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Notes to the interim condensed consolidated financial statements 
 
Note 1:  Corporate information 
 
Organisation and operation 
 
Ferrexpo plc (the ‘Company’) is incorporated in the United Kingdom with registered office at 2–4 King 
Street, London, SW1Y 6QL, UK. Ferrexpo plc and its subsidiaries (the ‘Group’) operate a mine and 
processing plant near Kremenchuk in Ukraine, an interest in a port in Odessa and a sales and 
marketing company in Switzerland, Dubai and Kiev. The Group also owns a logistics group located in 
Austria which operates a fleet of vessels operating on the Rhine and Danube waterways. The Group’s 
operations are vertically integrated from iron ore mining through to iron ore concentrate and pellet 
production and subsequent logistics. The Group’s mineral properties lie within the Kremenchuk 
Magnetic Anomaly and are currently being exploited at the Gorishne-Plavninsky and Lavrikovsky 
deposits. These deposits are being jointly mined as one mining complex. 

The majority shareholder of the Group is Fevamotinico S.a.r.l. (‘Fevamotinico’), a company owned by 
The Minco Trust, of which Kostyantin Zhevago, the Group’s Chief Executive Officer, is a beneficiary. 
At the time this report was published, Fevamotinico held 51.0% (30 June 2010: 51.0%; 31 December 
2010: 51.0%) of Ferrexpo plc’s issued share capital. 

The Group’s operations are largely conducted through Ferrexpo plc’s principal subsidiary, OJSC 
Ferrexpo Poltava Mining, and certain logistics for Western Europe are managed through the 
Helogistics subsidiaries. The Group comprises of Ferrexpo plc and its consolidated subsidiaries as set 
out below: 

  Equity interest owned 

Name Country of 
incorporation 

Principal activity 30.06.11 
% 

30.06.10 
% 

31.12.10
% 

   
OJSC Ferrexpo Poltava Mining1 Ukraine Iron ore mining 97.3 97.3 97.3
Ferrexpo AG2 Switzerland Sale of iron ore pellets 100.0 100.0 100.0

DP Ferrotrans2 Ukraine 
Trade, transportation 
services 97.3 97.3 97.3

United Energy Company LLC3 Ukraine Holding company 97.3 97.3 97.3
Ferrexpo Finance plc (formerly 
Ferrexpo UK Limited)1 England Finance 100.0 100.0 100.0

Ferrexpo Services Limited1 Ukraine 
Management services & 
procurement 100.0 100.0 100.0

Ferrexpo Hong Kong Limited1 China Marketing services 100.0 100.0 100.0

LLC Ferrexpo Yeristovo GOK4 Ukraine Iron ore mining 100.0 98.6 100.0

LLC Ferrexpo Belanovo  GOK4 Ukraine Iron ore mining 100.0 98.6 100.0

Nova Logistics Limited3 Ukraine Service company (dormant) 51.0 51.0 51.0

Ferrexpo Middle East FZE6 U.A.E. Sale of iron ore pellets 100.0 - -

Ferrexpo Singapore PTE Ltd6 Singapore Marketing services 100.0 - -

Helogistics Holding GmbH5 Austria Holding company 100.0 - 100.0

EDDSG GmbH5 Austria Barging company 100.0 - 100.0

DDSG Tankschiffahrt GmbH5 Austria Barging company 100.0 - 100.0

Helogistics Transport GmbH5 Austria Barging company 100.0 - 100.0

Mahart Duna Cargo Kft.5 Hungary Barging company 100.0 - 100.0

Pancar Kft.5 Hungary Barging company 100.0 - 100.0

Ferrexpo Port Services GmbH7 Austria Port services 100.0 - -
 

1 The Group’s interest in these entities is held through Ferrexpo AG. 
 
2 Ferrexpo AG was the holding company of the Group until, as a result of the pre-IPO restructuring, Ferrexpo plc became the holding 

company on 24 May 2007. 
 
3 The Group’s interest in these entities is held through OJSC Ferrexpo Poltava Mining. 
 
4 The Group’s interest in this entity is held through both Ferrexpo AG and Ferrexpo Service Limited. The shares initially held by OJSC 

Ferrexpo Poltava Mining have been transferred as of 31 August 2010 to Ferrexpo AG and Ferrexpo Services Ltd. 
 
5 The Group’s interest in these entities is held through Ferrexpo AG. The Helogistics Holding GmbH and its subsidiaries were acquired 

in December 2010. 
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6 Both subsidiaries were incorporated in March 2011. The Group’s interest in Ferrexpo Middle East FZE is held by Ferrexpo AG 
whereas Ferrexpo Singapore PTE Ltd is a subsidiary of Ferrexpo Middle East FZE. 

 
7 The subsidiary was incorporated in April 2011 and the Group’s interest is held through Helogistics Holding GmbH.  

At 30 June 2011, the Group also holds through OJSC Ferrexpo Poltava Mining an interest of 48.6% 
(30 June 2010: 48.6%; 31 December 2010: 48.6%) in TIS Ruda, a Ukrainian port located on the Black 
Sea. As this is an associate, it is accounted for using the equity method of accounting. 

Note 2:  Summary of significant accounting policies 

Basis of preparation 

The interim condensed consolidated financial statements for the six months ended 30 June 2011 
have been prepared in accordance with International Accounting Standard (“IAS”) 34 Interim Financial 
Reporting. The interim condensed consolidated financial statements do not include all of the 
information and disclosures required in the annual financial statements, and should be read in 
conjunction with the Group’s annual financial statements as at 31 December 2010. 

The interim condensed consolidated financial statements do not constitute statutory accounts as 
defined in section 435 of the Companies Act 2006. The financial information for the full year is based 
on the statutory accounts for the financial year ended 31 December 2010. A copy of the statutory 
accounts for that year, which were prepared in accordance with International Financial Reporting 
Standards (‘IFRS’) issued by the International Accounting Standard Board (‘IASB’), as adopted by the 
European Union as they apply to financial statements of the Group for the year ended 31 December 
2010, has been delivered to the Register of Companies. The auditors’ report under section 495 of the 
Companies Act 2006 in relation to those accounts was unqualified and did not contain a statement 
under 498(2) or 498(3) of the Companies Act 2006. 

Financing and going concern 

At the period end, the Group’s main debt facilities comprised a US$500 million Eurobond which is due 
for repayment on the 7 April 2016 and a US$350 million loan to be amortised in equal instalments 
over a 24 month period from March 2012 to February 2014. The Group is of the view that it can 
generate sufficient cash flows to fully repay the borrowings as they fall due fully in compliance with the 
terms of the loan facility and Eurobond terms and conditions. 

The Group faces several risks to its business and strategy, which are included in the Financial Review 
section of the Annual report and Accounts 2010.  

The Directors are of the view that the Group is a going concern and the interim consolidated financial 
statements have been drawn up on this basis. Further information on the going concern assessment 
of the Directors is given in the Financial Review of the Annual Report and Accounts 2010.   

Changes in accounting policies 

The accounting policies and methods of computation adopted in the preparation of the interim 
condensed consolidated financial statements are the same as those followed in the preparation of the 
Group’s annual financial statements for the year ended 31 December 2010, except for the adoption of 
new standards and interpretations as of 1 January 2011, noted below:  

IAS 24 Related party disclosures 
The revised standard was issued in November 2009 and became effective for financial years 
beginning on or after 1 January 2011. The changes of the revised standard were made to simplify the 
disclosure requirements for government-related entities and clarify the definition of a related party. 
The adoption of this revised standard did not have an impact on the financial position or performance 
of the Group.  
 
IAS 32 Financial instruments: presentation  
The amended standard was issued in October 2009 and became effective for annual periods 
beginning on or after 1 February 2010. The amendment to IAS 32 addresses the classification of 
rights issues and will affect future right issues offered for a fixed amount in a foreign currency. This 
amendment did not have an impact on the financial position or performance of the Group. 
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IFRIC 14 Prepayment of a minimum funding requirement  
The amendment to IFRIC 14 became effective for financial years beginning on or after 1 January 
2011. The amendment provides guidance on assessing the recoverable amount of net pension assets 
and permits an entity to treat the prepayment of a minimum funding requirement as asset. The 
application of this amendment did not have impact on the financial statements of the Group.  

 
IFRIC 19 Extinguishing financial liabilities with equity instruments 
The new interpretation became effective for annual periods beginning on or after 1 July 2010 and 
addresses the accounting by the entity that issues equity instruments in order to settle, in full or in 
part, a financial liability. The adoption of this interpretation did not have an effect on the financial 
statements of the Group. 
 
Improvements to IFRSs (issued May 2010) 
 
In May 2010 the IASB issued its second omnibus of amendments to its standards, primarily with a 
view to removing inconsistencies and clarifying wording. There are separate transitional provisions for 
each standard. The adoption of the following amendments resulted in changes to accounting policies 
but did not have any impact on the financial position or performance of the Group.  

IAS 34 Interim financial reporting.  

The amendment requires a description of changes in the business or economic circumstances that 
affect the fair values of the Group’s financial instruments and additional disclosures for fair values and 
changes in classification of financial assets. No such changes or transfers occurred in the current or 
comparative periods.  

Other amendments resulting from improvements to the following standards and interpretations did not 
have an impact on the accounting policies, financial position or performance of the Group:  

>> IFRS 3 Business combinations 
>> IFRS 7 Financial instruments: disclosures 
>> IAS 1 Presentation of financial statements 
>> IAS 27 Consolidated and separate financial statements 
>> IFRIC 13 Customer loyalty programmes 
 
Seasonality 
 
The Group's operations are not affected by seasonality. 
 
Note 3:  Segment information 
 
The Group is managed as a single entity which produces, develops and markets its principal product, 
iron ore pellets, for sale to the metallurgical industry. While the revenue generated by the Group is 
analysed, there are no separate measures of profit reported to the Group’s Chief Operating Decision-
Maker (CODM). In accordance with IFRS 8 Operating Segments, the Group presents its results in a 
single segment which are disclosed in the income statement for the Group.  
The management monitors the operating result of the Group based on a number of measures 
including EBITDA, ‘C1’ costs and the net financial indebtedness.  
 
EBITDA 
 
The Group calculates EBITDA as profit from continuing operations before tax and finance, but 
excluding the effect of depreciation, amortisation, share based payments, non-recurring items, and 
net gains and losses from the disposal of investments and property, plant and equipment. The Group 
presents EBITDA because it believes that EBITDA is a useful measure for evaluating its ability to 
generate cash and its operating performance. 
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US$ 000 

Notes 6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Profit before tax and finance 380,256 181,484 542,225
Write-down of VAT receivable 12 - 15,000 10,936
Gain on bargain purchase  - - (2,623)
Write-offs and impairment losses 9 198 2,124 1,618
IPO costs  - 55 55
Share based payments 416 801 1,366
Losses on disposal of PPE 150 627 1,305
Depreciation and amortisation 19,733 15,081 30,415

EBITDA 400,753 215,172 585,297
 
'C1' costs 
 
"C1" costs represent the cash costs of production of own ore divided by production volume of own 
ore, and excludes non cash costs such as depreciation, amortisation, pension costs and stock 
movement, costs of purchased ore, concentrate and production cost of gravel and excludes one-off 
items which are outside the definition of EBITDA.  

US$'000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Cost of sales – pellet production 280,822 216,335 481,857
Depreciation and amortisation (13,628) (12,380) (24,662)
Purchased concentrate and other items for resale (48,817) (39,615) (101,351)
Processing costs for purchased ore and 
concentrate (3,901) (4,426) (11,042)
Production cost of gravel (178) (28) (88)
Inventory movements 3,374 8,747 18,608
Pension service costs (2,630) (1,614) (2,049)
Other (3,276) 898 (2,754)

C1 cost 211,766 167,916 358,519

Own ore produced (tonnes) 4,394,000 4,441,200 9,033,000

C1 cash cost per tonne US$ 48.19 37.81 39.69
 
Net financial indebtedness 
 
Net financial indebtedness as defined by the Group comprises cash and cash equivalents, term 
deposits, interest bearing loans and borrowings. 

US$ 000 

Notes As at 
30.06.11

(unaudited)

As at 
30.06.10 

(unaudited) 

As at 
31.12.10 

(audited)

Cash and cash equivalents 13 945,146 60,172 319,470
Interest bearing loans and borrowings - 
current 15 (387,901) (117,837) (22,563)
Interest bearing loans and borrowings – 
non-current 15 (531,855) (199,238) (401,290)
Net funds position/(financial 
indebtedness) 

  
25,390 (256,903) (104,384)
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Note 4: Revenue 
 
Revenue consisted of the following: 
 

US$ 000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Revenue from sales of ore pellets:  
Export 811,114 523,752 1,288,665
Ukraine 279 203 453

  811,393 523,955 1,289,118
  
Revenue from logistics and bunker business 36,550 - -
Revenue from services provided 853 1,113 674
Revenue from other sales 6,068 765 5,108
Total revenue 854,864 525,833 1,294,900

 
Export sales by geographical destination were as follows: 
 

US$'000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

China 240,327 102,583 320,572
Austria 232,205 166,991 405,511
Serbia 115,955 72,752 156,806
Czech Republic 61,226 45,391 99,235
Slovakia 50,891 72,868 143,478
India 37,653 - 14,153
Japan 33,304 - 45,318
Turkey 28,136 44,222 62,166
Hungary 9,125 4,589 16,575
Germany - 13,177 24,833
Other 2,292 1,179 18

Total export revenue 811,114 523,752 1,288,665
 
During the period ended 30 June 2011 sales made to three customers accounted for approximately 
53.8% of the sales revenue (30 June 2010: 68.3%; 31 December 2010: 62.5%). 
Sales made to two customers individually amounted to more than 10% of the total sales. These are 
disclosed below: 
 

US$'000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Customer A 232,205 166,991 405,511
Customer B 166,846 145,620 300,284
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Note 5: Cost of sales 
 
Cost of sales consisted of the following: 
 

US$ 000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Materials 37,094 31,279 67,661
Purchased concentrate and other items for resale 48,817 39,615 101,351
Electricity 58,286 46,015 101,528
Personnel costs 28,887 23,530 47,930
Spare parts and consumables 9,013 8,891 16,616
Depreciation and amortisation 13,628 12,380 24,662
Fuel 21,321 16,030 31,299
Gas 27,989 21,964 48,236
Repairs and maintenance 28,291 19,808 45,230
Royalties and levies 5,093 3,210 8,489
Cost of sales from logistics business 11,657 - -
Bunker fuel 9,636 - -
Stock movement (3,374) (8,747) (18,608)
Other 5,777 2,360 7,463

Total cost of sales 302,115 216,335 481,857
 

US$ 000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Cost of sales - pellet production 280,822 216,335 481,857
Cost of sales – logistics and bunker business 21,293 - -

Total cost of sales 302,115 216,335 481,857
 
Note 6: Selling and distribution expenses 
 
Selling and distribution expenses consisted of the following: 
 

US$ 000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

International freight for pellets 53,283 19,238 74,885
Railway transportation 42,692 42,266 81,451
Port charges 17,594 15,774 32,339
Other pellet transportation costs 5,245 4,037 11,892
Costs of logistics business 16,053 - -
Gravel delivery costs 1,321 - 1,816
Advertising 3,371 1,759 3,472
Depreciation 3,997 849 1,757
Other 2,620 931 4,394

Total selling and distribution expenses 146,176 84,854 212,006
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Note 7: General and administrative expenses 
 
General and administrative expenses consisted of the following: 
 

US$ 000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Personnel costs 14,881 11,573 26,362
Buildings and maintenance 1,081 1,381 2,475
Taxes other than income tax and other charges 747 1,264 1,581
Professional fees 2,752 3,584 4,840
Depreciation and amortisation 2,024 1,847 3,867
Communication 545 275 899
Vehicles maintenance and fuel 751 466 1,222
Repairs 375 274 815
Half year review fees 184 184 184
Audit fees 550 506 910
Non-audit fees 253 806 1,395
Security 856 763 1,613
Other 480 1,183 3,012

Total general and administrative expenses 25,479 24,106 49,175
 
Note 8: Foreign exchange gains and losses 
 

US$ 000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Operating foreign exchange losses (567) (718) (1,078)
Non-operating foreign exchange gains / (losses) 5,427 835 (3,888)

Total foreign exchange gains/(losses) 4,860 117 (4,966)
 
Operating foreign exchange gains and losses are those items that are directly related to the 
production and sale of pellets (e.g. trade receivables, trade payables on operating expenditure). Non-
operating gains and losses are those associated with the Group's financing and treasury activities and 
with local income tax payables. 
 
Note 9: Write-offs and impairment losses 
 
Impairment losses relate to adjustments made against the carrying value of assets where this is 
higher than the recoverable amount. 
Write-offs and impairment losses for the six months ended 30 June 2011 consisted of the following: 
 

US$ 000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

(Reversals)/write-off of inventories - - (254)
(Reversal)/write-off of property, plant and 
equipment - - (251)
Impairment of available-for-sale financial assets 198 2,124 2,124

Total write-offs and impairment losses  198 2,124 1,618
 
The impairment of the available-for-sale financial assets is related to the investment in Vostok Ruda 
LLC and the one in the equivalent comparative period to Atol LLC. 
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Note 10:  Earnings per share and dividends paid and proposed 
 
Basic EPS is calculated by dividing the net profit for the period attributable to ordinary equity 
shareholders of Ferrexpo plc by the weighted average number of ordinary shares. 

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares 
in issue on the assumption of conversion of all potentially dilutive ordinary shares. All share awards 
are potentially dilutive and have been included in the calculation of diluted earnings per share. 
 

 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Profit for the period / year attributable to 
equity shareholders:  
Basic earnings per share (US cents) 49.80 23.62 72.34
Diluted earnings per share (US cents) 49.73 23.57 72.24
  
Underlying earnings for the period / year:  
Basic earnings per share (US cents) 49.04 26.50 72.98
Diluted earnings per share (US cents) 48.97 26.44 72.91

 
The calculation of the basic and diluted earnings per share is based on the following data: 
 

 Thousands 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

  
Weighted average number of shares  
Basic number of ordinary shares outstanding 584,742 584,812 584,568
Effect of dilutive potential ordinary shares 667 1,201 854

Diluted number of ordinary shares outstanding 585,409 586,013 585,422
 
The basic number of ordinary shares is calculated by subtracting the shares held in treasury from the 
total number of ordinary shares in issue. 

'Underlying earnings' is an alternative earnings measure, which the directors believe provides a 
clearer picture of the underlying financial performance of the Group's operations. Underlying earnings 
is calculated before non-controlling interests have been deducted and excludes adjusted items. The 
calculation of underlying earnings per share is based on the following earnings data: 
 

US$ 000 Notes 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Profit attributable to equity holders  291,122 138,117 422,906
Under recovery of VAT receivable 12 - 15,000 -
Write-offs and impairment losses  9 198 2,124 1,618
IPO costs  - 55 55
Gain on bargain purchase  - - (2,623)
Losses on disposal of PPE  150 627 1,305
Non-operating foreign exchange (gains) 
/ losses 8 (5,427) (835) 3,888
Tax on adjusted items  639 (124) (346)

Underlying earnings   286,682 154,964 426,803
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Adjusted items are those items of financial performance that the Group believes should be separately 
disclosed on the face of the income statement to assist in the understanding of the underlying 
financial performance achieved by the Group. Adjusted items that relate to the operating performance 
of the Group include impairment charges and reversals and other exceptional items. Non-operating 
adjusted items include gains and losses on disposal of investments and businesses and non-
operating foreign exchange gains and losses. 

Dividends 

US$ 000 

6 months 
ended 

30.06.11
(unaudited)

6 months 
ended 

30.06.10 
(unaudited) 

Year 
ended 

31.12.10 
(audited)

Proposed per ordinary share  
Interim dividend for 2011: 3.3 US cents 19,301 - -
Interim dividend for 2010: 3.3 US cents  - 19,289 -
Final dividend for 2010: 3.3 US cents - - 19,289
Total dividends proposed 19,301 19,289 19,289
  
Paid per ordinary share  
Final dividend for 2010: 3.3 US cents  19,362 - -
Interim dividend for 2010: 3.3 US cents  - - 19,292

Final dividend for 2009: 3.3 US cents  - 19,289 19,289

Total dividends paid during the period 19,362 19,289 38,581
 
Note 11:  Property, plant and equipment 
 
During the six months ended 30 June 2011, the Group acquired property, plant and equipment with a 
cost of US$136,129 thousand (30 June 2010: US$43,381 thousand; 31 December 2010: US$166,775 
thousand) and disposed of property, plant and equipment with original costs of US$8,461 thousand 
(30 June 2010: US$3,361 thousand; 31 December 2010: US$8,669 thousand). 
 
Note 12:  Other taxes recoverable and prepaid 
 

US$ 000 

As at 
30.06.11

(unaudited)

As at 
30.06.10 

(unaudited) 

As at 
31.12.10 

(audited)
VAT receivable 107,671 123,448 101,683
Withholding tax - 255 -
Other taxes prepaid 536 18 1,964
Total other taxes recoverable and prepaid 108,207 123,721 103,647

The VAT receivable results from VAT paid on domestic purchases of goods and services and on the 
imports of equipment and services into Ukraine to the extent that this cannot be offset on VAT paid on 
the sale of goods and services.  

                                                                                             Of the US$108,207 thousand outstanding 
as at 30 June 2011, US$53,592 thousand relates to balances outstanding as at 31 December 2010. 
These balances are confirmed by the tax authorities as repayable. It is, however, not yet clear when 
and on what terms these amounts will be refunded although the amounts are expected to be received, 
as in 2010, in full within the next year. 
 
Note 13:  Cash and cash equivalents 
 
As at 30 June 2011 the Group held cash and cash equivalents of US$945,146 thousand (30 June 
2010: US$60,172 thousand; 31 December 2010: US$319,470 thousand). 
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