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Audit Committee report

The role and responsibilities of the Audit Committee are delegated
by the Board and set out in the written terms of reference as follows:

1
2
3
4
5
6
7
8

Audit Committee considers the Annual Report, as a whole, to be fair, balanced and
understandable;

management estimates;
To assess and monitor the scope and effectiveness of and compliance with internal
Group’s internal controls;

risks of the business and to present the principal risks and uncertainties and Group’s

Dear Shareholders,
I am pleased to present the Audit

To monitor the effectiveness of the internal audit function and review its’ material

To oversee the relationship and effectiveness of the external auditor and to make

stood down as Chairman and as a
of the Audit Committee, I would like

the performance and composition of the Committee, its duties and responsibilities, and

contribution in the establishment of
the Committee and over the period
of his Chairmanship. I would also
like to thank Sir Michael Peat for his
contributions as a member of the
Committee.
I would also like to extend the
thanks of the Committee to the

providing additional technical expertise and valuable regional expertise.

and attended meetings until March 2016. Sir Michael Peat also stood down from the Audit
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auditor, for their continuing diligence
and valued contributions to the work
of the Committee.

Governance

members of the EVRAZ management team and the Internal Audit Function were also
invited to attend Committee meetings as appropriate

publication of this Annual Report.

team, as well as the external auditors.
The Committee reviewed and updated its own terms of reference, the internal audit
charter and the Group Financial Reporting Procedures Manual (“FRP”). The effectiveness

governance requirements of the FRC’s Guidance on Risk Management, Internal Control

Committee.

estimates;
whether the annual report, taken as a whole, is fair, balanced and understandable,

119

www.evraz.com

120

The Audit Committee

EVRAZ is exposed to a range of risks
and inherent uncertainties as set out

of steel products and coal concentrate in Russia, the Committee focused on the pessimistic
downside case. This is based upon forward pricing close to the low end of the range of
devaluation of the Group’s functional currencies and reduction to the level of budgeted
capex.

Following these considerations, the Audit Committee resolved to recommend the going concern

scenarios and assumptions were challenged and tested over the course of six months in light
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1

Impairment of goodwill and assets (Notes 5 and 6): the Committee considered
management’s impairment recommendations in the context of the current trading
environment and future uncertainties detailed above. As a result of the continued

use comparisons used to determine impairment, even in the current negative pricing

of PPE at the cash generating units including charges in respect of the closure of a mine

2

PraxAir contract (Note 2): the Committee reviewed the accounting treatment of the

this agreement commenced during 2015 and the PraxAir contract was renegotiated

PraxAir plant. Details of the contractual commitment under the agreement are included

itself was not material, management have initiated a review of the process for capturing,

2016.
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As a result

a result of the business rescue procedures and concluded that the Group had lost control
14th April 2015. The Committee considered the legal process of business rescue procedures

third quarter.

In considering whether the Annual Report is fair, balanced and understandable, the

reporting. Regular meetings were held to review the draft Annual Report and for management
and Committee members to provide comments, and detailed review of the appropriate draft

robust.
Taking into account the disclosure implications of the issues discussed in this report, the

Committee recommended approval of the Group’s 2015 Consolidated Financial Statements

The Committee continued to monitor the status of the
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extended and ongoing training of personnel.
The Committee monitored the development of the framework for recording and approving all

Directive.
Following the legal advice and risk assessment undertaken
2014, the Audit Committee reviewed and monitored the progress on implementation of the

updated to incorporate the latest guidance from the Group’s external legal advisers and there is
a process of continuing education of compliance personnel and executive management.

EVRAZ has an integrated approach to risk management to ensure that the review and
consideration of risks inform the internal audit process, design of internal controls and
management of the business.

and activities are documented in a comprehensive Financial Reporting Procedures Manual

The Audit Committee reviews the recommendations of the Risk Committee, including the
Group’s Risk Register and level of Risk Appetite, and the draft Statement of Principal Risks
and Uncertainties to be included in the Interim Statement and Annual Report, prior to the

the progress on resolution is monitored.

Committee on an ad hoc basis when it arises.
Internal Audit reviews
Committee and the Audit Committee. The Chairman of the Audit Committee tables the

of being implemented. An external risk reassessment will be undertaken during 2016.

Risk Management and Internal Control
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The Audit Committee reviewed the internal audit plans for 2016 and recommended a number

Audit resource to be adequate for the internal control and risk management assurance
requirements.
The Audit Committee reviewed and updated the Internal Audit Charter during 2015. An

the Russian Federation, CIS and Europe conformed to the International Standards for the
Institute of Internal Auditors.

prepares the minutes of both committees.

The Audit Committee is responsible for monitoring the ongoing effectiveness and

The Audit Committee has an established framework

compliance with best practice;
review and approval of the external auditor’s engagement letter;
consideration of the external auditors report on the Interim Review and Annual Report and
Representation Letters; and
reviewing the external auditors management letter on the 2014 audit with management,
considering management’s response and proposed actions, and requesting that Internal Audit
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During 2015, the Committee gave particular consideration to the implications of the 2015

Following completion of the 2014 audit, management and members of the Audit Committee
completed a questionnaire to assess the effectiveness and independence of the external
audit process.
The Audit Committee holds regular meetings with the external auditor at which management

outside of Audit Committee meetings.

compromise the independence of the external auditor, establishes threshold limits for the

Chairman, all fees are reported to the Audit Committee for noting and comment.

external auditor as well as the EU legislation on audit regulation, and reviewed the continuing

Report.

125

