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EuroChem is a leading
vertically integrated nitrogen
and phosphate fertilizer
producer. Its mission is to
help the world grow the food,
feed, fibre and fuel needed to
sustain a growing population.
Visit our website
www.eurochem.ru

Meeting reporting standards
This report covers the calendar year 2012 and follows on from the 2011 report
‘Enabling the future’.
The content is defined with reference to our previous annual sustainability reports,
ongoing strategic business developments, changes in the external regulatory
environment and continued engagement with our stakeholders. This also helps us
to define the issues that are of material importance to the business. This approach
and the outcomes are covered in more detail within the report.
The report covers all current operating and developing sites. It takes account of the
activities of employees and contractors working at these sites as well as interactions
with local communities, government agencies, customers, suppliers and the other
key stakeholders as described.
The performance data includes that from the operations of new companies acquired
during 2012. Where possible we have presented data in relation to KPIs, for example,
per tonne of production, in order to provide some comparability where new capacity
has been added.
The data used in the report is derived from our own comprehensive management
information system and developed specifically for our business. Where conversion
factors have been used, these are stated here or in the data book published separately.
There has been no restatement of information in previous reports. The data
provided has been updated in line with 2012 performance, including that from
newly acquired companies.

If you’ve finished reading this report and no longer wish to
retain it, please pass it on to other interested readers,
return it to EuroChem or dispose of it in your recycled
paper waste. Thank you!
This report is available on www.eurochem.ru.
Designed and produced by The College
www.the-college.com
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This section outlines our business goals and
key economic strengths. It also describes
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and communities.
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Our company
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as well as management systems,
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sustainability achievements and plans for
the future.
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This section describes our approach
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investments, targets and performance.
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Economic
sustainability
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Economic sustainability

EuroChem is Russia’s largest mineral
fertilizer producer, aiming to be a top
five global company. We’re leading
on engagement, have an integrated
business model, an international
presence, and we’re committed
to sustainable growth.
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Leading on engagement
We believe that engagement is more than
controlling information flow from the
company. More importantly, it is about
listening and responding to all of our
stakeholders in Russia and internationally.
We have identified 13 distinct stakeholder groups each of whom has
their own key points of contact, priorities and modes of communication.
This we map and embed in our processes and systems to ensure
a regular two-way dialogue, offering a clear view on how we have
responded to their concerns and questions.

In 2012, EuroChem won ‘Russia’s Best
Companies’ award for its work on
sustainable reporting.
The award, for ‘Development of Non-Financial Reporting
in the Chemical Industry’ was presented by Alexander
Shokhin, President of the highly respected Russian
Union of Industrialists and Entrepreneurs (RUIE), and recognised
our progressive approach to stakeholder engagement and how
this engagement and associated performance is reflected in our
annual sustainability report. The annual “Russia’s Best
Companies” awards recognize businesses that are achieving
financial success and growth while demonstrating a commitment
to responsible and sustainable practices. A particular focus is on
those companies that invest in non-financial reporting, promote
the free flow of information and improve transparency and
dialogue with stakeholders.
For more about our stakeholder engagement
see page 28.

No.1

for transparency in
Russia’s chemical sector

Board members Keith Jackson, George
Cordona and Andrea Wine inspecting
melamine production at our Nevinnomysskiy
nitrogen plant in Russia in June 2012.

Sustainability Report 2012 EuroChem 3

Our company
Economic sustainability
Environmental responsibility

See page 47 for more about our
Safety Management Assessment.

Further information

EuroChem has identified and communicates
with 13 stakeholder groups. This allows us
to understand their concerns and respond
to their needs.

The interests and concerns of our
stakeholders are noted and help us to refine
our management processes and systems,
which are designed to meet international
standards. In 2012, DuPont Sustainable
Solutions undertook a Safety Management
Assessment at our Novomoskovskiy Azot
plant. The work of improving systems does
not stop and we continue to access all
processes in the light of incidents, new legal
requirements, new technologies and hazards
and issues raised by stakeholders.

Social responsibility

Learning
and improving
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Integrated business
Our investments in raw materials supply,
production capacity and efficiency,
management systems and distribution
infrastructure mean that we can control
our costs and ensure a long-term
sustainable approach to business growth.
This growth is underpinned by a commitment to investments in the
health, safety and personal development of our employees, a reduction
in process and product environmental impacts, and the improvement
of local infrastructure and community facilities.

See our vertically integrated value chain
on our website at www.eurochem.ru

Eric De Moor, manager at our
Antwerp NPK-plant, checking
final product before it goes to
the warehouse.
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F ramework agreements with the
government of Nevinnomysk and
Kingisepp (Russia) for ice arena
construction, as well as with the
government of Belorechensk (Russia)
and Kedainiai (Lithuania) for the
construction of sports complexes.
E xpansion of partnership with schools
and universities.
D
 evelopment of environmental
monitoring net around our assets.
For more about our community
investments see page 39.

Further information

3

C
 onstruction of new homes for 6,000
people and social infrastructure
development in the cities of Berezniki
and Kotelnikovo.

Social responsibility

Our investments focus on areas that are of
common interest to both our business and
local communities. These programmes are
aligned with and integrated into our strategic
planning. In 2012, these included:

Environmental responsibility

Integrated
investments
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International presence
We own and manage mining and production
assets as well as sales and distribution
operations in Belgium, Brazil, Latvia,
Lithuania, Kazakhstan, Switzerland,
Russia, Ukraine, and USA.
Our worldwide distribution network reaches over 1,000 customers in
102 countries. As the only fertilizer company in the world to combine
fully-owned mining, natural gas, production, logistics and global
distribution assets, we fully understand and work to international
standards for quality, production efficiency, environmental management,
health and safety, social responsibility and reporting.

>1,000

customers
in more than
100 countries

Find out more about our
distribution network on page 19.

The sustainability of EuroChem’s business relies on global fertilizer
demand and the effectiveness of our corporate governance. We actively
manage the growth of the company and constantly develop our corporate
governance system in line with international standards and best practice.
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ISO
9001

ISO
14001

OHSAS
18001

Responsible
Care

Cross-border
integration
The consolidation of EuroChem Antwerpen
and EuroChem Agro in 2012 marked our
first cross-boarder integration of Western
European assets into our predominantly
Russian portfolio.

Further information

We comply with a host of international
standards relating to our operations and
our products. Our corporate management
systems are certified to three key
international standards – ISO 9001 (quality),
ISO 14001 (environment) and OHSAS
18001 (occupational safety). We also
comply with the requirements of Responsible
Care, the chemical industry’s own
international programme to promote best
practice in health, safety and environmental
management. We are now working on a
major project to move from ‘compliance’ to
excellence in our health and safety systems.

Social responsibility

Meeting international
standards
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Sustainable growth
EuroChem is the largest fertilizer
manufacturer in Russia and one
of the top three in Europe.
With our vertically integrated business model and continued investment
in new resources such as potash, we aim to become a global top five
producer. As a consequence, we have designed governance structures
and management systems that are fit for a growth business and meet
international standards.
Our approach to sustainability is built around the three pillars of economic
performance, environmental stewardship and social responsibility.

bn
4.2
USD
is being invested in our facilities
between 2013-2017

Sustainable future
In May 2012 we launched Russia’s first
melamine production line after a RUB 10.5bn
investment at our Nevinnomysskiy Azot
nitrogen plant, which now has the capacity
to meet all of Russia’s domestic demand.
We have created 100 jobs and promote the
creation of environmentally friendly polymeric
compounds, of which melamine is a key
component. Our investment will also lead
to a significant reduction in the plant’s
emissions and effluent.
The Agro EuroChem acquisition, with its sales
offices in Germany, France, Spain, Italy, Greece,
Turkey, Mexico, China and Singapore, has enhanced
the company’s position in the world market.

For more about our melamine
plant see page 31.
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Economic sustainability

Environmental responsibility

Social responsibility

Further information
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Statement by
our Chairman
This, our eighth sustainability report, focuses
on economic performance, environmental
accountability and social responsibility.
It describes how these underpin our
business model, how we have identified issues
of importance and how we have approached
them with input from our stakeholders.
The report also describes our performance
against the goals that we have set.
“Our business is driven by the world’s
increasing need for food. The investments
we’ve made over the last ten years, and
what we plan to do for the next decade,
aim to help meet this growing challenge.
E uroChem stands out by its unmatched
organic growth potential. We have invested
in increasing the efficiency of our business
and expanding our product mix to build a
stable and resilient business.”
Andrey Melnichenko
Chairman

EuroChem’s goal is to become a global top
five fertilizer company within the next five
years, underpinned by significant investments
in our production and distribution capacity.
While this goal is ambitious, our plan is
sustainable, as it recognises the fundamental
importance of people and the environment.
We will therefore invest in reducing our
environmental footprint, creating more
educational partnerships, recruiting and
retaining excellent employees, becoming a
health and safety exemplar and generating
opportunities for communities.
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In 2011 EuroChem operated in 90 countries.
Following our international growth we are
now present in over 100 countries.

Sustainability encompasses
economic performance,
environmental management
and relationships with employees
and wider society.

1

T o ensure financial stability and shareholder
returns

2

T o meet and exceed our customers’
expectations

Economic sustainability

Sustainability is
a strategic issue

Our company

Global reach

>We take this ‘triple bottom line’

5

T o invest in new technologies, value added
products and vertical integration

6

9

T o maintain excellent working relationships
with all of our suppliers

T o recruit and retain effective, enthusiastic
and motivated employees

T o maintain excellent working relationships
with government agencies and local
authorities

4

7

10

T o reduce our environmental footprint

T o ensure that employees operate in the
most safe and healthy working environment

Social responsibility

8

T o promote and support sustainable
agriculture

3

Environmental responsibility

view and our strategy reflects
this through our
ten key priorities.

T o support and invest in local communities
adjacent to our key operational sites

Find out more on page 12.

Further information

Our values
> Integrity
> Openness
> Trust
> Respect
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Our approach
to business

Our vision
To be a top five global
fertilizer producer by size
and profitability.
>>To achieve this we are

focusing on combining our
organic growth potential
with a disciplined approach
to investment activity and
leveraging our unique
strategic advantages

Our mission

Our values

>>To make a significant

Our business is founded
on four key values:

contribution to driving
progress in global
agriculture

>>Our mission is to help the

world grow the food, feed,
fibre, and fuel needed
to sustain our growing
population

>>We are focused on

addressing the issues
that matter:
Population growth
Available land
Changing diets
Soil fertility
Alternative fuels

>>Integrity
• Professional standards in all
relationships
• Equal rights to professional
development for all staff
• Protection against discrimination
• Social protection
• Fair assessment of work according to
competence and level of responsibility

>>Openness
• Foster relationships
• To encourage innovation and open
communication within the company

>>Trust
• Willingness to delegate both
authority and responsibility
down the management chain
• Guarantee of competent management
• Strict adherence to best practice
technologies, safety requirements and
quality standards in production

>>Respect
• For the personal rights and interests
of employees, clients, suppliers,
customers and partners
• A commitment to partnership
and working with all stakeholders

Find out more in our Annual Report
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Our vertically integrated
business model
Capturing margin and control throughout
the entire value chain.

>>Customer needs
• Over 1,000 customers in more than 102 countries
• We sell yields, not just fertilizers
• Provide consulting and supporting services to key
agriculture markets

>>Raw materials

>>Production
• Balanced offering of all three primary nutrients
• High-quality NPK and speciality products capability in
Antwerp and Russia

>>Distribution
• Own distribution and sales force

>>Logistics
• Own port terminals, vessels, rail cars and storage

>>Responsibility

We derive value and generate sustainable long-term growth
via our vertically integrated business model.

Phosphate

Potash

Distribution

CSR/HSE

Governance

This strategy is designed to generate
growth and secure long-term value.

>>Our strategic targets:
Cost leadership
✓ Target full self-sufficiency in low-cost natural gas, phosphate
rock and potash
✓ Build leading low-cost potash business
✓ Further cost efficiency through vertical integration in logistics
Broad value-added product range
✓ High-margin branded speciality fertilizer
✓ Expand higher-margin industrial products (melamine)
	Proximity to customers
✓ Maintain market share in growing Russia/CIS markets and
strengthen distribution in Europe, US, Asia, and Latin America

>>We aim to achieve a top five global status

by focusing on the following key elements:
• Building and launching our own potash production
• Increasing our vertical integration and improving efficiency
• Diversifying our product range and further improving
product quality
• Expanding our distribution capabilities
• Focusing on environmental protection

Further information

• Be the employer of choice
• Continue to be award-winning in our social commitments
and programmes
• Decrease our environmental footprint

Nitrogen

Social responsibility

• Natural gas (up to 25% self-sufficient)
• Phosphate rock (up to 75% self-sufficient)
• Potash (in progress)

We aim to achieve our vision by growing faster than the market
through investment in growth and M&A. In parallel we will
increase our cost advantage through further vertical integration
and investment in efficiency improvements.
Environmental responsibility

Our access to lower-cost raw materials and our investment
in production capacity and efficiency underpin our global
competitiveness. We also have our own repair centres, distribution
network, rolling stock and rail depots as well as port facilities,
transhipment terminals and vessels.

Our strategy

Economic sustainability

The new Code is still being revised in the light
of the consultation, but the draft invites all
In 2006, EuroChem drafted and adopted a Code employees to:
of Ethics, to which all employees are required to ✓ To respect each other and be fair in your dealings
adhere. In order that the code remains relevant ✓ To follow the law and ensure that you comply
with all relevant obligations
to our operations and the way we work, in 2012
we conducted a formal consultation amongst all ✓ To do no harm to others and behave respectfully
employees. We asked them what aspects of the ✓ To respect your colleagues and contribute to
their success
code were good and what could be improved.
✓ Not be indifferent, but take the initiative
✓ To work to improve product and process
The main consultation mechanisms included
safety and quality
our corporate newspaper, the corporate intranet
✓ To respect the environment, your health
and line management at all of our plants and
and your colleagues’ wellbeing
operations. As well as individual comments
✓ Do not collude with others and compete
we organised 17 focus groups across all of
honestly and openly
our Russian enterprises.

Our company

Our Code of Ethics
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Global issues influencing our
business and sustainability strategy
P opulation
growth

1

Farmland productivity needs to increase
significantly in line with rapid population
growth.
Agricultural producers must increase
farmland output by at least 15% by 2020 if
demand is not to outstrip supply and prices
are not to rise significantly.
World
population
growth
Population
growth
VS world fertilizer consumption
9,000,000
8,000,000
7,000,000
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3,000,000
2,000,000
1,000,000
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Changing diets

3

2050

2025

2000

1975

1950

Growing prosperity, particularly in
emerging markets, leads to significant
dietary changes.
Greater material wealth, particularly in
emerging markets has led to increased food
consumption and a move towards more
protein-rich foodstuffs such as red meat,
poultry and dairy products.

Less developed countries

More developed countries

Kilocalories per capita/day
3,000

Available land

2

Meat

Arable land per capita vs population
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Other
Pulses
Roots and tubers

2,500

The increasing demand for food is
accompanied by a decreasing amount
of land for cultivation.
In 1960, one acre of land supported 2.4
people, while in 2012 that same acre must
now support almost five people. This reduction
in available arable land is primarily due to
the rapid urbanisation and industrialisation
of the past 50 years.

Sugar

2,000

Vegetable oil
1,500
Other cereals
1,000

Wheat
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Rice
0
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Sustainability Report 2012 EuroChem 15

Our company

Attractive outlook
The combination of EuroChem’s
unique strength and strong market
dynamics means that there is a very
positive outlook for our business.

More nutrients are required to maintain
food yields in line with demand.
Soil nutrients must be replaced to make
up for those lost when crops are harvested.
There is a continuous requirement for
nitrogen and phosphates, and potash must
be applied immediately after harvesting.

Economic sustainability

Soil fertility

5

World fertilizer consumption in 2000-2011 [KMT nutrients]

Global economy

Emerging, rapidly growing economies
are key drivers of fertilizer demand.

Nitrogen

Between 2001 and 2010, the income per
capita of the BRIC countries (Brazil, Russia,
India and China) grew by about 125%.

6

2011 2012
Phosphates

Potash

Alternative fuels

A shift away from hydrocarbons is
creating a growing demand for biofuels.
The ongoing challenge of decarbonisation
has led to an increase in biofuel production
globally, from 147 Kb/doe in 1990 to
1,182 Kb/doe in 2011.

GNI per capita growth dynamic [%]
350
300
250

Global biofuel production [Mtoe]

200

Social responsibility

Although the annual growth has cooled in
2011-2012, the associated changes of diet
and increased populations continue to drive
fertilizer demand.

200

150
100

2000

Environmental responsibility

4
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1990 1995 2000 2005 2010 2015 2020 2025 2030

125

%

From 2001 to 2012, the combined gross
national income per capita of the BRIC
countries rose by an estimated 125%.

NOTES

Sources: World Bank, UN, FAOSTAT, BP,
EuroChem estimates.

South America
Asia Pacfic

Europe & Eurasia

Further information

North America
Africa
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Our operations
and products

EuroChem’s global ranking

EuroChem is Russia’s largest mineral fertilizer
producer and is a top ten agrochemical
company globally by nutrient capacity.
We produce nitrogen, phosphate and potash
fertilizers, as well as certain organic synthesis
products and iron ore.

Top 10

Our corporate strategy is to become a top five global fertilizer producer
by profitability and nutrient capacity through acquisitions and investment
growth, particularly in our potash business, while increasing our cost
advantage through further vertical integration and efficiency improvements.

Globally in nitrogen (by primary product capacity,
ammonia) and globally in phosphates (by primary
product capacity, tradable phosphoric acid)

In 2012, we manufactured about 4.0m tonnes of mineral fertilizers (by
nutrient). Of this total, 2.7m tonnes are nitrogen-based and over 1m tones
are phosphate-based.

No 5
Globally in potash reserves (licensed)*
*A+B+C1+C2+P1 as per Russian reserves classification

+13%
Two years ago EuroChem operated in over
90 countries. Following our international growth
we are now present in 102 countries

Where we operate
Our production and logistics operations are in Belgium, Estonia, Lithuania,
and Russia. We have core administration offices in Brazil, Russia, Switzerland
and the USA and sell our products in over 100 countries through our sales
centres in China, France, Germany, Greece, Italy, Mexico, Singapore, Spain
and Turkey.

What we are
A company that holds the business interests of Mr. Andrey Melnichenko
owns 92.2% of EuroChem Group SE (formerly MCC Holding Public Company
Limited), which owns 88.34% of EuroChem MCC. Mr. Dmitri Strezhnev,
chief executive officer of EuroChem MCC, is the beneficiary of the remaining
7.8% of EuroChem Group SE.
The company is divided into three main functions:
• Production of nitrogen, phosphate and compound fertilizers, organic
synthesis products, mineral feedstock and a planned capacity of
potash fertilizers
• Sales of our products through distributors and agricultural centres in
Russia, Belarus, Ukraine, Switzerland, Germany, Belgium, the USA
and Brazil
• Transport and logistics through wholly-owned rail, port and shipping assets.

Our business advantages
• Ownership of feedstock sources such as phosphates/apatite, gas and
potash (planned).
• Vertical integration from feedstock through production and logistics,
including repair and maintenance and construction.
• Production of iron ore concentrate as a by-product of apatite extraction
at Kovdorskiy (up to 5.7 MMT of iron ore annually).
• Access to competitively priced natural gas in Russia.
• Potential potash production with access to Black Sea ports.
• Flexibility in production with a comprehensive and developing range,
allowing us to maximise margins and respond to market demand.
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>>We sell more than 100 types of fertilizer

✓ Partnerships with the world’s largest
manufacturers
✓ Advanced water-soluble fertilizers
✓ Customised mixed fertilizers
✓ Direct soil application through
precision technology
✓ Packaging, storage and delivery capability
✓ Global best practice in quality and
production processes
✓ Market- and customer-focused
✓ Soil analysis and mapping capability
✓ Agrochemical services capability – offering
yield and application advice through our
network of 25 agricultural centres.

product, including some for which we are the
sole Russian producer. All of these products
are tested and certified against national and
international agrochemical standards.

Our three core product groups are:
N Nitrogen fertilizers
Including Anhydrous ammonia, Urea, Ammonium nitrate, Calcium
ammonium nitrate (CAN) and Urea-ammonium nitrate solution (UAN).
Nitrogen is the motor of plant growth. As the essential constituent of
proteins, it is involved in all major processes of plant development and
yield formation.
P Phosphate fertilizers
Including Monoammonium phosphate (MAP), Diammonium phosphate
(DAP), Ammonium-phosphate-sulphate fertilizer (NPS) and Ordinary
superphosphate. Phosphorus performs a key role in the transfer of
energy. It is essential for photosynthesis and is indispensable for cell
development and tissues that form a plant’s growing points.

We also produce a wide range of other useful materials
related to our core products. These include:
Compound fertilizers – including NPK fertilizer and NPK universal.
Feed phosphates – used as effective and environmentally benign fodder
supplements in animal husbandry and aviculture. They do not contain any
heavy metals.

Apatite concentrate is used to make phosphate, compound fertilizers,
phosphoric acid and feed phosphates. Iron ore concentrate is used to make
cast iron. Baddeleyite powder is used to make refractory and abrasive
materials. Aluminium fluoride is used in aluminium manufacture,
glass-making, optics and the tanning industries.
Acids – including phosphoric, sulphuric and nitric acids.
Organic synthesis products – including methanol, synthetic acetic acid,
butanol, polyvinyl alcohol, methyl acetate, paint and varnish solvent.
Industrial gases – including gaseous and liquid argon, nitrogen, oxygen
and carbon dioxide, solid carbon dioxide (dry ice).
Other products – including food-grade crystallised urea, food-grade acetic
acid, commercial acetone and flotation agent (sebacic acid).

Production
Commodity
Products

Upgrade

Distribution

Value-add
specialty products

Sales Force

Sales Force

Continuously Integrated Supply Chain Management

Customers

Wholesalers,
distributors,
cooperatives
and farmers

Marketing (Pricing, Branding, Positioning)

Integrated relationships
The consolidation of EuroChem Antwerpen and EuroChem Agro in
2012 marked our first cross-border integration of Western European
assets into our predominantly Russian portfolio.
These acquisitions have provided us with an extended speciality fertilizer
product offering and a well-established global distribution platform.
EuroChem is now operating in 102 countries.

Further information

Mineral raw materials

Social responsibility

K Potassium (usually referred to as Potash)
Potassium activates more than 60 enzymes (the chemical substances
that govern life and are vital for carbohydrate and protein synthesis).
It also improves a plant’s water regime and increases tolerance to
drought, frost, salinity and disease.

Environmental responsibility

Our product advantages

Economic sustainability

Our products
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Operations map
Our business is international and vertically integrated,
encompassing raw materials extraction and supply,
manufacturing, logistics, distribution, sales and advice.

>1,000

17
23

over 1,000 customers
around the world

18

Nitrogen

Phosphates

Potash

1 Novomoskovskiy Azot

5 Kovdorskiy GOK

10 EuroChem-VolgaKaliy

2 Nevinnomysskiy Azot

6 Phosphorit

11 EuroChem-Usolskiy Potash Complex

3 EuroChem Antwerpen

7 Lifosa

4 Severneft-Urengoy

8 EuroChem-BMU
9 EuroChem Fertilizers (Kaz)

For more about Nitrogen
see page 32.

For more about Phosphates
see page 32.

For more about Potash
see page 33.
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28
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Agricultural centres in Russia, Ukraine
and Belarus
Russia

15
6
14

Belarus

Economic sustainability

11

7
1
3

Ukraine

19

10
8
12 2

24 16
21
20

22

Our company

>100

EuroChem is present in
102 countries

9

25
27

Environmental responsibility

26

Social responsibility

Port terminals

Sales offices

12 T uapse
13 Murmansk

16 Zug, Switzerland

19 Germany

24 France

17 Tampa, USA

20 Spain

25 Turkey

14 S
 illamae

18 São Paulo, Brazil

21 Italy

26 Singapore

15 Ust-Luga

22 Greece

27 China

23 Mexico

28 Agricultural centres in

Russia, Ukraine and Belarus

For more about our Port
terminals see page 33.

Further information

EuroChem Agro
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Our sustainability strategy
We have a fundamental long-term growth
strategy that requires us to sustain and develop
our vertically integrated business, from raw
materials to production and distribution.
While economic success is a key measure,
we also recognise that to maintain this in
the long-term we must maintain the highest
levels of environmental stewardship and
community engagement.

To meet and exceed our customers’ expectations
We are close to our customers, working through our 25 agrocentres that
provide access to our products and a comprehensive advisory service on how
they are best used. We consistently meet our customers’ quality, quantity
and timing needs and monitor our interaction to ensure that this is
maintained. We also welcome and listen to their concerns and suggestions
as to how we can improve our service to them and develop new products and
applications to meet changing market needs.

Economic sustainability

To reduce our environmental footprint
We aim to minimise our impact on the environment through the operation
of effective management systems and processes that are aligned with
leading international standards. Over the past ten years we have invested
RUB 6.94bn in achieving these goals.

To promote and support sustainable agriculture
There is a balance to be struck in meeting the nutritional needs of a rapidly
growing global population, while enhancing and maintaining the long-term
viability of soils and groundwater through use of the most environmentally
benign fertilizer materials. Meeting this challenge is what EuroChem is in
business for.
To invest in new technologies, value-added products
and vertical integration
Over the past three years we have invested in research and production
innovations that allow us to meet the market demand for highly effective
materials that are also environmentally benign. Our continued investments
mean that our products such as potash and melamine have minimal impact
during production and as products out in the market. To further enhance our
ability to control and improve our sustainability performance, we are investing
downstream and upstream to create an effective, vertically integrated
business with global reach.
To ensure financial stability and shareholder returns
The fertilizer industry can be highly volatile due to variations in raw material
availability and prices alongside changes in customer requirements.
Our commitment to vertical integration helps us to manage this volatility,
allied with our rigorous and effective management and financial systems.
This is reflected in our 2012 financial results.
A test of the strength of our business and sustainability strategy is the value
placed on our shares. This reflects our revenue growth and our ability to
invest judiciously in increasing production, distribution and sales capacity,
while maintaining responsibility for environmental and community wellbeing.

To maintain excellent working relationships with all of our suppliers
While we are a demanding customer, our suppliers know exactly what is
expected of them and what they can expect from us. Our relationships are
built on clear and relevant contracts, compliance and transparency.

Environmental stewardship

Social responsibility
Our approach to employee recruitment and retention is enshrined
in our human resources management strategy
A key element is the personal and professional development of individuals,
which requires significant investments in training, benefits and social
programmes. We invested RUB 91.5m in such programmes in 2012.
To ensure that employees operate in the most safe and healthy
working environment
While our health and safety management system complies with international
standards, the six fatalities in 2012 has promoted a major rethink of our
approach. We have started a process with the aim of becoming an exemplar
of health and safety excellence by 2017.
To maintain excellent working relationships with government agencies
and local authorities
We are involved in a number of public – private partnerships and have an
excellent compliance record. The significant progress that we have made
working with Finnish government agencies on phosphate levels in the
Baltic Sea, is testament to this commitment.
To support and invest in local communities adjacent to our key
operational sites
We make a significant contribution to the economic development of many
communities through our tax payments, employment opportunities, social
investments and infrastructure. Over 12 years we have invested RUB 3.1bn
in our communities.
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Environmental
responsibility

We will invest USD 4.5bn in our plants, our
employees and communities over the next
five years.

We align our corporate goals with the
interests of our customers, our employees
and the communities close to our plants.

Our environmental management system
complies with international best practice.

>>More than 1,000 customers

We are committed to:
>>Continuous improvement
of our systems and
performance
>>Embedding environmental
performance into measures
of success
>>Improving data collection
and use of technologies

As we grow, so our stakeholder footprint
will also grow, requiring a continued focus
on dialogue and transparency.

in more than 100 countries

>>Investments in sports,

health, education,
environmental and
charitable support
>>Over 1,500 new high
quality jobs with a further
5,000 planned
>>Plan to become health
and safety exemplar in
the agrochemical sector

We are focused on:
>>Reducing polluting
discharges to water
>>Reducing air emissions
>>Reducing waste

Further information

Our economic sustainability
will be underpinned by:
>>Financial strength and
performance
>>Continued demand for
our products
>>Retaining a leading
market position
>>Diversified and balanced
product and service mix
>>Vertical integration
>>Strong corporate
governance
>>Investments in our future

Social responsibility

Social
responsibility

Environmental responsibility

Economic
sustainability
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Our sustainability
strategy in action
Our sustainability management programme is dynamic and evolving. Sometimes progress is
slower than expected, sometimes we have setbacks, sometimes external factors dictate rapid
changes, sometimes we achieve targets ahead of the timetable. Throughout we are consistent
in our view that the programmes is necessary and vital for long term success.
Strategic goals

2012 outcomes

Economic
Promote and support
sustainable agriculture

Expanded the EuroChem sales and advisory network. 2.5 MMT of fertilizers were sold by Eurochem-Antwerp and Argo in 2012
Ensured that all products comply with the Responsible Care standard
Continued to support and promote science education in schools and universities and offer in-house training for employees

Invest in new
technologies,
value-added products
and vertical integration

Integrated EuroChem Antwerpen and EuroChem Agro
Opened Russia’s first melamine plant using the best available technology
Integrated the natural gas producer Severneft-Urengoy
Development of Ust-Luga bulk terminal

Ensure financial
stability and
shareholder returns

Increased revenues by 27%
75% self-sufficient in phosphate rock and up to 25% self-sufficient in natural gas

Meet and exceed
customer expectations

Maintained our network of agri-centres in Russia and Ukraine
Expanded our international sales and advisory network through integration of EuroChem Agro

Maintain excellent
working relationships
with suppliers

Maintained high standards of delivery
Developed relationships with suppliers who maintain best international quality and environmental standards

Environmental
Reduce our
Increased environmental protection expenditure by 22% (over 2011)
environmental footprint Reduced kg of atmospheric emissions per tonne of production by 4% (over 2011)
Reduced kWh of energy per tonne of production by 3% (over 2011)
Social
Recruit and retain
motivated employees

Increased the number of permanent employees by 10% (over 2011)

Create a safe and
healthy working
environment

Commissioned external specialist to assess safety systems in the light of six fatalities at five production sites

Maintain excellent
working relationships
with government

As part of a joint programme with the Ministry of Sport for social infrastructure development, we built an ice arena in 2012 and
we are building two more

Support and invest in
local communities

Grew our community investments by 13.4% (over 2011)
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Case study

New jobs, new communities
at Kotelnikovo
The development of the Gremyachinskoe potash deposit and
manufacturing plant is one of the biggest single corporate
recruitment projects in Russia. The challenge is to recruit,
accommodate, induct, train and provide public and social services
for 3,000 employees,their families and local communities.

In addition to the core plant infrastructure, we are building
250,000 m3 of new accommodation for employees and their
families. Alongside this we are creating a new school, two
kindergartens, a hospital with an out-patient department, a leisure
and entertainment centre, community amenities, new roads and
a railway station, all of which will be open to local people.

Economic sustainability

Our stakeholder engagement plan was devised at the early stages
of the project in order to accommodate concerns and establish
the needs of local people, particularly in relation to environmental
management and the provision of useful infrastructure and jobs.

Environmental responsibility
Social responsibility
Further information
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Our sustainability
strategy in action continued
EuroChem BMU
Environment

Sustainability snapshot 2012
Commissioned a closed loop water drainage system – eliminating discharges to the River Peschka
Purchased an ecomobile for air monitoring and continued air quality monitoring network development
Replaced/repaired gas treatment units – reducing air emissions
Constructed a storage area for scrap metal
Upgraded the acid storage tanks and bunds
Commissioned a study into the re-use of phosphorogypsum

Employees

Ongoing improvements to health and safety systems including air quality and lighting
Ongoing evaluation of job satisfaction and working conditions

Community

Signed a tripartite agreement with the administrations of Krasnodarskiy Region and Belorechensk Area to construct a multipurpose sports complex
Provided finance and volunteers for flood damage repair in Krymsk
Donated ambulances and a mobile environmental laboratory to the central area hospital in Belorechensk

EuroChem Agro
Employees

Sustainability snapshot 2012

Community

Provided Christmas gifts and funded lessons, holiday camps, clothing and equipment for the children’s home in Mannheim
Volunteers helped to serve Christmas lunches and run events for children at the Vesper Church in Mannheim
Volunteers helped with ‘KARDS’, a children’s camp
Sustainability snapshot 2012

Kovdorsky GOK
Environment

Ran three health and safety committee meetings with representatives from across the business and implemented recommendations
Provided access to medical support and annual flu vaccinations and provided sports and physical recreation
Devised a new salary structure in conjunction with EuroChem central and employee representatives

Constructed a recycled water pump station at the tailings dam
Completed first phase of on-site industrial waste disposal facility
Worked with Scientific Research Institute Atmosfera on air quality improvements at Zhelezny mine
Worked with the Federal Service for Supervision of Natural Resource Usage on site inspections

Employees

Enhanced the life and health insurance package for all employees
Upgraded restrooms, dining rooms and showers and provided a mobile dining room at the quarry
Established a cross-company commission to review and upgrade domestic accommodation standards

Community

Funded activities and equipment at the Autonomous Non-Commercial Organisation Sport Centre Chayka
Funded improvements to pre-school and early years facilities in Kovdor, working with local health, consumer welfare and fire authorities
Provided support to Kovdor Polytechnical College for upgrading facilities and teaching capabilities
Funded new equipment and facilities at Kovdor central region hospital
Contributed to the conference ‘Mining Industry of the Barents European Arctic Region – Regional Practice and New Developments’
Supported numerous employee volunteering initiatives with schools, sports bodies and cultural events
Sustainability snapshot 2012

Lifosa
Environment

Delivered technical projects resulting in a decrease in emissions to the atmosphere
Organised 49 environmental exhibitions for students

Employees

Agreements to use local sports facilities were signed and 13 sports tournaments organised
An audit by the State Labour Inspectorate commended health and safety systems
A long-term capital upgrade project was completed – including repairs and upgrades to amenities and production facilities

Community

Signed an agreement with the Kedainiai Area government to construct a sports and entertainment complex (now under construction)
Sponsored the Republican Olympiad competition on the Russian language with the Ministry of Education and Science and the Centre for
Information and Technical Creativity of Lithuanian schoolchildren
Organised the conference ‘Social responsibility in the regions’ with UNDP in Lithuania
Organised an open day for residents of Kedainiai Area

Novomoskovskiy Azot Sustainability snapshot 2012
Approved construction of a new ammonium nitrate plant – reducing loss of hazardous materials into drainage systems and reducing gas use
Environment
Upgraded nitric acid processes to reduce carbon emissions and increase wastewater quality
Modernised central and mobile environmental laboratories

Employees

Provided work uniforms
Undertook a Safety Management Assessment by DuPont Sustainable Solutions
Organised ‘Best in Profession’ competition in conjunction with the trade union committee

Community

Signed five-year agreement with Novomoskovsk administration to improve municipal infrastructure such as sewerage systems, a road by-pass,
kindergartens, secondary schools, the city hospital, sports facilities and youth clubs.
Held public hearings about the new ammonium plant
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Upgraded water treatment facility, reducing the frequency of filter changes and use of solutions of sulphuric acid and alkalise
Opened a third environmental monitoring station
Planted land adjacent to the phosphogypsum storage area
Upgraded the biochemical treatment plant to improve the quality of wastewater

Employees

Initiated a major upgrade of health and safety measures and working environment
Signed agreement with Sberbank to provide subsidised housing loans to employees, particularly young professionals

Community

Commenced construction of the ice sports complex in Nevinnomyssk
Operated a community liaison office to inform local residents of progress with the melamine plant, opened in 2012
Contributed to the international conference ‘Melamine 2012’
Contributed to the ‘Environmental Security of Nevinnomyssk’ conference with regional ecological bodies
Volunteers helped orphanages and schools and raised funds for flood victims in Krymsk

2013; the centre is used as a base for students’ scientific-practical research (students are from the Tuapse branch of the Russian Hydrometeorological
University, St. Petersburg, and Tuapse Hydrometeorological College)
The mobile lab at the State Centre for Hygiene and Epidemiology in the Krasnodar area executes independent air and water monitoring
The terminal monitors air at the buffer zone border and posts the results on its own information display

Employees
Community

Completed certification of working conditions

Usolskiy Potash
Complex
Environment

Sustainability snapshot 2012

Employees
Community

Started work on housing and social infrastructure for employees and started further recruitment

Phosphorit

Sustainability snapshot 2012

Environment

Continued Baltic Sea ecology monitoring programme (regular updates are available at www.eurochem.fi)
Commenced work with John Nurminen Foundation to reduce the Phosphate load in the Baltic Sea via the Luga River
Adopted a new plan of action for reducing environmental impacts during 2012-15 – in particular recycling of storm and wastewater,
improved chemicals storage, sludge dewatering and monitoring
Commenced pilot of sewerage treatment technologies

Employees
Community

Renovation of employee facilities

EuroChem VolgaKaliy
Environment

Sustainability snapshot 2012

Employees

Provided workers with mining uniforms
Safety equipment upgraded

Community

Pressure sewage with a pond was implemented, as well as a desalination unit with a pumping station and water storage tanks in the village for
the employees
Construction of water facilities in Vostochniy microdistrict
Renovated a children’s arts centre
Meeting with Kotelnikovo community leaders about investment priorities for 2013
Meeting with Kotelnikovo residents and employment centre about best use of the VolgaKaliy Training Centre
Organised a free, mobile festival and charity performance
Sponsorship of events to raise money for children with disabilities

Air sampling results and on-line reception desk are on www.tbt-tuapse.ru/faq
Organised regular excursions for ecologists and the general public

Environmental responsibility

Tuapse Bulk Terminal Sustainability snapshot 2012
Constructed an environmental monitoring centre for analysing soil, water and air samples – a network of monitoring stations will be established in
Environment

Economic sustainability

Nevinnomysskiy Azot Sustainability snapshot 2012
Commissioned a reverse osmosis plant – reducing discharges of sulphates and sodium
Environment

Continued to construct facilities for waste and water storage and treatment
Ongoing training and certification of working conditions

Social responsibility

Finalised a social and economic partnership agreement with the Usolskiy area authorities
Sponsored educational, veterans, cultural, media and ecological organisations

Won Leningrad Chamber of Commerce/Leningrad Region competition ‘Business developing the region’
Commenced construction of an ice sports arena in Kingisepp, organised the children’s hockey tournament in Espoo (Finland)
Cooperated with environmental NGO HELCOM on regional ecological programmes
Public meetings about new employee housing and developments at Ust-Luga sea port
Volunteers helped veterans’ education and healthcare organisations
Agreed to sponsor ‘Underwater world of the Baltic Sea’ exhibition

Further information

Laboratory research of environmental quality in accordance with the environmental monitoring programme
Round table discussion on environmental management with education and food/agriculture representatives from Kotelnikovo Area Administration
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Governance
A balance of skills and experience helps our
management team and Board to set and
implement a sustainability strategy. They have
the qualities required to ensure that we shape
and change our business processes to meet
our sustainability targets.
Board of Directors
The Board of Directors takes ultimate responsibility for strategic direction,
management (including sustainability) and human resources development.
In 2012, the EuroChem Board of Directors consisted of eight directors, four
of whom were fully independent. We expect our non-executive directors,
while maintaining their independence, to help us maintain a clear strategic
direction and to oversee the strengthening of our internal operations.
Since 2005, the board of directors has had three committees, namely the
Audit Committee, the Strategy Committee, and the Corporate Governance
& Personnel Committee.
The Audit Committee’s primary functions are to oversee the quality of the
financial reporting process, including the integrity and reliability of the
information disclosed about the company and the effectiveness of internal
control. The Audit Committee consists of two independent board members,
Richard Sheath (Chairman) and Keith Jackson, and one non-executive
director, Nikolay Pilipenko.
The Strategy Committee analyses and recommends to the board the overall
strategy of the Company and the specific proposals put forward by
management. This includes segment strategy, strategic expenditures,
mergers and acquisitions, and any other strategic ideas generated by the
Executive board, with whom it meets informally throughout the year as
strategic opportunities develop. In 2012, the Strategy Committee had two
members: George Cardona, its Chairman, and Keith Jackson, both
non-executive directors. Andrey Melnichenko, was appointed as committee
chairman following Mr. Cardona’s resignation from the committee on
6 December 2012. The CEO, CFO and Head of Strategy regularly attend
meetings at the committee’s invitation.

Find out more in our Annual Report

The Corporate Governance & Personnel Committee focuses on issues as
remuneration and incentives; staffing requirements at ongoing investment
projects; the introduction of health and safety performance indicators within
the management incentive programme; and reviewing and updating
EuroChem’s Code of Business Conduct and Ethics Code. In 2012, the
Corporate Governance & Personnel Committee had three members, all
of whom are independent directors: Andrea Wine, Nikolay Pilipenko and
Vladimir Stolin, its Chairman.
EuroChem is a member of the Russian National Council for Corporate
Governance, a non-governmental organisation aiming to educate boards
and improve standards of governance throughout the country.

Management structure
EuroChem operates certified management systems covering quality,
environment and health and safety. This ensures efficient, effective and
documented operations, where targets are set, actions reported and
responsibilities defined.
The performance of senior and mid-tier managers with responsibility for the
operation of these systems is reviewed annually and they benefit from a
programme of continuing professional development. As a consequence, we
are often cited as best in class in relation to our sector, and companies in
other sectors, in Russia.

Effective use of information technology
While we innovate in relation to products, we do not neglect management
systems and processes. We have developed and use an information system
that monitors all operations, projects, risks and performance across all parts
of the business. The system allows us to drill down into detailed performance
data, whether this is related to financials, training, environmental monitoring,
recruitment, incidents or community investment. It is a powerful means for us
to maintain control over the business and understand where we are doing
well and where improvements are required.
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Managing our risk

Operational risks include unplanned production shutdowns or equipment
failures, health, safety or environmental incidents, logistics challenges, fraud
and bribery, construction delays, or issues with integrating new ventures
(integration risk).
Financial risks include product price, foreign currency and interest rate
fluctuation or rising costs.

They are also a function of global issues such as a changing climate and
soil fertility.
Reputational risks are a function of other risk factors and we mitigate against
these through sound governance, management and openness.
A key part of risk amelioration is maintaining a dialogue with stakeholders.
They are instrumental in helping us to understand the risk landscape and
what issues may become more important, thereby influencing our
management strategy.
Key sustainability risks and our responses in 2012 are detailed below.

Risks

Mitigation

Higher energy costs affecting
competitiveness
Ageing plants with higher energy
and environment costs
Accidents and incidents

Invest in energy efficiency measures and our own natural gas supply. Invest in production capacity where energy
costs are lower.
Significant investment in new plant and upgrades to existing plants.

Fraud and bribery
Inability to recruit and retain skilled
employees
Community objections to plant
operations

Significant investment in new plants and upgrades using the best available technology. Strict adherence to
management system requirements and monitoring of performance. Well planned and executed emergency
response and ongoing communication with local communities and relevant authorities.
Good and continually improving corporate governance with code of ethics and clear HR policies. Continuous
programme of internal audit. Preventive actions such as transaction monitoring.
Focus on provision of career pathways with excellent conditions and benefits. Work with education providers to
encourage motivated students and offer continual professional development for employees.
Early and ongoing dialogue with government and community representatives. Site visits. Infrastructure investment
and service provision. Responsiveness and transparency.

Social responsibility

Trade barriers
Decline in demand for our products
due to policy changes, climatic
stress or changing diets, for
example
Chronic or acute damage to the
environment from our operations

Upgrade our health and safety systems from ‘dependent’ to ‘independent’. Set a five-year goal of becoming a global
health and safety leader in our sector.
Continue to be open and co-operate with governments and their agencies. Contribute to global and national
debates on agricultural and the chemical industry. Remain focused on governance and management systems.
Monitor trade dynamics and policy and contribute to debate where appropriate.
Monitor the policy environment and global market issues. Continue to diversify our product portfolio and develop a
vertically integrated business.

Environmental responsibility

Strategic risks include those relating to investments, the competitive
environment or regulatory actions.

Regulatory and tax regime changes

Economic sustainability

Our business faces a wide range of operational, financial, strategic and
reputational risks. We operate a management system that evaluates these
risks and formulates responses, overseen by the Board. The system
evaluates risks by degree of likelihood and severity of impact.

Further information

28 EuroChem Sustainability Report 2012

Our company

Our stakeholders
The Company has identified and communicates
with 13 stakeholder groups. The interaction
with each is planned and regular, including
reporting back on EuroChem activity and
gaining feedback on our performance as well
as understanding their priorities. This allows us
to reflect the key sustainability issues for the
business, alongside those that we see as
strategic business issues.

Shareholders and investors
Managed by: The Board, investor relations and communications teams
Channels: Meetings, roadshows, trading updates and annual reports
2 012: We enhanced our investor relations, focused on maintaining
our ratings and widened the investor base.
Issues: strategy, governance and risk management

Customers

Trade unions

Managed by: Head of Sales and Marketing, sales teams and agricultural
Channels: advisers meetings, exhibitions, site visits, trade associations

Managed by: Head of Administration, HR teams
Channels: Meetings, conferences

2 012: We developed our agro-consulting capability by acquiring
EuroChem Agro and by organising conferences for farmers.
Issues: price, product quality and effectiveness, delivery

2 012: We thoroughly considered trade union recommendations
and maintained collective agreements across our operations.
Issues: workplace safety, salaries/benefits

Employees

Young professionals

Managed by: Head of Administration, HR teams
Channels: Recruitment, orientation, team meetings, corporate
newspaper, events, digital media

Managed by: Head of Administration, HR teams
Channels: School/university liaison, EuroChem laboratories,
recruitment, orientation

2 012: We remained focused on health and safety and maintained
the quality of our training and development programmes.
Issues: career pathways, salaries/benefits, working
conditions, location

2 012: We conducted training programmes with six universities
and a special programme to support young professionals.
Issues: skills, guaranteed employment, career pathway

Sustainability Report 2012 EuroChem 29

Our company

Local communities

Regional and local authorities

Managed by: Head of Communications, plant management
Channels: Joint working groups, liaison offices, public and one-to-one
meetings, site visits, volunteering, media

Managed by: Head of Communications
Channels: Public/private partnerships, meetings, conferences, launches
2 012: We developed environmental projects with the government
and supported ice arena construction.
Issues: compliance, investment

Media

Managed by: Head of Environment, Plant management
Channels: Working groups, meetings, conferences, launches, site visits

Managed by: Head of Communications
Channels: Media releases, interviews, press calls, launches

2 012: We conducted public environmental work and campaigns
including our work to protect the Baltic Sea.
Issues: planning, monitoring, reporting, investment

2 012: We engaged with high profile media, with particular
emphasis on environmental issues.
Issues: trust, access

Non-profit organisations

Managed by: Head of Communications
Channels: Public/private partnerships, meetings, conferences, launches

Managed by: Head of Communications, plant management
Channels: Meetings, conferences, joint projects, volunteering

2012: We ran a joint programme with the Russian Ministry of
Sports and engaged with infrastructure agencies.
Issues: compliance, partnership (e.g. ice sports)

2 012: We have developed long-term partnerships with over 70
organisations committed to community projects.
Issues: trust, co-operation, mutual benefit

Professional bodies and universities

Managed by: Heads of all operational divisions and their teams,
plant management
Channels: Meetings, conferences, contract delivery

Managed by: Head of Administration, HR teams
Channels: Recruitment, orientation, team meetings, corporate
newspaper, events, digital media

2012: We maintained long-term contractual relationships based on
their quality of delivery and environmental standards.
Issues: trust, mutual alignment of aims, price, fairness

2 012: We involved experts and developed projects with research
institutes and leading universities.
Issues: career pathways, salaries/benefits, working
conditions, location

Further information

Partners and suppliers

Social responsibility

Federal authorities

Environmental responsibility

Environmental organisations

Economic sustainability

2 012: We conducted direct communications with communities and
funded social and sports facilities.
Issues: investment, environment, employment
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Economic sustainability
Our nitrogen and phosphate fertilizers are
essential to satisfy the global demand for food,
feed, fibre and fuel. Our strategic investment
programme, particularly in potash production,
will make us one of the world’s top five
fertilizer companies.
Our approach to economic sustainability

Vertical integration
• Up to 75% self-sufficiency in phosphate rock from Kovdorskiy,
with the balance to come from our new facility in Kazakhstan
• Iron ore as by-product adds to revenues
• Acquisition of natural gas producer offers up to 25% self-sufficiency
and a hedge against rising prices
• Future cost leadership in potash, allied to owned rail hub at EuroChem
Volgakaliy and transhipment terminal at Tuapse
• Effective, owned distribution network, including port terminals and
rolling stock

Our strategic business goals will be underpinned by our ability to recruit
and retain skilled personnel and the efficiency with which we operate
many plants in remote areas. This requires strong governance and a high
level of management control. It also means that our stakeholder footprint
will continue to grow, requiring that we maintain a high level of openness
and dialogue.

Economic strength
Our Board oversees all aspects of our financial performance with core
management responsibility in the hands of our Chief Financial Officer (CFO).
A successful Eurobond issue in 2012 has also widened our investor base,
with whom we have regular and constructive dialogue. Based on our strategy
and ongoing feedback from investors, our core business strengths are:

Financial performance and processes
• BB ‘stable’ rating from Fitch and S&P
• RUB 166.5bn sales in 2012
• RUB 49.2bn EBITDA in 2012
• 1.53x net debt/EBITDA in 2012

Strong corporate governance
•
•
•
•

E xperienced management team
Record of solid execution
Commitment to best practice and transparency
Focus on production and logistical efficiency improvements

Strong fertilizer market fundamentals

Investing in our future

• Consumption driven by growing population, changing diets and changing
land use
• Sustained prices

The highlights of our strategic investment and M&A programme
in 2012 include:

Leading market position
• Russia’s largest fertilizer company and one of the top three in Europe
• 25% and 20% Russian market share in nitrogen and phosphate
respectively
• 25 distribution centres across Russia and Ukraine
• Growing distribution and advisory revenues
• International presence, e.g. EuroChem Antwerpen and EuroChem Agro
• Global footprint – products used in more than 100 countries accounting
for 76% of output

Diversified and balanced market position
• P ositioned to withstand pricing pressures and demand volatility with
a growing product range
• Reduced dependence on seasonality
• Further diversification when potash comes onstream with capacity
of 8m tonnes per annum

• Continued development of the Gremyachinskoe and Verkhnekamskoe
potash deposits
• Melamine production on-stream at Nevinnomysskiy Azot
• Development of phosphate rock deposits in Kazakhstan
• Acquisition of Severneft-Urengoy (Western Siberia)
• Acquisition of EuroChem Antwerpen (Belgium)
• Acquisition of EuroChem Agro (global distribution)
In addition to core production and distribution assets, we also invested
RUB 516m in community-based projects (see page 41), RUB 91.5m on
training and education and RUB 1.3bn on environmental protection.
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Environmental responsibility

EuroChem has launched Russia’s first melamine production line at its
Nevinnomysskiy Azot nitrogen plant. Local authorities, including Viktor
Shurupov, First Deputy Prime Minister of the Stavropol Territory, and
Dmitry Samatov, Minister of Industry, Energy and Transport of the
Stavropol Territory, were on hand to witness the start of operations.
After a substantial investment of RUB 10.5bn, the Nevinnomysskiy Azot
plant can now produce up to 50,000 tonnes per annum of melamine,
a valuable component in environmentally friendly polymeric compounds
such as plastics, varnishes and glues, in paint and coating production
and the woodworking industry. Once the plant is running at full
capacity, it will be able to meet all of Russia’s domestic demand and
replace supplies currently imported.

As well as increasing capacity, the investment in new equipment at
the plant will also reduce emissions and effluent discharges by about
140 tonnes per annum.

RUB 10.5

bn

Investment in the
Nevinnomysskiy
Azot plant

Further information

The project was initiated in 2007 and the construction phase, which
generated around 2,000 jobs, started in 2009. As well as these jobs,
the plant will require an operational workforce of about 100 people.

Social responsibility

Case study

Melamine comes online

32 EuroChem Sustainability Report 2012

Economic sustainability

Investing in the future
Our business is international and vertically integrated, encompassing raw material extraction
and supply, manufacturing, logistics, distribution, sales and advice. To achieve our sustainable
growth objectives we are investing over USD 4.2bn in our facilities between 2013 and 2017.
Nitrogen

Phosphates
1
4

2
3
1
3

5
4

2

1

 ovomoskovskiy Azot (Tula Area, Russia). One of the largest
N
chemical plants in Russia and the only one producing granulated urea.

2

 evinnomysskiy Azot (Stavropol Area, Russia). A leading
N
Russian producer of nitrogen fertilizers, methyl acetate and polyvinyl
alcohol. It is the only Russian producer of melamine and synthetic
acetic acid.

3

4

5

EuroChem Antwerpen (Antwerp, Belgium). Acquired in 2012.
The plant has a production capacity of 2.5m tonnes of mineral
fertilizer per annum, including CAN/AM (calcium ammonium nitrate/
ammonium nitrate), NPK, nitrogen-phosphoric acid and nitric acid.
 everneft-Urengoy (Yamolo-Nenets Autonomous Region,
S
Russia). Acquired in 2011 to mitigate the potential for rising gas
prices in Russia and reduce operating costs. This natural gas plant
has the potential to produce 1.1bn m3 per annum.
E uroChem Agro (Mannheim, Germany). Acquired K&S Nitrogen
in 2012. This leading distribution business markets nitrogenous
fertilizers with a focus on major customers in agriculture and special
crops such as fruits, vegetables and grapes.

5

1

Kovdorskiy GOK (Murmansk Area, Russia). Russia’s second
largest producer of apatite concentrate and the world’s only
producer of baddeleyite concentrate. The plant also has significant
iron ore concentrate capacity.

2

P
 hosphorit (Leningrad Area, Russia). One of the leading
producers of phosphate fertilizers and feed phosphate in Russia.
It has the third largest phosphate fertilizer capacity and second
most important feed phosphate capacity in the country.

3

L ifosa (Lithuania). A leading European producer of diammonium
phosphate (DAP), aluminium fluoride, monocalcium phosphate,
phosphoric acid and technical sulphuric acid.

4

EuroChem-BMU (Krasnodar Area, Russia). Produces
nitrogen-phosphoric fertilizers (NP) of 20:20 grade,
monoammonium phosphate (MAP) 12:52, mixed fertilizers
and wet-process phosphoric acid and sulphuric acids.

5

Sary Tas Fertilizers (Kazakhstan). An investment project
to develop phosphate deposits and create a fertilizer plant close
to the cities of Zhanatas and Karatau.
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New community
We are investing USD 2.5bn in
a new community in Bererziki.

Economic sustainability

Potash

Port terminals
2

Environmental responsibility

4

2

3

1

1

EuroChem-VolgaKaliy (Volgograd Area, Russia).
The development of the Gremyachinskoe deposit, which has
estimated reserves of 1.2bn tonnes of potash salt, plus an
associated potassium chloride plant. We have invested over
USD 1.1bn in the deposit.

2

EuroChem-Usolskiy Potash Complex (Perm Area, Russia).
The development of the Verkhnekamskoe potash deposit will further
position EuroChem as a top five global fertilizer producer. We have
invested USD 4.5bn in the deposit.

T uapse Bulk Terminal (Krasnodarskiy Area, Russia).
This state-of-the-art terminal has a transhipment capacity
of 2.3m tonnes of bulk fertilizer. Operates a 24/7 real-time
environmental monitoring system.

2

 urmansk Bulk Terminal (Murmansk Area, Russia).
M
This terminal has a handling capacity of 1.5m tonnes per annum
of iron ore concentrate.

3

 illame Port Terminal (Estonia). This TankChem liquid bulk
S
terminal can handle 0.8m tonnes per annum of methanol and
up to 0.2m tonnes per annum of other chemicals.

4

 st-Luga Port Terminal (Leningrad Area, Russia).
U
We are developing a bulk terminal within this new port facility that
will give access to the Baltic Sea and support a transhipment
capacity of 5m tonnes.

Further information

1

Social responsibility

1
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Environmental responsibility

Environmental responsibility
We aim to minimise our impact on the environment through the operation of effective
management systems and processes that are aligned with leading international standards.
How we approach environmental management
Our environmental management system (EMS) is certified to the ISO 14001
standard and applies to all of our operating plants. At its heart is an
environmental policy that defines our commitment to compliance with
relevant laws and regulations and an equal commitment to continuous
improvement. The management system is subject to ongoing internal audit
and annual external verification by an independent certification company.

Approximately 700 employees are responsible for ensuring the effective
operation of our environmental and health and safety management systems.
This includes senior and mid-level managers, operational teams and
laboratory technicians running our extensive monitoring and testing
programme.
These employees are co-ordinated by our Head of Environment, based
in Moscow, who works through environmental managers in each of our
operating companies.

Key stakeholders
Our environmental management system touches on all parts of our business therefore, we engage with many different stakeholders:
Regional administrations

Co-operation agreements signed with regional government cover environmental and social responsibility.

Customers

Our sales and agricultural teams advise our retail and wholesale customers on safe and appropriate use of our
fertilizer and chemical products. All of our products carry the relevant safety and usage information as guided
by international laws and best practice.

Federal authorities

Our production facilities are regulated and monitored by more than 20 government agencies in Russia, Kazakhstan
and Belgium. We work closely with these agencies to identify sites for analysing the outputs from our air quality
monitoring stations.

Shareholders and investors

Shareholders are updated on our environmental management indicators, chiefly investment, energy use, atmospheric
emissions, fresh water use and effluent discharge. This is done through one-to-one meetings, via our website and
annual reports.

Suppliers

We expect our suppliers to demonstrate best practice in relation to their own environmental management. We also
ensure that all equipment supplied to EuroChem carries all appropriate safety and usage permits. All of our
contractors are also instructed in and expected to comply with the requirements of our management systems.

Trade unions

Collective bargaining agreements are in place at all of our operating companies, including commitments to provide
employees with all necessary guidance and equipment to comply with environmental management systems.

Employees

All employees are trained and certified according to their environmental responsibilities and specific
management routines.

Local communities

Our community liaison team organises regular site visits for local communities to view environmental management
processes. The data from our air quality monitoring stations is also made available via government agencies
and local media.

Our environmental programme

Our key objectives are to:

Our current environmental programme is mapped out from 2011-2015.
The main aspects of the programme are as follows:

•
•
•
•
•
•

• E nsure compliance and continuously improve the environmental
management and audit programme aspects of ISO 14001.
• Further refine responsibilities and embed environmental performance
targets into all levels of company operations, from corporate to
individual units.
• Refine and improve data collection and deploy best practice and best
available technologies.

R educe effluent discharges beyond levels of legal compliance.
Reduce atmospheric emissions beyond levels of legal compliance.
Reduce volumes and hazard levels of industrial waste and increase recycling.
Use the best available technology to meet environmental targets.
Reduce energy consumption per unit of production.
Increase the area of re-cultivated and reclaimed land.
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Approximately 700 employees are
responsible for ensuring the effective
operation of our environmental and
health and safety management systems.

• R educe pollutant discharges into water bodies by 9,000 tonnes per year.
• Reduce air emissions by 12,000 tonnes per annum.

• Increase the volumes of waste recycled by 1,450 tonnes per annum.
• Reduce effluent discharges by 5m cu m per year.

Our key investments in the period 2011-2015:
Projects to reduce polluting discharges into water bodies

RUB 3.59bn

Projects to reduce air emissions of pollutants

RUB 3.72bn

Projects to mitigate environmental impacts of waste disposal

RUB 0.46bn

TOTAL

RUB 7.77bn

Economic sustainability

Our key targets are:

Our company

Our environmental team

Key environmental projects

Phosphorit

Major upgrading of waste and surface water control and treatment, industrial process and air emission systems;
reconstruction of wastewater treatment facilities and a phosphogypsum storage site
Monitoring and reduction of discharges into the Luga River

Lifosa

Upgrading of on-site laboratory and aluminium fluoride production process.

Novomoskovskiy Azot

Approved construction of a new ammonium nitrate plant – reducing loss of hazardous materials into drainage systems
and reducing gas use
Upgraded nitric acid processes to reduce carbon emissions and increase wastewater quality
‘Novomoskovsk Clean Water Programme.

Nevinnomisskiy Azot

Upgrading of wastewater treatment facilities, installation of gas analysis equipment, creation of ammonia emissions
treatment system and establishment of monitoring stations.

EuroChem-VolgaKaliy

Commissioning and launch an environmental monitoring programme with government agencies, polishing lagoon
and biological treatment facility.

Tuapse Transhipment Terminal

Constructed an environmental monitoring centre for analysing soil, water and air samples
The terminal monitors air at the buffer zone border and posts the results on its own information display

EuroChem BMU

Launched a zero-discharge water system, minimising fresh water intake and eliminating effluent discharges.

Air quality monitoring network

In line with our objective to improve auditing and data collection, we are
creating a network of air quality monitoring stations at all our key plants.
We work with local authorities and government agencies to identify the
optimum sites for the stations.

Phase II, from 2012-2014, will establish monitoring stations in
Kotelnikovo, Novomoskovsk, Kingisepp and Usolie.

The resulting data is fed automatically to independent regional
hydrometeorological centres, from where it is made available to regional
government authorities and media for further publication. We also
host regular visits to our plants for local community representatives and
environmental groups, who have access to independent monitoring data.
In addition, our phosporit plant has permanent water monitoring
with updated data on www.eurochem.fi. (in Finnish)

Further information

Phase I, from 2010-2011, included setting up monitoring stations
at Belorechensk, which has three air monitoring centres and a mobile
environmental laboratory; Nevinnomysk, which has three centres;
and Tuapse, which has two centres and a website www.tbt-tuapse.com
providing an updated scoreboard.

All the stations are funded by EuroChem and include technicians and
the latest monitoring and laboratory equipment. We install gas analysis
and meteorological recorders that capture data on air quality, wind speed,
direction, air temperature, pressure and relative humidity. When the
stations are commissioned, the plant is shut down for scheduled
maintenance. Our technicians and specialists from local authorities
and government agencies then measure background air quality and
set a baseline for future monitoring once the plant starts operating.

Social responsibility

Constructed a recycled water pump station at the tailings dam
Completed first phase of on-site industrial waste disposal facility

Environmental responsibility

Kovdorskiy GOK
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Environmental responsibility
in action
Environmental protection expenditures [RUBm]
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In January 2012, the Finnish media reported high phosphorus
concentrations in the Luga River, adjacent to the EuroChem
Phosphorit plant. We immediately launched our own investigation to
identify the possible sources and pathways of phosphorus-containing
waters around the plant.
Our research concluded that the occasional increase of phosphorus
concentration was caused by the rising levels of surface water during
flood periods. Consequently, in order to control runoff we have
constructed a system of dams which store surface water in natural
reservoirs and ponds. We have also installed a pipeline and a pumping
station and restored a treatment facility for the surface water. These
measures will increase the quality of surface water flowing to the
Luga River from areas adjacent to the factory.
Four independent monitoring projects have subsequently shown no
further increase in phosphorus concentrations.
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Trend since 2004

Non-recycle water consumption [m3/tonne]
6
-32%
55
44
33
2
2
1
01
0
2004 2005 2006 2007 2008 2009 2010 2011 2012
Trend since 2004

Energy consumption [kWh/tonne]

-13.5%

160
120
80
40
0

2004 2005 2006 2007 2008 2009 2010 2011 2012
Trend since 2004

Looking to the future, we have signed a Memorandum of
Understanding with the John Nurminem Foundation to jointly select an
international expert to assess the current phosphorus treatment
system. The expert will also study sources and pathways of
phosphorus from areas close to Phosphorit as well as monitor
concentrations in the Luga River.
Ville Niinistö, Finland’s Minister of the Environment, commented:
“The progress achieved so far in addressing the phosphorus runoff
is encouraging. I’m delighted to see that there is such a strong joint
commitment to work towards the common goal of reducing the
phosphorus load to the Baltic Sea permanently.”
Famous Finnish photographer and diver Jukka Nurminen, who took
the photograph ‘The play of light on rocks on the seabed’ (featured
above), has spent almost 1,000 hours taking photos of marine life in
the Baltic Sea. EuroChem has supported a current exhibition of
Jukka Nurminen’s work in Kingisepp.
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The use of nitrogen and phosphate fertilizers during a plant’s rapid
growth before flowering is key to producing a high corn yield.
Cornfields in Mannheim (Germany), as well as in other parts of
Europe, are supplied with premium fertilizers by EuroChem Agro.

Economic sustainability
Environmental responsibility
Social responsibility

Zero-discharge water system

EuroChem spent RUB 170.4m on this
environmental programme.

Further information

In 2012, EuroChem-BMU switched to a
zero-discharge water system, minimising its
fresh water intake and eliminating effluent
discharges outside the facility’s boundaries
and into the river Pshekha. From 2007 to
2011 EuroChem-BMU built its own local
wastewater treatment facilities, water supply
and disposal systems, pipeline system and
storage facility to recycle final effluent and
reuse it in the production process.
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Social responsibility
We align our own corporate goals with the
interests of our customers, our employees
and the communities close to our plants.
Consequently our products, our employment
conditions and our relationships with local
communities meet and exceed best practice
and international standards.

Our social commitments
Our products will benefit wider society by boosting the production of food,
fibres and biofuels in an environmentally benign way, while meeting the
demands of a growing population.
Our products and services will help to bolster the agricultural sector, which is
a key employer in many parts of the world.
We will provide meaningful work, excellent benefits, career pathways and
a secure future for employees, contractors and their families, who make
a positive contribution to their own communities.
We will make direct contributions to the economic wellbeing of communities
adjacent to our operating plants. This support currently encompasses
11 towns and cities in Russia, Lithuania and Belgium, with a combined
population of more than one million people. These communities have
benefited from investments totalling RUB 516,000 in 2012 and more
than RUB 3bn over the past 12 years.

Working with local communities
Our community investments are co-ordinated by Administrative direction, based in Moscow, working through the management at each plant and community
liaison offices in Kotelnikovo and Tuapse.
Engaging with stakeholders
Local community representatives

Meetings and site visits relating to investment projects and environmental monitoring.

Environmental organisations

Consulted about siting of and results from environmental monitoring stations.

Universities and educational institutions

Supporting courses and providing chemistry and engineering tuition for school pupils, students
and teachers.

Local authorities

Consultation and partnerships to develop ice sports arenas, support health and education institutions
and report on environmental monitoring activities.

Non-profit organisations

Identification of those that require and would benefit from financial support and volunteering efforts.

The media

Provision of access to company spokespersons to provide insight into community investments and
environmental monitoring activity.

Employees

All employees are trained and certified according to their environmental responsibilities and specific
management routines.

Local communities

Organisation of regular site visits for local communities to view environmental management
processes. The data from our air quality monitoring stations is also made available via government
agencies and local media.
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CorporateRegister.com, the world’s largest
online database of social and environmental
reports, described trends in reporting globally
and within the agrochemicals sector. Ethix SRI
Advisors, socially responsible investment
specialists, focused on materiality issues and
investor expectations around sustainability
and associated reports.

1

> Investor expectations

T hey are looking for effective risk
management and how a company
responds to challenging issues.
2

> Reporting trends

T he number and scope of reports
has grown since the early 1990s,
across industries and within the
agrochemical sector.

3

> Corporate responsibility in Russia

 emains very much focused on
R
community investment, volunteering
and charitable support.

A series of presentations were followed by
a wide-ranging discussion.

Economic sustainability

In April 2012 we teamed up
with UK-based consultancy
The College to host a seminar in
London on corporate sustainability
and reporting. Contributors
focused on reporting standards,
trends and investor expectations.

Russia-based contributors came from the
Centre of Social Corporate Responsibility
and Non-Financial Accounting of the Russian
Union of Industrialists and Entrepreneurs,
‘Donors Forum’ and the Agency for Social
Information. All of whom provided a
comprehensive overview of standards,
attitudes and approaches to sustainability.

Key observations:

Our company

Sharing best practice in corporate sustainability and reporting

Our community investment priorities
Sports

• O
 pportunities to achieve sporting
goals
• Support junior sports schools and
public clubs
• Sponsor competitions
• Ice sports development with the
Russian Ministry of Sport, Tourism
and Youth Policy

• H
 ockey arenas constructed in Kovdor and Novomoskovsk
• Hockey arenas started in Nevinnomyssk and Kingisepp, sports centres started in
Belorechensk and Kedainiai
• Vars ski facility in Kovdor completed in 2011
• Upgraded sports facilities in Belorechensk, Kotelnikovo and Kovdor
• Support for sports clubs and associations
• Founded first hockey school in Novomoskovsk

Health

• Modernising healthcare facilities

• Support for hospitals in Kovdor, Kingisepp, Novomoskovsk, Kotelnikovo,
Belorechensk and Maikop
• Support for medical units in Novomoskovsk, the Centre for Hygiene and
Epidemiology in Volgograd and the Tula Regional Hospital for Children’s Mental
and Neurological Diseases
• Support for two ambulances in Saryusky and Talassky districts in Kazakhstan

Education

• S upport for schools
• EuroChem chemistry classes
• Support for regional
education classes
• Support for chemistry teachers

•
•
•
•
•

Environment

• Local environmental projects
• Waste disposal, water use reduction,
land reclamation projects
• Environmental monitoring

• Meetings organised with local communities and environmental organisations
in Novomoskovsk, Nevinnomyssk, Tuapse, Kingisepp and Belorechensk
• Expanded network of environmental monitoring stations

Charity

• Support for vulnerable groups
• Partnerships with NGOs
• Volunteering

• Supported more than 70 organisations including orphanages, veterans’ groups
and charitable foundations
• In 2012, more than 400 employees volunteered to help 30 community
organisations

F inancial assistance and infrastructure improvement for schools
Support for universities and scientific institutions
International schools chemistry contest and support for teachers
Funds for 29 EuroChem chemistry classes
Training courses for employees

Further information

Achievements

Social responsibility

Current projects

Environmental responsibility

Priority
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Social responsibility continued
New community, new opportunities

Skating on new ice

In November 2012 we announced an investment of RUB 2.5bn in the
construction of a new residential community in the town of Berezniki.
Located close to our Usolskiy potash plant, the development includes
70 two-storey cottages and 20 five-storey buildings, offering
650 apartments.

The construction of the first ice arena (600 seats) in Nevinnomysk has
been completed. The opening of the arena is planned for summer
2013. The investment in the arena was RUB 310m.

The 38.5-hectare plot will be developed with co-financing from regional
and municipal authorities, who recognise the economic and social
benefits that the community and the plant will bring to the region.
In addition to the new homes, the development will include a school, a
sports centre, a hotel and 100 serviced apartments. The building work
should be completed by 2016, with construction of the hotel and
service apartments expected to begin in 2013.
Usolskiy, one of EuroChem’s two greenfield potash projects in Russia,
has a planned investment of RUB 75bn to create a potassium chloride
mine, associated logistics and infrastructure. The first phase of the
project involves sinking two shafts to a depth of approximately
500 metres, with an annual production capacity of 2.3 million tonnes
of potassium chloride.

In November 2012 we signed an agreement with the city of Kingisepp
to invest in the construction of a ice sports arena – to be completed
by late 2014.
With a seating capacity of 311, the arena is designed to fit into its
environs and will be the prime venue for hockey and figure skating
competitions throughout the year. The investment will also support the
establishment of SKA St Petersburg Hockey Club, which will provide
coaching for children and juniors, identifying those with the potential
to achieve Olympic standard. The projected budget is RUB 220-250m.
“I am grateful to EuroChem for contributing to the development of
sports in our region,” said Victor Geshele, Head of the Kingisepp
Municipal District administration. “It is a privilege to sign this agreement
as we have been dreaming of a hockey arena for so many years. We
have already reached an understanding on co-financing from the
federal budget and the Vice-Governor of the Leningrad Region has
assured us of his support for our project.”
The arena is part of our ‘junior ice sports’ programme, with co-funding
from Russia’s Ministry of Sport, Tourism and Youth Policy and delivered
jointly with municipal authorities.

Project to build 100 apartments for young professional staff in Usolye.

Construction of the new ice sports arena at Nevinnomysk.
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Award

Further information

EuroChem CSR programme
declared best among
Russia’s chemical sector
EuroChem was named Russia’s 2012 corporate charity leader in the
category ‘Best programme promoting corporate charity policy and
social investment concepts’. The award, from the Russian Union of
Industrialists and Entrepreneurs (RUIE), cited our professional incubator
programme ‘Career lift for regional youth’.
This is the fourth year in a row that we have led the rankings for CSR
and charity programmes among Russia’s chemical industry companies.

A youth ice hockey friendly between
teams from Russia and Finland,
for 10 to 12 year olds, held in Espoo,
Finland, organised by EuroChem.
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Our employees
We are an attractive and responsible employer
with a strong corporate culture. Our employees
are a key asset and underpin our success now
and in the future.
Our approach to employment

Key achievements
Methodology:
>Sustainable year-on-year increases

in productivity
>Salaries above regional averages and

the best in the Russian chemical sector

In 2012, we employed more than 22,000 people at 61 locations across
Russia and 17 countries, representing 55 nationalities. These sites vary
from extraction, processing, manufacture, logistics, administration and sales.

>Excellent ROI and increased earnings

Providing this many people with a challenging, safe and rewarding working
environment is the responsibility of the Human Resources department,
which oversees recruitment, working conditions, career development and
performance monitoring. The Head of HR is based in Moscow, with a team
of managers operating at each operating company.

>Steady reduction in employee turnover
>Steady reduction in productive time losses
>Optimisation of the number of managers

The HR department works to a HR policy that is aligned with the business
strategy, and operates over a 16-year cycle. It determines key indicators and
priorities and sets quantitative and qualitative targets, including effectiveness
indicators and measurement tools. The policy is consistent across all
operating companies and focuses on recruitment, incentivisation,
remuneration, bonus structure, training, development and social support.
We carefully monitor current and future resourcing requirements and, thanks
to our work with universities and our own internal development programme,
are able to attract and retain excellent people with skills aligned to our
requirements. Our continued growth and innovation means that over the
past ten years we have created 1,800 new jobs on our sites at Tuapse,
Kotelnikovo, Murmansk and Usolye, as well as developing existing sites.
Our planned investments over the next five years will necessitate the
creation of a further 6,000 jobs across the business.

The percentages of top managers hired
locally by region:
>Krasnodar territory – 60%
>Leningrad region – 87.5%
>Murmansk region – 87.5%
>Stavropol region – 55.5%
>Tula region – 50%

per employee
>Ability to attract excellent people with

the right skills for the business

per employee
>Generous and effective benefits and

social programmes
>Continued need for new people in line

with growth
>Best-in-class professional development

programmes
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EuroChem employs over 22,000 people
and is committed to both their welfare and
development and that of their families.

Equal opportunities and diversity

Social benefits

We comply with all relevant labour laws upholding the rights of employees,
including the Labour Code of the Russian Federation and international labour
conventions. We do not use forced, compulsory, child or agency labour and
we respect all human rights under the relevant laws and conventions. The
pay structure is equal for men and women relating to the same type of work
(as per ILO Convention No.100), working through unified pay scales for all
employee categories.

In 2012, we spent RUB 420bn on social benefits for employees. In addition
to those benefits specified in law, we offer:
• Access to health resorts for employees and their families.
• Top-up pension payments.
• Dedicated support services for veterans and retired employees.
• Access to sporting, cultural and public events.
• Assistance to attend events.
• Subsidised mortgage and health insurance programmes.
• Specially constructed, on-site accommodation at Kotelnikovo,
Tuapse and Usolie.
• Resettlement, relocation and transport expenses for employees moving
or transferring.

Economic sustainability

From 2012 our Russian-based employees have benefitted from a banking
partnership that offers favourable rates and financial services.

Environmental responsibility

Our human resources strategy matches both the changing requirements
of the business and the needs of individual employees. We guarantee
each employee’s right to be represented by a trade union of their choice.
We also guarantee the rights of the trade union to function without hindrance
or restrictions, other than those dictated by law.

Salaries and incentives
Our salary and incentives structure is based on industry best practice. It
clearly links an employee’s contribution to overall company results with their
remuneration level. The salary grading level is set according to qualifications,
responsibilities and complexity of the role. In Russia, average wages at our
plants are at least 10% higher than the regional sector average. In our
international territories our salaries are based on the regional sector average.
We also operate a system of monthly and quarterly bonuses, regional
weightings, hardship payments, overtime and shift payments.

2006

2007

2008

2009

2010

2011

2012

26,410
13.9
10.2
2.02

23,805
13.3
7.3
3.1

21,585
13.4
5.7
5.2

20,102
13.5
2.6
3.7

19,671
12.7
3.4
5.0

20,843
12.3
4.1
6.3

22,119
12.6
5.0
7.5

764
6,588.1
15.3
2,503.5
4,084.6
16,025
31.3

924
7,288.2
10.6
2,696.6
4,591.6
20,305
26.7

1,051
9,628.7
32.1
3,081.2
6,547.5
25,220
24.2

1,173
9,404
-2.3
1,980.0
7,424.0
29,790
18.1

1,360
11,490
22.2
2,692
8,798.0
31,700
6.4

1,358
13,175
14.7
3,379.7
9,795,3
35,109
10.8

1,471
16,499
25.2
3,562.7
12,936.3
41,068
17.0

Social responsibility

Key HR Indicators
Full-time equivalent employee numbers (people)
Management to staff ratio (%)
Staff turnover at production facilities (%)
Group revenues per employee (RUB m/person)
Productivity per main type of product per person,
average (tonnes)
Personnel costs (RUB m)
Changes in personnel costs (%)
Variable remuneration (RUB m)
Fixed (remuneration) (RUB m)
Average full-time equivalent wage (RUB/month)
Changes in average monthly wage (%)

Further information
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Our employees continued
Developing talent and enhancing skills

Working with universities

As we grow we need more skilled and motivated employees. Recruitment and
retention are therefore vital. This process is however made more difficult
when fewer young people are opting to study technical and engineering
subjects. This is reflected in the low levels of teacher competence and lack of
high-quality facilities in schools, which reduces the intake of motivated and
informed students to universities. The latter are also under-resourced and
have not been proactive in developing links into schools and into businesses
that are prospective employers. Consequently, chemical companies in Russia
are struggling to find suitably qualified recruits.

We have teamed up with seven Russian universities to offer scholarships and
specialist engineering training to students with a view to them joining
EuroChem after graduating. These institutions are Moscow State University,
D. Mendeleev University of Chemical Technology of Russia, Moscow State
University of Environmental Engineering, Moscow State Mining University,
South-Russian State Technical University, Ivanovo State University of
Chemistry and Technology and Perm State Technical University.

EuroChem has made a strategic decision to invest in the employee ‘value
chain’ from early intervention in schools through university education,
enhancing teachers’ capabilities (professional competence incubation) and
developing the skills of our recruits and employees (career lift). This reflects
our vertically integrated business model and supports our sustainable growth.
In 2012, the budget for this programme was RUB 17m and covered
Murmansk, Leningrad, Tula and Volgograd Regions as well as Perm,
Stavropol and Krasnodar Territories.

Working with schools
We fund a network of 29 school laboratories which focus on chemistry,
natural sciences and environmental studies. Operating across seven Russian
regions, the laboratories provide a pathway for school students to enrol on
university chemistry courses under a scholarship scheme. Over 300 students
benefited from the programme in 2012.
We sponsor Russian chemistry contests and in 2011 supported the 45th
International Mendeleev schools contest with the Faculty of Chemistry at
Lomonosov Moscow State University, involving 96 students from 15
countries. We organise annual workshops for chemistry and natural sciences
teachers that allow them to explore new methodologies in order to enthuse
and engage their students. These are tutored by senior staff from our partner
universities. In 2012, 57 teachers from across Russia took part in the
workshops at a cost to EuroChem of RUB 1.44m. Also in 2012, 82 teachers
benefitted from a parallel programme of site visits and on-site training.

In 2012, 46 students were studying under the scholarship programme,
with plans to involve a further 200 students. In 2012, we also sponsored
122 students through specialist training at our partner universities, which
with the intake from previous years means that there are over 300 young
people currently involved. Annually we employ about 150 such suitably
qualified graduates.

Recruiting motivated graduates
Graduates from our training programmes join EuroChem on a three-year
‘Young Employee’ programme that offers them support from professional
tutors, a fast track to careers across the company and the chance to
network with their peers at meetings. 134 graduates benefited from
the programme in 2012.

Developing employee capabilities
We operate seven professional training centres which provide access to
courses on a wide range of topics. In 2012, 57% of all employees benefited
from training at these centres.
Our succession planning programme provides ongoing up-skilling of
employees who will fill senior positions when they become available.
There are currently more than 250 employees fully trained and ready to fill
senior positions.
Our MBA, run with a UK university and Russian academy, is extremely
popular with 35 employees completing the programme in 2012.

In February 2012 the All-Russian Congress of Teachers of Chemistry took
place at Lomonosov Moscow State University. EuroChem’s presentation on
its talent development programme was well received and feedback gained
has been taken into account when planning 2013 activity.

Leading the way
EuroChem salaries are the best in the
Russian chemical sector.
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Graduates from our training programmes
join EuroChem on a three-year ‘Young
Employee’ programme that offers them
support from professional tutors, a fast
track to careers across the company and
the chance to network with their peers at
meetings. 134 graduates benefited from
the programme in 2012.

The programmes are managed by our Administrative Director, Heads of HR
and Communications and their teams. All national and regional media are
used to promote the programmes and competitions to students and their
parents in key regions, and we also develop direct contracts with schools
and universities.
This approach to recruitment and retention has four main facets:
Actions in 2012

Training
partnerships with
universities with
strong mining
capabilities for
talented students

• T eaching and training programmes with six
universities
• Ensure that students gain access to and enter
national and international chemistry contests.

Improve standards
of chemistry,
physics, natural
sciences and
ecology in regional
schools

• Tutorials and workshops for school teachers
from the regions at the Faculty of Chemistry of
Lomonosov Moscow State University
• On-site professional development course for
teachers with senior lecturers from partner
universities

Vocational
guidance for
school students

• Meetings of 17- and 18-year old pupils with
university and college students
• Tuition in 29 EuroChem classes and tuition
in schools
• Visits to EuroChem sites

Over the next two years we intend to:
> Extend the scale and scope of the
programmes, involving new institutions
and academics from other disciplines.
> Enhance the levels of co-operation
between universities and EuroChem.
> Formalise the publication of course texts
and associated handbooks.
> Enhance our teachers’ professional
development workshops and promote
greater interaction between schools
and universities.

Social responsibility

• Corporate scholarships for motivated students
[2011-2012 budget = RUB 3m; 2012-2013
budget = RUB 5m]
• Practical and pre-degree training for students
[2012 – 923 students attended training courses
at EuroChem facilities]
• Support for graduate projects focused on
aspects of EuroChem operations
• Opportunity to attend science and technical
conferences [2012 – 30 students attended
conferences]

Methodology:

Environmental responsibility

Support research
interests of
talented trainee
chemists and
engage with
students through
work placements

Plans for 2013-2014

Economic sustainability

Reaching out

Further information
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Health and safety
Our approach to health and safety
Occupational health and safety is ultimately the responsibility of the Board.
The strategy and associated policies are administered and enacted through
our Administrative Director, Technical Director and Head of Human
Resources, and their teams across the operating companies.
The health and safety management system is based on and complies
with the international standard OHSAS 18001 and applies to all of our
production sites.

Performance in 2012

Key performance indicator – Lost Time Injury Frequency Rate
(LTIFR) (injuries per million hours worked)
The LTIFR is the number of injuries resulting in absence from work per
million hours worked. It is a key performance indicator for the business
and in 2012 stood at 1.22.
Number of industrial accidents
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In 2012, there were six separate fatal injuries at five of our production sites.
This prompted a detailed review of our existing health and safety procedures,
a key component of which was a Safety Management Assessment
undertaken by DuPont Sustainable Solutions. The assessment focused on
the operations at Novomoskovskiy Azot, using this site as an exemplar of
practice across the business, and a report was submitted in December 2012.
Responsibility for acting upon the recommendations has been assigned to
our corporate Technical Director, assisted by the Executive Director of
Novomoskovskiy Azot.
Beyond this initial programme, the Board of EuroChem has set a five-year
goal of becoming a global health and safety leader in its sector. Between
2013-2017, EuroChem will:
• M
 ove from being ‘dependent’ on other people operating safely, to being
‘independent’ – ie a situation where each employee accepts safety as a
key personal responsibility and behaves and contributes accordingly.
• Ensure that the new safety management structure and culture are
embedded across all aspects of the business, including at senior
management level.
• Embed safety management as a personal leadership characteristic.

LTIFR (injuries per million hours worked)*
2001

IFA
Russia
EuroChem

4.35
3.19
1.79

2002

4.38
2.81
1.73

2003

6.98
2.44
1.85

2004

5.00
2.13
1.39

2005

–
1.94
1.71

2006

–
1.81
1.44

2007

3.09
1.69
1.34

2008

2.80
1.56
1.28

2009

2.35
1.31
1.11

2010

2.82
1.38
1.25

2011

2.35**
–
1.45

2012

–
–
1.22

* As per IFA methodology based on 1,600 working hours per person per year. **Since 2011 IFA methodology based on 1,800 working hours per person per year.

Number of industrial accidents resulting in absence from work at EuroChem production sites
Number of
industrial
accidents

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

89

86

77

57

66

51

37

35

28

29

33

2012

44
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In 2012, DuPont Safety Solutions undertook a Safety Management
Assessment at our Novomoskovskiy Azot plant. This covered two main
aspects of the operation:
• workplace safety and culture, and
• process safety management (including industrial and fire safety).

The report recognised that while there is management commitment,
discipline, rules, goals and supervision, the system on the ground
tended to be too reactive or ‘dependent’. The safety culture and process
safety were assessed as being at a fundamental level, with awareness,
but with more work required to achieve a level of excellence.

The assessment also identified opportunities for improvements,
including the development of safety and behaviour leadership skills
for line management, the establishment of a Central Safety Committee
and working teams for key processes, implementation of a behaviour
audit system, awards for safety improvements and suggestions and
better management of mechanical integrity, process safety, contractor
safety, hazards and change.

Further information

The EuroChem corporate and site management team is now working
with DuPont Sustainable Solutions to adopt the recommendations
and pilot an improved safety system at Novomoskovskiy Azot in 2013
before full rollout across the company during 2014-2015.

Social responsibility

The assessment identified the key strengths of the current system
including the adoption of a ‘zero incidents’ goal at the corporate and
site level, accountability for site managers, adoption of specific safety
principles, minimal employee turnover, sharing of experiences
and knowledge, operation of training centres and safety curricula,
a high level of automation and regular equipment inspections by
external specialists.

Environmental responsibility

The DuPont team visited production shops, repair/service areas, the
fire-fighting team and gas rescue service. They carried out 140
interviews with line managers, supervisors, administrators, shop-floor
teams and contractors. Simultaneously, DuPont’s Safety Perception
Survey was conducted with on-site employees to assess attitudes.

Economic sustainability

Case study

The journey to safety
excellence
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Independent assurance
for EuroChem’s social reporting
Introduction

Assurance methodology and coverage

This audit assurance relates to the 2012 Sustainability Report (hereinafter
the “Report”) prepared by EuroChem Mineral and Chemical Company OJSC
(hereinafter the “Company”). The Company is responsible for collecting,
summarising and presenting the information included in the Report. Bureau
Veritas Certification Rus CJSC has been retained to ensure the transparency
of the assurance process with a view to assuring stakeholders of the
credibility of the information included in the Report, and to encourage further
improvements in the Company’s reporting and business practices. Bureau
Veritas Certification Rus CJSC is responsible for the work undertaken to
provide limited assurance for this Report only to the Company, and is not
responsible for any assurance-related decisions made, delayed or revoked
by any third party.

Methodology:
• We interviewed the Company’s top executives on key aspects of the
Company’s corporate social responsibility required to be taken into
account in building a long-term business policy and strategy, and their
integration into the Company’s business processes.
• We interviewed the Company’s key specialists engaged in developing
various parts of the Report to verify the credibility of the statements
and data contained in the Report.
• We interviewed the Company’s external stakeholders to identify how
the Company engages them in identifying key aspects of sustainable
development and then responds to the proposals and recommendations
they submit.
• We confirmed the achievement of the 2012 objectives in corporate
social responsibility set by the Company in its 2011 Report, and various
statements for the previous reporting periods.
• We assessed the effectiveness of the Company’s management approach
with regard to economic, environmental and social performance.
• We assessed the processes that the Company uses in collecting,
consolidating, processing, analysing, and documenting the data used
in the Report.
• We assessed the Company’s internal documents (policies, procedures,
standards, guidelines, regulations, etc.) and the body of data (including
primary sources of information) defining the effectiveness of the Company’s
responsible business practices in corporate social responsibility.
• We assessed the processes of the Company’s interaction with its
stakeholders during the reporting period, with a view to evaluating the
criteria and procedures for the selection of material economic, social,
and environmental aspects to be included in the Report.
• We took into account the results of the external audit undertaken in
respect of the corporate quality management system, the environmental
management system, and the occupational health and safety management
system, certified in accordance with the ISO 9001, ISO 14001, and
OHSAS 18001 international standards.
• We reviewed a selection of media and internet data referring to the
Company’s assurance activities, and third-party statements describing
the Company’s commitment to its values of corporate social responsibility,
as evidence to verify the validity of the statements made in the Report.
• We verified the information published on the Company’s corporate
website against the AA1000APS (2008), AA1000SES (2011) and the
GRI recommendations.
• We reviewed the preliminary draft of the Report to identify potential
inaccuracies, inconsistencies and unsubstantiated statements.
• We evaluated the availability of the Report to all stakeholders, and the
effectiveness of the existing feedback mechanisms.

Assurance scope and criteria
The assurance process is based on the methodology formalised in the
AA 1000 Assurance Standard (AS) 2008, and the standards of non-financial
reporting review set forth in ISAE 3000. During the assurance process the
Bureau has set and successfully resolved the following tasks:
1 Assessment of the Report’s compliance with the principles of inclusivity,
materiality and responsiveness set forth in the AA1000 Accountability
Principles Standard (APS) 2008.
2 Assessment of the quality and extent to which the Company’s
stakeholders were engaged in the Report preparation in accordance
with the AA1000 Stakeholder Engagement Standard (SES) 2011.
3 Assessment of the extent to which the Company progressed in
introducing the principles of the Global Reporting Initiative Sustainability
Reporting Guidelines (GRI), in defining the Report’s contents and
ensuring its quality, including sustainability context, completeness of
coverage of material topics and indicators, balance, comparability,
accuracy, etc.
4 Assessment of the extent to which the Report meets the A+ application
level (the Company’s self-declaration) in accordance with the GRI.
5 Provision of guidance on the preparation of corporate public non-financial
reporting in the future.

Assurance type and level
The Report assurance is based on the following provisions of the
AA1000AS (2008):
• Assurance type: 2 (Type 2 – Accountability Principles and Performance
Information), intended to assess a company’s compliance with all of the
abovementioned reporting principles and to evaluate the credibility of the
performance indicators (data, statements) included in the Report.
• Assurance level: moderate.
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• The Report accurately reflects the Company’s performance for the
purposes of corporate non-financial public reporting.
• The Company continues to maintain effective management systems
that enable it to identify key economic, social and environmental aspects
of its operations; to plan, manage and improve respective processes;
to identify expectations of stakeholders in respect of material aspects
and incorporate them in its policy, as well as promptly respond to them
as part of its operations.
• The public non-financial reporting process and control systems
implemented by the management are fully enabled by the Company’s
mission, policies, procedures and resources.
• The corporate social responsibility policy underlies the Company’s general
process of its strategy formulation, implementation of scheduled events,
evaluation of their effectiveness, and identification of key business
improvement areas.
• With their leadership and commitment to corporate social responsibility
principles, the Company’s top executives are directly involved in preparing
the Report.
• The Report has a logical structure, written in simple language, and is
adequately accurate, fair, factual, and balanced. The Report offers
stakeholders sufficient information to make decisions, without going into
redundant details. Substantive statements correspond to the quantitative
indicators included in the Report and other available sources of information.
The Report is user-friendly and easy to navigate. It contains explanations
for acronyms and technical terms. Graphs, diagrams, charts and photos
supporting the text ensure a better understanding of the Report.
• There are no unsupported performance results in the Report.

Further information

• The assurance does not apply to the performance indicators beyond
the 2012 reporting cycle, as well as historical integrated data.
• The assurance does not apply to financial indicators verified by other
independent auditors.
• The assurance did not take into account statements expressing
EuroChem’s opinions, assumptions, expectations, beliefs, or intentions
to take any actions in the future.
• The verification of the Company’s interaction with stakeholders did not
cover public events (dialogues or public hearings).

General opinion of the report

Social responsibility

Assurance limitations

In the preparation of our assurance we analysed the supporting information
provided by the management company’s top executives, its divisions and
Novomoskovskiy Azot OJSC, the statutory statistical data, and other public
data using analytical methods of verification. We took into account issues
specific to the Company’s industry and existing confidentiality limitations.
The verification of selected information in the Report carried out as part of
the moderate level assurance gives a lower level of guarantee than a
complete verification of all data (high level). Regarding quantitative indicators
contained in the Report, the assurance work performed by us cannot be
considered exhaustive for the purposes of identification of all possible
misrepresentations. Nevertheless, the data collected by the assurer provides
a sufficient basis for a conclusion to be made under the moderate assurance
level as to the Company’s adherence to the principles of inclusivity, materiality
and responsiveness of AA1000AS (2008) Assurance Standard, and the
quality of its disclosure of sustainability performance indicators in accordance
with AA1000AS (2008) Assurance Standard and the GRI Guidelines.

Environmental responsibility

In the preparation of our assurance, in addition to the information
contained in the Report, we also relied on the information published on
the Company’s corporate website at http://www.eurochem.ru/, in federal,
local and regional press (EuroChem’s corporate newspaper, Vedomosti,
Novomoskovskaya Pravda, and Tulskiye Izvestiya newspapers), broadcasted
by Tula regional TV channels (the GTRK Tula, TRK Novomoskovsk),
and posted on official government websites in the regions where the
Company operates (http://www.nevinsk.ru/, http://www.nmosk.ru/,
http://www.kingisepp-mo.ru/), as well as in the Twitter news and
materials https://twitter.com/EuroChem_Social.

Basis of our opinion

Economic sustainability

We verified the adequacy of a number of representations, statements
and data included in the Report by means of the following procedures:
• An office visit made in April 2013 to interview top executives and
specialists on the Company’s strategy, its economic performance, and
priority aspects of environmental management, HSE, HR and social
policies, and corporate communications.
• An on-site visit made in April 2013 to review the production and social
infrastructure facilities of Novomoskovskiy Azot OJSC, one of the
Company’s plants located in Novomoskovsk, Tula Region. During the
visit we held meetings with the Administrative Director, Head of the HSE
Department, Head of Environmental Protection Department, Head of HR
Department, Head of the Training Centre, and Public Relations Manager.
We reviewed the plant’s production units (Urea-3 Workshop, Mineral
Fertilizers and Acids Workshop No. 2), observed manufacturing processes,
spoke with the plant’s management and personnel on site, and reviewed
personnel facilities. We also met with the Chairman of the Novomoskovsk
Committee for Physical Culture and Sports to discuss the Company’s
involvement in the regional community programmes, visited the Ice Palace
Sports and Recreation Centre, and the Azot Community Centre. We also
made a visit to Comprehensive School No. 12, and the Novomoskovsk
Lyceum, where we discussed the Company’s participation in the
improvement of the schooling infrastructure with the management and
the faculty, and inspected chemistry classrooms (EuroChem classrooms)
and gyms that the Company’s helped to equip.
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Independent assurance
for EuroChem’s social reporting continued
• The reporting principles defined in the GRI, ver. 3.1, have generally
been observed.
• The Company has implemented part of the recommendations to improve
the corporate social reporting offered to it after the verification of its
2011 Sustainability Report.
• While assessing the preliminary draft of the Report, we have identified
minor inaccuracies in the Company’s disclosures of standard reporting
elements and performance indicators as specified in the GRI, ver. 3.1,
including in respect of governance, commitments and engagement of
stakeholders (clauses 4.9, 4.15 and 4.16); economic performance
indicators (EC2, EC6); labour practices and decent work (LA1, LA2);
human rights (HR1, HR2, HR10); product responsibility performance
indicators (PR5). These inaccuracies have been rectified by the Company
in the final draft of the Report before its publication.

Report compliance with principles of AA1000APS (2008)
Principle 1: Inclusivity
• The information presented in the Report and the data we obtained
demonstrate that the interests of the majority of stakeholders were taken
into account when preparing information for inclusion in the Report.
• The Company has identified and described 13 stakeholder groups in
the Report. It employs an integrated, consistent and aligned approach
in addressing all material aspects identified in the engagement process,
and in searching for the required solutions.
• The Company evaluates the level of its response to key topics and
concerns raised by stakeholders, and includes them in the Report.
• The principal means of communicating and interacting with stakeholders
are: reports, including this Report, meetings of the Company’s and its
subsidiaries’ top executives with the management and operating
personnel, news reports, press releases, interviews, negotiations,
conferences, fora, surveys, the Company’s website, participation in
unions and associations, media publications, audits and verifications,
written requests and claims, and other open interaction formats.
Principle 2: Materiality
• The Company has made progress in identifying material aspects of
sustainable development and stakeholders’ needs. It maintains clear and
comprehensive materiality criteria taking into account the specifics of the
chemical industry and the GRI recommendations on reporting principles.
• The Report offers a balanced and well-grounded presentation of material
economic, social and environmental aspects of the Company’s operations
from the stakeholders’ point of view that shape the Company’s sustainable
development progress. In identifying material aspects of its operations, the
Company relied on key external and internal business factors and risks.
• The Report imparts material information on maintaining by the Company
of its economic robustness, focusing on priority business areas, its
investment and innovation policies, and advises of the Company’s
self-assessment of its progress in implementing the 2012 social
commitments. The depth of coverage of various topics in the Report
corresponds to their relative significance (materiality).

• The Company displays an understanding of the concept of corporate social
responsibility and sustainability, using objective information in covering
various subjects in its Report. The Report sets sustainable development
goals for 2013 and beyond.
• Information and data are displayed in the Report in a format that helps
users to identify existing trends in the Company’s performance, its
achievements and, in part, unresolved economic, environmental, and
social issues.
• The information provided on the material aspects of the Company’s
sustainable development can be easily traced back to the processes
of its selection, processing, transmission, and presentation.
• The information contained in the Report is important for stakeholders
because it may influence their future decisions and behaviour with
respect to the Company.
• Based on the analysis of the data contained in the Report and our
interviews, we cannot point to any material aspect of corporate social
responsibility that was overlooked or wrongly excluded from the Report.
The Report covers important developments over the reporting period.
Principle 3: Responsiveness
• The Company continues to improve its responsiveness to stakeholders’
material requests, which was reflected in detailing in the 2012 Report of
ten priority areas and topics.
• The cornerstone of the Company’s operations is its focus on consumers.
The demands of consumers are met with supplies of mineral fertilizers of
the required quality. The Company builds its image as a reliable partner
and its competitive advantage by relying on a tested multi-level quality
assurance system, highly skilled and competent workforce, training
continuity and effective consumer engagement procedures. The Company
is committed to improving its quality management system in accordance
with ISO 9001:2008 and implementing an innovation-based investment
programme of technical upgrades and modernisation.
• The views and expectations of the Company’s shareholders are taken
into account by implementing the principles of corporate governance.
The Company views the improvement of its corporate governance and
operating transparency as one of the key focuses of its strategy.
• The interests of the employees at the Company’s enterprises are taken
into account in the collective agreements entered into between the
management and the trade union committees (working committees)
of the enterprises comprising the Company.
• The Company responds to the needs of the regions where it operates
through a wide range of social initiatives and projects. The Company’s
enterprises are major contributors to the development of the regions of
their presence, both as major taxpayers and employers. Under its
agreements for social and economic cooperation, the Company continued
to focus its efforts on supporting education, junior sports, health,
environment, and culture.
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Report compliance with the GRI guidelines

Extent and quality of stakeholder engagement in
accordance with AA1000SES (2011)

Recommendations for corporate public non-financial
reporting in the future

Assurer
Bureau Veritas Certification Rus CJSC
18 April 2013

Vladimir Mityashin, Leading Auditor
Ph.D. in Economics
IRCA No. 01191213
Moscow

Further information

• Give a more detailed description of a number of standard reporting
elements and performance indicators.
• Ensure a balanced approach to reporting both positive and negative
trends in the Company’s sustainable development performance.
• Develop management guidelines for public reporting.
• Develop, in conjunction with stakeholders, a list of sustainability
performance indicators, taking into account specific features of the
chemical industry.

• Bureau Veritas is an international independent professional company with
an 180 year history of providing services on accredited certification of
various management systems (such as management systems for quality,
occupational health and safety, environmental stewardship, social
responsibility, etc.).
• Bureau Veritas Certification Rus CJSC officially declares that this
Assurance is an independent assessment of a third-party auditor. Bureau
Veritas Certification Rus CJSC has no commercial interest in the business
of the Company, except for the assurance services provided.
• Auditors engaged by Bureau Veritas Certification Rus CJSC are duly
qualified in independent assurance of public non-financial reporting in
accordance with our internal procedures and international best practices.

Social responsibility

The process of public accountability in general corresponds to the
requirements of AA1000SES (2011). The Company continues to maintain the
stakeholder identification methodology relying on a multi-criteria approach
based on dependence, responsibility, influence, etc. A constantly updated
stakeholder database is in place. Stakeholders are engaged to take part in
the preparation of the corporate reports well in advance. Responsibilities
and areas of authority of the Company’s top executives and employees in
engaging with stakeholders are clearly defined and receive the resources
needed. The Company regularly monitors and updates the key interests,
needs and expectations of its stakeholders, using them to identify priorities
and the best methods of stakeholder engagement. Engagement results are
duly documented and communicated to stakeholders. The engagement
efficiency is regularly measured and assessed.

Statement by Bureau Veritas Certification Rus on
independence, impartiality and competence

Environmental responsibility

The Report takes into account the recommendations of the GRI G3.1
(third generation of the GRI’s Sustainability Reporting Guidelines), covers
all standard GRI reporting elements, as well as key performance indicators,
and meets the A+ application level.

• Ensure consistency from year to year in formalised aspects of the reports
(structure, content) to help the Company’s stakeholders to track its
corporate social policy focus and correctly assess how well the Company
meets its commitments (events, programmes, plans) over time.
• Expand the practice of holding public events promoting social responsibility
in the regions where the Company operates.

Economic sustainability

• The public right to enjoy favourable environment is ensured by the
Company’s planned environmental activities and ongoing environmental
risk management. The Company has introduced a system of
environmental management in line with the ISO 14001:2004 international
standard. Environmental aspects have always been a part of the
Company’s managerial and investment decision-making processes.
Production sites have ongoing environmental control. The Company
continues to support air monitoring programmes in its regional locations.
• Currently we are unaware of any matters that could have been addressed
in the Report, but were omitted, or where the Company is unable to
respond to stakeholders’ reasonable requests.
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Summary table of standard disclosures
under GRI G3.1 reporting
The Global Reporting Initiative (GRI) is a global, multi-stakeholder organisation that has developed guidelines for sustainability reporting. Known as the
G3.1 Guidelines, these include a list of indicators that companies should consider reporting against. The index below lists each of the GRI G3.1 indicators,
whether we report against them.
Issue code
EC1

Response

EC2

Direct economic value generated and distributed, including revenues, operating costs, employee compensation, donations and
other community investments, retained earnings, and payments to capital providers and governments
Financial implications and other risks and opportunities for the organisation’s activities due to climate change

EC3

Coverage of the organisation’s defined benefit plan obligations

EC4

Significant financial assistance received from government

EC5

Range of ratios of standard entry level wage by gender compared to local minimum wage at significant locations of operation

EC6

Policy, practices, and proportion of spending on locally-based suppliers at significant locations of operation

EC7

EC9

Procedures for local hiring and proportion of senior management hired from the local community at locations
of significant operation
Development and impact of infrastructure investments and services provided primarily for public benefit through commercial,
in kind, or pro bono engagement
Understanding and describing significant indirect economic impacts, including the extent of impacts

EN1

Materials used by weight or volume (purchased, mined)

EN2

Percentage of materials used that are recycled input materials

EN3

Direct energy consumption by primary energy source

EN4

Indirect energy consumption by primary source

EN5

Energy saved through conservation and efficiency improvements

EN6
EN7

Initiatives to provide energy-efficient or renewable energy-based products and services, and reductions in energy requirements
as a result of these initiatives
Initiatives to reduce indirect energy consumption and reductions achieved

EN8

Total water withdrawal by source

EN9

Water sources significantly affected by withdrawal of water

EN10

Percentage and total volume of water recycled and reuse

EN11
EN12

Location and size of land owned, leased, managed in, or adjacent to protected areas and areas of high biodiversity
value outside protected areas
Description of significant impacts or activities

EN13

Habitats protected or restored

EN14

Strategies, current actions, and future plans for managing impacts on biodiversity

EN15
EN16

Number of IUCN Red List species and national conservation list species with habitats in areas affected by operations,
by level of extinction risk
Total direct and indirect greenhouse gas emissions by weight

EN17

Other relevant indirect greenhouse gas emissions by weight

EN18

Initiatives to reduce greenhouse gas emissions and reductions achieved

EN19

Emissions of ozone-depleting substances by type and weight

EN20

NOx, SOx and other significant air emissions by type and weight

EN21

Total water discharge by quality and destination

EN22

Total weight of waste by type and disposal method

EC8
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Response Key:
Fully reported
Partially reported
Information not reported (not considered material to business operation)

You will find the complete GRI table with all data
for 2012 on our website at www.eurochem.ru

EN24

Percentage of products sold and their packaging materials that are reclaimed by category

EN28

EN30

Monetary value of significant fines and total number of non-monetary sanctions for non-compliance with environmental
laws and regulations
Significant environmental impacts of transporting products and other goods and materials used in the subsidiary's operations,
and transporting members of the workforce
Total environmental protection expenditures and investments by type

LA1

Total workforce by employment type, employment contract, and region, broken down by gender

LA2

Total number and rate of new employee hires and employee turnover by age group, gender, and region

LA3
LA4

Benefits provided to full-time employees that are not provided to temporary or part-time employees, by significant locations
of operation
Percentage of employees covered by collective bargaining agreements

LA5

Minimum notice period(s) regarding operational changes, including whether it is specified in collective agreements.

LA6

LA9

Percentage of total workforce represented in formal joint management-worker health and safety committees that help
monitor and advise on occupational health and safety programmes
Rates of injury, occupational disease, lost days and absenteeism and number of work-related and number of work-related
fatalities by region
Education, training, counselling prevention and risk-control programmes in place to assist workforce members, their families
or community members regarding serious diseases
Health and safety topics covered by formal agreements with trade unions

LA10

Average hours of training per year per employee by gender, and by employee category

LA11

Programmes for skills management and lifelong learning that support the continued employability of employees and assist them
in managing career endings
Percentage of employees receiving regular performance and career development reviews, by gender

EN29

LA7
LA8

LA12
LA13

LA15

Return to work and retention rates after parental leave, by gender

HR1

Percentage and total number of significant investment agreements and contracts that include clauses incorporating human
rights concerns, or that have undergone human rights screening
Percentage of significant suppliers, contractors, and other business partners that have undergone human rights screening,
and actions taken
Total hours of employee training on policies and procedures concerning aspects of human rights that are relevant to operations,
including the percentage of employees trained
Total number of incidents of discrimination and corrective actions taken

HR2
HR3
HR4
HR5
HR6

Operations and significant suppliers identified in which the right to exercise freedom of association and collective bargaining
may be violated or at significant risk, and actions taken to support these rights
Operations and significant suppliers identified as having significant risk for incidents of child labour, and measures taken to
contribute to the effective abolition of child labour

Further information

LA14

Composition of governance bodies and breakdown of employees per employee category according to gender, age group,
minority group membership, and other indicators of diversity
Ratio of basic salary and remuneration of women to men by employee category, by significant locations of operation

Social responsibility

EN27

EN25

Environmental responsibility

EN26

Weight of transported, imported, exported or treated waste deemed hazardous under the terms of the Basel Convention
Annexes I, II, III, and IV and percentage of transported waste shipped internationally
Identity, size, protected status and biodiversity value of water bodies and related habitats significantly affected by the reporting
subsidiary's discharges of water and runoff
Initiatives to migrate environmental impacts of products and services, and extent of impact migration

Response

Economic sustainability

Issue code
EN23
Total number and volume of significant spills and emergency discharge
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Summary table of standard disclosures
under GRI G3.1 reporting continued
Issue code
HR7
Operations and significant suppliers identified as having significant risk for incidents of forced or compulsory labour,
and measures to contribute to the elimination of all forms of forced or compulsory labour
HR8
Percentage of security personnel trained in the organization’s policies or procedures concerning aspects of human rights
that are relevant to operations
HR9
Total number of incidents of violations involving rights of indigenous people and actions taken
HR10

Percentage and total number of operations that have been subject to human rights reviews and/or impact assessments

HR11

Number of grievances related to human rightsfiled, addressed and resolved through formal grievance mechanisms

SO1

Percentage of operations with implemented local community engagement, impact assessments, and development programmes

SO2

Percentage and total number of business units analysed for risks related to corruption

SO3

Percentage of employees trained in organization’s anti-corruption policies and procedures

SO4

Actions taken in response to incidents of corruption

SO5

Public policy positions and participation in public policy development and lobbying

SO6

Total value of financial and in-kind contributions to political parties, politicians, and related institutions by country

SO7

Total number of legal actions for anticompetitive behaviour, anti-trust, and monopoly practices and their outcomes

SO8

Monetary value of significant fines and total number of non-monetary sanctions for noncompliance with laws and regulations

SO9

Operations with significant potential or actual negative impacts on local communities

SO10

Prevention and mitigation measures implemented in operations with significant potential or actual negative impacts on
local communities
Life cycle stages in which health and safety impacts of products and services are assessed for improvement, and percentage
of significant products and services categories subject to such procedures
Total number of incidents of non-compliance with regulations and voluntary codes concerning health and safety impacts of
products and services during their life cycle, by type of outcomes
Type of product and service information required by procedures, and percentage of significant products and services subject
to such information requirements
Total number of incidents of non-compliance with regulations and voluntary codes concerning product and service information
and labelling, by type of outcomes
Practices related to customer satisfaction, including results of surveys measuring customer satisfaction

PR1
PR2
PR3
PR4
PR5
PR6
PR7
PR8
PR9

Programmes for adherence to laws, standards, and voluntary codes related to marketing communications, including
advertising, promotion, and sponsorship
Total number of incidents of non-compliance with regulations and voluntary codes concerning marketing communications,
including advertising, promotion, and sponsorship by type of outcomes
Total number of substantiated complaints regarding breaches of customer privacy and losses of customer data
Monetary value of significant fines for noncompliance with laws and regulations concerning the provision and use of products
and services

Response
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Awards

RUIE has awarded EuroChem the ‘Russia’s Best Companies:
For Development of Non-Financial Reporting in the Chemical Industry’
award. The award, given for the company’s corporate sustainability
report, which highlighted the transparency and quality of the company’s
dialogue with stakeholders, was presented by RUIE President
Alexander Shokhin.

E uroChem’s 2011 annual report was declared ‘Absolute Winner’ at the
2012 Sochi International Investment Forum. This is not EuroChem’s first
award-winning report – our 2010 report earned numerous accolades
in Russia as well as a nomination at the 2011 IR Society’s Best Practice
Awards for best annual report by an unlisted entity.
E uroChem was awarded ‘Best Primary Sector Annual Report’ and
‘Best Information Disclosure on a Corporate Website’ in the 14th annual
joint Stock Market magazine competition, which is supported by the
Federal Financial Markets Service of Russia.
E uroChem’s online annual report was recognised as ‘Best Russian report’
at the 13th annual competition for corporate reports organised by the
Expert RA rating agency.
E uroChem’s corporate newspaper was awarded ‘Best Corporate Medium’
by the Association of Corporate Communications and Media Directors
of Russia in the corporate newspapers section.

E uroChem was nominated for ‘Best Russian Enterprises: dynamics,
efficiency, accountability – 2012’ award organised by the Russian Union
of Industrialists and Entrepreneurs as part of the annual ‘Russian Business
Week’. The company was cited for its social policy in Russian cities and, in
particular, for the development of professional opportunities for local youth.

E uroChem-BMU was named a ‘Kuban Business Leader’ in the chemical
and petrochemical industry section for its production growth rates,
its contribution to gross regional product, the competitiveness of its
products, and its commitment to social responsibility.
E uroChem-VolgaKaliy was named ‘Prospector of the Year’ at the
seventh International MINEX mining and mineral exploration forum.

Environmental responsibility

EuroChem was in the top three in the ‘Best Corporate Social Responsibility
and Sustainable Development’ category at the XV Annual Report
Competition organised by the Moscow Stock Exchange.

EuroChem hockey and personnel programmes won the
National Programme for “Best Social Project Russia-2012”.

Economic sustainability

EuroChem was named Russia’s 2012 Corporate Charity Leader in
the ‘Best Programme Promoting Corporate Charity Policy and Social
Investment Concepts’ category by the Russian Union of Industrialists
and Entrepreneurs (RUIE), which praised the company’s ‘Incubator of
professional competencies: career lift for regional youth’ programme.
For the fourth year in a row, EuroChem has led the ranking for CSR and
charity programmes among Russia’s chemical industry companies.

Social responsibility
Further information
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Glossary

Abbreviations used in the report
EuroChem
bn
CIS
CSR
EBITDA
GRI
HR
HSE
HSE&Q
JORC
KPI(s)
LTIR
m
MMT
NGO
p.a.
PPP
RAFP
RUB
RUIE

EuroChem Mineral and Chemical Company OJSC
Billion
Commonwealth of Independent States
Corporate social responsibility
Earnings before interest, taxes, depreciation, and amortisation
Global Reporting Initiative G3.1
Human resources
Health, safety and environment
Health, safety, environment and quality
Australasian Joint Ore Reserves Committee
Key performance indicator(s)
Lost time incident rate
Million
Million metric tonnes
Non-governmental organisation
Per annum
Public-private partnership
Russian Association of Fertilizer Producers
Roubles
Russian Union of Industrialists and Entrepreneurs

Russia
USD
CAN
DAP
DFP
K
K20
MAP
MCP
N
NP
NPK
P
P2O5
pp
UAN

Russian Federation
US dollars
Calcium ammonium nitrate
Diammonium phosphate
Defluorinated feed phosphate
Potassium
Potash
Monoammonium phosphate
Monocalcium phosphate
Nitrogen
Nitrogen – phosphorus
Nitrogen – phosphorus – potassium
Phosphorus
Phosphate
percentage points
Urea ammonium nitrate

EuroChem is a leading
vertically integrated nitrogen
and phosphate fertilizer
producer. Its mission is to
help the world grow the food,
feed, fibre and fuel needed to
sustain a growing population.
Visit our website
www.eurochem.ru

Meeting reporting standards
This report covers the calendar year 2012 and follows on from the 2011 report
‘Enabling the future’.
The content is defined with reference to our previous annual sustainability reports,
ongoing strategic business developments, changes in the external regulatory
environment and continued engagement with our stakeholders. This also helps us
to define the issues that are of material importance to the business. This approach
and the outcomes are covered in more detail within the report.
The report covers all current operating and developing sites. It takes account of the
activities of employees and contractors working at these sites as well as interactions
with local communities, government agencies, customers, suppliers and the other
key stakeholders as described.
The performance data includes that from the operations of new companies acquired
during 2012. Where possible we have presented data in relation to KPIs, for example,
per tonne of production, in order to provide some comparability where new capacity
has been added.
The data used in the report is derived from our own comprehensive management
information system and developed specifically for our business. Where conversion
factors have been used, these are stated here or in the data book published separately.
There has been no restatement of information in previous reports. The data
provided has been updated in line with 2012 performance, including that from
newly acquired companies.

If you’ve finished reading this report and no longer wish to
retain it, please pass it on to other interested readers,
return it to EuroChem or dispose of it in your recycled
paper waste. Thank you!
This report is available on www.eurochem.ru.
Designed and produced by The College
www.the-college.com
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