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Ferrexpo plc is the third largest exporter of iron ore
pellets in the world, with high grade iron ore pellets
enabling Ferrexpo’s steel producing customers to

reduce carbon emissions by 40%'.

The Group is listed on the London Stock Exchange,
a member of the FTSE 250 and FTSE4Good Indices,
and has a BBB rating from ESG ratings agency MSCI,

placing Ferrexpo in the top 40% of companies

assessed in the steel sector.

The Group is a major contributor to the Ukrainian
economy, generating 3% of the country’s export

revenues in 2020. The Group is entering into a new

growth phase of its development, with increased

production and new high grade product offerings,

whilst simultaneously cutting the Group’s carbon

footprint per tonne.

SAFETY FIRST

Lost time injury frequency
rate of

0.79

2019: 0.58

GROWING OUTPUT

Total iron ore
production of

11.2Mv1

7% increase on 2019

RESILIENT FINANCIAL PERFORMANCE

13% increase
in revenues to

US$1.75N

58% increase in diluted
earnings per share” to

107.9

US cents per share

REINVESTING
FOR THE FUTURE

Capital investment?

US$206"

increasing total investment since
IPO to over US$2.75 billion

Footnote: Alternative performance measures: words with the symbol A are defined in the Alternative Performance
Measures section of the Annual Report on pages 186 to 188. In this report, the terms “Ferrexpo”, the “Company”,
“us”, “our” and “ourselves” refer to Ferrexpo plc and, except

the “Group”, our “business”, “organisation”, “we

46% increase in
underlying EBITDAAto

US$859V

26% growth in dividends
paid in 2020 to

US$195V

(33.0 US cents per share)

BALANCE SHEET
STRENGTH

Net cash
position

From a net debt position of
US$281 million at the end
of the comparative year.

where the context otherwise requires, its subsidiaries as defined in on page 185.

" Source: CRU.

»

Z GROWTH

2020 represented the start of an exciting
new phase of growth for Ferrexpo. The
conclusion of an expansion in 2020 delivered
increased volumes, whilst the Group also
pivoted into its next phase of investments for
tomorrow’s growth.

P24-25

-
O PREMIUM

New high grade products developed in
2020 are enabling the Company to
engage with additional premium
customers in new regions of the world.

P22-23
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At a Glance 3.

INVESTMENTS

YIELDING

Ferrexpo is an iron ore pellet producer with mines SUSTAINABLE

in Ukraine, as well as marketing and corporate offices GROWTH

around the world. We have been mining, processing

and selling high quality iron ore pellets to the global The Company has invested over
steel industry for over 40 years. e L el

to become the third largest exporter
of iron ore pellets in the world.

Find out more
P22-25

LONG LIFE ASSETS
Ferrexpo’é operations have supplied the 1 2(y0 e - . 7 %

global steel industry for over 40 years. The
Group’s world class asset base will see a - ] T
further +50 years ofproduction if current ~ Increase’in Mineral Growth in production in 4
output levels are maintained. Resources at FPM 2020
and FYM:in 2020.

Increasing output following

Find out more / ] Additionally, the successful expansion of
P22-23 B Group saw a 3% the Group’s concentrator
increase in Ore in 2020. Further growth in
Reserves in 2020. volumes and pellet quality
Mineral Resources at FPM and FYM are expected in 2021.

increased by 12% in 2020, with the
Company now having over 6.1 billion
tonnes of JORC-compliant Mineral
Resources across its three mines,
including 1.7 billion tonnes of

Ore Reserves.

2.

GENERATING VALUE
THROUGH HIGH
QUALITY PELLETS

Iron ore pellets are a premium : CATERBY g

product for steelmakers, and command idoed

a premium price as they enable steelmakers

to enhance mill productivity whilst also - 2

offering the opportunity to reduce e gl\s
carbon emissions. i i

[:.'-'{. o

Find out more c: e
P18-21 o —— L
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Direct reduction
(“DR?”) pellets

Through investing

in_its production
process, Ferrexpo

is now able to produce
higher grade DR pellets,
which represent the
pathway to carbon-free
steel production

(Green Steel).

4.

WORLD CLASS
STEELMAKERS

Ferrexpo plc Annual Report & Accounts 2020

Ferrexpo’s marketing team has developed a

global network of customers that produce the

pes of steel

99%

Proportion of production represented
by Ferrexpo’s high grade pellets in
2020 (grading 65% Fe and above).

5.

POSITIONED FOR A
LOW CARBON FUTURE

2020 represented a significant year in the
Group addressing its carbon footprint per
tonne, with a 16% reduction in CO,e
emissions per tonne in a single year.

2 S il

=

R £XPO

40%

less CO,

Independent research by
CRU shows that steel mills
produce 40% less CO,
for each tonne of iron ore
pellets used in a blast
furnace, compared to the

_more con ._s sed

Hoday oi6ajens
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Chair’s Statement

2020
HIGHLIGHTS
AND LOOKING
FORWARD

2020 has been a significant year in the evolution of
the Ferrexpo business, ranging from resilience in our
response to the global COVID-19 pandemic, shifting
into a new phase in growth of the business, renewed
focus on our Responsible Business activities and

further efforts to strengthen corporate governance.

COVID-19 presented us with a unique set
of challenges in 2020 - from day-to-day
activities being restricted at our operations,
through to temporarily shifting global
demand for iron ore pellets away from the
status quo and towards China. But despite
all this, we grew production by 7% in 2020,
showing our flexibility and resilience as a
business. As a further demonstration of our
resilience, we increased our percentage of
Ukrainian exports to 3% of the country’s
total exports in 2020 (2019: 2%), delivering Viewsinsice Ferrexpo’s concentrator
consistent export revenues to the national B °rojsct, referred to as Section 9,

. which was completed in 2020.
government throughout the pandemic.

Our workforce remains our strongest asset,
and it is their safety and wellbeing that is
key to all of our future plans. That is why
we have made every effort to insulate and
protect our workforce during the global
pandemic, and | would like to thank them
for their achievements this year. They
represent Ferrexpo’s DNA and their safety
and wellbeing is key to all of our future

Dividends paid

US${9HM

plans, and | am proud to report that to US$155M
date, production at Ferrexpo’s operations

has continued largely unaffected US$97M
despite 3,000 employees, representing

nearly 40% of our workforce in Ukraine, @ KPIs P14

working remotely during the pandemic.

il
Our management team evolved in 2020, @ i i ’
with a renewed focus on our operations, & Responsible’
delivering on our growth and carbon FTSE4AGood Steel [sres

reduction strategies, whilst also increasing

stakeholder engagement. On engagement,

this is evidenced through our recent For further information, please see the
Responsible Business Section, pages 26-39.
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appointment of Liberum as our corporate
broker and financial adviser, and also
through more regular and broader updates
on the business via our social media
channels, which collectively represent a
key opportunity for modern companies to
communicate with their stakeholders.

As we enter into the next phase of the
Group’s development, it is important that
we continue to communicate effectively
around our strategy, from our plans to
expand production volumes and pellet
quality, to cutting our carbon footprint

per tonne for our customers who are
actively targeting production of Green
Steel. Through continued investment in
our operating base, we have demonstrated
our ability to evolve and adapt for the
future, including the recent deployment

of large scale autonomous trucks at our
Yeristovo mine, making Ferrexpo the first
mine in Europe to utilise this technology.
Our strategy and purpose remain the same
however: we continue to invest in both our
assets and our people, produce the highest
quality iron ore products for the global
steel industry, and operate a business
model that provides both sustainable
growth and returns to shareholders.

Corporate governance

At Board level, in addition to my
appointment as Chair of the Company we
appointed Ann-Christin Andersen as an
additional Independent Non-executive
Director to the Board in March 2021, who
brings over 30 years of experience in the
oil and gas industry. The Ferrexpo Board
also conducted a process of shareholder
engagement following the 2020 Annual
General Meeting, and we are taking steps

v

Lucio Genovese,
Chair, Ferrexpo plc.
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to act on the feedback received as part of
this process, including increased levels of
shareholder engagement and greater levels
of disclosure with proxy advisory firms.

In March 2021, the Committee of
Independent Directors (“CID”) concluded
its previously disclosed review into the
Group’s sponsorship arrangements

with the football club FC Vorskla, with
arrangements having been made for the
repayment in full of the c.US$17 million
loaned by FC Vorskla to Collaton Limited.
For further information regarding the
conclusion of the CID’s review, please
see page 36 (Governance), page 76 (Audit
Committee Report) and Notes 30 and 34
to the Consolidated Financial Statements.

Responsible business

In January 2020 we reformed our CSR
Committee with a renewed focus on safety
and the environment, with Independent
Non-executive Director Fiona MacAulay
appointed as Chair. Details of the work
undertaken by the newly formed Health,
Safety, Environment and Community
("HSEC”) Committee are detailed in the
Responsible Business section of this report
(pages 26 to 39).

Shareholder returns

Through strong operating performance,
prudent financial management, and
continued investment in our operations,

we have consistently returned profits to
shareholders in the form of dividends since
IPO. Dividends paid in the 2020 calendar
year grew by 26% to US$195 million,
reflecting the Group’s strong balance sheet
and growth in our operations. Furthermore,
the Board is pleased to announce a special
interim dividend of 39.6 US cents per share
(2019: 3.3 US cents per share), meaning that
the total dividend declared in respect of the
2020 financial year will be a record 72.6 US
cents per share (total dividend declared in
respect of 2019: 19.8 US cents per share).
This record dividend reflects the Group’s
strong operational and financial
performance, transition to net cash position
and continued healthy iron ore prices. The
Board will consider, as appropriate, whether
or not to propose a final dividend in respect
of 2020, which if proposed will be put to the
Group’s AGM in May 2021.

A final thank you to our workforce for the
hard work and dedication shown to achieve
the result for 2020 presented in this report,
which is a significant achievement in light
of the social difficulties faced across the
globe. The year ahead marks a new phase
for Ferrexpo, one which we are very much
looking forward to developing with all of
our stakeholders.

Lucio Genovese
Chair, Ferrexpo plc

05

(7]
-
=
(Y
-
®
@
(¢}
)
(]
T
o
=
-

aouBUIBAOY) 9)el0di0)

sjuswaejels [eloueUI4



Ferrexpo plc Annual Report & Accounts 2020

CEO'’s Review

TAKING A LOOK 7%

Production growth

AT KEY EVENTS
OF 2020 5o

Growth in underlying
EBITDA* margins to
50% in 2020 through
investment and

new pellet types
(2019: 39%).

Despite the headwinds facing the world in 2020
due to the global COVID-19 pandemic, we are
pleased to be able to report today that our
business has shown strength in its ability to grow
and adapt to shifting market conditions. Ferrexpo
is a multi-faceted business that is focused on
providing stakeholder value beyond its financial
results in any given year, and the following review
aims to provide an overview of our key
achievements in 2020, as well as our goals for the
year ahead.

0.79

Group LTIFR of 0.79
recorded in 2020, a
level 22% below
five-year trailing
average rate.

16%

Reduction in the
Group’s combined
CO,e emissions
footprint (comprising
8% reduction in Scope
1 CO,e emissions
footprint and 21%
reduction in Scope 2
CO,e).

Jim North,
Acting Chief Executive Officer.
-
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Safety continues to be the number one
priority at our operations. We strive to
ensure that all employees and contractors
are able to return home safely at the end of
each shift, and it is our aim to provide clear
and transparent reporting around safety.
Whilst the Group has recorded a second
successive year with its lost time injury
frequency rate (“LTIFR”) materially below
the Group’s five-year trailing average, it

is with regret that we report the fatality

of a contractor at our operations in 2020,
whereby a maintenance contractor was
fatally injured during maintenance work
being conducted in the beneficiation plant.
We strive to learn from these terrible events
and further details of the investigation

and key learnings from this incident are
provided on page 28. We also continue

to benchmark our safety performance
against our peers and can report a LTIFR
in 2020 significantly lower than the major
iron ore miners in the Pilbara region of
Australia'. Given the difficulties facing

the world related to the global COVID-19
pandemic in 2020, we note the importance
of our role in keeping our workforce

safe, protecting local communities and
also increasing our efforts in terms of
workforce wellbeing. Further details of
these initiatives in relation to COVID-19
are provided on pages 9 and 34-35.

Growth through a well invested asset base
has been a cornerstone of our business
since IPO, and 2020 marks the culmination
of a multi-year expansion plan to grow
production volumes and product quality.
In 2020, we saw production volumes grow
by 7%, whilst we also added sales of a
new product — direct reduction (“DR”)
pellets — to our marketing offering. This
growth in volumes and product quality has
helped to deliver one of the best annual
financial results Ferrexpo has achieved
since listing in 2007, details of which are
provided in the Financial Review on pages
18 to 21. Furthermore, DR pellets are
particularly important as they position us
for the future of carbon-free Green Steel,
as well as enable us to reduce our Scope 3
carbon emissions footprint. Further details
of our expansion plans are available on
pages 22 to 25, Green Steel on page 31
and our Scope 3 footprint on page 32.

Producing high grade, premium iron ore
pellets enables us to generate higher
margins through selling to premium
customers. In 2020, we realised an
underlying EBITDAA margin of 50% on our
pellets, up from the five-year trailing
average of 39%. Through selling our
premium products to the world’s best
steelmakers, we also add resilience to our
business.

Viewing platform overlooking
Ferrexpo’s Poltava Mine.

KEY RECENT DEVELOPMENTS

Board changes:

Lucio Genovese appointed Chair,
leading Company into new phase of
development and growth. Jim North
appointed as an Executive Director.
Additional Independent Non-executive
Director Ann-Christin Andersen
appointed to the Board in March 2021.

Management changes:

Jim North appointed Acting CEO;
stepping into role after six years
as COO.

Sustainable growth:

Completion of concentrator expansion,
resulting in growth in production.
Advancing additional projects such

as concentrate stockyard to provide
operational flexibility.

New products:

Trial shipments of higher grade DR
pellets; growing into new markets,
new premium customers. DR pellets
represent future of pellet market and
Green Steel.

Resilience:

In the midst a of global pandemic;
increasing sales to China in response
to shifting markets.

Ferrexpo plc Annual Report & Accounts 2020

Safety:

LTIFR of 0.79, second successive year of
rate being materially below the five-year
trailing average (1.01).

Net cash position:

Delivering a US$285 million reduction in
net debt in 2020, resulting in a net cash
position of US$4 million as at year end,
down from peak levels of net debt of over
US$850 million seen at the end of 2015.

US$859M

Strong cash generation with underlying
EBITDA” of US$859M, a 46% increase
on 2019.

Investments yielding growth

507

Underlying EBITDA* margin of 50% in
2020 (five-year trailing average: 39%).

Shareholder returns

US$195M

Total of US$195 million paid in dividends
in 2020 (2019: US$155 million).

1 Latest available period: 12 months to June 2020. http://www.dmp.wa.gov.au/Documents/Safety/MSH_Stats_

Reports_SafetyPerfWA_2019-20.pdf

07

(7]
-+
=
o
-
[1']
Q
(1]
)
(]
T
o
S
-+

20ouBUIBAOK) 9)el0d10)

sjuswalels [eloueuld


http://www.dmp.wa.gov.au/Documents/Safety/MSH_Stats_Reports_SafetyPerfWA_2019-20.pdf
http://www.dmp.wa.gov.au/Documents/Safety/MSH_Stats_Reports_SafetyPerfWA_2019-20.pdf

Ferrexpo plc Annual Report & Accounts 2020

CEO’s Review
continued

(b FERREXPO

Underlying EBITDA

uss8 59V

US$586M

US$503M

P14

QM) KPIs

' Carrara, S., Alves Dias, P., Plazzotta, B. and Pavel, C.,
Raw materials demand for wind and solar PV
technologies in the transition towards a decarbonised
energy system, EUR 30095 EN, Publications Office
of the European Union, Luxembourg, 2020,

ISBN 978-92-76-16225-4 (online), doi:10.2760/160859
(online), JRC119941.
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CASE STUDY

AUTONOMOUS LARGE SCALE
HAUL TRUCKS - A FIRST
FOR MINING IN EUROPE

Ferrexpo recorded a first in December
2020, becoming the first mine to deploy
alarge scale autonomous haul truck in
both Ukraine and Europe.

Fleet autonomy represents state of the
art modern technology for modern
mining operations, and has been shown
to offer mining companies significant
improvements in both safety and
productivity, through removing
individuals from hazardous working
environments, whilst also enabling
trucks to operate 24/7.

Our work over the years to develop a
customer presence in China enabled us to
efficiently pivot to this market in 2020 when
demand in the rest of the world declined as
a result of the global COVID-19 pandemic.
We are also proud to sell our pellets to
steelmakers that produce high end steels
for green sectors such as renewable power
generation, with steel representing up to
85% of the construction of a typical wind
turbine, as well as steel representing the
single largest component by weight in the
construction of solar PV technologies'.

Technology helps us to maintain our
profitability and resilience, as well as
offer safety benefits. In December 2020,
we successfully deployed autonomous
trucks in our Yeristovo mine, becoming
the first mine in Europe to successfully
invest in this modern technology. We have
seen significant safety improvements
through our investments in other areas of
technology, such as our autonomous drill
rigs and drone surveys, which have been in
use since 2017 and 2018 respectively. We
expect to see similar benefits throughout
our mining department as further
automation investments are realised.

High ESG standards are expected of all
mining companies, and we aim to be no
exception. We worked hard to reduce our
carbon emissions footprint per tonne in
2020, achieving an 8% reduction in Scope
1 and 21% reduction in Scope 2. We began
reporting our Scope 3 emissions in 2019
and have further developed our thinking

in terms of reporting and assurance in

Automation of the Group’s CAT 793
haul trucks at the Yeristovo mine is
under way, with additional trucks
expected to be deployed throughout
2021. Fleet automation represents
industry best practice and is an
important step in the Group’s long-term
growth ambitions.

This milestone represents the latest step
in the Group’s drive to modernise its
operations, with a similar project to
automate the Group’s drilling operations
successfully implemented back in 2017.

this year’s report. We continue to work
in a range of assistance projects in our
neighbouring communities, which have
been particularly focused on helping
medical institutions during the global
pandemic in 2020, with US$2.5 million
of funding made available in March
2020 through our dedicated COVID-19
Response Fund, in addition to a further
US$1 million of funding approved in 1Q
2021. For further details of our ESG work,
please see the Responsible Business
section, pages 26 to 39, as well as our
Responsible Business Reports, which
are available on the Ferrexpo website.

Our strong operational performance,
delivery of investments and expertise in
marketing have enabled us to deliver a
46% increase in underlying EBITDA* to
US$859 million in 2020, which will enable
us to reinvest in our operations to further
develop the business, in addition to
delivering further shareholder value.

I would like to thank all of our stakeholders
in achieving the result presented in this
report, from our workforce’s collective

hard work and determination, to our local
communities in Ukraine, and the continued
support of our customers and shareholders
around the world. We have much to look
forward to at Ferrexpo in 2021, and | would
like to thank everyone for their support
going into the year ahead.

Jim North
Acting Chief Executive Officer



COVID-19

FERREXPO'S

RESPONSE TO
COVID-19

Throughout the global COVID-19
pandemic in 2020, Ferrexpo has taken
significant measures to protect its

workforce and local communities.

Throughout the year, the Group has
continued to operate with minimal
disruption due to COVID-19. In response
to the global pandemic, Ferrexpo has
implemented a range of measures at
various levels of its organisation to raise
awareness and change behaviours in
order to reduce the spread of COVID-19,
as well as clear messaging around the
effectiveness of the Group’s actions.
Across the business, Ferrexpo has enabled
remote working, with over 3,000 employees
working remotely during the peak of the
global pandemic in April and May 2020,
representing nearly 40% of the Group’s
workforce at its operations in Ukraine. For
those who cannot work remotely, social
distancing, face masks and staggered
shifts are all examples of the significant
measures that have been implemented,
along with the Group’s own in-house
testing equipment, with the capacity to
conduct over 1,000 tests a month.

However, no community has been
unaffected by COVID-19, and Ferrexpo’s
workforce is no exception. As of the end
of 2020, one Ferrexpo employee sadly
passed away having contracted COVID-19.
Where the Group registers a positive test
result in its testing, extensive measures
are implemented in each instance to both
look after the affected individual and to
minimise the risk of onward transmission
of the virus. The Group has its own
specialist teams in place to isolate and
support affected individuals, as well

as conduct contact tracing exercises.

Donated equipment for
local hospital during
global COVID=19
pandemic, July»2020.

Furthermore, the Group has periodically
implemented increased measures whereby
external visitors are prohibited from visiting
Ferrexpo’s operations, aimed at further
reducing the transmission risk at times of
heightened infection rates within Ukraine.

In addition to the efforts undertaken to
protect the Group’s workforce, Ferrexpo
has made significant efforts to protect

its local communities in 2020, including
the approval in March 2020 of a US$2.5
million dedicated COVID-19 Response
Fund for medical donations to support
local hospitals. In light of the ongoing
pandemic in 2021, the Group has approved
a further US$1 million of funding for this
initiative, to sustain its support efforts
into 2021. Further details of this work are
provided on pages 34 to 35 of this report.

Ferrexpo plc Annual Report & Accounts 2020
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Nearly 40%

of workforce
demobilised
from operations
at the peak of
the pandemic.
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Market Review

2020 was a year of shifting supply and demand
within the markets, with the main factors being (1)
COVID-19 temporarily shifting relative demand for
iron ore towards China, and (2) disruptions in iron ore
supply from Brazil and Australia. Ferrexpo’s diverse
customer portfolio, central geographic location and
flexibility in its logistics capacity helped the Group to
adapt quickly to these changing conditions.

The following market review focuses
on the high grade fines index (65%

Fe), as this is the basis for pricing
Ferrexpo’s iron ore products, which are
predominantly grade 65% Fe or above.

Iron ore fines indices

Global iron ore fines prices showed
resilience in the first half of 2020, amid the
onset of the global pandemic, with the high
grade (65% Fe) iron ore fines index rising

9% through to the end of June 2020'. This
upward trend reflected the speed and scale
of the Chinese government’s intervention in
its economy in the first half of the year, with
China ending the year as the only
developed economy in the world to report
overall growth in 20202. China alone
typically represents approximately 70% of
total global iron ore fines consumption?,
and therefore this acceleration is directly
attributable to the strength in iron ore fines
prices in the first half of 2020.

Loading pellets at Ferrexpo’s
berth at the Porj'of Pivdennyi
(formerly known as Yuzhny)
in June 2020.

In the second half of the year, iron ore fines
prices continued their upward trajectory.
This was driven by strong demand in
China, particularly high grade ores, but
also by returning demand from steel mills
in the rest of the world. This increase in
pricing was further exacerbated by supply
side disruptions from Brazilian iron ore
exports, related to ongoing permitting
issues following two high profile breaches
of tailings dams in 2015 and 2019. Supply
constraints were also seen in Australia due
to short term shortages of benchmark
material. These factors led to a 53% rise in
iron ore prices in the second half of the
year, to close the year with an iron ore
price of US$174 per tonne'.

Expectations for the fines index in 2021 are
that fines supply from Brazil will begin to
return to previous levels, whilst overall
output from Australia will be maintained at
broadly similar levels to those seen in 2020.
It is, however, understood that the overall
chemistry of benchmark sinter fines
material produced from the Pilbara is
changing, and it is, therefore, expected
that demand for low alumina iron ore
products, such as those produced by
Ferrexpo, will increase as steelmakers seek
to balance the chemistry of material
entering each blast furnace.

Pellet premiums

Pellet premiums, which are applied to the
pricing for pellets in addition to the
benchmark iron ore fines price, are
primarily governed by global demand from
key markets in Europe and Asia. With these
destinations seeing a sharper impact from
the global pandemic in 2Q and 3Q 2020
compared to China, pellet premiums did
not experience the same level of support
as was seen with sinter fines. This decline
was seen despite significant disruption

in the supply of Brazilian pellets during
2020, which represents the single largest
source of iron ore pellets in the global
pellet export market.

Atlantic pellet premiums, as assessed by
Platts, which is the premium used in
pricing the majority of long term contracts,
fell from a multi-year high of US$57 per
tonne in 2019 to an average of US$29 per
tonne in 2020, with this decrease linked to
the impact of COVID-19 on key pellet
markets. Conversely, China saw increased
pellet buying activity in 2020, which was
the result of government stimulus and
increased steel demand. With global iron
ore demand pivoting towards China as the

"Source: S&P Platts.
2 Source: IMF World Economic Outlook Report.
3 Source: CRU.



Summary of industry key statistics for 2020 and 2019

(All figures US$/tonne, unless stated otherwise.) 2020 2019 Change
Average Platts 62% Fe iron ore fines price CFR China* 109 93 17%
Average Platts 65% Fe iron ore fines price CFR China* 122 104 17%
65% Fe spread over 62% Fe 13 11 18%
Average Atlantic pellet premium* 29 57 -49%
Average China pellet premium? 23 28 -18%
Average DR pellet premium?* 36 61 -41%
C3 freight (Brazil — China)® 15 19 -21%
C2 freight (Brazil — Netherlands)® 7 8 -19%
Global steel production (million tonnes)® 1,829 1,846 -1%
Iron ore

200
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Index price (US$/tonne)
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M Fines price (65% Fe) Chinese Spot PP

pandemic developed, the global pellet
export market mirrored this shift, with over
50% of global pellet exports dispatched to
China at the peak of the pandemic in May
and June 2020 (2019 China average: 22%)'".
As a result of this increasing supply, spot
pellet premiums in China dropped to below
US$5 per tonne in August 2020, as
portside inventories of imported iron ore
pellets doubled in size. Following a return
to more normal market conditions in 4Q,
spot pellet premiums in China returned to
average US$23 per tonne in 4Q 2020.

With Chinese steel producers seeking to
increase the productivity of steel mills and
further reduce their environmental impact
in 2020, owners of these steel mills
increased buying of imported iron ore
pellets from approximately 28 million
tonnes of pellets in 2019 to 43 million
tonnes in 2020, representing a significant
shift in the global pellet export market’.
Ferrexpo, with its operating base in
Ukraine, was well situated to adapt to this
shift in the pellet market, whereas other
pellet producers in more remote locations

M Atlantic PP

Source: Platts

such as Sweden and Canada faced
additional shipping and logistics
challenges with their increased shipping
distances to China.

The second half of the year was
characterised by resurgent demand for iron
ore, including iron ore pellets. In particular,
a number of European, Japanese and
Korean steelmakers restarted blast
furnaces in 4Q 2020, and as a result, pellet
producers saw a return of sales to these
markets, replacing spot sales to China. As
of the end of 2020, the global pellet export
market had broadly returned to a balance
of sales in line with previous years.

The outlook for pellet premiums in 2021 is
positive, with continued supply disruption
of Brazilian pellet exports expected, as
Brazilian producers face continued
operational issues in the consistent supply
of pellet feed, as well as the apparent
prioritisation of the domestic steel sector in
Brazil. The return of Brazilian pellet
producer Samarco is not expected to
materially impact the market in 2021, with
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this operation ramping up towards a
reduced level of output compared to
previous levels. Global demand for pellets
continues to be robust, with steel
producers globally looking to increase the
productivity of blast furnaces and reduce
carbon emissions, both of which are
achieved through the increased usage of
iron ore pellets over sinter fines. In
December 2020, Brazilian pellet producer
Vale S.A. announced an agreed Atlantic
pellet premium of US$40 per tonne for 1Q
2021, representing an increase of over
US$10 per tonne on the level seen in late
2020, and this reflects tightness in pellet
supply relative to demand. It is expected
that demand for both iron ore fines and
pellets will continue to mirror global steel
demand throughout 2021, as economies
around the world recover from the

global pandemic.

Seaborne freight indices®

Ferrexpo exports all of its production,
with the majority shipped through the
Group’s berth at the port of Pivdennyi
(formerly Yuzhny) in south west Ukraine.
The C3 freight rate, which is the most
relevant index for Ferrexpo’s shipments to
Asia, averaged US$15 per tonne in 2020,
compared to US$19 per tonne in 2019.
The evolution of the C3 index throughout
the year was dominated by the global
COVID-19 pandemic, starting at US$19
per tonne in January, declining to a low
of less than US$7 per tonne in late May
(driven by declining global industrial
output and falling oil prices), before
recovering in the second half of the year.

Iron ore demand: steel sector

According to the World Steel Association,
global steel output fell by just 1% in 2020
to 1,829 million tonnes, despite the impact
of the global COVID-19 pandemic. Of
particular note is the global recovery in
steel output in the second half of the year,
which amounted to a 4% gain year on year
for this period. China, which represents
over 50% of global steel production,
drove global demand trends in 2020, with
a 5% increase in steel output in the full
year, whilst the EU, Japan and the rest of
the world saw full year steel output fall

by 12%, 16% and 5% respectively®. The
EU and Japan are key import markets for
iron ore pellets and therefore particularly
relevant for this review. December 2020
data for steel output® indicates that both
the EU and Japan are producing at similar
rates to December 2019 (down 1% and 3%
respectively), suggesting that the recovery
of these markets is nearing a conclusion.

4 Source: S&P Platts.

5 Source: Baltic Exchange.

5 World Steel Association.

7 Management estimates. 11
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Strategic Framework

Ferrexpo’s strategic goal is to maximise value from its world class
iron ore deposit, by producing high quality iron ore products that
can be sold to the best steel producers in the world.

This is achieved through a well-invested asset base, an engaged
workforce and a low cost of production, which enables further
reinvestment in the Group’s assets.

[~ / i - Maintai istent lity in li
PRODUCE HIGH T OEIEEE e
QUALITY PELLETS

— Commence regular production of
67% Fe DR grade pellets for market
development amounting to ¢.2% to 3%
of total production.

— Complete new grinding section in
concentrator.

BE A LOW COST
PRODUCER

— Increase production levels to improve
efficiencies and reduce C1 cash cost.

— Final consolidation of mining and mobile
maintenance activities into one
organisation.

SELL TO A WORLD CLASS
CUSTOMER PORTFOLIO

— Continue to focus on servicing the
Group’s long-term customer base.

- Renew long-term contracts with key
customers as they expire.

- Maintain a geographically diversified
portfolio of crisis-resistant customers.

— 67% Fe DR pellet trial shipments for
market development.

MAINTAIN A OCIAL 2 . NS > ¢ - Eliminate fatal and serious accidents by

focusing on material operational risk
management.

— Support the community through various
initiatives.

— Reduce consumption of key inputs such
as electricity and gas, and reduce
emissions per tonne.

DISCIPLINED CAPITAL
ALLOCATION

— If market conditions are appropriate,
look to extend the Group’s debt maturity
profile and increase available facilities.

— Subject to cash flows, continue to pay
dividends.

— Subject to cash flows, increase
development capex to expand the
Group’s concentrate and pelletising
capacity.
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— Continued delivery of high quality
iron ore pellets to existing premium
customer portfolio.

— Trial cargoes of DR pellets
commenced in 2020, with two
shipments delivered, amounting to
339kt, or 3% of total production.

Concentrator expansion completed in
2Q 2020 and ramped up in 2H 2020. For
further information, see pages 22 to 25.

Increased proportion of high grade
pellets (65% Fe or above) to 99%
of total production in 2020.
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What was achieved in 2020 Strategic targets for 2021

Expand existing customer portfolio with
additional high quality steelmakers.

Continue to develop DR pellet offering
with trial cargoes shipped to additional
DR pellet customers.

Further investments in both
concentrator and pelletiser
(see pages 22 to 25).

— C1 cash cost” reduced by 13% to
US$41.5 per tonne, as a result of a
7% production increase, and
productivity increases. An example of
which is in the consumption of diesel,
which fell by 5% in 2020 whilst mining
activity rose by 1%.

Consolidation of mining and mobile
maintenance into one organisation
commenced in December 2020, with
completion expected 1Q 2021.

Target further cost reduction initiatives
through disciplined cost control and
further dilution of fixed costs through
production increases.

— Market pattern adjusted in 2020 by
global COVID-19 pandemic, meaning
increased volumes to spot customers
in China.

— Long term contracts renewed with key
customers.

— Development of new relationships
with potential new customers, with
particular focus on DR pellets.

Two trial cargoes of DR pellets shipped
in 2020 (combined total: 339kt).
Diverse geographic mix of customers
maintained in 2020.

Sales to China and SE Asia increasing
to 56% in 2020 (2019: 30%), reflecting
iron ore market conditions in 2020.

Develop relationships with new
customers for existing blast furnace
pellet offering.

Further work to establish DR pellet
offering with new customers.

Establish presence in selling high grade
concentrate, either through synergies
with existing customers or through new
relationships.

— One fatality in 2020. For further
details, please see page 28.

— LTIFR maintained materially below
five-year trailing average for second
successive year.

Greenhouse gas emissions per tonne
(CO,e) reduced by 16% in 2020.

Continued community support
throughout 2020 via Ferrexpo Charity
Fund, with specific focus on COVID-19
Response Fund, as well as ongoing
programme to refurbish local hospitals
and schools.

Target zero harm for workforce.
Maintain LTIFR safety metric below
five-year trailing average and iron ore
peer group.

Continue efforts to reduce Scope 1 and
2 emissions footprints per tonne.

— Continued capital investment in the
Group’s operations, amounting to
US$206 million in 2020 (2019: US$247
million).

— The Group has continued to repay
existing debt facilities under the
existing maturity profile. Market
conditions have not necessitated any
extension of existing debt facilities.

US$195 million of dividends paid in
2020 (2019: US$155 million).

Further special interim dividend
announced of 39.6 US cents per share,
(2019: 3.3 US cents). Total dividends
declared in respect of 2020 amount to
72.6 US cents per share (2019: 19.8 US
cents per share), reflecting strong
operational and financial performance
of the Group.

Continued development of operations,
delivering volume growth and quality
improvements.

Continue to pay dividends as
appropriate with cash flows in 2021.

13
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Key Performance Indicators
Measures to assess performance
across the business in 2020.

See pages 186 to 188 for a reconciliation of Alternative
Performance Measures to the IFRS equivalent.

FINANCIAL KEY PERFORMANCE INDICATORS (KPIs)

Underlying EBITDA*

Us$g59M

US$586M

US$503M

The Group calculates underlying EBITDA as profit before tax
and finance plus depreciation and amortisation, net gains
and losses from disposal of investments and property, plant
and equipment, share-based payments and write-offs and
impairment losses. Underlying EBITDA measures the Group’s
ability to generate cash as well as providing a useful measure
of operating performance excluding certain non-cash items.
In 2020, underlying EBITDA was US$859 million, reflecting
increased sales volumes and reduced cash operating costs.

Link to strategy: 12345
Closest equivalent IFRS measure: profit before tax and finance

Profit for the year

US$G 35V

US$403M

US$335M

In addition to Alternative Performance Measures, Ferrexpo
considers the IFRS results of the Group to be an important
measurement of profitability. In 2020, profit for the year was
58% higher at US$635 million, reflecting an increase in
production and decrease in operating costs and capital
investment.

Link to strategy: 12345

Net debt to underlying EBITDAA

0.48

0.67

Ferrexpo uses net debt to underlying EBITDA to monitor
its debt levels relative to profitability. It is an industry
standard measurement used to determine relative levels
of indebtedness. As of the end of 2020, the Group entered
into a net cash position of US$4 million, reflecting the
strong cash flow generation of the Group during 2020.

Link to strategy: 12345
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Net cash flow from operating activities

US$G87M

US$473M

Us$292M

Net cash flow from operating activities represents the cash
flow generation ability of the Group and indicates available
cash flow for investments, returns to shareholders and debt
reduction. In 2020, net cash flow from operating activities
increased 45% to US$687 million, reflecting higher production,
increased product quality and lower operating costs.

Link to strategy: 12345



Link to strategy

Produce high quality pellets.

. Be a low cost producer.

. Sell to a world class customer portfolio.

. Maintain a social licence to operate.

. Maintain appropriate capital allocation between a strong

aRwWN =

balance sheet, returns to shareholders and investment for growth.

Ferrexpo plc Annual Report & Accounts 2020

NON-FINANCIAL KEY PERFORMANCE INDICATORS (KPIs)

Lost time injury frequency rate (“LTIFR”)

Production volumes

0.79 BN 11.2v

0.58

1.18

It is the Group’s highest priority to ensure its workforce
operates in a safe environment. The LTIFR is an industry
standard measurement and an important indicator of how
safe the work environment is. The LTIFR in 2020 was 0.79
(2019: 0.58), representing the second successive year that
this metric is materially below the Group’s five-year trailing
average (1.01).

Link to strategy: 12345

10.5MT

10.5MT

Production volumes measure the Group’s ability to meet
customer demand as well as provide an indication of the
Group’s operational performance. In 2020, production was
up 7% to 11.2 million tonnes as a result of the completion of
investments in the Group’s production process in Ukraine.

Link to strategy: 1235

C1 cash costs”

F Us$g41.5/7

UsS$47.8/T

US$43.3/T

This is the cash cost of production of iron pellets from own ore
to the factory gate, divided by production. This is an industry
standard measurement and assesses Ferrexpo’s relative
competitiveness compared to other pellet producers. In 2020,
Ferrexpo’s C1 cash cost of production decreased by 13% to
US$41.5 per tonne, reflecting a 7% increase in production and
falling input costs for raw materials prices such as diesel and
electricity.

Link to strategy: 25

Sales volume by region

Turkey, MENA China & South
and India East Asia
5% - 30%
6% 2018 13%

Western Europe
200 R
- 13%
- 16%

Central Europe

23%

North East Asia

2020 5%
[]

16%
17%

North America

-

36%
47%

2019 0%
1%

Ferrexpo believes it is important to have a diversified customer
base to be able to withstand periods of volatility in specific
regions. In 2020, the global COVID-19 pandemic resulted in a
temporary pivot in sales towards China, in line with increasing
relative demand from this market.

Link to strategy: 35
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Business Model

Ferrexpo’s purpose is to produce and market premium quality iron ore
pellets and concentrate, in a socially responsible and sustainable manner.
Ferrexpo has achieved this for a number of years through building
constructive relationships with stakeholders and driving consistent and
sustainable returns from its asset base in mining, processing and logistics.

CORE COMPETENCIES

1. Long life asset base

Tier one mining assets with over
40 years of production track record
and Ore Reserves for a further

+50 years of production.

2. Established mining,
processing and logistics
infrastructure

Reinvestment of profits over successive
years has developed Ferrexpo into the third
largest exporter of iron ore pellets globally.

3. Skilled workforce

Working safely, adapting to implement new
technology, to increase production in a
safe and sustainable manner.

4. Premium products

Consistent investment in assets providing
near-term growth in production volumes,
product quality and new product types.

5. Premium customers

Ferrexpo’s marketing team has developed
a network of established steel producers,
building resilient business relationships.

6. Prudent financial
management

Resilience, consistent profitability,
disciplined capital allocation, balance
sheet strength.

OUR COMMERCIAL AND OPERATING MODEL

LONG LIFE ASSET BASE

The Group has a mine life of over 50 years at its-two main
mines, with an additional mine (FBM) in development.

v

OPERATIONS & WORKFORCE

Experienced management team and well.invesied,
business, transforming raw:ore into high grade pellets.

PREMIUM PRODUCTS

Pellets are the highest qualityform of‘irorrare. thateal
be used in the steelmaking process: N

v

PREMIUM CUSTOMERS

Ferrexpo supplies its iron ore products to the world’s

best steelmakers to produce high quality steel types.|_...

PRUDENT FINANCIAL MANAGEI‘_’IiEN

Delivering strong profitability to ensure a balance of
investment for future growth and shareholder returns.
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UNDERPINNED BY OUR VALUES

(7))

o

2
Responsibility Make it happen Integrity Diversity within Continuous c‘g’
Safety first, Focused efforts to Delivering high ethical one team innovation g,
environmental deliver superior business  standards and delivering  vajuing difference Embracing change. o
responsibility, results, achieved on commitments. in opinions and Courage to improve and %
accountable to through an engaged Accountability. P36 backgrounds. Building accepting new thinking.
communities. P26 workforce. P38-39 collective strength. P38 PO8

STAKEHOLDER BENEFITS

|5mp|oyees114.M
Wages and salaries paid US$

(2019: US$109M)

90UBUIANO0Y) d)elodio)

Customers US$1 .7 BN

Revenue generated
(2019: US$1.5BN)

Suppliers 876M
Suppliers of goods and services US$

(2019: US$944M)

sjuswalels [eloueuly

Communities US$6M

Donations through Ferrexpo
Charity Fund
(2019: US$6M)

REINVESTMENT Environment US$17M
Reinvestment of over Money §pent to safeguard
US$2.75 billion since the environment

IPO to deliver further (2019: US$16M)
volume and quality
improvements for

stakeholders. GovemmentUS$100|\/|

Taxes and royalties paid
(2019: US$114M)

Investors US$1 95M
Shareholder returns

(2019: US$155M)

Capital providers 1 70M
Debt repayments and interest US$

(2019: US$263M)
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Financial Review

DELIVERING
GROWTH THROUGH
INVESTMENT

Through investment of over US$2.75 billion in
the Group’s production base since IPO, Ferrexpo
has been able to realise strong financial and
operational performance in 2020, as a result of
volume growth and quality enhancements.

Mine planning work for
Ferrexpo Yeristovo Mine,
July 2020.

- Aerial view of Ferrexpo Yeristovo
Mine;July 2020.

Underlying EBITDA margin (%)

50%

2020

—— ©® — 2019 39%

@ KPls P14

Underlying EBITDA* of

US$859V

2019: US$586 million
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Roman Palyvoda
Acting Chief Financial Officer

Summary

In 2020, Group revenue increased by
13% to US$1.7 billion and profit before
tax increased by 63% to US$748 million.
Strong cash flow generation provided a
platform for dividend payments during
the 2020 calendar year of US$195 million
and capital investment of US$206 million,
whilst the Group reduced its net debt
position by US$285 million, entering into
a net cash position of US$4 million.

Revenue

Group revenue increased by 13% to US$1.7
billion in 2020 (2019: US$1.5 billion),
principally driven by a 17% increase in total
sales volumes. Average received DAP/FOB
pellet prices fell by 4% during the year as

a result of a decrease in pellet premiums,
negating the impact of a 17% increase in
the average iron ore fines price (65% Fe) to
US$122 per tonne and a US$2 per tonne
decrease in benchmark freight rates.

Total pellet sales volumes for the period
increased to 11.9 million tonnes (2019: 10.3
million tonnes), increasing revenue by
US$219 million. Furthermore, the Group
sold 183,000 tonnes of high grade

concentrate during 2020, giving a combined
sales figure of 12.1 million tonnes. For
further information, please see the
Operational Review section on pages 22-25.

The Group continues to sell its pellets
using the high grade, 65% Fe, fines index,
reflecting the high grade nature of Ferrexpo
pellets.

Iron ore pellets are priced using a pellet
premium, which is paid in addition to the
benchmark fines price. The Atlantic Pellet
Premium and China Spot Pellet Premium
are two pellet premiums that are published
regularly by third party providers, and
further discussion around the movements
in these two indices during 2020 is
provided in the Market Review section
(pages 10 to 11). The global COVID-19
pandemic and a shift in pellet demand
resulted in elevated global shipments to
China in the middle of 2020. The situation
for pellet demand subsequently stabilised
in the second half of 2020 and pellet
demand began to normalise in Europe and
North East Asia.

The geographic diversity of Ferrexpo’s
customer base results in a variety of
reference periods being used in contract
pricing. The net effect of this timing is not
considered to have had a material influence
on the Group’s financial performance

in 2020.

Seaborne freight revenue arising from CFR
sales increased revenue by US$20 million
compared to 2019, reflecting the net effect
from a higher proportion of sales to Asia,
partially offset by lower freight rates.

Lastly, the revenues from the Group’s
barging and bunker operations, First-DDSG
Logistics Holding, decreased by US$8
million in 2020 compared with 2019 as a
result of reduced volumes shipped, lower
freight rates and bunker prices.

C1 cash cost of production?

The Group’s average C1 cash cost of
production® was US$41.5 per tonne in 2020
compared with US$47.8 per tonne in 2019.

The decrease in costs in 2020 was primarily
due to a fall in input prices, notably oil
prices, reduced electricity prices and a
weakening local currency against the US
Dollar. Oil prices (Brent) began the year

at US$67 per barrel before falling to a
multi-year low of $9 per barrel in April 2020
in part as a result of the global COVID-19
pandemic. Whilst prices recovered to
US$51 per barrel by the end of the year,
the average oil price for the year declined

Ferrexpo plc Annual Report & Accounts 2020

by 35%. Locally, reduced industrial activity
in Ukraine, which also related to the global
COVID-19 pandemic, resulted in electricity
costs falling by 9% in 2020. Local inflation
of 5% and a 14% depreciation of the
Ukrainian Hryvnia against the US Dollar
also contributed to the fall in C1 cash cost
seen in 2020. Over half of the Group’s
operating costs are in local currency and
are impacted by the Hryvnia exchange
rate and inflation. For further information,
please see Currency on page 20.

Lower electricity, gas and fuel costs
contributed US$4 to the total reduction of
the C1 cash cost per tonne in 2020 and the
remaining cost reduction was primarily
related to materials used in the production
of pellets. An improvement in consumption
rates for key consumables offset the
majority of commodity cost increases
during the year. Royalties increased in the
second half of 2020 by approximately US$1
per tonne due to a change in royalty tax
legislation in Ukraine.

The Group’s C1 cash cost represents the
cash costs of production of iron pellets
from own ore (to the mine gate), divided
by production volume from own ore,

and excludes non-cash costs such as
depreciation, pension costs and inventory
movements, as well as the costs of
purchased ore, concentrate and gravel.

The C1 cash cost of production® (US$

per tonne) is regarded as an Alternative
Performance Measure (“APM”). For further
information, please see pages 186 to 188.

Selling and distribution costs

Total selling and distribution costs were
US$309 million (2019: US$294 million),
reflecting an increase in sales to Asia,
which was partly offset by lower freight
rates. As a result, international freight
costs arising from CFR sales increased
by US$17 million compared to 2019.

General, administrative and
other expenses

General and administrative and other
expenses was US$62 million compared
with US$66 million in 2019, mainly due
to US$3 million decrease in audit and
professional fees.
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Financial Review
continued

Ferrexpo utilises sunflower husks iffits pelletiser
asiarsubstitute for'natiral.gas, increasing
consumption to 25%0f pelletiser energy.in 2020
(2019:°22%). Please see pages 22 to.23 for maore
information. ' 2

Currency

Ferrexpo prepares its accounts in US
Dollars. The functional currency of the
Group’s operations in Ukraine is the
Hryvnia, which has historically represented
approximately half of the Group’s
operating costs. In 2020, the Hryvnia
depreciated 19% from UAH23.686 per US
Dollar on 1 January 2020 to UAH28.275
per US Dollar as of 31 December 2020.
For further information, please see C1
Cash Cost of Production” on page 19.

Local balances as of 31 December 2020
are converted into the Group’s reporting
currency at the prevailing exchange rate.
The depreciation of the Hryvnia resulted in
a US$301 million decrease in net assets in
2020 (2019: increase of US$246 million), as
reflected in the translation reserve, net of
an associated tax effect.

Operating foreign exchange
gains/losses

Given that the functional currency of the
Ukrainian subsidiaries is the Hryvnia, a
depreciation of the Hryvnia against the US
Dollar results in foreign exchange gain on
the subsidiaries’ US Dollar denominated
receivable balances (from the sale of
pellets). The operating foreign exchange
gain in 2020 was US$61.0 million compared
to a loss of US$46.8 million in 2019.

Non-operating foreign exchange
gains/losses

Non-operating foreign exchange gains are
mainly due to the conversion of the Hryvnia
denominated intercompany payable
balances and the conversion of Euro

20

denominated loans (at the Group’s barging
facility) into the functional currency of the
respective Group’s subsidiary. In 2020, the
Group recorded a non-operating foreign
exchange gain of US$5.3 million (2019: loss
of US$18.5 million), which was driven by

a 19% depreciation of the Hryvnia during
the year against the US Dollar, as well as
changes in the Euro/US Dollar exchange
rate. For further information, please see
Note 9 Foreign Exchange Gains and Losses
to the Consolidated Financial Statements.

Underlying EBITDA*

Underlying EBITDA* in 2020 increased
46% to US$859 million compared
to US$586 million in 2019.

This increase in 2020 reflects a 17%
increase in the Group’s total sales volumes
to 12.1 million tonnes, which contributed
an additional US$100 million, in addition
to a US$6 per tonne decrease in C1 cash
costs, which contributed a further US$71
million. This was partially offset by a 4%
decrease in realised DAP/FOB pellet
prices, which reduced underlying EBITDA*
by US$41 million. Selling and distribution
and other costs reduced by US$35

million. The 2020 Underlying EBITDAA
includes a noncash operating forex gain
of US$61 million in 2020 (2019: non cash
operating forex loss of US$47 million).

Interest

Interest expense on loans and borrowings
declined 33% to US$22 million compared
to US$34 million in 2019 due to a lower
average outstanding debt balance. The
average cost of debt for the period ended
31 December 2020 was 5.2% (average

Table 4: UAH per US$
Ukrainian Hryvnia
vs. US Dollar Spot 16.03.21

27.643

Opening rate 01.01.20
23.686

Closing rate 31.12.20
28.275

Average 2020
26.958

Average 2019
25.846

Source: National Bank of
Ukraine.

31 December 2019: 7.0%). The decrease
of the cost of debt was driven by the
repayment of US$173 million 10.375%
Eurobonds in April 2019. Further details
on finance expense are disclosed in
Note 10 Net Finance Expense to the
Consolidated Financial Statements.

Tax

In 2020, the Group’s tax expense was
US$113 million (2019: US$56 million). The
effective tax rate for 2020 was 15.1% (2019:
12.2%). The increase of the effective tax
rate is driven by a higher proportion of
taxable profits in Ukraine.

In 2020, the Group paid income taxes of
US$57 million (2019: US$84 million), of
which US$54 million were paid in Ukraine
(2019: US$73 million). US$48 million of
income taxes related to 2020 are expected
to be paid in 2021, of which US$42 million
in Ukraine. Further details on taxation are
disclosed in Note 11 Taxation to the
Consolidated Financial Statements.

Profit for the period

Profit for the period increased 58% to
US$635 million compared with US$403
million in 2019, reflecting a 51% increase
in operating profit (including operating
foreign exchange effects) and US$12
million lower net financial expense and a
foreign exchange gain of US$66 million
compared to foreign exchange losses of
US$65 million in 2019 as well as higher
income tax expense of US$56 million.



Cash flows

Operating cash flow before working
capital increased 27% while the working
capital outflow in 2020 was US$26
million compared to an inflow of US$30
million in 2019. The increase in working
capital largely reflects an increase in
trade accounts receivable and other
receivables, such as prepayments.

As a result of the higher operating cash
flow, the net cash flow from operating
activities increased 45% to US$687 million
in 2020 (2019: US$473 million). Capital
investment was US$206 million, a decrease
of 17% compared to 2019 (US$244 million),
while dividends paid during the 2020
calendar year increased by 26% to US$195
million compared to US$155 million in 2019.

Capital investment?

Capital expenditure in 2020 was US$206
million compared to US$247 million in 2019.
Of this, US$103 million was sustaining and
modernisation capex (2019: US$102 million)
at FPM, FYM, FBM, First-DDSG and others.
Total investment in the Group’s
concentrator, including the concentrator
expansion project commissioned in 2H
2020, amounted to US$33 million in 2020
(2019: US$34 million), with these projects
expected to increase concentrate
production by 1.5 million tonnes per annum
in 2021. FPM also spent US$45 million on
its press filtration project during the year.
Ferrexpo also invested US$6 million (2019:
US$11 million) in the development and
exploration of the Belanovo, Galeschyno
and the Northern Deposits.

For further information regarding the
Group’s capital investment plans to expand
existing production above current levels,
please see the Operational Review section
(pages 22 to 25).

Dividends

A special interim dividend of 39.6 US
cents per share (2019: 3.3 US cents per
share) has been announced and will be
paid on 15 April 2021 to shareholders
on the register at the close of business
on 26 March 2021. The dividends paid in
respect of 2020 are now 72.6 US cents
(2019: 19.8 US cents), and this increase
reflects the Group’s continued strong
operational and financial performance,
transition to net cash position and
continued healthy iron ore prices. The
dividend will be paid in UK Pounds
Sterling with an election to receive

US Dollars. The Group’s Board will
consider, as appropriate, whether or not
to propose a final dividend in respect of

Ferrexpo plc Annual Report & Accounts 2020

Capital investment since IPO
US$M)

—_

135.3
103.0
. 2016 47.8
- 2015 65.3
86.3
104.7

2020, which if proposed will be put to the
Group’s AGM in May 2021. The total
available distributable reserves of the
Group are shown in Note 12 (Earnings Per
Share and Dividends Paid and Proposed).
Payment of further dividends during 2021
calendar year will require a waiver from
lenders, or full repayment of this facility.

Debt and debt maturity profile

Ferrexpo has a strong balance sheet,
low levels of gross debt and had a net
cash position as of 31 December 2020
(31 December 2019: net debt position
of US$281 million). At the end of the
comparative year ended 31 December
2019, the Group had a net debt to
underlying EBITDA* position of 0.48x.
The Group’s net cash position of US$4
million as of 31 December 2020 includes
a cash position of US$270 million

(81 December 2019: US$131 million).

Gross debt as of 31 December 2020 was
US$266 million compared with US$412
million as of 31 December 2019. The
Group’s gross debt relates to a Pre-Export
Finance (“PXF”) facility that was initially
drawn down in 2017. As of 31 December
2020, the total amount drawn was US$257

+US$2.7585N

Over US$2.75 billion invested since IPO

US$206V

Capital investment in Group’s assets in 2020

Capital investment since IPO
(By area)

® FPM: modernisation & quality upgrade
® FYM: new mine & infrastructure
Logistics & Other

million and US$10 million is available for
future drawdown if required by the Group.
Amortisation of this facility commenced
in 1Q 2020 and it will amortise over a
total of 12 quarters until 4Q 2022.

The credit ratings agency Moody’s has

a long term corporate and debt rating

for Ferrexpo of B2, with a negative
outlook. Furthermore, during 2020, the
credit ratings agency Standard & Poor’s
downgraded Ferrexpo’s long term foreign
issuer credit rating by one notch to B-,
with a negative outlook. The credit ratings
agency Fitch maintains a BB- rating on
the Group, with a stable outlook. The
credit ratings ascribed by both Fitch and
Moody’s are capped at a maximum level
above Ukraine’s Sovereign rating (one
notch above sovereign for Moody’s and
two notches above sovereign for Fitch).

Related party transactions

The Group enters into arm’s length
transactions with entities under

the common control of Kostyantin
Zhevago and his associates. For
further information, please see Note
34 Related Party Disclosures to the
Consolidated Financial Statements.
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Operational Review

During the course of 2020, Ferrexpo’s
operations in Ukraine produced 11.2 million
tonnes of iron ore pellets, a 7% increase
on the previous year, and representing a
record for production of high grade pellets
since the Group’s IPO. This improvement in
production was delivered through a multi-
year investment programme throughout
the Group’s production process.

Mineral Resources and Ore
Reserves

Geological work completed during the
year focused on in-pit drilling and led to
a 12% increase in the Group’s JORC-
compliant Mineral Resources at FPM and
FYM combined, and a 3% increase in the
Group’s total Ore Reserves, with these
estimates shown in the table opposite. At
current processing rates, the Group has
sufficient Ore Reserves for over 50 years
of further production. The resource update
process in 2020 also identified 6.3 billion
tonnes of additional material at depth
below the Group’s existing mines with
exploration potential for exploitation via
underground means. This mineralisation
sits outside of the Group’s JORC
compliant Mineral Resource estimate.

Mining review

Mining activities at the Poltava mine
saw ore mined volumes maintained at
17 million tonnes for the second year
running, with waste stripping volumes
reduced by 7% as operations focused
on mining at depth in the main pit, with
additional pushbacks planned for 2021.

At the Yeristovo mine, total mining volumes
increased by 11% to 44 million tonnes

as this relatively new mine continues

to develop over time. The increase in
mining activity resulted in a greater

supply of high grade ore from Yeristovo
mine to the main processing plant.

The Belanovo mine is Ferrexpo’s newest
development project, with a focus on
pre-stripping activities in 2020 and

general preparatory work with existing
infrastructure and land acquisition. The
long-term development of the Belanovo
mine is a key investment in the Group’s
planned increase towards its strategic goal
of doubling existing production levels.

Processing review

Processing activities in the beneficiation
plant increased by 4% to 30 million tonnes
in 2020, following the implementation

of new processing capacity in the

second half of 2020 (for more detail,

22

Operations

(000t unless otherwise stated) 2020 2019 % change
Iron Ore Production
Iron ore mined 29,842 28,195 +6%
Strip ratio (waste:ore) 3.2 3.4 -6%
Iron ore processed 29,723 28,475 +4%
Concentrate produced 14,007 13,228 +6%
Pellets produced 11,218 10,519 +7%
Of which 67% Fe pellets (“DR pellets”) 339 - -
Of which 65% Fe pellets (“Premium Pellets”) 10,780 10,116 +7%
Of which 62% Fe pellets (“Basic Pellets”) 98 403 -76%
Iron Ore Sales
Pellets sold 11,878 10,312 +15%
Concentrate sold 183 - -
Total iron ore products sold 12,062 10,312 +17%

see the Future Growth Investment Plan
Programme section on pages 24 to 25).
Expectations for processing in 2021 are
for a further increase as operations realise
a full year at the plant’s newly expanded
processing capacity. The Group is also
progressing construction of its concentrate
stockyard, press filtration and medium-
and fine-crushing projects, which are
collectively expected to provide additional
operational flexibility in processing.

Maintenance is key to a successful
operation and further work was completed
in 2020 to ensure consistent and high
quality production. Work in this area
focused on embedding world class
maintenance planning processes and the
adoption of a management system for
preventative maintenance. An example of
the progress being made in maintenance
can be seen in the change in culture

and consistent increase in pelletiser
availability rates in 2017-2019, increasing
to 88% in 2020, up from 84% in 2017.

In 2020, the Group increased production

of high grade (65% Fe or above) iron ore
pellets to 99% of total output (2019: 96%).
Further to this increase, the Group has also
commenced production of direct reduction
(“DR”) pellets, which are higher grade (67%
Fe) and lower impurity than alternative forms
of iron ore pellets. DR pellets are expected
to represent the future of global steel
production, as steelmakers transition to
the production of carbon-free Green Steel,
with DR pellets the primary source of virgin
iron utilised in this process. The Group
continues to develop its offering of DR
pellets, production of which is possible
through the Group’s existing production
facilities, with two trial cargoes in 2020, and
a further four trial cargoes planned for 2021.

CRU breakdown pellet cost curve to China

(US$ per tonne)
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Definition: Business costs are the sum of realisation costs and site costs. Realisation costs include the cost of getting the
material to market, the marketing of the material and the financing cost of selling the material. The power of business costs
is that by adjusting all product qualities relative to the same benchmark (62% Fe fines product delivered to North China), it
allows all mines to be compared on a cost curve on a like-for-like basis. This also means that by subtracting the benchmark
price from the business costs for a mine an estimate of cash flow from that operation is obtained. Source: CRU Group



Chief Geologist Alexander Belous
hosting virtual site visit, August 2020.

The Group continues to utilise sunflower
husks as a biofuel in its pelletiser, as

a substitute for natural gas. Sunflower
husks are an abundant by-product of
the sunflower industry in Ukraine, which
was the world’s largest producer in the
2019-2020 crop year'. This project has
been in place since 2015, and usage has
steadily increased as the Group optimises
the usage of husks in its pelletisers. In
2020, the Group successfully increased
usage to 25% of the total energy
consumed in the pelletiser (2019: 22%).

C1 cash costs” review

As shown in the graph opposite, Ferrexpo
continues to operate in the lowest quartile
for pellet exporters globally, as assessed
by CRU. The Group’s C1 cash cost” of
production was US$41.5 per tonne in 2020;
for more details on the key drivers behind

CASE STUDY

UTILISING TECHNOLOGY
TO ADAPT TO A PANDEMIC

In light of travel restrictions imposed as a
result of the global COVID-19 pandemic,
in August 2020 Ferrexpo conducted

a virtual site visit to host third party
consultants Bara Consulting Ltd (“Bara”),
to conclude the planned update to the
Group’s Mineral Resources and Ore
Reserves under the JORC Code.

+12%

12% increase in Mineral Resources for
FPM and FYM combined in 2020.

the Group’s C1 cash costs?, please see
Financial Review section, pages 18 to 21.

Logistics review

The Group’s sales of 12.1 million tonnes
in 2020 is a record for Ferrexpo since
IPO in 2007, representing a significant
achievement for all those involved. Of
particular note was the loading of 47
capesize vessels in 2020, a 68% increase
on the prior year, and this reflects the
flexibility Ferrexpo has in its logistics
chain to meet changing global demand.

Outlook for 2021

The Group expects to deliver a further
increase in production from the level
seen in 2020. Pellet production is likely
to be higher in the second half of 2021
as pelletiser upgrade work is planned

Ore Reserves and Mineral Resources

Ferrexpo plc Annual Report & Accounts 2020

In the first site visit of its kind for
Ferrexpo, the Group’s site teams hosted
Bara’s engineers and geologists using
live stream video cameras on the crest
of each mining operation and drone
footage to assess the status of each
mine, with simultaneous presentation
of mine design software and discussion
with Ferrexpo’s specialists. This visit
was an integral part of the Group’s
resource and reserve update, which

is dated as of June 2020, and
completion of which would not have
been possible without the use of
modern technology to show Bara’s
specialists around our operations.

for the first half of the year, which will
deliver approximately 0.5-1.0 million
tonnes per annum of additional full year
pelletiser capacity in the second half of
2021. The Group also expects to market
additional concentrate for sale during 2021
as a result of investments completed in
expanding processing capacity in 2020.

The Group’s ongoing growth projects
are shown on pages 24 to 25, which
represent the near term investment
being made to grow production

and increase product quality.
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Proven Probable Total
Fe Fe Fe Fe Fe Fe
total magnetic total magnetic total magnetic
Ore Reserves Mt % % Mt % % Mt % %
Gorishne-Plavninske-Lavrykivske (“GPL”) 313 33 26 841 31 23 1,154 32 24
Yerystivske 234 30 25 290 33 26 524 32 26
Total 547 32 26 1,131 33 24 1,678 32 24
Measured Indicated Inferred Total
Fe Fe Fe Fe Fe Fe Fe Fe
total ~magnetic total magnetic total magnetic total magnetic
Mineral Resources Mt % % Mt % % Mt % % Mt % %
Gorishne-Plavninske-
Lavrykivske (“GPL”) 479 35 29 1,639 30 22 744 32 24 2,862 31 23
Yerystivske 283 35 29 571 34 27 382 33 27 1,255 34 27
Bilanivske 336 31 24 1,149 31 23 217 30 21 1,702 31 23
Galeschynske - - - 268 55 - 58 55 - 326 55 -
Total 1,098 33 26 3,627 33 21 1,401 33 23 6,126 33 23

The Group’s JORC-compliant Ore Reserves and Mineral Resources shown above are based on an independent review completed by
Bara Consulting, and are dated as of 1 June 2020.

" Source: www.statista.com/
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Operational Review
continued

FUTURE GROWTH
INVESTMENT
PROGRAMME

() CONCENTRATOR

b o TR

L »
-
-
-
.

TROLLEY ASSIST b3

MINING FLEET
(HAUL TRUCKS)

-
CONCENTRATE ’ -
AUTOMATION STOCKYARD EE -

A

FERREXPO
BELANOVO MINE EE

Location: Belanovo Mine

Location: Yeristovo Mine Location: Poltava Mine Location: Concentrator

Status/timeline:
Commissioning 1H 2021

Status/timeline:
Scoping study

Status/timeline: Successful
deployment December 2020

Status/timeline: Pre-stripping
works commenced

Capital outstanding:
US$2M for Phase 1

Capital outstanding: N/A
(subject to OEM selection)

Capital investment in 2020:
US$6M

Operational benefit: FBM,
located 4km north of the
Yeristovo Mine, has a
significant Mineral Resource of
1.7 billion tonnes of magnetite
ore. Ore production from FBM
is a prerequisite to the Group
achieving its long term goal of
increasing pellet production
above 20 million tonnes per
annum.

Capital outstanding:
Us$3m

Operational benefit:
Increases operational flexibility
to operate the Group’s
concentrator and pelletiser
independently of each other
during periods of plant
maintenance. Enables phases
of excess concentrate
production if desired.

Operational benefit: Phase 1
deployment of autonomous
trucks commenced in
December 2020, with an
expectation to deploy
additional autonomous
CAT793 haul trucks to
production areas throughout
2021 (Phase 1), delivering
gains in both safety and
productivity.

Operational benefit: Scoping
studies are under way to install
a pantograph network of
overhead cables in the Group’s
mines, which would enable
haul trucks to ascend the open
pit using electricity rather than
diesel. Benefits expected in C1
cost base and Scope 1 carbon
footprint.
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Ferrexpo aims to grow its production base through
continual investment in the various sections of its
production process, for both volume growth and
quality enhancements. The completion of the Group’s
concentrator expansion in 2020 represents one phase
of growth to fully realise the Group’s pelletiser
capacity of 12 million tonnes per annum, and the
following showcases examples from the next phase
of growth.

SOLAR POWER
(PILOT PLANT)

PELLETISER n

n
SECTION 9
EXPANSION EE UPGRADES

Location: Concentrator

wo e EIEE

CRUSHING 2

Location: Pelletiser Location: Concentrator

Location: Concentrator

Status/timeline:
Procurement/2H 2021

Capital outstanding: US$4M

Status/timeline:
1H 2021 (all four lines)

Capital outstanding: US$10M

Status/timeline:
Commissioned 2H 2020 Status/timeline:

Capital outstanding: Construction/Q4 2021

N/A (operational optimisation) Capital outstanding: US$8M Operational benefit: Work to Operational benefit: First
Operational benefit: Operational benefit: Second reconfigure initial heating stage in investigating potential
Provides additional 6MTPA phase of upgrades to plant stage within the pelletiser and for industrial-scale generation
of raw ore processing crushing capacity, adding 800 improved heat recirculation, of solar power at Ferrexpo'’s
capacity, resulting in 1.5-2.0 tonnes per hour of raw ore which will result in enhanced operations, commencing with
million tonnes per annum of capacity over two additional pellet quality through reduced a 5MW pilot plant. Electricity
additional high grade crushing lines. Subset of next fragmentation of pellets, as consumption accounted for
concentrate capacity for phase of expansion beyond 12 well as increases to the 55% of the Group’s Scope 1

and 2 carbon emissions in
2020, with solar power offering
significant potential for cutting
the Group’s carbon footprint.

pelletising. million tonnes per annum. productivity of the pelletiser
and improved natural gas

consumption rates.
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HSEC Committee Chair’s
Review

PROGRESS IN
RESPONSIBLE
BUSINESS

In 2020, the CSR committee was reformed into
the HSEC committee with an increased focus
on all aspects of safety and climate change.
As Chair of this new committee, our goal is to
deliver sustainable improvements throughout the
organisation. Furthermore, the global pandemic has
also highlighted the need for companies to take a
proactive role in the wellbeing of workforces, with
this work coordinated via the HSEC Committee.

22% A number of Ferrexpo’s

H customers, including those
reductlon in Germany and Japan, use iron
ore pellets to produce high end

LTIFR for 2020 of 0.79, 22% below
Group’s five-year trailing average,
and below the Group’s peers.

MSCI ESG Rating, placing
Ferrexpo in top 40" percentile

of steel companies assessed by
MSCI, which was upgraded by one
notch to BBB in December 20202,

1 2 months

LTI free at barging subsidiary
First-DDSG, reduction in LTIFR at
this entity from 5 year trailing
average of 3.06 to zero.

1 6%reduction

in Ferrexpo’s CO,e footprint per
tonne in 2020, comprising of an

steels for wind turbines and
solar wind farms, with as much
as 85% of a wind turbine being
made from steel'.

L |

FionaiMacAulay, *
Chally HSEG Committee

8% reduction in Scope 1 CO,e M S C I

emissions and a 21% reduction Al\l“ Responsime” S >
in Scope 2 CO,e emissions ESG RATINGS D Steg| [snrss "“‘-’ o
(both per tonne of production). TINERETE to: WEETRYTT certication

' World Steel Association.
2 For further information on MSCI ESG Ratings please
26 see www.ferrexpo.com/disclaimer




Safety

Safety remains central to the success

of our operations, and we continue to
operate with a lost time injury frequency
rate below that of the major iron ore
producers in Australia. However, it is with
deep regret that we report a fatality at our
operations in 2020, whereby a maintenance
contractor was injured during routine
maintenance on heavy equipment in our
beneficiation plant. As with any safety
event, we endeavour to investigate, learn
and improve our practices to ensure this
type of accident cannot happen again, with
details of the key learning points described
in the Safety section on page 28. Across
the Ferrexpo Group, we recorded a LTIFR
of 0.79 in 2020, which represents a level
22% below our five-year trailing average
for safety performance, and which we

see as an indication of a culture of safety
being embedded throughout the Group.

One area of safety improvement that
we are particularly pleased to report on
is with our barging subsidiary, DDSG,
which has implemented a number of
safety initiatives at its operations and
operated injury-free for the entirety

of 2020. For more information, please
see the Responsible Business — Health
and Safety section, pages 28 to 29.

Carbon footprint

The world is on a pathway to a carbon-
free future, with many countries making
pledges to be carbon neutral by 2050,
and the global steel industry is no
exception to this trend. As part of the
network of suppliers that feeds the steel
industry, we at Ferrexpo acknowledge
the importance of climate change and
remaining relevant as economies transition
to a carbon neutral future. Longer

term, we are developing our DR pellet
offering, which are pellets that can be
used in the production of Green Steel.

In the more immediate future, we are
striving to reduce our carbon footprint

on a per tonne basis, with a 16% reduction
realised in 2020 alone. This excellent result
has been achieved through improving
productivities in our operations (Scope 1)
and commencing a project to source low-
to zero-carbon forms of electricity (Scope
2). We are also continuing to use sunflower
husks in our pelletisers, and successfully
increased consumption of this biofuel to
25% of the pelletiser’s total energy in 2020

Ferrexpo Square, Horishni Plavni,
July 2020.

Ferrexpo plc Annual Report & Accounts 2020

(2019: 22%). We are reviewing further
increases to our biofuel consumption,
having steadily increased this figure

since this project’s inception in 2015.

Our next major project is the development
of a 5SMW solar farm at our operations,

to trial the effectiveness of solar power

in our geographic location. Should

this trial be successful, we will look to
significantly expand this particular project.

Workforce wellbeing

In other areas, we continue to invest in
our workforce, with over 6,500 individuals
trained in 2020, despite restrictive
measures associated with the global
pandemic. In such uncertain times, it

is important that we also look after the
wellbeing of our workforce, and have
offered a range of initiatives, including
dedicated mental health support sessions
and training in financial planning, as
measures to help those who may be
struggling through the pressures of
working during the pandemic.

ESG ratings upgrade

As a consequence of our efforts to bring
our Responsible Business efforts and
reporting in line with industry best practice,
we can also report that Ferrexpo’s ESG
rating provided by MSCI was upgraded
one notch to BBB in December 20202.

This puts Ferrexpo into the top 40%

of companies covered by MSCI in the

steel sector, and we are extremely proud

of this recognition for our efforts.

In February 2021, we also joined the
ResponsibleSteel initiative, which is a
certification initiative designed to maximise
steel’s contribution to a sustainable society.

In conclusion, we have seen an
unprecedented year in 2020 with the
global pandemic. However, with the
HSEC Committee and our various local
community support projects, | am
confident that Ferrexpo is well placed to
provide vital support to our workforce,
environment and communities during
these difficult times, aiming to make
Ferrexpo a good corporate citizen for
all stakeholders, whilst also addressing
climate change as a key priority.

Fiona MacAulay
Chair, HSEC Committee
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Responsible Business

HEALTH AND SAFETY

Creating a safe working environment is paramount to a
successful modern mining business and an engaged
workforce. Ferrexpo uses a number of leading indicators
to help measure progress in implementing safety initiatives,
as well as lagging indicators to measure the effectiveness

of these efforts.

Safety performance

It is with regret that the Company reports
a fatality amongst its workforce in 2020.
In August, a maintenance contractor
working in the crushing plant was struck
when using equipment to lift a cone
crusher from its protective housing
during regular maintenance. Whilst this
individual was wearing the required PPE
for this task, the exclusion zone applied
around the heavy equipment as it was
extracted was not sufficient in size.
Ferrexpo endeavours to support any
family affected by such a tragic accident
and measures are taken to address the
specific risks raised by any such incident
where an injury occurs. Corrective actions
taken in respect of this incident include
efforts to strengthen the quality controls
in place for inspecting equipment prior
to lifting activities, and to extend the
relevant hazard zones applied when this
type of maintenance is conducted.

Ferrexpo’s LTIFR was 0.79 in 2020

(2019: 0.58), which represents a second
successive year where our overall safety
performance was recorded at a level
significantly below the Group’s five-year
trailing average LTIFR of 1.01. This result is
also significantly ahead of the major iron ore
producers in the Pilbara region of Western
Australia, which averaged an LTIFR of 1.60
in the most recently published information’.
Furthermore, a review of the leading and
lagging safety indicators that the Group
uses to assess its full safety performance is
presented below and in the table opposite.

Looking beyond lost time injuries, which
are the traditional indicator of safety
performance, leading indicators, such

as safety inductions and training hours
are important tools for assessing the
prospect of safety incidents before they
occur. These factors, such as safety
inductions, were generally affected by
measures implemented in response to the
global COVID-19 pandemic, with reduced
recruitment and an increase in those
working remotely. Despite this however,
safety inspections were maintained at

broadly the same level in 2020. The number

of near miss events, significant incidents
and road traffic incidents fell in 2020,
reflecting the increase in remote working
during the global COVID-19 pandemic.
A study of Significant Incident Reports
(“SIRs”) in 2020 indicated that working
at heights and road traffic incidents
ought to be priority focus areas for our
safety initiatives in 2021, but the number
of incidents involving the delivery of
cargo have decreased significantly in
2020 (50% reduction in 2020 to four
working at height related SIRs).

Effective occupational health and safety
management systems are an important
tool in establishing a safe working culture,
with Ferrexpo successfully gaining ISO
accreditation (ISO 45001) at FPM in
December 2020.

Workforce wellbeing

The global pandemic in 2020 drastically
changed the working environment, with
Ferrexpo’s operations implementing social
distancing, staggered shifts and rotating
team working patterns, all to reduce the
risk of transmission of COVID-19.
Ferrexpo’s operations are, however,
sociable places to work, with many groups
meeting outside of work for formal and

' Latest available period: 12 months to June 2020. http://www.dmp.wa.gov.au/Documents/Safety/MSH_Stats_

Reports_SafetyPerfWA_2019-20.pdf
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First-DDSG crewman
wearing season specific
PPE, December 2020.

informal gatherings for sport, hobbies and
other activities. In the summer of 2020,
Ferrexpo began an offering of remote
counselling sessions to support the
Group’s workforce throughout the
pandemic. This support was not limited to
counselling, but also personal financial
planning, as family’s incomes were often
negatively affected with family members
facing uncertainty around their employment
outside of Ferrexpo. The Group considers
that these initiatives are critical for Ferrexpo
to retain its talented workforce and maintain
a level of stability that would otherwise have
been missing during the pandemic, and the
Group has approved additional funding to
continue these efforts into 2021.


http://www.dmp.wa.gov.au/Documents/Safety/MSH_Stats_Reports_SafetyPerfWA_2019-20.pdf
http://www.dmp.wa.gov.au/Documents/Safety/MSH_Stats_Reports_SafetyPerfWA_2019-20.pdf
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Ferrexpo’s barging subsidiary on the (1) Additional training requirements for
River Danube - First-DDSG - helps safety qualifications.

transport pellets to its customers in
Central Europe. It is the Group’s
third largest entity in terms of hours
worked, but historically has

(2) Adoption of season-specific personal
protective equipment (“PPE”),
ensuring First-DDSG’s workforce

operated with the highest LTIFR have the correct PPE for the

within the Group. Recent actions conditions faced.

taken to address this issue have (3) Inclusion of safety related clauses in
had significant results, however, contracts of employment, providing
with barging operations operating for both bonuses and penalties.
LTI-free for the entirety of 2020. (4) Mentoring scheme for senior officers

and cadet interns, to ensure safe

Efforts in safety to achieve this . :
working practices are passed on.

great result have focused on the
following:

DDSG LTIFR (5 year progression)

3.70

4.32

1.83

0.91

\ 2020 g
@ KPIs P14

First-DDSG barge carrying Ferrexpo pellets along
the Danube River.

Health and Safety Performance Statistics
Change

Lagging indicators

Fatalities

Lost time injuries

LTIFR

TRIFR

Near miss events 26
Significant incidents 30
Road traffic incidents 35
Lost work days 1,336

Leading indicators

HSE inspections 3,349
HSE meetings 1,347
HSE inductions 10,147
Training hours 36,167
Hazard reports 37
Management high visibility hours 231
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Responsible Business

continued

ENVIRONMENTAL
STEWARDSHIP

Ferrexpo’s operations cover over 5,000 hectares and are closely linked to
the environment through the air, water, land use and biodiversity around
the Group’s operations. This section focuses primarily on greenhouse gas
emissions reporting and climate change, but additional environment-related
disclosures and commentaries are available in the Company’s Responsible
Business Reports (“RBR”), which are available on the Company’s website.

Greenhouse gas emissions

During 2020, Ferrexpo’s management
increased its efforts to reduce the
Group’s carbon footprint', and in doing
so delivering an 8% reduction in the
Group’s Scope 1 CO,e emissions
footprint per tonne and a 21% reduction
in Scope 2 CO,e footprint per tonne, as
shown in the table opposite. Ferrexpo’s
Scope 1 CO,e emissions, which relate
to the Group’s controlled operations, are
primarily driven by diesel consumption
in the mining fleet and natural gas
consumption in the pelletiser. Ferrexpo
has a competitive advantage over its
pellet producing peers in that Ferrexpo
uses natural gas for pelletisation,
whereas the Group’s peers commonly
use more carbon-intensive sources of
energy, such as coal and heavy fuel oil.

Ferrexpo’s improved Scope 1 CO,e
performance relates to a number of
productivity gains throughout the business,
including a 5% reduction in diesel volumes
used in the Group’s mining activities,
despite a 1% increase in the total tonnage
mined. Furthermore, Scope 1 emissions
were reduced through an increase in
sunflower husk usage, which represented
25% of the input energy in the pelletiser,

an increase from 22% in 2019, which acts
as a substitute for natural gas. Ukraine was
the largest producer of sunflower oil in the
world in the 2019-2020 crop season?, and,
therefore, the Group is well placed to take
advantage of this by-product as a biofuel in
its processing operations.

The greatest area of improvement in
the Group’s carbon footprint however has

been in its Scope 2 CO,e emissions, which
have benefitted from the Group now being
able to selectively buy low- to zero-carbon
forms of electricity in Ukraine thanks to
recent deregulation of the local electricity
market. Through these purchases, which
began in July 2020, the Group has
managed to purchase up to 49% of its
electricity from either hydroelectric or
nuclear power sources in any given month,
and in doing so has reduced the full year
Scope 2 CO,e carbon footprint per tonne
by 21%. This proportion of greener
electricity purchases is expected to grow
as Ukraine’s electricity market matures
over time.

With a full year ahead of greener electricity
purchases, as well as productivity
improvements and efficiency savings
across the Group’s operations, the Group
is confident of delivering a similar level of
improvement in 2021.

Ferrexpo is also committed to its role

in the low carbon future of the global
economy, and is investigating low carbon
solutions throughout its business. Projects
to achieve these goals include near-term
projects, such as continued purchasing
of greener forms of electricity and the
proposed installation of a pantograph
network in the Group’s mines (see pages
24 to 25), through to longer-term projects
such as the development of solar power
at the Group’s mines and trials of using
green hydrogen in the Group’s pelletisers.
To further help deliver the Group’s carbon
targets, future large scale investment
decisions at Ferrexpo’s operations

will now include a carbon price in the

' Note Ferrexpo’s reported on the basis of carbon-equivalent emissions, and include the impact of other greenhouse

gases (CH, and N,0).
2 Source: https:/www.statista.com/
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Hydroelectric dam near the local city

of Kremenchuk, located 35km from
the Group’s operations.

CASE STUDY || |

Autumn view of River
Dnieper, located adjacent
to Ferrexpo’s operations.

GHG emissions and energy consumption

CO,e emissions (tonnes)
— Scope 1 (direct, tonnes)
— Scope 2 (indirect, tonnes)

Pellets produced (tonnes, 000s)
Intensity ratio (kg per tonne pellets)
— of which Scope 1

- of which Scope 2

Emissions from biofuels (tonnes)

Energy consumption (kWh)

Ferrexpo plc Annual Report & Accounts 2020

2020 2019 % Change

1,262,614 1,404,878 -10%
565,552 579,415 2%
697,062 825,462 -16%

11,218 10,519 +7%
113 134 -16%
50 55 -8%

62 78 -21%

125,360 104,313 +20%

5,203,263,593 5,036,590,365 +3%

Note table above shows carbon-equivalent emissions, with the following gases included in calculations: CO,, CH, and
N,O. During 2020, the Group consulted with external consultants regarding its carbon footprint in 2020 and as a result
the Group has updated the carbon emissions factor from emissions factors estimated by the EBRD in 2010 to the
latest factors published by the IEA (published September 2020). Scope 2 emissions are therefore restated for 2019.
Ferrexpo uses coefficients provided by the Greenhouse Gas Protocol to calculate its emissions.

WHAT IS GREEN
STEEL AND WHY
IS IT RELEVANT?

A huge shift is under way in the steel
industry, with steel producers under
significant pressure to reduce their
carbon footprint and produce steel
without any carbon emissions (known
as Green Steel). Whilst Ferrexpo’s
pellets are not directly related to the
emissions of steelmakers, Ferrexpo’s
pellets contribute to a steelmaker’s
Scope 3 emissions, and the Group
understands the need for its pellets

to have a reduced carbon footprint.
This movement presents a significant
opportunity for both Ferrexpo and iron
ore pellets in general, as the process to
produce steel without carbon emissions
is through the path of Direct Reduced

Iron (“DRI”), whereby high quality DR
pellets are processed using carbon-free
electricity to create high end steels.
Since this process requires iron ore
pellets, rather than the more common
sinter fines, the Group expects demand
for DR pellets to grow significantly in the
medium term. The Company began trial
shipments of DR pellets in 2020 and
additional trial shipments are planned
for 2021.

Further to the Group’s move towards
Scope 3 emissions reporting and DR
pellet production, Ferrexpo has also
joined the ResponsibleSteel initiative,
which aims to maximise steel’s
contribution to a sustainable society.
ResponsibleSteel provides a platform
for a multi-stakeholder approach

to sustainability, to establish an
independent certification standard
and programme for steel production.
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Responsible Business
ENVIRONMENTAL STEWARDSHIP
continued

associated financial modelling. The

first such example will be in assessing
the long term replacement options for
the Group’s mining fleet, modelling for
which is being considered in 2021 and
will include a carbon price of US$17 per
tonne, which reflects the five year trailing
average price of carbon in the EU.

The Group has also now become a

full member of the ResponsibleSteel
initiative, which is the steel industry’s
first global multi-stakeholder standard
and certification initiative, which aims
to maximise steel’s contribution to a
sustainable society. This initiative aims
to develop a certification standard

for participants throughout the steel
supply chain. Ferrexpo has now begun
consultations regarding independent
certification of its carbon emissions
reporting and reduction targets.

=

Further reading

Further information
regarding climate change
scenario planning is
available in the Company’s
latest Responsible Business
Report (www.ferrexpo.com).
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Dragon boats used for racing- " "
on Dnieper River, Horishni Plavniz"

In addition, the Group successfully
implemented a number of ISO
certificates at its operations in Ukraine
in 2020. The accreditation of Ferrexpo’s
energy management system at FPM
(ISO 50001:2018) was achieved in
December 2020, along with the Group’s
continuing certificate for its environmental
management system (ISO 14001:2015).
Finally, the Group’s barging subsidiary
First-DDSG completed its certification
process for its quality management
system (ISO 9001:2015) in January 2020.

Scope 3 emissions

As well as reducing the Company’s
footprint per tonne in terms of its Scope

1 and Scope 2 CO,e emissions, the
Company is also committed to increasing
its disclosures around its Scope 3
emissions, which relate to the upstream
and downstream activities beyond the
production of iron ore pellets. In 2019,
Ferrexpo started reporting its Scope 3
emissions in relation to the conversion of
iron ore pellets to steel by steelmakers, on
the basis that this represents the majority
of Ferrexpo’s Scope 3 emissions. This
year, Ferrexpo is proud to report that it
has worked with external consultants

to establish a calculation for Scope

3 emissions that includes a range of
upstream and downstream activities, such
as employee commuting, tyre usage and
third party distribution of pellets via rail
and oceangoing freight. On this basis,

the Group’s Scope 3 emissions in 2020
were 12.1 million tonnes of CO,, or 1,082
kilogrammes of CO, per tonne of product
produced (2019: 1,020 kg/t, using updated
Scope 3 calculation). The conversion

of the Group’s iron ore products into

steel accounted for 94% of the Group’s
Scope 3 emissions in 2020 (2019: 92%).

Energy consumption

Ferrexpo’s energy consumption in

2020 was 5,203,263,593kWh (2019:
5,036,590,365kWh), representing the
equivalent of 464kWh per tonne of pellets
produced (2019: 479kWh per tonne).
Energy consumption data is presented
here in kilowatt-hours on the basis of new
regulatory requirements for London-listed
entities. For continuity with last year’s
energy reporting, the Group confirms its
energy consumption was the equivalent
of 18.7PJ in 2020 (2019: 18.1PJ).

Task Force on Climate-Related
Financial Disclosures (“TCFD”)

The following sections of this report are
aimed at addressing the various
requirements for reporting under TCFD.

— Board oversight of climate change risks
and opportunities: pages 30 to 33 and
Principal Risks section 48 to 60.

— Management’s role in assessing climate
change related risks and opportunities:
pages 30 to 33 and Principal Risks
section 48 to 60.

Organisational processes to identify,
assess and manage climate change
related risk: pages 30 to 33 and
2019 Responsible Business Report
(www.ferrexpo.com/responsibility).

— TCFD-specific metrics and targets:
pages 30 to 33.

Climate change: risks and
opportunities

Climate change presents a number of risks
and opportunities for Ferrexpo and its
operations in Ukraine and logistics business
beyond Ukraine. These are presented in
detail in the Company’s latest Responsible
Business Report (available at www.ferrexpo.
com), which was released in August 2020,
with the main factors summarised as follows:

Climate change related risk (policy)

— carbon pricing. Ukraine currently
operates a carbon tax of UAH15 per
tonne CO,, escalating by UAHS5 per year
until 2024. This is significantly below the
CO, price per tonne for companies
operating under the EU’s Emissions
Trading System. The Company is
looking to address this risk by reducing
its carbon footprint — please see pages
30-33.


http://www.ferrexpo.com/responsibility
http://www.ferrexpo.com
http://www.ferrexpo.com

— Climate change related risk (technology)
— many of the world’s steelmakers are
currently focused on reducing their
Scope 1 and 2 carbon footprints,
including a number of Ferrexpo’s
customers, with steelmakers targeting
a switch to Green Steel as a result.
Ferrexpo is likely to have to switch
production of its pellets to direct
reduction pellets over blast furnace
pellets in the long term to satisfy this
change in demand, and the Group is
currently in the process of forging
customer relationships with DR pellet
customers to further future proof the
business - see pages 26-27, 30-33
and 40-43 for more information.

— Climate change related opportunity
(technology/customer behaviour) —
iron ore pellets represent a product that
steelmakers can utilise to lower their
carbon footprint by up to 40% for every
tonne of pellets used instead of the
more commonly used sinter fines'. This
presents an opportunity for the business
as steelmakers look to increase pellet
usage in blast furnaces, particularly in
China, where pellet usage is currently
only 10-15%' of the burden mix in blast
furnaces. For more information on the
opportunities around increasing pellet
usage, please see Market Overview,
pages 10 to 11.

A more extensive listing of the climate
change related risks and opportunities
facing the business is provided on pages
61-64 of the Company’s 2019 Responsible
Business Report (available at www.
ferrexpo.com). Further details on the
Principal Risks facing the Group are also
provided on pages 48 to 60.

Climate change:
scenario modelling

Ferrexpo has considered two climate
change scenarios in its review of the future
impact of climate change on its business:

— A 2°C scenario, as envisaged by the
Paris Agreement, with an associated
increase in government regulation
compared to today.

— A +3°C scenario, whereby governments
do not address climate change, and the
business faces increased physical
effects as a result of climate change.

Details of these two scenarios are provided
in the table above.

' Source: CRU.
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Climate Change: Scenario Modelling and Impacts

Characteristics

Impacts

Increased
government
regulation to curb
the potential
impacts of climate
change in the
medium to long
term.

2°C scenario

Carbon pricing: application of the same level of
carbon pricing in Ukraine as currently envisaged as
required under the Paris Agreement (US$50-100 per
tonne CO,) would equate to an additional cost of
US$3 to US$5 per tonne of pellet production.

Electricity pricing: phase out in Ukraine of thermal
power plants and increased demand for low-carbon
forms of electricity is likely to increase overall
electricity prices in Ukraine in the short term, before
additional supply of low-carbon electricity is brought
online in the medium term.

+3°C scenario  Increased physical
effects of climate
change in the
medium to long

term.

Water stress: US Aid projections for Eastern Europe
forecast prolonged periods of drought in the event
of a +3°C scenario, which would potentially limit the
Group’s ability to source and utilise water in its
operations. Water is currently used in processing to
remove waste material, such as silica, and increase
the iron content of the Group’s ores, as well as in
mining operations to limit dust emissions. Any
restriction on the availability of water usage could
have an adverse effect on the Group’s ability to
mine and process its ores to the same extent as it
does today.

View looking west across
local woodland, towards
Ferrexpo’s processing plant.
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Responsible Business

continued

SOCIAL

ENGAGEMENT

Working with local communities through the
Ferrexpo Charity Fund to develop local initiatives
and provide support where it is needed.

Local communities play an integral role in
Ferrexpo’s social licence to operate, and
the Group understands the need to play

a constructive and proactive role in the
communities located close to the Group’s
operations. Ferrexpo coordinates its
community activities through its own
Charity Fund, which was established in
2011, and through direct sponsorship of
projects by Ferrexpo’s operating entities
FYM and FBM. The primary focus areas of
the Group’s work in local communities are
as follows:

(1) Social partnership projects
(for example, the refurbishment
of hospitals and schools);

(2) Local community development
(for example, supporting the local
Palace of Culture);

(8) Direct aid for local individuals (funding
medical procedures for example); and

(4) Administrative support for local council
budgets (road repairs and safety
bollards for example).

Ferrexpo’s Charity Fund and local
operating entities FYM and FBM focus their
efforts on supporting communities
immediately surrounding each of the
Group’s three mines, in order to develop
close ties with each community, working
with community leaders to ensure work
carried out is both relevant and targeted.
Total community support expenditures in
2020, including funds dedicated to the
COVID-19 Response Fund (see section
below), amounted to UAH158 million
(equivalent of approximately US$5.9
million). This figure represents an 11%
increase of such expenditures, which
reflects the increased level of support for
Ferrexpo’s local communities affected by
the global pandemic. Further details of the
Company'’s response to COVID-19 are
provided below, as well as on page 9.
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COVID-19 Response Fund

2020 has been an extraordinary year, with
communities around the world affected by
the global COVID-19 pandemic. In March
2020, the Group responded to rising
concerns with a standalone fund for
assisting local hospitals and schools to
acquire necessary medical equipment and
PPE to respond to the pandemic, with an
initial US$2.5 million of funding approved
for this dedicated fund to assist local
hospitals. In light of the continuing
pandemic in early 2021 and in recognition
of the continuing need for community
support, the Group has approved a further
US$1.0 million of support through the
COVID-19 Response Fund. Through
discussions with hospital management,
funds have been utilised in a range of
areas, including the provision of PPE and
specialist medical equipment, such as
respirators, that would be necessary to
assist treatment of COVID-19 patients.

Specific donations have included the

following:

- Remote monitoring equipment and
lighting for intensive care patients,
Kremenchug hospital;

— Ventilators for hospitals in Horishni
Plavni, Kremenchug and Poltava City;

— Ambulance purchase for Horishni Plavni
hospital; and

— Numerous purchases of PPE equipment
for local schools and hospitals.

Further details of the Group’s response to
COVID-19 are provided on page 9.

Art installation, Ferrexpo Square,
Horishni Plavni, October 2020.
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REFURBISHING
HOSPITALS AND
SCHOOLS

Ferrexpo’s Charity Fund not only moved
to acquire essential medical equipment
in response to the global COVID-19
pandemic in 2020, but the fund has also
a long-standing initiative to refurbish and
modernise local schools and hospitals. In
2020, these efforts continued with work
carried out on hospitals in Horishni Plavni
and Nova Galeschina, along with
refurbishment work at schools in
Solonitsa and Nova Galeschina (pictured
here).
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Online

Please see the Ferrexpo
website for five years of
dedicated Responsible

Business Reports.
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Further reading

www.ferrexpo.com/
responsibility
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Responsible Business

continued

GOVERNANCE

Strong corporate governance is a requirement for
modern businesses to succeed and maintain a
sustainable business model. Corporate governance
enables companies to operate effectively, with
transparency in decision-making and fairness for all
stakeholders. Whilst Ferrexpo’s Board of Directors
is responsible for setting the Group’s overall
governance strategy and framework, governance

is applied as a culture throughout the workforce.

Board structure

Ferrexpo’s Board of Directors (the “Board”)
is comprised of a Chair and six Directors,
four of whom are Independent Non-
executive Directors. Ferrexpo’s Board.

The Board understands the need for high
standards of corporate governance and the
direct impact this can have on the Group
for all stakeholders. The Board announced
an additional appointment of Ann-Christin
Andersen as an Independent Non-
executive Director in March 2021

and is seeking to appoint an additional
Independent Non-executive Director.

Shareholder engagement

The Group’s Annual General Meeting
(“AGM”), which is typically held in May of
each year, is an opportunity for the Board
to receive shareholder feedback on a
number of subject areas, including
corporate governance. Following the 2020
AGM, the Board conducted a shareholder
feedback process to establish the reasons
behind shareholder voting at the 2020
AGM. This process resulted in feedback
from a number of the Group’s largest
shareholders, and the Group is currently
seeking to implement measures in
response to this feedback.

Related party matters

The Group has a controlling shareholder
that also has a number of different
businesses with which the Group has

a commercial relationship.
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In order to maintain strong levels of
corporate governance, to ensure that these
business relationships are conducted on
an arm’s length basis, the Group has both
the Committee of Independent Directors at
the Board level and the Executive Related
Party Matters Committee at the
management level.

As disclosed in the Group’s 2019 Annual
Report and Accounts and 2020 Interim
Results, the Board acting through the
Committee of Independent Directors
(“CID”) has been conducting a review into
its sponsorship arrangements with FC
Vorskla, with specific reference to
payments totalling c.US$17 million made by
FC Vorskla to Collaton Limited, an entity
controlled by Kostyantin Zhevago, in
connection with the renovation and
construction of certain FC Vorskla
stadiums and training grounds in Ukraine
(the “Loan”). The CID, with assistance from
third party advisers, has now concluded its
review and arrangements have been made
for the Loan to be repaid in full. As
disclosed in the 2020 Interim Results, the
CID had been informed that the Loan is
expected to be repaid via the sale and
leaseback of certain capital projects of FC
Vorskla in Ukraine, although with the
ongoing COVID-19 pandemic and general
market conditions in Ukraine, the CID has
since been informed that this may not be
possible in the near term. Therefore
additional arrangements have been put in
place by Kostyantin Zhevago and his
associated entities for full repayment of the
Loan to take place by 31 July 2022. These

N A

Separator Operator Kira Abaza
in Ferrexpa’s beneficiation plant,
June 2020.

arrangements have been reviewed by the
CID, and having put in place appropriate
monitoring controls, the CID is satisfied
with the arrangements.

The current sponsorship agreement with
FC Vorskla Ukraine, as agreed in 1Q 2021,
includes enhanced reporting requirements
by the football club to the Group and
additional provisions around the use of
sponsorship funds. Further details are
provided in the Audit Committee report on
page 76, in addition to Notes 30 and 34 to
the Consolidated Financial Statements.



Ferrexpo plc Annual Report & Accounts 2020

Non-financial information statement

The Ferrexpo Group complies with the non-financial reporting requirements contained in Sections 414CA and 414CB of the Companies Act 2006. The table below,
and information it refers to, is intended to help stakeholders understand the Company’s position on key non-financial matters. This builds on existing reporting that
the Company already does under the following frameworks: CDP, Global Reporting Initiative, Guidance on the Strategic Report (UK Financial Reporting Council),

UN Global Compact, UN Sustainable Development Goals and UN Guiding Principles. In addition to its Annual Reports, Ferrexpo also publishes a standalone report
covering its Responsible Business activities, with the report for 2019 available on the Company’s website and the report for 2020 expected to be released in 3Q 2021.
Additional information Risks

Reporting requirements Policies and standards

Tailings Management Greenhouse Gas emissions (pages 30-33)
Energy consumption (page 32)

www.ferrexpo.com/responsibility/environment

Ethics and Responsible Business Policy Health and safety (pages 28-29) Principal risks,
— Code of Conduct Learning and development (pages 38-39) pages 52-60
— Health and Safety Policy Diversity (pages 38-39)
www.ferrexpo.com/responsibility/people
www.ferrexpo.com/responsibility/health-and-safety

Principal risks,
pages 52-60

Environmental -
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— Data Privacy Policy

— Anti-Slavery and Trafficking Statement
- Information and Cyber Security Policy

Donations Policy
— Community Policy

Anti-corruption - Anti-bribery Policy

and Anti-Bribery -

- Policy Whistleblowing

Principal Risks and
impact on business
activities

Ccase sruov [

COMPLIANCE
EFFORTS IN
2020

||
Online

Ferrexpo’s Code of Conduct
is available online: www.ferrexpo.com/
responsibility/governance

Compliance is a key element to a
company’s corporate governance,
ensuring that the business is effective
and balanced in its day-to-day
operations. Best practice in compliance
is achieved through a variety of work
streams, including (a) dedicated
compliance training courses, both
in-person and online, (b) compliance
events to raise awareness, and (c)
Ferrexpo’s Integrity Line, which is used
to report compliance-related concerns
that anyone in the business may report
anonymously.

Human Rights Policy statement

Anti-money Laundering and
Counter Terrorist Financing Policy
— Fraud Risk Management

Health and safety (pages 28-29)
Diversity (pages 38-39)

Chair’s Statement (page 4)

Social Engagement (pages 34-35)

Principal risks,
pages 52-60

www.ferrexpo.com/responsibility
Ferrexpo Code of Conduct (www.ferrexpo.com)

Principal risks,
pages 52-60

www.ferrexpo.com/responsibility/community
www.ferrexpo.com/responsibility/stakeholder-engagement

Chair’s Statement (page 4)
Governance (pages 36-37)

Principal risks,
pages 52-60

www.ferrexpo.com/responsibility/governance

www.ferrexpo.com/whistleblowing

Business Model (pages 16-17)

Risk Management (pages 46-47)

Viability Statement (page 61)

Principal risks,
pages 52-60

Going Concern Statement (page 111)

Dedicated training

The Group launched an online training
course in February 2020 focused on
reinforcing knowledge of existing
compliance-related topics, with 632
participants during the month. Additional
compliance-related events were held in the
form of a Compliance Championship,
knowledge days and a Compliance Forum,
whereby external speakers presented to
senior leaders on recent developments in
compliance.

Code of Conduct

Ferrexpo’s Code of Conduct and Code of
Conduct for Business Partners are the
main documents by which the Group
engages with its workforce and suppliers
respectively. As of 2020, a total of 1,955
contracts were signed with compliance
clauses included in them, representing 87%
of the total number of contracts signed by
Ferrexpo’s operating entities.

Integrity Line

Ferrexpo’s Integrity Line is available at
www.ferrexpo.com/IntegrityLine. Users
can anonymously report compliance
concerns regarding the business by
telephone or email, with t_his function
an important safeguard for ensuring
that best practice industry standards

are maintained throughout the Ferrexpo
business. In 2020, a total of 16 concerns
were raised via the Integrity Line,
compared to 26 in 2019. The main areas
of concern were employee relations and
conflicts of interest.

Compliance Week

To raise awareness around compliance-
related topics, Ferrexpo hosts its annual
Compliance Week, bringing together
various groups within the business for
training courses in compliance and
ethical leadership. The third such
iteration of this event, which was a
virtual conference held in May 2020,
was attended by 616 employees, and
had speakers from a number of external
organisations covering topics such as
Ferrexpo’s values, ethical leadership,
modern slavery, anti-corruption and
creating a speak-up culture.
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Responsible Business

continued

WORKFORCE
AND WORKFORCE
ENGAGEMENT

Investing in the Group’s workforce

Workforce engagement

Ferrexpo has a global workforce of nearly
11,000 employees and contractors, all of
whom contribute to the success of the
Ferrexpo business. In 2020, the Company
held its third Workforce Engagement
Survey, which has provided an important
mechanism for employees to provide
feedback. With the disruption experienced
in relation to the global pandemic, it has
been harder to reach out to the number

of employees for participation in the 2020
survey, but the Group still managed to
receive responses from 1,660 employees in
4Q 2020, across all three operating entities
and the Group corporate and marketing
functions. Following a review of the
responses received, results of the survey
will be communicated back to Ferrexpo’s
employees throughout 2021 via town hall
meetings, sharing and discussion of results
by line managers, briefings for individual
work groups and employee conferences.

Ferrexpo also engages with its workforce
in Ukraine, representing 93% of the
Group’s people, through several printed
media publications and newsletters,
which give Ferrexpo’s management

team the ability to reach operators that
would not normally use a computer in
their day-to-day activities. Ferrexpo

also has its social media channels on
Facebook, LinkedIn and Instagram, which
are used to issue regular updates on its
business in both Ukrainian and English.

1,660

1,660 employees
provided their views
as part of 2020 the
Employee Engagement
Survey.
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Diversity

Gender balance in each department of
Ferrexpo is important, as this leads to
diversity of thought leadership and a more
balanced decision-making process. At its
operations, Ferrexpo has historically had
a more balanced workforce in its
administrative functions, compared to
production and maintenance roles. The
Group is attempting to address this by
several new initiatives to promote the role
of women in these departments through
training programmes. An example of this
work can be seen in the Group’s project
to promote future female leaders of the
business, “Fe_munity”, which is an
initiative commenced in 2020 that involves
bringing together 70 women identified as
future leaders, to create a high
performance community, who will all
receive leadership training and mentoring
to help advance their careers.

In 2020, women represented 29.2%

of Ferrexpo’s employees (2019: 29.3%),
with women in management positions
representing 18.2% of the total (2019:
17.5%). The Group is targeting a figure
of at least 25% of managerial roles

to be held by women by 2030.

25%

Targeting an increase
to 25% of management
roles held by women
by 2030 (2020: 18.2%).

Training

Ferrexpo takes every step to ensure a
high level of training is provided to its
workforce through its own training and
development centre, as well as external
courses that are facilitated to help invest
in the future of the Group’s workforce.
The Group’s workforce completed over
6,800 training courses at its operations in
Ukraine in 2020, despite a sharp reduction
in the number of individuals at site due

to social distancing and training largely
switching to online formats. In line with
2019, the majority of this training was
safety related, as the Group continues

to embed a safety first culture.

Social media

Ferrexpo uses LinkedIn, Facebook
and Instagram to communicate with
stakeholders — please see links below
for more regular updates on Ferrexpo.

www.linkedin.com/company/
ferrexpo-plc/

ﬂ www.facebook.com/Ferrexpoplc/

www.instagram.com/ferrexpo/

6,800

Over 6,800 training
courses completed at
the Group’s operations
in Ukraine in 2020.


http://www.linkedin.com/company/ferrexpo-plc/
http://www.linkedin.com/company/ferrexpo-plc/
http://www.facebook.com/Ferrexpoplc/
http://www.instagram.com/ferrexpo/

FERREXPO'S PIONEERS OF 1970

Ferrexpo has a rich history of operating

as an iron ore pellet producer since
1970, and in recognition of this
history, throughout 2020 the Group
released over 30 interviews through its
social media channels documenting
the memories of the pioneers who
helped build the original mine and
processing facilities, as well as key
members of the management team
past and present. Ferrexpo would
like to extend its thanks to all those
involved in the creation of this series,
which has served as an important
record of the Group’s heritage.

Night time view over western
waste dump at Ferrexpo
Poltava Mine.
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EMPLOYEE
ENGAGEMENT
SURVEY 2020

[

Online

https://www.
ferrexpo.com/
responsibility/
people

the Group’s COVID-19 measures.
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In 4Q 2020, Ferrexpo completed its third
Employee Engagement Survey, having
conducted previous surveys in 2017 and
2019. Despite the global pandemic limiting
workforce numbers at site, the Group
managed to receive feedback from 1,660
employees, representing 20% of the
employees at the subsidiaries surveyed.

Responses received in the 2020 survey
highlighted that the level of the Group’s
response to COVID-19 has received

high levels of approval from its workforce,
with employees averaging an approval
rate of 94% for the questions asked in
this section. Other sections to receive
high levels of approval in the 2020 survey
were in the teamwork and accountability
sections. Sections whereby feedback
suggests further consideration is required
were: (a) reward and recognition, and

(b) development.

Ferrexpo’s Employee Engagement Surveys
focus on each respondent’s views on broad
topics such as alignment with corporate
goals, leadership, teamwork, accountability
and performance, and reward and
recognition, with a number of questions
within each section. The survey uses the

positive and neg
responses

unit and depa
additional section in 0
focused on the perceived effec
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Review of Stakeholder
Engagement Activities

Engaging with all stakeholder groups
for an effective, successful business.

Employees and contractors

Customers

Engagement activity in 2020

— 2020 Employee Engagement
Survey.

— Annual performance and
development reviews.

— Compliance efforts and
Integrity Line for raising
concerns.

Reasons behind engagement

— To understand issues that are

important to the workforce,
to address concerns and
build future relationships.

— To enhance the relationship
between the individual and
the business through training
and development.

Engagement activity in 2020

— Relationship management.

— Feedback provided following
each shipment.

- Contract negotiations for
long-term contracts.

Reasons behind engagement

— To develop mutually
beneficial business
relationships.

— To promote sustainability
throughout the value chain.

What matters most

Strong health and safety
standards.

Training and development
opportunities.

- Collective bargaining.
- Workforce development.

The Company’s response

— LTIFR of 0.79, ahead of iron
ore producing peers in
Australia.

- 6,863 individual training
courses undertaken in 2020
(2019: 15,586).

— Latest collective bargaining
agreement agreed in
February 2020.

What matters most

— Product quality.
— Consistent pellet supply.

— Ensuring sustainability
throughout the value chain.

The Company’s response

— Regular briefings between
marketing and operations,
providing customer
feedback.

— Work to improve consistency
of pellet production, such as
pellet line refurbishment
process, completed in 2019.

How quality of engagement is

assessed

- Safety metrics either in line
with or ahead of peers.

- Good working relationship
with unions at operations in
Ukraine.
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Plans for engaging in 2021

- Employee Engagement
Survey and feedback
sessions in 2021.

— Continued workforce
development programme.

How quality of engagement is
assessed

— Longevity of customer
relationships.

— Multiple long term contracts
in place for over ten years.

Plans for engaging in 2021

— Further engagement on pellet
quality and pricing.

— Additional focus on
Responsible Business
activities, specifically carbon
emissions within the value
chain.



Suppliers
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Communities

Engagement activity in 2020

— Relationship management.
— Regular feedback.
— Contract negotiations.

Reasons behind engagement

— To develop mutually
beneficial business
relationships.

— To promote sustainability
throughout the value chain.

Engagement activity in 2020

— Regular initiatives through its
Charity Fund, active since
2011.

— COVID-19 Response Fund.

Reasons behind engagement

— Communities grant
Ferrexpo’s operations a
social licence to operate and,
specifically for 2020, the
health of local communities
is directly linked to the future
success of the business.

What matters most

- Quality of supply.

— Effective and timely supply of

materials.

— Promote good business and
employment in local
communities.

— Ensuring sustainability
throughout the value chain.

The Company’s response

— Where possible, goods and
services are sourced from
local suppliers.

— As of 2020, 87% of contacts
signed by operations
included reference to
Ferrexpo’s Code of Conduct
for Suppliers (94% of
contracts with value in
excess of UAH 500,000).

What matters most

— Projects relevant to individual
communities, established
through consistent and
effective community
engagement.

The Company’s response

— Medical donations via
COVID-19 Response Fund,
with US$2.5 million funding
approved March 2020, and
further US$1 million
approved early 2021.

- Ferrexpo Charity Fund

working to refurbish hospitals

and schools in local towns
and villages.

How quality of engagement is

assessed

— Adoption of, and adherence
with, Ferrexpo’s Code of
Conduct for Suppliers.

— Longevity of supplier
relationships.

Plans for engaging in 2021

— Further adoption of
Ferrexpo’s Code of Conduct
for Suppliers.

How quality of engagement is
assessed

— Direct feedback through
community support officers.

— Quarterly town hall meetings
with General Directors.

Plans for engaging in 2021

— Charity Fund budget of UAH
87 million in 2021, excluding
COVID-19 Response Fund.
This figure represents a level
in line with 2020 (2020: UAH
92 million).

- Main projects in 2021 will be
focused on refurbishment of
local hospitals, schools and
sports facilities, representing
40% of the budget for 2021.

M

(7]
-
=y
(Y
=
o
@
(¢}
)
(]
T
o
=
=

aouBUIBAOY) 9)el0di0)

sjuswaejels [eloueUI4



Ferrexpo plc Annual Report & Accounts 2020

Review of Stakeholder
Engagement Activities
continued

Environment

Government

Engagement activity in 2020

— Greenhouse gas reductions.

— Enhanced emissions
monitoring equipment.
— Biodiversity.

Reasons behind engagement

— Local environmental
conditions, whether directly
or indirectly affected by
Ferrexpo’s operations, are
key to the Group’s social
licence to operate.

Engagement activity in 2020

- Meetings, calls and emails
with government officials
across jurisdictions in which
the Group operates.

Reasons behind engagement

— Governments are central to

operating a successful
business, for example,
through providing operating
licences, whilst also
providing a platform for
effective community
engagement.

What matters most

- Key focus on climate change
across domestic and
international stakeholder
groups.

— Trend within Ukraine for
benchmarking air and water
quality between industrial
towns.

The Company’s response

— 8% reduction in Scope 1
CO,e emissions footprint per
tonne and 21% reduction in
absolute Scope 2 CO,e
emissions per tonne.

— Biodiversity projects include
river restocking project.

What matters most

— Companies operating within
a consistent and understood
financial and legal
framework.

- Regular payment of taxes
and royalties, in line with
licence terms.

— Companies providing
employment and support to
local communities, as well as
export revenues.

The Company’s response

— Taxes and royalties of

US$100 million paid in 2020
(2019: US$114 million).

— Total taxes and royalties over

US$1.0 billion since IPO.

— Workforce of 10,911 in 2020

(2019: 11,476).

How quality of engagement is

assessed

— Dialogue with stakeholder
groups, both domestic and
international regarding
carbon footprint.

— ESG-related research and
appraisal of Group’s
activities.

- Regular community
engagement activities.
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Plans for engaging in 2021

— Further reporting around
greenhouse gases and
emissions targets.

— Green projects, including
electricity purchasing and
generation (solar farm).

- Responsible Business
Reports.

How quality of engagement is

assessed

— Continued government
support at local and national
level in Ukraine.

— Continued government
support in all corporate and
marketing office locations for
the Group.

Plans for engaging in 2021

— Working with local

government to ensure health
and wellbeing of local
communities during
COVID-19 pandemic.
Continued investments in
operations, workforce and
communities in 2021.



Investors

Ferrexpo plc Annual Report & Accounts 2020

Capital providers

Engagement activity in 2020

— Annual Report, investor
meetings, calls, conferences,
and email communications.

— Online (press releases,
website updates and social
media channels).

— Direct communications with
analysts.

— Post-AGM engagement with
shareholders.

Reasons behind engagement

— To report activities in a clear
and orderly manner, to
deliver value to all
shareholders.

— Compliance with stock
exchange listing regulations.

Engagement activity in 2020

— Regular dialogue with banks,
ratings agencies and other
lenders.

— Provision of information,
including both internal
updates and market updates
such as analyst research on
Company and commodities.

Reasons behind engagement

— To maintain a successful

working relationship for
existing and future debt
facilities, and other sources
of capital.

- To enable future investment

in the business.

What matters most

— Clear, consistent and
transparent reporting of
Group’s operations, financial
results and Responsible
Business activities.

— Providing information that is
directly comparable to peer
group reporting.

— Long term value creation.

The Company’s response

— 24 press releases and four
presentations on Group’s
website in 2020, and issued
to the London Stock
Exchange.

— Annual Report and Accounts
(issued April 2020).

— Responsible Business Report
(issued August 2020).

— Appointed broker and
financial adviser (Liberum).

What matters most

— Clear, consistent and
transparent reporting of
Group’s operations, financial
results and Responsible
Business activities.

— Providing information that is
directly comparable to peer
group reporting.

The Company’s response

- Meetings and calls with each

of the banks syndicated
within Group’s Pre-Export
Finance (“PXF”) facility.
Provision of market research
and credit ratings research
on the Group, commodity
research and country
research.

How quality of engagement is
assessed

— Shareholder feedback.
— Analyst research.

— Market valuation of the
Company relative to its peer
group.

Plans for engaging in 2021

— Continued dialogue with
investor community,
including regular company
updates.

— Broadening analyst coverage.

— Increasing social media
channels and topics/content
covered.

How quality of engagement is

assessed

— Successful repayment of
US$148 million in debt in
2020 (2019: US$224 million).

— Continuation of existing
relationships with domestic
and international banks.

— Availability and future
provision of additional debt
facilities (if required).

Plans for engaging in 2021

— Continued dialogue with

capital provider space.

- Continued repayment of

existing debt facilities.
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Section 172
Statement

CONSIDERING
STAKEHOLDERS
IN DECISION-
MAKING

The Board of Directors acts
to promote the long-term
success of the Company for
the benefit of shareholders
as a whole, and in doing so
recognises the importance
of having due regard to the
matters set out in section
172(1)(a) to (f) of the
Companies Act 2006, being:
- the likely consequences of any decision

in the long term;

— the interests of the Company’s
employees;

— the need to foster the Company’s
business relationships with suppliers,
customers and others;

— the impact of the Company’s operations
on the community and the environment;

— the desirability of the Company
maintaining a reputation for high
standards of business conduct; and

— the need to act fairly as between
members of the Company.

The Board receives regular training on
directors’ duties, including refresher
training on the duty under section 172
during the year, and new directors
appointed to the Board receive tailored,
individual briefings on their duties.
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How considering stakeholders
in decision-making works

in practice

The Group engages regularly with its
stakeholders. This engagement is largely
conducted by the Group’s management
team, as part of the day-to-day
management of the Group delegated by the
Board to the management team, although
the Board will also engage directly with
stakeholders as appropriate. Where
stakeholder engagement has been
conducted by management, the
stakeholder issues are considered at Board
level through regular updates from the
Acting CEO and senior management. This
will include presentations by members of
the senior management team to the Board
on particular stakeholder considerations,
and the Board will discuss feedback
received from stakeholders directly with
the management team. Considerations
relating to stakeholder matters are also
included in management papers prepared
for the Board, as appropriate.

As part of its discussions and decision-
making process, the Board will take

into account relevant stakeholder
considerations and the potential impacts
of their decisions on such stakeholders

and the environment. This will include
considering the impact of competing
stakeholder interests, and the Board is
cognisant of the fact that some of its
decisions may have an adverse impact
on certain stakeholders or affect different
stakeholder groups in different ways.

The stakeholder groups which the Board
has identified as being fundamental for an
effective, successful business, together
with the engagement activities carried
out by the Group in 2020, are outlined

on pages 40 to 43.

In addition to these stakeholder groups,
the Board considers the likely
consequences of decisions in the long
term, the impact of the Group’s operations
on the community and the environment and
the importance of maintaining a reputation
for high standards of business conduct.
The Board will also be guided in its
decision-making by the Group’s purpose
and values and its strategic framework as
outlined on pages 16 to 17 and 12 to 13,
respectively.

Further details on the Group’s approach
to the matters outlined in section 172
can be found in the following sections
of this report:

Section 172 factor Key examples Page
Workforce — Case Study: Autonomous large scale haul trucks p.8
— Case Study: Ferrexpo’s response to COVID-19 p-9
— HSEC Committee Chair’s Review pp.26-27
— Responsible Business: Health and Safety p.28
— Case Study: First-DDSG - Safety across the p.29
Ferrexpo Group
— Responsible Business: Workforce and Workforce p.38
Engagement
— Case Study: Employee Engagement Survey 2020 p.39
Suppliers and — Case Study: Utilising technology to adapt p.23
customers to a pandemic
— Case Study: Compliance efforts in 2020 p.37
Community — Responsible Business: Social Engagement p.34
— Case Study: Refurbishing hospitals and schools p.35
Environment — HSEC Committee Chair’s Review pp.26-27
— Responsible Business: Environmental Stewardship  p.30
— Case Study: What is Green Steel and why p.31
is it relevant?
High standards — Responsible Business: Governance p.36
of conduct — Case Study: Compliance efforts in 2020 p.37
Investors — Shareholder returns p.5
— Shareholder engagement p.36

Key decisions made in 2020

The Board and its Committees took a
broad range of factors and stakeholder
considerations into account when
making decisions in the year. Details
on how the Board and its Committees
operate and the way in which they
reach decisions, including the matters
discussed and debated during the
year, can be found in the Corporate
Governance Report on pages 68 to 75.

The following are some examples of
how the Directors have had regard to
the matters set out in section 172(1)

(a) to (f), and the need to foster the
Company'’s business relationship

with customers, suppliers and other
stakeholders, when making principal
decisions and the effect of that on
certain of the decisions taken by them.



CASE STUDY

FERREXPO MINING
CONSOLIDATION PLAN

Our Mining Consolidation Plan is a key
operational development milestone for

the Group. It is a new mining system, which
is part of the One Ferrexpo Strategy to
consolidate functions and accountabilities
across the Group’s three mines into
centralised single units, for example, ‘One
electrical service’, ‘One dewatering service’
and ‘One drilling service’. The new mining
system is in the long-term interests of the
Group, as it will create operational
efficiency through the optimisation of
resources, elimination of duplicitous
functions and accountabilities, and promote
more efficient ways of working through

the re-allocation and transferability of
resources to where they are needed

the most.

CASE STUDY

COVID-19 PANDEMIC
RESPONSE

When COVID-19 emerged as a global
pandemic, the management team together
with the Board took immediate steps to
protect our employees, contractors and the
local communities. Safety was our number
one priority. Action was also taken to
safeguard the business through the
implementation of our business continuity
plans. In addition to regular engagement
with the workforce, management engaged
with a broad range of stakeholders to
understand the impacts that COVID-19 was
having on them, including our customers,
suppliers and other local stakeholders.

case stuoy Y

DIVIDEND PAYMENTS

Following the onset of the coronavirus
pandemic, and given the general market
uncertainty caused by the spread of
COVID-19, at the time of publication of
the 2019 annual results in March 2020 the
Board decided to defer consideration of
a potential final ordinary and/or special
dividend. This deferral was to allow the
Board more time to assess the effect of
the COVID-19 pandemic on the Group’s
workforce, customers and suppliers.

The Board continued to carefully monitor
developments relating to COVID-19

The decisions taken to implement the Mining
Consolidation Plan spanned many of the
section 172 factors. Management and the
Board identified the key stakeholders as the
employees, contractors, service providers and
local community. A stakeholder consultation
exercise was undertaken by the management
team, with the aim of enhancing the
understanding of the impact of the new mining
system on the stakeholders. The findings were
reported back to the Board through
presentations and discussions between the
management team and the Board.

The process identified a number of benefits
for stakeholders. These included the ability
to create multifunctional roles among the
workforce, thereby creating development
opportunities, facilitating the move to
in-sourced labour, centralised services
covering all three mines, and safety benefits
through the use of autonomous vehicles and
operational efficiencies. It was also

Following engagement with local stakeholders,
in March 2020, the Board approved a US$2.5
million dedicated COVID-19 Response Fund, to
be used for medical equipment to support local
hospitals and communities. A further US$1
million was approved by the Board in February
2021. Supporting the local community is
important to the Company as this aligns with
our strategy to maintain a social licence to
operate, and also our desire to positively
contribute to the economy in all countries in
which we operate. Supporting the local
community through the COVID-19 Response
Fund is also important for protecting the
Group’s workforce, and therefore is in the
long-term interests of the Company, as many
members of the workforce are part of the local
community in Poltava region.

in relation to the Group’s business, and

that of its customers and impacts on other
stakeholders. Actions taken by the Group to
protect its business, together with the trading
position of the Group and strong balance
sheet, gave the Board confidence to declare
a final special and ordinary dividend for 2019
on 21 April 2020. The Board was also able to
declare further dividends throughout 2020.

Prior to each decision to declare a dividend,
the Board took various factors into account
with particular focus on the impacts of the
COVID-19 pandemic. Other factors considered
included the Group’s cash balance, the cash
flow impact payment would have on capital
investment projects and payments to
employees, suppliers and governments
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acknowledged that there would be adverse
impacts for some stakeholders, including
redundancies and reducing the need for
outsourced contractors and some service
providers. These factors were carefully
considered by the management team with
the Board exercising full oversight and
challenge, with particular regard to the
long-term consequences of the decisions.

A key outcome of the consultation process
and stakeholder considerations was the
need to embed a change in cultural
mind-set, to operate and think as ‘One
business’ with aligned leadership and
effective decision-making. This is being
progressed by the management team,
which will report to the Board in due course.
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Another key impact of the COVID-19
response has been regular engagement
with the Group’s customers. The Group’s
marketing team initially contacted
customers to understand the impacts that
COVID-19 was having on their business and
operational practices, and also to provide
details of the actions which the Group was
taking to protect its own business. In many
countries it was not possible to conduct
face-to-face meetings with customers and
therefore the Group had to adapt its way of
working and moved to virtual meetings with
its existing and new customers. The Chief
Marketing Officer met all customers virtually
and maintains regular contact with them.
Key learnings from this engagement are
reported regularly to the Board through
presentations from the Chief Marketing
Officer.

(taxes and royalties). Payments to lenders
and covenants under loan agreements were
also considered, and during the year the
Board made a voluntary prepayment of
US$10 million under its pre-export finance
facility to further reduce its debt position.
The Board also considered the expectations
of investors in light of the Group’s existing
regular dividends and any longer-term
implications on growth projects.

Overall, the Board determined that the
dividend payments were in the best
interests of all shareholders. The interests
of employees, customers, suppliers and
other stakeholders were also considered,
and the decision to pay the dividends

was not thought to adversely impact

their interests.
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Risk Management

ASSESSING AND
MANAGING RISK

The Group has developed a system for identifying risks,
with a focus on risk management and mitigation to
protect the Ferrexpo business. Risk management is a
process overseen by the Ferrexpo Board of Directors.

Approach

The Group’s risk management processes
provide a framework to support

the identification, prioritisation and
management of both emerging and
principal risks involved in the Group’s
activities. It is not, and cannot be,
designed to eliminate risk, particularly
in an emerging market economy.
Ferrexpo’s risk management policies
and procedures have been established
to identify and analyse the risks faced
by the Group, to set appropriate

limits and controls and take relevant
mitigating actions where considered

by the Board of Ferrexpo and its
executive management to be beneficial.

Risk assessment

The Group’s risk matrix is regularly
reviewed and monitored by the Executive
Committee and its sub-committee,

the Finance, Risk Management and
Compliance Committee (“FRMC”), as
well as the Audit Committee and the
Board. This review process includes
ensuring that any new risks are
identified, their potential impact on

the Group assessed and appropriate
controls established. The risks
identified are ranked based on the
potential impact and the probability

of occurrence in order to assess their
impact on the Group’s operation and
viability. The impact and the probability
are reassessed on a regular basis
based on latest developments in the
Group’s macro and micro environment.
This includes assessing whether any
emerging risks may have become
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principal risks. Ferrexpo considers an
emerging risk to be newly developing or
changing risks that are difficult to quantify.
It is the responsibility of the Group’s
Executive Committee to define appropriate
actions to adequately monitor those

risks and establish an effective control
environment. The controls are generally
conducted by the Group’s internal audit
function or members of the Executive
Committee and updates are provided to
the Executive Committee and the Board.

Risk governance

The Board of Ferrexpo is ultimately
responsible for defining the Group’s
attitude to risk and ensuring that
appropriate systems of risk management
and internal controls are established and
embedded across the Group, in conformity
with its desired risk management culture.
Its responsibility extends to ensuring that
the emerging and principal risks faced

by the Group are robustly assessed and
that the Group’s exposure to such risks

is aligned with its strategic objectives.
The Audit Committee assists the Board

in its regular monitoring of risk exposures
and the Group’s risk matrix, and is
responsible for evaluating the adequacy
and effectiveness of the established risk
management and internal control systems.
It also oversees how management monitors
compliance with risk management
policies and procedures, with assistance
from the Group internal audit function
which conducts ad hoc reviews of risk
management controls and procedures

as part of its annual programme of work.
For more information relating to the Audit

Committee’s monitoring and assessment of
the effectiveness of the risk management
and internal control systems, see the

Audit Committee Report on page 76.

The FRMCC oversees the centralised
financial risk management structures

and monitors compliance risks, while

the HSEC Committee monitors safety,
environment and community risks.

These two committees assist the Audit
Committee and Board in the identification
and analysis of both emerging and
principal risks. Assurance on the internal
control and risk management systems

is provided in the form of management
information, reports and updates from
the Group internal audit function, external
audits and oversight by the Executive
Committee, Audit Committee and Board.

2020 risk assessment

The risks set out in the matrix were
assessed by the FRMCC and Audit
Committee, as appropriate, and the risks
identified as posing the biggest threat to
the Group’s operations (based on their
potential impact and taking account

of the mitigating measures in place)
were analysed in order to identify the
principal risks faced by the Group for
assessment by the Board. At each Board
meeting throughout the year, the Board
reviewed the risk register and assessed
the emerging and principal risks facing
the Group over both the short and long
term. For more information, please see
the Viability Statement on page 61.
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RISK MANAGEMENT PROCESS
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RISK MATRIX HEAT MAP
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Principal Risks

The principal risks and uncertainties facing
Ferrexpo’s business as assessed by the
Board of Ferrexpo are shown in this section.

A number of the risks described in this section have
the ability to directly affect the Group’s strategy, which

for reference is as follows:

1. Produce high quality pellets.

2. Be a low cost producer.

3. Sell to a world class customer portfolio.

4. Maintain a social licence to operate.

5. Maintain appropriate capital allocation

between a strong balance sheet, returns to
shareholders and investment for growth.

Increase in expected risk in 2021
Decrease in expected risk in 2021

Risk balance for 2021

E

Further reading

For more
information on the
Group’s strategy,
please see pages
12-13
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Risk assessment and risk
mitigation

Principal risks are defined as factors
that may negatively affect the Group’s
ability to operate in its normal course
of business, and may be internal, in
the form of risks derived through the
Group’s own operations and activities,
or external, such as political risks,
market risks or climate change related
risks. Principal risks include, but are
not necessarily limited to, those that
could result in events or circumstances
that might threaten the Group’s
business model, future performance,
solvency or liquidity and reputation.

Risks are inherently unpredictable and
can be uncontrollable, and, therefore, the
risks outlined in this report are considered
the main risks facing the Group. New
risks may emerge during the course of the
coming year, and existing risks may also
increase or decrease in severity and/or
likelihood, and this is why it is important
to conduct regular reviews of the Group’s
risk register throughout the year. The
Group maintains a more extensive list

of risks, covering over 30 different risk
areas at the Group level, with additional
risks considered in local risk registers

at each operating entity. The Group risk
register is reviewed on a monthly basis
for completeness and relevance by the
Group’s Finance, Risk Management and
Compliance Committee (“FRMCC”), which
ultimately reports into the Company’s
Board of Directors for further review

and approval of the risk register. The
Group’s risk register is also reviewed by
the Audit Committee at least four times

a year. The members of the Executive
Committee manage risk within the
business on a day to day basis, which is a
committee that includes the Acting Chief
Executive Officer, Acting Chief Financial
Officer and Chief Marketing Officer.

Newly encountered risks that were
specific to 2020 were principally related
to the global COVID-19 pandemic. In
addition, the Group faced similar risks
that have faced the business in previous
years, including risks associated with
operating in an emerging market, and
market risk related to commodity pricing.

The Group has updated its principal

risks as shown on pages 48 to 60 of this
report, in accordance with the known
risks facing the business. Further updates
to the Group’s Principal Risks will be
provided in the Group’s Interim Results
statement, which is due for publication

in August 2021. Where the Group has
identified a principal risk, details of the
Group’s efforts to mitigate each risk are
also provided. It should be noted that the
Group’s Audit Committee has reviewed
the risks associated with the exit of the
United Kingdom from the European Union
(“Brexit”), and whilst significant uncertainty
exists in relation to this event and the
future trading relationship between the
UK and the EU post-Brexit, the Audit
Committee has determined that this is not
a principal risk on the basis of the Group’s
reduced exposure to the UK market.



1. COUNTRY RISK
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1.1 UKRAINE COUNTRY RISK (EXTERNAL RISK)

Risk overview

Transparency International e.V. has
published an annual Corruption
Perceptions Index since 1995 and is a
leading global indicator of public sector
corruption. Ukraine is currently placed
117" out of 180 countries on the Corruption
Perceptions Index!, up from 126" position
in the 2019 iteration of the same survey.
Whilst Ukraine is continuing to reform,
most recently under the guidance of the
International Monetary Fund, its position
on the Corruption Perceptions Index has
only marginally improved over the past

five years from being ranked 130%.2 There
continues to be a number of principal risks
relating to the Group’s operating assets
being located in Ukraine and exposure to
Ukraine’s geopolitical environment, judicial
system and macro-economic conditions.
These factors, either individually or in
combination, have the ability to adversely
impact the Group’s ability to operate

its pellet production facilities, ability to
export its iron ore products, ability to
repay existing debt or gain access to new
debt facilities, ability to reinvest in the
Group’s asset base, either in the form of
sustaining capex to maintain production or
expansion capex for future growth, as well
as the Group’s ability to pay dividends.

The independence of the judicial system,
and its immunity from economic and
political influences in Ukraine, remains
questionable, and the stability of

existing legal frameworks may weaken
further with future political changes in
Ukraine. Because Ukraine is a civil law
jurisdiction, judicial decisions generally
have no precedential effect on subsequent
decisions, and courts are generally not
bound by earlier decisions taken under
the same or similar circumstances, which
can result in the inconsistent application
of Ukrainian legislation to resolve the
same or similar disputes. In addition,
court claims are often used in the
furtherance of political aims. The Group
may be subject to such claims and may
not be able to receive a fair hearing.

1 https://www.transparency.org/en/countries/ukraine#
2 https://www.transparency.org/en/cpi/2015/results/ukr

Responsibility

In January 2020, the Company advised that Board of Directors and
it had lodged an appeal against a court Chief Executive Officer

order in Ukraine, whereby a district court
had placed a restriction on the transfer on
50.3% of the shares in Ferrexpo Poltava
Mining (“FPM?), which are held through Medium

Risk appetite

Ferrexpo AG, the Company’s Swiss
subsidiary. Ferrexpo AG was subsequently ~ Link to strategy
successful in this appeal and the Company

announced that this restriction had been 1,2,3,4and5
removed on 3 June 2020. On 19 June
2020, the Company announced that a
similar restriction was placed on the same
shareholding by a district court in Kyiv.

An appeal was also lodged against this
restriction, and whilst it was similar to the
first restriction, which was successfully
appealed, the appeal against this

second restriction was not successful. In
November 2020, Ferrexpo AG was however
successful in a motion to dismiss this
restriction, as announced on 30 November
2020. The Group understands that the

new ruling of the court to cancel the
restriction on 50.3% of the shares in FPM
cannot be appealed. The Group cannot
however rule out similar cases being

raised against the Group in the future.

In October 2019, Kostyantin Zhevago
stepped down as CEO of the Group in
order to focus on resolving certain matters
in Ukraine relating to one of the businesses
he owned until 2015 (Bank Finance &
Credit). The Company understands that
these matters remain unresolved. Given
Mr Zhevago’s connection to Ferrexpo,

and Ferrexpo’s previous commercial
relationship with Bank Finance & Credit,
there is a risk that these matters may
affect the Group, including adverse media
attention and reputational damage for

the Group and a reluctance on the part

of some customers, suppliers or other
stakeholders to deal with the Group whilst
such matters concerning Mr Zhevago
remain unresolved. The Group understands
that the restriction on 50.3% of the

shares in FPM which was cancelled in
November 2020 was in connection with
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Principal Risks
continued

1. COUNTRY RISK CONTINUED

1.1 UKRAINE COUNTRY RISK (EXTERNAL RISK)

Risk overview continued

ongoing matters in Ukraine involving
Kostyantin Zhevago and Bank Finance &
Credit. There is a risk that assets owned
or controlled (or alleged to be owned or
controlled) by Kostyantin Zhevago may
be subject to restrictions in connection
with such unresolved ongoing matters, in
Ukraine or elsewhere, or that the Group
may be impacted by or become involved
in further legal proceedings relating to
these matters in Ukraine or elsewhere.

In January 2021, Ferrexpo AG received
a claim in relation to previous litigation
regarding the shares in FPM. In 2005,
a former shareholder in FPM brought
proceedings in the Ukrainian courts
seeking to invalidate the share sale and

e |

Risk mitigation

Ferrexpo operates in accordance with
relevant laws and utilises internal and
external legal advisers as required

to monitor and adapt to legislative
changes or challenges. The Company
maintains a premium listing on the
London Stock Exchange and as a

result is subject to high standards,
including the UK Corporate Governance
Code and Market Abuse Regulation.
Ferrexpo has a relationship agreement
in place with Kostyantin Zhevago, which
stipulates that the majority of the Board
of Directors must be independent of

Mr Zhevago and his associates. For all

50

purchase agreement pursuant to which
a 40.19% stake in FPM was sold to
nominee companies that were previously
ultimately controlled by Kostyantin
Zhevago, amongst other parties. These
claims were fully dismissed in 2015.
According to recent claims made in the
Ukrainian courts, four claimants seek to
invalidate the share sale and purchase
agreement concluded in 2002 pursuant to
which a 40.19% stake in FPM was sold.

related party transactions, appropriate
procedures, systems and controls are

in place. Ferrexpo prioritises a strong
internal control framework including high
standards of compliance and ethics. The
Group operates a centralised compliance
structure that is supported and resourced
locally at the Group’s operations. Ferrexpo
has implemented policies and procedures
throughout the Group including training.
Ferrexpo prioritises sufficient total
liquidity” levels and strong credit metrics
to ensure smooth operations should
geopolitical or economic weakness
disrupt the financial system of Ukraine.

Responsibility

Board of Directors and
Chief Executive Officer

Risk appetite

Medium

Link to strategy
1,2,3,4and 5

Ferrexpo looks to maintain a talented
workforce through skills training and

by offering competitive wages, taking

into account movements of the Hryvnia
against the US Dollar and local inflation
levels. Ferrexpo has a high profile given

its international client base, its London
listing and bank lending from Western
financial institutions. Ferrexpo’s Board of
Directors and relevant senior management
are tasked with stakeholder engagement
and government relations to communicate
the economic contribution that Ferrexpo
makes to Ukraine and to show that it
operates to high international standards.



1.2 COUNTERPARTY RISK (EXTERNAL RISK)
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Risk overview

Ferrexpo is exposed to counterparty risk
through its interactions with government
agencies, customers, suppliers,
contractors and external parties that the
Group interacts with, including through its
CSR programmes. Risks relating to
government agencies both in Ukraine and
other jurisdictions in which the Group
operates throughout the globe include
levels or taxation, the repayment of VAT,
and licences required for Ferrexpo’s
operations to operate. In Ukraine, a number
of monopolies exist, including the supply of
natural gas that is required for the
pelletisation of the Group’s products, and
this presents the Group with a risk should
these monopoly companies fail to function
correctly. The Group is also exposed to
counterparty risk through its business
interactions with customers, suppliers of
goods and services, and any charitable
donations to third parties, as these
interactions may result in financial loss for
the Group if the counterparty in question
fails to fulfil its duties correctly.

onnse | ¥

Risk mitigation

Ferrexpo sells its iron ore products to
well-established steel producers that
have sound credit profiles. Ferrexpo’s
counterparties are subject to regular
and thorough review. The results of
these reviews are used to determine
appropriate levels of exposure, and
available alternatives, in order to reduce
the potential risk of financial loss.

The Group develops its supplier base in
order to avoid excessive dependence
on any supplier, actively encouraging

a diversity of supply where reasonable
and practical. Companies that would
like to work with Ferrexpo are required
to undergo an Accreditation Procedure,
where their documents, licences and
financial stability are checked. In 2020,
in line with previous years, Ferrexpo
screened and monitored third party
entities for sanctions and other risks,
with suppliers that pass accreditation
able to participate in tenders.

The advent of the global COVID-19
pandemic in 2020 also introduced
additional risk to Ferrexpo in the form of
heightened risk of counterparty failure, as
third parties struggled to adapt to the
effects of the pandemic. This is a risk
facing the Group in terms of timely
payment and/or delivery of goods and
services.

For entities deemed to be “high risk”,
additional checks and further monitoring
are required by the Group’s compliance
function. All supplier contracts must
contain the defined set of compliance
clauses (related to anti-bribery,
sanctions, tax compliance, modern
slavery, etc). These requirements were
consolidated into the Business Partners’
Code of Conduct in 2019, which is
referenced in 87% of contracts signed
in 2020. The Finance, Risk Management
and Compliance Committee (“FRMCC?”),
an executive sub-committee of the
Board, met ten times in 2020, and is
charged with ensuring that systems

and procedures are in place for the
Group to comply with laws, regulations
and ethical standards. The FRMCC is
attended by the Group Compliance
Officer and, as necessary, by the local
compliance officers from the operations,
who present regular reports and

ensure that the FRMCC is given prior
warning of regulatory changes and their

Responsibility
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Ferrexpo Board of Directors

Risk appetite

Low

Link to strategy
4

implications for the Group. The FRMCC
enquires into the ownership of potential
suppliers deemed to be “high risk”, and
oversees the management of conflicts of
interests below Board level and general
compliance activities (including under the
UK Bribery Act 2010, the Modern Slavery
Act, the Criminal Finances Act, and the
EU General Data Protection Regulation).

The Group aims to minimise risk around
the timely provision of goods and
services through maintaining sufficient
cash reserves and liquidity, as well as
maintaining alternative suppliers should
one counterparty fail. The Board’s current
policy regarding charitable donations

is not to donate on a nationwide basis,
and the Group does not have any plans
to conduct any such activity in the
future. However, should the Company
resume any national CSR programme in
Ukraine, the Board will ensure adherence
to the highest standards of diligence,
oversight, governance and reporting.
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Principal Risks
continued

2. GLOBAL DEMAND FOR STEEL

Risk overview

Ferrexpo operates within the global steel
industry as a raw material to feed steel
mills, and therefore the global demand for
the Group’s products is directly correlated
to global demand for steel. Demand for
steel can affect both the underlying price
for iron ore, as well as the premium paid
for high grade iron ore, whereby steel
mills deliberately reduce the productivity
of blast furnaces during times of reduced
profitability by purchasing lower grade
iron ore products. Scrap steel prices also
have an impact on iron ore pricing as this
material can be substituted for iron ore in
certain types of steelmaking. There is also
a trend in the global steel industry towards
the production of Green Steel, which
involves the production of steel without
carbon emissions, and the risks presented
to the Ferrexpo business by this factor are
covered in a separate risk on page 59.

Global steel production in 2020 was
significantly impacted by the global
COVID-19 pandemic, with a significant
decrease in steel production seen across
the globe. The impact of the pandemic

on the steel sector was more severe and
longer lasting in Europe and Far Asia
(Japan, Korea and Taiwan), which are all
important regional destinations for iron ore
pellets, compared to the steel industry in

Risk mitigation

Ferrexpo is a low cost producer relative
to the majority of its peers, positioned
on the lowest quartile of the pellet

cost curve, which is provided in the
Market Review section on pages 10
and 11. Ferrexpo’s operating costs

52

China, which recovered to produce above
2019 levels sooner than other regions.

The impact of this shifting dynamic in the
industry resulted in significant inflows

of iron ore pellets into China during the
middle of 2020 and a material decrease in
the Chinese pellet premium, which dropped
from US$25 per tonne in early January
2020 to less than US$5 per tonne in August
2020. This decrease in pellet premiums
affected the Group’s financial performance,
with over 50% of the Group’s sales in 2020
going to China. In addition, the Company
faced increased risk around the transport
of increased volumes of products to

Asia by oceangoing vessel, compared to
the Group’s train shipments to Europe.

The global steel industry is recovering,
however, back to 2019 levels, according

to data from the World Steel Association,
which shows steel production in China in
December 2020 above the level seen a year
earlier. Ferrexpo remains vigilant, however,
to further effects from the global COVID-19
pandemic and any potential impacts on
global steel output in 2021 as a result.

are partly correlated with commodity
prices. When the commodities cycle
is in a downward phase, and Ferrexpo
typically receives a lower selling price,
its cost base in general also reduces.
The Ukrainian Hryvnia is a commodity-

Responsibility

n/a (Ferrexpo is not large enough to
influence global market dynamics)

Risk appetite

Medium

Link to strategy
3and5

=

Further reading

For further information
on the global market for
steel demand in 2020,
please see the Market
Review section on
P10-11

related currency and historically over

the long term it has depreciated during
periods of low commodity prices,
although movements of the Hryvnia
against the US Dollar can also be
influenced by short-term political factors.



3. RISKS RELATED TO REALISED PRICING
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3.1 CHANGES IN PRICING METHODOLOGY

Risk overview

Pricing formulas for iron ore pellets are
governed by a number of factors, including
the iron ore fines price, a premium for
additional ferrum content (if applicable),
pellet premiums, freight rates and
additional quality premiums and discounts
depending on the type of iron ore pellet or
concentrate supplied and its chemistry.
Industry-wide factors, which are outside of

EZED

Risk mitigation

Ferrexpo endeavours to achieve the
prevailing market price at all times,
and is a low cost producer that aims
to be cash flow positive throughout
the commodities cycle. For more

3.2 LOWER IRON ORE PRICES

the Group’s control, can influence the
methodology for pricing iron ore products,
in addition to the various premiums and
discounts that are applied by individual
customers and individual regions.
Premiums or discounts paid for specific
characteristics may change and adversely
impact the Group’s ability to market
specific products.

information on its position on the cost
curve, please see Operational Review
section on pages 22 to 23. The Group
also has the logistics capability to

divert sales to other markets to offset

Responsibility

Chief Executive Officer and
Chief Marketing Officer

Risk appetite

Medium

Link to strategy
1,3and 5

any regional weakness, as was seen
during 2020 when the Group was
able to redirect additional tonnages
to Asia to meet increased relative
demand for pellets in China.

Risk overview

Ferrexpo’s iron ore products are priced
using the iron ore fines index, and as such,
lower iron ore fines pricing would
negatively impact the Group’s ability to
generate cash, potentially affecting
shareholder returns, the Group’s ability to
repay existing debt facilities and capital
investment plans for future production. In
2020, the high grade iron ore fines price
(65% Fe), which is the most applicable
index for Ferrexpo’s iron ore products,
averaged US$122 per tonne, compared to
an average of US$104 per tonne in 2019.

onnse | 4

Risk mitigation

Ferrexpo is a low cost producer relative
to the majority of its peers, positioned
on the lowest quartile of the pellet

cost curve. Ferrexpo’s operating costs
are partly correlated with commodity
prices. When the commodities cycle

is in a downward phase, and Ferrexpo
typically receives a lower selling price,

The price for medium grade iron ore fines
(62% Fe) as of 1 March 2021 was US$174
per tonne, whereas the analyst consensus,
as of early March 2021, for iron ore fines
(62% Fe) pricing in 2021 was US$131 per
tonne and the forward curve for delivery of
62% Fe iron ore fines material in December
2021 was US$135 per tonne, with both,
therefore, indicating an expected decline in
pricing in the year ahead. For further
information on the iron ore market in 2020,
please see the Market Review section on
pages 10 to 11.

but the Group’s cost base also tends

to decline as a result of local currency
devaluation. The Ukrainian Hryvnia

is a commodity-related currency and
historically over the long term it has
depreciated during periods of low
commodity prices, although movements
of the Ukrainian Hryvnia against the

Responsibility

n/a (Ferrexpo not large enough to influence
global iron ore pricing)

Risk appetite

Medium

Link to strategy
1,3and 5

US Dollar can also be influenced by
short-term political factors. Ferrexpo
regularly reviews options to hedge the
price of its output; however, its current
strategy is not to enter into hedging
agreements. Ferrexpo has maintained
positive profit and cash generation
throughout the iron ore price cycle.
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Principal Risks
continued

3.3 PELLET PREMIUMS AND PELLET SUPPLY

Risk overview

Iron ore pellets are utilised by steel mills to
improve productivity through their inherent
characteristics as a pellet and the higher
grade nature of Ferrexpo’s iron ore pellets.
At times of lower steel mill profitability,
steel producers are known to reduce
demand for higher cost inputs such as iron
ore pellets, in order to reduce the cost of
steel production and to protect steel
margins. This has the potential to
negatively affect the pellet premium, and
by extension, the profitability of Ferrexpo,
since the majority of Ferrexpo’s profit
margin has come from its ability to receive
the pellet premium. Risks to the pellet
premium also exist in replacement of
pellets in the blast furnaces operated by
Ferrexpo’s customers with alternatives,
such as lump ores, and a significant
increase in this substitution would have the
potential to reduce pellet premiums.
Further supply of pellets into the global

onnse | 4

Risk mitigation

Ferrexpo primarily sells high quality
pellets, which underpin demand for
its product throughout the commodity
cycle. Should the pellet premium
decline, Ferrexpo has one of the
lowest pellet conversion costs in the
industry, which should ensure that

it is able to remain a competitive

=

Further reading

For further information on the global
market for steel demand in 2020,
please see the Market Review
section on P10-11
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export market would also have the
potential to reduce pellet premiums and a
pellet producer in Brazil, which was offline
since 2015, returned to production in late
2020. Recent trends in the global steel
industry have led steel producers towards
targeting lower carbon emissions, and iron
ore pellets are a method for achieving such
a reduction, since iron ore pellets do not
require sintering prior to conversion into
steel. If, however, this trend towards an
environmentally friendlier method of steel
production were to reverse in the future,
this could also negatively affect demand

for iron ore pellets, and by extension, lower

pellet premiums. Lower pellet premiums
could impact the Group’s ability to pay
dividends to shareholders, repay debt
amortisation and could result in lower
levels of capital investment (including
sustaining capex).

producer. Ferrexpo also has the
ability to produce iron ore concentrate
should market conditions make this
product more economically viable.

Ferrexpo’s pelletising costs in 2020 were
approximately US$11 per tonne and,
therefore, lower than the pellet premium

Responsibility

Chief Executive Officer and
Chief Marketing Officer

Risk appetite

Medium

Link to strategy
1,3and5

seen in 2020 in both the Atlantic and
China spot markets. Please see the
Market Review section on pages 10-11 for
more details. Should, however, the pellet
premium fall below the cost of pelletising
material, the Group has the option to

halt pelletising operations and produce
concentrate instead for a period of time.



3.4 SEABORNE FREIGHT RATES
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Risk overview

As iron ore is a bulk commodity, seaborne
freight rates are an important component
of the cost to deliver product to a
customer. An increase in freight rates will
reduce the net price received from a
customer, and reduce profitability, while a
reduction in freight rates will increase the
net price received from a customer.
Seaborne freight rates, such as the C3
freight index, are published by the Baltic
Exchange. The C3 freight index represents
the cost for ocean transportation for iron
ore from the Brazilian port of Tubarao
(where the largest seaborne pellet supplier
is based) to Qingdao, China (the world’s
largest steel producer). Ferrexpo’s received
price is referenced to transparent freight
indices such as the Baltic Exchange C3
freight index. In 2020, the C3 freight index
fell to an average of US$15 per tonne,

D

Risk mitigation

Ferrexpo has its own in-house

freight and distribution specialists
who procure freight competitively
on behalf of the Group. Ferrexpo’s

down from US$19 per tonne in 2019, with
this decrease coming as a result of the
global COVID-19 pandemic and lower
global demand for oil as a result. Freight
rates are largely influenced by the price of
oil and demand for oceangoing vessels
from bulk commodity producers. As of

1 January 2020, the International Maritime
Organization enforced a new 0.5% global
sulphur cap on fuel content in the shipping
industry from the previous 3.5% limit.
Subject to supply and demand dynamics,
including steel mill profitability, the
introduction of IMO 2020 could have the
potential to increase freight costs in future,
due to the installation cost of scrubbers or
the higher cost of compliant fuel, for iron
ore suppliers across the industry and
reduce net prices and thus impact
profitability.

geographic proximity to its European
customers is a competitive advantage
compared to other iron ore producers.

Responsibility

Chief Marketing Officer and
Group Freight Manager

Risk appetite

Medium

Link to strategy
2,3and 5
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Principal Risks
continued

4. OPERATING RISKS

4.1 OPERATING RISKS RELATED TO MINING, PROCESSING, PELLETISING AND LOGISTICS

Risk overview

Ferrexpo operates three open pit mining
operations, a large scale beneficiation
plant and four pelletising lines, which all
involve the processing of significant
volumes of material, and, therefore, have
inherent significant associated risks due to
their size and complexity of operations. In
mining, there are inherent risks associated
with open pit mining, including
geotechnical risks, risks related to
groundwater and surface water ingress,
risks surrounding mine planning decisions,
and risks related to critical equipment
failure. In the Company’s beneficiation and
pelletising operations, there are risks
associated with critical equipment failure,
as well as risks specific to the potential

failure of the Group’s tailings dam facilities.

D

Risk mitigation

The Group aims to continually
reinvest its profits into its business to
simultaneously sustain and expand its
production and logistics capabilities.
Extensive monitoring by in-house
planning departments, in addition to
external certification by third party
consultants, help to mitigate risks
around the Group’s mining, processing,
pelletising and logistics operations,
including the Group’s tailings dam. To

56

Logistics risks relate to the business’s
reliance on the ease of transport of its iron
ore products to customers, in addition to
the consistent supply to the Group’s
operations of key consumables such as
fuel for mining and natural gas for
pelletising. Lower volumes, higher costs
and financial penalties due to poor quality
and late delivery can impact the Group’s
cash generation ability, reducing liquidity
levels and impacting capital investment”
levels as well as its ability to repay debt
and pay dividends to shareholders. Poor

pellet quality or late delivery of product can

also affect the Group’s ability to perform
according to customer contracts and its

ability to maintain and renew contracts in
the future.

mitigate risk in relation to the Group’s
logistics business and delivery of iron
ore products to customers, the Group
strives to operate its own equipment
and facilities where possible, and as a
result the Group owns a fleet of 2,850
railcars within Ukraine, a fleet of 154
barges on the River Danube, and has a
49.9% interest in a berth at the port of
Pivdennyi (formerly known as Yuzhny).
The Group also operates a talent

Responsibility

Chief Executive Officer,
Chief Marketing Officer and
Chief Operating Officer

Risk appetite

Medium

Link to strategy
2,3and5

management and leadership programme
to ensure management coverage of
business-critical roles. This involves

the annual assessment of all managers
across the Group of approximately 300
people. The results are presented to the
Operations Management Committee, the
Executive Committee and the Board.



4.2 OPERATING RISKS RELATED TO HEALTH AND SAFETY
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Risk overview

The mining and processing of iron ore is
often associated with a hazardous working
environment as it includes the use of
explosives and the operation and repair of
large mining machinery, amongst other
things. Failure to provide a safe work
environment for the Group’s workforce and
failure to ensure the right safety culture and
subsequent safe behaviours can impact
the Group’s social licence to operate.
Fatalities and lost time injuries negatively
impact the workforce, their families and the
communities in which we operate, and it
can result in production stoppages due to
regulatory interventions. The Group had
one fatality in 2020 (2019: zero fatalities)
and the Group’s lost time injury frequency
rate (“LTIFR”) was 0.79 (2019: 0.58). Whilst
the LTIFR result for 2020 represents an
increase on the prior year, it should be

EED

Risk mitigation

The Group seeks to address the risks
around the overall health and safety

of its operations through a number of
leading and lagging indicators. Leading
indicators focus on measuring progress
on efforts to reduce the incidence of
safety-related events and these include
health and safety training programmes,
health and safety-specific audits of
working areas and working practices,
hazard reports and the number of

high visibility safety tours by senior
managers. Lagging indicators measure
progress made through a reduction in
the number of safety events that occur
at the Group’s operations, including
the number of fatalities in a reporting
period, the number and frequency of
lost time injuries, near miss events

and road traffic accidents. It is the
Group’s intention to instil a safety first

noted that this figure is 22% below the
Group'’s five-year trailing average LTIFR
and is also significantly ahead of a number
of the world’s largest iron ore miners,
located in the Pilbara region of Western
Australia, which collectively achieved a
LTIFR result of 1.6 in the most recently
published data (2019-20), as published by
the government of Western Australia’.

COVID-19 has presented the Group with an
additional group of risks in 2020 that have
otherwise not been experienced previously.
Ferrexpo has a workforce of nearly 11,000
employees and contractors, the majority of
whom work in close proximity with other
individuals, and transmission of the
COVID-19 virus in the workplace represents
a significant risk to the health and
wellbeing of Ferrexpo’s workforce.

ethic within its workforce, and as a result
promote a culture of safety reporting
incidents, regardless of whether an
injury was incurred. As a result, it is

the goal of the Group’s management

to increase the volume of reporting of
leading indicators (for example, safety
training courses and the number of
emergency drills), as well as increase
the number of lagging indicators,

such as near miss events, in order to
learn from these events and avoid any
reoccurrences happening. A portion

of all employees’ total remuneration,
especially the bonus structure, is also
linked to team and individual safety
performance. Further details of the
Group’s safety performance are provided
in the Responsible Business section of
this report; please see pages 26 to 39.

Responsibility

Chief Executive Officer,
Chief Marketing Officer and
Chief Operating Officer
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Risk appetite

Low

Link to strategy
1,2,3,4and 5

In relation to the specific risks posed
by COVID-19, the Group has taken
significant steps to reduce the risk of
transmission in Ferrexpo workplaces,
from demobilising up to a third of the
Group’s employees to work remotely,
through to the provision of training
and materials to raise awareness on
the virus for those who cannot work
remotely, as well as enhanced cleaning
protocols in Ferrexpo work areas.

Further details of the Group’s efforts
to stem the risk of transmission of the
COVID-19 virus are detailed on page 9
as well as an overview on page 60 of
the risks posed by COVID-19 and risk
mitigations that the Group has taken.

1 Latest available period: 12 months to June 2020. http://www.dmp.wa.gov.au/Documents/Safety/MSH_Stats_Reports_SafetyPerfWA_2019-20.pdf
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Principal Risks
continued

4.3 OPERATING RISKS RELATED TO OPERATING COSTS

Risk overview

Ferrexpo’s overall ability to generate cash
is predicated on its ability to maintain a low
cash cost of production across its
business, including the Group’s mining,
processing, pelletising and logistics
businesses. A number of factors affect the
Group’s ability to remain cost effective
relative to its iron ore producing peers,
including the component of the Group’s
cost base that relates to global commodity
prices, such as fuel, gas, explosives, tyres
and steel grinding media.

The commodity-linked component of the
Group’s cost base has historically
represented approximately 50% of the total
C1 cash costs”. In times of relatively high
iron ore prices the cost of production tends
to increase due to commodity cost
inflation; however, during periods of low
commodity prices the cash cost is typically
reduced. A second important driver of C1
cash costs” is local currency, the Ukrainian
Hryvnia, and this has historically directly

Risk mitigation

Ferrexpo sits in the bottom half of

the pellet cost curve, and as such
maintains a degree of competitiveness
over its pellet producing peers in
countries such as Brazil, Canada and
Sweden. Many of the Group’s costs
which relate to commodity prices

will also impact Ferrexpo’s peers

to a similar extent, and as such, in
times of higher commodity prices, the
Group should be able to maintain its
cost competitiveness relative to its
competitors. In 2021, Ferrexpo expects
to increase production volumes, which
will aid production costs through
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affected approximately 50% of the Group’s
total C1 cash costs”. The Ukrainian Hryvnia
is a commodity-related currency and
historically over the long term it has
depreciated during periods of low
commodity prices, although movements of
the Ukrainian Hryvnia against the US Dollar
can also be influenced by short-term
political factors.

In 2020, the Group’s C1 cash costs” of
production decreased by 13% to US$41.5
per tonne from US$47.8 per tonne. See the
Financial Review section of this report
(pages 18 to 21) for a description of the
factors impacting operating costs.

the dilution of fixed costs, and will
potentially enable the Group to offset
(to some extent) external cost inflation.

A number of the Group’s peer group
have in the past switched between
production of iron ore pellets and iron
ore concentrate, according to pellet
premiums and the profitability of
producing pellets. Ferrexpo’s pelletising
costs in 2020 were approximately
US$11 per tonne and therefore lower
than both the pellet premium seen in
2020 in both the Atlantic and China
spot markets (please see the Market

Responsibility

Chief Financial Officer and
Chief Operating Officer

Risk appetite

Low

Link to strategy
285

Review section on pages 10 to 11 for
more details). However, should the pellet
premium fall below the cost of pelletising
material, the Group has the option to
halt pelletising operations and produce
concentrate instead for a period of time.

The Group also has a Business
Improvement Programme aimed at
increasing efficiencies and reducing
costs by 1% to 2% per annum. Ferrexpo
has established several sources of
suppliers for key products as well as
several supply routes to ensure cost
effective supplies of all key consumables.



5. OPERATING RISKS RELATED TO CLIMATE CHANGE
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Risk overview

Climate change poses potential risk to
Ferrexpo in both the near term and long
term, through a variety of factors that range
from physical risks of climate change that
have the potential to directly affect
operations, market risks related to the
transition towards iron ore products that
enable a pathway to a carbon free future of
steel production, financial risks in the form
of lenders preferentially lending to projects
and assets that are considered to be
environmentally friendly, and reputational
risks related to stakeholder perceptions of
the Group. Physical risks include the
potential scarcity of water for mining
operations (dust suppression) and
processing activities, for example the water
in the Group’s flotation tanks that is used
to remove silica from the Group’s products.
Additional risks relating to climate change
are the potential for an increase in the
frequency and severity of storm events that
may impact the Group’s ability to access
sections of its open pit mines, or the
potential to interrupt logistics networks.
Market risks relate to trends that are
evident today in the global steel industry
whereby steel producers are targeting
carbon free steel production in the long
term (typically by 2050), in line with targets
set by national governments. Such a switch

onnse | ¥

Risk mitigation

The Company aims to be proactive
and transparent in its activities, to
inform stakeholders of its carbon
footprint and to provide details of

the work carried out to reduce the
Group’s carbon footprint in the short-,
medium- and long-term. Initiatives in
2020 have included the planning of a
5MW solar power plant, to be installed
at the Group’s main operating facility,
FPM, as a pilot plant. The Group has
also commenced a project to purchase

in steel production would necessitate a
move away from the blast furnace method
of steel production, which utilises coal to
fuel the steelmaking process, to the direct
reduced iron (“DRI”) pathway of producing
steel, which typically utilises either
electricity or natural gas as its source of
energy. This change in the global steel
industry will potentially reduce demand for
the Company’s main pellet type - the blast
furnace pellet, and as a result poses a risk
to pellet premiums paid for blast furnace
pellets. Conversely, this will increase
demand for direct reduction (“DR”) pellets
that are used in the DRI steelmaking
process and will therefore potentially
increase pellet premiums for DR pellets
instead. Reputational risks that relate to
climate change are whereby stakeholders
view the Group as having an excessive
carbon footprint, or as engaging in
activities that are not sufficiently beneficial
to the environment, and could lead to the
Group losing its social licence to operate,

creating difficulties in accessing sources of
external funding, a decrease in the Group’s

share price relative to its peers, or limiting
the Group’s ability to attract top managers
to work for its business.

electricity generated by low-carbon
(nuclear) or carbon-free (hydroelectric)
sources, so as to reduce the Company’s
Scope 2 emissions footprint, and to
simultaneously promote the use of
these power sources locally in Ukraine.
Ferrexpo also utilises sunflower husks
as a substitute for natural gas in its
pelletiser, which increased in 2020

to 25% of the total energy consumed

in the Group’s pelletiser (2019: 22%).
Through improved efficiencies throughout

Responsibility

Ferrexpo Board of Directors and
Chief Executive Officer

Risk appetite

Low

Link to strategy
1,2,3,4and 5

its operations, and increased biofuel
substitution of natural gas, the Group
reduced its Scope 1 footprint per tonne
by 8% in 2020. Through purchasing
greener forms of electricity, the
Company reduced its Scope 2 carbon
footprint per tonne by 21% in 2020.
Through a full year of greener energy
purchases, further productivity gains
and an expected increase in production,
the Group expects to deliver a further
reduction in its overall carbon footprint
on a per tonne basis in 2021.
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Principal Risks
continued

6. RISKS RELATED TO COVID-19

Risk overview

The global COVID-19 pandemic had a
significant impact on the world in 2020,
affecting economies, communities,
governments, businesses and individuals
on an unprecedented scale. Examples of
the effect of COVID-19 on a global level
include an increase in mortality rates
worldwide, a halt to international travel,
distorted trade patterns, and a significant
strain put on both national governments
and health care systems around the world.
On a local level, COVID-19 has isolated
communities, reduced the ability of
workers to attend their places of work and
for businesses to function, and has
therefore put individuals under increased
physiological, psychological, emotional
and financial strain as a result. The limiting
nature of the global pandemic, which has
resulted in the erection of significant
barriers to day to day life in 2020, has both
heightened existing risks facing the Group
as well as introduced new risks that the
business has not encountered previously.

Risk mitigation

Risk mitigation activities to ensure iron
ore pellet production was not affected
by, and continues to be unaffected

by, COVID-19 include the measures
implemented to protect individuals in the
Group’s workforce, as detailed below,
in addition to contingency planning
around potential business interruptions,
including events that may affect either
the supplies of key consumables or key
aspects of the Group’s logistics used
to supply customers with pellets. The
Group is confident that the measures
undertaken to insulate operations
against the effects of COVID-19 in

2020 were effective, as shown by the
7% increase in production seen during
the year, and the Group continues

to implement these measures as the
pandemic continues into 2021.

In relation to mitigating risks posed by
COVID-19 to the iron ore export market,
the Group maintains a global network
of marketing offices and an established
logistics network, enabling it to redirect
sales to markets according to global
demand. In 2020, COVID-19 resulted
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Risks posed to the Group as a result of

COVID-19 can broadly be categorised into

the effect of COVID-19 on the iron ore

market, the Group’s ability to produce and
its impact on the health and wellbeing of its
workforce. Please see commentary in this

section around the iron ore market (page

10 to 11) and the Group’s operations (page

22 to 23) for additional information.
Examples of specific risks relating to the
health and wellbeing of the Group’s
workforce include the health implications
of individuals contracting the COVID-19
virus, and the subsequent risk on the
business of their absence and potential

onward transmission to others, the inability

of the Group’s workforce to attend their
place of work and/or travel to Ferrexpo

offices and the subsequent impact of this

on the Group’s ability to produce and

distribute its pellets, and a heightened risk

of a deterioration in existing business
relationships as a result of contact with
both customers and providers of finance
being limited.

in a significant adjustment of demand
towards China, and the Group reacted

by shipping significantly greater volumes
of pellets to China as a result. This was
achieved through an increase in the
number of capesize vessels shipped from
the Group’s berth at the port of Pivdennyi
(formerly Yuzhny) from 28 in 2019 to

47 in 2020. The Group has additional
flexibility in its rail and barge operations
to adapt to further movements in global
pellet demand should they arise. Initial
indications have shown an acceleration
in pellet buying from steel mills in Europe
in the fourth quarter of 2020, resulting

in a normalisation of the pellet market in
this region as of the end of 2020. Global
demand for pellets remains strong,

with other geographic regions seeing a

resumption in buying activity in early 2021.

In relation to protecting its workforce
and local communities, the Group has
taken extensive measures throughout its
business in 2020. Steps taken to protect
the Group’s workforce include remote
working measures for those who can
conduct their activities remotely and

Responsibility

Ferrexpo Board of Directors and
Chief Executive Officer

Risk appetite

Low

Link to strategy
1,2,3,4and5

measures at workplaces for those who
are unable to work remotely, such as
social distancing of operating teams,
staggered shift patterns, the distribution
of canteen food to places of work, the
provision of sanitiser for handwashing
and COVID-19 specific training and
awareness initiatives. The Group also
regularly tests its workforce and conducts
contact tracing activities to limit the
potential spread of the COVID-19 virus
in Ferrexpo’s places of work. Further
details of the efforts made to protect
the Group’s workforce are provided

on page 9. In addition, the Group has
made extensive efforts to protect the
local communities that surround the
Group’s operations in Ukraine, through
a dedicated COVID-19 Response

Fund, which has approved funding of
US$2.5 million to be used in supporting
local hospitals in acquiring medical
equipment and supplies, in addition to a
further US$1 million of available funding
approved in early 2021. Further details
of Ferrexpo’s efforts to support local
communities during the global pandemic
are provided on pages 34 to 35.



Viability Statement

The Board monitors the
Group’s risk management and
internal control systems on an
ongoing basis, and confirms
that during the year it carried
out a robust assessment of the
principal and emerging risks
facing the Group, their potential
impact and the mitigating
strategies in place, as
described on pages 46 to 60.

Time horizon

The Board has reviewed the long-term
prospects of the business, which remain
aligned with Ferrexpo’s life of mine
assumptions. For the purposes of
assessing the Group’s viability in the
medium term, the Directors have chosen a
five-year time period given the long life
nature of mining assets, including the
period required to invest in such assets
and taking into account the cash flows
generated by those assets, as well as the
cyclical nature of the commodities industry.
As such, a five-year time period was
considered an appropriate length for the
Board’s strategic planning period.

Stress testing

In determining the viability of the business,
the Directors have stress tested the
individual risks and combination of risks
that could materially impact the future
viability of the business. The Group is
primarily exposed to changes in the iron
ore fines price, pellet premiums and

cost inflation. Based on 2021 expected
production volumes of 12.2 million tonnes,
and 13.1 million tonnes for years 2022 to
2024, a US$5.0 per tonne fall in the Group’s
received price would, if not mitigated,
reduce the Group’s underlying EBITDA?
by US$5.0 per tonne. Modelling indicates
that a general production cost increase

of 10% would decrease Group underlying
EBITDA* by US$3.7 per tonne, whilst a
10% decrease in production volumes, and
an associated 5% increase in production
costs, would decrease underlying EBITDA
by US$8.8 per tonne. Other stress

test scenarios included operational
incidents that have a significant impact

on production volumes, a deterioration

in the Group’s long-term cost position on
the industry cost curve or other operating
constraints due to Ukrainian country risk.
The scenario analysis includes severe
situations outside the normal course of

business, such as a breakdown in the
linkage between the movements of the
iron ore price with other commodity
prices, notably the oil price which forms a
significant component of the Group’s cost
base or an appreciation of the Ukrainian
Hryvnia when the iron ore price is weak.

Mitigating actions include a reduction or
cancellation of discretionary expenditure
such as dividends, non-essential capital
investment and repairs and maintenance,
or other operating costs, adjusting
capital allocation, reducing working
capital requirements, altering mining
schedules and accessing additional
funding. The Directors take comfort in
the Group’s historical cash generation
ability, particularly in 2015 and 2016 at a
time when the iron ore price was trading
at a cyclical low. Since 1 January 2016,
the Group has reduced its net financial
indebtedness by over US$870 million and
it currently has a strong financial profile.

Although the Group navigated successfully
through the unprecedented period of
the COVID-19 pandemic in 2020, reverse
stress tests have been performed in
order to understand the impact of more
significant changes in circumstances

in terms of the resilience of the Group’s
business model and its cash balance.
The reverse stress test addressed
significant adverse changes of sales
prices, production costs and volumes.

Viability Statement

Based on the results of this analysis,
the Directors have a reasonable
expectation that the Group will be
able to continue to operate and meet
its liabilities as they fall due over the
five-year period of this assessment.

Prospects

The Directors, having assessed the
Group’s current position and the principal
and emerging risks related to the Group’s
business model, believe the long-term
prospects of the Group remain sound.
Principally, this is due to Ferrexpo’s
competitive cost position on the iron ore
cost curve, its high quality product that
commands a price premium in a niche
market with high barriers to entry, a first-
class customer portfolio, a well-invested
asset base and favourable long-term
industry dynamics supporting pellet
consumption. The Directors also note
the resilience shown during the global
COVID-19 pandemic in 2020, whereby
production volumes increased by 7%,

Ferrexpo plc Annual Report & Accounts 2020

despite significant measures implemented
to mitigate the impact of the COVID-19
virus on operations. Furthermore, the
Group showed adaptability in light of the
global COVID-19 pandemic, which shifted
global pellet demand away from traditional
pellet export markets in Europe, and
increased pellet demand in China. The
Group was able to quickly respond to this
shift, increasing shipments via the Group’s
berth at the port of Pivdennyi (formerly
Yuzhny) and increasing the number of
capesize vessels from 28 in 2019 to 45 in
2020. The Directors also note the potential
impacts of climate change on the Group,
including environmental and social factors
related to climate change, as well as the
recent shift towards Green Steel (carbon
free steel). Ferrexpo is well positioned in
this regard through its production of iron
ore pellets, which are currently the main
identified pathway to producing Green
Steel, via direct reduction pellets. As
such, the Group commenced production
of direct reduction pellets in 2020, with
further trial cargoes planned for 2021.

The Strategic Report was approved by
the Board and signed on its behalf by:

Lucio Genovese
Chair
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Corporate Governance Report

Chair’s Introduction

Lucio Genovese
Chair

i1

Improving Board diversity
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Dear Shareholder

| am delighted to present my first
Corporate Governance Report since my
appointment as Chair, which sets out our
governance structure and highlights the
governance activity of the Board and its
principal committees during the course of
the year.

The Board remains fully committed to
maintaining good corporate governance
practices throughout the Group. The
structure, policies and procedures we
have adopted, which are described in
this report, the Directors’ Report and

the reports of the various committees,
reflect this commitment, but we recognise
the need to keep them under review and
to make changes where necessary to
ensure that standards are maintained
and to reflect evolving best practice. This
report also explains how we have applied
the principles of the 2018 Corporate
Governance Code during the year.

As | reflect on the challenges,
achievements and developments over
the last year, it is clear that the COVID-19
pandemic presented unprecedented
circumstances. The pandemic tested
every aspect of the business, the
resilience of our people and our system
of governance and internal control.

The Board’s role includes managing the
risks facing the business. This includes
taking into account the risks associated
with the country of operation,
counterparties, operational and financial
risks including health, safety,
environmental and climate change risks,
together with market volatility, pricing,
financing and refinancing exposures. As
new risks emerge our approach to
evaluating risk appetite is reassessed.

COVID-19 response and
governance framework

As a responsible Board, our priority over
the past year has been the safety and
wellbeing of our employees globally. We
responded and adapted quickly to the
challenges which COVID-19 presented to
ensure business continuity and safeguard
our operations, whilst maintaining good
corporate governance practices and our
system of internal control. Our prompt
response to implement effective measures
meant that, despite the global disruption,
the Board and its Committees continued to
function effectively and without disruption.
With the exception of meetings held earlier
in the year, all scheduled Board and Board
Committee meetings were held virtually.

Adapting to new ways of working during the
pandemic, the Board and its Committees
regularly met via video conferencing

due to the stay at home measures and
social distancing requirements. This was
an effective way of maintaining good
corporate governance, the corporate
agenda, the flow of information across the
Group and delivery of the Group’s strategy.

Despite the challenges of remote working
we continued to enhance our shareholder
and stakeholder engagement and place
their interests at the centre of our
considerations for key decisions. Our
section 172 Statement set out on pages 44
to 45 provides further details on how the
Board complied throughout the year.

Supporting local communities
during COVID-19

In 2020, in addition to our continued
support for communities locally, COVID-19
special funding in the amount of US$2.5
million was provided to support the local
community in Horishni Plavni for the
purchase of Personal Protective Equipment
and equipment for local hospitals (see
Responsible Business section of the
Strategic Report on pages 26 to 39).
Community support activities took place
exclusively in Ukraine and donations were
made within a Board-approved framework
agreed annually at the time of setting the
budget; they are subject to the internal
control and approval limits applicable
within the individual subsidiaries of the
Group, which are set by the Board.

The Board exercises control of the local
charitable spending via its Health, Safety,
Environment and Community (“HSEC”)
Committee, which oversees and directs
these activities and receives reports
detailing the spend.

The Audit Committee reviewed reporting
from the external auditors in relation to
their procedures on HSEC Committee as
part of their audit of the Group.

Board changes

There were a number of key Board changes
during the year. Steve Lucas, former Chair,
announced his intention to retire for
personal reasons after the 2020 AGM once
an orderly succession process had been
put in place. Following an extensive search
and benchmarking process led by the
Nominations Committee together with
external consultants, on 24 August 2020,
the Board appointed me as Chair of the
Company. On 28 May 2020, Jim North was
appointed as Acting CEO in place of Chris



Mawe who returned to his role as CFO and,
it was subsequently announced that

Mr Mawe would leave his position as CFO
once an orderly transition process had
been established. On 30 July 2020, Roman
Palyvoda was appointed as Acting CFO.
On 5 July 2020, Jim North was appointed
an Executive Director of the Company.

Throughout the year, the Board continued
its search for Independent Non-executive
Director candidates led by the Nominations
Committee and supported by external
consultants. | am pleased that Ann-Christin
Andersen has recently agreed to join the
Company as an Independent Non-
executive Director. The Board is committed
to appointing another independent
Non-executive Director to further
strengthen the Board and its Committees.
This process is being led by the
Nominations Committee supported by
international search consultants.

FC Vorskla

As previously disclosed, the Committee of
Independent Directors (“CID”) has been
conducting a review into FC Vorskla
sponsorship arrangements. Significant
progress has been made and the review
has now been completed. See page 78 for
further details.

Key highlights in 2020:
— proactive response to COVID-19;
— focus on climate change;

— enhance procedures and internal
controls improving the Corporate
Governance framework;

— third Employee Engagement Survey;
— appointment of Chair;

— appointment of Executive Director;
— appointment of Acting CEO;

— appointment of Acting CFO;

— focus on shareholder and key
stakeholder engagement; and

— Remuneration Policy review.

Key priorities for 2021:
— continued management of COVID-19;

— Health & Safety and employee
wellbeing;

— climate change;

— appointment of an independent
Non-executive Director;

— Board diversity;

— succession planning at Board and
management level; and

— cyber security.

Post AGM engagement

During the year, we consulted with
shareholders on a number of important
corporate governance issues, four

of which following significant votes
against Resolutions 2, 9, 10 and 12 at
the 2020 AGM (approval of Directors’
Remuneration Report, re-election of Vitalii
Lisovenko, Steve Lucas and Kostyantin
Zhevago) and one following significant
votes against Resolution 1 at the 2020
General Meeting (re-election of Vitalii
Lisovenko). Based on the feedback
received, the Board understands that
the votes against arose as a result of
concerns over corporate governance.
Actions taken in response included:

— the appointment of Lucio Genovese as
Chair;

— alignment of all Non-executive Director
fees;

— enhanced procedures and internal
controls as part of the process of
improving the overall corporate
governance framework; and

— enhanced shareholder engagement.

The Company has continued its
search for diverse independent
candidates to strengthen the profile
of the Board. This work remains
ongoing (please see Nominations
Committee Report on page 82).

Lucio Genovese
Chair
16 March 2021
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Board of Directors
A refreshed Board with the right
mix of skills and experience

Raffaele (Lucio)
Genovese
Non-executive Chair

Vitalii Lisovenko
Senior Independent
Non-executive Director

Jim North

Acting Chief Executive
Officer and Executive
Director

Fiona MacAulay
Independent
Non-executive Director

Date of appointment
24 August 2020 as Chair

13 February 2019 as
Non-independent Non-
executive Director

Current external
appointments

Currently, he serves as chief
executive officer of Nage Capital
Management AG, a Swiss based
investment and advisory firm,
since 2004; non-executive
director of Mantos Copper SA
since September 2015; and
Nevada Copper Inc since 2016.

Previous appointments
Previously, he was chair of
Firestone Diamonds Plc, 2012-
2020; an Independent Non-
executive Director of Ferrexpo
plc, 2007-2014; independent
non-executive director of Ferrous
Resources Limited, 2014-2019;
senior executive officer, Copper
Division, Glencore International,
1996-1999 and chief executive
officer, CIS Operations, Glencore
International, 1992-1998.

Skills, expertise and
contribution

Lucio contributes to Ferrexpo
plc over 30 years’ of commercial
experience in the metals and
mining industry. He worked

at Glencore International

AG where he held several

senior positions including

the CEO of the CIS region.

Lucio brings a deep knowledge
across the Ferrous and Non-
Ferrous Mining sector, including
in iron ore. He has extensive
experience of operating in
emerging markets, specifically
in Russia and the CIS states.
As a previous Board member
(from 2007 to 2014) and as a
Board member of Ferrexpo
AG, Lucio has in-depth
knowledge of the Group which
is extremely valuable to the
Company at a Board level.

Committee membership
Lucio is the Chair of the
Nominations Committee.
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Date of appointment
28 November 2016

Current external
appointments

Currently, he serves as a non-
executive adviser to the Minister
of Finance of Ukraine, having
previously served as an executive
counsellor to the Minister of
Finance. He also serves as a
non-executive director of the
Supervisory Board of National
Depositary of Ukraine and a non-
executive alternate director, Black
Sea Trade and Development
Bank (Greece) since 2014.

Previous appointments
Previously, he was an executive
director of Ukreximbank
(Ukraine), 2006-2010; an
executive director of Alfa Bank
Ukraine, 2010-2014; a non-
executive director of Amsterdam
Trade Bank, 2013-2014; and
since 1994 held various positions
in the Finance Ministry of Ukraine.
He also was an Associate
Professor of Finance at the Kyiv
State Economic University.

Skills, expertise and
contribution

Vitalii contributes to Ferrexpo
plc over 20 years’ experience
in government finance. In 2005,
he served as the head of the
Trade and Economic Mission
at the Ukrainian Embassy in
London. He was an Associate
Professor of Finance at the Kyiv
State Economic University.

Vitalii brings extensive
experience in the field

of Ukrainian government
finance together with a deep
understanding of geopolitical
developments in Ukraine which
is valuable to the Group.

Date of appointment
5 July 2020 Executive Director

28 May 2020 as Acting
Chief Executive Officer

1 November 2014 as Chief
Operating Officer

Current external
appointments
None.

Previous appointments
Previously, he was Chief
Operating Office