 1H2004 excludes SNA    Source: Severstal consolidated IFRS financial 
statements

Note: 1H2004 excludes SNA    Source: Severstal consolidated IFRS financial 
statements
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...translates into a compelling profitability story...translates into a compelling profitability story
00
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U
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Production vs EBITDA/tonneProduction vs EBITDA/tonne Production per employee  vs EBITDA margin, %Production per employee  vs EBITDA margin, %

00
0 
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nn

es

Note: 2004 excludes SNA
Source: Severstal consolidated IFRS financial statements, Severstal estimates

Balanced portfolio of termed and spot contracts locks in growingBalanced portfolio of termed and spot contracts locks in growing market upside but market upside but 
provides the floor in cycle turnsprovides the floor in cycle turns
Spectacular sales growth versus contained cost increase Spectacular sales growth versus contained cost increase 

1H2004 consumption of coke, lime and pig iron per tonne of steel1H2004 consumption of coke, lime and pig iron per tonne of steel down by 2.9%, 2.8% and 4.2% ydown by 2.9%, 2.8% and 4.2% y--oo--y, y, 
respectivelyrespectively
Number of employees down from 37,000 in 2002 to 36,570 at the enNumber of employees down from 37,000 in 2002 to 36,570 at the end of 2004d of 2004

Note: 2004 excludes SNA 
Source: Severstal consolidated IFRS financial statements, Severstal estimates
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