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RUSSIAN COAL CEO BILAN ABDURAKHIMOVICH 
UZHAKHOV: “OUR MID-TERM STRATEGY INVOLVES 

PRODUCTION INCREASE, OPTIMIZATION AND AUTOMATIZATION, 
SALES IN NEW MARKETS”

– In H1 2016 the overall coal output in Russian Coal is in-
creasing against the same period of 2015. What are the major 
factors that determine these changes? Which rates are expected 
in Q3 and 2016 in general?

Over 9 months of 2016 Russian Coal’s enterprises extracted 
9.45 million t of coal, by 260,000 t up from the same period last 
year. In Q3 over 3.1 million t of coal was extracted at Stepnoy Mine, 
over 2.4 million t – at Amursky Coal mines and over 3.9 million t – 
at Krasnoyarskkrayugol OJSC. The mines of Krasnoyarsk Krai and 
Amurskaya Region demonstrate the most intensive rise of the rates. 
Increased output is attributed to the exploration of new sales markets 
both in Russia and abroad. On the whole we plan to extract some 14 
million t of coal in 2016.

– Which steps to develop the company’s production capac-
ities have been taken this year and which ones are planned in 
the short term? Do you have any plans to expand the port and 
rail infrastructure?

A new prep plant has reached the installed capacities at Stepnoy 
Mine. The mining operations are being currently increased. It will 
allow to use the machines, cycled on mining, more effectively as well 
as to increase the annual coal output. The prodcution capacities are 
planned to be developed due to technical upgrading, which has helped to launch new hydraulic exca-
vators Hitachic with the bucket capacity 12 m3. By the end of the year the company plans to purchase 
another 2 heavy bulldozers.

Balance and industrial coal inventories in Krasnoyarsk Krai are moving up as planned before. Geological 
exploration on drilling new areas of coal bedding, having purchased as an attachment to the major work-
ing area, are completed at Pereyaslavsky Mine. It will provide the mine with coal reserves for long period.

At Sayano-Partizansky Mine the technical project on the increase of coal extraction to 3 million t is being 
currently developed. At the same time the development of South-Western site of the mine is coming to the 
end. The operational project development will be approved after fulfillment of all the assessments in 2017.

In general all the undertaken activities in Krasnoyarsk Region will allow increasing the company’s 
balance coal reserves by 100 million t.

As of now the reserves of Russian Coal amount to over 1 billion t.
As for the plans on expansion of the port and rail infrastructure, we are currently estimating their 

economic expediency.
– Which tasks and targets does Russian Coal aim to as part of the development of Far East 

coal industry?
Firstly, we plan to increase the output and to improve the social climate. In Q3 the production rates 

of Amursky Coal go ahead the plan by 9% and by 100,000 t ahead the rates of the same period last year. 
Severo-Vostochny mine keeps operating steadily. Over 9 months of 2016 some 800,000 t of coal was ex-
tracted there. The technical equipment of Yerkovetsky Mine allows fulfilling the production rates stably 
in near future. Since the beginning of the year over 1.5 million t of coal was extracted here.

– How do you evaluate the carbon-free zone project in the Eastern Siberia? If implemented, 
how would it impact the company?

I do not think that this project will be implemented promptly in the current economic situation – its 
economic viability is highly debatable. I also see no environmental reasons for creating such a zone, con-
sidering the area size of the Eastern Siberia and the amount of possible carbon emissions. At current, the 
main environmental threat to the Eastern Siberia is wild fire, not coal.
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In any event, carbon-free zone creation project is far from being the main issue for Russian coal 
producers. In 2015 the amount of investments in the Russian coal industry reached its minimum. None 
of the Russian coal companies are paying the debt body, and the industry is marked as a red zone for 
investments by bankers around the world. The Russian coal industry generates zero profit or a minimal 
margin excluding credits, though all the companies are highly leveraged.

The three principal issues for the Russian coal industry, in my view, are still haul distance, high social 
obligations and old Soviet standards, which are no longer relevant nowadays. The Ministry of Energy 
(Minenergo) and The Ministry of Labour and Social Protection (Mintrud) dedicate a great deal of attention 
and time for settlement of the latter issue and there are some positive developments. However, there is 
still much to be done.

I believe that, amid high debt load and reduced investments for Russian coal companies, a chain of 
bankruptcies in the market is possible in the long term. Those who endure, however, will benefit from 
the situation, as the demand for coal will grow.

Russian Coal group stands firm and demonstrates strong fundamentals, that is why I am not concerned 
about our future.

– Which steps had been taken in 2016 to strengthen the company’s positions in the global 
market? What are the plans on coal exports for the current year?

We are interested in increasing our export share, given the recovery of prices in the global market. 
Current price rate is at a threshold level, but still is attractive for exports. We must take advantage of the 
developing price situation. That is why we are ramping up export volumes. Our technological infrastruc-
ture and coal reserves allow us to reach higher production volumes at the open pits that produce export 
quality material. Over the first 9 months of 2016 production volumes at Sayano-Partizanskiy open pit that 
produces high-calorific DG rank are 45% ahead of the production target. Stepnoy open pit also produced 
more than 100,000 t of coal in excess of the plan. The coal prep plant at Stepnoy will start washing small 
coal sizes, which will enable us to further increase export volumes in future.

– The EU countries are concerned about excessive carbon dioxide emissions, which results in 
a pursuit to minimize the use of coal. Does this policy affect your sales and do you plan to further 
maintain your share in the EU market?

Our sales have not yet been affected by this policy. Coal is the primary fuel for energy generating 
stations of most former Soviet Union countries, and the conversion works are long and costly. Not all the 
EU countries can afford this in the current economic situation. There are some countries with utilities sector 
historically oriented towards the coal consumption. For example, Poland was traditionally a coal-produc-
ing country. The current production volumes are relatively small, but coal consumption structure was 
preserved completely. In the long-term, however, the European countries will depart from coal use. And 
we should be prepared for such risks.

– Much of the sales are made by buyers from Asia-Pacific Region. Have you managed to make 
up for the loss of the market share amid decreasing coal imports by China? What sales destinations 
in Asia-Pacific Region will remain of top-priority to you; will there be any new partners?

Asia-Pacific Region remains one of the most attractive markets for Russian coal in the long run, with 
prices and consumption being likely to rise there. Supplies of Russian coal to China have seen no cutbacks. 
On the contrary, China is to ramp up coal imports as it has shut down its own low-profit production facil-
ities. Thereby, Russian coal exports to China are rising in 2016, with Russian Coal taking an active part in it. 
We traditionally ship coal to Japan and South Korea, which are firm consumers of the material. In the long 
view, an increase in Russian coal exports may be observed to India as the country is incapable of mining 
the required volumes. Coal is also required by developing economies of Southeast Asia such as Vietnam, 
Philippines and Malaysia. Over the next 20 years the countries of Asia-Pacific Region will not give up using 
coal as alternative power sources are too expensive to them. The population of the developing countries 
keeps growing, so the coal need is hardly going down there. One should not forget that Australia is still 
our strong rival in the region, with operational efficiency of Australian mining companies being much 
higher than that in Russia coupled with a notable logistic advantage of the former.

– How do you evaluate the capabilities of the company to raise competitiveness on unfavour-
able conditions of the commodity markets? What destinations Russian Coal will give priority to 
in the short term? Do you have any plans to enter new sales outlets?

The commodity markets conditions are getting better now. Prices for raw material have come up 
from their bottom and gone up. We expect prices will keep increasing in the medium term, albeit much 



Metal Expert | CIS coal News |   October 7, 2016  |  5  |

INTERVIEW

slower. To raise our competitiveness we plan to optimize our costs as much as possible, to improve the 
quality of coal through processing and to expand our resource portfolio by purchasing new deposits in 
order to consequently step up production.

Our medium-term strategy involves mining ramp-up, production process optimization and automation, 
higher operational efficiency, expansion to new markets (in the countries of Asia-Pacific Region chiefly), 
and perhaps, new acquisitions. As for the companies to be acquired, we are ready to consider different 
economically attractive options.

Since we need to compete with Australian companies in Asia-Pacific Region largely owing to high 
quality of the material, we are to raise our preparation capacities.

I commend our capabilities of raising competitiveness mainly thanks to our well-managed and 
dedicated team both in the presence regions and our headquarters. Over the past few years we have 
managed to achieve synergy management in regions and Moscow. So, I have no doubts that our team 
can handle expanding our business to other regions and even countries.
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RUSSIA MIGHT BECOME TOP-3 SUPPLIER  
OF PETCOKE TO TURKEY

“The coke production rise in Russia, high prices and favourable geo-
graphical location will lead to increase in imports to Turkey,” believes Yury 
Borenko, senior trader at DYM Resources.

– American petcoke prices quoted to Turkish consumers 
are high on the back of limited supply. What can be the impact 
of this fact?

– Increasing prices in America have resulted in stronger interest 
in coke from Russia. Besides, many petcoke consumers in Turkey are 
able to optimize costs by raising hard coal consumption.

– Can Russian petcoke exporters compete with suppliers 
from America?

– Coke from Russia can be quite a good alternative to shipments 
from other sources, making the country one of the top-3 importers 
to Turkey. The supplies from Russia into the Turkish market might 
exceed 50,000-100,000 t per month next year if there are factors to 
contribute to the increase, among them subdued demand in the 
Russian domestic market, weak rouble and high coke prices in Turkey.

The advantages of buying Russian coke are the possible shipment 
in smaller batches (from 2,000 t) and short transportation distance. 
However supplies from the USA and Venezuela will be much bigger 
during the next few years.

– Are Russian ports ready to export coke?
– The outlook for coke supplies from Russia will improve along with the development of port 

infrastructure on the Russian shore of the Black Sea. It is hard to accumulate a 10,000-20,000 t batch as 
deepwater facilities like Novorossiysk are stocked with coal while shallow ports like Rostov-on-Don are 
not able to ship batches more than 5,000 t.

– What amount of petcoke can Russia produce?
– There are 10 delayed coking units operating in the country. Three of them with 1.5 million t capacity 

in total were put on stream in the summer 2016. Besides, capacity of the units at Lukoil refinery plant in 
Perm was doubled.

This year the total volume of petcoke production in Russia will be about 2.8 million t, including  
1.3-1.4 million t of the material with medium and high sulphur content, according our assessment.

About half of the produced coke in the Russian market has medium and high sulphur content (up to 
6%), while the rest is anode grade with sulphur content of up to 3%.

Yury Burenko
Senior trader, DYM Resources


