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CONFERENCE CALL  

A conference call to discuss the results, hosted by Alexander Frolov, CEO, and Nikolay Ivanov, CFO, will 

be held on Thursday, 8 August 2019, at: 

3 pm (London time) 

5 pm (Moscow time) 

10 am (New York time) 

To join the call, please dial: 

+44 (0)330 336 9411 UK 
+7 495 646 9190 Russia 
+1 929 477 0402 US 

 

Conference ID: 6506107 

To avoid any technical inconvenience, it is recommended that participants dial in 10 minutes before the start of 

the call. 

The presentation for the call will be available on the Group’s website, www.evraz.com, on Thursday, 8 August 

2019, at the following link: 

https://www.evraz.com/en/investors/reports-and-results/financial-results/ 

An MP3 recording will be available on Friday, 9 August 2019, at the following link: 

https://www.evraz.com/en/investors/reports-and-results/financial-results/ 

 
  

http://www.evraz.com/
https://www.evraz.com/en/investors/reports-and-results/financial-results/
https://www.evraz.com/en/investors/reports-and-results/financial-results/
https://www.evraz.com/en/investors/reports-and-results/financial-results/
https://www.evraz.com/en/investors/reports-and-results/financial-results/






















































http://www.evraz.com/














 

  

 

 

 

 

 

 

 
EVRAZ plc 

 
 

Unaudited Interim Condensed 
Consolidated Financial Statements 

 
 

Six-month period ended 30 June 2019 
 

 

 
 
 
 



 

 38 

EVRAZ plc 
 

Unaudited Interim Condensed Consolidated Financial Statements 
 

Six-month period ended 30 June 2019 
 
 
 
 
 

Contents 

 

 

 

Report on Review of Interim Condensed Consolidated Financial Statements 

 

Unaudited Interim Condensed Consolidated Financial Statements 

 

Unaudited Interim Condensed Consolidated Statement of Operations  ................................................... 40 

Unaudited Interim Condensed Consolidated Statement of Comprehensive Income  ............................... 41 

Unaudited Interim Condensed Consolidated Statement of Financial Position  ......................................... 42 

Unaudited Interim Condensed Consolidated Statement of Cash Flows  .................................................. 43 

Unaudited Interim Condensed Consolidated Statement of Changes in Equity  ........................................ 45 

Selected Notes to the Unaudited Interim Condensed Consolidated Financial Statements  ..................... 47 

 
 
 



 

  

Independent Review Report to EVRAZ plc 

 

Introduction 

We have been engaged by EVRAZ plc (the Company) to review the condensed set of financial statements in 
the interim report for the six months ended 30 June 2019 which comprises the Interim Condensed 
Consolidated Statement of Operations, Interim Condensed Consolidated Statement of Comprehensive 
Income, Interim Condensed Consolidated Statement of Financial Position, Interim Condensed Consolidated 
Statement of Cash Flows, Interim Condensed Consolidated Statement of Changes in Equity and related 
notes 1 to 15. We have read the other information contained in the interim report and considered whether it 
contains any apparent misstatements or material inconsistencies with the information in the condensed set of 
financial statements.  

This report is made solely to the Company in accordance with guidance contained in International Standard 
on Review Engagements 2410 (UK) ‘Review of Interim Financial Information Performed by the Independent 
Auditor of the Entity’ issued by the Auditing Practices Board. To the fullest extent permitted by law, we do not 
accept or assume responsibility to anyone other than the Company, for our work, for this report, or for the 
conclusions we have formed.  

Directors’ responsibilities  

The half-yearly financial report is the responsibility of, and has been approved by, the Directors. The 
Directors are responsible for preparing the half-yearly financial report in accordance with the Disclosure 
Guidance and Transparency Rules of the United Kingdom’s Financial Conduct Authority. As disclosed in note 
2, the annual financial statements of the Group are prepared in accordance with IFRSs as adopted by the 
European Union. The condensed set of financial statements included in this interim financial report has been 
prepared in accordance with International Accounting Standard 34, ‘Interim Financial Reporting’, as adopted 
by the European Union.  

Our responsibility  

Our responsibility is to express to the Company a conclusion on the condensed set of financial statements in 
the interim financial report based on our review. 

Scope of review 

We conducted our review in accordance with International Standard on Review Engagements 2410 (UK), 
‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’ issued by the 
Auditing Practices Board for use in the United Kingdom. A review of interim financial information consists of 
making enquiries, primarily of persons responsible for financial and accounting matters, and applying 
analytical and other review procedures. A review is substantially less in scope than an audit conducted in 
accordance with International Standards on Auditing (UK) and consequently does not enable us to obtain 
assurance that we would become aware of all significant matters that might be identified in an audit. 
Accordingly, we do not express an audit opinion.  

Conclusion 

Based on our review, nothing has come to our attention that causes us to believe that the condensed set of 
financial statements in the half-yearly financial report for the six months ended 30 June 2019 is not prepared, 
in all material respects, in accordance with International Accounting Standard 34 as adopted by the 
European Union and the Disclosure Guidance and Transparency Rules of the United Kingdom’s Financial 
Conduct Authority. 

Ernst & Young LLP,  

London,  

7 August 2019 
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Unaudited Interim Condensed Consolidated Statement of Operations 
 

(In millions of US dollars, except for per share information) 
 
 

  
Six-month period 

ended 30 June 
 Notes 2019 2018 

Revenue    
Sale of goods 3  $ 5,960  $ 6,185 
Rendering of services 3 180 158 

  6,140 6,343 
Cost of revenue  (4,183) (3,997) 

Gross profit  1,957 2,346 
    
Selling and distribution costs  (446) (443) 
General and administrative expenses  (282) (274) 
Social and social infrastructure maintenance expenses  (10) (13) 
Gain/(loss) on disposal of property, plant and 

equipment  2 (4) 
Impairment of non-financial assets  5 (17) (20) 
Foreign exchange gains/(losses), net  (273) 147 
Other operating income  10 15 
Other operating expenses  (28) (23) 

Profit from operations  913 1,731 
    
Interest income  5 7 
Interest expense  (171) (187) 
Share of profits/(losses) of joint ventures and 

associates 8 5 5 
Impairment of non-current financial assets 5 (56) – 
Gain/(loss) on financial assets and liabilities, net 12 (7) 3 
Gain/(loss) on disposal groups classified as held for 

sale, net  – (10) 
Other non-operating gains/(losses), net  1 (6) 

Profit before tax  690 1,543 
    
Income tax expense 6 (346) (398) 

Net profit   $ 344  $ 1,145 

    
Attributable to:    
    

Equity holders of the parent entity   $ 313  $ 1,112 
Non-controlling interests  31 33 

   $ 344  $ 1,145 

Earnings/(losses) per share:    
for profit/(loss) attributable to equity holders of 

the parent entity, basic, US dollars 11  $ 0.22  $ 0.77 
for profit/(loss) attributable to equity holders of 

the parent entity, diluted, US dollars 11  $ 0.21  $ 0.76 

 
 
The accompanying notes form an integral part of these unaudited interim condensed consolidated 
financial statements. 
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Unaudited Interim Condensed Consolidated Statement of Comprehensive Income 

 
(In millions of US dollars) 

 

 
 
The accompanying notes form an integral part of these unaudited interim condensed consolidated 
financial statements. 
 

  
Six-month period 

ended 30 June 
 Notes 2019 2018 

    
Net profit   $ 344  $ 1,145 
    
Other comprehensive income    

    
Other comprehensive income to be reclassified 

to profit or loss in subsequent periods    
    
Exchange differences on translation of foreign 

operations into presentation currency   635 (516) 
Recycling of exchange difference to profit or loss on 

disposal of subsidiaries  – 63 
Net gains/(losses) on cash flow hedges  27 1 
Net (gains)/losses on cash flow hedges recycled to  

profit or loss 12 (33) – 

  629 (452) 
    
Effect of translation to presentation currency of 

the Group’s joint ventures and associates 8 6 (7) 

Share of other comprehensive income of joint 
ventures and associates accounted for using the 
equity method  6 (7) 

    
Items not to be reclassified to profit or loss in 

subsequent periods    
Net gains/(losses) on equity instruments at fair value 

through other comprehensive income  – 59 
    
Gains/(losses) on re-measurement of net defined 

benefit liability  – 2 
Income tax effect  – (1) 

  – 1 
    

Total other comprehensive income  635 (399) 

Total comprehensive income, net of tax   $ 979  $ 746 

    
Attributable to:    

Equity holders of the parent entity   $ 929  $ 727 
Non-controlling interests  50 19 

   $ 979  $ 746 
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Unaudited Interim Condensed Consolidated Statement of Financial Position 
 

(In millions of US dollars) 
 

 Notes 
30 June  

2019 
31 December  

2018 

ASSETS    
Non-current assets    
Property, plant and equipment 7  $ 4,677  $ 4,202 
Intangible assets other than goodwill  198 206 
Goodwill  890 864 
Investments in joint ventures and associates 8 87 74 
Deferred income tax assets  116 92 
Other non-current financial assets  43 91 
Other non-current assets  48 44 

  6,059 5,573 
Current assets    
Inventories   1,651 1,474 
Trade and other receivables  813 835 
Prepayments  103 113 
Loans receivable   37 29 
Receivables from related parties 9 9 11 
Income tax receivable  22 35 
Other taxes recoverable  222 201 
Other current financial assets  34 35 
Cash and cash equivalents 10 876 1,067 

  3,767 3,800 

Total assets   $ 9,826  $ 9,373 

    
EQUITY AND LIABILITIES    

Equity    

Equity attributable to equity holders of the parent entity    
Issued capital 11  $ 75  $ 75 
Treasury shares 11 (169) (196) 
Additional paid-in capital  2,488 2,480 
Revaluation surplus  109 110 
Unrealised gains and losses  – 6 
Accumulated profits  2,731 3,026 
Translation difference  (3,198) (3,820) 

  2,036 1,681 
Non-controlling interests  256 257 

  2,292 1,938 

Non-current liabilities    
Long-term loans 12 4,274 4,186 
Deferred income tax liabilities  399 258 
Employee benefits  241 226 
Provisions  243 222 

Lease liabilities  89 – 
Other long-term liabilities  33 38 

  5,279 4,930 

Current liabilities    
Trade and other payables  1,204 1,216 
Contract liabilities  341 320 
Payables to related parties 9 218 122 
Short-term loans and current portion of long-term loans 12 107 377 
Lease liabilities  34 – 
Income tax payable  62 104 
Other taxes payable  177 266 
Provisions  45 35 
Amounts payable under put options for shares in subsidiaries  67 65 

  2,255 2,505 

Total equity and liabilities   $ 9,826  $ 9,373 
 

 
The accompanying notes form an integral part of these unaudited interim condensed consolidated financial 
statements. 
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Unaudited Interim Condensed Consolidated Statement of Cash Flows 
 

(In millions of US dollars) 
 

 Six-month period ended 
30 June 

 2019 2018 
Cash flows from operating activities   
Net profit  $ 344  $ 1,145 
Adjustments to reconcile net profit/(loss) to net cash flows from 

operating activities:   
Deferred income tax (benefit)/expense 93 38 
Depreciation, depletion and amortisation  271 285 
(Gain)/loss on disposal of property, plant and equipment  (2) 4 
Impairment of non-financial assets 17 20 
Impairment of financial assets 57 2 
Foreign exchange (gains)/losses, net 273 (147) 
Interest income  (5) (7) 
Interest expense  171 187 
Share of (profits)/losses of associates and joint ventures (5) (5) 
(Gain)/loss on financial assets and liabilities, net  7 (3) 
(Gain)/loss on disposal groups classified as held for sale, net – 10 
Other non-operating (gains)/losses, net (1) 6 
Changes in provisions, employee benefits and other long-term 

assets and liabilities (5) (15) 
Expense arising from equity-settled awards   8 8 
Other 1 (2) 

 1,224 1,526 
Changes in working capital:   

Inventories (76) (301) 

Trade and other receivables  57 (140) 

Prepayments 16 (63) 

Receivables from/payables to related parties  80 (11) 
Taxes recoverable 14 4 
Other assets 1 – 
Trade and other payables 14 (9) 
Contract liabilities 8 (114) 
Taxes payable (157) 45 
Other liabilities (6) (5) 

Net cash flows from operating activities 1,175 932  
Cash flows from investing activities   

Proceeds from sale of other investments – 92 

Issuance of loans receivable (6) – 

Proceeds from repayment of loans receivable, including interest – 1 

Investments in associates and joint ventures (Note 8) (3) – 
Short-term deposits at banks, including interest 4 7 
Purchases of property, plant and equipment and intangible assets (309) (226) 
Proceeds from disposal of property, plant and equipment 5 2 
Proceeds from sale of disposal groups classified as held for sale, net of 

cash disposed and transaction costs – 41 

Dividends received 5 6 
Other investing activities, net 3 (24) 

Net cash flows used in investing activities (301) (101)    
 
   
Continued on the next page 
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Unaudited Interim Condensed Consolidated Statement of Cash Flows  
(continued) 

 
(In millions of US dollars) 

 
 

 
Six-month period ended 

30 June 
 2019 2018 

Cash flows from financing activities   
Payments for the purchase of non-controlling interests (Note 4)  $ (56)  $ – 
Proceeds from bank loans and notes 1,233 807 
Repayment of bank loans and notes, including interest (1,642) (1,590) 
Net proceeds from/(repayment of) bank overdrafts and credit lines, 

including interest 2 1 
Restricted deposits at banks relating to financing activities – 13 
Gain/(loss) on derivatives not designated as hedging instruments  9 1 
Gain/(loss) on hedging instruments (23) 6 
Payments under leases, including interest (20) – 
Payments under finance leases, including interest – (1) 
Dividends paid by the parent entity to its shareholders (577) (617) 
Other financing activities (7) (11) 

Net cash flows used in financing activities (1,081) (1,391) 
   Effect of foreign exchange rate changes on cash and cash 

equivalents 16 (4) 

   Net decrease in cash and cash equivalents (191) (564) 
Cash and cash equivalents at beginning of year 1,067 1,466 

Cash and cash equivalents at end of period  $ 876  $ 902 

Supplementary cash flow information:   
 Cash flows during the period:   

Interest paid  $ (157)  $ (171) 
Interest received 4 6 
Income taxes paid  (292) (270) 

 
 

The accompanying notes form an integral part of these unaudited interim condensed consolidated 
financial statements. 
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Unaudited Interim Condensed Consolidated Statement of Changes in Equity  

  
(In millions of US dollars) 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes form an integral part of these unaudited interim condensed consolidated financial statements.

  Attributable to equity holders of the parent entity   

 
Issued  
capital 

Treasury 
shares 

Additional  
paid-in 
capital 

Revaluation 
surplus 

Unrealised 
gains and 

losses 
Accumulated 

profits 
Translation 

difference Total  

Non-
controlling 
interests 

Total  
Equity 

           
At 31 December 2018  $ 75  $ (196)  $ 2,480  $ 110 $ 6  $ 3,026  $ (3,820)  $ 1,681  $ 257  $ 1,938 

Net profit – – – – – 313 – 313 31 344 

Reclassification of revaluation surplus to 
accumulated profits in respect of 
the disposed items of property, plant and 
equipment – – – (1) – 1 – – – – 

Other comprehensive income/(loss) – – – – (6) – 622 616 19 635 

Total comprehensive income/(loss) for 
the period – –  (1) (6) 314 622 929 50 979 

Acquisition of non-controlling interests in 
subsidiaries (Note 4) – – – – – (5) – (5) (51) (56) 

Transfer of treasury shares to participants 
of the Incentive Plans – 27 – – – (27) – – – – 

Share-based payments – – 8 – – – – 8 – 8 

Dividends declared by the parent entity to 
its shareholders (Note 11) – – – – – (577) – (577) – (577) 

At 30 June 2019  $ 75  $ (169)  $ 2,488  $ 109 $ –  $ 2,731  $ (3,198)  $ 2,036  $ 256  $ 2,292 
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Unaudited Interim Condensed Consolidated Statement of Changes in Equity (continued) 

  
(In millions of US dollars) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes form an integral part of these unaudited interim condensed consolidated financial statements.

  Attributable to equity holders of the parent entity   

 
Issued  
capital 

Treasury 
shares 

Additional  
paid-in 
capital 

Revaluation 
surplus 

Unrealised 
gains and 

losses 
Accumulated 

profits 
Translation 

difference Total  

Non-
controlling 
interests 

Total  
Equity 

           
At 31 December 2017  $ 1,507  $ (231)  $ 2,500  $ 111 $ 39  $ 635  $ (2,777)  $ 1,784  $ 242  $ 2,026 
Net profit – – – – – 1,112  1,112 33 1,145 
Other comprehensive income/(loss) – – – – 60 1 (446) (385) (14) (399) 
Transfer of realised gains on sold equity 

instruments to accumulated profits – – – – (89) 89 – – – – 
 Reclassification of additional paid-in 

capital in respect of the disposed 
subsidiaries – – (35) – – 35 – – – – 

Total comprehensive income/(loss) for 
the period – – (35) – (29) 1,237 (446) 727 19 746 

Transfer of treasury shares to participants 
of the Incentive Plans – 35 – – – (35) – – – – 

Share-based payments – – 8 – – – – 8 – 8 
Dividends declared by the parent entity to 

its shareholders – – – – – (617) – (617) – (617) 

At 30 June 2018  $ 1,507  $ (196)  $ 2,473  $ 111 $ 10  $ 1,220  $ (3,223)  $ 1,902  $ 261  $ 2,163 
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Selected Notes 
  

to the Unaudited Interim Condensed Consolidated Financial Statements  
 

Six-month period ended 30 June 2019 
 

1. Corporate Information  
 
These interim condensed consolidated financial statements were authorised for issue by the Board 
of Directors of EVRAZ plc on 7 August 2019.  
 
EVRAZ plc (“EVRAZ plc” or “the Company”) was incorporated on 23 September 2011 as a public 
company under the laws of the United Kingdom with the registered number 7784342. 
Until 1 August 2019 the registered address of EVRAZ plc was 5th Floor, 6 St. Andrew Street, 
London, EC4A 3AE, United Kingdom. The new Company’s address is 2 Portman street, London, 
W1H 6DU, United Kingdom. 
 
The Company, together with its subsidiaries (the “Group”), is involved in the production and 
distribution of steel and related products and coal and iron ore mining. In addition, the Group 
produces vanadium products. The Group is one of the largest steel producers globally. 
 
In the six-month period ended 30 June 2019 EVRAZ plc was jointly controlled by a group of 
3 shareholders: Greenleas International Holdings Limited (BVI), Abiglaze Limited (Cyprus) and 
Crosland Global Limited (Cyprus). 
  
 
2. Significant Accounting Policies 

 
Basis of Preparation 

 

These interim condensed consolidated financial statements have been prepared in accordance 
with International Accounting Standard (“IAS”) 34 “Interim Financial Reporting”, as adopted by 
the European Union. Accordingly, these interim condensed consolidated financial statements do 
not include all the information and disclosures required for a complete set of financial statements, 
and should be read in conjunction with the Group’s annual consolidated financial statements for 
the year ended 31 December 2018, which were prepared in accordance with International 
Financial Reporting Standards, as adopted by the European Union.  
 
The interim condensed consolidated financial statements do not constitute statutory accounts as 
defined by Section 435 of the Companies Act 2006. Statutory accounts for the year ended 
31 December 2018 have been filed with the Registrar of Companies. The auditor's report under 
section 495 of the Companies Act 2006 in relation to those accounts was unqualified, did not 
include a reference to any matters to which the auditor drew attention by way of emphasis without 
qualifying their report and did not contain a statement under section 498(2) or (3) of the Companies 
Act 2006.  
 
Operating results for the six-month period ended 30 June 2019 are not necessarily indicative of 
the results that may be expected for the year ending 31 December 2019. 
 

Going Concern 

 

These interim condensed consolidated financial statements have been prepared on a going 
concern basis. 
 
Changes in Accounting Policies 
 
In the preparation of the interim condensed consolidated financial statements, the Group followed 
the same accounting policies and methods of computation as compared with those applied in 
the complete consolidated financial statements for year ended 31 December 2018, except for 
the adoption of new standards and interpretations and revision of existing IAS as of 1 January 
2019. 
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2. Significant Accounting Policies (continued) 
 
Changes in Accounting Policies (continued) 
 
New/Revised Standards and Interpretations Adopted in 2019 
 

 IFRS 16 “Leases” 
 
IFRS 16 supersedes IAS 17 “Leases”, IFRIC 4 “Determining whether an Arrangement contains 
a Lease”, SIC-15 “Operating Leases-Incentives” and SIC-27 “Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease”. The standard sets out the principles for 
the recognition, measurement, presentation and disclosure of leases and requires lessees to account 
for most leases under a single on-balance sheet model. 
 
The Group applied IFRS 16 “Leases” from 1 January 2019 using the modified retrospective approach, 
i.e. the comparative information was not restated. Under this approach both lease liabilities and right-
of-use assets were recognised at the date of transition to IFRS 16 in the same amount. They were 
included within the Lease liabilities and Property, plant and equipment captions of the consolidated 
statement of financial position. Long-term finance lease liabilities, which were previously presented in 
Other long-term liabilities, and short-term finance lease liabilities, which were previously presented in 
Trade and other payables ($3 million and $3 million at 31 December 2018, respectively), were 
reclassified to the Lease liabilities caption from 1 January 2019.  
 
The Group has elected to use the following practical expedients proposed by the standard: 
 

 on initial application IFRS 16 was applied only to contracts that were previously classified as 
leases; 

 on initial application initial direct costs are excluded from the measurement of the right-of-use 
asset; 

 for all classes of underlying assets each lease component and any associated non-lease 
components were accounted as a single lease component; and 

 lease payments for contracts with a duration of 12 months or less or leases for which 
the underlying assets are of low value continue to be expensed to the statement of profit or 
loss on a straight-line basis over the lease term. The annual payments for such short-term 
leases and low-value leases approximate $4 million and $2 million, respectively.  

 
Main categories of contracts, which were affected by the requirements of IFRS 16, are operating 
leases of gondola cars, land underneath production facilities and certain items of machinery and 
equipment.  
 
At 1 January 2019, as a result of application of the new standard, the Group recognised $127 million 
of right-of-use assets (including $7 million of property, plant and equipment previously recognised 
under the finance lease contracts and $2 million of prepayments under lease contracts, which were 
both reclassified from the respective accounts), and $124 million of lease liabilities (including $6 million 
recorded as finance lease liabilities at 31 December 2018). These lease liabilities consisted of non-
current portion ($90 million) and current portion ($34 million).  Deferred income taxes were not 
accrued upon recognition of right-of-use assets and lease liabilities.   
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2. Significant Accounting Policies (continued) 
 
Changes in Accounting Policies (continued) 
 
New/Revised Standards and Interpretations Adopted in 2019 (continued) 
 

 IFRS 16 “Leases” (continued) 
 
Summary of New Accounting Policies  

 
The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date 
the underlying asset is available for use). Right-of-use assets are measured at cost, less any 
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease 
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial 
direct costs incurred, and lease payments made at or before the commencement date less any lease 
incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset at 
the end of the lease term, the recognised right-of-use assets are depreciated on a straight-line basis 
over the shorter of its estimated useful life and the lease term. Right-of-use assets are subject to 
impairment. 
 
At the commencement date of the lease, the Group recognises lease liabilities measured at 
the present value of lease payments to be made over the lease term. The lease payments include 
fixed payments (including in substance fixed payments) less any lease incentives receivable, variable 
lease payments that depend on an index or a rate, and amounts expected to be paid under residual 
value guarantees. The lease payments also include the exercise price of a purchase option 
reasonably certain to be exercised by the Group and payments of penalties for terminating a lease, if 
the lease term reflects the Group exercising the option to terminate. The variable lease payments that 
do not depend on an index or a rate are recognised as expense in the period on which the event or 
condition that triggers the payment occurs. 
 
In calculating the present value of lease payments, the Group uses the incremental borrowing rate at 
the lease commencement date if the interest rate implicit in the lease is not readily determinable. After 
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest 
and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is 
remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed 
lease payments or a change in the assessment to purchase the underlying asset. 
 

 Amendments to IAS 28 – Long-term Interests in Associates and Joint Ventures 
 

The amendments clarify that an entity applies IFRS 9 to long-term interests in an associate or joint 
venture to which the equity method is not applied but that, in substance, form part of the net 
investment in the associate or joint venture (long-term interests). This clarification is relevant because 
it implies that the expected credit loss model in IFRS 9 applies to such long-term interests. 
 
The amendments also clarified that, in applying IFRS 9, an entity does not take account of any losses 
of the associate or joint venture, or any impairment losses on the net investment, recognised as 
adjustments to the net investment in the associate or joint venture that arise from applying IAS 28 
“Investments in Associates and Joint Ventures”. 
 
These amendments had no impact on the consolidated financial statements as the Group does not 
have such long term interests in its associate and joint venture. 
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2. Significant Accounting Policies (continued) 
 
Changes in Accounting Policies (continued) 
 
New/Revised Standards and Interpretations Adopted in 2019 (continued) 
 

 Amendments to IFRS 9 – Prepayment Features with Negative Compensation 
 
Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through other 
comprehensive income, provided that the contractual cash flows are “solely payments of principal and 
interest on the principal amount outstanding” (the “SPPI criterion”) and the instrument is held within 
the appropriate business model for that classification. The amendments to IFRS 9 clarify that 
a financial asset passes the SPPI criterion regardless of an event or circumstance that causes 
the early termination of the contract and irrespective of which party pays or receives reasonable 
compensation for the early termination of the contract. These amendments had no impact on 
the consolidated financial statements of the Group. 
 

 IFRIC 23 “Uncertainty over Income Tax Treatments” 
 
The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty 
that affects the application of IAS 12 Income Taxes. The Interpretation specifically addresses 
the following:  
 
• Whether an entity considers uncertain tax treatments separately;  
• The assumptions an entity makes about the examination of tax treatments by taxation authorities;  
• How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits 
and tax rates;  
• How an entity considers changes in facts and circumstances. 
 
The Interpretation establishes that an entity has to determine whether to consider each uncertain tax 
treatment separately or together with one or more other uncertain tax treatments. The approach that 
better predicts the resolution of the uncertainty needs to be followed. 
 
The Group applies significant judgements in identifying uncertainties over income tax treatments. 
Upon adoption of the Interpretation, the Group considered whether it has any uncertain tax positions. 
The Group determined that it is probable that its tax treatments will be accepted by the taxation 
authorities. The interpretation did not have an impact on the consolidated financial statements of 
the Group. 
 

 Amendments to IAS 19 – Plan Amendment, Curtailment or Settlement 
 
The amendments to IAS 19 address the accounting when a plan amendment, curtailment or 
settlement occurs during a reporting period. The amendments specify that when a plan amendment, 
curtailment or settlement occurs during the annual reporting period, an entity is required to determine 
the current service cost for the remainder of the period after the plan amendment, curtailment or 
settlement, using the actuarial assumptions used to remeasure the net defined benefit liability or asset 
reflecting the benefits offered under the plan and the plan assets after that event. An entity is also 
required to determine the net interest for the remainder of the period after the plan amendment, 
curtailment or settlement using the net defined benefit liability or asset reflecting the benefits offered 
under the plan and the plan assets after that event, and the discount rate used to remeasure that net 
defined benefit liability or asset. 
 
These amendments had no impact on the consolidated financial statements of the Group as it did not 
have any plan amendments, curtailments, or settlements during the period. 
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2. Significant Accounting Policies (continued) 

 
Changes in Accounting Policies (continued) 
 
New/Revised Standards and Interpretations Adopted in 2019 (continued) 
 

 Annual Improvements to IFRSs 2015-2017 Cycle 

 
The amendments relate to IFRS 3 “Business Combinations”, IFRS 11 “Joint Arrangements”, IAS 12 
“Income Taxes” and IAS 23 "Borrowing Costs”. The application of these amendments had no effect on 
the Group’s financial position and performance as the Group followed the same principles in prior 
periods. 

 
3. Segment Information 
 
The following tables present measures of segment profit or loss based on management accounts. 
 
Six-month period ended 30 June 2019 
 

US$ million Steel  

Steel,  
North 

America Coal 
Other 

operations Eliminations Total 

Revenue       
Sales to external customers  $ 4,371  $ 1,315  $ 266  $ 106  $ –  $ 6,058 

Inter-segment sales 162 – 693 151 (1,006) – 

Total revenue 4,533 1,315 959 257 (1,006) 6,058 

       

Segment result – EBITDA  $ 884  $ 68  $ 564  $ 9  $ (29)   $ 1,496 

 
Six-month period ended 30 June 2018 
 

US$ million Steel  

Steel,  
North 

America Coal 
Other 

operations Eliminations Total 

Revenue       
Sales to external customers  $ 4,688  $ 1,155  $ 354  $ 92  $ –  $ 6,289 

Inter-segment sales 175 – 695 147 (1,017) – 

Total revenue 4,863 1,155 1,049 239 (1,017) 6,289 

       

Segment result – EBITDA  $ 1,334  $ 55  $ 662  $ 11  $ (47)   $ 2,015 
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3. Segment Information (continued) 
 
The following table shows a reconciliation of revenue and EBITDA used by management for decision 
making and revenue and profit or loss before tax per the consolidated financial statements prepared 
under IFRS. 
 
Six-month period ended 30 June 2019 

 

US$ million Steel 

Steel,  
North 

America Coal 
Other 

operations Eliminations Total 

Revenue  $ 4,533  $ 1,315  $ 959  $ 257  $ (1,006)  $ 6,058 
Reclassifications and other adjustments (374) 1 169 (8) 294 82 

Revenue per IFRS financial statements  $ 4,159  $ 1,316  $ 1,128  $ 249  $ (712)  $ 6,140 

       
EBITDA  $ 884  $ 68  $ 564  $ 9  $ (29)   $ 1,496 

Unrealised profits adjustment 21 (2) 7 – 42 68 

Reclassifications and other adjustments  44 (6) (53) – – (15) 

 65 (8) (46) – 42 53 

EBITDA based on IFRS financial 
statements  $ 949  $ 60  $ 518  $ 9  $ 13  $ 1,549 

Unallocated subsidiaries        (67) 

       $ 1,482 

       
Social and social infrastructure maintenance 

expenses (8) – (2) – – (10) 
Depreciation, depletion and amortisation 

expense (118) (70) (78) (3) – (269) 

Impairment of non-financial assets (14) (1) (2) – – (17) 
Loss on disposal of property, plant and 

equipment and intangible assets  3 (1) – – 2 

Foreign exchange gains/(losses), net (23) 37 (24) 5 – (5) 

 786 29 411 11 13 1,183 

Unallocated income/(expenses), net      (270) 

Profit/(loss) from operations       $ 913 

       

Interest income/(expense), net      (166) 
Share of profits/(losses) of joint ventures and 

associates      5 

Impairment of non-current financial assets      (56) 

Gain/(loss) on financial assets and liabilities      (7) 

Other non-operating gains/(losses), net      1 

Profit/(loss) before tax       $ 690 
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3. Segment Information (continued) 
 
Six-month period ended 30 June 2018 
 

US$ million Steel 

Steel,  
North 

America Coal 
Other 

operations Eliminations Total 

Revenue  $ 4,863  $ 1,155  $ 1,049  $ 239  $ (1,017)  $ 6,289 
Reclassifications and other adjustments (438) (4) 195 40 261 54 

Revenue per IFRS financial statements  $ 4,425  $ 1,151  $ 1,244  $ 279  $ (756)  $ 6,343 

       
EBITDA  $ 1,334  $ 55  $ 662  $ 11  $ (47)  $ 2,015 

Unrealised profits adjustment (61) 1 (1) – 40 (21) 

Reclassifications and other adjustments  (15) (16) 9 (1) – (23) 

 (76) (15) 8 (1) 40 (44) 

EBITDA based on IFRS financial 
statements  $ 1,258  $ 40  $ 670  $ 10  $ (7)  $ 1,971 

Unallocated subsidiaries        (65) 

       $ 1,906 

       
Social and social infrastructure maintenance 

expenses (12) – (1) – – (13) 
Depreciation, depletion and amortisation 

expense (125) (70) (86) (3) – (284) 

Impairment of non-financial assets (20) – – – – (20) 
Loss on disposal of property, plant and 

equipment and intangible assets (1) (2) (1) – – (4) 

Foreign exchange gains/(losses), net 24 (42) 9 2 – (7) 

 1,124 (74) 591 9 (7) 1,578 

Unallocated income/(expenses), net      153 

Profit/(loss) from operations       $ 1,731 

       

Interest income/(expense), net      (180) 
Share of profits/(losses) of joint ventures and 

associates      5 

Gain/(loss) on financial assets and liabilities      3 
Gain/(loss) on disposal groups classified as 

held for sale, net      (10) 

Other non-operating gains/(losses), net      (6) 

Profit/(loss) before tax       $ 1,543 

 

In the six-month period ended 30 June 2019, the Group recognised an allowance for net realisable 
value of inventory in the amount of $32 million. 

The material changes in property, plant and equipment during the six-month period ended 30 June 
2019 other than those disclosed above are presented below: 
 

US$ million Steel 

Steel,  
North 

America Coal 
Other 

operations Total 

Additions  $ 138  $ 45  $ 106  $ 1  $ 290 

IFRS 16 adoption: recognition of 
right-of-use assets (Note 2)   65   52   1   2   120 
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3. Segment Information (continued) 
 
The revenues from contracts with external customers for each group of similar products and services 
and rental income are presented in the following table: 
 
 Six-month period ended 

30 June 
US$ million 2019 2018 

   
Steel   
Construction products  $ 1,059  $ 1,188 
Flat-rolled products 204 217 
Railway products 554 484 
Semi-finished products 1,206 1,346 
Other steel products 178 208 
Other products 193 200 
Iron ore 124 123 
Vanadium in slag 67 73 
Vanadium in alloys and chemicals 343 393 
Rendering of services 56 33 

 3,984 4,265 

Steel, North America   

Construction products 115 113 

Flat-rolled products 302 290 

Railway products 205 186 

Tubular products 542 486 

Other products 136 60 

Rendering of services 16 16 

 1,316 1,151 

Coal    

Coal 724 801 

Other products 8 17 
Rendering of services 11 12 

 743 830 
Other operations   
Rendering of services 97 97 
   

  $ 6,140  $ 6,343 

 
 
In the six-month periods ended 30 June 2019 and 2018 revenue from rendering of services included 
rental income of $14 million and $2 million, respectively. 
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3. Segment Information (continued) 
 
Distribution of the Group’s revenues by geographical area based on the location of customers was as 
follows: 
 
 
 Six-month period ended 

30 June 
US$ million 2019 2018 

   
CIS   
Russia   $ 2,152  $ 2,309 
Ukraine 194 228 
Kazakhstan 134 123 
Others 146 103 

 2,626 2,763 

America   
USA 1,031 951 
Canada 347 255 
Mexico 41 102 
Others 32 91 

 1,451 1,399 

Asia   
Taiwan 366 224 
Philippines 184 286 
Indonesia 116 228 
Republic of Korea 149 269 
Thailand 169 47 
Japan 167 83 
China 147 67 
Others 140 127 

 1,438 1,331 

Europe   
European Union 468 537 

Turkey 94 149 

Others 14 17 

 576 703 

Africa   

Egypt 25 77 

Kenya 15 55 

Others 7 14 

 47 146 

Other countries 2 1 

  $ 6,140  $ 6,343 
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4. Changes in Composition of the Group 
 
Purchase of Non-controlling Interests 
 
In the reporting period, the Group acquired an additional 0.69% ownership interest in Raspadskaya, 
a subsidiary of the Group, for cash consideration of $10 million. The excess of consideration over 
the carrying values of non-controlling interests acquired amounting to $1 million was charged to 
accumulated profits.  
 
In addition, in June 2019 Raspadskaya purchased its own shares in course of the tender offer for cash 
consideration of $46 million. The Group derecognised 2.53% of non-controlling interests and charged 
to accumulated profits $4 million representing the excess of consideration over the carrying values of 
non-controlling interests acquired.  
 
5. Impairment of Non-current Assets 
 
For the purpose of the impairment testing as of 30 June 2019 the Group assessed the recoverable 
amount of each cash-generating unit (“CGU”) where indicators of impairment were identified. Also 
the Group performed an analysis of its property, plant and equipment for functional obsolescence.  
  
The recoverable amount has been determined based on a value-in-use calculation using cash flow 
projections based on the actual operating results and business plans approved by management and 
appropriate discount rates reflecting the time value of money and risks associated with respective 
cash-generating units. For the periods not covered by management business plans, cash flow 
projections have been estimated by extrapolating the respective business plans’ results using a zero 
real growth rate. The key assumptions used by management in the value-in-use calculations with 
respect to the cash-generating units where indicators of impairment existed are presented in the table 
below. 

 
 
The estimations of value in use are most sensitive to the following assumptions: 
 
Discount Rates  
 
Discount rates reflect the current market assessment of the risks specific to each cash-generating unit. 
The discount rates have been determined using the Capital Asset Pricing Model and analysis of 
industry peers. Reasonably possible changes in discount rates could lead to an impairment of EVRAZ 
Nikom and EVRAZ Palini e Bertoli cash-generating units. If the discount rates were 10% higher, this 
would lead to an impairment of $12 million. 
 
Sales and Purchase Prices  
 
The price assumptions of the products sold and purchased by the Group were estimated using 
industry research using analysts’ views published by Citigroup, CRU, Credit Suisse, Goldman Sachs, 
Jefferies, JP Morgan, Macquarie, Morgan Stanley, RBC, Renaissance Capital, Sberbank, UBS, VTB 
and WSD during the period from January to June 2019. The Group expects that the nominal prices will 
grow with a compound annual growth rate of (11.1)%-3.7% in 2019 – 2023 and 2.5% in 2024 and 
thereafter. Reasonably possible changes in sales and purchase prices in the 2nd half of 2019 and 
2020 could lead to an impairment of EVRAZ Nikom and EVRAZ Palini e Bertoli. If the prices were 10% 
lower, this would lead to an impairment of $6 million. 
 

 

Period of 
forecast, 

years 

Pre-tax 
discount 
rate, % Commodity 

Average  
price of 

commodity 
 per tonne  
in the 2nd  

half of 2019 

Average  
price of 

commodity 
 per tonne  

in 2020 

Recoverable 
amount of 

CGU,  
US$ million 

Carrying 
amount of 

CGU  before 
impairment,  
US$ million 

        
        

EVRAZ Nikom 5 10.57 
vanadium 
products 

$49 $32 36 35 

EVRAZ Palini e Bertoli 5 12.71 
steel 

products 
$649 $623 40 39 
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5. Impairment of Non-current Assets (continued) 

 
Sales Volumes 
 
Management assumed that the sales volumes of steel products would increase by 16.0% in 2019 and 
future dynamics will be driven by gradual market recovery and changes in assets’ capacities. 
Reasonably possible changes in sales volumes in the 2nd half of 2019 and 2020 could lead to 
an impairment of EVRAZ Nikom and EVRAZ Palini e Bertoli. If sales volumes were 10% lower, this 
would lead to an impairment of $6 million. 
 
Cost Control Measures 
 
The recoverable amounts of cash-generating units are based on the business plans approved by 
management. A reasonably possible deviation of cost from these plans could lead to an impairment of 
EVRAZ Nikom and EVRAZ Palini e Bertoli. If the actual costs were 10% higher than those assumed 
for the 2nd half of 2019 and 2020, this would lead to an impairment of $52 million. 
 
Sensitivity Analysis 
 
For the cash-generating units, which were not impaired in the reporting period and for which the 
reasonably possible changes could lead to impairment, the recoverable amounts would become equal 
to their carrying amounts if the assumptions used to measure the recoverable amounts changed by 
the following percentages: 

 
 
 
 
 

 
In addition, in the six-month period ended 30 June 2019 management reassessed the most likely 
scenario in relation to a recoverability of a non-current financial asset related to a steel-rolling mill 
located in the Smolensk region of Russia. As a result, the Group recognised a $56 million impairment 
loss.    
 
6. Income Taxes 
 
Major components of income tax expense were as follows: 
  
 Six-month period 

ended 30 June 
US$ million 2019 2018 

Current income tax expense  $ (249)  $ (364) 
Adjustment in respect of income tax of previous years (4) 4 
Deferred income tax benefit/(expense) relating to origination and 

reversal of temporary differences (93) (38) 

   
Income tax expense reported in the consolidated statement of 

operations  $ (346)  $ (398) 

 
In the six-month period ended 30 June 2019 and 2018, deferred tax expense relating to 
the undistributed earnings of the Group’s subsidiaries amounted to $84 million and $32 million, 
respectively. 

 
 

Discount 
rates 

Sales  
prices 

Sales 
volumes 

Cost control 
measures 

     
EVRAZ Nikom 1.6% (3.1)% (3.8)% 0.6% 

EVRAZ Palini e Bertoli 0.6% (1.3)% (1.3)%  0.2% 
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7. Property, Plant and Equipment  
 
The movement in property, plant and equipment for the six-month period ended 30 June 2019 was as 
follows: 
 

US$ million Land 

Buildings  
and 

constructions 

Machinery 
and 

equipment 

Transport 
and motor 
vehicles 

Mining 
assets 

Other 
assets 

Assets under 
construction Total 

At 31 December 2018, cost, net of 
accumulated depreciation  $ 100  $ 895  $ 1,655  $ 81  $ 1,086  $ 7  $ 378  $ 4,202 

IFRS 16 adoption: recognition of 
right-of-use assets (Note 2) – 12 40 68 – – – 120 

At 1 January 2019, cost, net of 
accumulated depreciation  $ 100  $ 907  $ 1,695  $ 149  $ 1,086  $ 7  $ 378  $ 4,322 

Additions 1 – 7 – – – 282 290 
Assets put into operation – 14 138 25 26 2 (205) – 
Disposals (1) – (2) – – – (1) (4) 
Depreciation and depletion charge – (41) (159) (22) (49) (1) – (272) 
Impairment losses recognised in 

statement of operations – (8) (5) – – – (5) (18) 
Impairment losses reversed 

through statement of operations – 1 – – – – – 1 
Change in site restoration and 

decommissioning provision – 6 2 – – – – 8 
Translation difference 3 75 119 15 108 – 30 350 

At 30 June 2019, cost, net of 
accumulated depreciation   $ 103  $ 954  $ 1,795  $ 167  $ 1,171  $ 8  $ 479  $ 4,677 

 
In the six-month period ended 30 June 2019 the depreciation expense relating to the right-of-use 
assets amounted to $14 million, interest expense and payments relating to the lease liabilities 
amounted to $4 million. At 30 June 2019, the carrying value of the right-of-use assets amounted to 
$123 million. 
 
8. Investments in Joint Ventures and Associates 
 
The movement in investments in joint ventures and associates during the six-month period ended 
30 June 2019 was as follows: 
 

US$ million 
Timir Streamcore 

Other 
associates 

Total 

At 31 December 2018  $ 17  $ 47  $ 10  $ 74 
Additional investments – 3 – 3 
Share of profit/(loss) (1) 3 3 5 
Dividends – – (1) (1) 
Translation difference  1 5 – 6 

At 30 June 2019  $ 17  $ 58  $ 12  $ 87 

 
9. Related Party Disclosures  
 
For the Group related parties include associates and joint venture partners, key management 
personnel and other entities that are under control or significant influence of the key management 
personnel or the Group’s principal shareholders. In considering each possible related party 
relationship, attention is directed to the substance of the relationship, not merely the legal form. 
Transactions with related parties were as follows for the six-month periods ended 30 June: 
 
 Sales to 

related parties 
Purchases from 
related parties 

US$ million 2019 2018 2019 2018 

     
Genalta Recycling Inc.  $ –  $ –  $ 7  $ 8 
Nakhodka Trade Sea Port – – 38 39 
Vtorresource-Pererabotka 2 3 217 248 
Yuzhny GOK 20 14 52 48 
Other entities  4 1 – 4 

     
  $ 26  $ 18  $ 314  $ 347 
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9. Related Party Disclosures (continued) 
 
Amounts owed by/to related parties were as follows: 
 

 
Amounts due from  

related parties 
Amounts due to 
related parties 

US$ million 
30 June   

2019 
31 December  

2018 
30 June 

2019 
31 December  

2018 

     
Loans     
Timir  $ 8  $ 7  $ –  $ – 
     
Dividends receivable     
Yuzhny GOK  $ –  $ 4  $ –  $ – 
     
Trade balances     
Nakhodka Trade Sea Port – – 5 10 
Vtorresource-Pererabotka – – 153 95 
Yuzhny GOK – – 53 15 
Other entities 1 – 7 2 

 9 11 218 122 
Less: allowance for expected credit losses  – – – – 

  $ 9  $ 11  $ 218  $ 122 

 
Compensation to Key Management Personnel 
 
In the six-month periods ended 30 June 2019 and 2018, key management personnel totalled 
30 persons. Total compensation to key management personnel was included in general and 
administrative expenses and consisted of the following in the six-month periods ended 30 June: 
 

US$ million 2019 2018 

   Salary  $ 7  $ 8 
Performance bonuses 7 8 
Social security taxes 3 3 
Share-based payments  4 4 

  $ 21  $ 23 

 
10. Cash and Cash Equivalents  

 
Cash and cash equivalents were denominated in the following currencies:  
 

 
US$ million 

30 June  
2019 

31 December 
2018 

   
Euro  $ 348  $ 540 
US dollar 358 273 
Russian rouble 154 215 
Ukrainian hryvnia 3 24 
Others 13 15 

  $ 876  $ 1,067 
 
The above cash and cash equivalents mainly consist of cash at banks.  
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11. Equity 
 

Share Capital 
 

Number of shares 
30 June 

2019 
31 December 

2018 

   Issued and fully paid   
Ordinary shares of $0.05 each 1,506,527,294 1,506,527,294 

 
 
Treasury Shares 
 

Number of shares 
30 June 

2019 
31 December 

2018 

   Number of treasury shares 54,620,233 63,177,187 
 
Earnings per Share 
 
Earnings per share are calculated by dividing the net income attributable to ordinary shareholders by 
the weighted average number of ordinary shares in issue during the period. Diluted earnings per share 
amounts are calculated by dividing the net profit attributable to ordinary equity holders by the weighted 
average number of ordinary shares outstanding during the period plus the weighted average number 
of ordinary shares that would be issued on the conversion of all the potential dilutive ordinary shares 
into ordinary shares. 
 
The following reflects the profit and share data used in the basic and diluted earnings per share 
computations: 

 
Six-month period  

ended 30 June 

 2019 2018 
Weighted average number of ordinary shares outstanding during 

the period  1,445,619,355  1,435,235,898 
Effect of dilution: shares under Incentive plans   15,457,701   23,934,800 

Weighted average number of ordinary shares adjusted for the 
effect of dilution  1,461,077,056  1,459,170,698 

   
Profit/(loss) for the period attributable to equity holders of the 

parent entity, US$ million  $ 313  $ 1,112 

Basic earnings/(losses) per share  $ 0.22  $ 0.77 

Diluted earnings/(losses) per share  $ 0.21  $ 0.76 
 
There have been no other transactions involving ordinary shares or potential ordinary shares between 
the reporting date and the date of completion of these interim condensed consolidated financial 
statements. 
 
Dividends 
 
Dividends declared by EVRAZ plc during the six-month period ended 30 June 2019 were as follows: 
 

 
Date of 

declaration 
To holders 

registered at 

Dividends 
declared, 

US$ million 
US$ per 
share 

     Interim for 2019 27/02/2019 08/03/2019 577 0.40 
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12. Loans and Borrowings  
 
Short-term and long-term loans and borrowings were as follows: 
 

US$ million 
30 June 

2019 
31 December 

2018 

   
Bank loans  $ 1,388  $ 1,370 
   
US dollar-denominated    
6.50% notes due 2020 – 700 
8.25% notes due 2021 750 750 
6.75% notes due 2022 500 500 
5.375% notes due 2023 750 750 
5.25% notes due 2024 700 – 
   
Rouble-denominated   
12.95% rouble bonds due 2019 – 216 
12.60% rouble bonds due 2021 238 216 
   
Unamortised debt issue costs  (22) (20) 
Interest payable 77 81 

   
  $ 4,381  $ 4,563 

 
 
Some of the loan agreements and terms and conditions of notes provide for certain covenants in 
respect of EVRAZ plc and its subsidiaries. The covenants impose restrictions in respect of certain 
transactions and financial ratios, including restrictions in respect of indebtedness and profitability. 
 
The movement in loans and borrowings were as follows: 
 

US$ million 2019 2018 

   
1 January  $ 4,563  $ 5,391 
   
Cash changes:   
Cash proceeds from bank loans and notes, net of debt issues 

costs 1,233 807 
Repayment of bank loans and notes, including interest (1,642) (1,590) 

Net proceeds from/(repayment of) bank overdrafts and credit 
lines, including interest 2 1 

   

Non-cash changes:   

Non-cash proceeds – 6 
Interest and other charges expensed 148 167 
Accrual of premiums and other charges on early repayment of 

borrowings 26 1 
Effect of exchange rate changes 51 (53) 

   
30 June $  4,381 $  4,730 
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12. Loans and Borrowings (continued) 
 
Issuer Substitution 
 
On 13 March 2019, all outstanding US dollar-denominated notes with the total nominal value of  
$2,700 million were transferred from Evraz Group S.A. to EVRAZ plc. 

 

Issue of Notes and Bonds 

 
In April 2019, EVRAZ plc issued 5.25% US dollar-denominated notes due 2024 in the amount of 
$700 million. The proceeds from the issue of the notes were used to finance the purchase of 6.50% 
notes due 2020 at the tender offer in April 2019 and make whole call in May 2019. 
 
Repurchase of US Dollar-Denominated Notes 
 
In April and May 2019, the Group fully settled its 6.50% notes due 2020 ($700 million). The premium 
over the carrying value on the repurchase and other costs relating to the transaction in the total 
amount of $26 million were charged to the Gain/(loss) on financial assets and liabilities caption of 
the consolidated statement of operations.  
 
Repurchase of Rouble-Denominated Bonds 
 
In June 2019, the Group fully settled its 12.95% rouble bonds due 2019, there was no gain or loss on 
this transaction. Upon repayment of these bonds, the related swap contracts matured and the Group 
recycled $33 million of the accumulated unrecognised gains on cash flow hedges from other 
comprehensive income to the statement of operations. 
 
Pledged Assets 
 
The Group’s pledged assets at carrying value included the following: 
 

US$ million 
30 June  

2019 
31 December 

2018 

   
Property, plant and equipment  $ 62  $ 67 
Inventory 647 629 

 
 
Unutilised Borrowing Facilities 
 
As of 30 June 2019, the Group had unutilised bank loans in the amount of $1,872 million, including 
$394 million of committed facilities. 
 
13. Commitments and Contingencies 
 
Operating Environment of the Group 

 

The Group is one of the largest vertically integrated steel producers globally and the largest steel 
producer in Russia. The Group’s major subsidiaries are located in Russia, the USA and Canada. 
Russia is considered to be a developing market with higher economic and political risks.  
 
The unrest in the Southeastern region of Ukraine and the economic sanctions imposed by the USA 
and the European Union on Russia in 2014 and later on caused economic slowdown in Russia and 
reduced access to international capital markets. Further sanctions imposed on Russia could have 
an adverse impact on the Group’s business.  
 
Steel consumption is affected by the cyclical nature of demand for steel products and the sensitivity of 
that demand to worldwide general economic conditions.  
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13. Commitments and Contingencies (continued) 
 
Operating Environment of the Group (continued) 
 
In March 2018 the United States placed 25% tariffs on imports of most steel products from several 
countries, including Russia, while granting temporary exemptions for others, including Canada, 
Mexico, and the European Union. On 31 May 2018, the U.S. announced the end of temporary 
exemptions for Canada, Mexico, and the European Union, putting 25% tariffs on imports from those 
jurisdictions effective 1 June 2018. In response, the government of Canada introduced 25% tariffs 
effective 1 July 2018 on selected steel products from the U.S. In addition, effective 25 October 2018, 
the Canadian government imposed provisional safeguard measures on certain categories of steel 
products by adding a 25% surtax in cases, where the level of imports from trading partners exceeds 
historical norms. Most of those provisional safeguards expired on 29 April 2019 following an inquiry by 
the Canadian International Trade Tribunal. On 20 May 2019, the United States lifted the 25% tariffs on 
imports of steel products from Canada and Mexico. The Canadian government lifted its retaliatory 
tariffs on steel the same day. 
 
Therefore, the Group’s cross-border transactions between U.S. and Canadian subsidiaries no longer 
face the 25% Section 232 tariffs and Canadian retaliatory tariffs. The entities of the Steel North 
America segment import steel for further processing and final products for selling to domestic 
customers. U.S. Section 232 tariffs remain in place against other countries, including Russia, and U.S. 
subsidiaries still face those 25% tariffs on any imported steel from those countries. 
 
Management believes it is taking appropriate measures to support the sustainability of the Group’s 
business in the current circumstances. 
 
The global economic climate continues to be unstable and this may negatively affect the Group’s 
results and financial position in a manner not currently determinable. 
 
Taxation 
 
Russian and Ukrainian tax, currency and customs legislation is subject to varying interpretations, and 
changes, which can occur frequently. Management's interpretation of such legislation as applied to 
the transactions and activity of the Group may be challenged by the relevant regional and federal 
authorities.   
 
Management believes that it has paid or accrued all taxes that are applicable. Where uncertainty 
exists, the Group has accrued tax liabilities based on management’s best estimate of the probable 
outflow of resources embodying economic benefits, which will be required to settle these liabilities. 
Possible liabilities which were identified by management at the end of the reporting period as those 
that can be subject to different interpretations of the tax laws and other regulations and are not 
accrued in these financial statements could be up to approximately $75 million. 
 
Contractual Commitments 
 
At 30 June 2019, the Group had contractual commitments for the purchase of production equipment 
and construction works for an approximate amount of $422 million. 
 
In 2010, the Group concluded a contract with PraxAir for the construction of an air separation plant 
and for the supply of oxygen and other gases produced by PraxAir at this plant for a period of 20 years 
(extended to 25 years in 2015, when the construction was completed). This supply contract does not 
fall within the scope of IFRS 16 “Leases”. At 30 June 2019, the Group has committed expenditure of 
$568 million over the life of the contract. 
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13. Commitments and Contingencies (continued) 
 
Contractual Commitments (continued) 
 
In 2018, the Group concluded a contract with Air Liquide for the construction of an air separation plant 
and for the supply of oxygen and other gases produced by Air Liquide at this plant for a period of 
20 years. The contractual price comprises a fixed component and a variable component. The total 
amount of the fixed component approximates $372 million, which is payable within 20 years starting 
upon commencement of production in 2021 in proportion to the amounts of the variable component. 
The variable component is determined based on the actual purchase of gases and is estimated 
at $380 million during the life of the contract. Based on management’s assessment this supply 
contract does not fall within the scope of IFRS 16 “Leases” as the Group has no access to 
the equipment and has no rights either to operate the assets, or to design them in order to 
predetermine the way of their usage. Also it is expected that more than an insignificant amount of the 
assets’ output will be sold to the parties unrelated to the Group. In addition, Air Liquide will construct 
the system of trunk and auxiliary pipelines, distribution stations and other equipment for products 
delivery, which will be leased by the Group for a period of 20 years and accounted for under IFRS 16. 
The cost of construction of the products delivery system is estimated at $106 million. 
 
Social Commitments 
 
The Group is involved in a number of social programmes aimed to support education, healthcare and 
social infrastructure development in towns where the Group’s assets are located. The Group budgeted 
to spend approximately $17 million under these programmes in the second half of 2019. 
 
Environmental Protection 
 
In the course of the Group’s operations, the Group may be subject to environmental claims and legal 
proceedings. The quantification of environmental exposures requires an assessment of many factors, 
including changing laws and regulations, improvements in environmental technologies, the quality of 
information available related to specific sites, the assessment stage of each site investigation, 
preliminary findings and the length of time involved in remediation or settlement.  
 
The Group has a number of environmental claims and proceedings which are at an early stage of 
investigation. Environmental provisions in relation to these proceedings that were recognised at 
30 June 2019 amounted to $18 million. Preliminary estimates of the incremental costs indicate that 
such costs could be up to $186 million. The Group has insurance agreements, which would be 
expected to provide reimbursement of the costs to be actually incurred up to $228 million, of which 
$18 million relates to the accrued environmental provision and has been recognised in non-current 
financial assets at 30 June 2019. Management believes that, as of now, an economic outflow of the 
additional costs is not probable and any pending environmental claims or proceedings will not have 
a material adverse effect on its financial position and results of operations. 
 
In addition, the Group has committed to various environmental protection programmes 
covering periods from 2019 to 2024, under which it will perform works aimed at reductions in 
environmental pollution and contamination. As of 30 June 2019, the costs of implementing these 
programmes are estimated at $169 million. 
 
Legal Proceedings 
 
The Group has been and continues to be the subject of legal proceedings, none of which has had, 
individually or in aggregate, a significant effect on the Group’s operations or financial position. 
At 30 June 2019, possible liabilities were estimated at $34 million. 
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13. Commitments and Contingencies (continued) 
 
Issued Guarantees 
 
In June 2018, EVRAZ plc and EVRAZ West-Siberian Metallurgical Plant issued a joint guarantee in 
the amount of up to 30 billion roubles ($476 million at the exchange rate as of 30 June 2019) to nine 
companies owned by Sibuglemet in respect of management services provided by one the Group’s 
subsidiaries to these entities. Sibuglemet is a producer of coking coal and operator of coal refineries in 
the Kemerovo region of Russia.  
 
The management company committed to perform all management functions including, inter alia, all the 
decisions required to carry out the day-to-day operations of these coal companies, their investment 
and procurement activities. The guarantee matures on 31 December 2030. 
 
14. Fair Value of Financial Instruments 
 
The Group uses the following hierarchy for determining and disclosing the fair value of financial 
instruments by valuation technique: 

 
 Level 1: quoted prices (unadjusted) in active markets for identical assets and liabilities; 
 
 Level 2: other techniques for which all inputs which have a significant effect on the recorded 

fair value are observable, either directly or indirectly; and  
 
 Level 3: techniques which use inputs which have a significant effect on the recorded fair value 

that are not based on observable market data (unobservable inputs). 
 
The carrying amounts of financial instruments, such as cash, short-term and long-term investments, 
short-term and long-term accounts receivable, short-term accounts payable, short-term loans 
receivable and payable and floating-rate bank loans, approximate their fair value.  
 
The Group held the following financial instruments measured at fair value: 
 
 30 June 2019 31 December 2018 

US$ million Level 1 Level 2 Level 3 Level 1 Level 2 Level 3 

       
Liabilities measured at fair value       
Derivatives not designated as hedging instruments – 4 – – 5 – 
Hedging instruments – – – – 46 – 

 
 
The following table shows fair values of the Group’s bonds and notes. 
 

US$ million 30 June 2019 31 December 2018 

 
Carrying 
amount 

Fair 
value 

Carrying 
amount 

Fair 
value 

     
USD-denominated     
6.50% notes due 2020 $ – $ – $ 708 $ 723 
8.25% notes due 2021 775 830 777 826 
6.75% notes due 2022 512 548 513 535 
5.375% notes due 2023 758 791 759 754 
5.25% notes due 2024 704 739 – – 
     
Rouble-denominated     
12.95% rouble bonds due 2019 – – 216 222 
12.60% rouble bonds due 2021 246 263 223 241 

     
 $ 2,995 $ 3,171 $ 3,196 $ 3,301 

 
The fair value of the non-convertible bonds and notes was determined based on market quotations 
(Level 1). 
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15. Subsequent Events 
 
Dividends 
 
On 7 August 2019, the Board of directors of EVRAZ plc declared an interim dividend for 2019 in the 
amount of $508 million, which represents $0.35 per share.  
 

Issue of Bonds 

 
In August 2019, EvrazHolding Finance, the Group’s subsidiary, issued 7.95% rouble-denominated 
bonds due 2024 in the amount of 20,000 million roubles ($317 million at the exchange rate at the date 
of the transaction).  
 
Sale of Subsidiary 
 
In July 2019, the Group entered into an agreement, under which the Group is expected to sell its 
wholly-owned subsidiary EVRAZ Stratcor Inc. to a third party in September 2019. EVRAZ Stratcor Inc. 
is a vanadium producer located in the USA, it was included in the steel segment of the Group’s 
operations. This subsidiary was not classified as an asset held for sale in the consolidated statement 
of financial position at 30 June 2019 as the sale was not highly probable. The Group expects that 
the sale of this subsidiary will not have a significant impact on the Group’s consolidated financial 
statements. 
 
 
 
 


