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production of

25.5 million tonnes
Contents

TMK supplies pipes with premium connections to the Rosneft Oil
Company for the development and operation of the Vankor field,
the primary source of crude oil for the Eastern Siberia-Pacific
Ocean (ESPO) pipeline.
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8.1. Human Resources and Social Policy

In 2010, following the financial crisis, TMK implemented a series of
measures to improve the efficient use of resources to achieve an optimal balance in the Company’s organizational structure, its number of
employees, staff costs and productivity growth. This was done to ensure the implementation of the Company’s key business objectives.

ate market level salaries are guaranteed, as well as the preservation
of basic social benefits. The Company is committed to increasing the
average pay of its employees based on the dynamics of productivity
growth. In 2010, wage growth in various businesses ranged from 1015% relative to the level in 2009

TMK employees

Wage dynamics

2008

2009

2010

48,941

46,013

46,273

% from 2007 level

44,086

42,100

41,850

European division

2,566

2,037

1,946

American division

2,289

1,876

2,477

In order to improve the performance indicators in 2010, new forms
of incentives were introduced at a number of the Company’s facilities to encourage employees to optimize costs. The American division has developed and implemented an incentive program whereby
payments to employees are based on their work performance. New
motivational provisions aimed at increasing sales are being used
successfully in a number of trading companies.
The Company aspires to use a unified approach to working
with employees in all countries and regions where it operates, taking the local context into account, focusing on staff development,
dissemination of best practices, development of managerial competencies and motivation of young professionals toward innovative
solutions to production problems. In 2010, an annual companywide contest called “Best Young Master of TMK” was held for the
first time, and implementation of a scientific and technical creativity program for youth was continued. Another scientific research
conference held by TMK provided an opportunity to identify the
most active and enterprising young people at the Company. The
best solutions presented in the conference papers are being implemented at TMK facilities.
TMK focuses on providing safe working conditions and ensuring the health of Company employees by solving the following
problems:

Total, as of 31 December, 2010

2008

2009

2010

134.8

141.5

162.0

including;
Russian division 3

3
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Russian division includes
employees, among others,
TMK-Kazakhstan,
TMK-Kaztrubprom,
TMK Africa, TMK Global and
TMK Middle East

Completion of the main stages in the modernization of TMK’s
facilities was accompanied by a series of measures for training and
retraining of personnel to work at modern metallurgical sites. In
2010, training costs amounted to U.S.$ 2.23 million. Particular attention was paid to the implementation of the Integrated Specialist
Training Program at TMK Trade House, which boosted the Company’s sales. The process of inter-plant cooperation received new
impulse, including exchange of knowledge between professionals
at TMK’s facilities in Russia, the United States and Romania.
Amid a challenging demographic situation and a lack of specialists in the labor market, preventive measures for staffing of the
production facilities were taken, and active cooperation with the
educational institutions on targeted training was carried out. The
main bases for training the Company’s specialists are the National
Research Technological University MISA and the Yeltsin Ural Federal University.
In the area of remuneration TMK’s facilities have largely overcome the effects of the global economic crisis: regular and appropri-
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● introduction of modern technologies and production processes
that eliminate occupational hazards and risks;
● reduction in the level of occupational injuries and harmful production factors;
● elimination of occupational diseases and maintaining the physical and mental health of workers at a high level;
● formation in the Company’s employees of a sense of personal
responsibility for complying with the rules of safe operation and
ability to predict dangerous situations.

TMK focuses on providing safe working conditions
and ensuring the health of Company employees
The Company’s production activities are regulated in strict accordance with the laws of the countries where it operates and with international laws. All plants are certified and audited annually for
compliance with the international standard Occupational Safety and
Health Management System OHSAS 18001:2007. Supervisory audits conducted in 2010 confirmed compliance with the requirements
of OHSAS 18001:2007.
The system of occupational health and safety is under constant control of plants’ administrations and trade union committees,
and upcoming events in this area are included in the collective bargaining agreement. In 2010, the Company sent 720 million rubles to
implement health and safety measures, purchase of personal protection equipment and compensation. As a result of improved working conditions at 1,207 jobs, there has been a 12% decrease in the
level of occupational sickness, and in some plants it has been completely eliminated.
TMK plants are actively cooperating with regional supervisory officials. Routine inspections and examination of dangerous
industrial sites are conducted, and actions designed to improve
the health and safety system are carried out. The following awards
were given to plants for strong performance in the area of health
and safety in 2010:
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● Seversky Tube works was declared the winner of the regional
stage of the national contest “Russian Organization of High Social Efficiency” in 2009 for the reduction of workplace injuries
and occupational sickness.
● Sinarsky Pipe Plant took second place in a competition for culture of
production and occupational safety among the organizations located in the Sverdlov Region in 2009 (by Sverdlov regional government
decree of May 24, 2010). The plant was also awarded a certificate
for second and third places in an occupational safety competition
among organizations Kamensk-Uralsky in 2009 in a group in the
group of companies employing more than 1,000 people.
● In April 2010, TAGMET received a letter of gratitude from the
Taganrog City Administration and the Center for Occupational
Safety for “Best Occupational Safety Organization” based on the
results of a city-wide seminar on “Safe Work-Everyone’s Right
2010” that was held among companies in the city.
● A number of TMK IPSCO facilities received local awards for best
occupational safety practices.
TMK’s social policy is based on the principles of maintaining a stable balance between the interests of the Company and its employees, compliance with national laws, human rights, elimination of all
forms of discrimination, and promotion of cooperation with trade
unions and social organizations at TMK facilities that is based on annually negotiated collective agreements and social programs.
At TMK’s facilities the following types of social support programs are carried out:
● Medical insurance, health care facilities; partial payment vouchers for spa facilities.
● Additional pension provisions and implementation of pension
schemes.
● Provision of benefits to employees and preferences concerning
lower production volumes.
● Programs to support the family members of Company employees.
Using the advanced experience of countries where the Company
operates and under programs offered by the Russian government,
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the Company has introduced trial corporate pension plans in the
Russian Federation, which has been a significant factor in improving staff performance and retention of highly qualified personnel.
The American division successfully operates a program that distributes benefits whereby employees are awarded annually with additional payments to their retirement accounts based on performance
achievements.
In 2010, new approaches were identified to solve the housing
problem for workers at TMK’s Russian plants through the implementation of low-rise construction programs. Construction of the first
cottage village is taking place at Seversky Tube Works. The Company will support “key” staff in acquiring housing.
2010 was the final year in the implementation of the HR policy 2006-2010, the results of which were reviewed and approved by
TMK’s Board of Directors. The Company has begun to develop a new
HR management strategy based on TMK’s medium-term strategic
goals.

Environmental Management
The purpose of TMK’s environmental policy is to create a sustainable,
responsible and competitive business, ensuring environmental safety
in a fast-growing industry. Management of environmental impact at the
Company is based on a systematic approach that meets the international standard ISO 14001:2004. The Environmental Management System
has been implemented at all of TMK’s production facilities, 10 of which
have been certified.
Environmental investments
At all TMK facilities, systematic work was conducted to reduce the environmental footprint on natural ecosystems. In its investment activities, the Company solves the problem of combining
the interests of economics and ecology. A priority of TMK’s Strategic
Investment Program is the phasing-out of obsolete equipment and
the transition to the best available technologies with high economic
and environmental performance.
In 2010, 11 environmental investment activities were implemented in the amount of U.S.$ 9.2 million related to the following
projects:
● developing production;
● reducing water consumption for technological needs through the
development of water recycling systems;
● reducing emissions of pollutants;
● improving the quality of wastewater.
The total costs of TMK’s environmental activities in 2010 were U.S.$
24.9 million.
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Emissions Control
TMK takes a balanced approach in its choice of modern technology
and gives priority to equipment that provides a high degree of industrial emissions purification. In recent years, specific emissions are
steadily trending downward due to the continuous modernization of
production; improvements in the efficiency of gas cleaning and annual repairs. Total emissions of the facilities do not exceed the established standards.
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Water Management
The main tasks in this area — reducing water consumption and a
gradually reducing the impact on water bodies — were solved in 2010
through the development of water recycling systems and improvement in the operational efficiency of existing treatment facilities. A
transition to the recycling of water is a prerequisite for the introduction of new production capacity, modernization and reconstruction.
A comprehensive and rational approach to the issue of water
use has allowed for reduced consumption of water for technological
needs from surface water bodies. The proportion of recycled water
and water reuse in 2010 reached 94.65%.

Specific
emissions of
pollutants by
TMK facilities,
kg/t production

2.6
2.49

2.46

2.4

2.2
2.13

TMK’s basic indicators on water consumption and wastewater
have improved in comparison with the previous year:
● water savings directed at production needs were 1.3 million cubic
meters;
● the volume of wastewater discharge into water bodies decreased
by 12.1%;
● entry of pollutants from sewage to water bodies fell by 8.8%;
● specific water consumption for industrial needs has decreased
by 41.4%.

2
2008

Specific water
consumption for
production,
m3/tonne

7.65

2009

2010

7.48

7

6

5
4.38
4

3
2008
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Waste Management
The Company’s system to manage waste from production aims to
implement practical actions to reduce waste generation, recycling, disposal and minimization of placement in the environment.
Waste management tasks
for 2010

Realization

Decrease waste volumes

The amount of waste to
be placed on own sites
decreased by 24.8%

Specific waste
generation,
kg/tonne
of production

250

253
232

200

Decrease in the amount of waste to The amount of waste sent
be stored and disposed of at special for disposal to third parties
sites
decreased by 31.5%
Processing of previously accumulated Processed 18.4% of
waste products, including metal
previously accumulated
waste
Increasing amounts of waste that is
recyclable, recycling and reuse as
a raw material in own plants and at
facilities of other industries

The amount of accumulated
waste has decreased by 1.2%

In 2010, expenditures on reclamation were 10.7 times higher than
they were in 2009, with 26.4 hectares of contaminated land being
reclaimed.
Payments from TMK facilities for negatively impacting the
environment decreased by 18% during the reporting period and
amounted to 27.7 million rubles.

182

150
2008

2009

2010

efficiency, as well as social importance, has led to a reduction in
greenhouse gas emissions. In 2010, project received a letter of approval letter from the Russian government, which allows it to employ an economic mechanism stipulated by Article 6 of the Kyoto
Protocol. Cash received from the sale of greenhouse gas emission
reductions will be fully channeled to further modernize production, as well as improve its environmental and energy efficiency.
The Company’s Romanian and American plants fully comply
with the requirements and obligations on greenhouse gas emissions
set by law.

International Standards and Initiatives
TMK supports and implements international initiatives and agreements on environmental protection. In its activities, the Company
takes into account the commitments made by Russia in ratifying
the UN Framework Convention on Climate Change. Implementation of the project “Reconstruction of Steelmaking at Seversky
Tube Works,” together with its high environmental and energy
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8.3. Quality Control

TMK strives to follow best global practice in management of business
processes. The Company operates and is continuously upgrading its
corporate quality management system, and TMK’s plants make use of
local systems of environmental management and occupational health
and safety that are certified and audited annually by recognized international certification bodies. All TMK tubular products comply with
the standards and technical requirements established by international, regional and national standardization organizations.
In 2010, TMK implemented the following projects in the area
of quality management:
Upgrading of the corporate quality management system:
● a new system for measuring corporate quality goals was developed and implemented;
● a method to evaluate the performance of the “Production Planning — Monitoring the Performance of Production Programs”
process was developed;
● the use of Six Sigma methodology was initiated in order to implement the principle of ISO 9001 «Continuous Improvement.»
A pilot project at Seversky Tube Works that was carried out by
specialists from TMK IPSCO has led, among other things, to a
reduction in defects in the production of 150 continuous cast
billets;
● a certifying audit for the compliance of the corporate quality
management system at TMK’s oilfield service facilities to the requirements of ISO 9001 was conducted;
● TMK-Kaztubprom passed a certification audit for the compliance of its quality management system and products to the requirements API Q1 and API 5CT specifications, and was licensed
according to the standards of API Spec 5CT for threaded connections and installing couplings on tubing. It also received a
certificate for the quality management system according to API
Spec Q1 for the provision of OCTG threading services.

New API standards were also implemented: at TAGMET, Sinarsky
Pipe Plant and Orsky Machine-Building Plant, API Spec 5DP was implemented to replace API Spec 5D and API Spec 7. Licenses have also
been obtained to use API monograms.
Making intra-company cooperation more effective: TAGMET,
Sinarsky and the American division, TMK IPSCO, have undertaken
joint work to give TMK IPSCO plants the rights to use alternative API
markings.
Certification of products according to EU directives: TMK-CPW
received PED 97/23/EG and AD-2000-W0 certification, and the right
to use CE markings for products manufactured according to DIN EN
10217-1 and DIN EN 10219-1 standards has also been granted.
Certification of products with Premium Connections: in 2010,
qualification testing of casing with TMK FMC premium connections
was successfully carried out at the TGRC pipe product research center at the China National Petroleum Corporation (CNPC). Based on the
test results a certificate of the TGRC Institute was received, which confirms the compliance of the TMK FMC thread’s operating characteristics with standard ISO 13679:2002, CAL II, which extends the opportunities for TMK to supply pipes with premium connections to Chinese
and other foreign oil companies that require compliance of tubular
products to this standard.
Certification of pipes for offshore projects: in January 2010 certification according to standard DNV-OS-F101 for subsea pipelines was
completed for large diameter pipes produced by Volzhsky Pipe Plant.
In early 2011, TMK’s the Company completed the process of certifying
longitudinally welded large diameter pipes made from Russian steel
and received a corresponding certificate of compliance with the DNVOS-F101 standard.

The corporate quality management system has included TMK
Oilfield Services and TMK-INOX, which have received certification
from Lloyd’s Register.
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8.4. Sponsorship and Charity

As an example of socially responsible behavior and in response to society’s demands of a modern business, TMK carries out
sponsorship and charity activities in all regions where it operates.

TMK’s charitable activities are traditionally carried
out in collaboration with nonprofit organizations
TMK pays particular attention to the development of sports in
Russia. In particular, since 2002, the Company has actively supported
the development of football in the Sverdlov Region and is a sponsor
of Ural Football Club in Ekaterinburg. Through years of cooperation
the club has all the necessary conditions for the preparation of the
team and coaching athletes. Currently, the Ural Football Club appears
in the Championship of Russia among clubs belonging to the Russian
National Football League and is a competitor for entry into the Russian Premier League. TMK also supports the Sinara mini-football club
in Ekaterinburg (in 2010 twice champion of Russia) and the Dinamo
Women's Handball Club in Volgograd, a six-time champion in Russia.
In Russia, TMK is implementing sponsorship programs not
only regionally but also at the federal level. TMK is involved in developing the Russian Olympic movement. The Company sponsors the
Olympic Support Foundation and the Federation of Ski-Jumping &
Nordic Combined of Russia.
TMK’s charitable activities are traditionally carried out in
collaboration with nonprofit organizations. For example, the Sinara
Charitable Foundation, which is under the trusteeship of TMK, carries out charitable programs in the Ural Federal District. In particular, the Foundation has traditionally held a grant competition for
projects aimed at solving social problems in the Sverdlov Region in
the areas of culture, education, health, environment and sports. In
addition, with the Company’s support, there is an organized competition for socially important programs and projects called “12 Civil
Initiatives of the Ural Federal District,” as well as an exhibition of social projects carried out in the region. In 2010, 24 nonprofit organizations received funding under the grant and provided targeted assistance to 70 beneficiaries.
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Also as part of the regional program “The Spiritual Center of
the Urals,” TMK supports activities to restore the monastery complex and the construction of the Verkhoturye Monastery Hospital at
the St. Nicholas Monastery (Verkhoturye, Sverdlov Region), where
not only residents of the city can come, but pilgrims from all over
Russia.
In 2010, TMK was a co-founder of the Prince Michael of Kent
Foundation, which is based in Russia and handles earmarked funding
for community service projects.
The Company’s American division, TMK IPSCO, offers various
forms of charitable support. Each production facility has a charity
committee, which provides assistance to local communities. In 2010,
approximately 100 organizations received direct support from TMK
IPSCO through these committees. TMK IPSCO also participates in
the charitable work of The United Way.
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