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Note
2009

(unaudited)
2008

(unaudited)*

Sales
Sales - external 2,749,623                4,311,728                
Sales - to related parties 5 46,707                     47,332                     

3 2,796,330                4,359,060                

Cost of sales (2,739,818)               (3,160,773)               

Gross profit 56,512                     1,198,287                

General and administrative expenses (204,996)                  (232,494)                  
Distribution expenses (183,939)                  (281,983)                  
Indirect taxes and contributions (37,178)                    (46,616)                    
Share of associates' income/(loss) 3,759                       (542)                         
Net loss from securities operations (8,537)                      (10,008)                    
Loss on disposal of property, plant and equipment (643)                         (13,725)                    
Net other operating (expenses)/income 4 (435)                         194,859                   

(Loss)/profit from operations (375,457)                  807,778                   

Impairment of non-current assets (26,753)                    (1,836)                      
Negative goodwill -                               2,166                       
Net other non-operating expenses (11,096)                    (32,610)                    

(Loss)/profit before financing and taxation (413,306)                  775,498                   

Interest income 28,352                     29,026                     
Interest expense (150,134)                  (93,746)                    
Foreign exchange difference (381,408)                  13,720                     

(Loss)/profit before income tax (916,496)                  724,498                   

Income tax benefit/(expense) 241,858                   (241,243)                  

(Loss)/profit for the period (674,638)                  483,255                   

Attributable to:
shareholders of OAO Severstal (643,928)                  469,802                   
non-controlling interests (30,710)                    13,453                     

Weighted average number of shares outstanding
during the period (millions of shares) 1,005.2                    1,007.7                    

Basic and diluted earnings per share (US dollars) (0.64)  0.47                         

Three months ended March 31,

* These amounts reflect adjustments made in connection with completion of purchase price allocation and acquisitions
   from Majority Shareholder.

 

 
These consolidated condensed interim financial statements were approved by the Board of Directors 
on May 12, 2009. 
 
The accompanying notes form an integral part of these consolidated condensed interim financial 
statements.
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2009
(unaudited)

2008
(unaudited)*

(Loss)/profit for the period (674,638)                  483,255                   

Other comprehensive (loss)/income
Foreign exchange difference (692,722)                  450,697                   
Changes in fair value of cash flow hedges (7,088)                      (35,601)                    
Revaluation of available-for-sale investments 11,969                     -                               
Amortization of fair value adjustment upon acquisition of subsidiary to 
previously held interest (749)                         -                               
Income tax relating to components of other comprehensive (loss)/income (1,036)                      9,115                       

Other comprehensive (loss)/income for the period, net of tax (689,626)                  424,211                   

Total comprehensive (loss)/income for the period (1,364,264)               907,466                   

Attributable to:
shareholders of OAO Severstal (1,310,065)               867,605                   
non-controlling interests (54,199)                    39,861                     

Three months ended March 31,

* These amounts reflect adjustments made in connection with completion of purchase price allocation and acquisitions
   from Majority Shareholder.

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



OAO Severstal and subsidiaries 
 

Consolidated condensed interim statements of financial position 
March 31, 2009 and December 31, 2008 
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Note
March 31, 2009

(unaudited) December 31, 2008
Assets
Current assets:
Cash and cash equivalents 2,270,360                     2,653,742                     
Short-term bank deposits 382,407                        818,545                        
Short-term financial investments 66,694                          112,782                        
Trade accounts receivable 1,449,569                     1,942,268                     
Accounts receivable from related parties 6 36,025                          63,831                          
Inventories 3,531,530                     4,278,554                     
VAT recoverable 337,999                        360,838                        
Income tax recoverable 145,246                        172,947                        
Other current assets 284,062                        280,082                        
Assets held for sale -                                    8,872                            
Total current assets 8,503,892                     10,692,461                   
Non-current assets:
Long-term financial investments 66,905                          69,982                          
Investments in associates and joint ventures 101,992                        104,142                        
Property, plant and equipment 9,111,615                     9,868,305                     
Intangible assets 1,331,380                     1,454,486                     
Restricted cash 27,382                          21,703                          
Deferred tax assets 387,020                        227,492                        
Other non-current assets 39,624                          41,615                          
Assets held for sale 15,456                          -                                    
Total non-current assets 11,081,374                   11,787,725                   
Total assets 19,585,266                   22,480,186                   
Liabilities and shareholders' equity
Current liabilities:
Trade accounts payable 1,239,468                     1,526,818                     
Accounts payable to related parties 6 31,669                          71,960                          
Short-term debt finance 7 2,029,474                     1,977,513                     
Income tax payable 33,594                          46,958                          
Other taxes and social security payable 184,056                        210,992                        
Dividends payable 6,666                            128,715                        
Other current liabilities 662,557                        805,619                        
Liabilities related to assets held for sale -                                    4                                   
Total current liabilities 4,187,484                     4,768,579                     
Non-current liabilities:
Long- term debt finance 7 5,494,925                     6,278,004                     
Deferred tax liabilities 404,167                        509,327                        
Retirement benefit liabilities 747,971                        779,296                        
Other non-current liabilities 563,375                        591,290                        
Liabilities related to assets held for sale 10                                 -                                    
Total non-current liabilities 7,210,448                     8,157,917                     
Equity:
Share capital 3,311,288                     3,311,288                     
Treasury shares (26,303)                         (26,303)                         
Additional capital 1,165,530                     1,165,530                     
Foreign exchange differences (580,343)                       83,812                          
Retained earnings 3,850,727                     4,495,458                     
Other reserves 16,515                          18,497                          
Total equity attributable to shareholders of parent 7,737,414                     9,048,282                     
Non-controlling interests 449,920                        505,408                        
Total equity 8,187,334                     9,553,690                     
Total equity and liabilities 19,585,266                   22,480,186                   

 
The accompanying notes form an integral part of these consolidated condensed interim financial 
statements. 
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6. Related party balances 
 

March 31, 2009
(unaudited) December 31, 2008

Joint ventures' balances

Short-term trade accounts payable 136                           5,267                        

Other related party balances

Cash and cash equivalents at related party bank 114,654                    322,865                    

Deposits with related party bank and pension fund 77,784                      115,488                    

Accounts receivable from other related parties:
Trade accounts receivable 20,632                      27,796                      
Advances paid 1,721                        4,812                        
Other receivables 13,536                      31,223                      

Short-term loans 11,804                      2,952                        
Short-term promissory notes 5,374                        18,951                      

Long-term loans 7,447                        19,155                      
Held-to-maturity securities and deposits 1,269                        1,485                        

61,783                      106,374                    

Short-term trade accounts payable to other related parties:
Trade accounts payable 22,825                      38,644                      
Advances received 701                           1,353                        
Short-term payables for acquisition of subsidiaries -                                10,211                      
Other accounts payable 8,007                        16,485                      

31,533                      66,693                      

Debt financing includes the following balances with 
other related parties:
Short-term debt financing 14,421                      32,186                      
Long-term debt financing 2,196                        1,675                        

16,617                      33,861                      
 

 
The amounts outstanding are expected to be settled in cash. The Group did not hold any collateral for 
amounts owed by related parties. 
 
 
7. Debt finance 
 
In February 2009, the Group has repaid its US$325.0 million Eurobonds – 2009, upon the maturity.  
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8. Acquisitions and disposals 
 
Acquisitions from Majority Shareholder 

 
In January 2008, the Group completed the acquisition of a 100% stake in Baracom Limited for a total 
consideration of US$84.4 million. Baracom Limited owns 79.9% of the voting stock of the holding 
structure which controls 74.2% of SeverCorr LLC. SeverCorr is a mini-mill which produces high 
quality steel for motor-car, construction, pipe and engineering industries.  
 
Acquisitions from third parties 
 
In January 2008, the Group acquired a 91.6% stake in OAO StalMag for a total consideration of 
US$17.6 million. OAO StalMag is a ferroniobium producer which production will be used by the 
Group’s entities.  
 
A summary of assets and liabilities acquired is presented below: 
 
Short-term investments 6,374          
Trade and other accounts receivable 482             
Inventories 2,282          
Other current assets 3,236          
Property, plant and equipment 11,619        
Deferred tax assets 223             
Other current liabilities (2,630)         

Net identifiable assets and liabilities acquired 21,586        
Minority interest (1,820)         

Severstal's share of net identifiable
   assets and liabilities acquired 19,766        
Consideration paid in financial assets (17,600)       

Negative goodwill 2,166          
 

 
The acquiree’s profit since the acquisition date included in the Group’s profit for the period, as well 
as the revenue and profit of the acquired entity from the beginning of the period to the date of final 
acquisition are insignificant to the Group’s revenue and profit for the period. 
 
Acquisition of non-controlling interests  
 
In January 2008, the Group completed the acquisition of a 100% stake in Celtic Resources Holdings 
Plc. by acquiring the remaining 13.7% stake in the company for a total consideration of  
US$44.0 million. Celtic Resources Holdings is a mining company based in Dublin, Ireland, which 
owns and operates gold mines, including the Suzdal Mine (Alel JSC) and Zherek Mine (Zherek 
LLP) in Kazakhstan. 
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9. Segmental information 
 
The Group has four reportable segments: Russian Steel, Severstal Resource, Severstal North America 
and Lucchini. 
 
Russian Steel produces a wide range of products, including hot-rolled sheets, profiles, large-diameter 
pipes, and cold-rolled coated sheets encompassing special-grade sheets for the automotive industry, 
hot-rolled plates, metalware and long products on steel production facilities located in the Russian 
Federation. It sells steel products on domestic Russian market, serving the needs of the Russian 
automotive, construction, shipbuilding, oil and gas, engineering and other industries, as well as on the 
international market.   
 
Severstal Resource (former Mining segment) has its extraction facilities in Russia, Kazakhstan, USA, 
Burkina Faso and Lyberia producing iron ore, coal and gold.  
 
Severstal North America produces high-quality flat-rolled products, including hot-rolled, cold-rolled, 
electrogalvanized, hot-dip galvanized and tin plated steel, for customers in the automotive, converter, 
container, pipe and tube, building and construction, service centre and other markets in North 
America region. Severstal North America’s production facilities are located in the USA. 
 
Lucchini comprises several plants and service centers, located in Western Europe, primarily in Italy 
and France. It produces special and high quality steel and quality and specialty long products. This 
segment also includes its distribution network companies, which are located primarily in Western 
Europe. 
 
The following is an analysis of the Group’s sales and (loss)/profit before financing and taxation by 
segment:  
 

2009
(unaudited)

2008
(unaudited)

Sales
Russian Steel 1,157,110                 2,442,888                 
Severstal Resource 364,742                    627,250                    
Severstal North America 972,071                    591,308                    
Lucchini 454,997                    1,056,822                 
Intersegment transactions (152,590)                   (359,208)                   

2,796,330                 4,359,060                 

(Loss)/profit before financing and taxation
Russian Steel 19,317                      441,169                    
Severstal Resource (22,668)                     131,007                    
Severstal North America (331,377)                   111,280                    
Lucchini (79,277)                     99,514                      
Intersegment transactions 699                           (7,472)                       

(413,306)                   775,498                    

Three months ended March 31,
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The following is an analysis of the Group’s total assets by segment: 
 

March 31, 2009
(unaudited) December 31, 2008

Total segment assets
Russian Steel 12,317,567               14,097,631               
Severstal Resource 3,064,506                 3,446,692                 
Severstal North America 5,923,812                 6,159,120                 
Lucchini 3,546,862                 4,040,213                 
Intersegment transactions (5,267,481)                (5,263,470)                

19,585,266               22,480,186               
 

 
 
10. Capital commitments 

 
As of March 31, 2009, the Group had capital commitments of US$959.7 million  
(December 31, 2008: US$1,275.3 million). 

 


