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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt as to what action
you should take, you should immediately seek your own financial advice from your stockbroker, bank manager, solicitor or
other suitable independent professional adviser who specialises in advising on the acquisition of shares and other
securities.

This document (the “Prospectus”), which comprises a prospectus relating to Eurasian Natural Resources Corporation PLC
(the "Company”), was prepared in accordance with the Prospectus Rules made under Section 73A of the Financial Services
and Markets Act 2000 (“FSMA") and Commission Regulation 809/2004/EC (the “EU Prospectus Regulations”) and will be
approved as such by the Financial Services Authority of the United Kingdom (the “Financial Services Authority”). A copy of
this document will be filed with the Financial Services Authority in accordance with Part 7 of the EU Prospectus Regulations.
This document will be made available to the public in accordance with Part 8 of the EU Prospectus Regulations by the same
being made available, free of charge, at the Company’s registered office and at the London offices of Jones Day, details of
which are set out on page 26 of this document.

Application will be made to the Financial Services Authority and the London Stock Exchange for the Ordinary Shares, issued
and to be issued in connection with the Global Offer, to be admitted to listing on the Official List and to trading on the
London Stock Exchange’s main market for listed securities (“Admission”). Conditional dealings in the Ordinary Shares are
expected to commence on the London Stock Exchange on 7 December 2007. It is expected that Admission will become
effective and that unconditional dealings in the Ordinary Shares will commence at 8.00 a.m. on 12 December 2007. All
dealings before the commencement of unconditional dealings will be on a “when issued” basis and will be of no effect if
Admission does not take place and such dealings will be at the sole risk of the parties concerned.

The whole of this document should be read. In particular, for a discussion of certain risks and other factors that should be
considered in connection with an investment in the Ordinary Shares, see the section of this document headed “Risk factors”
beginning on page 8.
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EXPECTED ORDINARY SHARE CAPITAL IMMEDIATELY FOLLOWING ADMISSION

Authorised Issued*
Number Amount Number Amount

2,000,000,000  US$400,000,000 Ordinary Shares of US$0.20 each 1,287,750,000  US$257,550,000

* assuming full exercise of the Over-allotment Option.

Deutsche Bank, which is authorised under German Banking Law (competent authority: BaFin—Federal Financial Supervising
Authority), and with respect to UK commodity derivatives business by the Financial Services Authority; regulated by the
Financial Services Authority for the conduct of UK business, is acting as sole global coordinator, sponsor and joint
bookrunner in connection with the Global Offer. Credit Suisse, Morgan Stanley and ABN AMRO Rothschild, who are all
authorised in the United Kingdom under the FSMA and are regulated by the Financial Services Authority, are acting as joint
bookrunners in connection with the Global Offer. None of Deutsche Bank, Credit Suisse, Morgan Stanley or ABN AMRO
Rothschild will regard any other person as their client or be responsible to any other person for providing the protections
afforded to their clients nor for providing advice in relation to the Global Offer, the contents of this document or any
transaction or arrangement referred to herein.

The Ordinary Shares have not been and will not be registered under the United States Securities Act of 1933, as amended,
(the “Securities Act”), or under the applicable securities laws of any state of the United States. In the United States, Ordinary
Shares are being offered and sold solely to Qualified Institutional Buyers (“QIBs”) in reliance on Rule 144A under the
Securities Act. Prospective investors that are QIBs are hereby notified that the sellers of the Ordinary Shares may be relying
on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. Outside the United States, the
Global Offer is being made in accordance with Regulation S under the Securities Act. Certain US restrictions on transfers of
the Ordinary Shares are described in “The Global Offer and related matters—Securities laws and restrictions on transfer—
United States” in Part XI.

The Ordinary Shares have not been approved or disapproved by the United States Securities and Exchange Commission, any
state securities commission in the United States or any other United States regulatory authority nor have any of the
foregoing authorities reviewed or passed upon the accuracy or adequacy of this Prospectus. Any representation to the
contrary is a criminal offence in the United States.
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The Global Offer being made pursuant to this Prospectus is being made in the United Kingdom by
means of an institutional offer. This Prospectus does not constitute an offer, or the solicitation of an
offer, to subscribe for or to buy any Ordinary Shares to any person in any jurisdiction to whom or in
which such offer or solicitation is unlawful and, in particular, is not for distribution in Australia,
Canada, Japan or the Republic of South Africa. Subject to certain exceptions, the Ordinary Shares
may not be offered or sold in Australia, Canada, Japan or the Republic of South Africa, or to any
national, resident or citizen of Australia, Canada, Japan or the Republic of South Africa.

The distribution of this Prospectus in certain jurisdictions may be restricted by law and therefore
persons into whose possession this Prospectus comes should inform themselves about and observe
any such restrictions. Any failure to comply with these restrictions may constitute a violation of the
securities laws of any such jurisdiction. The offer and sale of Ordinary Shares and the distribution of
this Prospectus are subject to the restrictions described in the section headed “The Global Offer and
related matters” in Part XI.

No person has been authorised to give any information or make any representations other than
those contained in this Prospectus and, if given or made, such information or representations must
not be relied upon as having been so authorised. Neither the delivery of this Prospectus nor any
subscription or sale made hereunder shall, under any circumstances, create any implication that
there has been no change in the affairs of the Company and each of its subsidiaries (the “Group”)
since the date hereof, or that the information in this Prospectus is correct as of any time subsequent
to the date of this Prospectus, save for such statements as are required by law or regulation to refer
to one or more future dates.

The content of this Prospectus is not to be construed as legal, business or tax advice and each
prospective investor is advised to consult his, her or its own solicitor, independent financial adviser
or tax adviser for legal, financial and tax advice. In particular, the information in this document is
not intended or written to be used, nor may it be used by any person, for the purpose of avoiding
United States federal tax penalties, and was written to support the promotion or marketing of the
Global Offer. Each prospective investor should seek advice based on its particular circumstances
from an independent adviser.

This Prospectus is not a prospectus for purposes of Section 12(a)(2) or any other provision of, or
rule under, the Securities Act.

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS
BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES (“RSA 421-B")
WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A
FINDING BY THE SECRETARY OF STATE OF THE STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT
FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR
THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION
MEANS THAT THE SECRETARY OF STATE OF THE STATE OF NEW HAMPSHIRE HAS PASSED IN ANY
WAY UPON THE MERITS OR QUALIFICATIONS OF OR RECOMMENDED OR GIVEN APPROVAL TO,
ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO
ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT
WITH THE PROVISIONS OF THIS PARAGRAPH.
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Summary information

The following summary information should be read as an introduction to this Prospectus. Any
decision by a prospective investor to invest in Ordinary Shares should be based on consideration of
this Prospectus as a whole and not solely on this summarised information. Following the
implementation of the relevant provisions of the Prospectus Directive (Directive 2003/71/EC) in each
member state of the European Economic Area (“EEA”), civil liability will attach to those persons who
have responsibility for this summary in any such member state, including any translation hereof if,
but only if, this summary is misleading, inaccurate or inconsistent when read together with the
other parts of this Prospectus. Where a claim relating to the information contained in this
Prospectus is brought before a court, the claimant investor might, under the national legislation of
any of the EEA states, be required to bear the costs of translating this Prospectus before legal
proceedings are initiated. Prospective investors should carefully read the entire Prospectus,
including the financial statements and related notes, before making an investment decision. In
particular, prospective investors should consider carefully the factors set forth in "Risk factors".

Overview

ENRC is a leading diversified natural resources group with integrated mining, processing, energy,
logistical and marketing operations. The majority of the Group’s assets were acquired in the
privatisation process undertaken in Kazakhstan in the mid-1990s. The Company was formed as part
of a reorganisation in December 2006 to simplify the ownership structure of the Group’s assets and
to consolidate them in a single group of companies. The Group’s production assets are located in
the Republic of Kazakhstan where it employs approximately 62,000 people. In 2006, the Group
accounted for approximately 4% of the country’s GDP.

The Group has five operating divisions:

The Ferroalloy Division. The Ferroalloy Division produces and sells ferrochrome and other
ferroalloys, primarily to steel producers, and sells chrome ore and manganese ore to third party
ferroalloy producers and the chemical industry. The Ferroalloy Division’s chrome ore reserves are
believed to be the largest in the CIS (169.3 million tonnes as at 1 July 2007) and are believed to be of
a higher grade (42.1%) than those of other large-scale producers. Furthermore, according to
Heinz H. Pariser estimates, based on 2006 data, the Ferroalloy Division is the world’'s largest
producer of ferrochrome on a chrome content basis and has the lowest cash costs of all ferrochrome
producers in the world. For the year ended 31 December 2006, the Ferroalloy Division’s total third
party revenue represented 45.2% of the Group’s combined and consolidated revenue.

The Iron Ore Division. The Iron Ore Division produces and sells iron ore concentrate and pellets
primarily to steel producers. According to CRU estimates, based on 2006 data, it is the sixth largest
iron ore exporter by volume in the world and it is in the lowest third of the industry cost curve for
global iron ore pellet production. For the year ended 31 December 2006, the Iron Ore Division’s
total third party revenue represented 25.5% of the Group’s combined and consolidated revenue.

The Alumina and Aluminium Division. The Alumina and Aluminium Division produces and sells
alumina to aluminium producers and is constructing a new aluminium smelter that will allow the
division to process its alumina into aluminium. According to CRU estimates, based on 2006 data, the
Alumina and Aluminium Division is the fifth largest supplier of traded alumina by volume in
the world and is in the lowest quartile of the industry cost curve for alumina producers globally. For
the year ended 31 December 2006, the Alumina and Aluminium Division’s total third-party revenue
represented 18.5% of the Group’s combined and consolidated revenue.

The Energy Division. The Energy Division is one of the largest electricity providers in Kazakhstan,
accounting for approximately 16% of the country’s recorded electricity production in 2006. For the
year ended 31 December 2006, the Energy Division’s total third-party revenue represented 4.7% of
the Group'’s combined and consolidated revenue.

The Logistics Division. The Logistics Division provides effective transportation and logistical
services to the Group’s principal operating divisions and third parties. For the year ended
31 December 2006, the Logistics Division's total third-party revenue represented 6.1% of the
Group’s combined and consolidated revenue.
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The Group’s principal ore reserves and mineral resources as at 1 July 2007 were as follows:

Reserves" Resources(M@

Tonnage Tonnage

(in millions (in millions
of tonnes) Grade (%) of tonnes) Grade (%)
Chrome OFe. . o oot e e 169  42% Cr,0, 334 49% Cr,0,
Iron Ore® . . ... 1,505 37% Fe 4,538 39% Fe
BAUXITE « « v v v v e e e e e e e e 162 43% Al,O; 175 44% Al,O,
Coal . . .. e 772 (thermal) 2,531 (thermal)

(1) All references to Mineral Resources and Ore Reserves are stated in accordance with the JORC Code.
(2) Mineral Resources are inclusive of Ore Reserves.

(3) Includes only iron ore reserves from the Iron Ore Division, excludes iron ore reserves from the Zhairem Unit.

Key strengths

The Directors believe that the Group has the following competitive strengths, which will enable it
to retain and strengthen its position as a leading natural resources group:

e Its diversified operations and reserves enable it to sell a wide range of commodity products,
reducing its vulnerability to the price volatility of individual commodities.

e It has substantial high quality assets and low costs of production.
e |t is geographically well positioned to benefit from attractive growth markets.

e Its vertically integrated operations from mine-to-market ensure it has significant control over
the supply of its raw materials and access to other required services.

e It has a proven track record of successfully implementing and managing a continuing
programme of significant capital investment.

e Its experienced management team has a proven track record of generating growth.

Strategy

The Group's strategy is to achieve growth and to enhance overall value for its shareholders. The key
elements of this strategy are as follows:

e Maintain and improve upon the Group’s low cost operations through a continued focus on
improved efficiency, cost control, economies of scale and investment in new technologies.

e Continue expansion and development of the Group’s existing reserves and capacity.
e Expand the Group’s asset portfolio and footprint in the region’s natural resources sector.
e Add value and increase customer diversity by expanding the Group’s production portfolio.

e Commit to high standards of corporate responsibility.
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Summary financial information

The table below sets out ENRC's summary financial information for the periods indicated. Neither
Adjusted EBITDA nor Adjusted EBITDA Margin is a measure of financial performance under IFRS:

Alumina and Group and Intra-
Ferroalloy Iron Ore Aluminium Energy Logistics unallocated Group
US$ in millions Division Division Division Division Division items Eliminations Total
Segment Revenue
2004 .. ... 1,287 883 384 211 57 — (131) 2,691
2005 . ... ... ... 1,377 857 460 205 195 — (144) 2,950
2006 . ... ... 1,473 829 612 263 277 —_ (198) 3,256
Six months ended
30 June 2007 . . . .. 917 457 325 157 102 — (102) 1,856
30 June 2006
(unaudited). . . .. 687 402 31 123 83 — (92) 1,514
Adjusted EBITDAM
2004 ... ... 669 576 186 66 19 (14) —_ 1,502
2005 . . ... ... 606 479 182 67 47 (18) — 1,363
2006 ... ... 547 323 277 77 54 (22) — 1,256
Six months ended
30 June 2007 . . . .. 405 197 132 65 23 (25) — 797
30 June 2006
(unaudited). . . .. 212 151 156 44 26 (14) —_ 575
Adjusted EBITDA
Margin®
2004 .. ... 52.0% 65.2% 48.4% 31.3% 33.3% — — 55.8%
2005 ... ... ... 44.0% 55.9% 39.6% 32.7% 24.1% — —  46.2%
2006 ... ... 37.1% 39.0% 45.3% 29.3% 19.5% — — 38.6%
Six months ended
30 June 2007 . . . .. 44.2% 43.1% 40.6% 41.4% 22.5% — — 429%
30 June 2006
(unaudited) . . . . . 30.1% 37.6% 50.2% 35.8% 31.3% — —  38.0%

(1) Adjusted EBITDA represents profit before finance income, finance costs, income tax expense and depreciation and
amortisation (including negative goodwill), as further adjusted to add back exceptional items. Exceptional items (costs
incurred in relation to the initial public offering) amounted to US$6 million for 2006 and US$20 million for the
six months ended 30 June 2007.

(2) Adjusted EBITDA Margin represents Adjusted EBITDA as a percentage of revenue.

Summary of the Global Offer

The Global Offer comprises an offer to institutional investors and certain “friends and family” of the
Company of 252,500,000 New Ordinary Shares (representing approximately 20% of the expected
issued ordinary share capital of the Company immediately following Admission and assuming no
exercise of the Over-allotment Option).

All shares issued pursuant to the Global Offer will be issued at the Offer Price. The Offer Price has
been determined following a bookbuilding process and is 540p per Ordinary Share.

Admission is expected to take place, and unconditional dealings in the Ordinary Shares are
expected to commence, on the London Stock Exchange at 8.00 a.m. (London time) on 12 December
2007.

In connection with the Global Offer, the Stabilising Manager may over-allot or effect other
transactions which stabilise or maintain the market price of the Ordinary Shares or any options,
warrants or rights with respect to, or interests in, the Ordinary Shares, in each case at a higher level
than might otherwise prevail in the open market. Such transactions may commence on or after the
date of publication of the Offer Price and will end no later than 30 days thereafter. Such
transactions may be effected on the London Stock Exchange, the over-the-counter market or
otherwise. There is no assurance that such transactions will be undertaken and, if commenced, they
may be discontinued at any time. Save as required by law, it is not intended that the Stabilising
Manager will disclose the extent of any over-allotments and/or stabilisation transactions under the
Global Offer.
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Use of proceeds

Assuming no exercise of the Over-allotment Option, the net proceeds from the Global Offer
receivable by the Company will be approximately £1,280.0 million (approximately
US$2,592.1 million), after deduction of estimated expenses payable by the Company of
£83.5 million (approximately US$169.0 million).

The principal use of the proceeds of the Global Offer, supplemented by the cash resources
generated by the Group and (if appropriate) external or project or other financing, is to grow the
Group both organically and through strategic acquisitions and, in particular, to provide funding for
the following:

e approximately US$1.7 billion will be allocated to the Group’s US$2.8 billion short- to
medium-term investment programme.

e approximately US$110 million will be used to satisfy the balance of the consideration payable
in respect of the Group’s acquisition of a controlling interest in the Serov Group and certain
related entities.

e US$500 million will be used to fund the pre-IPO dividend.

e the balance will be used to reduce the Group’s leverage and/or to fund acquisition
opportunities which may arise.

Pending investment, the net proceeds will be placed on deposit.

Current trading and prospects

Since 30 June 2007, the Group has continued to trade in line with the Directors’ expectations. The
Group's production and sales volumes have progressed in line with expectations, with consolidated
revenue higher than for the comparable period in 2006, mainly as a result of the continued strength
of commodity prices, and in particular in respect of the Ferroalloy Division and Iron Ore Division.
Operating costs have continued to increase, principally in line with the increases experienced in the
first half of 2007, due to continued inflationary pressures and the impact of adverse currency
movements. These inflationary pressures are being monitored to enable the Group to mitigate
their effects on unit costs where possible.

The Directors believe that the financial and trading outlook for the remainder of the year is in line
with the Group’s expectations.

Risk factors

An investment in shares involves a high degree of risk. Accordingly, before making a decision on
whether to invest in the Ordinary Shares, prospective investors should carefully consider the specific
risks and uncertainties listed below:

The Group could face enhanced risk and uncertainty upon a change in government or a change in
the political climate in Kazakhstan

e Since the acquisition of the Group’s assets through the privatisation process in the mid-1990s,
the Group and its Founders have had, and continue to have, close links with the Government of
Kazakhstan (including the President). The Group could face enhanced risk and uncertainty
upon a change in government or a change in the political climate. For example, a new
government with whom the Group may not have as close links may be more likely to seek to
re-nationalise the Group's assets, terminate the Group's subsurface contracts and attempt to
re-open or challenge the tax, legal or other arrangements affecting the Group's operations,
which could have a material adverse effect on the Group's business, financial condition, results
of operations and prospects.

Risks relating to the Group’s business and industry

e The actual volume and grade of the Group’s ore reserves and its rate of production may not
conform to current expectations.
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The Group may be unable to acquire or retain the subsurface contracts, mining licences,
contracts, permits and other regulatory approvals necessary to extract the Group's reserves on
satisfactory terms or at all.

Commodity prices are volatile and a substantial or extended decline in commodity prices would
materially and adversely affect the Group’s business, financial condition, results of operations
and prospects.

An increase in the Group’s production costs could reduce its ability to compete and achieve
long-term profitability.

The Group’s business requires substantial capital expenditures.

The Group’s growth projects require substantial capital expenditures, and the Group may be
unable to complete the relevant projects on schedule and within budget. While the Directors
believe that, having regard to the bank facilities available to the Group and the net proceeds
receivable under the Global Offer, the working capital available to the Group is sufficient for its
present requirements, that is for at least the next twelve months, after the expiry of this twelve
month period, the Group may be unable to adequately fund its expansion plans.

The Group may be unable to identify or complete any potential acquisitions or may not be able
to acquire such interests on satisfactory terms or at all.

If the Group fails to integrate future acquisitions successfully, its rate of expansion could slow.

The Group's operations are highly dependent on transport services and sources of power that
may be disrupted or interrupted.

The Group may be subject to increased transport costs, rail tariffs and custom duties.

The Group depends on certain key customers for a significant portion of its revenue. The loss of
any one of these customers or group of customers could have a material adverse effect on the
Group’s business, financial condition, results of operations and prospects.

The Group depends on the Russian and Chinese markets for a significant portion of its revenue
and an economic slowdown in these markets may negatively impact the Group’s business,
financial condition, results of operations and prospects.

The Group's purchase of an equity ownership in Aluminium of Kazakhstan from the Republic of
Kazakhstan is subject to certain conditions. If the conditions are not met, ownership of the
shares will not be fully transferred to the Group and the consideration and costs and expenses
associated with construction of the aluminium smelter and the transfer of the equity
ownership will not be reimbursed.

Mining, smelting and metals refining are inherently dangerous and subject to conditions or
events beyond the Group’s control, which could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

Compliance with environmental laws and regulations requires ongoing expenditures,
considerable current capital commitments and uncertain capital requirements in the future,
which the Group may be unable to adequately fund or complete on schedule.

A violation of health and safety requirements and the occurrence of accidents could disrupt the
Group's operations and increase operating costs.

Fluctuations in exchange rates and appreciation in the rate of inflation may materially and
adversely affect the Group’s business, financial condition, results of operations and prospects.

The Group depends on certain key personnel, including its senior management. The failure to
attract and retain qualified personnel could materially and adversely affect its business,
financial condition, results of operations and prospects.

The Group's business may be affected by slowdowns, stoppages and other disruptions due to
labour-related developments.
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The Group does not insure against certain risks, and its insurance coverage may be insufficient
to cover losses.

Adjustments to transfer pricing and other tax legislation by the Kazakhstan tax authorities may
significantly increase the Group’s historic tax liability and could have a material adverse effect
on the Group's business, financial condition, results of operations and prospects.

The Group and its Founders may incur additional liabilities as a result of certain historic trading
arrangements in Russia.

The Group is proposing to upgrade the financial IT systems used by its operating entities and
there is no guarantee that this upgrade will be successful.

Title to the Group’s mineral properties or production facilities may be challenged, which may
prevent or severely curtail the Group’s use of the affected properties.

Risks relating to operating in Kazakhstan

The Group is exposed to the general risks associated with operating in an emerging market.

The Group is exposed to certain specific risks relating to Kazakhstan, including the risk of
adverse sovereign action by the Kazakh government such as the re-nationalisation of privatised
assets.

The exact scope of Article 71 of the Kazakhstan Subsurface Law, which provides the Republic of
Kazakhstan with a pre-emption right in relation to the transfer of the Group’s subsurface use
rights, is uncertain and no precedent exists to indicate how it may be applied.

The laws and regulations of Kazakhstan relating to foreign investment, subsurface use,
licensing, companies, tax, customs, currency, banking and competition are still developing, and
uncertainties or changes in the law could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

The Group’s operations are subject to extensive government regulation and legislation, as well
as political pressure that may materially and adversely affect the Group’s business, financial
condition, results of operations and prospects.

The taxation system in Kazakhstan is at an early stage of development. The interpretation and
application of tax laws and regulations are evolving, which significantly increases the risks with
respect to the Group’s operations and investment in Kazakhstan.

The Kazakh judiciary’s lack of experience and perceived lack of independence, the difficulty of
enforcing court decisions and governmental discretion in enforcing claims could prevent the
Group or holders of the Ordinary Shares from obtaining effective redress in a court proceeding.

The Group provides social programmes for the benefit of local communities, the costs of which
may increase.

Risks relating to the Group’s structure

The Founders will exercise significant influence over the Group after the Global Offer.

The holding company structure means that the Company’s ability to pay dividends is
dependent on distributions received from its subsidiaries.

The Group has undertaken a significant number of related party transactions and will continue
to do so.

The Group is a newly consolidated entity without an established operating history.

The Group has significant deposits with Eurasian Bank, and there can be no assurance that it
will be able to withdraw these deposits on a timely basis or at all.
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Risks relating to the Ordinary Shares

e The Republic of Kazakhstan may be entitled to exercise pre-emptive rights over certain
issuances or sales of Ordinary Shares or asset sales by the Group.

e Adverse media speculation and other public statements about the Group and the Founders
could materially and adversely affect the Group’s reputation and the trading price of the
Ordinary Shares.

e The Founders are involved in an ongoing investigation in Belgium relating to tax evasion.
e  There has been no prior public trading market for the Ordinary Shares.
® The price of the Ordinary Shares may fluctuate significantly.

e Pre-emptive rights may be unavailable to US and other non-UK holders of Ordinary Shares.
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An investment in the Ordinary Shares involves a high degree of risk. Prospective investors should
carefully consider the risk factors set out below as well as the other information contained in this
Prospectus before making a decision whether to invest in the Ordinary Shares. The risks described
below are not the only risks that the Group faces. Additional risks and uncertainties that the Group
is not aware of or that the Group currently believes are immaterial may also impair the Group’s
operations. Any of these risks may have a material adverse effect on the Group’s business, financial
condition, results of operations and prospects. In that case, the price of the Ordinary Shares could
decline and investors may lose all or part of their investment.

The Group could face enhanced risk and uncertainty upon a change in government or a change in
the political climate in Kazakhstan.

Since the acquisition of the Group’s assets through the privatisation process in the mid-1990s, the
Group and its Founders have had, and continue to have, close links with the Government of
Kazakhstan (including the President). The Group could face enhanced risk and uncertainty upon a
change in government or a change in the political climate. For example, a new government with
whom the Group may not have as close links may be more likely to seek to re-nationalise the
Group's assets, terminate the Group’s subsurface contracts and attempt to re-open or challenge the
tax, legal or other arrangements affecting the Group’s operations, which could have a material
adverse effect on the Group’s business, financial condition, results of operations and prospects.

Risks relating to the Group’s business and industry

The actual volume and grade of the Group’s ore reserves and its rate of production may not
conform to current expectations.

The Group's ore reserves and mineral resources, as described in this Prospectus, are estimates only
and no assurance can be given that the estimated quantities or grades of minerals will be available
to extract, or that any particular level of recovery of minerals will in fact be realised. Reserves and
resources estimates are imprecise and depend on assumptions about operating costs and
commodity prices and geological analysis based partly on statistical inferences drawn from drilling
and sample analysis, which may prove unreliable. Valid estimates may change significantly when
new information becomes available. Therefore, the actual deposits and the grade of mineralisation
encountered may differ materially from the estimates disclosed in this document.

There can be no guarantee that an identified reserve or resource will continue to qualify as a
commercially mine-able deposit that can be economically exploited over the medium to long term.
Production of mineral resources can be affected by such factors as permitting regulations and
requirements, weather, environmental factors, unforeseen technical difficulties, unusual or
unexpected geological formations and work interruptions. The estimated mineral resources and
ore reserves described in this Prospectus should not be interpreted as an assurance of the
commercial viability, potential or profitability of any future operations. The Group'’s historical
production levels may not be representative of its future production levels. The Group has engaged
SRK Consulting (UK) Limited (“SRK"), an independent technical consultant, to provide advice as to
ore reserves and mineral resources estimates, and all such estimates contained in this Prospectus are
extracted without adjustment from SRK’s “MER"” in Annex A. The Directors believe that SRK is
competent and that it has carried out its work in accordance with internationally recognised
industry standards. Investors should refer to the explanation of the basis of preparation of SRK’s
“MER"” in Annex A, in particular section 1. There are inherent uncertainties involved in estimating
mineral resources and ore reserves and the actual quantities or grades of the Group’s mineral
resources and ore reserves may vary materially from such estimates.

The Group may be unable to acquire or retain the subsurface contracts, mining licences, contracts,
permits and other regulatory approvals necessary to extract the Group’s reserves on satisfactory
terms or at all.

The Group's exploration and mining activities depend on the grant, renewal or continuance in force
of various exploration and production contracts, licences, permits and other regulatory approvals
that are valid only for a finite time period and may provide for early termination. In Kazakhstan, the
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State owns subsoil resources and grants exploration and production rights through subsurface
licences, mining licences, contracts, permits and other regulatory approvals. These rights are not
granted in perpetuity, with the majority of the Group’s subsurface use contracts due to expire
within the next ten years. There can be no assurance that the Group will be able to retain such rights
on acceptable terms or at all. Moreover, entering into new subsurface use contracts or extending
existing subsurface use contracts in Kazakhstan is time-consuming and requires the review and
approval of several Kazakh government ministries. The relevant laws and regulations are often
unclear and, at times, are inconsistently applied by the authorities.

The Group's subsurface use contracts and related working programmes contain a range of
obligations. If the Group breaches these obligations, it may suffer adverse consequences, such as
penalties and/or suspension or termination of the Group'’s subsurface use contracts. The Directors
are aware that there have been past breaches by the Group of the obligations in its subsurface use
contracts. While the Directors believe that these breaches are unlikely to be considered material or
to lead to a suspension or withdrawal of the relevant rights or the termination of the relevant
subsurface use contract, there can be no assurance of this. In addition, changing circumstances may
require the Group to amend its subsurface use contracts or related working programmes. There can
be no assurance, however, that the responsible Kazakh regulators will agree to future amendments
of the Group's obligations. The loss of the Group's subsurface use contracts would have a material
adverse effect on the Group’s business, financial condition, results of operations and prospects.

To the extent the Group has acquired subsidiaries with existing licences or subsurface use contracts,
the acquisition of, or entrance into, such licences or subsurface use contracts was beyond the
Group's control. The Group cannot be certain that the licences were properly obtained or that the
previous beneficiary of such licence or contract did not violate its terms in a manner which would
cause the Kazakh government or a third party to challenge the validity of these licences
or contracts.

Commodity prices are volatile and a substantial or extended decline in commodity prices would
materially and adversely affect the Group’s business, financial condition, results of operations and
prospects.

The Group generates most of its revenue from the sale of commodity products, primarily
ferrochrome, chrome ore, iron ore and alumina. Historically, the prices for these products have been
volatile and have fluctuated widely in response to relatively minor changes in supply and demand,
market uncertainty, the performance of the global or regional economies and cyclicality in
industries that purchase these products. Prices also may be affected by government actions,
including the imposition of tariffs and import duties, speculative trades, the development of
product substitutes or replacements, recycling practices, an increase in capacity or an oversupply of
the Group’s products in its main markets. These external factors and the volatility of the commodity
markets make it difficult to estimate future prices. The Group does not hedge its exposure to the
risk of fluctuations in the prices of its commodity products. A substantial or extended decline in
commodity prices would materially and adversely affect the Group’s business, financial condition,
results of operations and prospects.

An increase in the Group’s production costs could reduce its ability to compete and achieve
long-term profitability.

The Group’s competitiveness and long-term profitability substantially depend upon its ability to
maintain a low cost base, including transport and labour costs. There can be no assurance that the
Group's cost inputs will be maintained at current levels. The Group’s most significant cost inputs
include materials, fuel, transport, rental expenses and labour, which has increased significantly over
the last two years partly due to increased competition for skilled labour. Any increase in these costs
could materially and adversely affect the Group's business, financial condition, results of operations
and prospects. The Group’s unit production costs are also significantly affected by production
volumes given the relatively fixed nature of the Group’s cost base in the short term, and any
inability by the Group to maximise capacity utilisation could impair its overall cost competitiveness.
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The Group’s business requires substantial capital expenditures.

The Group’s mining operations are capital intensive. The development and exploitation of mineral
reserves and the acquisition of machinery and equipment require substantial capital expenditures.
The Group’s expenditure for property, plant and equipment have risen from US$356 million in 2004
to US$563 million in 2006, and were US$428 million for the six months ended 30 June 2007.
Additionally, a substantial portion of the Group’s operational assets are over 20 years old and,
consequently, significant investment will be required in the future to improve efficiency and
refurbish equipment.

The Group must continue to invest capital to maintain its reserves and production volumes. Some of
the Group’s projects may require greater investment than currently planned. While the Directors
believe that, having regard to the bank facilities available to the Group and the net proceeds
receivable under the Global Offer, the working capital available to the Group is sufficient for its
present requirements, that is, for at least the next twelve months from the date of publication of
this Prospectus, there is no assurance that, after the expiry of this twelve-month period, the Group
will be able to maintain its production levels and generate sufficient cash flow, or that the Group
will have access to sufficient loans or other financing alternatives, to continue its exploration,
exploitation, development and processing activities at or above present levels.

The Group’s growth projects require substantial capital expenditures, and the Group may be
unable to adequately fund such expansion plans or complete the relevant projects on schedule and
within budget.

The Group has several planned growth projects that require significant capital expenditures,
including the expansion of the Group’s iron ore mining and processing capacity, construction of a
DRI plant and construction of an aluminium smelter. The Group currently estimates that total
investment in its growth and development programmes from 2008 to 2011 will be approximately
US$2.8 billion. For a description of the Group’s capital expenditures and commitments, see "Part IV:
Operating and Financial Review—Capital expenditures”. The Group’s growth projects (which are,
by their nature, discretionary) may require greater investment than currently expected and, while
the Directors believe that, having regard to the bank facilities available to the Group and the net
proceeds receivable under the Global Offer, the working capital available to the Group is sufficient
for its present requirements, that is, for at least the next twelve months from the date of
publication of this Prospectus, after the expiry of this twelve-month period the Group may be
unable to satisfactorily fund these investments from its operations or external financing sources. In
this circumstance, the Group may not be able to fulfil these growth projects without reducing its
investment in ongoing operations. If the Group were to incur significant additional indebtedness to
fund its future capital investments, it may have to dedicate a substantial portion of its cash flow to
service the debt and the terms of any financing may restrict the Company’s ability to pay dividends.
If the Group were to issue additional Ordinary Shares to fund planned capital expenditures, all
other shareholdings would be diluted. The Group may fail to complete the projects on time, which
could cause cost over-runs. There can be no assurance that the Group's expected operational
improvements will be fully realised as currently envisaged. Any delay, interruption or cost overruns
in implementing the Group’s planned capital investments could have a material adverse effect on
the Group's business, financial condition,results of operations and prospects.

The Group may be unable to identify or complete any potential acquisitions or may not be able to
acquire such interests on satisfactory terms or at all.

The Group intends to continue expanding and developing its existing reserves and asset portfolio in
its region’s natural resources sector through acquisitions. The Group may face significant
competition in acquiring additional mining properties, and many of its competitors may have
greater financial resources and larger technical staffs than the Group has. There can be no
assurance that the Group will be able to continue to identify suitable acquisitions and strategic
investment opportunities, acquire interests on satisfactory terms or obtain the financing necessary
to complete and support such acquisitions. It is likely that businesses acquired by the Group in the
future will be located in emerging markets, such as Russia. Emerging markets are generally subject
to greater risks, including legal, regulatory, economic and political risks, than more developed
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markets. For more information, see “—Risks related to operating in Kazakhstan—The Group is
exposed to the general risks associated with operating in an emerging market”. The Group may
face political and legal obstacles in consummating acquisitions in its region of operations outside of
Kazakhstan, such as in Russia. New legislation limiting foreign ownership of strategic sectors may
be adopted, which could present difficulties for the Group in acquiring new assets or restricting the
Group's ability to form strategic partnerships. Any failure to identify and execute future
acquisitions successfully could adversely impact the Group’s growth strategy. In addition,
acquisitions and investments involve a number of risks, including possible adverse effects on the
Group's operating results, diversion of management’s attention, failure to retain key personnel,
risks associated with unanticipated events or liabilities and difficulties in the assimilation and
integration of the operations.

If the Group fails to integrate future acquisitions successfully, its rate of expansion could slow.

The assimilation and integration of acquired businesses, including the Serov Group, requires
significant time and effort of the Group’s senior management. Integration of new businesses can be
difficult, and potential problems may include, but would not be limited to, differences in the
measurement of reserves and resources, integration of management, integration of common
financial reporting procedures and accounting policies, the assumption of disclosed and
undisclosed liabilities, including in relation to tax and environmental matters relating to the
acquired assets or businesses, the possibility that indemnification agreements with the sellers of
those assets may be unenforceable or insufficient to cover potential tax or other liabilities, and
implementation of agreed headcount reductions. The Group could experience difficulties in
integrating future acquisitions, which could materially and adversely affect its rate of expansion.

The Group’s operations are highly dependent on transport services and sources of power that may
be disrupted or interrupted.

The Group operates separate facilities in central, eastern and north-eastern Kazakhstan which are
difficult to access. Accordingly, the Group’s products must be transported over long distances to
reach customers, and raw materials must be transported over long distances from mines to
processing facilities. The Group depends on the Kazakhstan national railway system and the
Logistics Division’s railway systems. The Directors believe that the Group has access to adequate
transport networks and sufficient rolling stock capacity and maintenance capabilities, but no
assurance can be given that this will continue.

The Group depends on the transportation infrastructure of Kazakhstan, Russia and China for the
delivery of a significant portion of the Group’s international sales. In some cases, Kazakhstan’s and,
to a lesser extent, Russia’s and China’s state-owned physical infrastructure suffers from a lack of
funding and maintenance. The deterioration of the transport infrastructure in these countries
could disrupt the transportation of goods and supplies, and interrupt business operations. The
failure to maintain adequate transport services and networks or a disruption in transport services
could cause transportation delays for the Group’s products and impair the Group'’s ability to supply
its customers, which could have a material adverse effect on the Group’s business, financial
condition, results of operations and prospects.

The Group is also dependent on intra-Group sources for its power supply. Any disruption in the
supply of electricity or coal could have a material adverse effect on the Group’s business, financial
condition, results of operations and prospects.

The Group may be subject to increased transport costs, rail tariffs and custom duties.

The Group’s competitiveness and profitability depend in part on low transportation costs. The
Group's transportation costs have significantly increased over the last two years, rising from
US$197 million in 2004 to US$309 million in 2006 and were US$147 million for the six months ended
30 June 2007. Transport costs per tonne have been impacted by increased sales to China, which incur
higher transport costs than sales to Russia and within Kazakhstan. In addition, Kazakhstan, China
and Russia exercise significant control over their transport systems. The Kazakhstan national
railway system is a national monopoly and, currently, the National Monopolies Regulation Agency
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must approve its rail tariffs. The Kazakhstan and Russian national railway systems are undergoing
fundamental reorganisations, and the long-term effect on rail tariffs and services is uncertain. The
Chinese rail system is also a state-owned monopoly responsible for setting prices. Chinese rail tariff
increases in recent years have generally outpaced inflation, and such tariffs may continue to rise in
the future. The Group may also become subject to customs duties in Russia and China. Increases in
the Group’s transportation costs, including rail and road tariffs and customs duties, could have a
material adverse effect on the Group’s business, financial condition, results of operations and
prospects.

The Group depends on certain key customers for a significant portion of its revenue. The loss of
any one of these customers or group of customers could have a material adverse effect on the
Group’s business, financial condition, results of operations and prospects.

The Group generates a significant portion of its revenue from certain key customers. In particular,
UC RUSAL accounted for 85.4% of the revenue of the Alumina and Aluminium Division and 16.1%
of the Group’s combined and consolidated revenue in 2006. In addition, Magnitogorsk
Metallurgical Kombinat (“MMK") accounted for 49.2% of the revenue of the Iron Ore Division and
12.5% of the Group’s combined and consolidated revenue in 2006. As a result of a commercial
dispute with MMK, the Group’s iron ore sales declined significantly in 2005, 2006 and the first
quarter of 2007. Please see "Part IV: Operating and financial review—Factors Affecting
Comparability—Relationship with MMK" in Part IV of this Prospectus for a discussion of the effect
of the Group’s historic trading relationship with MMK on its results of operations. Although the
Group has entered into long term contracts with UC RUSAL and MMK, there can be no assurance
that the counter-parties to such contracts will fulfil their contractual obligations or that, on
expiration, such contracts will be renewed. If any of the Group’s key customers fails to meet its
contractual obligations or discontinues or reduces the level of its purchases from the Group, the
Group's business, financial condition, results of operations and prospects could be materially and
adversely affected.

The Group depends on the Russian and Chinese markets for a significant portion of its revenue and
an economic slowdown in these markets may negatively impact the Group’s business, financial
condition, results of operations and prospects.

With the exception of products within the Ferroalloy Division, the Group’s sales of products are
predominantly to customers based in Russia and China. In 2006, the Group sold 93.1% of its
products in the Iron Ore Division, 100% of its products in the Alumina and Aluminium Division and
11.8% of its products in the Energy Division to customers in Russia and China. While these
economies are currently experiencing high rates of growth, there can be no assurance that these
growth rates will continue. An overall slowdown in the economies of these countries could bring
about a decrease in demand for the Group'’s products, which could have a material adverse effect
on the Group's business, financial condition, results of operations and prospects.

The Group's purchase of an equity ownership in Aluminium of Kazakhstan from the Republic of
Kazakhstan is subject to certain conditions. If the conditions are not met, ownership of the shares
will not be fully transferred to the Group and the consideration and costs and expenses associated
with construction of the aluminium smelter and the transfer of the equity ownership will not
be reimbursed.

On 25 April 2003, the Group signed an agreement with the State Property and Privatisation
Committee of the Ministry of Finance of the Republic of Kazakhstan (the “Committee”) for the
purchase of 31.76% of the issued share capital of Aluminium of Kazakhstan and paid the full
purchase price. The transfer of legal title to the shares was subject to the fulfilment of certain
conditions. The primary condition is the first stage commissioning by 31 December 2007 of an
aluminium smelter in Kazakhstan with a production capacity of at least 60,000 tonnes of aluminium
per annum. Although the Group currently holds the shares, if these conditions are not satisfied, the
legal title of the shares will revert to the Committee and the purchase price paid by the Group, as
well as its costs and expenses incurred in connection with the purchase of the shares and the
construction of the aluminium smelter, will not be reimbursed.
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Mining, smelting and metals refining are inherently dangerous and subject to conditions or events
beyond the Group’s control, which could have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects.

Mining, smelting and refining metals involve operational risks and hazards that are generally
outside of the Group’s control. These risks include industrial accidents (especially mine collapses,
fires and explosions), equipment failure, unusual or unexpected geological conditions,
environmental hazards, labour disputes and extreme weather conditions and other natural
phenomena. Any of the above risks may result in destruction of, or damage to, the Group’s
properties or production facilities, mine or plant shutdowns or periods of reduced production. Any
disruption of the Group’s production or its ability to supply its customers could have a material
adverse effect on the Group's profitability and cash flows, and, if production equipment is
damaged, may require the Group to make large capital expenditures. Long-term disruptions could
result in a loss of customers and a material adverse effect on the Group's business, financial
condition, results of operations and prospects.

Operational risks could also result in human exposure to pollution, personal injury or death,
environmental and natural resource damage, delays in mining, monetary losses and possible legal
liability, any of which could materially and adversely affect the Group’s business, financial
condition, results of operations and prospects.

Compliance with environmental laws and regulations requires ongoing expenditures,
considerable current capital commitments and uncertain capital requirements in the future, which
the Group may be unable to adequately fund or complete on schedule.

The Group is required to obtain environmental permits to conduct its operations. Government
authorities and the courts enforce compliance. Violations may result in civil or criminal penalties,
the curtailment or cessation of operations, orders to pay compensation, orders to remedy the
effects of violations and orders to take preventative steps against possible future violations. In
certain situations, the issuing authority may modify, renew or revoke the permits.

As an industrial business in Kazakhstan, the Group is required to undertake programmes to
minimise its impact on the environment and to protect natural resources. Existing compliance
requirements for which the Group expects to incur material costs include the need to reduce dust
and nitrous oxide emissions and the management of wastes and wastewater. The Group must
actively monitor specific parameters such as air emissions, wastewater discharge, ambient air
quality, quality of nearby surface water, soil and groundwater quality and the generation of solid
waste. The Group must submit an annual statistical report on these monitoring results to the
Kazakh environmental authorities. The authorities from time to time conduct independent tests to
validate the Group’s results.

If the Group’s emissions exceed certain levels established in the site permits it could be subject to
monetary penalties. Moreover, in the course, or as a result, of an environmental investigation,
regulatory authorities in Kazakhstan can issue an order reducing or halting production at a facility
that has violated environmental standards. If production is reduced or halted at one or more of the
Group's facilities, the Group’s business, financial condition, results of operations and prospects
could be materially and adversely affected.

The environmental impact of the Group’s historical operations has not been fully quantified or
appropriately allocated to responsible parties. Under Kazakh law and certain privatisation
contracts, responsibility for pre-privatisation environmental liabilities lies with the State, but there
can be no assurance that the law will not change or that any pre- and post-privatisation liability can
be clearly delineated. If the Group were found liable for the environmental impact of operations
during the pre-privatisation period, the Group could be required to incur significant costs for
remediation, which could materially and adversely affect its business, financial condition, results
of operations and prospects.

The Group currently aims to comply with the Kazakh standards for asset retirement obligations.
These standards are below international standards, which additionally include, for example, the
demolition and rehabilitation of plant areas. If the Group chooses, or becomes required, to meet
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international standards, the Group would incur significant additional costs, which could materially
and adversely affect its business, financial condition, results of operations and prospects.

As a condition to its subsurface use contracts and licences, the Group must set aside at least 0.1% of
annual operating expenses for the eventual rehabilitation of its mines (other than coal mines), and
at least 1% of annual sales revenue derived from its coal mines for such mines’ rehabilitation. These
amounts may be insufficient, however, to meet the actual rehabilitation expenses for which the
Group may be responsible under its subsurface use contracts and licences.

A potential expenditure may be incurred with respect to addressing historical settlements
(potentially affecting thousands of inhabitants) who currently reside within restricted buffer zones
surrounding the Group’s operations. Any enforcement action by the authorities requiring re-
settlement programmes would involve significant capital expenditure.

Kazakhstan is a signatory to the United Nations Framework Convention on Climate Changes
(the “Kyoto Protocol”), which took effect in February 2005. The Kyoto Protocol’s objective is to limit
or capture emissions of greenhouse gases such as carbon dioxide and methane. Even though the
Parliament of Kazakhstan has not yet ratified the Kyoto Protocol and no decisions have been
undertaken concerning emission targets for the country, the government of Kazakhstan may
nevertheless enact new environmental requirements as well as other legislation to address carbon
emissions. These requirements could oblige the Group to incur significant capital expenditures and
pay emission fees, levies, etc. Failure to comply with any new legislation could result in fines and
other penalties.

The new 2007 Kazakhstan Environmental Code requires companies operating in Kazakhstan to use
Best Available Techniques (“BAT"”), as determined by the Ministry of Environmental Protection of
Kazakhstan. Under Article 16 of the Code, the list of BAT are to be authorised by the Government,
which will issue a special regulatory act. As yet, the Government has not issued such an act. The
applicable BAT for the natural resources industry are currently unknown but are expected to be
determined during 2007. The BAT requirements could require the Group to incur significant capital
expenditures.

The Group may not be able satisfy any of its remediation, rehabilitation and other obligations
under environmental laws and regulations which could result in financial or other penalties and or
the suspension or loss of the Group’s subsurface use contracts. To the extent that these fines are
material, the Group’s cash flows may be insufficient to meet the Group’s obligations. In addition,
the Group may fail to complete on schedule programmes and projects intended to meet its
environmental obligations. The occurrence of any of these risks could have a material adverse effect
on the Group's business, financial condition, results of operations and prospects.

A violation of health and safety requirements and the occurrence of accidents could disrupt the
Group's operations and increase operating costs.

A violation of health and safety laws or failure to comply with the instructions of the relevant
health and safety authorities could lead to, among other things, a temporary shut down of all, or a
portion of, the Group’s mines and processing facilities and the imposition of costly compliance
procedures. If health and safety authorities shut down all, or a portion of, the Group’s mines and
processing facilities or impose costly compliance measures, the Group’s business, financial
condition, results of operations and prospects could be materially and adversely affected.

The nature of the Group's operations creates a risk of accidents and fatalities among its workforce,
and the Group may be required to pay compensation or suspend operations as a result of such
accidents or fatalities, which could have a material adverse effect on the business, financial
condition, results of operations and prospects of the Group.

Fluctuations in exchange rates and appreciation in the rate of inflation may materially and
adversely affect the Group’s business, financial condition, results of operations and prospects.

The Group produces commodities that typically are priced by reference to prices expressed in
US Dollars and, accordingly, payments to the Group are typically made in US Dollars. The Group’s
principal expenses are incurred in Tenge. From the introduction of the Tenge in 1993 until 2002, the
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value of the Tenge declined against the US Dollar by 2,366%. From 2004 to 30 June 2007, however,
the value of the Tenge increased against the US Dollar by 21% (see “Presentation of information
and general disclosures—Exchange Rates”), which increased the Group’s expenses in US Dollar
terms. Future appreciation of the Tenge compared to the US Dollar would further increase the
Group’s costs relative to its revenue and could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

Only an underdeveloped forward market in the Tenge exists. The Group has entered into a limited
number of hedging arrangements and may enter into additional arrangements in the future in
order to reduce its exposure to exchange rate volatility. There can be no assurance that any
additional hedging arrangements will be entered into on favourable terms or at all. Despite its
current and planned hedging activities, the Group may be exposed to other risks, including the risk
that the exchange rate moves against the Group’s hedged positions and the risk of default by the
Group's transaction counter-parties to the Group’s hedging arrangements. Any hedging activity in
which the Group engages may not adequately protect the Group from future changes in exchange
rates and could increase the Group’s costs relative to its revenue, thus reducing the Group’s profit.

The Group depends on certain key personnel, including its senior management. The failure to
attract and retain qualified personnel could materially and adversely affect its business, financial
condition, results of operations and prospects.

The Group’s growth and future success depend significantly upon its continued ability to attract,
retain and motivate key senior management. The loss of the services of one or more of the Group’s
key personnel could have a material adverse effect on its business, financial condition, results of
operations and prospects. The Group does not currently maintain “key man” insurance with respect
to any member of its senior management. Furthermore, the Company does not currently have a
formal succession plan in place with respect to its key executives and there can be no assurance that
the Company will be able to recruit or retain appropriate personnel to replace any such key
executives when required.

The Group currently needs additional finance personnel to prepare the Group’s annual accounts
and implement the Group'’s controls over financial reporting. There is significant competition in
Kazakhstan for personnel with relevant financial expertise. The Group may be unable to
successfully recruit the necessary qualified finance personnel.

The Group relies significantly on its skilled and unskilled workforce. In particular, the Group relies
on skilled in-house personnel to perform a majority of the Group’s complex repairs due in partto a
lack of qualified external service providers. The Group faces significant competition from other
companies in and outside of Kazakhstan (particularly, natural resource companies) for its skilled
and unskilled labour force. Such competition contributed to an increase in Group employee, payroll
and benefit expenses from US$$238 million in 2004 to US$394 million in 2006. Ongoing competition
for personnel and the Group’s mining licence obligations to hire employees from certain of the
regions in which it operates could result in additional increases in labour costs or an inability to
recruit or retain necessary personnel, each of which could materially and adversely affect the
Group’s business, financial condition, results of operations and prospects. In several towns where it
operates, the Group is the only significant employer, which may limit the Group’s ability to release
or restructure its workforce.

The Group’s business may be affected by slowdowns, stoppages and other disruptions due to
labour-related developments.

Nearly all of ENRC's employees in Kazakhstan are members of labour unions, which are primarily
organised around the Group's operating facilities. While ENRC has, in recent years, enjoyed good
relations with its employees’ trade unions, there can be no assurance that a work slowdown, work
stoppage or strike will not occur prior to or upon the expiration of the Group’s current labour
agreements. Work slowdowns, stoppages and other labour-related developments could have a
material adverse effect on the Group’s business, financial condition, results of operations and
prospects.
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The Group does not insure against certain risks, and its insurance coverage may be insufficient to
cover losses.

Although the Group maintains insurance in accordance with applicable Kazakh legal requirements,
Kazakh law requires mining companies to insure only against certain limited risks. Because Kazakh
law prohibits foreign insurance companies from operating directly in Kazakhstan, the insurance
market in Kazakhstan is underdeveloped and offers only limited opportunities for insuring risks
associated with the Group’s business. The Group insures its operations with a company beneficially
owned by the Founders, Eurasia Insurance Company JSC (“Eurasia Insurance”). For further
information see “Part X: Related party transactions”. The Group may incur liabilities for which it is
not adequately insured or not insured at all.

The Group does not have full coverage for all risks facing its operations and facilities. In particular,
the Energy Division is not currently adequately insured, the Zhairem Unit and the Logistics Division
do not currently maintain property damage or business interruption insurance and no “delay in
start-up” insurance, which may not be available in Kazakhstan, is maintained in respect of the
Group's aluminium smelter. In addition, the Group does not currently maintain adequate insurance
for certain of its operations outside Kazakhstan. Losses and liabilities arising from uninsured or
inadequately insured risks could have a material adverse effect on the Group’s business, financial
condition, results of operations and prospects.

Adjustments to transfer pricing and other tax legislation by the Kazakhstan tax authorities may
significantly increase the Group’s historic tax liability and could have a material adverse effect on
the Group’s business, financial condition, results of operations and prospects.

Since January 2001, Kazakh transfer pricing rules have required tax authorities to make transfer
pricing adjustments in a wide range of situations involving cross border transactions, most typically
among related parties. Among parties that are not related, cross-border trading prices may be
subject to adjustment if, among other factors, they deviate by more than 10% from market prices.
The Group has received guidance from the relevant authorities that certain trading relationships
between its entities may be eligible to be treated in the same way as unrelated parties and
therefore able to apply the 10% deviation from market price standard. Kazakhstan is in the process
of developing its transfer pricing legislation and practice, and as a consequence, there are
ambiguities in the application of the legislation such that the guidance received by the Group may
potentially be open to challenge by the tax authorities in the future. The Directors expect an audit
of the tax affairs of the Group for the three years ended 31 December 2006 to be commenced by the
Kazakh tax authorities by the end of December 2008. Under Kazakh tax law, following the
conclusion of this audit, these three years will remain open to further audit and transfer pricing
reviews until the end of 2009, 2010 and 2011, respectively. If substantial transfer pricing
adjustments were imposed by the relevant Kazakh authorities, the Group’s business, financial
condition, results of operations and prospects could be materially and adversely affected. See
“—Risks relating to operating in Kazakhstan—The taxation system in Kazakhstan is at an early
stage of development and experience. The interpretation and application of tax laws and
regulations are evolving, which significantly increases the risks with respect to the Group’s
operations and investments in Kazakhstan”.

The Group and its Founders may incur additional liabilities as a result of certain historic trading
arrangements in Russia.

Through 2006, certain sales made by Kazakh operating companies that are now part of the Group
to customers in Russia were made through a system organised by an agency that the Company and
the Directors believe was neither owned or legally controlled by the Group or its shareholders. The
precise structure of the system then operated by the agency is not known to the Group but the
Directors believe that the agency arranged for the products sold by the operating companies to be
on-sold through a series of intermediary companies and then finally to the end-customers. This
system is referred to as the “Russian Trading System” or “RTS". The profits generated by this series of
sales through the RTS to end customers (after deduction of the expenses and a commission payable
to the agency) were received by the Founders in cash form. These arrangements were voluntarily
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terminated by the Group in the second half of 2006, following which the Group has made such sales
to customers in Russia via its newly established Moscow sales office.

Although the Company and the Directors believe that the RTS companies were neither owned or
legally controlled by the Group or its shareholders, the results of the trading through the RTS have
been combined into the financial track record of the Group for the three years ended 31 December
2006 because the agency received only a fixed commission of approximately 3% of sales, and the
residual profits of the structure were received by the Founders. In addition, the beneficial interest in
the profits of the RTS companies for 2006 was transferred to, and included within the results of,
ENRC Marketing AG ("ENRC Marketing”). Revenues arising from the sales through the RTS were
US$309 million in 2004, US$385 million in 2005 and US$178 million in 2006 (representing
approximately 11.5%, 13.1% and 5.5% of the Group’s aggregate revenues in 2004, 2005 and 2006
respectively) and profits of US$111 million in the period from 2004 through 2006 relating to the RTS
were distributed to the Founders.

The Company is not aware of the precise nature of the structure operated by the RTS. The Directors
understand that the commission deducted by the RTS included an amount for the payment of taxes.
However, the Directors cannot verify that applicable taxes were paid by the RTS. The Company
believes that no additional taxes are payable in Kazakhstan in respect of the additional revenue
generated through the sales via the RTS to end customers, other than in relation to sales of coal in
respect of which certain additional Kazakh taxes, amounting to US$20 million, were paid in
November 2007, but no assurance can be given of this.

As noted above, the Group is unable to ascertain whether the transactions undertaken through the
RTS complied with applicable law or whether taxes were adequately reported and paid on the
amounts generated by these arrangements. Accordingly, it is possible, for example, that the Russian
authorities might conclude that additional taxes or penalties are payable in Russia, and whether or
not the Group has a legal obligation to pay any such taxes or penalties, there can be no assurance
that the relevant authorities will not seek to recover these amounts from the Group, nor can there
be any assurance that sanctions will not be imposed on the Group or the Founders.

Moreover, further Kazakh tax may be payable in respect of the intermediary arrangements
described above, in addition to the US$20 million referred to above which was paid in
November 2007 (and represented the full provision of US$20 million that was included in the
Group’s combined and consolidated financial statements as of 30 June 2007). The imposition of
significant tax adjustments, fines or penalties could materially and adversely affect the Group’s
business, financial condition, results of operations and prospects. The Company has not made a
provision for any non-Kazakh liabilities in respect of the RTS structure. Furthermore, the Founders
have agreed to indemnify the Group for certain liabilities that may be incurred by it as a result of
the use of the RTS by the Founders. See “Part XllIl: Additional information—Material Contracts”.

The Group is proposing to upgrade the financial IT systems used by its operating entities and there
is no guarantee that this upgrade will be successful.

ENRC relies on IT systems for financial reporting purposes. The financial IT systems used by ENRC's
operating divisions in Kazakhstan are based on operating systems that are no longer supported and
the Group intends to upgrade these systems as soon as practicable following Admission.

Implementing a new IT system across the Group's operating divisions is a significant project that is
likely to take at least three years to complete. This implementation may cause considerable
disruption to the Group’s business and operations and there can be no guarantee that the new
IT system will be implemented on schedule. The costs of implementing this new system are expected
to be significant and the project costs may exceed budget. Furthermore, there can be no assurance
that the planned upgrade will be successful in delivering the increased efficiencies and reliability
sought by the Group.
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Title to the Group’s mineral properties or production facilities may be challenged, which may
prevent or severely curtail the Group’s use of the affected properties.

Some of the Group's properties may be subject to prior claims or unregistered agreements, and title
may be affected by undetected defects. Title to some of the Group’s properties may be challenged
or impugned, which may prevent or severely curtail the Group’s use of the affected properties.

Risks relating to operating in Kazakhstan
The Group is exposed to the general risks associated with operating in an emerging market.

Emerging markets, such as Kazakhstan, are generally subject to greater risks, including legal,
regulatory, economic and political risks, than more developed markets. Emerging economies, such
as Kazakhstan's, are generally subject to rapid change and the information set out in this Prospectus
may quickly become outdated. Accordingly, investors should exercise particular care in evaluating
the risks involved and should consider whether, in light of these risks, investing in the shares of a
company whose assets and operations are based in an emerging market is appropriate. Investment
in a company whose assets and operations are located in an emerging market is generally suitable
only for sophisticated investors who fully appreciate the significance of the risks involved. Investors
are urged to consult with their own legal and financial advisors before making an investment in
the Company.

Financial problems or an increase in the perceived risks associated with investing in emerging
economies could reduce foreign investment in Kazakhstan and adversely affect Kazakhstan’s
economy. At such times, emerging markets may face severe liquidity constraints because foreign
funding resources are withdrawn. The Kazakh economy is affected by developments in other
emerging market economies. Even if the Kazakh economy remains relatively stable, financial
turmoil in any emerging market country, especially countries in the CIS or the Caspian Sea or Central
Asian regions, which recently have experienced significant political instability, including terrorism
and internal conflicts, could negatively affect the Kazakh economy. Recently, Kazakhstan’s
economy, and particularly its banking sector, has encountered a period of instability. Inflation has
increased beyond expectations and the credit ratings of a number of major banks in Kazakhstan
have been downgraded. No assurance can be given that the crisis in the Kazakh banking sector will
not continue or worsen, or that inflation will not continue to rise. A decline in the Kazakh economy
could substantially disrupt the Group’s business, which would have a material adverse effect on the
Group's business, financial condition, results of operations and prospects.

The Group is exposed to certain specific risks relating to Kazakhstan, including the risk of adverse
sovereign action by the Kazakh government such as the re-nationalisation of privatised assets.

All of the Group’s mining operations are conducted in Kazakhstan. Accordingly, the Group is
substantially dependent on the economic and political conditions prevailing in Kazakhstan.

Kazakhstan’s existence as an independent state resulted from the dissolution of the Soviet Union.
As such, it has a relatively short history as an independent nation and has the potential for social,
political, economic, legal and fiscal instability. Kazakhstan is moving from a command to a market-
driven economy. While this change is establishing a more developed business environment,
substantial differences persist between Kazakhstan and western market economies. Specific risks
include, among other things, local currency instability, civil disturbances, changes in exchange
controls, lack of availability of hard currency, changes in energy price tariffs, taxes, royalty rates
(including withholding taxes on distributions to foreign investors), anti-monopoly legislation,
nationalisation or expropriation of property, and interruptions or blockages of exports, including
minerals, hydrocarbons and other strategic materials. The occurrence of any of these events could
have a material adverse effect on the Group’s business, financial condition, results of operations
and prospects.

Some of the Group’s assets were acquired through privatisation. Privatisations in certain other
former Soviet republics have been subject to political controversy and legal challenge. If
privatisations in Kazakhstan were to be successfully challenged, or if the Kazakh government
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sought to re-nationalise any privatised assets, the Group could lose its ownership interest in its
mineral properties or production facilities.

Nursultan Nazarbayev has been president of Kazakhstan since independence in 1991. His current
term expires in 2012. Under President Nazarbayev's leadership, the foundations of a market
economy have taken hold, including privatisation of certain state assets, liberalisation of capital
controls, tax reforms and pension system development. Kazakhstan has actively pursued a
programme of economic reform and foreign investment designed to establish a free market
economy, but these and similar reforms may not continue. The country has been largely free from
political violence and the Group’s operations have benefited from these stable conditions. There
can be no assurance, however, that these stable conditions will continue. Since the break-up of the
Soviet Union, a number of former Soviet republics have experienced periods of political instability,
civil unrest, military action or incidents of violence. Future political instability, civil unrest or
continued violence in the region could affect the political or economic stability of Kazakhstan and
could have a material adverse effect on the Group’s business, financial condition, results
of operations and prospects.

The Kazakh economy is highly dependent on the export of oil, gas, and other commodities. As such,
the economy could be adversely affected by volatility, or a sustained drop, in oil, gas and other
commodity prices. In addition, fluctuations in the value of the US Dollar relative to other currencies
may cause volatility on earnings from US Dollar-denominated oil, gas and commodity exports. An
oversupply of oil, gas or other commodities in the world markets, a general downturn in the
economies of any significant markets for oil, or other commodities, or a weakening of the US Dollar
relative to other currencies could have a material adverse effect on the Kazakh economy, which
could have a material adverse effect on the Group’s business, financial condition, results
of operations and prospects.

The exact scope of Article 71 of the Kazakhstan Subsurface Law, which provides the Republic of
Kazakhstan with a pre-emption right in relation to the transfer of the Group’s subsurface use
rights, is uncertain and no precedent exists to indicate how it may be applied.

Article 71 of the Kazakhstan Subsurface Law, as amended on 1 December 2004 and 14 October
2005, entitles the Republic of Kazakhstan to a pre-emptive right to purchase certain subsurface
rights or direct or indirect interests in companies having subsurface rights for sale. This pre-emptive
right permits the Republic of Kazakhstan to purchase any such subsurface use rights or equity
interests being sold on terms no less favourable than those offered by other purchasers. The
relevant government authority may terminate a subsurface use contract if a transaction takes place
in violation of this law. These provisions apply to Kazakh and overseas entities. The exact scope of
the law is uncertain and no precedent exists to indicate how it may be applied. There can be no
guarantee that the Group’s interpretation of this law in the context of past transfers will be upheld.
It is unclear whether the right of pre-emption can be exercised on transfers that have occurred
without notice to the relevant authority and whether such prior transactions can be unwound.

The pre-emptive right has been waived by the Government of Kazakhstan with respect to the issue
by the Company of the Ordinary Shares pursuant to the Global Offer and to subsequent sales of
such Ordinary Shares. However, the pre-emptive right has not been waived with respect to any
other issuances or sales of Ordinary Shares and therefore any other future issuance or sale of
Ordinary Shares or the sale of, or granting of security over, the Group’s assets will require a
pre-emptive waiver from the Kazakhstan government. Such a waiver may not be granted in a
timely manner or at all. This requirement could adversely affect the liquidity of the Ordinary Shares
and the ability of the Company to raise future capital through equity fundraisings. While the
Directors believe that, having regard to the bank facilities available to the Group and the net
proceeds receivable under the Global Offer, the working capital available to the Group is sufficient
for its present requirements, that is, for at least the next twelve months from the date of
publication of this Prospectus, there can be no assurance that this requirement will not adversely
affect the Group’s ability to raise equity capital after the expiry of this twelve-month period. It may
also hinder the Group’s ability to dispose of its assets or raise secured debt finance. The pre-emptive
right may also deter potential acquirers from making an offer for the Company or the
Group's assets. For more information on the Republic of Kazakhstan's pre-emptive right,
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see "Part I: Information on Kazakhstan—Mining regulatory regime in Kazakhstan—Relevant
legislation—Assignment, transfer and amendments of subsurface use rights”.

The laws and regulations of Kazakhstan relating to foreign investment, subsurface use, licensing,
companies, tax, customs, currency, banking and competition are still developing, and uncertainties
or changes in the law could have a material adverse effect on the Group’s business, financial
condition, results of operations and prospects.

The laws and regulations of Kazakhstan relating to foreign investment, subsurface use, licensing,
companies, tax, customs, currency, capital markets, pensions, insurance, banking and competition
are still developing. Many laws provide regulators and officials with substantial discretion in their
application, interpretation and enforcement. New legislation adopted in November 2007 grants
the Kazakh government the right to require amendments to or to terminate subsurface use
contracts of strategic importance if it is determined that the operations thereof have a material
impact on the economic position of the Republic. In addition, because the statutes on subsurface
use do not restrict the course of action available to the government by reference to the gravity of
the violation, a minor violation could conceivably lead to harsh consequences, such as suspension or
termination of the subsurface use rights. The subsurface use legislation is relatively new and little
precedent exists to predict the consequences of a violation. As a condition of certain of its
subsurface use licences and contracts, the Group is obliged to maintain certain social programmes
for the benefit of local communities and to invest in training the local workforce. These obligations
may increase or become more burdensome in the future, upon a change in the government or
political climate or otherwise, which may have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects.

The Kazakh government has stated that it believes in continued reform of the corporate
governance processes and will promote discipline and transparency in the corporate sector. There
can be no assurance that the Kazakh government will continue this policy. Given Kazakhstan'’s
relatively short independent legislative, judicial and administrative history, the effect of current and
future legislation on the Group’s business is unpredictable. The ongoing rights of the Group under
its subsurface use contracts, licences and other agreements may be susceptible to revision or
cancellation, and legal redress may be unavailable.

The Group’s operations are subject to extensive government regulation and legislation, as well as
political pressure that may materially and adversely affect the Group’s business, financial
condition, results of operations and prospects.

Mining operations in Kazakhstan are subject to significant laws and regulations concerning, among
other things, the issuance and renewal of contracts and licences. Kazakh regulatory authorities
exercise considerable discretion in the interpretation and enforcement of local laws and
regulations. At times, authorities use this discretion to enforce rights in a manner that is
inconsistent with the relevant legislation, particularly with respect to licence issuance, renewal and
compliance. Requirements imposed by regulatory authorities may be costly and time-consuming
and may result in delays in the commencement or continuation of production operations.

The licensing process is also influenced by outside commentary and political pressure. A competing
applicant for a subsurface use contract or licence may bring a direct claim against the issuing
authority if the applicant believes that the contract or licence was issued in violation of applicable
law or regulation. If successful, such proceedings and claims may result in the revocation or
invalidation of the contract or licence, the refusal to issue or renew a contract or licence or the
issuance or renewal of a contract or licence in an untimely fashion or with conditions that impair
the Group’s ability to conduct its operations profitably.

Regulatory authorities may impose more onerous requirements and obligations than those
currently in effect. Although the Group is unable to predict the costs to comply with such amended
laws, regulations and permits, the costs could be substantial and could materially and adversely
affect the Group’s business, financial condition, results of operations and prospects.
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The taxation system in Kazakhstan is at an early stage of development. The interpretation and
application of tax laws and regulations are evolving, which significantly increases the risks with
respect to the Group’s operations and investment in Kazakhstan.

As tax legislation in Kazakhstan has been in effect for only a relatively short time, tax risks in
Kazakhstan are substantially greater than the tax risks in countries with more developed tax
systems. The Group pays generally applied business taxes, as well as taxes on subsurface use,
including excess profit tax and royalty tax, and has made, and expects to continue to make,
contributions to various social and governmental funds. Tax regulation and compliance is subject to
review and investigation by authorities who may impose severe fines, penalties and interest
charges.

Kazakh tax laws are not always clearly determinable and have not always been applied in a
consistent manner. In addition, the tax laws continue to evolve. The uncertain application and
evolution of tax laws create the risk of additional and substantial tax payments by the Group, which
could have a material adverse effect on the Group’s business, financial condition, results of
operations and prospects. The tax authorities have the right to impose additional tax assessments
for five years after the end of the relevant fiscal period. Accordingly, the calendar years 2002 to
2006 remain open to further assessments. Although the majority of the Group'’s Kazakh subsidiaries
have been subject to audits for periods prior to and including 2003, an audit of a particular period
by the tax authorities does not prevent them from revisiting that period and raising an additional
assessment.

The Kazakh judiciary’s lack of experience and perceived lack of independence, the difficulty of
enforcing court decisions and governmental discretion in enforcing claims could prevent the
Group or holders of the Ordinary Shares from obtaining effective redress in a court proceeding.

The independence of the judicial system and its immunity from economic, political and nationalistic
influences in Kazakhstan cannot be guaranteed. The judicial system is often understaffed and
underfunded. Judges are generally inexperienced in business and corporate law. Not all Kazakh
legislation and court decisions are readily available to the public or organised in a manner that
facilitates understanding. The Kazakh judicial system can be slow and court orders are not always
enforced or followed by law enforcement agencies. All of these shortcomings may affect the ability
of the Group or holders of the Ordinary Shares to obtain effective legal redress in Kazakh courts. In
addition, the press has reported that court claims and government prosecutions are often used to
further political aims that the courts support. The Group may be subject to such political claims and
may not receive a fair hearing. These uncertainties make judicial decisions in Kazakhstan difficult to
predict and effective redress uncertain and could have a material adverse effect on the Group's
business, financial condition, results of operations and prospects and the price of the Ordinary
Shares.

The Group provides social programmes for the benefit of local communities, the costs of which
may increase.

As a condition of certain of its subsurface use licences and contracts and pursuant to certain
agreements with governmental authorities, the Group is obliged to maintain certain social
programmes. These obligations include funding the construction of medical, cultural, recuperation
and rehabilitation facilities, community centres, athletic facilities, housing and infrastructure in the
areas in which the Group operates. Furthermore, the Group is obliged under its subsurface use
licences and contracts to invest in training the local workforce, upgrading the qualifications of its
employees and providing educational grants.

In addition, at its own initiative and at the request of governmental authorities, the Group has
provided and continues to provide social support in the areas where it operates and in other areas
in Kazakhstan.

These obligations, as well as additional social projects, may increase or become more burdensome
in the future and could have a material adverse effect on the Group’s business, financial condition,
results of operations and prospects.
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Risks relating to the Group’s structure
The Founders will exercise significant influence over the Group after the Global Offer.

Historically, the Founders have exercised significant control and influence over the Group’s
operations and employees. Immediately following Admission (assuming no exercise of the Over-
allotment Option) the Founders collectively will own 44.7% of the issued Ordinary Shares and, as a
result, will be able to exercise significant influence over all matters requiring shareholder approval,
including the election of directors and significant corporate transactions. In addition, each of the
Founders has appointed a representative to the Board. Although the Company has entered into a
relationship agreement with each of the Founders to enable the Group to carry on its business
independently (details of which are set out in Part IX of this Prospectus), there can be no assurance
that the Founders will not continue to exert significant influence over the Group’s operations and
employees.

The holding company structure means that the Company’s ability to pay dividends is dependent on
distributions received from its subsidiaries.

Since the Company is a holding company, its operating results and financial condition are entirely
dependent on the performance of members of the Group. The Company'’s ability to pay dividends
will depend on the level of distributions, if any, received from the Company’s subsidiaries. The
ability of the Company’s subsidiaries to make distributions to the Company may, from time to time,
be restricted as a result of several factors, including restrictive covenants in loan agreements,
foreign exchange limitations, the requirements of applicable law and regulatory, fiscal or other
restrictions. The Company’s rights to participate in a distribution of its subsidiaries’ assets upon their
liquidation, reorganisation or insolvency is generally subject to prior claims of the subsidiaries’
creditors, including any trade creditors and preferred shareholders.

The Group has undertaken a significant number of related party transactions and will continue to
do so.

The Group has engaged and may continue to engage in a significant number of transactions with
related parties, primarily with other entities beneficially owned by the Founders. Such transactions
may not have been on arm’s length terms and may not have complied with applicable procedural or
governance requirements and there can be no assurance that the legitimacy of any such related
party transactions will not be challenged. In particular, the Directors are aware that the necessary
approvals were not obtained for certain historic related party transactions, and the validity of such
transactions could be subject to challenge under Kazakh law. The Founders have a number of other
business interests in Kazakhstan and it is likely that the Group will continue to transact with entities
affiliated with the Founders. The Company is aware of its obligations under the Listing Rules with
respect to related party transactions and the Group has procedures in place to ensure that potential
related party transactions are properly reported and approved, including by the shareholders
where necessary. Despite compliance with the Listing Rules (including, in certain circumstances, the
requirement for shareholder approval and confirmation that the relevant related party transaction
is fair and reasonable), there can be no guarantee that better terms would not have been achieved
by the Group in other circumstances. See “Part X: Related party transactions”.

The Group is a newly consolidated entity without an established operating history.

As described in Part Il, the Group’s principal assets were acquired by the Founders in the mid-1990s
and only became part of a single corporate structure as a result of the Group’s Reorganisation in
December 2006. Prior to this Reorganisation, the Group’s current operating units functioned as
independent entities, with their own management structures and minority shareholders (including
the Committee, which held an interest directly in certain of the principal operating subsidiaries).
The Founders ultimately controlled these operating units. Additionally, as part of the
Reorganisation, the Group internalised certain of its sales and marketing efforts.

The Group has encountered certain challenges in its efforts to consolidate its activities and financial
reporting. In connection with the audit of the Group’s consolidated accounts for the three years
ended 31 December 2006, PricewaterhouseCoopers LLP informed the Company that it suspected
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that certain audit confirmations purported to have been given by the end customers of the Russian
Trading System had been falsified and that the independent agency involved in the former trading
structure, referred to above, had been unable to substantiate certain payments which may have
related to irregular business practices. See “Part XllII: Additional Information—Reorganisation and
Formation of the Group—Introduction”.

Prior to the Reorganisation, the Group did not have a formalised system of central management
and did not operate on a consolidated basis. The Group only recently established a central executive
committee, management structure and formal reporting lines. The Group has also recently
implemented a series of internal systems and controls designed to ensure that the Group has
adequate financial reporting procedures and is able to comply with appropriate corporate
governance standards. Despite these efforts, there can be no assurance that the Group will not
experience further challenges relating to the management of their activities on a consolidated
basis, which could have a material adverse effect on the Group’s business, financial condition,
results of operations and prospects.

The Group has significant deposits with Eurasian Bank, and there can be no assurance that it will
be able to withdraw these deposits on a timely basis or at all.

The Group has historically used Eurasian Bank (which is beneficially owned by the Founders) for all
its day-to-day banking transactions in Kazakhstan. As at 30 June 2007, the net liability of Eurasian
Bank to the Group shown in the Group’s accounts was US$279 million. In November 2007, the Group
agreed to maintain pre-existing term deposits (amounting to US$158 million) until 30 November
2008. The Directors consider this amount to be material in the context of Eurasian Bank's financial
position and operations. The Directors believe that Eurasian Bank may be reliant on the Group’s
deposits and that this could restrict the ability of the Group to withdraw cash at short notice or at
all. Although the Group’s arrangements, including those governing term deposits, with Eurasian
Bank entitle the Group to withdraw its deposits on notice, there can be no assurance that Eurasian
Bank will honour these arrangements. The Directors understand that Eurasian Bank was recently
unsuccessful in raising additional finance and this, together with the recent uncertainties in the
financial markets generally, could result in Eurasian Bank defaulting on its contractual
arrangements with the Group. Any such default could have a material adverse effect on the Group'’s
business, financial condition, results of operations and prospects. Although the Group is currently
seeking to diversify its banking providers in Kazakhstan, there can be no assurance that it will be
able to do so on acceptable terms or at all, and therefore the Group’s exposure to Eurasian Bank
may continue to be significant.

Risks relating to the Ordinary Shares

The Republic of Kazakhstan may be entitled to exercise pre-emptive rights over certain issuances
or sales of Ordinary Shares or asset sales by the Group.

Article 71 of the Kazakhstan Subsurface Law provides that the Republic of Kazakhstan has a
pre-emptive right to purchase certain subsurface use rights or indirect or direct interests in
companies having subsurface use rights for sale. This pre-emptive right permits the Republic of
Kazakhstan to purchase any such subsurface use rights or equity interests being offered for sale on
terms no less favourable than those offered by other purchasers. The relevant government
authority may terminate a subsurface use contract if a transaction takes place in violation of this
law. These provisions apply to Kazakh and overseas entities. The exact scope of the law is uncertain
and no precedent exists to indicate how it may be applied. It is unclear whether the right of
pre-emption can be exercised on transfers that have occurred without notice to the relevant
authority and whether such prior transactions can be unwound. The pre-emptive right has been
waived by the Government of Kazakhstan with respect to the issue by the Company of the Ordinary
Shares pursuant to the Global Offer and to subsequent sales of such Ordinary Shares. However, the
pre-emptive right has not been waived with respect to any other issuances or sales of Ordinary
Shares and therefore any other future issuance or sale of Ordinary Shares or the sale of, or granting
of security over, the Group’s assets will require a waiver of such pre-emption rights from the
Kazakhstan government. Such a waiver may not be granted in a timely manner or at all. This
requirement could adversely affect the liquidity of the Ordinary Shares and the ability of the
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Company to raise future capital through equity fundraisings. While the Directors believe that,
having regard to the bank facilities available to the Group and the net proceeds receivable under
the Global Offer, the working capital available to the Group is sufficient for its present
requirements, that is, for at least the next twelve months from the date of publication of this
Prospectus, there can be no assurance that this requirement will not adversely affect the Group’s
ability to raise equity capital after the expiry of this twelve-month period. It may also hinder the
Group's ability to dispose of its assets or raise secured debt finance. The pre-emptive right may also
deter potential acquirers from making an offer for the Company or the Group’s assets. For more
information on the Republic of Kazakhstan’s pre-emptive right, see “Part I: Information on
Kazakhstan—Mining regulatory regime in Kazakhstan—Relevant legislation—Assignment,
transfer and amendments of subsurface use rights”.

Adverse media speculation and other public statements about the Group and the Founders could
materially and adversely affect the Group’s reputation and the trading price of the Ordinary
Shares.

The media and others have speculated publicly from time to time about various matters relating to
the Group, its shareholders and/or beneficial owners (including the Founders). In particular, the
investigation involving the Founders described in Part IX has attracted, and may continue to attract,
widespread adverse publicity, and the reputation of the Group may be adversely affected by its
association with the Founders. There can be no assurance that the Group, its shareholders and/or
beneficial owners will not continue to be subject to public speculation. Future speculation may
include, inter alia, the manner in which the Group has in the past or currently conducts its business,
the manner in which the businesses that now comprise the Group were acquired and matters
relating to the business and activities of the Founders. Any such speculation, which could intensify
around the time of, and following, the Global Offer, could materially and adversely affect the
Group's reputation and/or the trading price of the Ordinary Shares.

The Founders are involved in an ongoing investigation in Belgium relating to tax evasion.

The Founders, together with a number of related individuals, have been named in an ongoing
investigation of certain matters in Belgium (unrelated to the Group's activities) that started in 1996.
The Company has been advised by the Founders that the investigation relates to allegations of tax
evasion in respect of the 1996 tax year. Any use by the Founders of the monies that should,
allegedly, have been paid in tax could constitute money laundering under Belgian law, and as a
result, although it is derived from tax issues, the investigation has been categorised as a money
laundering investigation. The investigation, which commenced in 1996 and could ultimately lead to
criminal sanctions, has attracted widespread publicity. To date no charges have been brought
against the Founders. The Company has been advised by the Founders that, having taken legal
advice, they are confident that the Belgian investigation will not result in the imposition of criminal
sanctions. There can be no assurance that criminal proceedings will not be commenced or the
timing and nature of the outcome of any such proceedings. Although any such criminal
proceedings would not be against the Group and would not involve the Group’s assets or
operations, if criminal proceedings are commenced against the Founders, there can be no assurance
that the Group’s reputation will not be materially and adversely affected as a result of its
association with the Founders.

There has been no prior public trading market for the Ordinary Shares.

Prior to the Global Offer, there has been no public trading market for the Ordinary Shares.
Although the Company has applied to the Financial Services Authority for admission to the Official
List and has applied to the London Stock Exchange for admission to trading on its main market for
listed securities, the Company can give no assurance that an active trading market for the Ordinary
Shares will develop or, if developed, can be sustained following the closing of the Global Offer. If an
active trading market is not developed or maintained, the liquidity and trading price of the
Ordinary Shares could be materially and adversely affected.
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The price of the Ordinary Shares may fluctuate significantly.

Following Admission, the market price of the Ordinary Shares could be subject to significant price
and volume fluctuations that may be unrelated to the operating performance of the Group. The
market price of the Ordinary Shares may fluctuate significantly in response to a number of factors,
many of which are beyond the Group's control, including but not limited to: variations in operating
results in the Group’s reporting periods, changes in financial estimates by securities analysts,
fluctuations in commodity prices, changes in market valuation of similar companies,
announcements by the Group of significant contracts, acquisitions, strategic alliances, joint
ventures or capital commitments, loss of a major customer, additions or departures of key
personnel, any shortfall in revenue or net income or any increase in losses from levels expected by
securities analysts, future issues or sales of Ordinary Shares, and stock market price and volume
fluctuations. Any of these events could result in a material decline in the price of the Ordinary
Shares.

Pre-emptive rights may be unavailable to US and other non-UK holders of Ordinary Shares.

In the case of an increase in the share capital of the Company for cash, the existing Shareholders are
generally entitled to pre-emption rights pursuant to the Companies Act 2006, unless such rights are
waived by a special resolution of the Shareholders at a general meeting or in certain circumstances
stated in the Articles. To the extent that pre-emptive rights are granted, US and other non-UK
holders of the Ordinary Shares may not be able to exercise pre-emptive rights for their Ordinary
Shares unless the Company decides to comply with applicable local laws and regulations and, in the
case of US holders, unless a registration statement under the Securities Act is effective with respect
to those rights, or an exemption from the registration requirements thereof is available. The
Company intends to evaluate at the time of any rights offering the costs and potential liabilities
associated with any such compliance or registration statement. At such time, the Company also
intends to evaluate the benefits of enabling the exercise by US and other non-UK holders of the
Ordinary Shares of the pre-emptive rights for their Ordinary Shares and any other factors the
Company considers appropriate at the time. On the basis of this evaluation, the Company will make
a decision as to how to proceed and whether to file a registration statement or otherwise and any
other steps necessary to extend the rights offering into the other jurisdictions, including complying
with local law requirements. No assurance can be given that any steps will be taken in any
jurisdiction or that any registration statement will be filed to enable the exercise of such holders’
pre-emptive rights.
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Presentation of information and general disclosures

Presentation of Financial and Other Information
Financial Data

Unless otherwise indicated, the financial information in this Prospectus has been prepared in
accordance with International Financial Reporting Standards, as adopted by the EU, and the basis of
preparation set out in Note 1 to the Combined and Consolidated Financial Information in Part V.
Any investor considering an acquisition of Ordinary Shares must rely on its own examination of the
Group, the terms of the Global Offer and the financial information in this Prospectus.

Certain figures contained in this Prospectus, including financial information, have been subject to
rounding adjustments. Accordingly, in certain instances, the sum of the numbers in a column or a
row in tables contained in this Prospectus may not conform exactly to the total figure given for that
column or row.

Non IFRS Financial Measures

Adjusted EBITDA represents profit before finance income, finance costs, income tax expense and
depreciation and amortisation (including negative goodwill), as further adjusted to add back
exceptional items. Adjusted EBITDA Margin represents Adjusted EBITDA as a percentage of
revenue. Adjusted EBIT Margin represents profit before finance income, finance costs and income
tax expense, as further adjusted to add back exceptional items, as a percentage of revenue.
Adjusted EBITDA, Adjusted EBITDA Margin and Adjusted EBIT Margin are presented because the
Company believes they are useful measures for evaluating the Group’s ability to generate cash and
its operating performance. None of Adjusted EBITDA, Adjusted EBITDA Margin and Adjusted EBIT
Margin is a measure of financial performance under IFRS. Adjusted EBITDA, Adjusted EBITDA
Margin and Adjusted EBIT Margin should not be considered in isolation or as substitutes for
operating profit, cash flow from operating activities or any other measure for determining the
Group's operating performance or liquidity that is calculated in accordance with IFRS. Adjusted
EBITDA, Adjusted EBITDA Margin and Adjusted EBIT Margin may not be comparable to similarly
titled measures employed by other companies.

Market, Economic and Industry Data

Market, economic and industry data used throughout this Prospectus have been derived from
various industry and other independent sources. Information contained in this Prospectus relating
to the mining industry and the Group’s competitors (which may include estimates and
approximations) was derived from publicly available information, including press releases and
filings under various securities laws. The Company confirms that such information has been
accurately reproduced from its sources and, as far as the Company is aware and is able to ascertain,
no facts have been omitted that would render the reproduced information inaccurate or
misleading.

The market, economic and industry data on the ferrochrome and chrome ore industries contained
in “Part ll: Information on ENRC—Description of the Group’s Operations: Ferroalloy Division—
Industry Overview” has been derived from a report issued to the Company by Heinz H. Pariser in
March 2007 (supplemented by certain updated information provided in August 2007 and
September 2007). Unless otherwise indicated, such data has been prepared on the basis of 2006
information. Heinz H. Pariser is a leading independent alloy metals and steel analyst.

The market, economic and industry data on the iron ore industries contained in “Part II: Information
on ENRC—Description of the Group’s Operations: Iron Ore Division—Industry Overview” has been
derived from a report issued to the Company by CRU Strategies Limited (“CRU") in March 2007
(supplemented by certain updated information provided in October 2007). Unless otherwise
indicated, such data has been prepared on the basis of 2006 information and any forecasts,
predictions or estimates attributed to CRU in this Prospectus are the forecasts, predictions or
estimates of CRU as of March 2007. CRU is a subsidiary of CRU International Limited, an
internationally recognised, independent consultancy company dealing with analyses and
information across a spectrum of industries including mining, minerals and metals.
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The market, economic and industry data on the alumina and aluminium industries contained in
“Part II: Information on ENRC—Description of the Group’s Operations: Alumina and Aluminium
Division—Industry Overview” has been derived from reports issued to the Company by CRU in
March 2007. Unless otherwise indicated, such data has been prepared on the basis of 2006
information and any forecasts, predictions or estimates attributed to CRU in this Prospectus are the
forecasts, predictions or estimates of CRU as of March 2007.

Ore Reserve and Mineral Resource Reporting—Basis of Preparation

SRK has reviewed the reserves and resources statements compiled by the Company and has restated
the ore reserves and mineral resources as in the tables set out in the “MER” in Annex A, in
compliance with the Prospectus Rules and the Committee of European Securities Regulators
recommendations and in accordance with the criteria for internationally recognised ore reserve
and mineral resource categories as included in the Australasian Code for Reporting of Exploration
Results, Mineral Resources and Ore Reserves (“JORC Code”). In this Prospectus, all reserve and
resource estimates, initially prepared by the Company in accordance with the Former Soviet Union
("FSU") classification and practice ("GKZ" type estimates, as explained in Chapter 9.1 of the “MER"),
have been substantiated by evidence obtained from SRK’s site visits and observation and are
supported by details of drilling results, analyses and other evidence and take account of all relevant
information supplied by the Company’s management and the Directors of the Company.

Mineral resources are based on mineral occurrences quantified on the basis of geological data and
an assumed cut-off grade, and are divided into measured, indicated and inferred categories
reflecting decreasing confidence in geological and/or grade continuity. No allowances are included
for dilution and losses during mining, but the reporting of mineral resource estimates carries the
implication that there are reasonable prospects for eventual economic exploitation. Mineral
resources may therefore be viewed as the estimation stage prior to the application of more
stringent economic criteria for reserve definition, such as a rigorously defined cut-off grade and
mine design outlines, along with allowances for dilution and losses during mining. It is common
practice, for example, for companies to include in the mineral resources category material with a
reasonable expectation of being converted to ore reserves, but for which either the detailed mine
planning work has not been undertaken or for which an improvement in economic conditions or
exploitation efficiencies would be required to enable the company to exploit the resources
economically. Ore reserves as defined by the JORC Code are designated as proved and probable in
order of decreasing reliability of the estimates, and are derived from the corresponding measured
and indicated resource estimates by including allowances for dilution and losses during mining.
Proved ore reserves can only be based on measured mineral resources, while probable ore reserves
can be based on both measured and indicated mineral resources. It is an explicitly stated further
requirement that other modifying economic, mining, metallurgical, marketing, legal,
environmental, social and governmental factors also be taken into account. The measured and
indicated mineral resources can be reported as either being inclusive of those mineral resources
modified to produce the ore reserves or additional to the ore reserves.

Except for certain reserve and resource estimates which are stated to have been prepared in
accordance with the FSU classification, the reserve and resource estimates provided in this
Prospectus comply with the reserve and resource definitions of the JORC Code. The relevant
definitions from the 2004 edition of the JORC Code can be found in the Glossary in the “MER" in
Annex A.

In this Prospectus, reserve and resource estimates are reported as at 1 July 2007, unless otherwise
stated. In this Prospectus, resources are inclusive of reserves.

Inferred Resources

The reserves and resources tables in “Information on ENRC” in Part Il and the “MER” in Annex A
make reference to “inferred resources”. An inferred resource is that part of a mineral resource for
which tonnage, grade and mineral content can be estimated with a low level of confidence. This
categorisation is inferred from geological evidence and assumed but not verified geological and/or
grade continuity. It is based on information gathered through appropriate techniques from
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locations such as outcrops, trenches, pits, workings and drill holes which may be limited or of
uncertain quality and reliability.

Cost Curves

This Prospectus contains “cost curves”. A cost curve is a graphic representation in which the
production volume of a given commodity across the relevant industry is arranged on the basis of
average unit costs of production from lowest to highest to permit comparisons of the relative cost
positions of particular production sites, individual producers or groups of producers within a given
country or region or globally. Generally, a producer’s position on a cost curve is described in terms of
the particular quartile, the first quartile being the lowest cost and the fourth quartile being the
highest.

The cost curves contained or referred to in this Prospectus have been obtained by the Company
from independent industry analysts with recognised experience in constructing cost curves and
providing industry analysis for the relevant commodities, specifically CRU and Heinz H. Pariser. To
construct cost curves, the analyst compiles information from a variety of sources, including reports
made available by producers, site visits, personal contacts, trade publications and other analysts’
reports. Although producers may thus participate to some extent in the process through which cost
curves are constructed and market information and forecasts are prepared, they are typically
unwilling to validate cost analyses directly because of commercial sensitivities. Inevitably,
assumptions must be made by the analyst with respect to data that such analyst is unable to obtain
and judgement must be brought to bear in the case of virtually all data, however obtained. In
addition, the time required to produce cost curves means that even the most recent available
examples will be unable to take account of recent developments; in some cases, the most recent
available cost curve may be based on data that is several years old. Cost data for specific producers
may be based on costs incurred by the producers over their respective accounting years; to the
extent these differ, the direct comparability of their costs may be limited. The cost curves referred to
in this Prospectus reflect direct cash costs of production only, and exclude non-cash or indirect costs
(such as depreciation, interest and unrelated overhead expenses) and costs relating specifically to
marketing and export. Delivery costs reflect estimates for each producer to accepted selling points,
based on actual sales. They include estimates for all costs involved in delivery, including freight,
insurance, warehousing and financing costs as well as sales commissions. In summary, the manner in
which cost curves are constructed means that they have a number of significant inherent
limitations.

In certain cases, cost curves and market information and forecasts produced by more than one
reputable industry analyst may exist with regard to a specific commodity. The methodologies
employed and conclusions reached by such analysts may differ. This can provide a useful indication
of the reliability of a cost curve overall and, notwithstanding their shortcomings, independently
produced cost curves are widely used in the industries in which the Group operates.

The cost curves contained in this Prospectus, or to which this Prospectus refers, are the most recent
cost curves that have been obtained by the Group, and all such cost curves are based on 2006 data.
The Directors have satisfied themselves that the Group’s own production costs, which were used in
the preparation of the cost curves, are reasonably represented.

No Incorporation of Website Information

The contents of the Company’s website do not form part of this Prospectus.

References to Defined Terms

Certain terms used in this Prospectus, including industry and technical terms, are defined and
explained in “Part XIV: Definitions and glossary”.

Exchange Rates

The following table sets out for the periods indicated, the period-end, average, high and low
exchange rates of the Tenge to the US Dollar, as applied in the preparation of the Group’s audited,
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combined and consolidated financial information for the relevant periods and expressed in Tenge
per US Dollar.

Period Period-end Average High Low
2004 . 130.00 135.96 143.33 130.00
2005 . 133.77 132.85 136.12 129.83
2006 . .. 127.00 126.09 133.85 117.25
1Jan 2007 -30 June 2007 . . . . . . . ... 121.66 123.16 127.00 118.79

The inclusion of the exchange rates set forth above is not meant to suggest that the Tenge amounts
appearing elsewhere in this Prospectus actually represent such US Dollar amounts or that such
amounts could have been converted into US Dollars at any particular rate, or at all.

As at 30 November 2007, the exchange rate published by the National Bank of Kazakhstan was
KZT 120.87:US$1.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this Prospectus, including but not limited to those in “Part II:
Information on ENRC", “Part IV: Operating and financial review” and “MER"” in Annex A, constitute
“forward-looking statements”. Such forward-looking statements involve known or unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of
the Group or industry results, to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. Such risks, uncertainties
and other factors include, among others, general economic and business conditions, industry
trends, competition, commodity prices, changes in government regulation, currency fluctuations
(including the US Dollar, the Tenge and the Euro exchange rates), the Group's ability to recover its
reserves or develop new reserves, implement its expansion plans and achieve cost reductions and
efficiency measures, changes in business strategy or development, political and economic
uncertainty natural disasters, other factors beyond the Group'’s control and other risks described in
“Risk factors”. There can be no assurance that the results and events contemplated by the forward-
looking statements contained in this Prospectus will, in fact, occur. These forward-looking
statements speak only as at the date of this Prospectus and the Company undertakes no obligation
to release publicly any revisions to these forward-looking statements to reflect events,
circumstances or unanticipated events or circumstances occurring after the date of this Prospectus,
except as required by law, the Prospectus Rules, the Listing Rules, the Disclosure Rules and
Transparency Rules or any appropriate regulatory authority.

ENFORCEABILITY OF JUDGEMENTS

All of the Directors and executive officers of the Company are residents of countries other than the
United States. The Company is a public limited company incorporated under the laws of England
and Wales. Furthermore, a substantial proportion of the Directors’ assets and all of the assets of the
Group are located outside the United States. As a result, it may not be possible for investors in the
United States to:

o effectservice of process within the United States upon any of the Directors or executive officers
of the Company; or

e enforce judgements obtained against any of the Directors or executive officers of the Company
in US courts in any action, including actions under the civil liability provisions of the US
securities laws; or

e enforce in US courts judgements obtained against any of the Directors or executive officers of
the Company in courts in jurisdictions outside the United States in any action, including actions
under the civil liability provisions of the US securities laws.

Investors may also have difficulties enforcing, in original actions brought in courts in jurisdictions
outside the United States, liabilities under the US securities laws.
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There is doubt as to the enforceability of liabilities against any of the Directors or executive officers
of the Company in the United Kingdom in original actions or in actions for the enforcements of
judgements of US courts predicated upon the federal securities laws of the United States.

Certain of the Directors of the Company are residents of countries outside the EEA. Furthermore, a
substantial proportion of the assets of the Directors and the Group are located outside the EEA. As a
result, the service of process within the EEA upon such Directors and/or the enforcement of
judgements obtained by EEA investors may be more difficult.

AVAILABLE INFORMATION

For so long as any of the Ordinary Shares remain outstanding and are “restricted securities” within
the meaning of Rule 144(a)(3) under the Securities Act, the Company will, during any period in
which it is neither subject to Section 13 or Section 15(d) under the US Securities Exchange Act of
1934, as amended (the “Exchange Act”), nor exempt from reporting under the Exchange Act
pursuant to Rule 12g3-2(b) thereunder, make available to any holder or beneficial owner, or to any
prospective purchaser of such restricted securities designated by such holder or beneficial owner,
the information specified in, and meeting the requirements of, Rule 144A(d)(4) under the Securities
Act upon the request of such holder, beneficial holder or prospective purchaser.

STABILISATION AND OVER-ALLOTMENT OPTION

In connection with the Global Offer, the Company will appoint Deutsche Bank as stabilising
manager (the “Stabilising Manager”). The Stabilising Manager or anybody acting on behalf of the
Stabilising Manager may over-allot the Ordinary Shares or effect transactions with a view to
supporting the market price of the Ordinary Shares at a level higher than that which might
otherwise prevail. However, there is no assurance that the Stabilising Manager (or any person
acting on behalf of the Stabilising Manager) will take stabilisation action. Such transactions may be
effected on the London Stock Exchange or any other securities market, over the counter market,
stock exchange or otherwise. Stabilisation action may begin on the date on which adequate public
disclosure of the Offer Price is made and, if commenced, may be discontinued at any time, but it
must end no later than 30 calendar days after publication of the Offer Price. Any stabilisation action
or over-allotment shall be conducted in accordance with all applicable laws and rules. Save as
required by law, the Stabilising Manager does not intend to disclose the extent of any
over-allotments and/or stabilisation transactions under the Global Offer or the amount of any long
or short positions.

The Company will agree with the Stabilising Manager that the Stabilising Manager may, acting as
principal, acquire or procure acquirers for such number of additional Ordinary Shares
(the "Over-allotment Shares”), representing additional Ordinary Shares to be issued by the
Company, as represents up to 10% of the total number of Ordinary Shares to be made available in
the Global Offer (excluding any Over-allotment Shares) at the Offer Price to cover over-allotments
and/or cover short positions resulting from stabilisation transactions (the “Over-allotment Option”).
Over-allotment Shares made available pursuant to the Over-allotment Option will rank pari passu
with the Ordinary Shares, including for all dividends and other distributions declared, made or paid
on the New Ordinary Shares and will form a single class for all purposes with the other Ordinary
Shares.
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Expected timetable of principal events
and Global Offer statistics

Expected Timetable of Principal Events

Publication of the Prospectus and the announcement of the

Offer Price and allocations . . . . .................... 7.00 a.m. on 7 December 2007
Commencement of conditional dealings in Ordinary Shares

on London Stock Exchange . ...................... 8.00 a.m. on 7 December 2007
Admission and commencement of unconditional dealings in

Ordinary Shares on London Stock Exchange ... ........ 8.00 a.m. on 12 December 2007
Crediting of Ordinary Shares to CREST accounts ......... by 12 December 2007
Despatch of definitive share certificates (where applicable) . by 18 December 2007

Each of the times and dates in the above timetable is subject to change. All times are London times.

If Admission does not occur, all conditional dealings will be of no effect and any such dealings will
be at the sole risk of the parties concerned.

Global Offer Statistics

The Offer Price and the number of New Ordinary Shares being offered and related statistics have
been determined following a bookbuilding process as further described under “The Global Offer
and related matters” in Part XI.

The Offer Price has been agreed among the Joint Bookrunners and the Company, having regard to
the outcome of the bookbuilding process as described in Part XI. All Ordinary Shares issued or sold
pursuant to the Global Offer will be issued or sold at the Offer Price. The Offer Price is 540p per
Ordinary Share, which will enable the Company to raise gross proceeds of £1,363.5 million
(approximately US$2,761.1 million) if the Over-allotment Option is not exercised and
£1,499.9 million (approximately US$3,037.2 million) if the Over-allotment Option is exercised in full.
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Use of proceeds

Assuming no exercise of the Over-allotment Option, the net proceeds from the Global Offer
receivable by the Company will be approximately £1,280.0 million (approximately
US$2,592.1 million), after deduction of estimated expenses payable by the Company of
£83.5 million (approximately US$169.0 million).

The principal use of the proceeds of the Global Offer, supplemented by the cash resources
generated by the Group and, if appropriate, external, or project or other financing, is to grow the
Group both organically and through strategic acquisitions and, in particular, to provide funding for
the following:

e approximately US$1.7 billion will be allocated to the Group’s US$2.8 billion short- to
medium-term investment programme. The Directors anticipate that the cash resources
generated by the Group (and, if appropriate, external or project or other financing) will
provide the balance of the funding required to fulfil the Group’s short- to medium-term
investment programme. This US$2.8 billion investment programme includes the following
projects:

e within the Ferroalloy Division, the construction of a second pelletiser and other capital
improvements and the expansion of production capacity by up to approximately 200,000
tonnes per annum through the construction of two new furnaces (approximately
US$270 million).

e the expansion of the Group’s iron ore concentrate production capacity by up to
approximately 4 million tonnes per annum (approximately US$320 million).

e the construction of a DRI plant at the Iron Ore Division with an estimated annual capacity
of up to 1.8 million tonnes per annum and the expansion of the Group’s iron ore pellitiser
capacity by up to 5 million tonnes per annum (approximately US$800 to US$900 million).

e the expansion of the Group’s alumina production capacity by up to approximately
300,000 tonnes per annum and an upgrade to sandy alumina production quality
(approximately US$240 million).

e the ongoing construction of the Group’s new aluminium smelter which is expected to have
a maximum annual capacity of 250,000 tonnes by 2011 (approximately US$410 million).

e within the Energy Division, the refurbishment of certain existing generator blocks and the
installation of 300 MWh of additional capacity through the construction of a new
generator and turbine and the installation of a new stripping complex (approximately
US$295 million).

e additional growth and improvement projects across the Group’s divisions.

e approximately US$110 million will be used to satisfy the balance of the consideration payable
in respect of the Group’s acquisition of a controlling interest in the Serov Group and certain
related entities (further details of which are set out in “Part X: Related party transactions”).

e US$500 million will be used to fund the pre-IPO dividend.

e the balance will be used to reduce the Group’s leverage and/or to fund acquisition
opportunities which may arise.

Pending investment, the net proceeds will be placed on deposit.
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Dividend policy

On 6 December 2007, the Company declared a pre-IPO interim dividend of US$500 million. The
declaration of this dividend is subject to (inter alia) receipt by the Company of the net proceeds of
the Global Offer. The Directors do not intend to declare any further dividends in respect of the year
ended 31 December 2007. Following Admission, the Directors intend to adopt a progressive
dividend policy that will take into account the profitability of the business and underlying growth
in earnings of the Group, as well as its capital requirements, industry practice and cash flows, while
maintaining an appropriate level of dividend cover. Thereafter, the Directors intend that interim
and final dividends will be paid in the approximate proportions of one-third and two-thirds of the
total annual dividend, respectively.

Dividends will be declared by the Company in US Dollars. Unless a Shareholder elects to receive
dividends in US Dollars, they will be paid in Sterling with the US Dollar dividend being converted
into Sterling at exchange rates prevailing at the time of payment. The Company may only pay
dividends if distributable reserves are available for this purpose. As a holding company the
Company'’s ability to pay dividends will principally depend upon dividends or interest paid by its
subsidiaries. Please see the risk factor headed “The holding company structure means that the
Company'’s ability to pay dividends is dependent on distributions received from its subsidiaries” on
page 22 for further details.
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Part I: Information on Kazakhstan

Introduction

The Republic of Kazakhstan, which after Russia is the second largest former Soviet republic in terms
of landmass, became an independent and democratic political entity in 1991. Kazakhstan is rich in
natural resources and, consequently, its economic development has been and remains highly
dependent upon the extraction and export of oil, gas and minerals. Kazakhstan is a leading
producer of both ferrous and non-ferrous metals, grains, fuel and oil products. The country is also a
significant exporter of wool, meat, machinery and various chemicals. Kazakhstan has recently
enjoyed relatively high levels of foreign direct investment, particularly in the oil and gas sector,
compared to most developing nations.

Since 1991, economic and structural reforms have helped Kazakhstan to develop an independent
market economy. Economic reforms and government-sponsored privatisation in the mid-1990s
helped shift assets into the private sector, which contributed to economic growth in the early 2000s.
Real GDP grew at an annual rate of 9.8% in 2002, 9.3% in 2003, 9.4% in 2004, 9.7% in 2005 and
10.6% in 2006. Year-on-year consumer price inflation in Kazakhstan has gradually increased from
6.0% in 2001 to 8.6% in 2006. In 2002, Kazakhstan became the first country in the Commonwealth
of Independent States (“CIS") to receive an investment grade rating from Moody's Investors Service.
In 2004, this investment grade rating was upgraded to Ba/NP, while Standard & Poor’s upgraded
long-term local and foreign Kazakhstan currency ratings to BBB/BBB —, and raised the Kazakhstan
short-term foreign currency rating to A-3. On 8 October 2007, Standard & Poor’s announced that it
had lowered Kazakhstan’s long-term foreign currency sovereign ratings to BBB —. Economic reform
in Kazakhstan is an ongoing process and continues today. Kazakhstan is currently in the process of
developing a new legal framework that includes revised tax, securities, bankruptcy, joint-stock
company, currency control and auditing laws.

Geography and Demography

Kazakhstan is located in Central Asia and is bordered by Russia to the north and north-west, China
to the east, Kyrgyzstan, Uzbekistan and Turkmenistan to the south and the Caspian Sea to the west.
It is the ninth largest country in the world, covering 2.7 million square kilometres, approximately
the same size as western Europe. In December 1997, the capital and most state bodies moved from
Almaty, located in southeast Kazakhstan, to Astana, located in central Kazakhstan. AlImaty remains
Kazakhstan’s principal business and financial centre and is the country’s largest city.

The country has a population of approximately 15.3 million and is one of the most sparsely
populated countries in the world, with an average population density of approximately 5.6 people
per square kilometre. Kazakhstan’s population is ethnically diverse with more than 120 different
ethnic groups. Ethnic Kazakhs account for approximately 55% of the population, followed by
Russians (30%) and Ukrainians (4%). The relative size of the Kazakh ethnic group has increased
since the country’s independence, primarily due to non-Kazakh emigration, higher ethnic Kazakh
birth rates and the return of many ethnic Kazakhs from other countries.

Kazakh is the official language of Kazakhstan and is spoken by approximately half of the
population. Russian is spoken by more than three-quarters of the population and is officially
recognised for use in state matters and local government. Kazakhstan’s adult literacy rate is
approximately 99%.

Constitution and Government

Constitution

Since 1991, Kazakhstan has been one of the most politically stable countries in the CIS. The country’s
current constitution (the “Constitution”) was adopted in August 1995 and amended in October
1998 and May 2007. The Constitution provides for a tripartite structure of government with
executive, legislative and judicial branches.
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Executive Branch

The executive branch of the government is responsible for implementing laws, decrees and
international agreements, preparing and implementing the budget, establishing fiscal policy,
carrying out social policy and defending the rights and freedoms of citizens.

Under the Constitution, the President is the head of State and Kazakhstan’s highest ranking official.
The President has the primary responsibility for Kazakhstan’s domestic and foreign policy, is
commander-in-chief of the armed forces and has the power to issue decrees and resolutions that
are binding on the entire State. Only the President can initiate constitutional amendments, call
referenda and appoint administrative heads of regions, including the heads of the capital, Astana,
and the city of Almaty. In certain circumstances, the President has the power to dissolve Parliament.

The President enjoys other significant powers of appointment and dismissal, including the power to
appoint and dismiss the Prime Minister, the Cabinet members and the Governor of Kazakhstan's
central bank.

The Constitution, as recently amended, provides that the President is elected to office by popular
vote for a term of five years and Mr. Nazarbayey, the current President, may under the Constitution,
serve an unlimited number of terms of office. In December 1991, Mr. Nazarbayev, who had been the
First Secretary of the Communist Party of Kazakhstan, was elected as the first President of
Kazakhstan. A referendum in April 1995 extended the term of his presidency until 2000, and he was
re-elected in January 1999 and December 2005. His current term of office is seven years, which
expires in 2012.

The Government, which includes the Prime Minister as its executive head, one or more Deputy
Prime Ministers and other ministers and officials, is the body that heads the executive branch of
government. Members of the Government are appointed by the President, based on the Prime
Minister’s recommendations, for a term of five years. The Government is automatically dissolved
after each presidential election to allow the President to form a new administration. Neither the
Prime Minister nor the members of the Government are members of Parliament.

Legislative Branch

Kazakhstan has had four different parliamentary structures since 1991. The current structure
includes a bicameral Parliament, which consists of an upper chamber (the “Senate”) of 47 Senators
and a lower chamber (the “Majilis”) of 107 deputies. The President appoints 15 Senators and
representative bodies of the regional and municipal authorities appoint the remainder. Nine of the
107 deputies of the Majilis are selected by the People’s Assembly of Kazakhstan, a cultural advisory
body to the President whose members are selected by the President. The remaining 98 deputies of
the Majilis are selected by the President from the party list of the parties that win the election.
Senators serve six-year terms and deputies of the Majilis serve five-year terms. Senator elections
were last held in 2005 and will next be held in 2008. Elections of the Majilis were last held in August
2007 and will next be held in 2012. All deputies of the current Majilis are members of the National
Democratic Party Nur Otan, of which President Nazarbayev is the chairperson. The Organisation for
Security and Cooperation in Europe has criticised Kazakhstan's three past elections for falling below
international standards because of the President’s party’s dominance of the political scene and the
weakness of the opposition.

Judicial Branch

Judicial authority is vested in the Supreme Court, the Constitutional Council and regional and
district level courts. The Supreme Court is the highest judicial body for all civil and criminal matters.
The chairperson and the judges of the Supreme Court are elected by the Senate from candidates
nominated by the President based on recommendations of the Supreme Judicial Council. The
Supreme Judicial Council is comprised of members appointed by the President and includes the
chairperson of the Constitutional Council, the Attorney General and the Minister of Justice.
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Kazakhstan’s Position in the International Community

Kazakhstan has established diplomatic relations with over 120 countries and is a full member of the
United Nations, the International Monetary Fund (“IMF”), the World Bank, the United Nations
Educational, Scientific and Cultural Organisation, the International Atomic Energy Agency,
the European Bank for Reconstruction and Development, the Asian Development Bank, the
International Development Association, the Multilateral Investment Guarantee Agency, the
International Finance Corporation, the International Organisation of Securities Commissions and
the Islamic Development Bank. In addition, Kazakhstan has observer status with the World Trade
Organisation. Kazakhstan agreed an economic stabilisation programme with the IMF and has
received standby and extended fund facilities from the IMF totalling to 538,300,000 Special
Drawing Rights (approximately US$850,000,000), all of which have been repaid. Kazakhstan is a
party to the Partnership and Co-operation Agreement with the EU, which took effect in 1999. In
1994, Kazakhstan joined NATQO'’s Partnership for Peace Programme.

The Kazakhstan Economy

Kazakhstan’s economy is highly dependent on the successful development of the oil industry.
Kazakhstan’s economy is expanding rapidly, posting real GDP growth in 2006 of 10.6% and over 9%
for each of the past five years, fuelled by increased global demand for oil and high oil prices. In
addition to the fast growing oil sector, other rapidly expanding sectors of the economy include
construction, financial services and communications. Since 2002, economic growth in Kazakhstan
has led to an increase in spending on imports. High oil prices created a surplus in the current
account of the balance of payments and increased foreign exchange reserves, reducing inflationary
pressure on the country’s economy. In the post-Soviet era, Kazakhstan has received about
80 percent of the total foreign investment in Central Asia. Inflows of foreign direct investment have
been in excess of US$1bn per year since 1995, and have averaged nearly US$2bn per year over the
past ten years, giving it the highest per capita rate of foreign direct investment in the FSU over the
period. However, Kazakhstan’s economy, and particularly its banking sector, has encountered a
period of instability in recent months. Inflation has increased beyond expectations and the credit
ratings of a number of major banks in Kazakhstan have been downgraded.

A number of international companies in the resource sector currently operate in Kazakhstan,
including ArcelorMittal, Areva, BP and Shell.

The table below sets out Kazakhstan's GDP, real GDP growth and inflation for the years 2002
to 2006.

2002 2003 2004 2005 2006

GDP (US$ bn) . . o o 24.6 30.8 43.2 57.1 77.2
Real GDP growth (% change) . . ......... . ... . ... . . . ... . . . ... 9.8 9.3 9.4 9.7 10.6
Inflation (consumer price index % change) . .. ...... ... . ... . ...... 6.0 6.5 6.9 7.6 8.6

Source: Economist Intelligence Unit

The country’s rapid economic growth has stimulated employment and raised living standards.
Unemployment rates in Kazakhstan declined from 8.3% to 7.9% between February 2006 and
February 2007 and salaries have increased in recent years.

Mining regulatory regime in Kazakhstan
General

In Kazakhstan, all subsurface reserves belong to the State. Exploration and production rights are
granted by the State, which exercises its powers in this regard through the designated government
agency, currently the Ministry of Energy and Mineral Resources (“MEMR"). Subsurface use rights are
granted for a specific period, but may be extended before the expiration of the contract or licence.
Subsurface use rights may be terminated by the State if the counter-party does not satisfy its
contractual obligations, which generally includes compliance with long-term and annual work
programme commitments, payment of royalties and taxes to the State and the satisfaction of
mining, environmental, safety and health requirements.
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Between August 1994 and August 1999, both a licence and a separate subsurface use contract were
required for exploration and production of the hydrocarbons and mining sectors. Licences were
regulated by a relevant government licensing body while contracts were regulated by a separate
contracting government agency. In August 1999, the State abolished the two-tier process.
Subsurface use rights are now established only by a subsurface use contract and no licence is
required. Licences previously issued, however, remain valid. Currently, licences which remain valid
and subsurface use contracts are both regulated by MEMR.

Although the State developed a model contract for subsurface use contracts, final contracts are
negotiated between the contracting parties.

Kazakh law endeavours to provide a stable investing climate and has traditionally guaranteed the
stability of the terms and conditions of subsurface use rights, even if subsequent legislation
provides for less favourable terms and conditions. If a contract provides that the terms and
conditions cannot be changed without the parties’ consent, changes introduced by subsequent
legislation are not applicable unless the parties either expressly agree or if new legislation expressly
provides for retroactive effect. This protection from the effects of subsequent legislation is not
available for certain matters, including those relating to defence, health, protection,
environmental safety, national security and, since 1 January 2004, tax. New legislation, which
became effective in November 2007, grants the Kazakh government the right to require
amendments to, or to unilaterally terminate, subsurface use contracts of strategic importance if it is
determined that the operations thereof have a material impact on the economic position of the
Republic which creates a significant threat to national security. This law has retroactive effect.

Relevant legislation
There have been three main phases of subsurface use regulation in Kazakhstan:
e the pre-August 1994 regime, from Kazakhstan’s independence in 1991 to August 1994;

e the licensing regime from August 1994 to August 1999, which had two sub-phases:
(i) August 1994 to January 1996; and (ii) January 1996 to August 1999; and

e the contract regime that began in August 1999.

The Group acquired subsurface use rights during the latest two of these phases. The relevant
regulatory regime for each subsurface use right is the legal regime in place at the time when the
licences were granted and/or the contracts were executed.

Pre-August 1994 regime

After the collapse of the Soviet Union, matters concerning subsurface use rights were regulated by
a subsurface code adopted after Kazakhstan’s independence. Licensing was introduced in
April 1994 by presidential decree and was implemented by the Licensing Regulations adopted in
August 1994.

Licensing regime

Under the licensing regime, a licence from the government, as the licensing body, was the
pre-requisite for obtaining subsurface use rights and the basis for negotiation of a subsurface use
contract with the relevant contracting government agency. Licences outlined in general terms the
licensee's permitted subsurface use operations, including exploration and/or production rights. The
subsurface use contract, which was also required for the granting of exploration and production
rights, had to be consistent with the provisions of the corresponding licence.

August 1994 to January 1996 (“Licensing Regulations”)

Under the Licensing Regulations, both exploration and production licences had to identify the
licensee, the purpose of the licensee’s subsurface use, a description of the licence area, the term of
the licence and a minimum work programme. Other provisions could include subsurface use
payments, planned production volumes, production sharing mechanisms, rights to information
gained during the course of subsurface use operations, health, safety and environmental
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provisions, monitoring procedures, local content requirements, training obligations, provisions for
extensions, terms for signing of subsurface use contracts and terms for the use of equipment and
infrastructure.

Term of the licence under the Licensing Regulations

The term of an exploration licence was up to five years, with the possibility of two extensions. The
term of a production licence was up to 20 years, with the possibility of extensions for an unspecified
duration and the term of a combined licence for exploration and production was up to 25 years,
plus extensions.

Suspension, termination or revocation of licences

The Licensing Regulations did not provide for specific provisions relating to the suspension or
revocation of licences. Any breach of a licensee’s provisions triggered a right of suspension or
termination exercisable by the relevant governmental authority. However, in practice, this right
was only exercised upon a material breach of the licence provisions. Termination was also required
if the licence was issued based on false information provided by the licensee, the officials involved
had an undisclosed agreement, or if the licensee conducted subsurface use operations not
permitted under the licence, failed to make required payments, regularly violated environmental
or safety rules, or entered into liquidation or bankruptcy. Finally, the licence was terminated if the
licensee failed to commence subsurface operations within the deadlines established by the licence
or voluntarily relinquished its subsurface use rights.

January 1996 to August 1999 (“Subsurface Law”)

The Subsurface Law of 26 January 1996 established into law the prior two-tier licensing and
contract regime of the Licensing Regulations, and specifically recognised the validity of previously
issued licences and contracts. The Subsurface Law for the first time introduced by legislation the
concept of suspension, that allowed a grace period for a licensee to remedy the breach and avoid
complete termination of its subsurface use rights. The corresponding contracts for licences issued
prior to the Subsurface Law could also contractually contain suspension provisions. Amendments to
the Subsurface Law made on 13 January 2007, repealed the provisions regarding suspension of
subsurface use contracts. However these amendments do not impact the provisions of subsurface
use contracts signed before 13 January 2007.

Term of the licence under the Subsurface Law

Under the Subsurface Law, licences for exploration activities were granted for a period of up to six
years. If the agreed work programme and other obligations were fulfilled the exploration term
could generally be extended for up to two 2-year periods.

Licences for production were granted for a period of up to 25 years with no limit on the term of
extension. Combined licences were granted for a period that included the exploration and
production licence periods, including any extensions for exploration. The term of the licence for
exploration or production could be extended if the licensee had applied for an extension at least
12 months prior to its expiration.

Suspension, termination or revocation of licences

MEMR, as the licensing authority, is able to suspend a licence for a period of up to six months if a
licensee conducts activities not permitted by the licence, violates the conditions of the licence,
carries out activities not in accordance with the work programme stipulated by the contract or
systematically or materially breaches applicable environmental protection and safety legislation.

If a licensee fails to rectify the circumstances, its licence can be suspended or revoked. Revocation
could also result if the licensee did not conclude a contract within the required timeframe or if
production levels are set below the geological potential of the relevant deposit.

The licence terminates upon expiration of the licence term, liquidation of the licensee or revocation
of the licence by MEMR. MEMR s also able to terminate the licence if the conditions of the licence
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are not fulfilled. Furthermore, if a particular combination of shareholders is required by the licence,
a change in the shareholding structure without the consent of MEMR could be grounds to
terminate the licence.

Post-August 1999 (“Contract Regime”)

As a result of amendments to the legislation on subsurface use in August 1999, the rights to
exploration and production are now granted solely on the basis of a contract executed by the
subsurface user and the government contracting agency, which is currently MEMR. The
amendments to the Subsurface Law specifically provided that all previously issued licences remain
valid. Existing licences are governed by the law in effect at the time the licences were issued and
may still be extended in accordance with such prior law.

In addition, the amendments to the legislation generally require an open tender for subsurface use
rights, but an entity that makes a commercial discovery and seeks related production rights may
engage in direct negotiations.

Term of the contract

The term for granting subsurface use under the Contract Regime continues to be 6 years for
exploration, with two 2-year extensions, and 25 years for production. The only significant
difference is that subsurface use rights may be granted for up to 45 years if the deposit under
contract contains significant or unique reserves.

Other subsurface use terms
Rehabilitation

All subsurface users carrying out subsurface use operations are required by law to set up a fund
("Rehabilitation Fund”) to rehabilitate land damaged by subsurface use activity. The amount
payable into the fund is established within the terms of the subsurface use contract. Subsurface
users are generally required to make quarterly or annual payments to the Rehabilitation Fund. For
mines related to metal ore production and coal mining, a subsurface user must set aside an amount
(usually not exceeding 1% of annual sales revenue) which has been negotiated between the
competent authority and the subsurface user.

Assignment, transfer and amendments of subsurface use rights

Assignments, transfers, amendments and pledges of subsurface use rights may only be made with
the prior consent of MEMR. Assignments and transfers include assignments of the rights in a
subsurface use contract and alienation of shares (interests) in a subsurface use company, including a
transfer of shares or rights as contributions to the charter capital of another legal entity, the sale of
the property complex, sales of interests during bankruptcy proceedings or upon the privatisation of
the subsurface user by the State.

Article 71 of the Subsurface Law, as amended on 1 December 2004 and 14 October 2005, provides
the State with a pre-emptive right to acquire subsurface use rights in a subsurface use contract, an
interest in a company holding subsurface use rights, as well as in any entity which may directly or
indirectly determine or exert influence on decisions made by a subsurface user, if the main activity
of such entity is related to subsurface use in Kazakhstan. This pre-emptive right permits the State to
purchase any such subsurface use rights or equity interests being offered for transfer on terms no
less favourable than those offered by other purchasers. The relevant government authority has the
right to terminate a subsurface user contract if a transaction takes place in breach of this law. These
provisions apply both to Kazakh and overseas entities. The exact scope of the law is uncertain and
there is insufficient precedent to indicate how it may be applied in all situations. For example, it is
unclear how this law applies to publicly traded companies.

Relinquishment

Relinquishment obligations of subsurface use rights within the contract area are set out in the
contract (and licence where applicable). Usually exploration contracts provide for the
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relinquishment of the contract area on an annual basis, based upon certain percentages of the total
contract area, but excluding the territory on which a commercial discovery has been made. By the
end of the exploration term, all of the contract area must be returned, apart from the territory on
which a commercial discovery is made.

Balance reserves

If subsurface use rights are determined by reference to reserves, and the actual reserves prove to be
lower than anticipated, the subsurface user is not automatically entitled to an adjustment of the
terms and conditions of the subsurface use contract. If the reserves prove to be higher than
anticipated, the contract usually provides for an obligation to amend the contract to specify
additional obligations on the subsurface user.

Taxation of subsurface use rights
Taxation of subsurface users

Subsurface users operate under special tax provisions set out in the subsurface use contracts.
Generally, subsurface use contracts establish procedures for the calculation and payment of the
following taxes: excess profit tax; special subsurface use payments (bonuses and royalties for tax
royalty contracts); and generally applicable business taxes such as corporate income tax and value-
added tax (“VAT"). The Kazakh Tax Code also provides for a special tax regime for production
sharing agreements, which historically have only been used for petroleum contracts. Prior to their
conclusion, all subsurface use contracts are subject to compulsory tax reviews. The purpose of these
reviews is to confirm that the contractual tax regime is consistent with the tax law in force when the
contract is signed. The reviews take into account the specific conditions of the subsurface contract.

The following is a description of the substantive provisions of the tax regime that applies to most of
ENRC's current contracts and licences (where applicable).

Tax regimes

Since 1995, subsurface contracts for mining deposits have been taxed under a tax royalty regime
(also known as the model 1 tax regime). The tax royalty regime envisages the payment by the
subsurface user of all generally established taxes and other payments included in the Kazakh
Tax Code.

“Ring fencing” provisions

Subsurface users operating under more than one subsurface use contract or licence, or having
activities outside of the scope of their subsurface use contracts or licences, are required to maintain
separate records of their tax liabilities with respect to each of the tax regimes established in each
subsurface use contract as well as for activities outside the scope of any contract. Consolidation of
the results of operations between subsurface use contracts or licences (where applicable) is not
permitted for subsurface use taxation purposes.

Tax payments of subsurface users

The taxes and other special payments are as follows:

Bonuses

Subscription or signing bonuses are fixed lump sum payments made by subsurface users for the
right to use the subsurface in question. Subscription bonuses are determined in subsurface use
contracts or licences and are based on the estimated volume of mineral resources and the estimated
economic value of the areas covered by the contract. Subscription bonuses are payable within
30 days after the signing of the subsurface use contract.

Commercial discovery bonuses are amounts paid to the government in respect of each commercial
discovery of mineral resources in Kazakhstan paid at 0.1% of the assessment base. Commercial
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discovery bonuses are based on the value of the recoverable reserves approved by the State
Commission on Reserves.

For subsurface use contracts signed between January 1997 and July 1998, the tax regime may also
include production bonuses. Production bonuses are lump sum fixed payments which must be paid
when the subsurface user reaches certain production levels established in the subsurface
use contract.

Royalties

Royalties are calculated and paid separately for each type of mineral resource extracted. Royalties
may be paid either in monetary form or in kind. Royalty payments are determined as a percentage
of the volume of the extracted resources and may be based on either a flat rate or a sliding scale.
Export duties

All goods, with a few exceptions, are exempt from customs duties when exported from Kazakhstan.
Certain restrictions and licensing requirements may apply to the export of goods from Kazakhstan.
Import duties

Most goods imported into Kazakhstan are subject to import customs duties, customs fees for the
customs clearance and import VAT.

Other taxes

Subsurface users are also subject to generally applicable taxes and obligatory payments in
Kazakhstan such as corporate income tax, VAT, property tax and social tax.

Tax rates

The general corporate income tax rate is 30%.

Dividends and interest payable to resident and non-resident legal entities are also subject to
withholding tax at a rate of 15%, except where the rate is modified by a double-taxation treaty.
Excess profits tax

Excess profit tax is assessed after taking a deduction for corporate income tax and is paid separately
with respect to each subsurface use contract. For contracts signed between 1 January 1997 and
1 January 2005, the excess profit tax rate is dependent on the internal rate of return. The rate of tax
rises progressively from 0% to 30% once the internal rate of return exceeds 20%. For contracts
signed after that period, the rate of excess profit tax is determined by the ratio of income to
deductions. If this ratio exceeds 20% the rate of tax rises progressively from 10% to 60%.
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Overview

ENRC is a leading diversified natural resources group with integrated mining, processing, energy,
logistical and marketing operations. The majority of the Group's assets were acquired in the
privatisation process undertaken in Kazakhstan in the mid-1990s. The Company is a holding
company incorporated in England and Wales and was formed as part of a reorganisation in
December 2006 to simplify the ownership structure of the Group’s assets and to consolidate them in
a single group of companies. The Group’s production assets are located in the Republic of
Kazakhstan, where it employs approximately 62,000 people. In 2006, the Group accounted for
approximately 4% of Kazakhstan’s GDP. The Group currently sells its products to customers around
the world, including in Russia, China, Japan, Western Europe and the United States. For the year
ended 31 December 2006, the Group had revenue of US$3,256 million (2005: US$2,950 million) and
net profit of US$686 million (2005: US$777 million). For the six months ended 30 June 2007, the
Group had revenue of US$1,856 million (US$1,514 million for the six months ended 30 June 2006
(unaudited)) and net profit of US$388 million (US$321 million for the six months ended
30 June 2006 (unaudited)).

The Group has five operating divisions:

The Ferroalloy Division. The Ferroalloy Division produces and sells ferrochrome and other
ferroalloys, primarily to steel producers, and sells chrome ore and manganese ore to third-party
ferroalloy producers and the chemical industry. The Ferroalloy Division’s vertically integrated
operations include chrome ore and manganese ore mines, two ferroalloy processing plants and a
gas power station. The Ferroalloy Division’s chrome ore reserves are believed to be the largest in the
CIS (169.3 million tonnes as at 1 July 2007) and are believed to have a higher grade (42.1%) than
those of other large-scale producers. Furthermore, according to Heinz H. Pariser estimates, based
on 2006 data, the Ferroalloy Division is the world’s largest producer of ferrochrome on a chrome
content basis and has the lowest cash costs of all ferrochrome producers in the world. In 2006, the
Ferroalloy Division produced approximately 3.41 million tonnes of saleable chrome ore, 0.86 million
tonnes of manganese ore concentrate and approximately 1.39 million tonnes of ferroalloys,
including approximately 0.96 million tonnes of its primary product, high-carbon ferrochrome. For
the year ended 31 December 2006, the Ferroalloy Division had total third-party revenue of
US$1,473 million, which represented 45.2% of the Group’s combined and consolidated revenue. For
the six months ended 30 June 2007, the Ferroalloy Division had total third-party revenue of
US$917 million, which represented 49.4% of the Group’s combined and consolidated revenue.

The Iron Ore Division. The Iron Ore Division produces and sells iron ore concentrate and pellets
primarily to steel producers. According to CRU estimates, based on 2006 data, the Iron Ore Division
operates the largest iron ore mining and processing enterprise in Kazakhstan, is the sixth largest
iron ore exporter by volume in the world and is in the lowest third of the industry cost curve for
global iron ore pellet production. The Iron Ore Division’s operations include iron ore mines,
crushing, beneficiation and pelletising plants and a thermal power station. In 2006, the Iron Ore
Division mined approximately 38.8 million tonnes of iron ore. This was processed into 16.1 million
tonnes of iron ore concentrate, of which 7.0 million tonnes were retained for sale and the balance
was used to produce 8.5 million tonnes of iron ore pellets. For the year ended 31 December 2006,
the Iron Ore Division had total third-party revenue of US$829 million, which represented 25.5% of
the Group’s combined and consolidated revenue. For the six months ended 30 June 2007, the Iron
Ore Division had total third-party revenue of US$457 million, which represented 24.6% of the
Group’s combined and consolidated revenue.

The Alumina and Aluminium Division. The Alumina and Aluminium Division produces and sells
alumina to aluminium producers. According to CRU estimates, based on 2006 data, the Alumina
and Aluminium Division is the fifth largest supplier of traded alumina by volume in the world and is
in the lowest quartile of the industry cost curve for alumina producers globally. The Alumina and
Aluminium Division’s vertically integrated operations include two bauxite mining units, a limestone
mine, an alumina refinery and a power station. In addition, the Alumina and Aluminium Division is
constructing a new aluminium smelter that will allow the division to process its alumina into
aluminium. The smelter is expected to be commissioned by 31 December 2007 and achieve full
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production capacity of 250,000 tonnes per annum by 2011. In 2006, the Alumina and Aluminium
Division mined approximately 4.9 million tonnes of bauxite and produced approximately 1.5 million
tonnes of alumina. For the year ended 31 December 2006, the Alumina and Aluminium Division had
revenue of US$612 million. US$602 million of this was derived from third-party sales, representing
18.5% of the Group’s combined and consolidated revenue. For the six months ended 30 June 2007,
the Alumina and Aluminium Division had revenue of US$325 million. US$324 million of this was
derived from third-party sales, which represented 17.5% of the Group’s combined and consolidated
revenue.

The Energy Division. The Energy Division is one of the largest electricity providers in Kazakhstan,
accounting for approximately 16% of the country’s recorded electricity production in 2006. The
Energy Division provides a cost-effective energy supply to the Group's principal operating divisions
as well as producing a surplus for sales to third parties in Kazakhstan. For the year ended
31 December 2006, the Energy Division had revenue of US$263 million, of which US$154 million was
derived from third-party sales, representing 4.7% of the Group’s combined and consolidated
revenue. For the six months ended 30 June 2007, the Energy Division had revenue of
US$157 million, US$93 million of which was derived from third-party sales, representing 5.0% of the
Group’s combined and consolidated revenue.

The Logistics Division. The Logistics Division provides effective transportation and logistics services
to the Group's principal operating divisions and to third parties. The Logistics Division’s operations
include freight forwarding, wagon repair services and railway construction and repair services. The
Logistics Division mitigates many of the risks associated with the supply of raw materials and
delivery of products to customers by providing the Group with reliable delivery services. In addition,
the Logistics Division operates a railway transfer and reloading terminal on the Kazakhstan and
China border, facilitating the Group's access to the growing market in China. For the year ended
31 December 2006, the Logistics Division transported over 61.7 million tonnes of goods, of which
approximately 87.3% was intra-Group. For the year ended 31 December 2006, the Logistics Division
had revenue of US$277 million, of which US$198 million was derived from third-party sales,
representing 6.1% of the Group’s combined and consolidated revenue. For the six months ended
30 June 2007, the Logistics Division had revenue of US$102 million, US$65 million of which was
derived from third-party sales, which represented 3.5% of the Group’s combined and consolidated
revenue.

In addition to its principal operating divisions, the Group has a centralised sales and marketing
function that coordinates the operating divisions’ monitoring of markets, production strategy and
external sales. This offers the Group several competitive advantages including the identification
and exploitation of market synergies and improved operational efficiencies.
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With its internal supply of key raw materials, processing capability, energy sources, logistics services
and centralised sales and marketing function, the Group benefits from a fully integrated business
model as follows:
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(1)  Once in service, the aluminium smelter, which is expected to be commissioned by 31 December 2007, will receive
alumina from the Alumina and Aluminium Division and electricity from the Energy Division.
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The following table sets out selected consolidated financial information for the years ended
31 December 2004, 2005 and 2006 and the six months ended 30 June 2007. The information has
been extracted without material adjustment from the “Financial information” in Part V. Neither
Adjusted EBITDA nor Adjusted EBITDA Margin is a measure of financial performance under IFRS.
See “Note 4, Segment information” in Part V for a reconciliation of profit to Adjusted EBITDA for
the years ended 31 December 2004, 2005 and 2006 and the six months ended 30 June 2007.

Alumina and Group and Intra-
Ferroalloy Iron Ore  Aluminium Energy Logistics unallocated Group
US$ in millions Division Division Division Division Division items Eliminations Total
Segment revenue
2004 . ... ... 1,287 883 384 211 57 — (131) 2,691
2005 ... ... 1,377 857 460 205 195 — (144) 2,950
2006 ... ... ... 1,473 829 612 263 277 — (198) 3,256
Six months ended
30 June 2007 . .. .. 917 457 325 157 102 — (102) 1,856
30 June 2006
(unaudited). . . .. 687 402 311 123 83 — (92) 1,514
Adjusted EBITDA®M
2004 ... ... ... 669 576 186 66 19 (14) — 1,502
2005 . ... ... ... .. 606 479 182 67 47 (18) — 1,363
2006 ... ... 547 323 277 77 54 (22) — 1,256
Six months ended
30 June 2007 . . . .. 405 197 132 65 23 (25) — 797
30 June 2006
(unaudited). . . .. 212 151 156 44 26 (14) — 575
Adjusted EBITDA
Margin®@
2004 ... ... ... 52.0% 65.2% 48.4% 31.3% 33.3% — — 55.8%
2005 . ... ... ... .. 44.0% 55.9% 39.6% 32.7% 24.1% — —  46.2%
2006 . ... ... 37.1% 39.0% 45.3% 29.3% 19.5% — — 38.6%
Six months ended
30 June 2007 . . . .. 44.2% 43.1% 40.6% 41.4% 22.5% — —  42.9%
30 June 2006
(unaudited). . . .. 30.9% 37.6% 50.2% 35.8% 31.3% — —  38.0%

(1) Adjusted EBITDA represents profit before finance income, finance costs, income tax expense and depreciation and
amortisation (including negative goodwill), as further adjusted to add back exceptional items. Exceptional items (costs
incurred in relation to the initial public offering) amounted to US$6 million for 2006 and US$20 million for the
six months ended 30 June 2007.

(2) Adjusted EBITDA Margin represents Adjusted EBITDA as a percentage of revenue.

Key strengths

The Directors believe that the key strengths of the Group are as follows:

Its diversified operations and reserves enable it to sell a wide range of commodity products,
reducing its vulnerability to the price volatility of individual commodities.

The Group sells a diversified portfolio of commodity products, including ferrochrome, other
ferroalloys, chrome ore, manganese ore, iron ore concentrate and pellets, alumina, coal and
electricity and, therefore, does not rely on a single commodity or product. The Group’s
diversification reduces its vulnerability to the price volatility of individual commodities and its
reliance on individual customers, regions or operating entities.

It has substantial high quality assets and low costs of production.

According to Heinz H. Pariser estimates, based on 2006 data, the Group is the world’s largest
producer of ferrochrome based on chrome content. Further, according to CRU estimates, based on
2006 data, the Group is the world’s sixth largest iron ore exporter by volume and the world’s fifth
largest supplier of traded alumina by volume. The Group also believes that it benefits from higher
quality chrome ore reserves than those of other large-scale producers, which allow the Group to
produce a broader range of ferrochrome products than its competitors. Its integrated mining and
processing operations combine mines with long reserve lives and large, well established production
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facilities. With the Group's operations also benefiting from Kazakhstan’s competitive labour and
power costs, it has low cash costs of production. ENRC's cash costs of production for the year ended
31 December 2006 are the lowest in the world for ferrochrome (on a chrome content basis), in the
lowest quartile for alumina (on a metric tonne basis) and in the lowest third for iron ore pellets (on
a metric tonne basis).

The Group is geographically well positioned to benefit from attractive growth markets,
including China.

The Group’s locations give it excellent access to the neighbouring high growth markets of China
and Russia. The Ferroalloy Division’s primary operating facilities, in Aktobe in North-western
Kazakhstan and Aksu in North-eastern Kazakhstan, are close to the border of Russia and, through
the Company’s rail transfer station located on the Kazakhstan—-China border, provide relatively easy
access to China. The operations of the Iron Ore Division and Alumina and Aluminium Division are
located close to the Group’s key customers for iron ore and alumina, MMK and UC RUSAL,
respectively. ENRC's proximity to current and prospective customers in these regions provides a
significant competitive advantage in terms of customer service and transport costs. In addition,
ENRC's excellent strategic location leaves it well positioned to take advantage of opportunities to
acquire complementary businesses within the region.

It has vertically integrated operations from mine-to-market that ensure it has control over the
supply of its raw materials and access to other required services.

With its internal supply of raw materials, processing capabilities, energy sources, logistics support
and centralised sales and marketing function, the Group is fully integrated. The key raw materials
used in the Group’s primary products are sourced from the Group’s mines. The Group’s operations
are believed to include some of the largest and most diversified production facilities in the world,
which add significant value to the Group’s reserves and raw materials. Through its Energy and
Logistics Divisions the Group has secure access to low cost energy and reliable transport services. In
addition, the Group’s highly skilled and internationally experienced sales and marketing function
coordinates all of the Group's external sales, facilitating operational efficiencies throughout the
Group.

It has a proven track record of successfully implementing and managing a continuing
programme of significant capital investment.

The Group has extensive experience in implementing and managing its significant ongoing capital
investment programme to expand its operations, modernise and renew its equipment and increase
its capacity. For example, through its considerable capital expenditure programme, the Iron Ore
Division’s production has almost doubled between 1996 and 2006. In the three years ended
31 December 2006, the Group invested US$1,293 million in capital additions. The most significant
recent capital investment is the construction of the aluminium smelter in Pavlodar. Completion of
the first phase of the construction of the smelter occurred in September 2007, ahead of schedule
and in line with the Company’s budget. The total construction cost of the smelter is estimated to be
approximately US$869 million.

Its experienced management team has a proven track record of generating growth.

The Group benefits from the significant experience of its senior and operational management
teams. With an average of 21 years of metals and mining experience, the Group’s senior
management has a compelling track record of generating growth, both organically and through
strategic acquisitions. Members of the Group’s management also have a detailed knowledge of the
business and political environment in Kazakhstan.
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Strategy

The Group's strategy is to achieve growth as a leading natural resources group and to enhance
overall value for its shareholders. The key elements of this strategy are as follows:

Maintain and improve upon the Group’s low cost operations through a continued focus on
improved efficiency, cost control, economies of scale and investment in new technologies.

The Group intends to pursue investments that it believes will produce significant cost savings and
increase productivity. The Group’s new initiatives include the installation of a second chrome
pelletiser, the switch to sandy alumina production, the refurbishment of the Energy Division’s
turbine generator units and an upgrade to the Logistics Division’s transport facilities.

Continue expansion and development of the Group’s existing reserves and capacity.

The Group has extensive chrome ore, iron ore, bauxite and coal reserves. The Directors believe that
the value of the Group’s reserves can be maximised through expansion of its current operations.
The Group has identified specific opportunities to further exploit its reserves through investment in
existing facilities and construction of new facilities. The Group is implementing a short- to medium-
term investment programme of approximately US$2.8 billion through which it intends, among
other things, to invest approximately US$240 million in the Ferroalloy Division's Aksu ferroalloy
plant to install an additional 700 kilotonne per annum chrome pelletiser and construct new
furnaces to produce an additional 200,000 tonnes of high carbon ferrochrome per annum from
2011; approximately US$800 million to US$900 million to increase the Iron Ore Division’s pellet
plant capacity and install a 1.8 million tonne per annum DRI plant; and approximately
US$240 million to expand the Alumina and Aluminium Division’s alumina production capacity by up
to 300,000 tonnes per annum and convert to sandy alumina production.

Expand the Group’s asset portfolio and footprint in the region’s natural resources sector.

The Group holds a leading position in Kazakhstan’s natural resources sector and intends to focus its
asset development in Kazakhstan and the surrounding regions, which are generally rich in minerals.
On 4 December 2007, the Company entered into a conditional agreement to acquire (directly or
indirectly) a controlling interest in the Serov Group and certain related entities, which own a
chrome ore mining facility and ferrochrome smelter in eastern Russia. ENRC believes that significant
further opportunities to obtain mineral resources and production operations exist in several
countries in its region. The Directors believe that the Group has a competitive advantage in the
region and can capitalise on its relationships and management capability to secure future growth
opportunities.

Add value and increase customer diversity by expanding the Group’s production portfolio.

The Group intends to broaden its customer base through the production and sale of additional
downstream products. Anticipated projects include the ongoing construction of a smelter to
produce aluminium and the planned construction of the Iron Ore Division’s DRI plant.

Commit to high standards of corporate responsibility.

The Group strives to act as a good corporate citizen and maintain the social contract with its
employees and the communities in which it operates. In addition, the health and safety of the
Group's employees and the maintenance of high environmental performance standards are
significant priorities. The Group intends to pursue appropriate investment opportunities to
supplement and improve the Group’s environmental, health and safety programs. The Group’s
anticipated projects include the Ferroalloy Division’s investment of approximately US$21 million in
environmental improvement programmes.

Group history and background

The majority of the Group’s assets were acquired through the participation of the Founders
(i.e., Messrs. Patokh Chodiev, Alijan Ibragimov and Alexander Machkevitch) in the privatisation
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process in Kazakhstan between 1994 and 1996. The Company is a holding company incorporated in
England and Wales and was formed as part of a reorganisation in December 2006 to simplify the
ownership structure of the Group’s assets and to consolidate them in a single group of companies.

The Ferroalloy Division was established in 1995 when Kazchrome was formed as a joint stock
company in accordance with a decree of the Government of Kazakhstan and was acquired by the
Founders. Its mining operations initially comprised Kazchrome’s Donskoy GOK (the “Donskoy Unit")
and Kazchrome's Kazmarganets GOK (the “Kazmarganets Unit”). In 2004, to add to its manganese
mining operations, the Group acquired Zhairemsky GOK (the “Zhairem Unit"). The Ferroalloy
Division also includes the Aktobe and Aksu ferroalloy plants and the Akturbo gas power station.

The Iron Ore Division was established in 1996 through the acquisition by the Founders of SSGPO and
includes primary mining operations that produce iron ore, ancillary mining operations that produce
limestone, dolomite and bentonite-clay, an iron ore processing plant and a power plant.

The Alumina and Aluminium Division was established in 1996 through the merger of several mining
and energy-producing enterprises and an alumina refinery. The Alumina and Aluminium Division’s
assets include two bauxite mining units, a limestone mine, an alumina refinery and a power station.
In 2004, the Group began construction of a new aluminium smelter that is scheduled to be
commissioned by 31 December 2007 with an initial annual capacity of 62,500 tonnes per annum.

The Energy Division was established in 1996 through the acquisitions of the EEC power station, and
the division’s open pit coal mine and maintenance business.

The Logistics Division was first established in 1999. The principal businesses of the Logistics Division
are a freight forwarding company, a railway operating company and railway construction and
repair businesses.

Although the Group'’s principal assets were acquired by the Founders in the mid-1990s, they did not
comprise a single group of companies until December 2006, when the Reorganisation described in
paragraph 3 of Part Xl was implemented and the Company was incorporated. Prior to this
Reorganisation, the operating units currently comprising the Group were operated as standalone
entities, some of which had securities listed on KASE, with their own management structures and
minority shareholders (including the Kazakh government who held an interest directly in each of
the principal operating subsidiaries). These operating entities were ultimately controlled by the
Founders, and were informally managed on a collective basis with a number of other non-Group
businesses owned or controlled by the Founders. Prior to the Reorganisation, the operations now
comprising the Group focused on developing the businesses within Kazakhstan and the
International Mineral Resources B.V. and its subsidiaries (the “IMR Group”) focused on acquiring
and operating natural resources businesses outside of Kazakhstan.

As a result of the Reorganisation, which concluded in December 2006, the Company became the
holding company of the Group and the ownership structure was simplified, inter alia, so that the
interests held by the Kazakh government in the Group’s operating subsidiaries were exchanged for
a shareholding in the Company. Following the Reorganisation, a number of executives, including
Dr. Johannes Sittard and Mr. Jim Cochrane, who had previously worked for both the IMR Group and
Group entities, ceased to have an executive function with the IMR Group.

Following the Reorganisation, in addition to continuing to grow and develop its Kazakh
operations, the Group decided to pursue a strategy of regional expansion and on 4 December 2007,
entered into a conditional agreement to acquire the IMR Group's interest in the Serov Group (a
ferrochrome producer in eastern Russia) and certain related entities.

The Founders have agreed, under the relationship agreements described in Part IX, to offer the
Group a right of first refusal in respect of any new business opportunities that they (or entities
controlled by them, including the IMR Group), have within the natural resources sector (other than
oil, gas and water) in Kazakhstan, Russia, China, Mongolia, Uzbekistan, Turkmenistan, Kyrgyzstan
and/or Tajikistan.
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An overview of the current Group structure and its key operating subsidiaries is as follows:

Sales & Marketing

Aluminium Kazakhstan ENRC
Kazchrome Zhairem SSGPO of Aluminium EEC it
Logistics
Kazakhstan Smelter

Description of the Group’s operations
The Ferroalloy Division
Overview

The Group’s Ferroalloy Division produces and sells high-carbon ferrochrome (including speciality
grades such as low-phosphorus ferrochrome), medium- and low-carbon ferrochrome and other
alloys including ferrosilicochrome, ferrosilicomanganese and ferrosilicon, as well as chrome and
manganese concentrate. The Ferroalloy Division is vertically integrated: it owns and operates
chrome ore mines in northwest Kazakhstan and manganese ore mines in central Kazakhstan and
processes ore from its mines into ferroalloys at its Aksu and Aktobe Plants. The Logistics Division
transports a significant portion of the chrome ore and manganese ore to the Ferroalloy Division’s
two ferroalloy plants. A significant portion of the energy used by the Aksu and Aktobe Plants is
supplied by intra-Group sources. The Ferroalloy Division sells its ferroalloys primarily to steel
producers and sells the remaining chrome and manganese ore to third-party ferroalloy producers
and the chemical industry.
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The following diagram illustrates the vertical integration between the mining and production units
that comprise the Ferroalloy Division, and the Ferroalloy Division’s integration with the remainder
of the Group:
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EXTERNAL SALES VIA THE GROUP’S SALES AND MARKETING FUNCTION

The following table sets out selected financial information for the Ferroalloy Division for the years
ended 31 December 2004, 2005 and 2006 and the six months ended 30 June 2007. The information
has been extracted without material adjustment from the “Financial information” in Part V. Neither
Adjusted EBITDA nor Adjusted EBITDA Margin is a measure of financial performance under IFRS.
See “Note 4, Segment information” in Part V for a reconciliation of profit to Adjusted EBITDA for
the years ended 31 December 2004, 2005 and 2006, and the six months ended 30 June 2007.

Six months ended

Year ended 31 December 30 June
2004 2005 2006 2007

% of % of % of % of

Total Total Total Total
US$ in millions Group Group Group Group
Revenue . .......... 1,287 47.8% 1,377 46.7% 1,473 45.2% 917 49.4%
Adjusted EBITDA . . ... 669 44.5% 606 44.5% 547 43.6% 405 50.8%
Adjusted EBITDA Margin 52.0% 44.0% 37.1% 44.2%

The Ferroalloy Division has several strategic advantages over its major competitors. First,
Kazakhstan’s geographic location provides the Group with access to the rapidly growing Russian
and Chinese markets at relatively low transportation costs. Second, according to Heinz H. Pariser
estimates, based on 2006 data the Ferroalloy Division is the largest producer of ferrochrome on a
chrome content basis, in the world. Third, as described below in “ENRC’s Competitive Position”, the
Group is located at the bottom of the ferrochrome cost curve on a chrome content basis, well below
the industry average. This cost advantage is driven, in part, by the relatively low cost of electricity
consumed by the Group’s ferroalloy plants, which results from the generation of a significant
proportion of that electricity from within the Group and the relatively low cost of procuring energy
in Kazakhstan.

The Group’s high quality chrome ore reserves are believed to have a higher percentage chrome
content than those of other large-scale producers. The higher chrome content renders Kazakh
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ferrochrome more attractive to stainless steel producers that want to limit waste products and
carbon content. Finally, the Group can manufacture a wide range of products and reach diverse
customers because of its ability to produce both high-, medium- and low-carbon ferrochrome and
speciality grades of ferrochrome, such as low-phosphorus.

The following table sets out the production volumes for each of the Ferroalloy Division’s principal
saleable products for the years ended 31 December 2004, 2005 and 2006 and the six months ended
30 June 2007. The information set out below (other than the footnote) has been extracted and
summarised without material adjustment from the “MER" in Annex A.

Six months

ended

Year ended 31 December 30 June

Product (in kilotonnes) 2004 2005 2006 2007

Chromeore™ . . . . ... 3,320 3,580 3,410 1,887

Manganese ore. . . . ... ... 825 731 862 442
Ferroalloys:

High-carbon ferrochrome . . . . .. .............. 887 956 963 540

Medium- and low-carbon ferrochrome ... ... .. ... 73 72 77 34

Ferrosilicochrome . . . ... ... ... ... .......... 91 85 103 63

Ferrosilicomanganese . ..................... 137 155 203 77

Ferrosilicon . . . ... ... ... . ... .. 62 62 51 17

Total Ferroalloy. . . . .. ... ... .. . . 1,249 1,330 1,398 730

(1) A proportion of the Ferroalloy Division’s chrome ore is consumed in the production of the division’s ferroalloys. For the
years ended 31 December 2004, 2005 and 2006 and the six months ended 30 June 2007, this proportion was 64.5%,
63.3%, 66.8% and 70.3% respectively.

Industry Overview

Ferrochrome and chrome ore are the two principal products in the markets in which the Ferroalloy
Division operates.

Ferrochrome
Background

Ferrochrome production accounts for approximately 85% of the demand for chrome ore.
Ferrochrome is used in the production of various types of corrosion-resistant steel because it
protects the metal surface from oxidation, thereby creating corrosion resistance. Of the total
volume of chrome used in steel production in 2006, approximately 67% was used in the production
of stainless steel, approximately 27% was used in the production of alloy steel and approximately
5% was used in the production of other corrosion-resistant steels.

Significant uses of stainless steel include products in the construction, transport and engineering
industries, consumer goods such as kitchenware and white goods, and industrial applications in
piping and storage in highly corrosive environments. Low- and medium-carbon ferrochromes are
used to produce stainless steel as well as alloy steels, which include high speed applications. The
production of certain alloy steels and high-performance engineering alloys requires ferrochrome
with a limited carbon content, as excess carbon can be difficult or costly to remove in the steel
making process. Removing carbon from ferrochrome adds to production costs. As a result, low- and
medium-carbon ferrochrome is more expensive to produce, but commands a premium compared to
ferrochrome with a higher carbon content.

Supply and Demand

A majority of the Ferroalloy Division’s revenue is derived from ferrochrome sales. Global production
of ferrochrome exceeded 7.0 million tonnes in 2006. Most ferrochrome is produced in South Africa
(45.3% of 2006 global production) and Kazakhstan (13.6% of 2006 production). Kazakh
high-carbon ferrochrome typically has a chrome content of approximately 68%, while South
African “charge chrome” typically has a chrome content of approximately 50%, and relatively
higher silicon and iron contents. While the relative prices of Kazakh high-carbon ferrochrome and
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charge chrome are subject to fluctuation, over the last seven years, Kazakh high-carbon
ferrochrome has consistently commanded a premium when compared to charge chrome. The
following chart shows global production volumes of ferrochrome alloys, including high-carbon
ferrochrome, charge chrome and medium- and low-carbon ferrochrome from 1996 to 2006.

Global Production of Ferrochrome Alloys
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The supply of ferrochrome is relatively concentrated, with the top three producers accounting for
approximately 50% of estimated global ferrochrome production capacity in 2007.

Ferrochrome consumption is largely determined by stainless steel production. Typically, the demand
for stainless steel follows overall economic growth. Total global ferrochrome production grew at a
compound annual growth rate of 5.3% between 1996 and 2006. Within this period, the growth
rate of global stainless steel production fluctuated, at times significantly. In 2006, the demand for
ferrochrome grew significantly, increasing by 12.6% from 2005. The rapid growth in stainless steel
production in China and, to a lesser extent, India has driven the recent increase in demand for
ferrochrome. Stainless steel production in China rose at a compound annual growth rate of 38.4%
from 1996 to 2006.
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The following chart summarises Heinz H. Pariser's estimate of apparent consumption of
high-carbon ferrochrome by region from 1996 to 2006. Apparent consumption is defined as the
sum of production and net imports.

High-carbon ferrochrome apparent consumption 1996 - 2006
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Heinz H. Pariser anticipates that growth in global stainless steel production and demand for
high-carbon ferrochrome are likely to average approximately 5.1% and 4.1% per year, respectively,
between 2007 and 2016. As a result of an anticipated rising demand for ferrochrome, Heinz H.
Pariser estimates that ferrochrome producers will operate near full capacity over the next several
years, and anticipates that global ferrochrome capacity utilisation will be between 90.5% and
91.9% between the years of 2007 and 2010.

Pricing

The ferrochrome markets in Europe are predominantly negotiated markets, with prices agreed on a
quarterly basis and generally under long-term contracts of one to five years. In the United States,
prices tend to follow those published in either of the two major industry journals, Ryan’s Notes and

Metals Week. The following chart sets out the European quarterly benchmark prices and US Ryan’s
Notes prices of ferrochrome from 1996 to 2006 and for the six months ended 30 June 2007.

High-carbon ferrochrome prices 1996 - June 2007
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Chrome ore

Chrome ore has four main uses: the production of ferrochrome, foundry sand, refractories and
chrome chemicals. The majority of chrome ore is consumed by integrated producers who use the
chrome ore internally in the production of ferrochrome. Third-party demand for chrome ore is
primarily driven by non-integrated producers of ferrochrome, including those located in Russia
and China.

According to Heinz H. Pariser, Southern Africa dominates chrome ore output, and India and
Kazakhstan currently rank second and third, respectively, but India’s high-grade chrome ore
reserves are limited, with an estimated life of less than twenty years at current production levels.
The chrome ore available in Southern Africa has a lower chrome content than the chrome ore
available in Kazakhstan, which is believed to have the highest chrome content in the world. Kazakh
chrome ore also is naturally low in phosphorus and other elements, which facilitates production of
speciality grades of ferrochrome.

As ferrochrome production accounts for approximately 85% of the chrome ore consumed, global
demand for chrome ore is linked to global demand for ferrochrome. Due to the significant increases
in Chinese stainless steel production that caused global demand for ferrochrome to increase as
discussed above, according to Heinz H. Pariser estimates, Kazakh chrome ore production grew at a
compound annual rate of 9.8% between 1996 and 2006.

According to Heinz H. Pariser, the future supply-demand balance of chrome ore will depend on two
key factors. First, India may reduce chrome ore exports to secure supply for its domestic
ferrochrome producers. To this end, India, which historically has been the largest chrome ore
supplier to China, recently imposed an export tax on chrome ore. Second, the amount of future
South African chrome ore exports currently is uncertain. South Africa has cut back exports due to
increased internal consumption, and lobbyists continue to urge the government to promote the
reduction of exports in furtherance of domestic production of ferrochrome and the creation
of jobs.

Chrome ore prices generally correlate to the price of ferrochrome.

ENRC'’s Competitive Position

Accounting for approximately 15.6% of global production in 2006, the Ferroalloy Division was the
largest ferrochrome producer in the world in 2006 on the basis of chrome content according to
Heinz H. Pariser estimates. Xstrata Plc was the world’s second largest ferrochrome producer on the
basis of chrome content in 2006. Other major competitors of the division include Samancor Chrome,
Hernic Ferrochrome (Pty) Ltd. and Chelyabinsk Electrometallurgical Kombinat (ChEMK). In China,
the Ferroalloy Division also competes with a number of smaller, non-integrated domestic producers.
The following cost curve, prepared by Heinz H. Pariser, sets out cash costs by ferrochrome producer
for 2006.
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Operations and Reserves

The Ferroalloy Division’s principal operating units are the Donskoy Unit, which mines chrome ore;
the Kazmarganets Unit and Zhairem Unit, which mine manganese ore; and the Aksu and Aktobe
Plants, which process the chrome and manganese ore into ferroalloy products that are sold to
third parties.

Donskoy Unit Operations

The Donskoy Unit extracts chrome ore from two underground mines and two open pit mines in
northwest Kazakhstan. The Donskoy Unit processes the ore into chrome concentrate, pellets and
briquettes, which it supplies to the Aksu and Aktobe Plants for use in the production of ferroalloys,
or which it sells to third-party ferrochrome producers and the chemical industry. For the year ended
31 December 2006, the Donskoy Unit mined 4.4 million tonnes of chrome ore, which was processed
with an additional 1.5 million tonnes of stockpiled chrome ore into 3.41 million tonnes of saleable
chrome ore, approximately 30% of which it sold to third parties.

According to Heinz H. Pariser, the Donskoy Unit’s operations represent the single largest chrome
ore operations in the world.

Based on SRK’s ore estimates at 1 July 2007, mining is scheduled to continue for up to 42 years, with
approximately 169 million tonnes of ore to be mined. Further information on the Ferroalloy
Division’s reserves and resources is set out in the “MER” in Annex A.

The Donskoy Unit uses block caving to extract chrome ore from its underground mines and the
truck and shovel method to extract chrome ore from its open pit mines. Block caving involves
undercutting large sections of ore and allowing the undercut ore to collapse under its own weight
into chutes or drawpoints. Once the chrome ore is extracted from the underground and open pit
mines, it is separated into low-grade ore and high-grade ore. Some high-grade ore is sold directly to
customers. The remaining high-grade and low-grade ore is transported to two crushing and
processing plants that process the ore into saleable chrome ore concentrate, pellets and briquettes.
The Donskoy Unit's pelletiser, designed and supplied by Outokumpu in 2005, has a capacity of
700 kilotonnes per annum.

The saleable chrome ore concentrate, pellets and briquettes, as well as the extracted high-grade
saleable chrome ore, are transported to two rail terminals and then transported by the Logistics
Division for delivery either to the Aksu or Aktobe Plant for use in the production of ferrochrome or
to third-party purchasers. Further information about the Donskoy Unit's reserves, resources and
operations is set out in the “MER"” in Annex A.

Donskoy Unit Reserves and Resources

The table below sets out a summary of the ore reserves and mineral resources of the Donskoy Unit’s
two underground mines and two open pit mines as at 1 July 2007. The reserves and resources
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figures have been extracted and summarised without material adjustment from the “MER" in
Annex A.

Reserves!" Resources"?
Proved Chromium Measured Chromium Chromium
and Oxide and Oxide Oxide
Probable (Cr,05) Indicated (Cr,05) Inferred (Cr,0;)
in millions of grade in millions of grade in millions of grade
tonnes (dry) % tonnes (dry) % tonnes (dry) %
Chrome ore
Underground
10th Anniversary Mine . .. .. 117.3 44.0 228.4 50.5 48.8 48.4
Molodezhnaya. . .. ....... 28.2 41.6 29.7 50.9 3.7 51.0
Open Pit
Poiskovoye . . ... ........ 0.9 39.7 0.7 48.2 — —
Yuzhny . .............. 3.3 41.7 2.9 48.8 — —
Surface Sources
Stockpiles . . ... ... L. 11.0 33.1 11.0 33.1 — —
Tailings ... ............ 8.6 29.6 8.6 29.6 — —
Total . ................ 169.3 42.1 281.3 49.2 52.5 48.6

(1) All references to Mineral Resources and Ore Reserves are stated in accordance with the JORC Code.

(2) Mineral Resources are inclusive of Ore Reserves.

Donskoy Unit Subsurface Contract

The Donskoy Unit has one material subsurface contract with the Republic of Kazakhstan that covers
subsurface use at four mines (10™ Anniversary Mine, Molodezhnaya, Poiskovoe and Yuzhny). The
subsurface use contract commenced on 3 March 1997 and expires on 21 March 2041.

Kazmarganets Unit and Zhairem Unit Operations

The Kazmarganets and Zhairem Units extract manganese ore from four open pit mines, and process
the ore into manganese concentrate and ferromanganese concentrate, which they supply to the
Aksu Plant for use in the production of ferroalloys or sell to third-party purchasers. For the year
ended 31 December 2006, the Kazmarganets and Zhairem Units produced an aggregate of
approximately 860,000 tonnes of manganese ore concentrate, approximately 50% of which they
sold to third parties.

The Kazmarganets and Zhairem Units’ manganese ore reserves are located in four open pit mines,
which have estimated aggregate reserves of 24.4 million tonnes of manganese ore as at 1 July 2007.
SRK estimates that the Kazmarganets and Zhairem Units’ reserves are sufficient to maintain the
mining operations for 12 and 16 years respectively. Further information on the Kazmarganets and
Zhairem Units’ reserves and resources is set out below in “Kazmarganets Unit and Zhairem Unit
Reserves and Resources” and in the “MER" in Annex A.

The Kazmarganets and Zhairem Units use trucks and shovels to extract manganese ore from the
open pit mines. Once the manganese ore is extracted, it is processed into manganese ore
concentrate. Low-grade manganese ore concentrate is further processed at one of the Ferroalloy
Division’s washing and processing enrichment plants. After processing, all of the Kazmarganets
manganese ore concentrate, as well as the unprocessed high-grade ore, is transported by the
Logistics Division to its rail terminal for delivery to the Aksu Plant for use in the production of
ferrosilicomanganese. Further information about the operations of the Kazmarganets and Zhairem
Units is set out below in “Kazmarganets Unit and Zhairem Unit Reserves” and in the “MER" in
Annex A.

Kazmarganets Unit and Zhairem Unit Reserves and Resources

The table below sets out the ore reserves and mineral resources of the Ferroalloy Division’s
manganese ore deposits as at 1 July 2007. The reserves and resources figures have been extracted
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and summarised without material adjustment from the “MER” in Annex A, except for the totals

shown below, which have been calculated by the Company.

Reserves" Resources"?
Proved Measured
and and
Probable Indicated Inferred
in millions Manganese Iron in millions Manganese Iron in millions Manganese Iron
of tonnes grade grade of tonnes grade grade of tonnes grade grade
(dry) % % (dry) % % (dry) % %
Manganese ore
Underground
Zhairem Unit
Ushkatyn Il . .. ... — — — — — — 50.9 21.6 7.2
Open Pit
Kazmarganets Unit
Vostochny Kamys . . 1.7 18.6 4.3 1.7 19.4 4.5 1.2 19.3 3.0
Tur. ... 6.7 22.3 8.6 6.7 24.8 7.8 2.8 15.3 14.6
Zhairem Unit
Ushkatyn 1®) . . .. .. —_ — —_ 18.7 11.7 30.6 0.4 12.2 35.2
Ushkatyn Ill . ... .. 14.7 17.5 2.8 15.6 21.1 2.8 — — —
Perstenevsky . . . . .. — — — — — — 0.8 21.0 10.2
Zhomart . ....... 1.2 23.2 8.8 1.2 25.0 10.2 — — —
Zapadny Zhomart . . — — — 3.6 19.1 13.3 1.3 23.9 13.7
Surface Sources
Zhairem Unit
Ushkatyn I11/Stock
No. 1 ......... 0.2 12.6 4.8 0.2 12.6 4.8 — — —
Total . ........... 24.5 19.2 4.7 47.7 17.8 15.4 57.4 211 7.8

(1) All references to Mineral Resources and Ore Reserves are stated in accordance with the JORC Code.

(2) Mineral Resources are inclusive of Ore Reserves.

(3) Mineral Resources from Ushkatyn | are iron manganese resources.

Kazmarganets Unit and Zhairem Unit Subsurface Contracts

The Kazmarganets and Zhairem Units have nine material contracts with the Republic of Kazakhstan
that cover subsurface use. The following table sets forth the commencement and expiry dates of
these subsurface contracts.

Subsurface use contracts

Mine(s) Operating Entity = Commencement Date Expiry Date
TUM . e Kazmarganets 24 November 1999 7 October 2021
Vostochny Kamys . . ..................... Kazmarganets 15 January 1998 28 June 2018
Zhumanai . . . ... .ii Zhairem 12 November 2001 12 November 2004
Ushkatyn-lll . .. ... ... . . Zhairem 7 June 1995 7 June 2015
Zapadny Zhomart . ... ................... Zhairem 14 May 2001 14 May 2009
Ushkatyn-l . . .. ... ... . Zhairem 25 December 2001 25 December 2026®
Perstnevskiy . . . .. .o Zhairem 28 March 2001 28 March 2007®
Zhairem . ... Zhairem 7 June 1995 7 June 2015®
Zhomart . .. ... Zhairem 7 June 2001 7 June 2013

(M

@

©)

This contract was initially for a total combined exploration and production term of six years from 14 May 2001, which
included a three-year period for exploration and a three-year period for production. The exploration term of this
contract was extended by two years until 14 May 2006 and as such the term of the entire contract was extended until
14 May 2009. The Group has further applied for the exploration term of this contract to be extended until 31 May 2008.
If the extension is granted, the whole term of the contract will expire on 31 May 2011.

This contract was initially for a total combined exploration and production term of 23 years from 25 December 2001,
which included a three-year period for exploration and a 20-year period for production. The exploration term of this
contract was extended by two years until 25 December 2006 and as such the term of the entire contract was extended
until 25 December 2026. The Group has further applied for the exploration term of this contract to be extended until
30 March 2008. If the extension is granted, the whole term of the contract will expire on 30 March 2028.

This contract was initially for an exploration only term of three years from 28 March 2001. The contract has been
extended twice until 28 March 2007 and the Group has further applied for the term of this contract to be extended until
30 March 2008.
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(4) This contract was initially for a total combined exploration and production term of ten years from 7 June 2001, which
included a three-year period for exploration and a seven-year period for production. The exploration term of this
contract was extended by two years until 7 June 2006 and as such the term of the entire contract was extended until
7 June 2013. The Group has further applied for the exploration term of this contract to be extended until 31 May 2008. If
the extension is granted, the whole term of the contract will expire on 31 May 2015.

(5) This contract has expired. The Group has applied for the exploration term of this contract to be extended until
12 November 2010.

(6) All operations under this contract have been temporarily suspended until 2012.

Aksu Plant

The Ferroalloy Division’s Aksu Plant in northeast Kazakhstan began operations in 1968, and is
believed by the Directors to be one of the largest, most diversified ferroalloy production plants in
the world. Operating 26 furnaces and employing approximately 6,600 personnel, the Aksu Plant
produced 1.04 million tonnes of ferroalloys in 2006. The Aksu Plant receives chrome ore from the
Donskoy Unit and manganese ore from the Kazmarganets Unit, and produces bulk commodity
products for sale to third parties.

The Aksu Plant’s furnaces are scheduled to be rebuilt on a regular basis. The Aksu Plant has rebuilt
16 of its 26 furnaces within the last eight years. In addition, the Group recently initiated an
extensive refurbishment and modernisation programme at the Aksu Plant investing
US$113.1 million between 2004 and 2006.

The Aksu Plant mixes chrome ore concentrate, manganese ore and other raw materials used in the
production of ferroalloys, including coke, quartzite and limestone. The ore is smelted into molten
ferroalloys in the Aksu Plant’s electric furnaces. The molten ferroalloys are poured into casting
moulds, cooled and crushed by jaw crushers to produce the finished product. Further information
about the Aksu Plant’s operations is set out in the “MER” in Annex A.

The Aksu Plant generates substantial economies of scale due to its size and production volume. All
of the Aksu Plant’s energy requirements are satisfied by the Group’s own power plants, and the
Aksu Plant obtains a portion of its coke requirements from an internal coke manufacturing facility.

Aktobe Plant

The Ferroalloy Division’s Aktobe Plant in northwest Kazakhstan receives chrome ore from the
Donskoy Unit and processes it into ferrochrome, including special grades of high-carbon
ferrochrome, and medium- and low-carbon ferrochrome, for sale to third parties. Operating
17 furnaces and employing approximately 3,300 personnel, the Aktobe Plant produced
approximately 360,000 tonnes of ferroalloys in 2006.

The Aktobe Plant began operations in 1943. The Group continues to invest in the refurbishment
and modernisation of the Aktobe Plant.

After the chrome ore is crushed and sized, the Aktobe Plant smelts the crushed ore into molten
ferroalloys in one of its furnaces. The molten ferroalloys are poured into casting moulds, cooled and
crushed to produce the finished product. Further information about the Aktobe Plant’s operations
is set out in the “MER"” in Annex A.

The Aktobe Plant receives the majority of its electricity requirements from the Ferroalloy Division’s
Aktobe power station, which has a capacity of 135 MW.

Sales

The Ferroalloy Division sells its core products through the Group’s sales and marketing function. In
2006, the Ferroalloy Division’s top five customers accounted for 25.5% of total sales to third parties
and included Taiyuan Iron and Steel (Group) Co. Ltd (6.9%) in China, Pohang Iron and Steel
Company (5.8%) in South Korea, Nippon Steel Corporation (3.8%) and JFE Steel Corporation (5.5%)
in Japan, and ChEMK (3.5%) in Russia.
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The following table sets out the Ferroalloy Division’s volume of third-party sales by product for the
years ended 31 December 2004, 2005 and 2006 and the six months ended 30 June 2007.

Year ended Six months ended
31 December 30 June
Product (in kilotonnes) 2004 2005 2006 2007
Ferroalloys:
High-carbon ferrochrome . . ... ................ 796 870 899 516
Medium-carbon ferrochrome . . . . ... ... ......... 38 38 37 17
Low-carbon ferrochrome . .................... 32 31 38 17
Ferrosilicochrome . .. ... .. ... ... ... ... ....... 45 40 54 27
Ferrosilicomanganese . . . . ... ... ... ... ... . ... . 144 140 188 92
Ferrosilicon . ... ... ... ... .. .. ... 59 45 52 17
Total Ferroalloys . . ... ... . . .. . . 1,114 1,164 1,268 686
Chrome ore .. ... ... . . . .. .. 907 1,078 1,093 532
Manganese ore* . . . ... ... 592 624 730 364

* Includes manganese concentrate and ferromanganese concentrate.

Of the Ferroalloy Division’s third-party sales in 2006, 27.2% were made in Europe, 19.3% in Japan,
12.7% in China, 10.8% in the United States and 7.7% in South Korea and the Far East.

Growth in the Group’s ferrochrome sales has been driven, in part, by recent growth in stainless steel
production in China. Sales of the Group's ferrochrome products to China increased from no sales in
2001 to 184,000 tonnes in 2006. In 2006, 72% of the chrome ore sold by the Group to third parties
was sold to ferrochrome producers, with the balance sold to the chemical industry. Manganese ore
is sold to the alloy industry in China and Russia.

Key Initiatives

The Ferroalloy Division’s principal strategic objectives are to increase production of ferrochrome,
the division’s most significant product, and to continue to reduce operating costs. To pursue these
objectives the Ferroalloy Division intends to:

e Construct new furnaces at Aksu at a cost of approximately US$160 million. This is expected to
increase the Ferroalloy Division’s annual ferrochrome production by more than 200,000 tonnes
by 2011.

e Construct a second pelletizing plant which is expected to be commissioned by the end of 2009
and an enrichment plant at the Donskoy Unit at an aggregate cost of approximately
US$110 million (of which approximately US$30 million is attributable to the enrichment plant).
The second pelletiser is expected to increase the Ferroalloy Division’s supply of chrome pellets,
increasing the productivity of its furnaces. Pellets, as compared to chrome ore, increase a
furnace’s ferroalloy production rate and reduce electricity consumption. The Ferroalloy
Division also expects the pelletiser to increase operating efficiency by lowering electricity
consumption and increasing production.

e Construct a new agglomeration plant to improve recoveries at a cost of approximately
US$20 million.

On 4 December 2007, ENRC entered into a conditional agreement to acquire directly or indirectly a
controlling interest in the Serov Group and certain related entities for an aggregate consideration
of US$210 million and the assumption of certain liabilities. The Serov Group owns a chrome ore
mining facility and a ferrochrome smelter in eastern Russia. The smelter produces low- and
medium-carbon ferrochrome, and has an annual capacity of 300,000 tonnes. The Group is the Serov
Group's largest supplier of chrome ore. The Directors believe that the operations of the Serov Group
will complement the Ferroalloy Division’s existing business, including its low- and medium-carbon
ferrochrome product range and also provide the Group with an important asset base in Russia,
which supports the Group’s strategy to pursue regional expansion opportunities.

Completion of this acquisition is subject to certain conditions including the acquisition by the Group
of IMR Marketing A.G. and DDK Services Limited, companies affiliated with the sellers of the
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interest in the Serov Group and the receipt of necessary consents and authorisations. While the
Company can provide no assurances that these conditions will be satisfied in a timely manner or at
all, the Directors currently expect completion to occur in the first quarter of 2008. Further details of
the terms of the acquisition agreement are set out in paragraph 15.1 of Part XllI of this Prospectus.

The Iron Ore Division
Overview

According to CRU estimates, based on 2006 data, the Group’s Iron Ore Division is the sixth largest
iron ore exporter by volume in the world. It mines and processes iron ore into iron ore concentrate
and pellets for sale primarily to steel producers. The Iron Ore Division’s operations include iron ore
mines, ancillary mines that produce limestone and dolomite used in the production of pellets, an
iron ore processing plant and a power plant that supplies the division with the majority of its energy
needs. The Iron Ore Division’s remaining energy needs are provided by the Group'’s Energy Division.
The Iron Ore Division’s operating company, SSGPO, is one of the largest companies in Kazakhstan
and employs approximately 18,000 people.

The following diagram illustrates the vertical integration between the mining and production units
that comprise the Iron Ore Division, and the integration between the Iron Ore Division and the
remainder of the Group:

Electricity from _ Electricity Coal from
< [—
the Energy . the Energy
Division Iron Ore Mining Power Station Division
Operations
Iron Ore Electricity Steam

Beneficiation Plant

Iron Ore Iron Ore
Pellets Concentrate

EXTERNAL SALES VIA THE GROUP’S SALES AND MARKETING FUNCTION
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The following table sets out selected financial information for the Iron Ore Division for the years
ended 31 December 2004, 2005 and 2006, and the six months ended 30 June 2007, which has been
extracted without material adjustment from the “Financial Information” in Part V. Neither Adjusted
EBITDA nor Adjusted EBITDA Margin is a measure of financial performance under IFRS. See “Note 4,
Segment information” in Part V for a reconciliation of profit to Adjusted EBITDA for the years
ended 31 December 2004, 2005 and 2006, and the six months ended 30 June 2007.

Six months ended

Year ended 31 December 30 June

2004 2005 2006 2007

% of Total % of Total % of Total % of Total

US$ in millions Group Group Group Group

Revenue . .......... 883 32.8% 857 29.1% 829 25.5% 457 24.6%

Adjusted EBITDA . . ... 576 38.3% 479 35.1% 323 25.7% 197 24.7%
Adjusted EBITDA Margin 65.2% 55.9% 39.0% 43.1%

The Iron Ore Division has several significant strategic advantages over its major competitors. First,
the location of the Group’s iron ore reserves in northern Kazakhstan provides access to the
important customer base of steel production plants in Russia, China and Kazakhstan at relatively
low logistics costs. In particular, the Group’s facilities are located within 340 kilometres of its key
customer, MMK (a leading Russian steel producer), and this proximity provides significant logistical
advantages. In April 2007, the Group entered into a long-term contract with MMK that extends
until 2017 and requires MMK to purchase specified quantities at prices determined by reference to
published world price indices. Second, the Iron Ore Division operates large-scale iron ore mines and
processing plants at relatively low production costs. As described below in “ENRC’s Competitive
Position”, the Group is located in the lowest third of the industry cost curve for global iron ore pellet
production. This cost advantage is driven, in part, by the relatively low cost of labour in Kazakhstan
and the relatively low cost of electricity consumed by the Group's iron ore mining and processing
operations, which results from the internal generation of a portion of that electricity within the
Group and the relatively low cost of energy in Kazakhstan.

The following table sets out the production volumes for each of the Iron Ore Division’s principal
saleable products for the years ended 31 December 2004, 2005 and 2006, and the six months ended
30 June 2007. The information set out below (except for the information relating to saleable iron
ore concentrate) has been extracted without material adjustment from the “MER” in Annex A.

Six months ended

Year ended 31 December 30 June

Product (in millions of tonnes) 2004 2005 2006 2007
Iron ore concentrate produced . .. ... .. 15.4 12.9 16.1 8.3
Saleable iron ore concentrate .. ... .. 5.2 4.7 7.0 3.6
Ironore pellets®™ . .. .............. 9.4 7.5 8.5 4.4

(1) This excludes screenings.

Industry Overview
Background

Iron ore is used principally in the production of steel and generally is sold in four different forms:
lump ore, iron ore concentrate, sinter and pellets. Sinter and pellets are processed forms of iron ore
made from iron ore concentrate. Sinter can be used only in blast furnaces, whereas pellets can be
used in both blast furnaces and DRI modules.

Supply and Demand

The market for iron ore is primarily regional, as iron ore is a bulk commodity and, relative to its
value, is expensive to transport. China, Australia and Brazil are the largest producers of iron ore,
each accounting for around 20% of global output in 2006 based on iron content. Other significant
producers include the CIS (13%) and India (10%). Global production of iron ore was 1,644 million
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tonnes in 2006 as compared to 972 million tonnes in 1998. This represents a compound annual
growth rate of 6.8% since 1998.

Typically, steel production and, as a result, demand for iron ore, follows overall growth in industrial
production. Global demand for iron ore has increased recently, primarily as a result of the
significant growth in demand for iron ore in China that cannot be satisfied domestically. Other
important sources of demand include India, the Middle East, South America and the CIS.

CRU predicts that iron ore demand will remain strong in the medium-term. CRU forecasts Chinese
economic growth to be between 7% and 10% per annum between 2006 and 2012, and expects this
economic growth to generate an average annual increase in domestic steel production of
approximately 62 million tonnes. With the quality of domestic Chinese iron ore declining, it is
anticipated that China will become more dependent on imported iron ore. CRU expects increasing
demand for iron ore to continue in other parts of Asia as well.

CRU anticipates that iron ore supply will struggle to meet rising demand until 2009. Thereafter, it
expects more significant increases in supply as expansions planned by three major iron ore
producers are completed in Brazil and Australia and new producers in these countries enter the iron
ore market.

Pricing

Generally, iron ore prices are negotiated on an annual basis and tend to follow international
benchmark prices such as Hamersley Iron Pty Ltd iron fines and Companhia Vale do Rio Doce
("CVRD") pellets, as quoted in The TEX Report. In the short term, CRU expects a significant increase
in demand and prices to remain robust. The chart below sets forth the price of iron ore from 1996 to
2007.

Iron Ore Prices 1996 - 2007
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ENRC’s Competitive Position

According to CRU estimates, based on 2006 data, the Group is the largest producer of iron ore
concentrate and pellets in Kazakhstan, and the sixth largest exporter by volume in the world. It
exports approximately 70% of its iron ore concentrate and pellets (including screenings) to Russian
metal producers. Two of its main competitors in the Russian market are JSC Lebedinsky GOK and
JSC Mikhailovsky GOK. The Group’s other key competitors for non-seaborne trade include Ferrexpo
Poltava Mining in Ukraine and domestic Chinese producers.

64



Part II: Information on ENRC

As shown in the cost curve prepared by CRU below, iron ore pellet production costs vary
significantly among producers. As iron content declines, producers must extract higher quantities
of iron ore to obtain the same quantity of iron.

Iron Ore Pellet Production Cost Curve - 2006
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Operations and Reserves
Iron Ore Mining Operations

The Iron Ore Division extracts and processes iron ore from five open pit mines and one underground
mine, which are located near Rudni, in northern Kazakhstan. All of the extracted iron ore is
supplied to the Iron Ore Division’s processing plant in Rudni to be processed into iron ore
concentrate and pellets. For the year ended 31 December 2006, the Iron Ore Division extracted
38.8 million tonnes of iron ore (12.6 million tonnes of iron content).

Based on SRK'’s ore estimates at 1 July 2007, mining is scheduled to continue for up to 31 years, with
approximately 1,360 million tonnes of ore to be mined. Further information on the Iron Ore
Division’s reserves and resources is set out below in “Reserves and Resources” and in the “MER" in
Annex A.

The Iron Ore Division uses blasting and truck and shovel technology to extract iron ore at its open
pit mines and various sub-level caving methods at its underground mine.
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Reserves and Resources

The table below sets out the Iron Ore Division’s iron ore reserves and resources as at 1 July 2007. The
figures have been extracted and summarised without material adjustment from the “MER" in
Annex A.

Reserves(
(1)
Proved and Resources
Probable Measured Inferred
in millions Iron and Indicated Iron in millions Iron
of tonnes grade in millions of grade of tonnes grade
(dry) % tonnes (dry) % (dry) %
Iron Ore
Underground
Sokolovsky . . ........... 248.3 31.8 1,184.9 39.5 275.6 42.3
Open Pit
Sokolovsky . .. .......... 36.1 33.5 35.6 34.5 11.1 26.6
Sarbaisky . ............. 121.1 35.6 862.2 37.4 157.9 38.8
Yuzhny Sarbaisky . . .. ... .. 142.9 44.4 229.3 45.0 116.2 48.1
Kacharsky . .. ........... 864.4 37.1 1,203.5 38.0 278.4 33.2
Korzhinkol'skoye ... ...... 91.7 36.4 130.9 42.2 51.9 40.1
Total . ................ 1,504.6 36.7 3,646.5 38.9 891.2 39.3

(1) All references to Mineral Resources and Ore Reserves are stated in accordance with the JORC Code.

(2) Mineral Resources are inclusive of Ore Reserves.

Subsurface Contract

The Iron Ore Division has one material subsurface contract with the Republic of Kazakhstan. The
contract regulates extraction of iron ore from the Sokolovsky, Sarbaisky, Kacharsky and
Korzhinkol'skoye open pit mines and the Sokolovsky underground mine. The term of the contract
extends from 6 February 1997 to 10 May 2015.

Other Mining Operations

The Iron Ore Division operates three ancillary mines that extract limestone, dolomite and
bentonite-clay, which are used internally to produce iron ore pellets and are also sold to third
parties.

Processing Plant

All of the Iron Ore Division’s iron ore is processed into iron ore concentrate and pellets at a central
processing plant located in northern Kazakhstan that was built between 1967 and 1971. In 2006,
the plant produced 16.1 million tonnes of iron ore concentrate of which 7.0 million tonnes were
retained for sale and the balance was used to produce 8.5 million tonnes of iron ore pellets. The
Iron Ore Division has invested US$11.5 million and plans to invest a further US$9.0 million in the
processing plant to replace its existing crushers with high performance modern crushers, which
considerably reduce the time needed for regular maintenance and improve process control. In
addition, the Iron Ore Division intends to upgrade the processing plant’s other equipment and
expand the plant as described below in “Key Initiatives”.

The processing plant performs all stages of iron ore processing. First, the ore is crushed down. Next,
low iron content ore, or tailings, is extracted from high iron content ore by dry magnetic separation.

The remaining iron ore concentrate has an iron ore content of approximately 66%. Approximately
40% is sold in this form while the remainder is processed into pellets. To produce the pellets, clay
and limestone are added to the iron ore concentrate and rolled in balling drums into marble-sized
pellets of 10 to 16 mm in diameter. The pellets are then roasted in one of the processing plant’s
twelve ovens. After cooling, the iron ore pellets are ready for sale.
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Power Station

The Iron Ore Division operates a thermal power station with a capacity of 204 MW. In 2006, the
power station provided approximately 60% of the total electricity required by the Iron Ore Division.
The power station also supplies heating to the local town of Rudni. The remainder of the Iron Ore
Division’s 2006 power requirements were met by the Group’s Energy Division.

Further information about the Iron Ore Division’s operations is set out in the “MER” in Annex A.

Sales

The Iron Ore Division sells its core products, iron ore concentrate and pellets, through the Group’s
sales and marketing function. In 2006, 30% of the Iron Ore Division’s revenue was derived from iron
ore concentrate sales and 65% from iron ore pellet sales. The Iron Ore Division’s largest customer is
MMK, a leading Russian steel producer. 49.2% of the Iron Ore Division’s revenue for the year ended
31 December 2006 and 65.6% of its revenue for the six months ended 30 June 2007 were derived
from MMK.

The Iron Ore Division also supplies iron ore concentrate and pellets, including screenings, to a
number of other steel producers in Kazakhstan, Russia and China. Of the 16.5 million tonnes of iron
ore concentrate and pellets, including screenings, sold in 2006, 63.9% was sold to MMK in Russia,
26.8% was sold to customers in China and 6.5% was sold to customers in Kazakhstan. Of the
8.1 million tonnes of iron ore concentrate and pellets, including screenings, sold in the six months
ended 30 June 2007, 74.7% was sold to MMK in Russia, 17.6% was sold to customers in China and
7.7% was sold to customers in Kazakhstan.

The following table sets out the Iron Ore Division’s volume of third party sales by product for the
years ended 31 December 2004, 2005 and 2006, and for the six months ended 30 June 2007.

Year ended Six months ended
31 December 30 June
Product (in kilotonnes) 2004 2005 2006 2007
Ironoreconcentrate. . . ........ ... .. .. .. ... ... 5,162 4,393 6,911 3,568
Ironorepellets™™ . . ... ... ... ... ... ... ... 9,564 7,420 9,561 4,506

(1) These include screenings.

Key Initiatives

The Iron Ore Division’s principal strategic objectives are to increase mining, concentrating and
pellitising capacities and expand its customer base through diversification of its product portfolio.
To pursue these goals, the Iron Ore Division plans to:

e expand mining operations and increase iron ore concentrate capacity by approximately
4.0 million tonnes per annum by 2010, through the investment of US$$320 million; and

e construct a 1.8 million tonne per annum DRI plant and 5.0 million tonne per annum iron ore
pelletiser for approximately US$800 to US$900 million (on the basis of current estimates, which
are subject to change depending on the process technology ultimately selected). DRI is a higher
value product and has a broader customer base than the Group’s existing iron ore products
because, compared to concentrate or pellets, it is cheaper to transport long distances relative to
its price and can be used in electric furnaces. Construction is planned to commence by 2008 and
is currently scheduled to be completed by 2011.

The Alumina and Aluminium Division

Overview

The Group’s Alumina and Aluminium Division currently produces and sells alumina. The division
sells the alumina, which it produces from mined bauxite, primarily to the Russian aluminium
producer, UC RUSAL, pursuant to a long-term contract. The Alumina and Aluminium Division’s
operations are vertically integrated and consist of two bauxite mining units, a limestone mine, a
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power station and an alumina refinery. For the year ended 31 December 2006, the Group mined
4.9 million tonnes of bauxite and produced 1.5 million tonnes of alumina. In addition, the Group is
constructing an aluminium smelter, which is scheduled to be commissioned by 31 December 2007.
The following chart illustrates the vertical integration among the mining and production units that
comprise the Alumina and Aluminium Division and its integration with the rest of the Group:
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EXTERNAL SALES VIA THE SALES AND MARKETING FUNCTION

The following table sets out selected financial information for the Alumina and Aluminium Division
for the years ended 31 December 2004, 2005 and 2006, and the six months ended 30 June 2007,
which has been extracted without material adjustment from the “Financial information” in Part V.
Neither Adjusted EBITDA nor Adjusted EBITDA Margin is a measure of financial performance under
IFRS. See “Note 4, Segment information” in Part V for a reconciliation of profit to Adjusted EBITDA
for the years ended 31 December 2004, 2005 and 2006, and for the six months ended 30 June 2007.

Year ended 31 December Six months ended

30 June

2004 2005 2006 2007

% of % of % of % of

Total Total Total Total

US$ in millions Group Group Group Group

Revenue . .. ................ 376 14.0% 448 15.2% 602 18.5% 324 17.5%
Inter-segment revenue ... ...... 8 12 10 1
Segment revenue™ . ... ... .. ... 384 460 612 325

Adjusted EBITDA ... .......... 186 12.4% 182 13.4% 277 22.1% 132 16.6%
Adjusted EBITDA Margin . ... .... 48.4% 39.6% 45.3% 40.6%

(1) Including inter-segment revenue.

The Directors believe that the Alumina and Aluminium Division has several strategic advantages
over its major competitors. First, the Group’s bauxite reserves provide a reliable supply of the
principal raw material for the production of alumina and aluminium. Second, the Alumina and
Aluminium Division has integrated energy operations that supply it with a reliable and
cost-effective source of energy. Third, the location of the Group’s operations provides access to the
Russian market, where CRU expects alumina demand to continue to exceed supply for at least the
next five years. In particular, the Alumina and Aluminium Division’s proximity to its key customer,
UC RUSAL, a leading Russian aluminium producer, provides significant logistical advantages. The
Group has a long-term contract with UC RUSAL that extends until 2016 and provides for UC RUSAL
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to purchase specified quantities of alumina at prices determined by reference to a percentage of
London Metal Exchange (“LME") prices for aluminium. Fourth, the Group is a low-cost alumina
producer. As described below in “ENRC's Competitive Position”, the Group is located in the lowest
quartile of the alumina cost curve. This cost advantage is driven, in part, by the internal supply of
bauxite, the relatively low cost of labour in Kazakhstan and the relatively low cost of electricity
consumed by the Group’s bauxite mining and alumina processing operations.

The following table sets out the production volumes of the Alumina and Aluminium Division’s
principal saleable product for the three years ended 31 December 2004, 2005 and 2006, and for the
six months ended 30 June 2007. The information set out below has been extracted without material
adjustment from the “MER" in Annex A.

Six months

ended

Year ended 31 December 30 June

Product (in millions of tonnes) 2004 2005 2006 2007
Alumina . ... .. e 1.5 1.5 1.5 0.8

Industry Overview
Alumina
Background

Alumina is the primary raw material used in the production of aluminium. Alumina is produced by
separating aluminium oxide from bauxite. Generally, between two and three and a half tonnes of
bauxite are required to produce a tonne of alumina, depending on the quality of the bauxite and
the production method employed. Approximately 90% of global alumina production is used for
metallurgical purposes.

Supply and Demand

The majority of the world’s alumina is believed to be manufactured by integrated producers for
internal consumption in their own aluminium smelters. The former Eastern Bloc, Australasia, Latin
America and China are the largest producers of alumina, together accounting for approximately
92% of global alumina production in 2006. Global alumina production increased from 53.3 million
tonnes in 2000 to 73.8 million tonnes in 2006. A large proportion of the new capacity has come from
brownfield expansions. CRU forecasts that global alumina production will rise to 91.6 million
tonnes by 2011, primarily driven by new capacity at greenfield and brownfield sites in China.

Global alumina demand increased significantly between 2000 and 2006. This was driven by
increased aluminium production and the related demand for alumina in China. CRU predicts that
global alumina demand will continue to grow, from 66.2 million tonnes in 2006 to an expected
84.5 million tonnes in 2011 (which is a compound annual growth rate of 5%), driven primarily by
growth in China. CRU anticipates that demand for alumina will also increase in the Middle East,
Latin America and the CIS.

Between 2007 and 2011, CRU expects that the global alumina market will remain oversupplied due
to the volume of new alumina capacity, which is expected to exceed forecasted global demand.
Demand for alumina in the CIS, however, is expected to continue to exceed supply. In 2006, there
were five alumina refineries operating in Russia with a total capacity of almost 3.4 million tonnes,
which represented approximately half of the total CIS alumina capacity. The CIS is estimated to have
produced 6.4 million tonnes of metallurgical alumina in 2006. In contrast to the oversupplied global
market, CIS alumina production was insufficient to meet alumina demand from the local aluminium
industry and the CIS had an alumina supply deficit of nearly 2 million tonnes in 2006. CRU expects
the deficit in the CIS to rise to 4.3 million tonnes over the next five years because the pace of new
aluminium smelting capacity expansion in the region, including the Group’s new aluminium
smelter, will outpace new alumina refining capacity.
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Pricing

Alumina is generally priced in one of two ways, either on a spot basis by reference to aluminium
prices at a fixed price for a specific period of time (usually one year), or on the basis of a formula
related to the LME price for aluminium. The following chart sets out the spot price of alumina
from 1996 to 2006 and for the six months ended 30 June 2007.

Alumina Prices (average spot) 1996 - June 2007
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Aluminium

Aluminium is produced by separating alumina into its constituent elements of aluminium and
oxygen. Significant first-use aluminium products include flat-rolled products, extensions, castings
and wire and cable. Significant areas of end-use consumption of aluminium include the transport
sector, building, construction and packaging. Major producing countries include Brazil, Canada,
China and Russia. The largest aluminium producers are Rio Tinto plc, Alcoa Inc., Aluminium
Corporation of China and UC RUSAL. Global aluminium production increased from 26.0 million
tonnes in 2002 to 34.0 million tonnes in 2006 driven primarily by growth in Chinese production.

Global primary aluminium consumption increased 37.6% from 25.0 million tonnes in 2000 to
34.4 million tonnes in 2006 supported primarily by increasing demand in China. CRU forecasts that
aluminium consumption will continue to rise, from 31.9 million tonnes in 2005 to 57.5 million
tonnes in 2020, which represents a compound annual growth rate of approximately 3.4%. CRU
expects growth in China to account for 13.0 million tonnes of the increase in consumption, with
other significant growth likely to take place in North America, the European Union and Asia.

However, the expectation is that production may exceed consumption for the next four years due to
additional capacity coming online, particularly in China and the Middle East.
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Aluminium is traded on the LME and, as such, contracts are priced almost exclusively on the basis of
LME prices. The following chart sets out the average annual aluminium price on the LME between
1996 and 2006 and the average price for the six months ended 30 June 2007.

LME Aluminium Prices 1996 - June 2007
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ENRC’s Competitive Position

According to CRU estimates, based on 2006 data, the Alumina and Aluminium Division is the fifth
largest supplier of traded alumina by volume in the world. The Alumina and Aluminium Division’s
alumina sales comprised 2.28% of the 66.2 million tonnes of 2006 global metallurgical alumina
demand, and the division was located in the lowest quartile of a cost curve produced by CRU.

The following chart sets out alumina production and cash costs of production by producer in 2006.
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Operations and Reserves
Mining Operations

The Alumina and Aluminium Division extracts bauxite from the Krasno-Oktyabrskoye and Torgay
Units, which have four open pit mines and one open pit mine, respectively. Limestone is also
extracted from one other mine located in northern Kazakhstan. The bauxite and limestone are used
primarily by the division’s Pavlodar alumina refinery to produce alumina for sale to third-party
aluminium producers. For the year ended 31 December 2006, the Alumina and Aluminium Division
extracted approximately 4.9 million tonnes of bauxite, of which 4.2 million tonnes were extracted
from the Krasno-Oktyabrskoye Unit's open pit mines.

Based on SRK's ore estimates at 1 July 2007, mining is scheduled to continue at the Krasno-
Oktyabrskoye Unit for over 35 years, with approximately 192 million tonnes of ore to be mined.
Further information on the Krasno-Oktyabrskoye Unit's reserves and resources is set out in the
“MER" in Annex A.

In 2006, 0.7 million tonnes of bauxite were extracted from the Torgay Unit's open pit mines. SRK
estimates that the Torgay mines’ bauxite reserves are sufficient to maintain current production
levels for 10 years. Further information on the Torgay Unit’s open pit mine reserves and resources is
set out in the “MER” in Annex A.

The Alumina and Aluminium Division uses blasting and trucks and shovels to extract the bauxite
and limestone from its mines. The bauxite is homogenised and crushed, and delivered by the
Logistics Division to the Pavlodar Alumina Refinery by railway.

Reserves and Resources

The table below sets out the reserves and resources of the Alumina and Aluminium Division’s open
pit bauxite mines as at 1 July 2007. The reserves and resources figures have been extracted and
summarised without material adjustment from the “MER" in Annex A, except for the totals shown
below, which have been calculated by the Company.

Reserves(" ResourcesM?@
Proved Measured
and and
Probable Aluminium Silicon Indicated Aluminium Silicon Inferred Aluminium Silicon
in millions Oxide Dioxide in millions Oxide Dioxide in millions Oxide Dioxide
of tonnes grade grade of tonnes grade grade of tonnes grade grade
(dry) % % (dry) % % (dry) % %
Bauxite
Krasno-
Oktyabrskoye
Unit
Krasno-

Oktyabrskoye . 95.4 431 11.8 101.0 43.5 1.1 — — —
Belinskoye . . .. 14.5 41.6 9.7 15.5 41.9 8.9 — — —
Ayatskoye . . . .. 71 44.4 9.8 7.5 44.9 9.0 — — —
Vostochno-

Ayatskoye . . . 40.3 43.9 8.8 42.6 44.3 7.9 0.1 42.2 6.3

Torgay Unit
Amangeldinsk . . 5.2 43.3 14.6 6.5 44.3 15.4 2.5 46.2 15.7
Total ......... 162.5 43.3 10.8 173.1 43.6 10.2 2.6 46.0 15.3

(1) All references to Mineral Resources and Ore Reserves are stated in accordance with the JORC Code.

(2) Mineral Resources are inclusive of Ore Reserves.
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Subsurface Contracts

The Krasno-Oktyabrskoye and Torgay Units have the following material contracts with the Republic
of Kazakhstan that cover subsurface use. The following table sets forth the commencement and
expiry dates of these subsurface contracts.

Subsurface use contracts

Operating Unit Commencement Date Expiry Date
Krasno-Oktyabrskoye Unit
Krasno-Oktyabrskoye®™ . .. ... ................... 21 January 1997 21 January 2017
Belinskoye™™ . . .. .. ... ... 21 January 1997 21 January 2017
Ayatskoye . . .. 21 January 1997 21 January 2017
Vostochno-Ayatskoye . .. ... ... ... ... ... ... ..., 26 July 2006 26 July 2031
Torgay Unit
Amangeldinsk . . ... ... L 21 January 1997 21 January 2017

(1) The Krasno-Oktyabrskoye, Belinskoye and Ayatskoye mines are regulated by one subsurface use contract.

Pavlodar Alumina Refinery

All of the Alumina and Aluminium Division’s bauxite is processed into alumina at its Pavlodar
alumina refinery located in northern Kazakhstan. As a result of significant investment and
reconstruction between 1994 and 2005, the refinery’s capacity was expanded to 1.5 million tonnes
of alumina per year from 1.0 million tonnes per year. In 2006, the plant operated at full capacity,
and the Group plans further expansion to increase capacity to 1.8 million tonnes of alumina per
year by 2011. The refinery receives all of its electricity from the Alumina and Aluminium Division’s
power station.

The alumina refinery uses a combined Bayer-sintering process to produce alumina. The Bayer
process extracts alumina content from the bauxite, and the sintering process extracts an additional
amount of alumina and reduces soda losses. In the Bayer process, the refinery first crushes and mills
the bauxite to make the alumina more accessible. Second, the refinery mixes the bauxite with a
caustic solution into a slurry that is processed in a heated pressure digestor. The digestion process
results in a liquor containing a solution of sodium aluminate and “red mud,” which is composed of
undissolved bauxite residues containing iron, silicon and titanium. The refinery washes the red mud
with hot water to recover and recycle some of the caustic solution. The remaining red mud is used in
the sintering process, which is described below. To complete the Bayer process and form alumina,
the refinery allows the sodium aluminate liquor to thicken and cool, pumps the liquor into a
precipitator and bakes the solution in kilns to drive off water.

In the sintering process, the red mud from the Bayer process is mixed with soda ash, coke and
limestone to produce a furnace charge. The refinery sinters the furnace charge in kilns at high
temperatures. The resulting substance is desilicated to produce additional sodium aluminate liquor,
which is added back to the Bayer process prior to completion, to produce alumina.

In addition to alumina, the refinery’s bauxite processing results in by-products, including aluminium
sulphate and gallium, that are generally sold to third parties.

The Alumina and Aluminium Division’s power station, which is located in northern Kazakhstan,
provides the alumina refinery with electric power, steam and heat. The station has an electrical
output capacity of 350 MW and a heat capacity of 1170 GCal/h. It consumes coal provided by the
Energy Division’s coal mine. The power station supplies all of the electricity needs of the alumina
plant. The excess electricity capacity (approximately half of the total electricity produced) is sold to
the Kazakhstan national grid and the Energy Division, and the excess heat output (approximately
27% of the total heat produced) is sold to the local city of Pavlodar.

Aluminium Smelter

The Group began construction of an aluminium smelter in 2004. The Group anticipates that the
smelter will be commissioned by 31 December 2007 with an initial annual capacity of 62,500 tonnes
per annum, expanding to 125,000 tonnes per annum by 2009. The Directors expect that the smelter
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will reach full operational capacity of 250,000 tonnes per annum by 2011. The aluminium smelter,
which is being constructed by specialist industrial construction firm, China Nonferrous Engineering
and Construction Company, is expected to cost approximately US$869 million of which
US$306 million had been spent by 30 June 2007. The smelter is located within 10 km of the alumina
refinery, which will supply the smelter’s alumina, and within 26 km of the power station, which will
supply the smelter with electricity. The Directors currently expect that most of the additional
alumina required for aluminium production will be provided through the expansion of the Group'’s
existing alumina operations.

The Group entered into an offtake/distribution agreement in August 2007 with Glencore
International AG (“Glencore”) pursuant to which Glencore has agreed to purchase all of the
aluminium produced by the Group from 1 January 2008, with a minimum of approximately 30,000
tonnes of aluminium per year at a rate of approximately 2,500 tonnes per month. The 10-year
agreement sets prices by reference to a specified premium to the end customer price received by
Glencore.

For additional information about the Alumina and Aluminium Division’s operations, see the “MER"
in Annex A.

Sales

The Alumina and Aluminium Division currently sells a significant portion of the alumina that it
produces to third-party consumers. It also sells various other products, including limestone and
gallium, aluminium sulphate and fireclay, which are by-products of the alumina production process.
The following table sets out the Alumina and Aluminium Division’s volume of third-party alumina
sales for the years ended 31 December 2004, 2005 and 2006, and the six months ended 30 June
2007.

Six months

ended

Year ended 31 December 30 June

Product (in kilotonnes) 2004 2005 2006 2007
Alumina . .. ... . 1,450 1,497 1,508 754

Following commencement of commercial production at the aluminium smelter currently under
construction, the Group will also produce and sell aluminium.

The Alumina and Aluminium Division sells its core products through the Group’s sales and
marketing function. In 2006, all of the alumina produced by the Alumina and Aluminium Division
was sold to third-party consumers. Sales of alumina to third parties accounted for over 92% of the
Alumina and Aluminium Division’s total revenue in 2006.

The Alumina and Aluminium Division realises 85.4% of its revenue from sales to one Russian
consumer, UC RUSAL, with whom it signed a long-term agreement in 2002, to provide UC RUSAL
with alumina until 31 December 2016. Alumina is also exported to smelters in China and Tajikistan.

The Alumina and Aluminium Division also produced 17 tonnes of gallium in 2006, which were sold
to consumers in Japan, and 41,900 tonnes of aluminium sulphate, 39,900 tonnes of which were sold
to consumers in the CIS region. The Alumina and Aluminium Division sells electricity and heat to
third-party consumers as well.

Key Initiatives

The Alumina and Aluminium Division’s principal strategic objectives are to maximise alumina
capacity through brownfield expansion, invest in aluminium production to exploit its surplus of
low-cost electricity, bauxite and alumina, and diversify its customer base. The Alumina and
Aluminium Division will pursue its objectives through spending approximately US$240 million on:

e further increasing the production of floury alumina by approximately 300,000 tonnes by 2011.
This should allow the Alumina and Aluminium Division to fulfil the aluminium smelter’s needs
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for alumina without reducing the alumina available for sale to third parties below one million
tonnes per annum; and

e upgrading the quality of alumina produced from alumina flour to sandy alumina, which is
more efficient in aluminium smelters and generally commands a higher price.

In addition, beginning in 2008 the Company intends to spend approximately a further US$410
million on:

e expanding the first phase of the aluminium smelter to reach an annual capacity of
125,000 tonnes by 2009; and

e increasing the annual capacity of the aluminium smelter to 250,000 tonnes of aluminium
by 2011.

The Energy Division
Overview

The Energy Division is one of the largest producers of electricity and coal in Kazakhstan, accounting
for approximately 16% of the country’s recorded electricity production in 2006. The Energy Division
supplies electricity and coal primarily to the Group’s other divisions as well as to third parties.

The Energy Division operates through Eurasian Energy Corporation JSC (“EEC"), and includes a coal
mine and a hydroelectric power station. The Energy Division is integrated with the Group’s other
operations. It supplies electricity and coal to the Ferroalloy Division’s Aksu Plant, the Iron Ore
Division’s power station and processing plant, and the Alumina and Aluminium Division’s power
station. EEC is also expected to provide electricity to the Group’s aluminium smelter, which is
scheduled to be commissioned by 31 December 2007. In each case, the Energy Division supplies coal
with the support of railway services provided by the Group’s Logistics Division. Within the Energy
Division, the coal mine and power station supply coal and electricity to each other. The Energy
Division also purchases electricity for resale from third parties.

The following diagram illustrates the integration among the Energy Division’s operating units:

Electricity _
EEC . v Vostochny
Power Station Coal Mine
P Coal
ENERGY ENERGY
Electricity
Coal
Electricity Coal
v v v v
ENRC PLANTS EXTERNAL CONSUMERS
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The following table sets out selected financial information for the Energy Division for the years
ended 31 December 2004, 2005 and 2006, and the six months ended 30 June 2007, which has been
extracted without material adjustment from the “Financial information” in Part V. Neither Adjusted
EBITDA nor Adjusted EBITDA Margin is a measure of financial performance under IFRS. See “Note 4,
Segment information” in Part V for a reconciliation of profit to Adjusted EBITDA for the years
ended 31 December 2004, 2005 and 2006, and the six months ended 30 June 2007.

Year ended 31 December Six months ended

30 June

2004 2005 2006 2007

% of % of % of % of

Total Total Total Total

US$ in millions Group Group Group Group

Revenue . ... ...... ... ...... 120 4.5% 122 4.1% 154 4.7% 93 5.0%
Inter-segment revenue .. ....... 91 83 109 64
Segment revenue® . . . ... ... ... 211 205 263 157

Adjusted EBITDA . ... ......... 66 4.4% 67 4.9% 77 6.1% 65 8.2%
Adjusted EBITDA Margin .. ...... 31.3% 32.7% 29.3% 41.4%

(1) Including inter-segment revenue.

The Energy Division provides the Group’s principal operating facilities with reliable access to low
cost energy. Due to the quality and long life of the division’s reserves and the efficiency of its coal
mining operations, the Energy Division is able to produce power and coal at low cost. In addition,
the geographic proximity between the division’s coal mine and power station creates logistical
advantages and reduces production costs.

The following table sets forth the volume produced for each of the Energy Division’s principal
saleable products for the years ended 31 December 2004, 2005 and 2006, and the six months ended
30 June 2007.

Six months

ended

Year ended 31 December 30 June

Product 2004 2005 2006 2007
Coal (in millions of tonnes)™ . . . ... ............ 17.0 16.3 17.9 9.1
Electricity (000 GWh) . . . . ... ... ... ... ... .... 10.6 10.2 11.5 6.3

(1) A proportion of the Energy Division’s coal is consumed in the production of the division’s electricity. For the years ended
31 December 2004, 2005 and 2006 and the six months ended 30 June 2007, this proportion was 38.2%, 38.0%, 39.2%
and 41.4% respectively.

Operations
Coal Mine

The Energy Division’s coal mine supplies coal to the Energy Division’s power station, the Ferroalloy
Division’s Aksu Plant, the Iron Ore Division’s power station and the Alumina and Aluminium
Division’s power station, as well as to third parties. In 2006, the coal mine produced 17.9 million
tonnes of coal, of which approximately 7.0 million tonnes were supplied to the Energy Division’s
power station, 4.6 million tonnes were supplied to other Group entities and 6.3 million tonnes were
sold to third parties, including the Russian city of Omsk and Pavlodarenergo, a Kazakh corporation.

According to SRK, as at 1 July 2007, the coal mine had proved and probable reserves of 772 million
tonnes. Although the coal is mined from different areas with ash content that ranges from 33% to
55%, the coal is mixed in blenders to achieve a standard quality of coal with a constant ash content
of 43%. SRK estimates that the mine’s reserves are sufficient to support operations under current
production forecasts for another 39 years. Further information on the coal mine’s reserves and
operations is set out in the “MER"” in Annex A.
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Subsurface Contracts

In accordance with Kazakh legislation, the Energy Division operates the mine under a licence from,
and contract with, the Ministry of Energy and Natural Resources of the Republic of Kazakhstan. The
main licence was issued on 18 March 1997 and has an initial term of 25 years. The contract was
signed on 23 November 1998 and is to expire on 18 March 2022.

Power Station

The Energy Division’s power station is one of the largest electricity suppliers in Kazakhstan, housing
seven turbine blocks with a total installed capacity of 2,115 MW and a current available capacity
(assuming no repairs) of 1,930 MW and the potential to increase total installed capacity to
2,465 MW with the installation of an additional turbine. The power station supplies electricity to
the Energy Division’s coal mine, the Ferroalloy Division’s Aksu Plant, the Iron Ore Division’s
processing plant, the Alumina and Aluminium Division’s aluminium smelter, as well as to third
parties. In 2006, the power station produced 11,500 GWh of electricity, of which approximately
200 GWh were supplied to the Energy Division's coal mine, 6,500 GWh were supplied to other
Group entities and 4,200 GWh were sold to third parties.

Further information about the Energy Division’s operations is set out in the “MER” in Annex A.

Sales

The following table sets out the Energy Division’s volume of third party sales by product for the year
ended 31 December 2004, 2005, 2006, and the six months ended 30 June 2007.

Six months

ended

Year ended 31 December 30 June

Product 2004 2005 2006 2007

Coal (in millions of tonnes)™ . . . . .. ... ......... 6.48 5.97 6.26 3.09

Electricity (000 GWh) . . . ... ................. 4.70 4.26 5.05 2.54

(1) This includes purchases of coal made by the Energy Division from Mugoteks and Shubarcoal Komir JSC for sale to third

parties.

Coal

The main consumers of the Energy Division’s coal are other Group entities (65% of 2006 sales
volumes), JSC Omskenergo in the city of Omsk (21% of 2006 sales volumes) and Pavlodarenergo
(13% of 2006 sales volumes). Of the coal supplied to the Group entities, 60% was supplied to the
Energy Division’s power station, 24% was supplied to the Alumina and Aluminium Division’s power
station, 13% was supplied to the Iron Ore Division’s power station and 3% was supplied to the
Ferroalloy Division’s Aksu Plant. For the years ended 31 December 2004, 2005 and 2006, the Energy
Division sold 6.48 million, 5.97 million and 6.26 million tonnes of coal, respectively, to third parties.
In the first six months of 2007, the Energy Division sold 3.09 million tonnes of coal to third parties.

Electricity

The Energy Division’s main competitors are AES Ekibastuz LLP, Ekibastuz GRES-2 JSC, Stations of
AO APK and Kazakhmys LLP GRES, which accounted for 12.7%, 7.4%, 6.4% and 6.2%, respectively,
of Kazakhstan's competitive market for electricity in 2006. The main consumers of the Energy
Division’s electricity are other Group entities (56.9% of 2006 sales) and other major third party
consumers of electricity (41.4% of 2006 sales), including Mittal Steel Temirtau JSC, KEGOC JSC,
Kostanay Minerals JSC. Of the electricity supplied to Group entities, 3% of total electricity was
supplied to the Energy Division’s coal mine, 83% was supplied to the Ferroalloy Division’s Aksu Plant
and 14% was supplied to the Iron Ore Division’s processing plant. For the years ended
31 December 2004, 2005 and 2006, the Energy Division sold 4,698 GWh, 4,261 GWh and 5,052 GWh
of electricity, respectively, to third parties.
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Key Initiatives

Although the primary aim of the Energy Division is the supply of low priced electricity to the
Group's mining, smelting and refining businesses, it will also invest in stand-alone growth
opportunities. To pursue its primary aim, the Energy Division intends to:

e invest approximately US$190 million between 2008 and 2011 to construct a new turbine and
generator. It is expected that the new generator will increase total installed electricity
generating capacity by 300MW by 2012;

e install a stripping complex at a cost of approximately US$40 million to increase efficiency; and

e refurbish certain existing generator blocks at a cost of approximately US$65 million.

The Logistics Division
Overview

The Group’s Logistics Division provides transportation and logistical services to the Group's primary
operating divisions and to third parties. The Logistics Division’s operations include three core
businesses: freight forwarding; railway construction and maintenance; and wagon and locomotive
repair. In addition, the Logistics Division operates a transfer and reloading terminal on the
Kazakhstan and China border, providing the Group with access to the growing market in China.

The following table sets out selected financial information for the Logistics Division for the years
ended 31 December 2004, 2005 and 2006, and the six months ended 30 June 2007, which has been
extracted without material adjustment from the “Financial information” in Part V. Neither Adjusted
EBITDA nor Adjusted EBITDA Margin is a measure of financial performance under IFRS. See “Note 4,
Segment information” in Part V for a reconciliation of profit to Adjusted EBITDA for the years
ended 31 December 2004, 2005 and 2006, and for the six months ended 30 June 2007.

Year ended 31 December Six months ended

30 June

2004 2005 2006 2007

% of % of % of % of

Total Total Total Total

US$ in millions Group Group Group Group

Revenue . . ... .............. 25 0.9% 146 4.9% 198 6.1% 65 3.5%
Inter-segment revenue . . . .. ... .. 32 49 79 37
Segment revenue® . . .. ... ... .. 57 195 277 102

Adjusted EBITDA . ... ......... 19 1.3% 47 3.4% 54 4.3% 23 2.9%
Adjusted EBITDA Margin . ....... 33.3% 24.1% 19.5% 22.5%

(1) Including inter-segment revenue.

The Logistics Division provides the Group with several strategic advantages. First, the Logistics
Division's transport businesses provide the Group with reliable delivery services for its products and
a comprehensive logistics infrastructure that mitigates the risks associated with relying on third-
party providers. Second, the Logistics Division is one of the largest transport operations in
Kazakhstan and provides a complete array of transport services. It owns and maintains a supply of
wagons, operates a railway maintenance business and, through its freight forwarding business, can
deliver the Group's products from the point of extraction to the point of sale. Finally, the Logistics
Division is the sole operator of a transfer and reloading terminal at the border between China and
Kazakhstan, which facilitates the Group'’s access to China.

Freight Forwarding

The Logistics Division’s freight forwarding business specialises in combining railway transportation
with international forwarding functions to provide “door-to-door” delivery of freight. The freight
forwarding business services the transportation needs of the Group’s primary operating divisions,
and to a lesser extent, third-party customers. For the year ended 31 December 2006, the freight
forwarding business transported 61.7 million tonnes of freight, 87.3% of which was transported for
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other Group entities. As at 30 June 2007, the freight forwarding business owned approximately
5,800 railway wagons.

The freight forwarding business also owns and operates a transfer and reloading terminal at the
border between Kazakhstan and China, which provides the Group with secure access to China.

Railway Construction and Maintenance

The Logistics Division is one of the leading railway construction and repair businesses in
Kazakhstan. The primary function of the railway construction and maintenance business is the
construction and repair of Kazakhstan’s national railways. For the year ended 31 December 2006,
the Kazakhstan national railways accounted for 90.7% (US$172.7 million) of the Logistics Division’s
railway construction and maintenance revenue.

Wagon and Locomotive Repair

The Logistics Division’s wagon and locomotive repair business services and repairs railway wagons
and locomotives primarily for the Logistics Division’s freight forwarding business and the Iron Ore
Division. The wagon and locomotive repair business allows the Group to maintain its fleet of
railway wagons and avoid interruptions in the delivery of its products.

Sales

The main consumers of the Logistics Division’s services are third parties (71.5% of 2006 revenue).
The Group’s other entities accounted for 28.5% of 2006 revenue. Significant third-party customers
include the Kazakhstan national railway (62.3% of 2006 revenue).

Key Initiatives

The Logistics Division’s principal strategic objectives are to provide the Group with the most
effective and competitive logistics services, to continue to ensure the Group’s access to export ports
and to maintain sufficient rolling stock capacity for the Group at a competitive price. To pursue
these goals, the Logistics Division currently plans to invest approximately US$10 million by the end
of 2011 for additional rolling stock to ensure that the anticipated increase in the Group’s transport
needs will be met.

Sales and Marketing

The Group’s sales and marketing function provides ENRC's operating divisions with a fully
integrated and centrally organised sales and marketing resource. This facilitates the efficient
coordination of the Group’s external sales, monitoring of key markets and general production
strategy.

The sales and marketing function performs the following key functions:

Strategy and planning. In close cooperation with the Group’s principal operating divisions, the
sales and marketing function assesses and creates plans to exploit growth and development
opportunities for each of the Group’s businesses. To implement these plans, the Group's sales and
marketing personnel play an important role in assisting the Group’s operating divisions to allocate
and prioritise production capacity to maximise returns.

Commercial terms and customer relations. The sales and marketing function is primarily
responsible for negotiating commercial terms and prices with the Group’s customers. It also
maintains customer relations and oversees the Group’s customer services and support function.

Market research. The sales and marketing function monitors market developments and trends in
customer demand, new product or technology developments, price fluctuations and potential
customer opportunities.

Coordinating logistics. The sales and marketing function coordinates with the Logistics Division to
arrange delivery of the Group’s products to customers outside Kazakhstan. The centralisation of
this function provides significant operational advantages to the Group.
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The sales and marketing function offers the Group several competitive advantages including the
identification and exploitation of market synergies and improved operational efficiencies. In
addition, as the markets in which the Group operates are geographically diverse and complex, the
size, scope and expertise of the sales and marketing function enables it to gather significant market
information that is not otherwise generally available.

Employees and Employee Relations

As of 31 December 2004, 2005 and 2006, the Group had 58,911; 60,580; and 61,656 employees,
respectively. As at 30 June 2007, the Group had approximately 62,085 employees. The Group also
utilises some individuals as independent contractors. The following table sets out the number of
Group employees by division or function as at 31 December 2004, 2005 and 2006 and 30 June 2007.

No. of employees

31 December 31 December 31 December 30 June

Division 2004 2005 2006 2007
Ferroalloy Division . . . . ... ... . ... .. .. 19,088 19,822 20,452 20,697
Iron Ore Division . . ... ... ... ... 17,926 18,059 17,949 18,047
Alumina and Aluminium Division . .. ............... 11,874 12,278 12,692 13,160
Energy Division . . . . . ... ... 6,352 6,281 6,374 6,507
Logistics Division . . . ... ... .. 3,512 3,932 3,936 3,417
Sales and marketing function . . . .. ....... ... .. .. .. 67 67 93 110
Company/UK Head Office . ...................... — — — 9
Company/Kazakhstan Office. . .. .................. 92 141 160 138
Total . .. 58,911 60,580 61,656 62,085

The Group’s key employees have individual employment agreements that cover, among other
matters, base remuneration and benefits. In addition, the Group negotiates collective employment
agreements, which cover primarily social benefits, with representatives of the Group’s employee
labour unions.

Almost all of the Group’s employees are members of one of three labour unions, which are each
organised by reference to a particular industry. Since the Group acquired its operating assets, it has
not experienced any material strikes or work stoppages at any of its operating sites as a result of
workforce disputes, and the Group benefits from good labour relations.

Social and Community Programmes

As a condition of certain of its subsurface use licences and contracts and pursuant to certain
agreements with governmental authorities, the Group is obliged to fund and maintain certain
social programmes. These obligations include funding the construction of medical, cultural,
recuperation and rehabilitation facilities, community centres, athletic facilities, housing and
infrastructure in the areas in which the Group operates. Furthermore, the Group is obliged under its
subsurface use licences and contracts to invest in training the local workforce, upgrading the
qualifications of its employees and providing educational grants. In addition, at its own initiative
and at the request of governmental authorities, the Group has provided and continues to provide
social support in the areas where it operates and in other areas in Kazakhstan.

The Directors believe that active long-term engagement with local communities and other
stakeholders is important. To support local communities where it operates, the Group supports a
number of cultural and religious activities. The Group has provided financial support for the
construction of places of worship across Kazakhstan.

Environmental and Health and Safety Matters
Introduction

The Group’s operations generate the hazardous and non-hazardous waste, effluent and
atmospheric, water and soil emissions that are typical of mining and mineral processing businesses.
In addition, many of the Group’s work places are exposed to dust, noise, vibration, moving
machinery, and other factors, such as Kazakhstan’s extreme climate. The Group believes that it has
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taken and has in place the necessary compliance procedures and practices required to address these
issues within a framework and schedule agreed with the relevant governmental authorities. In
addition, the Group is in the process of implementing a number of related modern management
systems on a voluntary basis.

Many of ENRC's manufacturing operations are located close to settlements in industrial-suburb type
settings, with semi-dependent relationships in terms of infrastructure and workforce. Sanitary
Protection Zones (“SPZs"), established under the FSU, are legally required “buffer” zones around
industrial sites and usually extend to a radius of between 1 km and 3 km from operating sites.
Operations are required to meet environmental quality standards measured at the SPZ’s outer
boundaries. Residential land uses are not permitted within the SPZs, although settlements do exist
within these zones around several of ENRC's operations (it should be noted that legal status of the
location of settlements within the SPZ is largely unclear as none of these settlements were
established by the Group). Beyond the Group's operations, the SPZs and neighbouring settlements,
the surrounding environment is frequently open steppe or agricultural land with a sparse human
population.

Despite the remoteness of ENRC's operations from major bodies of surface water, there are some
examples of the Group's operations having a direct impact on surface waters. The Group’s
operations may affect the groundwater and/or soil in the vicinity of its installations. The quality of
background groundwater varies with naturally high salinity at some sites. In general, where cases of
elevated concentrations of heavy metals have been found in groundwater and/or soils in the
vicinity of ENRC's operations, it is often understood to reflect the natural background conditions as
well as impacts from ENRC's and, where applicable, other neighbouring industrial operations.

Legislative framework
Environmental

Environmental regulations in Kazakhstan are a legacy of the FSU. In recent years, Kazakhstan has
amended its environmental protection laws and has adopted regulations that require industrial
facilities to minimise impacts on the environment. The requirements include limits on Maximum
Permissible Emission volumes (“MPEs"”), Maximum Permissible Discharges (“MPDs") and maximum
volumes of waste generation. The regulations are primarily enforced through a mechanism of
payment obligations imposed on an entity depending on the entity’s levels of emissions, discharges
and waste storage. The shortage of adequate monitoring equipment often means that emissions
calculations are widely performed by both operators and regulators, which can lead to irregular
monitoring and inaccurate results. ENRC pays an annual fee (payable on a quarterly basis) for
emissions, discharges and waste storage within permitted levels. If a company fails to achieve the
specified targets for such matters this would give rise to additional payment obligations. For each
of the years ended 31 December 2004, 2005 and 2006, the Group’s total additional payment
obligations for emissions, discharges and waste generation at all facilities were not material.

A new Environmental Code was adopted in Kazakhstan in January 2007 introducing changes to the
regulatory mechanism, including the concept of Best Available Techniques (“BAT"). This should
bring environmental regulation closer to that of the EU, although there is still some uncertainty
over how the Environmental Code will be implemented in practice. ENRC's environmental staff is
involved in the development of the technical specification for some of the new industry standards
in Kazakhstan.

Kazakhstan has signed the Kyoto Protocol and a decision is expected by the Kazakhstan
government at the end of 2007 with regard to its ratification. A future ratification is expected to
include national targets for greenhouse gas emissions, but these targets may or may not necessarily
entail specific reductions in present emission levels. It is not anticipated that ratification would
result in the imposition of onerous targets on an industry that may threaten national development.
It is expected that Kazakhstan would benefit under the Joint Implementation (“JI”) mechanism of
Kyoto, which allows certain signatory countries to the Protocol to transfer to, or acquire from, other
signatory countries like Kazakhstan emission reduction units, thus enabling it to count these units
towards meeting its own Kyoto target. ENRC has been investigating its potential under JI, for
example as a recipient of clean technologies.
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Health and safety

The Group is required to comply with a range of health and safety laws and regulations. The
Group's health and safety standards and training procedures are reviewed on an ongoing basis. In
accordance with Kazakh law, the Group has developed health and safety procedures tailored to
ENRC's operations and activities.

ENRC s presently in the process of re-organising the structure of the health and safety management
of each division of the Group so that, in accordance with legal requirements, each division has a
health and safety department that is independent of operational management. For the Ferroalloy
Division and the Alumina and Aluminium Division these changes have already been completed. A
health and safety programme is updated annually for each division. In addition, each operating
unit has a safety representative who monitors compliance with the health and safety programme.
Internal health and safety related reports and any government inspection reports are reviewed on
an ongoing basis.

Employee injuries are monitored in accordance with Kazakh legislation, which requires official
registration of the injury, creation of a special commission with local authorities and site
representatives to investigate the injury, and further supervision after corrective actions. Minor
injuries and subcontractor injuries are not registered or recorded, and this is not required by the
legislation.

Management systems

The Group has recently established a Health, Safety and Environment Committee of its Board of
Directors (the “HSE Committee”). The HSE Committee is responsible for formulating and
recommending to the Board a policy on health, safety and environment issues related to the
Group's operations. In particular, the HSE Committee will focus on ongoing compliance with
applicable standards to ensure that an effective system of health and safety standards, procedures
and practices is in place at each of the Group’s operations. The HSE Committee is also responsible for
reviewing management’s investigation of incidents or accidents that occur to assess whether policy
improvements are required. The ultimate responsibility for establishing the Group’s health, safety
and environment policy, however, remains with the Board.

In 2003, ENRC initiated a phased implementation of formal management systems for some
operations, including I1SO 14001 environmental management systems, ISO 9001 quality
management systems and OHSAS 18001 safety management systems. The Group is the first
enterprise in Kazakhstan to implement an environmental management system certified for
ISO 14001 and is also the first enterprise among the CIS mining industries to receive OHSAS 18001
certifications at several of the Group’s facilities.

For those operations that are certified under one or more management systems, the independent
certifying bodies undertake periodic audits to ascertain conformity with system obligations.
Management systems do not, however, require a particular level of performance, which is left to
the discretion of the operating entity. Also, the degree to which the standards are implemented
may be variable.

Environmental

ENRC actively monitors or estimates its air emissions, wastewater discharges and the amount of
waste it has generated, as well as the quality of ambient air, nearby surface water, soil and
groundwater. Renewal of environmental permits requires the submission of an annual statistical
report on the monitoring results to Kazakhstan’s environmental authorities, compliance with the
permits’ provisions and the fulfilment of any environmental payment obligations, which include
payments for routine operations and any non-compliance penalties. Kazakhstan’s environmental
authorities have also conducted inspections of ENRC site operations. During the three years ended
31 December 2006, the total amount of state inspection penalties was US$131,183 in 2004,
US$50,922 in 2005 and US$112,024 in 2006.

The Group’s operations have obtained all required material contracts, licences and permits, except
for several enterprises that are in the process of developing waste management documents. The
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Group engaged Environmental Resources Management (“ERM”) in 2006 to assess the Group's
health, safety and environment status with respect to material issues that have cost implications
exceeding €1 million. Such issues include material compliance with Kazakh health, safety and
environment laws and permit obligations, material conformity with international health, safety
and environment best practices and establishment of contingent material liabilities for future
mitigation of suspected contamination. ERM determined that the Group is in material compliance
with most aspects of the applicable national environmental legislative and regulatory
requirements. Site management is aware of those operations that are not currently in compliance,
and appropriate action plans and schedules have been implemented to make the necessary
technical upgrades, which are primarily related to emissions reduction, wastewater handling and
slag or waste management. In general, ERM concluded that the environmental performance of the
Group's operations compares favourably to similar CIS enterprises.

While regulators may be influenced in the extent of their enforcement activity by the dominance of
an operator in its local area as an employer, a tax payer and a provider of local utilities to the
community, a change of ownership, particularly foreign ownership, may provoke a tougher stance
by the regulators, especially if they believe the new owners have greater financial capacity to
implement health, safety and environment improvements. However, given the continuing
development and, necessarily, the uncertainty of Kazakhstan’s regulatory framework, the primary
driver for environmental improvement (and associated expenditure) is likely to be ENRC's own
corporate commitments on environmental, health and safety matters, and the increased degree of
external scrutiny to which the Company will be exposed as a UK publicly traded entity, suggesting
gradual, managed expenditure on environmental improvement.

The total annual costs of complying with existing legislation, including operating costs, capital
expenditure and the obligatory environmental fees, had been US$90.1 million (2005) and
US$96.9 million (2006), with estimated total costs of US$76 million for 2007.

ERM identified several aspects of the Group’s operations that, while conforming to current Kazakh
requirements, do not conform to international best practices, primarily related to further reduction
of air emissions, improved handling of petroleum and chemical substances and storage of waste.
Although there are no current or anticipated regulatory obligations in Kazakhstan that require the
Group to conform to such international practices, the Group is addressing a number of these issues
in its technical upgrade plans such as a US$2.3 million investment at the AoK power station to
reduce water losses.

At several of the Group’s sites, the plant and equipment are many decades old and do not reflect
modern environmentally-friendly or energy-efficient technology. The ongoing and future
replacement of obsolete equipment—as part of the Group’s ongoing investment programme—uwvill
contribute substantially to the improved health, safety and environment performance of the
Group's operations. For example, in January 2007, the Group completed the replacement of two
turbines with more efficient equipment and the installation of four modern air emission filters at
the EEC Power Plant, which significantly decreased the emission of air pollutants, such as dust and
nitrogen oxides, from the facility. In the three-year period from 2004 to 2006, the Group invested
US$26.5 million in new technology with enhanced safety characteristics. Further training of the
management and staff is also needed to promote an integrated culture of safety within the Group,
and such training is being planned.

Health and safety

Several site operations require material improvement with respect to dust control, ventilation,
noise control, vibration and machine guarding, but the necessary improvements have been
identified by management and are expected to be completed by 2012. The availability and use of
personal protective equipment by employees varies widely among operating locations. The Group’s
total annual expenses for employee protection at work sites, including insurance, were
US$48.6 million in 2004, US$64.4 million in 2005 and US$57.2 million in 2006. The total health and
safety related penalties imposed by the state inspection authority on the Group in 2006 were
US$10,000.
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In 2006, the Group’s health and safety training expenses were US$954,000, or US$71.50 per
employee trained. The Group has a special health care programme and spent about US$8.7 million
for employee medical treatment in 2006. The costs associated with investment in and maintenance
of recreational, medical and cultural facilities between 2004 and 2006 exceeded US$50 million. The
Group's injury frequency rate (“IFR"), measured per 1000 employees, was 1.2 in 2004, 1.0 in 2005
and 1.4 in 2006. The number of Group fatalities in recent years (eight in 2004, 13 in 2005 and 11 in
2006) is lower than those reported by other large Kazakhstan mining companies.

Operational hazards and insurance

The Group’s operations are subject to numerous operating risks, including geological conditions,
seismic activity, climatic conditions, interruptions to power supplies, environmental hazards,
technical failures, fires, explosions and other accidents at its mines, processing plants or related
facilities. These risks and hazards could result in damage to production facilities, personal injury,
fatalities, environmental damage, business interruption and possible legal liability.

Kazakh law requires mining companies to insure against certain limited risks. The Group maintains
mandatory insurance policies that cover the employer’s liability for death or injury to workers, and
liability insurance for operators of its vehicles. The Group also maintains certain voluntary policies in
respect of medical insurance and property and liability insurance. The Group’s insurance does not
cover other potential risks associated with its operations. In particular, the Energy Division does not
currently maintain liability insurance, the Zhairem Unit and the Logistics Division do not currently
maintain property damage or business interruption insurance, and no “delay in start-up” insurance
(which may not be available in Kazakhstan) is maintained in respect of the Group’s aluminium
smelter. In addition, the Group does not currently maintain adequate insurance for certain of its
operations outside Kazakhstan.

The Group’s management periodically evaluates additional insurance coverage. Because Kazakh
law currently prohibits foreign insurance companies from operating directly in Kazakhstan, the
underdeveloped insurance market in Kazakhstan offers only limited opportunities for insuring risks
associated with the Group'’s business. The Group’s operating entities in Kazakhstan may only seek
insurance from domestic insurance companies. The Group’s principal insurance provider is
beneficially owned by the Group’s Founders. Please see the paragraph headed “Insurance
Arrangements with Eurasia Insurance” in Part X of this Prospectus.

IT systems

Due to the nature of the Group’s core operations, its mining and production activities do not rely on
information technology to a material extent. Nonetheless, the Group is assessing the extent to
which upgraded facilities may offer enhanced efficiency and/or productivity to its business and may
implement improvements in due course accordingly.

The Group relies on IT systems for financial reporting purposes. The Group has historically
underinvested in its financial reporting IT systems for its Kazakh operations and some of its current
IT systems are based on operating systems that are no longer supported by external IT suppliers. The
Directors recognise that the Group’s current IT systems in Kazakhstan are insufficient to meet the
future requirements of the Group, and have therefore initiated an upgrade programme. In this
regard, the Group is currently conducting a tender process for a new enterprise resource planning
(ERP) system and intends to select an appropriate system by 31 March 2008. The Directors currently
anticipate that implementation of this new system will take approximately two to three years, and
although the Directors recognise that the costs involved will be substantial, they are confident that
a new ERP system will result in greater reliability and efficiency in financial reporting.

The Group has recently implemented COGNOS, a well established financial systems package, in
London to facilitate consolidated financial and management reporting and has also documented a
disaster recovery plan throughout the Group.
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Employee Share Incentives

Subject to Admission, the Company has adopted a long term incentive plan for management and
senior employees providing share awards. The total number of share awards granted pursuant to
this long term incentive plan, in conjunction with all other employee share plans operated by the
Group, cannot exceed 10% of the issued share capital of the Company in ten years. The share
awards will be subject to appropriate performance conditions and in granting awards, the Board
and its Remuneration Committee intend to comply with the terms of the Combined Code.

The Company has also adopted an incentive plan for management and senior employees providing
cash and share awards in respect of their contributions to the Group’s preparations for its initial
public offering. Cash awards equal to US$21.6 million have been granted, which are payable in full
on Admission. Awards of up to 7,975,000 Ordinary Shares in aggregate have also been granted to
employees under this incentive plan.

Further details of these incentive plans are set out in paragraph 13 of Part XIll of this Prospectus.

Current trading and prospects

Since 30 June 2007, the Group has continued to trade in line with the Directors’ expectations. The
Group's production and sales volumes have progressed in line with expectations, with consolidated
revenue higher than for the comparable period in 2006, mainly as a result of the continued strength
of commodity prices, and in particular in respect of the Ferroalloy Division and Iron Ore Division.
Operating costs have continued to increase, principally in line with the increases experienced in the
first half of 2007, due to continued inflationary pressures and the impact of adverse currency
movements. These inflationary pressures are being monitored to enable the Group to mitigate
their effects on unit costs where possible.

The Directors believe that the financial and trading outlook for the remainder of the year is in line
with the Group’s expectations.
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The following is a summary of the Group’s financial information for the periods indicated. The data
has been extracted without material adjustment from, and is qualified in its entirety by reference
to, the financial information in Part V. The summary should be read in conjunction with the
information in those sections and with “Part IV—Operating and financial review”. Investors are
advised to read the whole of this Prospectus and not rely on just the key or summarised
information.

Six months ended 30 June
Year ended 31 December 2006

2004 2005 2006 2007 (unaudited)
In millions US$

Income statement data:

Revenue ..................... 2,691 2,950 3,256 1,856 1,514
Costofsales . .................. (1,017) (1,2406) (1,542) (826) (670)
Gross profit . ... ............... 1,674 1,704 1,714 1,030 844
Distribution costs . . . ... .......... (235) (332) (407) (189) (212)
Selling, general and administrative

EXPENSES . o v vt e (147) (228) (290) (169) (116)
Other operating expenses—net . ... .. (20) (18) (20) (31) 61)
Operating profit . . .............. 1,272 1,126 997 641 455
Analysed as:
Adjusted EBITDAM . . . ... ......... 1,502 1,363 1,256 797 575
Depreciation and amortisation . . ... .. (230) (237) (253) (136) (120)
Exceptional items. . . ... .......... — — (6) (20) —
Finance income . . ... ... ......... 5 12 24 27 11
Finance costs . ................. (22) (40) (50) (82) (25)
Profit before income tax . . . .. ...... 1,255 1,098 971 586 441
Income tax expense . ... ... ....... (233) (321) (285) (198) (120)
Profit for the period . . . . . ... ...... 1,022 777 686 388 321
Profit is attributable to:
Equity shareholders of the Group . . . . . 884 580 550 381 270
Minority interests . .. ............ 138 197 136 7 51
Cash flow data:
Net cash flow from operating activities . 1,146 1,070 744 475 186
Net cash used for investing activities . . . (516) (625) (578) (618) (185)
Net cash used for financing activities . . . (562) (459) — (15) 42
Net increase/(decrease) in cash and cash

equivalents .. ................ 68 (14) 166 (158) 43
Other financial and operating data:
Adjusted EBITDA Margin (%)@ . ... ... 55.8 46.2 38.6 42.9 38.0
Adjusted EBIT Margin (%)® . ... ..... 47.3 38.2 30.6 34.5 30.1
Ferroalloys sold, thousand tonnes . . . . . 1,114 1,164 1,268 686 635
Chrome ore sold, thousand tonnes . . .. 907 1,078 1,093 532 542
Iron ore sold, thousand tonnes . . . . ... 14,726 11,813 16,472 8,074 8,062
Alumina sold, thousand tonnes ... ... 1,450 1,497 1,508 754 766
Capital expenditure . ... .......... 356 507 563 428 206
Average exchange rate (KZT/$)@ . .. . .. 135.96 132.85 126.09 123.16 127.10
Period end exchange rate (KZT/$)® . . .. 130.00 133.77 127.00 121.66 118.69

(1) Adjusted EBITDA represents profit before finance income, finance costs, income tax expense and depreciation and
amortisation (including negative goodwill), as further adjusted to add back exceptional items. Exceptional items
represent costs incurred in relation to the initial public offering.

(2) Adjusted EBITDA Margin represents adjusted EBITDA as a percentage of revenue.

(3) Adjusted EBIT Margin represents profit before finance income, finance costs and income tax expense, as further
adjusted to add back exceptional items, as a percentage of revenue.

(4) The results of all Group entities that have a functional currency different from the presentation currency are translated
at average exchange rates for the relevant periods (unless the average is not a reasonable approximation of the
cumulative effect of the rates prevailing on the transaction dates, in which case income and expenses are translated at
the dates of the transactions).

(5) The financial position of all Group entities that have a functional currency different from the presentation currency are
translated at the closing rate at the date of that balance sheet.
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As at
As at 30 June
2004 2005 2006 2007
In millions US$

Balance sheet data:
Cash and cash equivalents . .. ................. 183 165 336 192
Total non-currentassets . . . . .................. 2,025 2,294 3,008 3,471
Totalassets . .. ... ... ... . .. .. ... 3,033 3,402 4,603 4,975

Borrowings

—shortterm . ... ... ... . . ... ... 72 100 608 153
—longterm. .. ... ... 155 139 876 1,118
Total non-current liabilities . . ... ............... 491 457 1,248 1,538
Total liabilities . . .. ... ... ... .. ... ... .. ..... 852 1,054 2,331 2,194
Totalequity . . . . ... .. 2,181 2,348 2,272 2,781
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The following discussion of the financial condition and results of operations of the Group should be
read in conjunction with the financial information set out in Section B of Part V of this Prospectus
and the other financial information contained elsewhere in this Prospectus. This review contains
forward-looking statements that reflect the current view of the Directors and involve risks and
uncertainties. The actual results of the Group could differ materially from those anticipated in these
forward-looking statements as a result of certain factors discussed below and elsewhere in this
Prospectus, particularly in “Risk factors” and “Presentation of information and general disclosures”.
Certain regqulatory and industry issues also affect the Group’s results of operations and are
described in Part | and Part Il of this Prospectus. Investors should read the whole of this Prospectus
and not rely just on summarised information.

The following discussion focuses on the Group’s audited combined and consolidated financial
statements for the three years ended 31 December 2006 and on the Group’s audited combined and
consolidated financial statements for the six months ended 30 June 2007 and unaudited
comparative statements for the six months ended 30 June 2006.

Overview

ENRC is a leading diversified natural resources group with integrated mining, processing, energy,
logistical and marketing operations. The majority of the Group’s assets were acquired in the
privatisation process undertaken in Kazakhstan in the mid-1990s. The Company is a holding
company incorporated in England and Wales and formed as part of a reorganisation in December
2006 to simplify the ownership structure of the Group’s assets and to consolidate them in a single
group of companies. The Group's production assets are located in the Republic of Kazakhstan
where it employs approximately 62,000 people. In 2006, the Group accounted for approximately
4% of the country’s GDP. The Group currently sells its products to customers around the world,
including in Russia, China, Japan, Western Europe and the United States.

The Group has five operating divisions:

The Ferroalloy Division—The Ferroalloy Division produces and sells ferrochrome and other
ferroalloys, primarily to steel producers, and sells chrome ore and manganese ore to third-party
ferroalloy producers. The Ferroalloy Division’s vertically integrated operations include chrome ore
and manganese ore mines, two ferroalloy processing plants and a gas power station. For the year
ended 31 December 2006, the Ferroalloy Division had total third-party revenue of US$1,473 million,
which represented 45.2% of the Group’s combined and consolidated revenue. For the six months
ended 30 June 2007, the Ferroalloy Division had total third-party revenue of US$917 million, which
represented 49.4% of the Group’s combined and consolidated revenue.

The Iron Ore Division—The Iron Ore Division produces and sells iron ore concentrate and pellets
primarily to steel producers. The Iron Ore Division’s operations include iron ore mines, crushing,
beneficiation and pelletising plants and a thermal power station. For the year ended 31 December
2006, the lron Ore Division had total third-party revenue of US$829 million, which represented
25.5% of the Group’s combined and consolidated revenue. For the six months ended 30 June 2007,
the Iron Ore Division had total third-party revenue of US$457 million, which represented 24.6% of
the Group’s combined and consolidated revenue.

The Alumina and Aluminium Division—The Alumina and Aluminium Division produces and sells
alumina to aluminium producers. The Alumina and Aluminium Division’s vertically integrated
operations include two bauxite mines, a limestone mine, an alumina refinery and a power station.
In addition, the Alumina and Aluminium Division is constructing a new aluminium smelter that will
allow the division to process its alumina into aluminium. The first phase of the smelter is expected
to be commissioned by 31 December 2007 and achieve full production capacity of 250,000 tonnes
per annum by 2011. For the year ended 31 December 2006, the Alumina and Aluminium Division
had total revenue of US$612 million, of which US$602 million was derived from third-party sales,
representing 18.5% of the Group’s combined and consolidated revenue. For the six months ended
30 June 2007, the Alumina and Aluminium Division had total revenue of US$325 million, of which
US$324 million was derived from third-party sales, which represented 17.5% of the Group's
combined and consolidated revenue.
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The Energy Division—The Energy Division is one of the largest electricity providers in Kazakhstan,
accounting for approximately 16% of the country’s recorded electricity production in 2006. The
Energy Division provides a cost-effective energy supply to the Group’s principal operating divisions
and produces a significant surplus for sale to third parties in Kazakhstan. For the year ended
31 December 2006, the Energy Division had total revenue of US$263 million, of which
US$154 million was derived from third-party sales, representing 4.7% of the Group’s combined and
consolidated revenue. For the six months ended 30 June 2007, the Energy Division had total
revenue of US$157 million, of which US$93 million was derived from third-party sales, representing
5.0% of the Group's combined and consolidated revenue.

The Logistics Division—The Logistics Division provides effective transportation and logistical
services to the Group’s principal operating divisions and third parties. The Logistics Division’s
operations include freight forwarding, wagon repair services and railway construction and repair
services, which collectively provide the Group with reliable intra-Group delivery services. In
addition, the Logistics Division operates a railway transfer and reloading terminal on the
Kazakhstan and China border, facilitating the Group’s access to the growing market in China. For
the year ended 31 December 2006, the Logistics Division had total revenue of US$277 million, of
which US$198 million was derived from third-party sales, representing 6.1% of the Group's
combined and consolidated revenue. For the six months ended 30 June 2007, the Logistics Division
had revenue of US$102 million, of which US$65 million was derived from third-party sales, which
represented 3.5% of the Group’s combined and consolidated revenue.

Significant Factors Affecting the Group’s Results of Operations

Key factors affecting the Group’s results of operations are discussed below.

Commodity prices

Prices of the mineral commodities that the Group produces have a material impact on the Group's
results of operations. Commodity prices are affected by changes in global economic conditions,
supply and demand trends, technological changes and related industrial cycles. Prices of ferroalloys,
iron ore, alumina and aluminium can vary significantly. Generally, producers of commodities are
unable to influence market commodity prices directly; however, events such as changes in
production capacity, temporary price reductions or other attempts to capture market share by
significant producers may have an effect on market prices. Additionally, the prices realised by
producers on sales of their products can be affected by contractual arrangements, production
levels, product quality and hedging strategies. Price variations, hedging policies and market cycles
have historically influenced the financial results of the Group and are expected to continue to do so.

The Group has long-term supply agreements with alumina and iron ore customers, which provide
for the purchase of a substantial part of the Group’s annual alumina and iron ore production. In line
with industry practice, the contracts do not fix the sale price, rather, goods are priced by reference
to the LME or other readily available published prices for the relevant period. The contracts do,
however, fix the premium or discount payable, which enables the Group to avoid fluctuations in the
premium or discount applicable to sales in the spot market.

The Group also seeks to conclude annual contracts by the end of the fourth quarter of each year for
the sale of substantially all of ENRC's expected ferroalloys produced in the following year and, to a
lesser extent, iron ore and alumina production for the upcoming year, generally for delivery in
monthly batches.

ENRC generally does not hedge its exposure to the risk of fluctuation in the price of mineral
commodities and currently does not intend to do so in the future.

Total global demand for high-carbon ferrochrome grew at a compound annual rate of 5.5%
between 1997 and 2006, primarily driven by increased stainless steel production in China and India.
According to Heinz H. Pariser, growth in demand for high-carbon ferrochrome is likely to average
approximately 4.1% per year between 2007 and 2016.

The demand for iron ore is correlated to steel production, which generally follows overall industrial
growth. According to reports by CRU, the compound annual growth rate of iron ore production
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was 6.8% between 1996 and 2006. CRU also anticipates that rapid economic growth in China will
cause continued iron ore supply shortages until 2009.

Global alumina demand increased significantly between 2000 and 2006. This was driven by
increased aluminium production and the related demand for alumina in China. CRU predicts that
global metallurgical alumina demand will continue to grow, from 66.2 million tonnes in 2006 to an
expected 84.5 million tonnes in 2011, which is a compound annual growth rate of 5.0%, driven
primarily by growth in China.

For a discussion of recent market conditions for the ferrochrome, iron ore and alumina and
aluminium markets, see “Industry Overview” under the description of the Ferroalloy, Iron Ore and
Alumina and Aluminium Divisions appearing in Part Il.

Production costs and efficiency

The Group’s competitiveness and long-term profitability are, to a significant degree, dependent
upon its ability to maintain low-cost and efficient operations. Costs associated with mining and
metal production can be broadly categorised into costs attributable to raw materials, direct labour
and production overheads.

The Directors believe that the Group is among the lowest cost producers in each of its segments. The
scale of the Group’s operations and its vertical integration contribute to the efficiency and
profitability of the business. Power plants in Pavlodar and other production facilities, powered by
coal from the Group’s coal mine in Ekibastuz, provide captive power. Power is supplied to the sites
or transferred into the Kazakhstan national grid, and the excess heat output is sold to the local city
of Pavlodar, enabling ENRC to use its own power without purchasing electricity at the commercial
rate and to bear only the cost of transmission from Pavlodar to the chrome smelting facilities in
north-western Kazakhstan. A number of other production-related functions, including repairs and
maintenance, are undertaken in-house, which also helps the Group to maintain low costs. Costs per
unit are significantly affected by changes in production volumes and, therefore, the Group’s
production levels are a key factor in determining its overall cost competitiveness.

The Group's production costs and efficiency are subject to fluctuations in the costs of the materials it
purchases such as fuel, special coal, coke, materials used for repair and maintenance of facilities and
other materials. The Group’s materials costs have been rising over the last three years mainly due to
increasing oil prices as well as general price inflation for other materials. The Group has undertaken
a series of cost-control measures, including modernisation programmes and the restoration of
repair parts in lieu of the purchase of new parts, which are aimed at reducing materials costs.

The Group's payroll expenses increased significantly in 2005, 2006 and 2007. These increases have
been driven by the Group’s effort to remain competitive in respect of wages paid for qualified
personnel. Average compensation levels in mining and related industries in Kazakhstan have risen
significantly since 2005 due to increased market competition for skilled workers, particularly in the
Pavlodar region. Despite these significant increases in the Group's labour costs, the Group still
benefits from relatively low-cost local labour.

Transportation costs affect both the Group’s distribution costs and cost of sales. These costs have
significantly increased over the last two years, impacted by increased sales to China, which incur
higher transport costs than sales to Russia and within Kazakhstan, higher railroad tariffs in
Kazakhstan that affect all of the Group's divisions, and higher international freight costs for sales in
the Ferroalloy Division. In addition, Chinese railroad tariff increases in recent years have generally
outpaced inflation. Future transport costs are expected to continue to be affected by increasing
railroad tariffs in each of Kazakhstan, China and Russia. These countries exercise significant control
over their transport systems, and the long-term effect on railroad tariffs and services is uncertain.
Increases in railroad tariffs are partially mitigated by the Group's Logistics Division, which employs
private wagons for a large portion of the Group’s cargo transportation and provides wagon and
railway repair services. This reduces the potential effects of tariff changes by controlling the portion
of tariffs paid for wagon usage as well as controlling freight forwarder commissions. Additionally,
the proximity of the Group's principal operations to China and Russia, its largest export markets,
reduces transportation costs.
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A substantial portion of the Group’s production costs are incurred in KZT and, as the US Dollar has
weakened against the KZT since 2004, production costs have increased in US Dollar terms.

Exchange rates

The Group’s principal products are commodities typically priced by reference to US Dollars. A
substantial portion of the Group’s costs are incurred in KZT. Accordingly, the Group may be
materially affected by exchange rate fluctuations between the US Dollar and the KZT and, to a
lesser extent, other currencies including the Swiss Franc, Japanese Yen, Euro and British Pound. In
2007, the Group entered into a number of US$/KZT foreign exchange forward contracts to partially
hedge against fluctuations in the exchange rate. See Note 35 to the Combined and Consolidated
Financial Statements in Part V of this Prospectus.

The functional currency of all the significant operating entities is the KZT, while for the sales and
marketing entities it is US Dollars. The functional currency for each entity in the Group is the
currency of the primary economic environment in which it operates. The results and financial
position of all Group entities that have a functional currency different from US Dollars, the Group’s
presentation currency, are translated into US Dollars as follows:

1. assets and liabilities are translated at the closing rate at the date of that balance sheet;

2. income and expenses for each income statement are translated at average exchange rates
(unless this average is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are translated at the
dates of the transactions); and

3. all resulting exchange differences are recognised as a separate component of equity.

Since 2004, the US Dollar has weakened against the KZT. While this weakening has not materially
affected the Group’s revenue because the Group's principal products are priced by reference to the
US Dollar, it has increased the Group's production costs in US Dollar terms. The following table sets
out, for the periods indicated, the period-end and average exchange rates of the KZT to the US
Dollar, as applied in the preparation of the Group’s audited combined and consolidated financial
information for the relevant periods and expressed in KZT per US Dollar.

Period Period-end Average
Six months ended 30 June 2007 . . . . . . . .. e 121.66 123.16
2006 . . . e e e 127.00 126.09
2005 . . 133.77 132.85
2004 . . 130.00 135.96

Social responsibility obligations

The Group is obliged to maintain social programmes in Kazakhstan for the benefit of the local
communities in which it operates. These obligations include funding the construction of medical,
cultural, recuperation and rehabilitation facilities, community centres, athletic facilities, housing
and infrastructure in the areas in which the Group operates. Furthermore, the Group is obliged
under its subsurface use licences and contracts to invest in training the local workforce, upgrading
the qualifications of its employees and providing educational grants.

In addition, at its own initiative and at the request of governmental authorities, the Group has
provided and continues to provide social support in the areas where it operates and in other areas
in Kazakhstan.

These expenses are principally recorded as selling, general and administrative expenses. These
obligations constitute a significant expense for the Group and may increase in the future, upon a
change in the government or political climate or otherwise. For a description of these obligations,
see “Social and community programmes” in Part Il of this Prospectus.

Effects of the Global Offer on historical earnings

The Global Offer will not change underlying operational performance, but will alter the Group’s
capital structure, and is expected to result in an increase in corporate costs to reflect the Company’s
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London Stock Exchange-listed status. Had the Global Offer been undertaken on 1 January 2006, the
commencement of the Group’s last full audited financial year, the earnings of the Group would
have been enhanced by the interest received on the net proceeds of the Global Offer received by
the Group, prior to its date of expenditure, on an after-tax basis.

Historical Dividend per Share

The Company has only been in existence since December 2006. The Company did not declare any
dividends in the period to 30 June 2007. As described in Part I, previously the Group was held under
common control by the Founders. For the years ended 2004, 2005 and 2006, certain subsidiary
companies paid dividends and distributions to the then holding companies owned by the Founders
as summarised in Part X.

Given the mix of dividends and distributions, and the promissory notes (issued to the Founder
Shareholders, Mr. Kim and the Kazakhstan Government) and that no dividends within the period to
30 June 2007 have been paid by the Company, dividend per share is not representative of the
dividend paid in previous years.

Factors Affecting Comparability

Key factors affecting comparability of the Group’s results of operations and financial condition
include:

Relationship with MMK

Historically, MMK has been one of the Group’s principal customers. In 2005, 2006 and the first
quarter of 2007, the results of operations of the Iron Ore Division were materially and adversely
affected by protracted contractual negotiations with MMK, which resulted in reduced sales
volumes and prices. In the second half of 2005, volumes of iron ore products ordered by MMK were
significantly reduced, resulting in production cutbacks. In 2006, while shipments of iron ore
products to MMK rose to historic levels, prices paid by MMK were substantially below market prices.
This trend continued into the second quarter of 2007.

In February 2007, the Group and MMK reached agreement and signed a long-term supply contract
that became effective in April 2007 and expires in 2017. Under this agreement, MMK is required to
purchase specified quantities of iron ore products at prices determined by reference to published
world price indices.

Selling, general and administrative expenses

Given the historical nature of the Group and the absence of a corporate centre and its associated
processes and costs until the second half of 2006, the selling, general and administrative expenses,
interest and tax costs in each period are not directly comparable.

Acquisition of ENRC Logistics LLP in 2004

A number of entities within the Logistics Division were acquired during 2004. Therefore, the results
with respect to the Logistics Division are not directly comparable to future years in which operating
results were accounted for the full year.

Acquisition of minority interests in 2006 resulted in an increase in shareholders’ equity of
US$384 million

In 2006, the Group acquired minority interests held by the Kazakh government in a number of
operating subsidiaries. The acquisition was effected through the exchange of the Company’s shares
for the shares in subsidiaries held by the Kazakh government. The Group’s acquisition of the Kazakh
government’s minority interest on 19 December 2006 gave rise to goodwill of US$384 million (see
Notes 2 and 18 to the Combined and Consolidated Financial Statements in Part V of this Prospectus).
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Promissory note agreements amounting to US$1,000 million were created as part of the Group
restructuring

In order to increase leverage within the business and provide all shareholders a pre-Global Offer
distribution, and as part of the legal restructuring undertaken in 2006, a US$1,000 million
promissory note liability was created in favour of ENRC Kazakhstan Holding B.V. and the
Committee. In the absence of any cash proceeds received, this legal creation of a liability was
recorded as a deemed distribution, thereby reducing shareholders’ equity by a corresponding
amount. See Notes 1 and 2 to the Combined and Consolidated Financial Statements in Part V of this
Prospectus for further information concerning these transactions. In the six months ended 30 June
2007, the Company repaid US$500 million of the promissory notes payable to the Company’s
shareholders with proceeds from a draw down on its structured trade finance facility, which the
Group had secured in parallel to the restructuring. In July 2007, the Group repaid an additional
US$250 million of the promissory notes, which was financed through an increase in the structured
trade finance facility and the remaining US$250 million (and outstanding interest) was repaid in
December 2007. See “—Liquidity and Capital Resources—Capital resources—Bank debt” below.

Results of operations

The combined and consolidated financial information for the three years ended 31 December 2006
has been extracted from the audited combined and consolidated financial information presented
in Part V of this Prospectus. Similarly, the interim combined and consolidated financial information
for the six-month periods ended 30 June 2007 and 30 June 2006 has been extracted from the
audited and unaudited interim combined and consolidated financial information presented in
Part V of this Prospectus, respectively.

The following table sets out information about the Group’s results of operations for the periods
indicated:

Year ended 31 December Six months ended 30 June

US$ in millions 2004 2005 2006 2007 2006

unaudited
Revenue . ... ... ... .. .. .. .. .. .. 2,691 2,950 3,256 1,856 1,514
Costofsales .. ..................... (1,017) (1,2406) (1,542) (826) (670)
Gross profit . . ..................... 1,674 1,704 1,714 1,030 844
Distribution costs . . .. ................ (235) (332) (407) (189) (212)
Selling, general and administrative expenses . . (147) (228) (290) (169) (116)
Other operating expenses—net. . . ... ... .. (20) (18) (20) (31) 61)
Operating profit . ................... 1,272 1,126 997 641 455
Analysed as:
Adjusted EBITDA* . . ... ... ... ........ 1,502 1,363 1,256 797 575
Depreciation and amortisation . .......... (230) (237) (253) (136) (120)
Exceptionalitems . . . .. ..... ... ....... — — (6) (20) —
Finance income . ... ... .. .. ... ....... 5 12 24 27 11
Financecosts . . . .. .................. (22) (40) (50) (82) (25)
Profit before incometax .. ............. 1,255 1,098 971 586 441
Income tax expense . .. ... ... ... ..., (233) (321) (285) (198) (120)
Profit for the period . . . . . ... .......... 1,022 777 686 388 321
Profit is attributable to:
Equity shareholders of the Group .. ....... 884 580 550 381 270
Minority interests . . . . ... ... ... ... ... 138 197 136 7 51
In US$
EPS—basicand diluted . ... ............ 0.88 0.58 0.55 0.38 0.27

*  Adjusted EBITDA represents profit before finance income, finance costs, income tax expense and depreciation and
amortisation (including negative goodwill), as further adjusted to add back exceptional items. Exceptional items (costs
incurred in relation to the initial public offering) amounted to US$6 million for 2006 and US$20 million for the six
months ended 30 June 2007.
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The following table sets out selected financial information of the Group by division:

Alumina and Group and Intra-
Ferroalloy Iron Ore  Aluminium Energy Logistics unallocated Group
US$ in millions Division Division Division Division Division items Eliminations Total
Segment Revenue
2004 . ... ... 1,287 883 384 211 57 — (131) 2,691
2005 ... ... 1,377 857 460 205 195 — (144) 2,950
2006 ... ... ... 1,473 829 612 263 277 — (198) 3,256
Six months ended
30 June 2007 . .. .. 917 457 325 157 102 — (102) 1,856
30 June 2006
(unaudited). . . .. 687 402 311 123 83 — (92) 1,514
Adjusted EBITDA
2004 ... ... ... 669 576 186 66 19 (14) — 1,502
2005 . ... ... ... .. 606 479 182 67 47 (18) — 1,363
2006 ... ... ... 547 323 277 77 54 (22) — 1,256
Six months ended
30 June 2007 . . . .. 405 197 132 65 23 (25) — 797
30 June 2006
(unaudited). . . . . 212 151 156 44 26 (14) — 575
Adjusted EBITDA
Margin®
2004 ... ... ... 52.0% 65.2% 48.4% 31.3% 33.3% — — 55.8%
2005 . ... ... ... .. 44.0% 55.9% 39.6% 32.7% 24.1% — —  46.2%
2006 . ... ... 37.1% 39.0% 45.3% 29.3% 19.5% — — 38.6%
Six months ended
30 June 2007 . . . .. 44.2% 43.1% 40.6% 41.4% 22.5% — —  42.9%
30 June 2006
(unaudited). . . .. 30.1% 37.6% 50.2% 35.8% 31.3% — —  38.0%

(1) Adjusted EBITDA Margin represents Adjusted EBITDA as a percentage of revenue.

Six months ended 30 June 2007 compared to six months ended 30 June 2006 (unaudited)
Revenue

The Group. The Group’s revenue increased by US$342.3 million, or 22.6%, from US$1,513.9 million
for the six months ended 30 June 2006 to US$1,856.2 million for the six months ended 30 June 2007.
The Ferroalloy Division accounted for 67.1% of the total revenue increase, which was primarily due
to higher ferroalloys prices resulting from rising demand primarily driven by the rapid growth in
stainless steel production in China and, to a lesser extent, India. In addition, 16.0% of the total
revenue increase was attributable to the Iron Ore Division, primarily due to higher achieved iron
ore prices and volumes following the resolution of the Group’s contractual negotiations with MMK
in April 2007.

The Ferroalloy Division. The Ferroalloy Division’s revenue increased by US$229.6 million, or
33.4%, from US$687.1 million for the six months ended 30 June 2006 to US$916.7 million for the
six months ended 30 June 2007. This increase was primarily due to higher achieved ferroalloy prices,
which increased by US$190.0 per tonne, or 20.9%, from US$910.6 per tonne for the six months
ended 30 June 2006 to US$1,100.6 per tonne for the six months ended 30 June 2007, and higher
achieved chrome ore prices, which increased by US$59.2 per tonne, or 39.3%, from US$150.8 per
tonne for the six months ended 30 June 2006 to US$210.0 per tonne for the six months ended
30 June 2007. Price increases across all of the division’s product lines led to a US$165.9 million
increase in revenue. In addition, an 8% increase in ferroalloy sales volumes, slightly offset by a 1.9%
decline in chrome ore sales volumes, accounted for an increase of US$40.7 million in revenue. The
balance of the increase was attributable to an increase in sales of other products.

The Iron Ore Division. The Iron Ore Division’s revenue increased by US$54.6 million, or 13.6%,
from US$402.0 million for the six months ended 30 June 2006 to US$456.6 million for the six months
ended 30 June 2007. This increase was primarily due to a US$7.4 per tonne, or 21.3%, rise in
achieved iron ore concentrate prices, from US$34.9 per tonne for the six months ended 30 June
2006 to US$42.3 per tonne for the six months ended 30 June 2007, and a rise in achieved iron ore
pellet prices of US$9.9 per tonne, or 17.6%, from US$56.3 per tonne for the six months ended
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30 June 2006 to US$66.2 per tonne for the six months ended 30 June 2007. These increases in
achieved prices combined to account for a rise of US$72.3 million in revenue. The increase in
achieved iron ore prices resulted from the resolution of the Group'’s contractual negotiations with
MMK and the resulting ten-year supply agreement with MMK, which took effect for the last
three months of the period and under which the price of iron ore sold to MMK is determined by
reference to published world price indices. The price increase was partially offset by a 1.9% decline
in volumes, resulting in a US$23.1 million revenue decline.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s revenue increased
by US$19.1 million, or 6.3%, from US$304.9 million for the six months ended 30 June 2006 to
US$324.0 million for the six months ended 30 June 2007. Volumes of alumina produced and sold
were stable over this period (the price of alumina is determined by reference to the LME price for
aluminium). The increase in revenue resulted primarily from an increase in the volume of sales of
surplus electricity and heat energy produced by the Alumina and Aluminium Division’s power
station, which is independent of the Energy Division, increased sales of by-products, an increase in
energy prices and changes in weather conditions over the respective periods. The achieved price of
alumina increased by US$4.9 per tonne, or 1.3%, from US$390.3 per tonne for the six months ended
30 June 2006 to US$395.2 per tonne for the six months ended 30 June 2007. The Alumina and
Aluminium Division’s sales to other Group divisions declined by US$4.6 million, or 86.8%, from
US$5.3 million for the six months ended 30 June 2006 to US$0.7 million for the six months ended
30 June 2007.

The Energy Division. The Energy Division’s revenue increased by US$18.4 million, or 24.5%, from
US$75.1 million for the six months ended 30 June 2006 to US$93.5 million for the six months ended
30 June 2007. This increase was primarily due to a US$16.4 million increase in revenue from sales of
electricity to third parties, driven by a 4.0% increase in the volume of electricity sold and a 47.8%
increase in the average electricity tariff. The revenue from coal sales increased by US$0.9 million,
which was attributable to a 17.9% increase in the average price of coal, principally due to an
increase in the price of coal driven by exports. This increase was offset by a 3.0% decline in the
shipment of coal to third parties. The Energy Division’s sales to other Group divisions increased by
US$16.0 million, or 33.1%, from US$48.3 million for the six months ended 30 June 2006 to
US$64.3 million for the six months ended 30 June 2007.

The Logistics Division. The Logistics Division’s revenue increased by US$20.5 million, or 45.7%,
from US$44.9 million for the six months ended 30 June 2006 to US$65.4 million for the six months
ended 30 June 2007. This increase was driven primarily by an increase in new repair and
construction work commissioned by the Kazakhstan state railroad monopoly. The Logistics
Division’s sales to other Group divisions declined by US$0.9 million, or 2.4%, from US$37.5 million
for the six months ended 30 June 2006 to US$36.6 million for the six months ended 30 June 2007.

Cost of Sales

The Group. The Group’s cost of sales increased by US$156.1 million, or 23.3%, from
US$670.0 million for the six months ended 30 June 2006 to US$826.1 million for the six months
ended 30 June 2007. This increase was largely attributable to the Alumina and Aluminium Division,
which accounted for 24.5% of the total increase in the cost of sales, primarily due to the rise of
payroll expenses and costs of materials. The Ferroalloy Division accounted for 26.6% of the total
increase in the cost of sales primarily due to higher ferroalloy sales volumes combined with an
increase in payroll and materials expenses. The Iron Ore Division accounted for 21.7% of the total
increase in the cost of sales primarily due to higher volumes of iron ore sales following resolution of
the Group’s contractual negotiations with MMK in April 2007. Growth in the Logistics Division’s cost
of sales, primarily due to expenses associated with new railway repair and construction work
commissioned by the Kazakhstan state railroad monopoly, accounted for 16.0% of the total
increase in cost of sales. Exchange rate fluctuations accounted for an increase of US$24.0 million in
cost of sales.

The Ferroalloy Division. The Ferroalloy Division’s cost of sales increased by US$41.6 million, or
12.8%, from US$326.2 million for the six months ended 30 June 2006 to US$367.8 million for the
six months ended 30 June 2007. Of this increase, US$11.3 million were due to an increase in volumes
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and US$30.3 million due to an increase in per tonne costs. On a per tonne basis, cost of sales
increased by US$24.9 per tonne, or 9.0%, from US$277.1 per tonne for the six months ended
30 June 2006 to US$302.0 per tonne for the six months ended 30 June 2007. This increase was
primarily driven by a US$10.6 per tonne increase in payroll expenses, a US$29.4 per tonne rise in the
cost of materials used in production and a US$3.2 per tonne increase in sales commissions. In
addition, an increase in royalty costs paid by the Ferroalloy Division to the Republic of Kazakhstan,
which are determined on either a flat rate or a sliding scale as a percentage of the volume of the
extracted resource, resulted in a further increase of US$2.8 per tonne. The increase in the cost of
sales was partly offset by a US$2.6 per tonne reduction in insurance costs. Exchange rate
fluctuations accounted for an increase of US$10.5 million in cost of sales.

The Iron Ore Division. The Iron Ore Division’s cost of sales increased by US$33.8 million, or 20.4%,
from US$165.7 million for the six months ended 30 June 2006 to US$199.5 million for the six months
ended 30 June 2007. Of this increase, U5$36.9 million were due to an increase in per tonne costs,
partially offset by a US$3.1 million reduction in costs due to a decline in volumes sold. On a per
tonne basis, cost of sales increased by US$4.7 per tonne, or 22.7%, from US$20.6 per tonne for the
six months ended 30 June 2006 to US$25.2 per tonne for the six months ended 30 June 2007. This
increase was primarily driven by a US$1.1 per tonne increase in power and fuel expenses and a
US$1.5 per tonne rise in the cost of materials used in production. In addition, an increase in payroll
expenses resulted in a further increase of US$1.4 per tonne. Exchange rate fluctuations accounted
for an increase of US$6.2 million in cost of sales.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s cost of sales
increased by US$33.7 million, or 23.6%, from US$143.0 million for the six months ended 30 June
2006 to US$176.7 million for the six months ended 30 June 2007. Of this increase, US$36.5 million
were due to an increase in per tonne costs, partially offset by a US$2.8 million reduction in costs due
to areduction in volumes sold. On a per tonne basis, cost of sales increased by US$48.7 per tonne, or
26.1%, from US$186.7 per tonne for the six months ended 30 June 2006 to US$235.3 per tonne for
the six months ended 30 June 2007. This increase was primarily due to an increase in the prices paid
for raw materials of US$28.2 per tonne, an increase in payroll expenses of US$15.3 per tonne, an
increase of US$6.2 per tonne due to changes in inventory and amortisation of US$4.0 per tonne.
Exchange rate fluctuations accounted for an increase of US$5.5 million in cost of sales.

The Energy Division. The Energy Division’s cost of sales increased by US$8.9 million, or 12.3%,
from US$72.3 million for the six months ended 30 June 2006 to US$81.2 million for the six months
ended 30 June 2007. This increase was primarily due to increased payroll expenses, royalty costs
paid to the Republic of Kazakhstan and maintenance and repair costs. Exchange rate fluctuations
accounted for an increase of US$2.4 million in cost of sales.

The Logistics Division. The Logistics Division’s cost of sales increased by US$23.9 million, or 43.9%,
from US$54.5 million for the six months ended 30 June 2006 to US$78.4 million for the six months
ended 30 June 2007. This increase was primarily due to labour and material costs associated with
new railway repair and construction work commissioned by the Kazakhstan state railroad
monopoly. Exchange rate fluctuations accounted for an increase of US$2.4 million in cost of sales.

Expenses
Distribution Costs

The Group. The Group’s distribution costs declined by US$22.6 million, or 10.7%, from
US$211.8 million for the six months ended 30 June 2006 to US$189.2 million for the six months
ended 30 June 2007. This decline was principally due to a decline in distribution costs in the Iron Ore
Division, which resulted from a greater proportion of iron ore sales being made to MMK in Russia
instead of sales to more distant customers in China. This was partially offset by increased
distribution costs in the Ferroalloy Division due to higher per tonne transportation and related
costs, and in the Alumina and Aluminium Division due to rising sales to Chinese customers.
Exchange rate fluctuations accounted for an increase of US$4.3 million in distribution costs.

The Ferroalloy Division. The Ferroalloy Division’s distribution costs increased by US$13.8 million,
or 12.9%, from US$106.8 million for the six months ended 30 June 2006 to US$120.6 million for the
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six months ended 30 June 2007. Of this increase, US$3.7 million were due to an increase in volumes
and US$10.1 million due to an increase in per tonne costs. On a per tonne basis, distribution costs
increased by US$8.3 per tonne, or 9.2%, from US$90.7 per tonne for the six months ended 30 June
2006 to US$99.0 per tonne for the six months ended 30 June 2007. This increase was primarily driven
by an increase of US$7.4 per tonne in transportation and related costs principally relating to a rise in
Kazakh railroad tariffs. In addition, there was an increase of US$0.8 per tonne in insurance costs.
Exchange rate fluctuations accounted for an increase of US$2.1 million in distribution costs.

The Iron Ore Division. The Iron Ore Division’s distribution costs declined by US$20.5 million, or
29.2%, from US$70.1 million for the six months ended 30 June 2006 to US$49.6 million for the
six months ended 30 June 2007. Of this decline, US$19.0 million were due to a decline in per tonne
costs and US$1.3 million due to a decline in volumes. On a per tonne basis, distribution costs
declined by US$2.4 per tonne, or 27.6%, from US$8.7 per tonne for the six months ended 30 June
2006 to US$6.3 per tonne for the six months ended 30 June 2007. This decline primarily resulted
from the resumption of sales volumes to MMK and the attendant reduction in sales to more distant
customers in China. Transportation costs per tonne are significantly higher for deliveries to China
compared to deliveries to MMK, which is located only approximately 300 km from the SSGPO
processing plant. Exchange rate fluctuations increased distribution costs by US$1.5 million.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s distribution costs
increased by US$2.8 million, or 17.6%, from US$15.9 million for the six months ended 30 June 2006
to US$18.7 million for the six months ended 30 June 2007. Of this increase, US$3.0 million were due
to an increase in per tonne costs, partially offset by a US$0.3 million decline in volumes. On a per
tonne basis, distribution costs increased by US$4.0 per tonne, or 19.2%, from US$20.8 per tonne for
the six months ended 30 June 2006 to US$24.8 per tonne for the six months ended 30 June 2007.
This increase was principally driven by an increase in transportation costs due to higher railroad
tariffs imposed by the Kazakh state railroad monopoly, which increased distribution costs by US$7.6
per tonne, partially offset by US$2.7 per tonne lower insurance costs. Exchange rate fluctuations
accounted for an increase of US$0.6 million in distribution costs.

The Energy Division. The Energy Division’s distribution costs increased by US$2.9 million, or
15.9%, from US$18.2 million for the six months ended 30 June 2006 to US$21.1 million for the
six months ended 30 June 2007. This increase was primarily due to an increase in transportation
costs due to higher railroad tariffs imposed by the Kazakh state railroad monopoly. Exchange rate
fluctuations accounted for an increase of US$0.2 million in distribution costs.

The Logistics Division. The Logistics Division’s distribution costs were immaterial.

Selling, General and Administrative Expenses

The Group. The Group's selling, general and administrative expenses increased by US$53.4 million,
or 46.1%, from US$115.9 million for the six months ended 30 June 2006 to US$169.3 million for the
six months ended 30 June 2007. Group level selling, general and administrative expenses were
US$12.8 million and US$41.9 million for the six months ended 30 June 2006 and 30 June 2007,
respectively. This increase was primarily due to expenses resulting from external consulting costs
principally relating to the Global Offer, and accounted for 54.5% of the total increase. Rising payroll
and related expenses in the Iron Ore Division accounted for an additional 25.3% of the total
increase in selling, general and administrative expenses. Exchange rate fluctuations accounted for
an increase of US$3.6 million in selling, general and administrative expenses.

The Ferroalloy Division. The Ferroalloy Division’s selling, general and administrative expenses
increased by US$1.1 million, or 2.5%, from US$44.1 million for the six months ended 30 June 2006 to
US$45.2 million for the six months ended 30 June 2007. This increase was primarily due to an
increase in expenses resulting from external consulting costs and an increase in payroll expenses.
Exchange rate fluctuations accounted for an increase of US$1.3 million in selling, general and
administrative expenses.
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The Iron Ore Division. The Iron Ore Division’s selling, general and administrative expenses
increased by US$13.5 million, or 55.5%, from US$24.3 million for the six months ended 30 June 2006
to US$37.8 million for the six months ended 30 June 2007. This increase was primarily due to an
increase in payroll and other expenses. Exchange rate fluctuations accounted for an increase of
US$1.1 million in selling, general and administrative expenses.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s selling, general and
administrative expenses increased by US$5.5 million, or 33.1%, from US$16.6 million for the
six months ended 30 June 2006 to US$22.1 million for the six months ended 30 June 2007. This
increase was primarily due to an increase in payroll expenses. Exchange rate fluctuations accounted
for an increase of US$0.6 million in selling, general and administrative expenses.

The Energy Division. The Energy Division’s selling, general and administrative expenses increased
marginally by US$0.2 million, or 2.3%, from US$8.8 million for the six months ended 30 June 2006 to
US$9.0 million for the six months ended 30 June 2007. There were no material changes to note.
Exchange rate fluctuations accounted for an increase of US$0.3 million in selling, general and
administrative expenses.

The Logistics Division. The Logistics Division's selling, general and administrative expenses
increased by US$4.1 million, or 44.1%, from US$9.3 million for the six months ended 30 June 2006 to
US$13.4 million for the six months ended 30 June 2007. This increase was primarily due to an
increase in payroll expenses. Exchange rate fluctuations accounted for an increase of US$0.4 million
in selling, general and administrative expenses.

Operating Profit

The Group. The Group’s operating profit increased by US$185.6 million, or 40.8%, from
US$454.8 million for the six months ended 30 June 2006 to US$640.4 million for the six months
ended 30 June 2007. The Ferroalloy Division accounted for US$189.1 million of the total growth in
operating profit primarily due to higher ferroalloy prices and increased sales volumes. The Iron Ore
Division accounted for 20.9% of the total growth in operating profit helped by the resolution of the
Group's contractual negotiations with MMK. This growth was partially offset by increased
production costs that resulted in a decline in the operating profit of the Alumina and Aluminium
Division, which accounted for a decrease of 14.5% in the total growth in operating profit. An
increase in Group level expenses of US$31.4 million further offset the total growth in operating
profit. Exchange rate fluctuations accounted for a decline of US$29.0 million in operating profit.

The Ferroalloy Division. The Ferroalloy Division’s operating profit increased by US$189.1 million,
or 107.3%, from US$176.2 million for the six months ended 30 June 2006 to US$365.3 million for the
six months ended 30 June 2007. This increase was principally driven by increased ferroalloy prices
and volumes of products sold by the Ferroalloy Division. Exchange rate fluctuations accounted for a
decline of US$12.7 million in operating profit.

The Iron Ore Division. The Iron Ore Division’s operating profit increased by US$38.7 million, or
33.7%, from US$114.9 million for the six months ended 30 June 2006 to US$153.6 million for the
six months ended 30 June 2007. This increase was primarily due to an increase in achieved prices for
iron ore sold, mainly to MMK, partly offset by an increase in the cost of sales. Exchange rate
fluctuations accounted for a decline of US$7.8 million in operating profit.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s operating profit
declined by US$27.0 million, or 20.5%, from US$131.7 million for the six months ended 30 June 2006
to US$104.7 million for the six months ended 30 June 2007. This decline was principally attributable
to an increase in production costs, which was partially offset by other income from the sales of
surplus electricity and heat energy. Exchange rate fluctuations accounted for a decline of
US$9.7 million in operating profit.

The Energy Division. The Energy Division's operating profit increased by US$20.0 million, or
77.2%, from US$25.9 million for the six months ended 30 June 2006 to US$45.9 million for the
six months ended 30 June 2007. This increase was primarily due to increasing revenue from coal and
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electricity sales. Exchange rate fluctuations accounted for an increase of US$0.6 million in operating
profit.

The Logistics Division. The Logistics Division’s operating profit declined by US$5.6 million, or
27.3%, from US$20.5 million for the six months ended 30 June 2006 to US$14.9 million for the
six months ended 30 June 2007. Exchange rate fluctuations accounted for a decline of
US$0.5 million in operating profit.

Foreign exchange analysis

In order to illustrate performance and facilitate an understanding of the underlying changes in the
period, the following table sets out selected financial information of the Group by division for the
six-month periods ended 30 June 2007 and 30 June 2006 (unaudited) assuming constant exchange
rates. This represents growth calculated as if the exchange rates used to translate the results of
operations from the functional currency to the presentation currency in US Dollars had remained
unchanged from those used in the previous period. Such amounts are shown as ‘FX neutralised’ in
the table below.

Alumina and
Ferroalloy Iron Ore Aluminium Energy Logistics
Division Division Division Division Division Group Consolidated

In millions of US$
Operating profit

6 months 2006 (unaudited) . . 176 115 132 26 20 (14) 455
6 months 2007 .. ........ 366 154 105 46 15 (45) 641
6 months 2007, FX neutralised 379 161 115 45 14 (45) 669
FX impact ............. (13) (7) (10) 1 1 — (28)
Adjusted EBITDA

6 months 2006 (unaudited) . . 212 151 156 44 26 (14) 575
6 months 2007 .. ........ 405 197 132 65 23 (25) 797
6 months 2007, FX neutralised 417 203 141 64 22 (25) 822
FXimpact ............. (12) (6) (9) 1 1 — (25)

Year ended 31 December 2006 compared to year ended 31 December 2005
Revenue

The Group. The Group’s revenue increased by US$306.6 million, or 10.4%, from US$2,950.0 million
for the year ended 31 December 2005 to US$3,256.6 million for the year ended 31 December 2006.
The Alumina and Aluminium Division accounted for 50.3% of the total revenue growth primarily
due to rising alumina prices. In addition, the Ferroalloy Division accounted for 31.3% of the total
revenue growth primarily due to increasing sales of ferroalloys. A shift in the Logistics Division’s
product mix, particularly from current to capital repairs, led the Logistics Division to account for
17.1% of the total revenue growth. Partially offsetting the total revenue growth was a decline in
achieved iron ore prices due to the Group’s contractual negotiations with MMK.

The Ferroalloy Division. The Ferroalloy Division’s revenue increased by US$96.1 million, or 7.0%,
from US$1,377.0 million for the year ended 31 December 2005 to US$1,473.1 million for the year
ended 31 December 2006. This increase was primarily due to an 8.9% increase in ferroalloy sales and
a 1.3% increase in chrome ore sales, which were principally attributable to stronger exports and
resulted in a US$93.4 million increase in revenue. In addition, achieved chrome ore prices increased
by US$7.3 per tonne, or 4.3%, from US$169.0 per tonne for the year ended 31 December 2005 to
US$176.3 per tonne for the year ended 31 December 2006. These gains were partially offset by a
decline in achieved ferroalloy prices, which declined by US$23.9 per tonne, or 2.4%, from U5$986.0
per tonne for the year ended 31 December 2005 to US$962.1 per tonne for the year ended
31 December 2006. This decline was primarily due to a decline in achieved high-carbon ferrochrome
prices. The balance of the revenue increase was attributable to manganese ore and other sales.

The Iron Ore Division. The Iron Ore Division’s revenue declined by US$28.1 million, or 3.3%, from
US$857.0 million for the year ended 31 December 2005 to US$828.9 million for the year ended
31 December 2006. This decline was primarily due to a US$14.8 per tonne, or 29.1%, decrease in
achieved iron ore concentrate prices, from US$51.0 per tonne for the year ended 31 December 2005
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to US$36.2 per tonne for the year ended 31 December 2006, and a decline in achieved iron ore
pellet prices of US$24.1 per tonne, or 29.3%, from US$82.4 per tonne for the year ended
31 December 2005 to US$58.3 per tonne for the year ended 31 December 2006. These decreases in
achieved prices combined to account for a decline of US$324.0 million in revenue. This decrease was
largely offset by a 4.3 million tonne, or 37.0%, increase in total shipments of iron ore concentrate
and pellets to customers in Russia (including MMK) and China, raising revenue by U$$279.0 million.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s revenue increased
by US$154.3 million, or 34.4%, from US$448.0 million for the year ended 31 December 2005 to
US$602.3 million for the year ended 31 December 2006. This increase was primarily due to a US$93.8
per tonne, or 32.2%, increase in average achieved alumina prices, from US$291.0 per tonne for the
year ended 31 December 2005 to US$384.8 per tonne for the year ended 31 December 2006, which
accounted for US$141.4 million of revenue increase. Alumina prices are typically determined by
reference to the LME price for aluminium. The Alumina and Aluminium Division’s sales to other
divisions declined by US$1.8 million, or 15.0%, from US$12.0 million for the year ended
31 December 2005 to US$10.2 million for the year ended 31 December 2006.

The Energy Division. The Energy Division’s revenue increased by US$32.0 million, or 26.2%, from
US$122.0 million for the year ended 31 December 2005 to US$154.0 million for the year ended
31 December 2006. The increase in electricity sales to third parties was attributable to an 18.5%
increase in the volume of electricity sold and a 17.2% increase in the average electricity tariff. The
increase in coal revenue from third parties was attributable to an 9.6% increase in the average price
of coal and 4.8% increase in volume of sales. The increase in the average price of coal was
principally due to an increase in the price of exported coal. The Energy Division’s sales to other
divisions increased by US$26.0 million, or 31.3%, from US$83.0 million for the year ended
31 December 2005 to US$109.0 million for the year ended 31 December 2006.

The Logistics Division. The Logistics Division’s revenue increased by US$52.3 million, or 35.8%,
from US$146.0 million for the year ended 31 December 2005 to US$198.3 million for the year ended
31 December 2006. This increase was partially due to the shift from current repairs to capital repairs,
which, combined with rising volumes, accounted for US$49.6 million of the revenue increase.
Revenue also increased due to an increase in the railroad tariff imposed by the Kazakh state
railroad monopoly, which increased on average by 15% for Group products during this period, of
which a majority was directly passed on to customers. Revenue from third parties principally relate
to repair and construction work commissioned by the Kazakh state railroad monopoly. Most of the
Logistics Division's other revenue relates to freight forwarding services provided to the Group’s
other divisions. The Logistics Division’s sales to other divisions increased by US$30.0 million, or
61.2%, from US$49.0 million for the year ended 31 December 2005 to US$79.0 million for the year
ended 31 December 2006.

Cost of Sales

The Group. The Group’s cost of sales increased by US$295.5 million, or 23.7%, from
US$1,246.0 million for the year ended 31 December 2005 to US$1,541.5 million for the year ended
31 December 2006. The Ferroalloy Division accounted for 41.9% of the total growth in the cost of
sales primarily due to a payroll increase together with increased electricity spending. The Iron Ore
Division accounted for 28.7% of the total growth in the cost of sales primarily due to higher iron ore
sales to MMK that resulted in significant cost increases. While cost-saving measures in the Alumina
and Aluminium Division resulted in a decline in the cost of materials, a payroll increase, combined
with growth in fuel costs, led the Alumina and Aluminium Division to account for 11.5% of the total
growth in cost of sales. Exchange rate fluctuations accounted for an increase of US$72.1 million in
cost of sales.

The Ferroalloy Division. The Ferroalloy Division’s cost of sales increased by US$123.8 million, or
22.9%, from US$539.6 million for the year ended 31 December 2005 to US$663.4 million for the
year ended 31 December 2006. Of this increase, US$28.4 million were due to an increase in volumes
and US$95.5 million due to an increase in per tonne costs. On a per tonne basis, cost of sales
increased by US$40.5 per tonne, or 16.8%, from US$240.6 per tonne for the year ended
31 December 2005 to US$281.1 per tonne for the year ended 31 December 2006. This increase was
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principally due to higher production costs primarily driven by a US$11.9 per tonne increase in
payroll expenses, US$9.9 per tonne increase in power and fuel costs and US$11.4 per tonne increase
in cost of materials. Exchange rate fluctuations accounted for an increase of US$30.3 million in cost
of sales.

The Iron Ore Division. The Iron Ore Division’s cost of sales increased by US$84.8 million, or 30.6%,
from US$277.5 million for the year ended 31 December 2005 to US$362.3 million for the year ended
31 December 2006. Of this increase, US$111.9 million were due to an increase in volumes, which was
offset by US$27.1 million due to lower per tonne costs. On a per tonne basis, cost of sales declined
by US$1.6 per tonne, or 6.8%, from US$23.6 per tonne for the year ended 31 December 2005 to
US$22.0 per tonne for the year ended 31 December 2006. The per tonne decrease was primarily
attributable to the Iron Ore Division’s increased absorption of fixed and semi-variable costs such as
labour, fuel, insurance and depreciation across a higher volume of sales. Exchange rate fluctuations
accounted for an increase of US$18.5 million in cost of sales.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s cost of sales
increased by US$32.3 million, or 11.5%, from US$281.6 million for the year ended 31 December
2005 to US$313.9 million for the year ended 31 December 2006. Of this increase, US$2.0 million
were due to an increase in volumes, and US$30.3 million due to an increase in per tonne costs. On a
per tonne basis, cost of sales increased by US$20.1 per tonne, or 10.7%, from US$188.1 tonne for the
year ended 31 December 2005 to US$208.2 per tonne for the year ended 31 December 2006. This
increase was primarily due to an increase in fixed or semi-variable costs, including a US$8.9, or
27.5%, per tonne increase in payroll expenses, US$9.2 per tonne increase in power and energy
spending and US$5.0 per tonne increase in transportation costs due to higher Kazakh railroad
tariffs. Partially offsetting this increase was an US$8.9 per tonne decline in cost of materials.
Exchange rate fluctuations accounted for an increase of US$16.0 million in cost of sales.

The Energy Division. The Energy Division’s cost of sales increased by US$38.1 million, or 29.5%,
from US$129.3 million for the year ended 31 December 2005 to US$167.4 million for the year ended
31 December 2006. This increase was primarily due to higher payroll and other expenses. Exchange
rate fluctuations accounted for an increase of US$6.2 million in cost of sales.

The Logistics Division. The Logistics Division’s cost of sales increased by US$65.8 million, or 42.7%,
from US$154.0 million for the year ended 31 December 2005 to US$219.8 million for the year ended
31 December 2006. This increase was primarily due to an increase in the volume of railroad repairs
and an increase in prices for materials. Another factor contributing to the increase was a rise in the
railroad tariff imposed by the Kazakh state railroad monopoly, which increased on average 15% for
Group products during this period, of which a majority was directly passed on to customers.
Exchange rate fluctuations accounted for an increase of US$11.2 million in cost of sales.

Expenses
Distribution Costs

The Group. The Group's distribution costs increased by US$75.0 million, or 22.6%, from
US$332.0 million for the year ended 31 December 2005 to US$407.0 million for the year ended
31 December 2006. The Ferroalloy and Iron Ore Divisions together accounted for 84.1% of the total
growth in distribution costs primarily due to higher transportation and insurance expenses
associated with higher volumes sold. In addition, increasing transportation costs due to increased
Kazakh railroad tariffs led the Alumina and Aluminium Division to account for 14.8% of the total
growth in distribution costs. Exchange rate fluctuations accounted for an increase of
US$14.3 million in distribution costs.

The Ferroalloy Division. The Ferroalloy Division’s distribution costs increased by US$29.6 million,
or 16.0%, from US$185.3 million for the year ended 31 December 2005 to US$214.9 million for the
year ended 31 December 2006. Of this increase, US$9.7 million were due to an increase in volumes
and US$19.9 million due to an increase in per tonne costs. On a per tonne basis, distribution costs
increased by US$8.5 per tonne, or 10.3%, from US$82.6 per tonne for the year ended 31 December
2005 to US$91.1 per tonne for the year ended 31 December 2006. This increase was primarily due to
an increase of US$8.3 per tonne in transportation and related costs from Kazakh and foreign
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railroad tariffs. In addition, there was an increase of US$0.6 per tonne in insurance costs. Exchange
rate fluctuations accounted for an increase of US$6.4 million in distribution costs.

The Iron Ore Division. The Iron Ore Division’s distribution costs increased by US$33.5 million, or
31.4%, from US$106.6 million for the year ended 31 December 2005 to US$140.1 million for the
year ended 31 December 2006. This increase was primarily due to an increase in transportation
costs, which were driven by increased Kazakh railroad tariffs. Of this increase, US$43.0 million were
due to an increase in volumes, which was offset by US$9.5 million attributable to a decline in per
tonne costs. On a per tonne basis, distribution costs declined by US$0.6 per tonne, or 6.6%, from
US$9.1 per tonne for the year ended 31 December 2005 to US$8.5 per tonne for the year ended
31 December 2006. Exchange rate fluctuations accounted for an increase of US$6.7 million in
distribution costs.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s distribution costs
increased by US$11.1 million, or 53.7%, from US$20.7 million for the year ended 31 December 2005
to US$31.8 million for the year ended 31 December 2006. Of this increase, US$0.1 million were due
to an increase in volumes and US$11.0 million due to an increase in per tonne costs. On a per tonne
basis, distribution costs increased by US$7.3 per tonne, or 52.9%, from US$13.8 per tonne for the
year ended 31 December 2005 to US$21.1 per tonne for the year ended 31 December 2006. This
increase was primarily due to a rise in transportation costs due to higher railroad tariffs imposed by
the Kazakh state railroad monopoly, which resulted in an increase in distribution costs of
US$2.0 per tonne, and an increase of US$1.6 per tonne in insurance costs. Exchange rate
fluctuations accounted for an increase of US$0.7 million in distribution costs.

The Energy Division. The Energy Division’s distribution costs increased by US$4.3 million, or
15.2%, from US$28.3 million for the year ended 31 December 2005 to US$32.6 million for the year
ended 31 December 2006. This increase was primarily due to an increase in transportation costs,
including a rise in the railroad tariff imposed by the Kazakh state railroad monopoly, which
increased on average approximately 15% during this period, of which a majority was directly
passed on to customers. Exchange rate fluctuations accounted for an increase of US$0.4 million in
distribution costs.

The Logistics Division. The Logistics Division’s distribution costs were immaterial.

Selling, General and Administrative Expenses

The Group. The Group’s selling, general and administrative expenses increased by US$61.9 million,
or 27.1%, from US$228.0 million for the year ended 31 December 2005 to US$289.9 million for the
year ended 31 December 2006. Group level selling, general and administrative expenses were
US$18.0 million and US$29.8 million in the years ended 31 December 2005 and 31 December 2006,
respectively. This increase was primarily due to higher payroll and sponsorship expenses and other
expenses relating to social infrastructure and charitable programmes. Exchange rate fluctuations
accounted for an increase of US$12.0 million in selling, general and administrative expenses.

The Ferroalloy Division. The Ferroalloy Division’s selling, general and administrative expenses
increased by US$15.7 million, or 16.1%, from US$97.5 million for the year ended 31 December 2005
to US$113.2 million for the year ended 31 December 2006. This increase was primarily due to
US$8.4 million of other costs relating to membership fees, a US$5.8 million increase in payroll
expenses, and a US$10.9 million increase in other expenses, which primarily relate to social
infrastructure and charitable programmes, less the release of a US$7.3 million provision for bad
debt. Exchange rate fluctuations accounted for an increase of US$4.7 million in selling, general and
administrative expenses.

The Iron Ore Division. The Iron Ore Division’s selling, general and administrative expenses
increased by US$15.0 million, or 31.2%, from US$48.0 million for the year ended 31 December 2005
to US$63.0 million for the year ended 31 December 2006. This increase included US$6.6 million of
impairment of fixed assets, US$3.0 million of sponsorship expenses and US$2.9 million of other
taxes primarily related to property. Exchange rate fluctuations accounted for an increase of
US$3.2 million in selling, general and administrative expenses.
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The Alumina and Aluminium Division. The Alumina and Aluminium Division's selling, general and
administrative expenses increased by US$10.0 million, or 35.5%, from US$28.1 million for the year
ended 31 December 2005 to US$38.1 million for the year ended 31 December 2006. This increase
was primarily due to a US$4.4 million increase in payroll expenses. Exchange rate fluctuations
accounted for an increase of US$1.9 million in selling, general and administrative expenses.

The Energy Division. The Energy Division’s selling, general and administrative expenses increased
by US$4.0 million, or 23.1%, from US$17.3 million for the year ended 31 December 2005 to
US$21.3 million for the year ended 31 December 2006. This increase was primarily due to increased
payroll expenses, property taxes and corporate charges. Exchange rate fluctuations accounted for
an increase of US$1.1 million in selling, general and administrative expenses.

The Logistics Division. The Logistics Division’s selling, general and administrative expenses
increased by US$3.4 million, or 17.8%, from US$19.1 million for the year ended 31 December 2005
to US$22.5 million for the year ended 31 December 2006. This increase was primarily associated
with an increase in payroll and related expenses. Exchange rate fluctuations accounted for an
increase of US$1.1 million in selling, general and administrative expenses.

Operating Profit

The Group. The Group's operating profit declined by US$128.5 million, or 11.4%, from
US$1,126.0 million for the year ended 31 December 2005 to US$997.5 million for the year ended
31 December 2006. This decline was primarily the result of ongoing contractual negotiations with
MMK, which caused achieved iron ore prices to decline. This decline was partially offset by increases
in alumina prices. Group level expenses decreased operating profit by US$10.0 million. Exchange
rate fluctuations accounted for a decline of US$76.4 million in operating profit.

The Ferroalloy Division. The Ferroalloy Division’s operating profit decreased by US$61.8 million,
or 11.5%, from US$538.0 million for the year ended 31 December 2005 to US$476.2 million for the
year ended 31 December 2006. This decline was primarily due to an increase in distribution costs
that was driven by an increase in transportation costs and an increase in selling, general and
administrative expenses. These increases were partially offset by a decline in net other operating
income expense. Exchange rate fluctuations accounted for a decline of US$38.6 million in operating
profit.

The Iron Ore Division. The Iron Ore Division’s operating profit declined by US$168.7 million, or
40.9%, from US$412.7 million for the year ended 31 December 2005 to US$244.0 million for the
year ended 31 December 2006. This decline was primarily due to a 37.0% decline in the price of iron
ore concentrate and a 48.2% decline in the price of pellets sold to MMK. Exchange rate fluctuations
reduced operating profit by US$25.4 million.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s operating profit
increased by US$94.6 million, or 71.8%, from US$131.7 million for the year ended 31 December
2005 to US$226.3 million for the year ended 31 December 2006. This increase was primarily due to a
32.2% increase in the price of alumina. Exchange rate fluctuations accounted for a decrease of
US$16.4 million in operating profit.

The Energy Division. The Energy Division’s operating profit increased by US$9.8 million, or 31.2%,
from US$31.4 million for the year ended 31 December 2005 to US$41.2 million for the year ended
31 December 2006. This increase was primarily due to increased sales volumes of coal and electricity.
Exchange rate fluctuations accounted for an increase of US$2.0 million in operating profit.

The Logistics Division. The Logistics Division’s operating profit increased by US$7.6 million, or
25.2%, from US$30.2 million for the year ended 31 December 2005 to US$37.8 million for the year
ended 31 December 2006. This increase was primarily due to the increases in revenue of the
transportation and railroad repair businesses. Exchange rate fluctuations accounted for an increase
of US$2.0 million in operating profit.
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Foreign exchange analysis

In order to illustrate performance and facilitate an understanding of the underlying changes in the
period, the following table sets out selected financial information of the Group by division for the
two years ended 31 December 2006 assuming constant exchange rates. This represents growth
calculated as if the exchange rates used to translate the results of operations from the functional
currency to the presentation currency in US Dollars had remained unchanged from those used in
the previous year. Such amounts are shown as ‘FX neutralised’ in the table below.

Alumina and
Ferroalloy Iron Ore Aluminium Energy  Logistics
Division Division Division Division Division Group Consolidated

In millions of US$

Operating profit

12 months 2005 . ........ 538 413 132 31 30 (18) 1,126
12 months 2006 . ........ 476 244 226 41 38 (28) 997
12 months 2006,

FX neutralised . ........ 515 269 243 39 36 (28) 1,074
FX impact ............. (39) (25) 17) 2 2 — (77)
Adjusted EBITDA
12 months 2005 . ........ 606 479 182 67 47 (18) 1,363
12 months 2006 . ........ 547 323 277 77 54 (22) 1,256
12 months 2006,

FX neutralised . ........ 582 344 290 74 52 (22) 1,320
FX impact ............. (35) (21) (13) 3 2 — (64)

Year ended 31 December 2005 compared to year ended 31 December 2004
Revenue

The Group. The Group’s revenue increased by US$259.0 million, or 9.6%, from US$2,691.0 million
for the year ended 31 December 2004 to US$2,950.0 million for the year ended 31 December 2005.
The Logistics Division accounted for 46.7% of the total revenue growth primarily due to the
contribution of a full year of revenue generated by the railway repair companies that the Logistics
Division acquired in the fourth quarter of 2004, compared to only one quarter in 2004. Rising
ferroalloy sales volumes, partially offset by a decline in price movements, led the Ferroalloy Division
to account for 34.7% of the total revenue growth. An increase in the average price of alumina
primarily accounted for the Alumina and Aluminium Division’s 27.8% contribution to the total
revenue growth. The growth in total revenue was partially offset by reduced sales of iron ore due to
reduced shipments to MMK.

The Ferroalloy Division. The Ferroalloy Division’s revenue increased by US$90.0 million, or 7.0%,
from US$1,287.0 million for the year ended 31 December 2004 to US$1,377.0 million for the year
ended 31 December 2005. Of this increase, US$56.5 million was due to a 4.5% increase in sales of
ferroalloys and an 18.9% increase in sales of chrome ore, driven by higher production and
significant increases in demand due to increases in Chinese stainless steel production. In addition, a
US$30.4 per tonne, or 21.9%, increase in achieved chrome ore prices from US$138.7 per tonne for
the year ended 31 December 2004 to US$169.1 per tonne for the year ended 31 December 2005,
slightly offset by a US$25.5 per tonne, or 2.5%, reduction in achieved ferroalloy prices from
US$1,011.4 per tonne for the year ended 31 December 2004 to US$985.9 per tonne for the year
ended 31 December 2005, resulted in a US$21.4 million increase in revenue. The ferroalloy price
decline was mainly caused by a 36.0% decrease in the price of silicomanganese, which had been
selling at higher prices prior to 2005 due to insufficient supply. The balance of the revenue increase
was attributable to the sales of manganese ore.

The Iron Ore Division. The Iron Ore Division’s revenue declined by US$26.0 million, or 2.9%, from
US$883.0 million for the year ended 31 December 2004 to US$857.0 million for the year ended
31 December 2005. An aggressive pricing policy for sales to MMK and higher prices negotiated with
customers in China increased the average achieved price of iron ore concentrate by US$3.7 per
tonne, or 7.8%, from US$47.3 per tonne for the year ended 31 December 2004 to US$51.0 per tonne
for the year ended 31 December 2005 and the average achieved price of iron ore pellets by US$16.9
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per tonne, or 25.8%, from US$65.5 per tonne for the year ended 31 December 2004 to US$82.4 per
tonne for the year ended 31 December 2005, which combined to result in a US$177.2 million
increase in revenue. This increase was more than offset by a 19.1% decline in sales of iron ore that
resulted in a decline in revenue of US$204.4 million. The decline in sales resulted from ongoing
negotiations with MMK that disrupted shipments in 2005, but was partially offset by an increase in
shipments to customers in China.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s revenue increased
by US$72.0 million, or 19.1%, from US$376.0 million for the year ended 31 December 2004 to
US$448.0 million for the year ended 31 December 2005. This increase was primarily due to a US$35.8
per tonne, or 14.0%, increase in average achieved alumina prices, from US$255.2 per tonne for the
year ended 31 December 2004 to US$291.0 per tonne for the year ended 31 December 2005, which
increased revenue by US$53.5 million, and a 3.7% increase in sales of alumina, which increased
revenue by US$13.8 million. The Alumina and Aluminium Division’s sales to other Group divisions
increased by US$4.0 million, or 50.0%, from US$8.0 million for the year ended 31 December 2004 to
US$12.0 million for the year ended 31 December 2005.

The Energy Division. The Energy Division’s revenue increased by US$2.0 million, or 1.7%, from
US$120.0 million for the year ended 31 December 2004 to US$122.0 million for the year ended
31 December 2005. There were no material changes to note. The Energy Division’s sales to other
Group divisions declined by US$8.0 million, or 8.8%, from US$91.0 million for the year ended
31 December 2004 to US$83.0 million for the year ended 31 December 2005.

The Logistics Division. The Logistics Division’s revenue increased by US$121.0 million, or 484.0%,
from US$25.0 million for the year ended 31 December 2004 to US$146.0 million for the year ended
31 December 2005. This increase was primarily driven by the contribution of a full year of revenue
by the railway repair companies that the Logistics Division acquired in the fourth quarter of 2004,
compared to only one quarter in 2004. In addition, revenue from railroad repair businesses
increased due to increased prices and an increase in current and capital repairs and railroad
construction. These businesses also began to directly supply and charge for repair materials and
wagons that were previously provided by the end customers. Other reasons for the Logistics
Division's revenue increase were higher tariffs imposed by the Kazakh state railroad monopoly, of
which a majority was directly passed on to customers, and an increase in transportation volumes.
The Logistics Division’s sales to other Group divisions increased by US$17.0 million, or 53.1%, from
US$32.0 million for the year ended 31 December 2004 to US$49.0 million for the year ended
31 December 2005.

Cost of Sales

The Group. The Group’s cost of sales increased by US$228.7 million, or 22.5%, from
US$1,017.3 million for the year ended 31 December 2004 to US$1,246.0 million for the year ended
31 December 2005. The Logistics Division accounted for 43.4% of the total increase in the cost of
sales primarily due to the contribution of a full year of costs by the railway repair companies that
the Logistics Division acquired in the fourth quarter of 2004, compared to only one quarter in 2004.
A rise in payroll expenses, higher cost of materials and a rise in Kazakh railroad tariffs were also
significant factors contributing to the total increase in the cost of sales. Increases in the cost of sales
in the Ferroalloy and Alumina and Aluminium Divisions accounted for 38.8% and 26.8%,
respectively, of the total increase in the cost of sales. Exchange rate fluctuations accounted for an
increase of US$25.2 million in cost of sales.

The Ferroalloy Division. The Ferroalloy Division’s cost of sales increased by U$$88.8 million, or
19.7%, from US$450.8 million for the year ended 31 December 2004 to US$539.6 million for the
year ended 31 December 2005. Of this increase, US$49.4 million were due to an increase in volumes
and US$39.4 million due to an increase in per tonne costs. On a per tonne basis, cost of sales
increased by US$17.6 per tonne, or 7.9%, from US$223.0 per tonne for the year ended 31 December
2004 to US$240.6 per tonne for the year ended 31 December 2005. This increase was principally due
to higher production costs primarily driven by a US$2.2 per tonne increase in payroll expenses. In
addition, there was an increase of US$4.4 per tonne in sales commissions and a US$1.6 per tonne
increase in royalty costs paid to the Republic of Kazakhstan, which are determined on either a flat
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rate or a sliding scale as a percentage of the volume of the extracted resource. Exchange rate
fluctuations accounted for an increase of US$10.8 million in cost of sales.

The Iron Ore Division. The Iron Ore Division’s cost of sales declined by US$12.1 million, or 4.2%,
from US$289.6 million for the year ended 31 December 2004 to US$277.5 million for the year ended
31 December 2005. Of this decline, US$55.4 million were due to reduced sales volumes, offset
partially by a US$43.2 million increase in per tonne costs. On a per tonne basis, cost of sales
increased by US$3.7 per tonne, or 18.5%, from US$19.9 per tonne for the year ended 31 December
2004 to US$23.6 per tonne for the year ended 31 December 2005. This increase was primarily due to
increased absorption of fixed and semi-variable costs, such as materials costs and depreciation.
Exchange rate fluctuations accounted for an increase of US$6.1 million in cost of sales.

The Alumina and Aluminium Division. The Alumina and Aluminium Division’s cost of sales
increased by US$65.2 million, or 30.1%, from US$216.4 million for the year ended 31 December
2004 to US$281.6 million for the year ended 31 December 2005. Of this increase, US$57.2 million
were due to increased per tonne costs and US$8.1 million due to an increase in volumes. On a per
tonne basis, costs increased by US$38.2 per tonne, or 25.5%, from US$149.9 per tonne for the year
ended 31 December 2004 to US$188.1 per tonne for the year ended 31 December 2005. This
increase was primarily due to increases of US$1.2 per tonne in the cost of raw materials, US$5.5 per
tonne in insurance costs, US$4.3 per tonne in payroll expenses, US$6.3 per tonne in fuel and energy
expenses and US$6.5 per tonne in transportation costs. Exchange rate fluctuations accounted for an
increase of US$6.3 million in cost of sales.

The Energy Division. The Energy Division’s cost of sales declined by US$19.3 million, or 13.0%,
from US$148.6 million for the year ended 31 December 2004 to US$129.3 million for the year ended
31 December 2005. This decline was primarily due to reduced sales volumes and reduced
depreciation. In addition, in 2005 some third-party services and taxes were excluded from cost of
sales, further contributing to the decline. The decline was partially offset by increases in payroll
expenses. Exchange rate fluctuations accounted for an increase of US$1.9 million in cost of sales.

The Logistics Division. The Logistics Division’s cost of sales increased by US$116.4 million, or
309.7%, from US$37.6 million for the year en