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Information for users

On April 3, 2006 the Company changed its name from EuroChem ZAO to EuroChem OAQ due to the
change of a JSC type (hereinafter referred to as “the Company”).

For the purposes of the Annual Report the terms “Company” and “EuroChem Mineral and Chemical
Company” (EuroChem) will be used, collectively referring to the Company and its consolidated subsidiaries and
affiliated enterprises.

The text below contains the following terms designating mineral and chemical products: urea ammonium
nitrate (UAN), monoammonium phosphate (MAP), diammonium phosphate (DAP), sulphoammophos (NP 20:20),
complex fertilizers (NPK), defluorinated phosphate (DFP), and monocalcium phosphate (MCP).
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Dear Sir, dear Madam

Celebrating its fifth anniversary in 2006, EuroChem has completed the consolidation and restructuring of its
production facilities and has entered a new phase of robust long-term development.

The main breakthrough in 2006 was the transition of the Company to strategic management. At the end of the
year, EuroChem’s Board of Directors approved its strategic development plan for 2007-2016. Driven by the strategy
we expect to strengthen significantly our positions in all segments of the fertilizer markets both in Russia and abroad.

During the year under review, the Company increased sales up to USD 1,964 billion and gross output up to
25,691 million tonnes. Output of core products — mineral fertilizers, ammonia and feed phosphates — reached the level
of 2005, i.e. 6 million tonnes (merchant grade products). EuroChem continues to be a strong leader among Russian
agrochemical enterprises and has been able to sustain its position in the global marketplace.

Although the Company generated a net profit of USD 257 million dollars in 20086, this figure was 22 % lower
compared with the previous year due to higher prices for raw materials and energy, and more costly freight and rail
transportation. This challenges EuroChem to focus more on business efficiency and cost cutting.

To this end, the Company launched a cost reduction program in April 2006 aimed at generating additional
economic benefit and preventing increases in raw material prices in order to generate USD 57 million of additional
earnings through a range of measures, such as spinning off loss—making enterprises, saving materials and energy, and
optimizing our human resources, etc. Those efforts were rewarded when we brought two loss—making companies to the
level of profitability — EuroChem—-Belorechenskie Minudobrenia and Phosphorit Industrial Group posted their first—ever
profit.

In 2006 the Company continued its ongoing efforts to improve the quality of its final products, which was
appreciated by our customers and has enabled us to become the primary price maker in the key distribution markets.

In 2006 EuroChem embarked on the implementation of a major and strategically critical project to develop a
potash deposit that would allow EuroChem to become the only company in Russia and fourth in the world to manufacture
all main types of fertilizers.

Efforts to improve the efficiency of sales continued. 85% of products were supplied to key markets in 2006.

Apart from distributing its own products, EuroChem actively traded third—party products through tighter networking with
Russian and Belarus enterprises. The further development of its distribution network in Russia and the CIS allows the
Company not only to generate the highest profits through seasonal sales of fertilizers but also to earn on agrochemical
services.

Last year EuroChem kicked off a high—profile project aimed at both integrating all lines of corporate business and
revolutionizing its business ideology — the deployment of an integrated management system based on ISO and OHSAS
international standards. A fresh corporate culture is geared toward customer satisfaction, and market requirements
should become the basis for the Company’s further development.

The Company succeeded in upgrading its governance system. In April 2006 the leading rating agency Standard
and Poor’s awarded EuroChem a corporate governance rating of 5+ that perfectly corresponds to its lead position among
Russian manufacturing companies; this was followed by a further upgrade to 6+ in April 2007. Thus, EuroChem is among
the top five Russian corporations in terms of corporate governance and the only company whose shares are not listed
on the stock exchange. The Company further progressed the introduction of its full-scale management system based on
the Oracle E-Business Suite integrated information system.

In 2006 the Company continued fulfilling its corporate social responsibility under the principles of the UN Global
Contract and according to international reporting standards. In the year under review EuroChem published its first social
report for the past five years and was the first Russian company to issue a social report covering its entire business
history and all of its core business units.

At present the world market of fertilizers shows a strong long-term growth outlook, primarily in emerging
markets. The industry has entered a phase of global consolidation, leading players are developing their own distribution
networks, agrochemical competence is becoming an underlying factor in sales and marketing. EuroChem's development
strategy incorporates all of these global trends. We are confident that it will allow the Company to maintain its cutting edge

in the world market, pushing forward its sustainable economic growth and promoting the prosperity of its shareholders,

consumers, employees and the community as a whole.

s

Yakov Yoffe

Chairman of the Board of Directors

Dmitry Strezhnev

Chief Executive Officer

A g

EUROCHEM

ward
AN

Annua

2006

Report

www.eurochem.ru




Key Performance Indicators

Key business and financial indicators in 2005-2006

2006 to
2005
Indicator Unit measure 2006 2005 variance, %
1. Gross output 000’ tonnes 25691 25431 1
2. Sales 00O’ tonnes 12 604 13362 -6
\ |y 3. Revenue USD m 1964 1891 4
i ; including Operating revenue UsSDm 1 900 1838 3
AN / 32 Other usbDm 64 53 21
4. Income tax uUsDm 90 104 -13
5. Net profit UsDm 257 330 -22
Gains on disposal of assets USDm
Profit including disposal of assets USDm
Key production indicators over the year under review
Output and shipment Products Gross output, 000’ tonnes Shipment, 000’ tonnes
2006 2005 2006/ 2006 2005 2006/
2005 2005
variance, % variance, %
Annual Armmonia 2591 2658 3 601 610 -1
2 O O 6 Urea 1664 1609 3 1254 1285 -2
Ammonium Nitrate 2120 2314 -8 1360 1618 -16
Report UAN 1075 974 10 1078 987 9
> Methanol 551 511 8 458 419 9
% Mineral fertilizers (ammophos, NP ) 857 886 -3 846 871 -3
§ NPK +NK 402 494 -19 383 500 -23
g Acetic acid 161 167 -4 125 133 -6
% Iron—ore concentrate 5613 5793 -3 4927 5756 -14
Apatite concentrate 2007 1955 3 1998 1959 2
Baddeleyite concentrate 7,38 7,80 -5 8,12 8,04 1
DAP 829 758 9 850 755 13
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Key events in 2006

Lo On January 16, 2006 an extraordinary
shareholders' meeting adopted the new version of
the Company’s Articles of Association.

Key amendments made to the Articles of Associa—
tion:

- type of joint stock company changed from closed to
open;

The meeting approved:

- the Company’s 2005 annual report and annual fi—
nancial statements, including the 2005 income
statement;

- the distribution of 2005 profit: the Company’s net
profit in 2005 totaled RUB 40,074,948,000 and
was appropriated for the payment of share divi—
dends (RUB 2,085,002,400]) in the amount of RUB

- new collective executive body instated — the Man- 30.3318 per share and retained by the Company \ | /
agement Board; (RUB 37,989,945,600). The net retained earnings oy /
- competence of the Board of Directors was widened, of the Company are earmarked to pay remuneration \RY /
the new position of Company Secretary was intro— to members of the Internal Audit Commission and N\ /
duced. members of the Board of Directors;
- the appointment of new members to the Board of
Directors;
Purpose of the Management Board: - the appointment of new members to the Internal Au—
- to implement a principle of drafting collective pro- dit Commission;
posals for the Board of Directors with regard to the _ _
Company’s strategic development: to enable a com— the amount and procedure for payment of ’”e'?‘u'.‘er,
prehensive review of issues, to determine the status ation to members of the Internal Audit Commission ;
of top management; - EuroChem MCC'’s Code of Corporate Conduct;
— to implement a principle of collective decision-mak- - the Company’s auditing firm in 2006 - Pricewater—
ing on key and critical issues of the Company’s day— houseCoopers ZAO.
to—day operations: more unbiased and adequate
decision—-making.
Lo In August the Company started develop—
o EuroCh MG th tional ’ ing the Gremiachinskoye deposit of potash salts. Be—-
urotLhem won the national awar tween now and the end of 2010 the Company plans
“Company of the Year 2005" held by the Business to commission a mining enterprise to prodﬂceyp%tasf Annual
Weekly «Company». The highest ever sector growth i ] i illi
y pany». 1] g g sium chloride with an output of up to 2 million tonnes
rates were witnessed in 2005. of potassium per year which will make EuroChem the
o> Pursuant to a shareholders' resolution in third largest Russian manufacturer of potassium
April 2006 EuroChem Mineral and Chemical Closed chioride and essentially strengthen Russia’s position
Joint Stock Company was converted to an Open Joint in the global production of this product. Report
Stock Company with registration of amendments to The development of the Gremiachinskoye deposit is
the constituent documents. the first greenfield potash project to be implemented >
o Standard & Poor's awarded EuroChem in the CIS and Europe in the last 20 years. c
MCC a corporate governance rating of 5+ < The first corporate social report for 2001- %
o> EuroChemn MCC won the award 2008 2005 «The Key To Success » which corresponds to o
Russian Chemical Industry Elite” “For unique variety of GRI llnterngtll?nall sti):alndards of ?OEPOGS'?E sc,)\?lal_ re- D
global quality benchmarking agrochemical products”. porting and the global contract of the United Nations 2
has been prepared. B3
<& EuroChem purchased a majority share— s

holding (50.13% of the subscribed capital) in Tula
Giprochim OAQO, a major research center for con—
struction design and revamping of chemical compa—
nies. The key goal is cost savings related to the out—
sourcing of design contracts.

Lo On June 27, 2006 the annual general
shareholders’ meeting summed up the Company’s
2005 performance.

Lo In December the TankChem terminal for
transshipping liquid chemical products was opened in
the port Sillamae (Estonia) with a capacity of 1 mil—
lion tonnes per year . The Sillamae—based terminal
will help EuroChem optimize transportation costs
and increase its delivery volumes to the markets of
Northern Europe and South America. It is located
just 25 km away from the Russian—Estonian border
and connected by rail toTallinn and St. Petersburg.
Earlier shipments were mainly channeled through
Finnish ports (Hamina and Kotka).

< EuroChem CEO Dmitry Strezhnev was
awarded the accolade of 2006 Manager of the Year.

Lo On 29 December an extraordinary share—
holders’ meeting approved new versions of the Arti—
cles of Association, Regulations for the Board of Di—
rectors, Regulations for the Management Board and
Regulations for the Chief Executive Officer.

2 g -
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EuroChem is the
biggest urea exporter
to Latin America

with a market share

A%

Sales of premium
ammonium nitrate

to the Brazilian market
doubled in 2006 due to
EuroChem's
preferential duty—free
access to the market.
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Corporate governance

Management Board

Companies with a complex model of busi—
ness activities face challenges that require the in—
volvement of a multi-disciplinary group of experts.
Enhanced professional skills and deeper special—
ization necessitate collective decision—making. To
reduce uncertainty and the risk of errors, and to
increase the fairness of management decisions and
the uniform segregation of responsibility of the top
managers, the Board of Directors resolved to cre—
ate a collective executive body — the Management
Board — on January 25, 2006.

The Management Board has the following
primary objectives:

<& comprehensive analysis and preparation of
strategically important decisions to be adopted
by the Board of Directors at the instigation of
the executive bodies;

<& decision-making on the most critical issues of
the Company’'s day-to—day activities; ; coordi—
nation of individual businesses, functional struc—
tural divisions and projects under the Compa—
ny’s uniform strategy and policy.

Pursuant to Clause 1.5 of the Regulations
for the Management Board it is accountable to the
general shareholders’ meeting and the Board of Di-
rectors. In 2006 the Board of Directors regularly
reviewed the reports submitted by the Chairman of
the Management Board on its activities at sched-
uled meetings held in February, March, April, May,
June, July and September. Pursuant to Clause 8.3
of the Regulations for the Management Board the
original minutes of Management Board meetings
must be presented to the Board of Directors within
seven days from the date of issuing the minutes.

On January 25, 2008, the Board of Direc—
tors decided that the Management Board would be
comprised of six individuals, and approved the fol-
lowing appointments to the Management Board:

1] Dmitry Strezhnev —
Chief Executive Officer;

2] Kirill Kravchenko —
Administrative Director;

3] Arthur Markaryan —
Finance and Economy Director;

4] Valery Rogalsky —
Sales Director;

5] Alexander Tugolukov —
Engineering Director;

6] Pavel Yakovlev —
Procurements and Logistics Director.

By recommendation of the Board of Direc—
tors, the Management Board regularly invites the
Director of Internal Audit Service and the General
Business Director and, occasionally, the Directors
of the production subsidiaries to join in discussions

of the agenda for Management Board meetings and
gives them the right to vote.

By decision of the Board of Directors on
April 14,2006, Arthur Markaryan was prematurely
released from his duties as a member of the Man—
agement Board following his resignation as Finance
and Economy Director. By decision of the Board
of Directors on September 27, 2006 Finance and
Economy Director Nikolay Pilipenko was appointed
to the Management Board.

2
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Corporate governance

Resumes of members
of the Management Board:

Dmitry Strezhnev
Chief Executive Officer

See information about D. Strezhnev in the sec—
tion on the Chief Executive Officer.

Pavel Yakovlev
Procurement and Logistics Director

Born in 1968, Pavel Yakovlev graduated from
Urals State University of Economics, School of Indus—
trial Enterprise Management. He started his profes—
sional career in 1887 as a technician at Avtomatika
Scientific-Production Association (Yekaterinburg). In
1997, he was appointed Deputy Director General of
Urals Automobile Works, and the following year was
appointed Commercial Director. During 2000-2001
he held the position of Director General of Urals Tire
Works. In 2001 he was appointed Deputy Direc—
tor General of Ruspromavto and was Chairman of the
Board of the Urals Automobile Works. In August 2003
he was appointed Procurement and Logistics Director
at EuroChem Mineral and Chemical Company.

Does not own either EuroChem securities nor
any interests in its subsidiaries/ affiliated companies.

Is not related to any members of any Euro—
Chem executive/financial and business control bodies.

Valery Rogalsky
Sales Director

Born in 1968, Valery Rogalsky graduated
from Moscow's Power Engineering Institute, Faculty of
Automation and Computer Engineering.

Appointed Commercial Director of V.T.l
Group — a fertilizer production, transport and distribu—
tion holding in 1996, since November 2002 he has held
the position of Director of the Fertilizer Sales Depart—
ment at EuroChem. In January 2004 he was appointed
Sales Director.

Does not own either EuroChem securities nor
any interests in its subsidiaries/ affiliated companies.

Is not related to any members of any Euro—
Chem executive/financial and business control bodies.

Alexander Tugolukov
Engineering Director

Bornin 1962, Alexander Tugolukov graduated
from the Dzerzhinsky—named Dnepropetrovsk Institute
of Chemistry and Technology.

From 1984 to 1994 he worked at Concern
Stirol (Gorlovsk, Ukraine), where he held different po—
sitions from engineer to Deputy Engineering Director.
In 1994 he was appointed Engineering Director of the
Concern. In 2001 he was appointed Chief Vice Presi—
dent for the Technology Development of Concern Stirol.
In October 2002 Alexander became Engineering Di—
rector of EuroChem.

Does not own either EuroChem securities nor
any interests in its subsidiaries/ affiliated companies.

Is not related to any members of any Euro—
Chem executive/financial and business control bodies.

Kirill Kravchenko
Administrative Director

Born in 1876, Kirill Kravchenko graduated
from Lomonosov Moscow State University, Faculty of
Social Sciences, and the United Kingdom's Open Uni—
versity, majoring in Financial Management. A Master
of Social Sciences, he has published several scientific
works and received professional awards. From 1996
to 2000 he worked in the area of human resources
consulting. From 2000 he held the position of Deputy
Director for Human Resources at YUKOS PM. In 2001
he worked (under the auspices of the managers ex—
change program) for Schlumberger Oil Company in
Western Europe and Latin America. In June 2002 he
joined YUKOS EP (oil exploration and production) as
Human Resources Director of Tomskneft. In March
2004 he was appointed Human Resources Director
at YUKOS PM (oil and gas processing, crude oil and oil
products trade). In December 2004 he was appointed
Administrative Director of EuroChem.

Does not own either EuroChem securities nor
any interests in its subsidiaries/ affiliated companies.

Is not related to any members of any Euro—
Chem executive/financial and business control bodies.

Nickolay Pilipenko
Finance and Economy Director

Born in 1965. Graduated from Lomonosov
Moscow State University, Department of Economics,
with a PhD. Has operational experience in Russian and
foreign trade and production companies. Since 1994
and until recently he worked for ABB, one of the world
leaders in the manufacture of power equipment, auto—
mation products and technologies where he held man—
agement positions in different structural divisions of the
Group. In August 2006 he was appointed Finance and
Economy Director of EuroChem.

Does not own either EuroChem securities nor
any interests in its subsidiaries/ affiliated companies.

Is not related to any members of any Euro—
Chem executive/financial and business control bodies.

Information on remuneration and reimburse-
ments to members of the Management Board

Members of the Management Board do not
receive any additional remuneration qua membership.
Their remuneration is related to the discharge of their
functions as the Company’s top managers. The total
amount of remuneration based on Management Board
achievements in 2006 was RUB 203,577,448.68 .
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Corporate governance

Internal control and risk management

The system of internal control and risk man—
agement is an integral part of corporate governance. It
enables the Company to perform efficiently and to pro—
tect the interests of its shareholders and investors.

The system is based on the distribution of
competence among the bodies and persons respon—
sible for the development, approval, application and ef-
ficiency evaluation of internal control procedures:

<& the Company's executive bodies develops the inter—
nal control procedures;

<& the Management Board or a sole executive body
approves the internal control procedures as devel—
oped;

< the Company’s executive bodies applies the internal
control procedures developed by the Company or
stipulated by law;

<& the Internal Audit Service evaluates the efficiency of
the existing internal control system;

<& the Audit Committee of the Board conducts in-
depth analysis and prepares recommendations
with regard to the proper functioning of the internal
control and risk management systems in the Com—
pany.

The key corporate bodies responsible for su-
pervising the Company’s financial and business activi—
ties are the Internal Audit Commission and the Audit
Committee of the Board of Directors. The Internal Au—
dit Service evaluates the efficiency of the internal con—
trol system.

Internal Audit Commission

The primary objective of the Internal Audit
Commission is to track the implementation of deci-
sions adopted by the Company’s executive bodies, and
ensure compliance with current legal requirements of
the Russian Federation and the provisions of internal
documents. The functions and procedure for the In—
ternal Audit Commission’s activities are defined in the
Regulations for the Internal Audit Commission.

2

Internal Audit Commission structure

At the beginning of 2006 the Internal Audit
Commission comprised the following persons:

- Dmitry Godunov,
- Evgeny Dushakov,
- Tatyana Khiliuta,
- Liubov Garina,

- Sergey Voinsky

The annual shareholders’ meeting on June 27,
2006 appointed the following members to the Internal
Audit Commission:

- Dmitry Godunov,

- Evgeny Dushakov,

- Tatyana Khiliuta,

- Dmitry Nemchaninov,

- Sergey Voinsky

By resolution adopted by an extraordinary
shareholders’ meeting, the membership of Dmitry
Nemchaninov and Evgeny Dushakov of the Internal Au—
dit Commission was prematurely terminated.

Current membership of the
Internal Audit Commission:

Dmitry Godunov -

Head of EuroChem'’s Internal

Audit Department

Tatyana Khiliuta -

Senior Auditor of the

EuroChem ’s Internal Audit Department
Sergey Voinsky -

Member of the Internal Audit Commission
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Corporate governance

Internal Audit Service

In its efforts to improve the corporate gover—
nance system of the Company, the Board of Directors
of the Company made the important decision to create
the Internal Audit Service in 2005. The primary objec—
tive of the Internal Audit Service is to render assistance
to the Audit Committee of the Board of Directors and
the Company’s Management through objectively and
independently evaluating the risk management and in—
ternal control systems, and corporate governance.

To ensure the due fairness and independence
of the Internal Audit Service its Head reports function—
ally to the Audit Committee of the Board of Directors
and administratively to a sole executive body of the
Company. A nominee of the Head of the Internal Au-
dit Service is approved by the Audit Committee of the
Board of Directors.

The Internal Audit Service conducts its activi—
ties on the basis of international professional internal
auditing standards. A number of employees of the Ser—
vice holds international qualifications as Chartered Cer—
tified Accountants (Association of Chartered Certified
Accountants, ACCA), Certified Internal Auditors (CIA),
and Certified Information Systems Auditors (CISA).

In 2006 the Internal Audit Service performed
13 scheduled and unscheduled internal audits across all
lines of business of the Company’s entities.

The primary audit objectives were:

< to analyze the efficiency of activities, including
investment;

< to perform ongoing monitoring of compliance with
internal audit recommendations and decisions by
the Company’'s executive bodies adopted on the
basis of findings of previous audits;

< toidentify existing risks and draft recommendations
on their minimization and to improve the risk
management system;

< toanalyze management activities at the subsidiaries
and structural divisions of the Company to ensure
the reliability and functional efficiency of individual
components of the internal control system.

The Company is continuously striving to im—
prove the methodological base of control and internal
audit. In 2006 the internal standard «Planning and
implementation of internal audit projects» was drafted
and approved, the Company’s standardized risk form
was produced for purposes of planning internal audit
projects.
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Corporate governance

Share capital structure

The Company’s authorized capital is divided
into 68,000,000 common shares, each with a par
value of RUB 100.00.

Share Capital Structure (as of December 31,
2006 there were no changes in the shareholders'
structure in 2006)

Shareholders Numbe stake, %
of common shares
held.
MCC Holding Ltd. 67 932 000 99.9%
(Cyprus)
Phosphorit Indus— 68 000
trial Group 0.1%
Total: 68 000 000 100%

>

Andrey Melnichenko and Sergey Popov jointly
are beneficiary owners of 100 % of the shares in MCC
Holding Ltd. (Cyprus) which owns 99.9 % of the autho—
rized capital of EuroChem. At the end of 2006 the Com-—
pany announced that Mr. Melnichenko would become
the sole beneficiary owner upon receipt of approval by
the necessary state authorities in Russia and abroad.
Andrey Melnichenko and Sergey Popov are Russian
residents.
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Corporate governance

Dividend policy

The Company’s Dividend policy was approved
by the Board of Directors on April 2, 20086.

After reviewing the results for 2005 and Q1
2006, the annual shareholders’ meeting held on June
27, 2006 adopted a resolution to pay share divi—
dends for the 2005 financial year in an amount of RUB
30.6618 per share and for 182006 in an amount of
RUB 10.2205 per share. The shareholders’ meeting
held on August 29, 2006 adopted a resolution to pay
share dividends for THY 2006 in an amount of RUB
20.1005 per share in consideration of those already
paid for Q1. The shareholders’ meeting held on De-
cember 18, 2006 adopted a resolution to pay share
dividends for SM2006 in an amount of RUB 29.9805
per share in consideration of those already paid for 1THY
2006.

The Company’s dividend policy states and es—
tablishes the principles by which the Board of Directors
is guided when drafting recommendations to a share—
holders’ meeting with regard to the payment of share
dividends and the amount of dividend to be paid. When
drafting recommendations on the amount of dividend
to be paid, the Board of Directors includes the develop—
ment strategy set forth in business plans and cash flow
projections in its considerations.

Pursuant to the approved dividend policy, the
Board of Directors determines the amount of dividends
to be paid based on the financial accounts prepared ac—
cording to RAS for a relevant period. When determining
the amount of interim dividends to be paid, the Board of
Directors includes information from the management
accounts and reports prepared according to IFRS (us—
ing the figures for the current reporting period if avail—
able, otherwise the figures for the previous reporting
period] in its considerations.

When determining the amount of dividends to
be paid for a year, the Board of Directors’ recommen-—
dation takes account of paid interim dividends for the
previous reporting periods of a year (@1, THY, M3] to
the extent that the total dividends paid in any one year
is no less than 30 (thirty) percent of the net profit for
a relevant year, calculated in accordance with interna—
tional financial reporting standards.

Dividends are paid in cash based on the re—
sults of @1, THY, M9 and a year in the currency of the
Russian Federation.

Funds appropriated for dividend payments to
shareholders are transferred not later than 30 days
after the resolution to pay dividends is adopted by the
shareholders’ meeting.

The Company’s dividend policy and information
on the amount of dividends payable (aggregate amount
and dividend per share) are published in line with the ap—
proved Information policy, which includes publication on
the Company’s website.

On February 26, 2007 the Board of Directors
approved a new version of the dividend policy excluding
the payment threshold for dividends in any one year in
the amount of not less than 30 % of the net profit. The
new dividend policy recommends that dividends be paid
subject to the current financial condition of the Com-—
pany and to the extent that any payment of dividends will
not lead to breaches of principle with regard to financial
policy in the long—term.

Financial policy

The Company’s financial policy was approved
by the Board of Directors on December 19, 2008.

The financial policy sets out the principles and
ratios by which the Company is guided when drawing
up plans, budgets, business plans, development plans,
and strategies regarding cash movements and total
debt. The Company also adheres to principles defined
for day—to—day activities.

The ratios established by the financial policy
are benchmark indicators aimed at maintaining the fi-
nancial stability, solvency and liquidity of the Company
during day-to—day operations. Observance of these
principles is tracked on the basis of the quarterly re—
ports prepared in accordance with IFRS, and the Com—
pany’s management reporting.

The Company maintains a minimum level of
funds needed for short-term payments. Such funds
can represent current account balances with banks,
deposits, short-term financial investments and other
instruments which can be classified as cash and cash
equivalents according to IFRS. Such minimum funds
maintained on a daily basis by the Company also include
available lines of credit with or without bank commit—
ments, and the credit limits granted to the Company
and its subsidiaries after deduction of drawdowns.

The Company establishes a necessary mini—
mum level of funds at a level not less than 10 % of the
Company'’s revenues generated over the previous four
reporting periods (quarters).

The Company also tracks its total debt by us—
ing the calculation ratio «Total debt divided by EBITDA».
Such ratio may not exceed 2.5.

The Company tracks its financial burdens in
the form of net financial expenditure by using the cal—
culation ratio “EBITDA divided by net financial expens—
es» which may not be less than 6.

The financial policy and information on com—
pliance with the same are published in line with the
Company’s approved information policy.

On February 26, 2007 the Board of Direc—
tors approved a new version of the Company’s financial
policy to amend the marginal limits for the ratios “Total
debt divided by EBITDA» which must not exceed 1.5,
and «EBITDA divided by net financial expenses» which
may not be less than 10 according to the new version.
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Corporate governance

Information transparency

In 2006 EuroChem continued its adherence
to the principles of information transparency and ob—
servance of high standards in its disclosure of informa—
tion, thus underlining its awareness of the importance
of providing information to build up shareholders’ trust
and to raise its investment appeal.

On May 31, 2006 the Board of Directors
approved the EuroChem Information policy which has
become a fundamental document aimed at regulating
those processes. The policy, designed to respond in full
to the rights of shareholders, investors and other stake—
holders to receive any and all information they need for
investment purposes, defines the rules and procedures
for the disclosure and content of information and for
such documents as are subject to disclosure.

The underlying principles for disclosing infor—
mation are regularity and prompt delivery; availability
for shareholders, investors and other stakeholders; re—
liability and completeness of its content; observance of
a reasonable balance between openness on the part of
the Company and observance of its commercial inter—
ests; and the security of information resources.

The information policy defines EuroChem’s
website (www.eurochem.ru) as the obligatory channel
for the disclosure of information. In addition, the Com-—
pany discloses information by means of publications in
Russian and foreign mass media, including in the form
of interviews and presentations with comments during
public events and in the form of replies to inquiries by
stakeholders.

>

Furthermore, EuroChem regularly publishes
information materials — booklets and newsletters about
the Company (twice a year), and a social report on the
Company’s activities over recent periods (annually since
2008). In 2006 the Company launched the publica—
tion of its quarterly corporate journal «NPK — Nitrogen.
Phosphor. Potassium» which targets a wide range of
stakeholders — partners, clients, potential and existing
investors in the Company. The corporate newspaper
«EuroChem MCC» was initially launched as a monthly
internal communication, but has been appearing twice
monthly now since April 2006; in October 2008, the
Company changed its intranet portal, which offers em-—
ployees 5-10 news items relating to EuroChem and its
Group companies every day, besides any breaking news.
In 20086, when the Company celebrated its S5th anniver—
sary, it published the book «Key to growth», containing
the first chronicles of the Company, covering the history
of both EuroChem and the other Group companies prior
to joining the Group.
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Information about large transactions

List of major and related-party transactions agreed in 2006

In the year under review, EuroChem agreed
4 interrelated transactions which were recognized as
major transactions subject to approval by the Board of
Directors in compliance with the “Federal Law on Joint—
Stock Companies”.

These transactions provided collateral for
funds borrowed by the Company’s subsidiaries:

Contract of Guarantee

Surety: EuroChem, Lender: ING Bank NV, Ben—
eficiary: Nevinnomyssky Azot.

Subject of transaction: EuroChem agrees that
it shall be liable to ING Bank NV for Nevinnomyssky Azot
(the Borrower) in respect of performing obligations un—
der the line of credit agreement signed between Nevin—
nomyssky Azot and ING Bank (Eurasia) in the amount
of USD 50,000,000 plus interest LIBOR +1.2%, and
other mandatory payments.

Duration of contract: during the entire term
of the validity of the credit agreement until full perfor—
mance of its obligations by the Borrower to the Bank.

Contract of Guarantee

Surety: EuroChem, Lender: Mezhdunarodny
Moskovsky Bank, Beneficiary: EuroChem A.M. Ltd.

Subject of transaction: EuroChem agrees that
it shall be liable to Mezhdunarodny Moskovsky Bank for
EuroChem A.M. Ltd. in respect of performing obligations
under the line of credit agreement signed between Euro—
Chem A.M. Ltd and Mezhdunarodny Moskovsky Bank in
the amount of USD 40,000,000 plus interest 3 month
LIBOR +1.9% APR, and other mandatory payments.

Duration of contract: during the entire term of
the validity of the credit agreement.

Contract of Guarantee

Surety: EuroChem, Lender: Mezhdunarodny
Moskovsky Bank, Beneficiaries: NAK Azot, Nevinnomys—
sky Azot, and Kovdorsky GOK.

Subject of transaction: EuroChem agrees that
it shall be liable to Mezhdunarodny Moskovsky Bank for
NAK Azot, Nevinnomyssky Azot, and Kovdorsky GOK
in respect of performing obligations under the line of
credit agreements signed between NAK Azot, Nevinno—
myssky Azot, and Kovdorsky GOK and Mezhdunarodny
Moskovsky Bank in the amount of USD 50,000,000
plus interest 3 month LIBOR +1.7% APR, and other
mandatory payments.

Duration of contract: during the entire term of
the validity of the line of credit agreement.

Contract of Guarantee

Surety: EuroChem, Lender: Mezhdunarodny
Moskovsky Bank, Beneficiary: EuroChem A.M. Ltd.

Subject of transaction: EuroChem jointly with
Eurochem A.M. Ltd (Cyprus) irrevocably undertakes to
pay MMB upon demand any amount payable to MMB
under an agreement of making available a loan to Euro—
chem A.M. Ltd (Cyprus).

The amount of the principle obligation for which
EuroChem undertakes to be liable: USD 40,000,000
(forty million) including LIBOR + 1.9 % APR to be in—-
creased by 2 % APR under the terms of the loan agree—
ment, penalty at the rate of 13.1 % APR, arrangement
fees of USD 80,000, commitment fee at the rate of
0.65 % APR on the non—drawn part of the loan, and
possible charges connected with enforcement of the
obligation.

Term of repayment of the principal obligation:
12 months from the date of signing the loan agreement
and is valid during the term expiring in one year from
the date on which the loan must be fully repaid under
the agreement.

Liability for default under the contract of guar—
antee: for default on its obligations EuroChem must pay
to MMB damages at the rate of 0.1 % of obligations in
default.
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Events after the reporting date

<& The international rating agency Standard and

Poor’s raised EuroChem’s corporate governance
rating to CGR-6 + on the international scale and
CGR-6.5 on the Russian scale. EuroChem now
ranks alongside five other Russian corporations
— corporate governance leaders — and is the only
company whose shares are not listed on the stock
exchange.

<& Kovdorsky GOK won a tender for the right to use

the subsurface for the exploration and production
of deep deposits of magnetite and apatite ores (to
a max. depth of 250-3000m) in the Kovdorsky
magnetite and apatite mine, EuroChem’s basic
source of phosphate raw material.

>

EUROCHEM

< EuroChem issued Eurobonds in the amount of

$300 million with a maturity of 5 years at a rate of
7.875 % APR.

The rating agency Fitch awarded EuroChem a
credit rating of «BB minus» (forecast stable). The
rating reflects EuroChem’s leading position in the
Russian market for fertilizers, its conservative
financial policy and its stable financial position. The
stable forecast means that the agency expects
the global fertilizers sector to develop favorably,
and the Company to maintain its stable position as
borrower, despite expected large investments and
increases in expenditure.



Reference information

Contacts

EuroChem Mineral and Chemical Company Open Joint-Stock Company
(EuroChem)

Location: 115114, Moscow, 4 bld. 1 Kozhevnichesky proezd

Postal address: 115054, Moscow, 53 bld. 6 Dubininskaya str.

tel.: (495) 795-25-27; fax: (495) 795-25-32

e—mail: info@eurochem.ru

\
www.eurochem.ru A\
&/
Public Relations and Communications Department i ;

tel.: (495) 795-25-27; fax: (495) 795-25-32
e—mail: pr@eurochem.ru

Registrar
National Registration Company Closed Joint-Stock Company
(NRC)
121357, Moscow, 6 Veresayeva ul.
tel.: (495) 440-63-45, 440-79-18/20/29, 440-79-30/37; fax: (495) 440-63-55
www.nrcreg.ru
Details of effective license:
Date of issue: September 06, 2002
Number: 10-000-1-00252
Form: serial number O3 - 000397

Term of validity: Infinite. Annual

Issued by the Russian Federal Securities Commission 2 O O 6

Report
Auditor 2
PricewaterhouseCoopers Audit Closed Joint-Stock Company g
(PwC Audit) S
115054 Moscow, 52, bld. 5 Kosmodamianskaya nab. %
Tel.: +7 (495) 967-60-00; fax: +7 (495) 967-60-01 g
www.pwcglobal.com §

Details of the auditor’s license:
Number of license: E 000376
Date of issue: May 20, 2002
Term of validity: May 20, 2007
The licensing body: Russian Federation Finance Ministry
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Annex

List of subsidiaries and affiliated companies at the end of the financial year

Directly controlled by the Company:

Production companies

Location

Shareholder/member
(over 2%)

Stake

Open Joint-stock Company

184140, Murmansk Oblast, Kovdor,

EuroChem MCC

99,54% common shares

Kovdorsky GOK 5 Sukhacheva ALl 77,83% preference shares
99,51% of the authorized company
Open Joint-stock Company 357107, Stavropol Kray, EuroChem MCC 93,70%
Nevinnomyssky Azot Nevinnomyssk-7, 1 Nizyaeva Ul.
Open Joint—stock Company 3016860, Tula Oblast, EuroChem MCC 93,55%
Novomoskovsk Joint-Stock Novomoskovsk, 10 Sviazi Ul.
Company Azot
Open Joint—stock Company 352636, Krasnodar Kray, EuroChem MCC 100%
EuroChem —Belorechenskie Belorechensk
Minudobrenia
Limited Liability Company Industrial 188452, Leningrad Oblast, EuroChem MCC 100%
Group Phosphorit Kingisepp R-n, Promzona
“Phosphorit”
AB «LIFOSA» Yuodkishke 50, LT-5030 Kedaini, EuroChem MCC 91.15%
Lithuania EuroChem A.M. Limited 3.65%
Limited Liability Company 404350, Volgograd Oblast, EuroChem MCC 100%

EuroChem -VolgaKaliy

Kotelnikovo, 7 Lenina Ul.

>
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Annex

Service companies

Name Location Shareholder/member Stake
(over 2%)
EuroChem Trading GmbH Bundesstrasse 5, CH-6301, EuroChem MCC 100%
Zug, Switzerland
EuroChem Trading USA Corp. Island Center 2701 N. Rocky Point Drive EuroChem MCC 100%
Suite 1100 Tampa, FL 33607, USA
EuroChem A.M. Limited Christodoulou Chatzipavlou, 205,
LOULOUPIS COURT, 2nd floor, EuroChem MCC 100%
Flat/Office 201, P.C. 3036, Limassol,
Cyprus
Harvester Shipmanagement Agias Sofias, 94B, P.C. 3066, Limassol, EuroChem MCC 100%
Limited Cyprus
Closed- Joint— Stock Company 65020, Ukraine, Odessa Oblast, M. Harvester 100%
Harvester Ukraine Odessa, 73, 25 Novoselskogo Ul. Shipmanagement Limited
TankChem Aktsiaselts Kannikese 7-2, Tallinn, EuroChem MCC 100%
10613, Estonia
Closed Joint-Stock 138038, Murmansk, 1 EuroChem MCC 85%
Company Agrosfera Nizhne—-Rostinskoe Shosse OAO Murmansk merchant 15%
sea terminal
Limited Liability Company 352800, Krasnodar Kray, EuroChem MCC 100%
Tuapse bulk terminal Tuapsinsky R—n, Tuapse,
10 Gagarina Ul.
Limited Liability Company 188480 Leningrad Oblast, EuroChem MCC 100%
Kingisepp—Remstroyservice Kingisepp R—n, Promzona
Phosphorit
Limited Liability Company 301600 Tula Obl Novomoskovsk, EuroChem MCC 100%
Novomoskovsk—Remstroyservice 10 Sviazi UL
Limited Liability RF, 357107, Stavropolsk Kray, EuroChem MCC 100%
Company Nevinnomyssk Nevinnomyssk, 1 Niazeva
— Remstroyservice
Open Joint—stock RF, 300026, Tula Oblast, EuroChem MCC 50,13%
Company Tulagiprokhim Tula, 1086 Lenina,
Limited Liability Ukraine, 65007, EuroChem MCC 24.9%
Company Khimagro Odessa, 10 Vodoprovodnaya Ul.
Open Joint—stock 352323, Krasnodar Kray, EuroChem MCC 84,16 % common share;
Company Selkhozkhimia Ust-Labinks, 1 S.G. Shaumjana UI. 1 75,3 % of the authorized capital
Limited Liability Company 404350, Volgograd Oblast, EuroChem MCC 100%

EuroChem-Volga

Kotelnikovo, 7 Lenina Ul.
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Annex

Non-core subsidiaries

Name Location Shareholder/member Stake
(over 2%)

Limited Liability Company Murmansk Oblast, Kovdor, EuroChem MCC 100%
Kovdor Torgovy Dom 8 Lenina UL
Limited Liability Company 301600 Tula Obl. Novomoskovsk, EuroChem MCC 100%
Novomoskosky Kombinat 10 Sviazi UL
Pitania
Limited Liability Company RF, Murmansk Oblast, EuroChem MCC 100%
Sanatory Prophilaktory Kovdor, Koshica UL, 16
Kovdorsky
Limited Liability RF, Murmansk Oblast, EuroChem MCC 100%
Company Hotel Uyt Kovdor, Koshica UL, 28
Limited Liability Company RF, Stavropol Kray, EuroChem MCC 100%
Dvorest Kultury Khimikov Nevinnomyssk,

11 Mendeleeva Ul.
Limited Liability RF, Krasnodar Kray, EuroChem MCC 100%
Company Pansionat Khimik Tuapse R—n, Poselok

Novomikhailovsky—2
Limited Liability RF, Stavropol Kray, EuroChem MCC 100%
Company Hotel Zelenaya Nevinnomyssk,

5 Zeleny Per.
Limited Liability RF, Tula Obl. EuroChem MCC 100%
Company Tonus Plius Novomoskovsk,

1 Parkovy 1
Limited Liability RF, Leningrad Oblast, EuroChem MCC 100%
Company Kingisepp
ORS-Phosphorit R-n, Promzona “Phosphorit”
Limited Liability Company RF, Stavropol Kray, EuroChem MCC 100%
Nevinnomyssk-Service Nevinnomyssk,

7 Niziaeva Ul
Limited Liability Company RF, Krasnodar Kray, EuroChem MCC 100%
“Yug-Service” Belorechensk, Khimploshchadka
Limited Liability RF, Murmansk EuroChem MCC 100%
Company Sewing factory Oblast, Kovdor,
Kovdorchanka Sukhacheva UL, 21
Closed-Joint Stock Company RF, Leningrad Oblast, EuroChem MCC 25%

“SKA St.-Petersburg”
(Hockey Club)

St.—Petersburg,
5 Zvenigorodskaya,

2
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