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— August 11,2005

NORILSK NICKEL

Dear Shareholders:

The Board of Directors of Open Joint Stock Company Mining and Metallurgical Company Norilsk Nickel
(“Norilsk™) unanimously decided on August 11, 2005 to propose to sharcholders a reorganization involving
a spin-off by Norilsk of the substantial part of its gold mining assets o 4 newly-formed open joint stock
company (‘;I-’-o_lyus Gold”). We refer to this transaction as the “Spin-off’.
.

The Spin-off is described in the Information Statement that accompanies this letter, The Information
Statement has been prepared to explain the proposed Spin-off, as well as the plan for its implementation, to
holders of Norilsk shares (“Norilsk Shares”) and holders of Noriisk’s American depositary shares (“Norilsk
ADSs™). The Board of Directors of Norilsk proposes to effect the Spin-off in the following manner:

L Polyus Gold will be established in Russia as an open joint stock company.

L] Norilsk will transfer to Polyus Gold all of the shares of Closed Joint Stock Company Gold Mining
CWolus ("“Polus™}, together with a cash contribution in the amount of 10 billion rubles.

L) Effective as at the date of the state registration of Polyus Gold in the Russian Unified Siate Register of
Legal Entities (the “Formation Date™), each holder of record of Norilsk Shares as of January 1, 2006
(the “Organizational Meeting Record Date™) will (a) receive a number of ordinary shares of Polyus
Gold (“Polyus Gold Shares™) equal to the number of Norilsk Shares held by such holder and (b)
continue to own the same number of Norilsk Shares as such holder held immediately preceding the
Formation Date. Holders of Polyus Gold Shares will not be able to sell or otherwise transfer their
Polyus Gold Shares until the date of registration with the Federal Service on Financial Markets of the
Russfan Federation of Polyus Gold’s decision on issuance of shares and report on the results of the
new share issuance (the “Trading Date™), which is expected to be approximately 30 days after the
Formation Date.

L Effective as at the Formation Date, each holder of record of Norilsk ADSs as at the Organizational
Meeting Record Date will (a) be entitled to a number of Polyus Gold Shares equal to the number of
Norilsk ADSs held of record by such holder on the Organizational Meeting Record Date, each of
which, if a Level 1 American depositary receipt program (“Level 1 ADR Program™) is established in
respect of Polyus Gold Shares following the Trading Date, will be converted into one American
depositary share of Polyus Gold (each, a “Polyus Gold ADS™), each of which will represent one
Polyus Gold Share on deposit with CJISC ING Bank (Eurasia), acting as custodian (the “Custodian™),
and {b) continue to own the same number of Norilsk ADSs as such holder held immediately precetding
the Formation Date. Holders of Norilsk ADSs as at the Organizational Meeting Record Date will not
receive Polyus Gold ADSs or be able to sell or otherwise transfer such Polyus Gold ADSs unless and
until a Level | ADR program is established after the Trading Date. The Polyus Gold Shares that
would Ze distributed to Norilsk ADS holders will be held by the Custodian on the account of The
B .= New York, the depositary bank under Norilsk’s ADR facility (the “Depositary™) and, upon

~nstructions received from the Depositary at the time when the Level 1 ADR Program, if any, is
established, will be converted to ADSs and distributed to the holders at such time. If the required

" approvals are not obtained and the Level 1 ADR Program is not established within 90 days of the
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Trading Date, holders of record of Norilsk ADSs will, upon providing to the Depositary, information
regarding their Russian securities account to which the Polyus Gold Shares may be credited, receive
Polyus Gold Shares. Holders of record who fail to provide such account information wi]l not receive
any Polyus Gold Shares, and the Depositary will deliver to such holders the net cash proceeds, if any,
from the sale of any such Polyus Gold Shares.

Polus, together with its subsidiaries, is one of the world’s major gold producers and, in 2004, 'm_l_argg:sl
gold producer in Russia, based on volume of production. It develops and mines hard rock gold and alluvial
gold deposits, and operates gold mining subsidiaries in the Krasnoyarsk, Irkutsk, and Magadan regions of
Russia. Polus also holds a 20% interest in Gold Fields Limited (South Africa), one of the leading gold
producers in the world, with operations in South Africa, Ghana and Australia.

After consummation of the Spin-off, Norilsk will continue to continue to conduct mining, enrichment and
metallurgical activities relating to base metals and platinum group metals, as well as gold, lh;gigh its Polar
Division on the Taimyr Peninsula in Northern Siberia, through its subsidiary Kola ML4#: on the Kola
Peninsula in the North-West Region of Russia and through its subsidiary Stillwater Mining (‘ompany
(Montana, United States).

On September 30, 2005, an extraordinary general meeting of Norilsk sharecholders (the “EGM™) will be held
to approve the Spin-off. All persons who held Norilsk Shares on August 11, 2005 (the “Sharcholder
Meeting Record Date™) are entitled to vote at the EGM by absentee ballot voting. Holders of record of
Norilsk ADSs will be able to deliver voting instructions to the Depositary in accordance with the deposit
agreement relating to the Norilsk ADSs. Approval of the Spin-off requires the affirmativ of at least
75% of the aggregate voting power of the Norilsk Shares represented at the EGM. If the Sﬁiﬁ-off is not
approved at the EGM, the Spin-off will not occur; holders of Norilsk Shares will not receive any Polyus
Gold Shares, holders of Norilsk ADSs will not receive any Polyus Gold Shares or Polyus Gold ADSs and
their respective existing holdings in Norilsk will be unaffected.

Norilsk shareholders entitled to vote at the EGM and who either vote against the Spin-off or do not vote on
the Spin-off proposal may elect to have Norilsk redeem their Norilsk Shares within 45 days of the EGM.
Similar nghts will be provided to holders of Norilsk ADSs through the Depositary. Further information
concerning these redemption rights is provided in the Information Statement that accompaniesthis letter.

The Board of Directors of Norilsk considers the Spin-off to be in the interests of Norilsk and recommends
that shareholders approve the Spin-off.

We are grateful for the loyalty and support of Norilsk shareholders and holders of Norilsk ADSs and look
forward to weicoming you as shareholders of Polyus Gold and holders of Polyus Gold ADSs.

Sincerly,

A

.

S
)

A.A. Klishas
Chairman of the Board of Directors
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Information Statement dated August 11, 2005

N

NORILSK NICKEL
Open Joint Stock Company Mining and Metallurgical Company Norilsk Nickel

This Information Statement relates to a reorganization involving a spin-off (the “Spin-off™) by Open Joint
Stock Company Mining and Metallurgical Company Norilsk Nickel (“Norilsk™ or the “Company” and,
together with its subsidiaries, the “Norilsk Group™) of all of the shares of Closed Joint Stock Company Gold
Mining Company Polus (“Polus,” and, together with its subsidiaries, the “Polus Group”), together with a
cash contribution in the amount of 10 billion rubles (approximately USD 352 million, based on the U.S.
dollar/ruble exchange rate on August 11, 2005) to a newly-formed Russian open joint stock company
(“Polyus Gp{_d”) established by Norilsk and the issuance of shares in Polyus Gold to shareholders of
Norilsk. The group. including all subsidiaries and minority interests, which will be formed in the Spin-off
following the consolidation of the Polus Group under Polyus Gold is referred to in this Information
Statement as the “Polyus Gold Group™.

On September 30, 2005 (the "EGM Date”), an extraordinary general meeting of Norilsk shareholders (the
“EGM™} is scheduled 1o be held to vote on the Spin-off. All persons (other than Norilsk) who held ordinary
shares of Norilsk, each with a par value of RUB 1.00 (gach, a “Norilsk Share” and collectively, the “Norilsk
Shares™), on August 11, 2005 (the “EGM Record Date™) will be entitled to vote at the EGM by absentee
batlot voting. Each holder of Norilsk’s American depositary receipts (the “Norilsk ADRs™), each of which
evidences one Norilsk American Depositary Share (cach, a “Norilsk ADS™), each of which represents one
Norilsk Share, who held Norilsk ADSs on the EGM Record Date will be entitled to deliver voling
tnstructions to The Bank of New York, the depositary bank under Norilsk’'s ADR facility (the
“Depositary”), under the terms of the deposit agreement relating to the Norilsk ADSs (the “Norilsk Deposit
Agreement”). As at August 11, 2005, there were 213,905,884 Norilsk shares, including 12,478,704 shares
held directly by Norilsk as treasury shares, outstanding and 78,103,811 Norilsk ADRs outstanding.
Approval of the Spin-off requires the affirmative vote of at least 75% of the aggregate voling power of the
Norilsk Shares represented at the EGM.

If the Spin-off is approved:

®  An organizational meeting of Polyus Gold (the “Organizational Meeting”) will be held in which each
holder of record of Norilsk Shares and, by delivering instructions to the Depositary, Norilsk ADSs as
at the record date for the Organizational Meeting (the “Organizational Meeting Record Date™) shall be
entitled to participate. The Organizational Meeting Record Date will be January 1, 2006, and the
Organizational Meeting is currently expected to take place on March 3, 2006.

] Polyus Gold will be formed as a new and separate open joint stock company after the Organizational
Meeting on the date of its state registration (the “Formation Date”) in the Russian Unified State
Register of Legal Entities {the “USRLE”). The Formation Date is currently expected to occur in or
around March 2006.

. Effective as at the Formation Date, each holder of Norilsk Shares as at the Organizational Meeting
Record Date will (a) be entitled to a number of ordinary shares in Polyus Gold (each, a “Polyus Gold
Share™) equal to the number of Norilsk Shares held by such holder on the QOrganizational Meeting
Recyr | Date and (b) contigue to own the same number of Norilsk Shares as such holder held
immediately preceding the lﬁmalion Date. Holders of Polvus Gold Shares will not be able to sell or
othenvise transfer their P()!_\"us Gold Shares until the Trading Dare (as defined below).
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° Effective as at the Formation Date, each holder of record of Norilsk ADSs as at the Organizational
Meeting Record Date will (a) be entitled to a number of Polyus Gold Shares equal to the number of
Norilsk ADSs held of record by such holder on the Organizational Meeting Record Date, each of
which, if a Level 1 American depositary receipt program (“Level 1 ADR Program”) is established in
respect of Polyus Gold Shares following the Trading Date, will be converted into one American
Depositary Share of Polyus Gold (each, an “ADS™), each of which will represent one Polyus Gold
Share on deposit with CJSC ING Bank (Eurasia), acting as custodian (the “Custodian™), and (b)
continue to own the same number of Norilsk ADSs as such holder held immediately preceding the
Formation Date. Holders of Norilsk ADSs as at the Organizational Meeting Record Date will not
receive ADSs or be able to sell or otherwise transfer any such ADSs unless and until a Level 1 ADR
progrant is established after the Trading Date.

See “Indicative Timetable”, “The Spin-off” and “The Level | ADR Program”.

If the Spin-off is implemented, following the Organizational Meeting Record Date, trading of the
Norilsk Shares and the Norilsk ADSs will no longer reflect the value of Polyus Gold that will be
registered in the USRLE on the Formation Date.

The Polyus Gold Shares will be distributed to shareholders, other than those who hold Norilsk Shares in the
form of Norilsk ADSs, on the Formation Date. The Polyus Gold Shares that would be distributed to Norilsk
ADS holders will be held by the Custodian on the account of the Depositary and, upon instructions received
from the Depositary at the time when the Level 1 ADR Program, if any, is established, will be converted
into ADSs and distributed to the hotders at such time. See “Summary — The Level 1 ADR Program™. Until
the date of registration with the Federal Service on Financial Markets of the Russian Federation (the
“FSFM”) of Polyus Gold’s decision on issuance of shares and report on the results of the new share
issuance (the “Trading Date”) (which is not expected to occur until approximately 30 days after the
Formation Date), the Polyus Gold Shares may not be sold or otherwise transferred by holders of
Polyus Gold Shares. On the Trading Date, the Polyus Gold Shares are expected to become tradable over-
the-counter in Russia. Trading of Polyus Gold Shares on one or more Russian stock exchanges will be
subject to the approval of the admission and listing of Polyus Gold Shares to the relevant Russian stock
exchange. See “The-Spin-off — Description of the Spin-off™.

As soon as practicable following the Trading Date, Norilsk expects that Polyus Gold will apply for listing
on one or more of the Russian stock exchanges, although there can be no assurance, in any event, that the
Polyus Gold Shares will qualify for such a listing. Norilsk expects that once the listing is obtained, Polyus
Gold will apply to the FSFM for approval to establish the Level | ADR Program and will register its ADSs
on Form F-6 with the United States Securities and Exchange Commission (the *“U.S. SEC”) in connection
with the Level 1 ADR Program, subject to receiving an exemption from the reporting requirements of the
United States Securities Exchange Act of 1934, as amended (the “Exchange Act”), pursuvant to Rule
12g3-2(b) thereunder (“Rule 12g3-2(b)"). Upon this registration becoming effective, it is expected that the
ADSs of Polyus Gold will become tradable over-the-counter in Western Europe and the United States. See
“Summary — Listing and Trading of the Polyus Gold Shares™. “Summary — The Level 1 ADR Program™ and
“Market Information”. The Company plans to consider options available under applicable law to enhance
liquidity for the Polyus Gold Shares between the Organizational Meeting Record Date and the date when
the Level | ADR Program, if any. is established. although there can be no assurance that any such option
will be implemented or that all Norilsk shareholders and ADS holders would be able to participate.

Under Russian law, Norilsk shareholders and Norilsk ADS holders that are entitled to vote at the EGM and
to deliver voting instructions to the Depositary, respectively. and either vote against the Spin-off or do not




vote on the Spin-off proposal may elect to have Norilsk redeem their Norilsk Shares or Norilsk Shares
represented by their Norilsk ADSs, as the case may be, within 45 days of the EGM (the “Redemption
Election Period™) if the Spin-off is approved. See “Summary — Dissenting and Non-Voting Shareholders’
and ADS Holders’ Redemption Rights” and “The Spin-off — Dissenting and Non-Voting Shareholders’ and
ADS Holders’ Redempticon Rights”,

No consideration will be paid to Norilsk or Polyus Gold for the Polyus Gold Shares issued as a consequence
of the Spin-off.

The Polyus Gold Shares have not been and will not be registered under the U.S. Securities Act of
1933, as amended (the “Securities Act”), and may be offered or sold within the United States and may
be sold outside the United States only to certain persons in reliance on an exemption available from
registration under the Securities Act.

Norilsk is furnishing this Information Statement solely to provide information to shareholders of
Norilsk and holders of Norilsk ADSs. This Information Statement is not, and should not be construed
as, an inducement or encouragement to buy or sell any securities of Norilsk or of Polyus Gold.

Neither the FSFM, the U.S. SEC nor any other national, state or local securities commission has
approved or disapproved of the Spin-off or passed upon the accuracy or adequacy of this Information
Statement or any document referred to herein. Any representation to the contrary may be a criminal
offense under U.S. law,




In this Information Statement, references to “rubles” and “RUB” are to the lawful currency for the time
being of the Russian Federation and references to “U.S. dollars” and “USD ” are to the lawful currency for
the time being of the United States.

This Information Statement contains conversions of certain amounts into U.S. dollars at specified rates
solely for the convenience of the reader. Except where otherwise stated, the U.S. dollar amounts have been
translated from the RUB amounts at the rates stated in the financial statements included herein. The ruble
rate for USD 1.00 in the first quarter of 2005 ranged from RUB 27.46 — RUB 28.19, in 2004 ranged from
RUB 27.75 — RUB 29.45, in 2003 the ruble rate ranged from RUB 29.25 — RUB 31.89, and in 2002 the
ruble rate ranged from RUB 30.14 — RUB 31.86. No representation is made that the RUB or U.S. dollar
amounts referred to herein could have been or could be converted into rubles or U.S. dollars, as the case
may be, at these rates, or at any particular rate or at all. See “Exchange Rates™.

ADDITIONAL INFORMATION

It is expected that neither Polyus Gold nor any of its subsidiaries is or will be required to file periodic
reports under Section 13 or 15 of the Exchange Act. Norilsk expects that Polyus Gold will apply for an
exemption from the filing requirements of the Exchange Act pursuant to Rule 12g3-2(b) thereunder and,
upon acceptance of the application, intends to furnish specified documents to the U.S. SEC pursuant to this
rule. These documents consist primarily of financial statements and annual and quarterly reports of Polyus
Gold that are required by Russian law or practice or the FSFM. Pursuant to Rule 12g3-2(b), these
documents are not deemed filed with the U.S. SEC.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION

This Information Statement includes:

L audited consolidated financial statements of the Norilsk Group as at and for the years ended
December 31, 2004, 2003 and 2002 (the “Annual Financial Statements”) prepared in accordance with
International Financial Reporting Standards (“IFRS”), including interpretations issued by the
International Accounting Standards Board (the “IASB™);

] audited consolidated financial statements of the Polus Group as at and for the year ended December
31, 2004 and the audited financial statements of Polus standalone as at and for the year ended
December 31, 2003 prepared in accordance with [FRS;

. unaudited consolidated interim financial statements of the Norilsk Group for the three months ended
March 31, 2005 prepared in accordance with IFRS;

®  unaudited consolidated interim financial statements of the Polus Group for the three months ended
March 31, 2005 prepared in accordance with [FRS;

® pro-forma consclidated balance sheet of the Norilsk Group as at March 31, 2005, December 31, 2004
and March 31, 2004 giving effect to the Spin-off as if it occurred on January 1, 2004 prepared in
accordance with IFRS and pro-forma consolidated income statement of the Norilsk Group for the
three months ended March 31, 2005, the three months ended March 31, 2004 and the year ended
December 31, 2004 giving effect to the Spin-off as if it occurred on January 1, 2004 prepared in
accordance with IFRS;




) separation balance sheet of the Company prepared in accordance with the Norilsk Group’s financial
statements as at June 30, 2005 prepared in accordance with Russian accounting standards (“RAS™)
and giving effect to the Spin-off as if it occurred on June 30, 2005, including a summary of the
significant differences between RAS and IFRS as it applies to the Polus Group; and

® 3 summary of certain differences between U.S. GAAP and IFRS,

The Company’s independent auditors of its [FRS financial statements are CJSC Deloitte & Touche CIS
(“Deloitte & Touche™), independent certified public auditors, located at Business Center Mokhovaya,
4/7 Vozdvizhenka Street, Building 2, Moscow 125009, Russia. The Polus Group’s independent auditors of
its IFRS financial statements are also Deloitte & Touche.

The use of U.S. dollars as a presentation currency in the Annual Financial Statements for periods ended
after December 31, 2002 is not consistent with prior periods, in which the ruble was the Company’s
measurement and presentation currency. In the consolidated annual financial statements as at and for the
year ended December 31, 2002 (as included in the Annual Financial Statements set forth elsewhere in this
Information Statement), the U.S. dollar figures have been presented as a convenience translation from
rubles into U.S. dollars at the closing exchange rate as at December 31, 2002, as quoted by the Central Bank
of the Russian Federation (the “CBR”). which was RUB 31.7844 = USD 1.00.

Certain data presented in this Information Statement have been subject to rounding adjustments.
Accordingly, figures shown for the same category presented in different tables may vary slightly and figures
shown as totals in certain tables may not be an arithmetic aggregation of the figures which precede them.

LIMITATION ON ENFORCEMENT OF CIVIL LIABILITIES

A substantial portion of the directors and executive officers of Norilsk named in this Information Statement
reside in the Russian Federation. A substantial portion of their and Norilsk’s assets are located in the
Russian Federation. It is expected that, foilowing the Spin-off, most of the directors and executive officers
of Polyus Gold will reside in the Russian Federation and that all or a substantial portion of their and Polyus
Gold’s assets will be located in the Russian Federation. As a result, it may not be possible for holders of
Norilsk Shares, Norilsk ADSs, Polyus Gold Shares or, if a Level 1 ADR program is established for Polyus
Gold’s shares, the holders of ADSs to:

L effect service of process outside the Russian Federation upon any of the directors and executive
officers of Norilsk or Polyus Gold, as the case may be; or

® enforce, in the relevant jurisdiction of that holder of Norilsk Shares, Norilsk ADSs, Polyus Gold
Shares or the ADSs, court judgments obtained in courts outside of the Russian Federation, against
Norilsk or Polyus Gold, as the case may be, or any of their respective directors and executive officers
in any action.

Judgments rendered by a court in any jurisdiction outside the Russian Federation will be recognized by
courts in Russia only if an international treaty providing for recognition and enforcement of judgments in
civil cases exists between the Russian Federation and the country where the judgment is rendered or a
federal law is adopted in Russia providing for the recognition and enforcement of foreign court judgments.
No such treaty exists between the United States or the United Kingdom, for example, and the Russian
Federation for the reciprocal enforcement of foreign court judgments and no relevant federal law on
enforcement of foreign court judgments has been adopted in the Russian Federation.




FORWARD-LOOKING STATEMENTS

This Information Staternent contains “forward-looking statements” which relate to, without limitation, the
Norilsk Group’s and Polyus Gold’s plans, objectives, goals, strategies, future operations and performance,
and anticipated developments in the gold mining industry and the Russian and global economies. In
addition, the Norilsk Group and/or Polyus Gold may make forward-looking statements in future filings with
the U.S. SEC or Russian or other securities avthorities or in written materials, press releases and oral
statements issued by or on behalf of them. These forward-looking statements are characterized by words
such as “anticipates”, “estimates”, “expects”, “believes”, “intends”, “plans”, “may”, “will”, “should” and
similar expressions, but these expressions are not the exclusive means of identifying such statements. Such
forward-looking statements involve known and unknown risks, uncertainties and other important factors
that could cause circumstances or the Norilsk Group’s or Polyus Gold’s actual results, performance or
achievements to be materially different from any future circumstances, results, performance or
achievements expressed or implied by such statements. Such forward-looking statements are inherently
based on numerous assumptions regarding, among other things:

* changes in political, social, legal or economic conditions in Russia;
L] international and domestic metal prices;

L inflation, interest rate or exchange rate fluctuations;

] tariffs and other restrictions on the export of metals;

L the costs of energy and transportation;

®  any expansion, divestiture or acquisition plans of the Norilsk Group or Polyus Gold and their ability
to implement those plans, including their ability to benefit from related cost savings and synergies;

L] the impact of the Norilsk Group’s or Polyus Gold's expansion on its revenue potential, cost basis and
margins;

®  the Norilsk Group’s or Polyus Gold's ability to remain competitive in the industries in which it
operates;

. the effects of regulatory and fiscal developments and legal proceedings;
®  Polyus Gold's ability to obtain or extend the terms of the licenses necessary for its business;
&  the effects of Russian and international political events; and

L] the Norilsk Group’s or Polyus Gold’s ability to meet its obligations and develop and maintain
additional sources of financing.

This tist of important factors is not exhaustive. Neither the Norilsk Group nor Polyus Gold makes any
representation, warranty or prediction that the results anticipated by such forward-looking statements will be
achieved, and such forward-looking statements represent, in each case, only one of many possible scenarios
and should not be viewed as the most likely or standard scenario.

Accordingly, shareholders of Norilsk and holders of Norilsk ADSs should not place undue reliance on these
forward-looking statements. These forward-looking statements speak only as at the date of this Information
Statement. The Norilsk Group and Polyus Gold expressly disclaim any obligation or undertaking to
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disseminate after the date of this Information Statement any updates or revisions to any forward-looking
statements contained herein, whether as a result of any change in its expectation with regard thereto, any
change in events, conditions or circumstances on which any such forward-looking statement is based or
otherwise.

No person is authorized to give any information or to make any representation not contained or incorporated
herein by reference, and, if given or made, such information or representation must not be relied upon as
having been authorized by Norilsk or Polyus Gold.

If the Spin-off is implemented, Polyus Gold will file applications with the FSFM to register the Polyus Gold
Shares. This registration does not imply any certification as to the investment quality of the Polyus Gold
Shares, Polyus Gold’s selvency, or the accuracy or completeness of the information contained herein.
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SHAREHOLDER INQUIRIES

Shareholders of Norilsk with questions relating to the proposed Spin-off and distribution of Polyus Gold
Shares should contact Norilsk at:

MMC Norilsk Nickel

22 Voznesensky Pereulok
Moscow 125009

Russian Federation

Web address; www.nornik.ru

Deputy General Director and Member

of the Management Board: Head of Investor Relations Department:
Denis S. Morozov Dmitri A, Usanov

Tel: +7 (095) 797 8257 Tel: +7 (095) 786 8320

Fax: +7 (095) 786 8338 Fax: +7 (095) 797 8613

E-mail: reorganization@nornik.ru E-mail: usanovda@nornik.ru

NORILSK ADS HOLDER INQUIRIES

Holders of Norilsk ADSs with questions relating to the proposed Spin-off and distribution of ADSs should
conltact the Depositary at:

The Bank of New York
Tel: +1-800-507-9357




SUMMARY

The following is a brief summary of certain information contained elsewhere in this Information Starement.
This stimmary is qualified in its entirety by the more detailed information set forth in this Information

Statement.

PolyusGold ................... e

The Norilsk Group ...................

Capital Structure of Polyus Gold . . ..

The Spin-oft will result in the establishment of Polyus Gold. a new
Russian open jeint stock company. Polyus Gold will hold all the
shares of Polus, which is currently a subsidiary of Norilsk, as well
as a cash contribution to be made by Norilsk in the amount of 10
billion rubles (approximately USD 352 million, based on the U.S.
dollar/ruble exchange rate on August 11, 2005). Polus, together
with its subsidiaries Lena Gold-Mining Company Joint Stock
Company Lenzoloto {“Lenzoloto™), LLC Lenskaya Zolotrudnaya
Company Ltd. (“LZRK’") and QJSC Matrosov Mine (“*Matrosov
Mine™), was the largest gold producer in Russia in 2004 based on
production volume. In May 2005, Polus acquired from Norilsk the
indirect ownership of a 20% interest in Gold Fields Limited (South
Africa) (“Gold Fields”). Gold Fields is one of the leading gold
producers in the world, with operations in South Africa, Ghana
and Australia. See “Polyus Gold™.

The Norilsk Group is one of the world’s premier metals and
mining operations. The Norilsk Group is a leading producer of
nickel and palladium and a major producer of platinum and
copper. Its nickel reserve base is one of the largest in the world
and its ore deposits contain a rich mixture of other valuable
commodities. Following the Spin-off, the Norilsk Group plans to
continue to conduct mining, enrichment and metallurgical
activities relating to base metals and platinum group metals
(“PGMs”), as well as gold, through its Polar Division on the
Taimyr Peninsula in Northern Siberia and through Kola MMC, a
100% subsidiary of the Company on the Kola Peninsula in the
North-West Region of Russia. Through Stillwater Mining
Company (“Stillwater Mining”), a NYSE-listed company 54.9%
owned by the Norilsk Group (as of June 30, 2005), it intends to
continue muining, processing and refining PGMs in southern
Montana in the United States.

Polyus Gold is expected to have one class of ordinary shares, each
with a par value of RUB 1.00. Each ordinary share will have the
right to one vote at meetings of shareholders. The number of
issued ordinary shares of Polyus Gold will initially be the same as
the number of Norilsk Shares outstanding (excluding 12,478,704
shares held by Norilsk and any shares redeemed by Norilsk from
dissenting or non-voting shareholders) on the Organizational
Meeting Record Date, which will be January 1, 2006,
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The Spin-off ........................... The Spin-off will be conducted by means of a reorganization
(vydelenie) under Russian corporate law. Effective on the
Formation Date:

L Polyus Gold will be established as a new and separate open
joint stock company, and all the shares of Polus, as well as a
cash contribution in the amount of 10 billion rubles, will be
transferred by Norilsk to Polyus Gold.

° Each holder of Norilsk Shares as at the Organizational
Meeting Record Date will (a) be entitled to a number of
Polyus Gold Shares equal to the number of Norilsk Shares
held by such holder on the Organizational Meeting Record
Date and (b) continue to own the same number of Norilsk
Shares as such holder held immediately preceding the
Formation Date. Holders of Polyus Gold Shares will not be
able to sell or otherwise transfer their Polyus Gold Shares
until the Trading Date.

] Each holder of record of Norilsk ADSs as at the
Organizational Meeting Record Date will (a) be entitled to a
number of Polyus Gold Shares equal to the number of
Norilsk ADSs held of record by such holder on the
Organizational Meeting Record Date, each of which, if the
Level 1 ADR Program is established in respect of Polyus
Gold Shares following the Trading Date, will be converted
into one ADS, each of which will represent one Polyus Gold
Share on deposit with the Custodian, and (b) continue to
own the same number of Norilsk ADSs as such holder held
immediately preceding the Formation Date. Holders of
Norilsk ADSs as at the Organizational Meeting Record Date
will not receive ADSs or be able to sell or otherwise transfer
any such ADSs unless and uniil a Level 1 ADR program is
established after the Trading Date. See “— Distribution of the
Polyus Gold Shares,” “The Spin-off” and “The Level 1
ADR Program”.

If the Spin-off is implemented, following the Organizational
Meeting Record Date, the price of the Norilsk Shares and the
Norilsk ADSs will no longer reflect the value of Polyus Gold
that will be registered in the USRLE on the Formation Date.

Shareholder Approval of the

Spin-off ... ... The Spin-off requires the affirmative vote of at least 75% of the
aggregate voting power of the Norilsk Shares represented at the
EGM. The EGM will be held on September 30, 2005 by absentee
ballot voting. All persons (other than Norilsk) who held Norilsk
Shares on the EGM Record Date are entitled to vote at the EGM.
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Distribution of the Polyus Gold

Shares ......

Each holder of record of Norilsk ADSs on the EGM Record Date
will be entitled to deliver voting instructions to the Depositary
under the terms of the Norilsk Deposit Agreement in order to
exercise voting rights corresponding to the Norilsk Shares
represented by their Norilsk ADSs. As at August 11, 2005, there
were 213,905,884 Norilsk shares, including 12,478,704 shares
held directly by Norilsk as treasury shares, outstanding and
78,103,811 Norilsk ADRs outstanding.

If the Spin-off is not approved at the EGM, the Spin-off will
not occur, Polyus Gold will not be established, holders of
Norilsk Shares and holders of Norilsk ADSs will not receive
any Polyus Gold Shares or any ADSs, and they will remain
holders of Norilsk Shares and Norilsk ADSs.

If the Spin-off is approved, on the Formation Date, the Polyus
Gold Shares will be distributed to the holders of Norilsk Shares,
other than those who hold Norilsk Shares in the form of Norilsk
ADSs, which are registered as shareholders at the Organizational
Meeting Record Date. The Polyus Gold Shares that would be
distributed to Norilsk ADS holders will be held by the Custodian
on the account of the Depositary and, upon instructions received
from the Depositary at the time when the Level 1 ADR Program is
established, if any, will be converted into ADSs and distributed to
those shareholders. See “— The Level 1 ADR Program™. The
Formation Date is expected to occur in er around March, 2006. It
will not be possible to sell or otherwise transfer Polyus Gold
Shares until the Trading Date. The Trading Date will only occur
when regulatory requirements under Russian law have been
satisfied, including the registration with the FSFM of Polyus

" Gold’s decision on issuance of shares and report on the results of

Listing and Trading of the Polyus

Gold Shares

the new share issuance. The registration with the FSFM is not
expected to occur until approximately 30 days after the Formation
Date. On the Trading Date, the Polyus Gold Shares will become
transferable. See *“The-Spin-off — Description of the Spin-off”.

Subject to applicable law, it is currently anticipated that Polyus Gold
will apply to list the Polyus Gold Shares on one or more of the
Russian stock exchanges as soon as practicable following the
Trading Date. Listing, and admission to trading, on any Russian
stock exchange will be subject to the approval of the relevant stock
exchange. There can be no assurance that the Polyus Gold Shares
will qualify for listing on any exchange. Even if a listing is obtained
for the Polyus Gold Shares, no assurance can be given that a public
trading market will develop. See “Market Information”.
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The Level 1 ADR Program ...........

Dissenting and Non-Voting
Shareholders’ and ADS Holders’

Redemption Rights

Norilsk expects that Polyus Gold, as soon as practicable after the
Polyus Gold Shares are listed. subject to FSFM approval and
registration with the U.S. SEC, will establish a Level 1 ADR
Program, which will allow the Polyus Gold Shares received as a
result of the Spin-off to be converted into ADSs. In connection
with the registration of its ADSs with the U.S. SEC, it is currently
expected that Polyus Gold will apply for an exemption from the
reporting requirements of the Exchange Act pursuant to Rule
12g3-2(b). This will require Polyus Gold to furnish specified
documents to the U.S. SEC pursuant to that Rule. See “Additional
Information” and “The Level | ADR Program”.

If the Level 1 ADR Program is established, one American
depositary receipt (“ADR”) "will evidence one ADS, each
representing the right to receive one Polyus Gold Share on deposit
with the Custodian. See “The Level 1 ADR Program”. If the Level |
ADR Program is established, the ADSs are currently anticipated to
be tradable over-the-counter in Western Europe and the United
States and may in the future be traded on one or more Western
European stock exchanges. There is no assurance that the Level |
ADR Program will be established or that a public market for ADSs
will develop. See “Market Information™.

If a Level 1 ADR Program is not established within 90 days of the
Trading Date or if FSFM approval and U.S. SEC registration of
the Level 1 ADR Program are not obtained, each holder of Norilsk
ADSs who held Norilsk ADSs as at the Organizational Meeting
Record Date wil! be asked to provide a Russian securities account
to the Depositary. If such an account is provided, such holders will
be entitled (0 receive Polyus Gold Shares equal to the number of
ADSs they would have received had a Level 1 ADR Program been
set up. If no Russian securities accounmt is provided to the
Depositary, then such holders will (a) become entitled to receive
cash in lieu of receiving one Polyus Gold Share for each Norilsk
ADS held by such holder and (b) continue to own the same
number of Norilsk ADSs after the Spin-off as before. See “The
Spin-off — Description of the Spin-off”.

Under Russian corporate law, Norilsk shareholders that are
entitled to vote at the EGM, and who either vote against the Spin-
off or do not vote on the Spin-off proposal, may elect (o have
Norilsk redeem their Norilsk Shares within the Redemption
Election Period if the Spin-off is approved. Holders of Norilsk
Shares who wish to exercise their redemption rights (including the
Depositary on behalf of Norilsk ADS holders) must tender their
Norilsk Shares 1o Norilsk during the Redemption Election Period.
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Promptly foliowing the EGM Date, holders of Norilsk ADSs who
either vote against the Spin-off or do not vote on the Spin-off
proposal will be provided with materials from the Depositary
detailing the procedures to be followed if such holders wish to
exercise their redemption rights. Norilsk ADS holders who elect to
exercise their redemption rights will be required to tender their
Noriisk ADSs to The Bank of New York as tender and exchange
agent on or prior to November 7, 2005 (the “Tender and Exchange
Agent™),

Within the 30-day period following the end of the Redemption
Election Period, Norilsk is required to redeem any Norilsk Shares
tendered by holders of Norilsk Shares and the Depositary on
behalf of the holders of Norilsk ADSs at a price of RUB 1,855 per
share. In accordance with the requirements of Russian law, the
price for the Norilsk Shares to be redeemed has been set by the
Board of Directors of Norilsk, based on the market price (without
taking into account the effects, if any, on the market price resulting
from the redemption rights), as determined by LLC Rosexpertisa
(MRI), an independent appraiser. Norilsk may use no more than
10 per cent of its net assets, determined as of the EGM Date, as
calculated in accordance with RAS on the basis of the balance
sheet for the period ended September 30, 2005, to redeem such
Norilsk Shares. For purposes of illustration, based on the net assets
of Norilsk as at June 30, 2005, such amount equaled RUB 22.3
billion, meaning that, if the EGM had been held on June 30, 2005,
Norilsk would have been entitled to redeem approximately 6.0%
of the Norilsk Shares outstanding.

In the event that holders tender more Norilsk Shares or Norilsk
ADSs representing more Norilsk Shares than Norilsk is permitied
to redeem, tendered Norilsk Shares or Norilsk ADSs will be
redeemed on a pro rata basis.

Under the current Russian currency control rules, if a non-resident
holder of Norilsk Shares, other than a non-resident holder holdiag,
Norilsk Shares in the form of Norilsk ADRs, elects to have
Norilsk redeem that holder’'s Norilsk Shares, all settlements
pertaining to such redemption are required to be made in rubles
through a special type “A™ bank account to be opened by the
relevant Norilsk shareholder in an authorized Russian bank. In
accordance with Russian corporate law, all redeemed Norilsk
Shares will be cancelled upon their redemption by Norilsk.

See “The Spin-off — Dissenting and Non-Voting Shareholders” and
ADR Holders’ Redemption Rights™.
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Certain Tax Consequences ........... This Information Statement includes a summary description of
certain potential tax consequences of the Spin-off for certain
holders of Norilsk Shares or Norilsk ADSs under the laws of the
Russian Federation, U.S. federal laws and the laws of the United
Kingdom. See “Certain Tax Consequences”.

Norilsk has not investigated the possible tax treatment of the Spin-
off under the laws of any other jurisdiction.

Notwithstanding the summary descriptions contained in this
Information Statement, holders of Norilsk Shares or Norilsk ADSs
should consult with their own tax advisors concerning the overall
tax consequences of the Spin-oft.




RISK FACTORS

Shareholders of Norilsk and holders of Norilsk ADSs should carefully consider the following information
about the risks described below, together with the other information contained in this Information
Statement, before deciding whether to approve the Spin-off. If any of the risks described below actually
occur, Polyus Gold's business, financial condition, or results of operations could be adversely affected. In
that case, the value of the Polyus Gold Shares and, if the Level I ADR Program is created, the ADSs may
decline and shareholders could lose all or part of their investment.

The Company has described the risks and uncertainties that its management believes to be material, but
these risks and uncertainties may not be the only ones Polyus Gold will face. Additional risks and
uncertainties, including those of which the Company is currently unaware or which it deems immaterial,
may also result in decreased revenues, increased expenses or other events that could result in a decline in
the value of the Polyus Gold Shares and, if the Level 1 ADR Program is created, the ADSs and
shareholders losing all or part of their investment. These risks and uncertainties will also apply in many
respecis to the subsidiaries of Polyus Gold.

Risks Relating to Polyus Gold’s Business
Polyus Gold’s financial results will depend largely on the price of gold.

Polyus Gold will derive a substantial portion of its revenues from the mining and sale of gold. Polyus Gold
will generally sell its products, whether under long-term contracts or on the spot market, at market prices.
Accordingly, its financial results will largely depend on the price of gold. The gold market is cyclical and
sensitive to changes in general economic conditions, and it is not possible to forecast the price of gold over
the long term. The price of gold is influenced by many factors, including demand, worldwide production
capacity, capacity utilization rates, exchange rates and trade barriers. Polyus Gold will not control a number
of factors affecting prices, which include, but are not limited to:

L global and regional economic and political conditions;

®  global and regional supply and demand and expectations of future supply and demand;

L speculative trading;

®  purchase or release of built-up reserves of gold by central banks or other large holders or dealers;
®  use of new technologies;

L] Russian and foreign government regulations and regulatory actions, including export quotas;

L currency exchange rates; and

L inflation and interest rates.

Significant sustained declines in the price of gold may rend less economic, or uneconomic, any of the gold
extraction and/or exploration activities to be undertaken by Polyus Gold and may have a material adverse
effect on Polyus Gold’s business, results of operations and financial condition.

Polyus Gold will be operating in a highly competitive industry and may not be able to compete
successfully.

The gold market is highly competitive and Polyus Gold’s competitors will include foreign gold producers,
many of which are larger, have greater resources for raising capital, have more technologically advanced
production facilities and, in some cases, have lower operating costs than Polyus Gold.
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There can be no assurance that Polyus Gold will be-able to compete successfully in the future. The intensity
of competition, combined with the cyclicality and unpredictability of gold markets, results in significant
variations in economic performance, which may lead to a decrease in Polyus Gold’s expected profits and
even io losses.

Polyus Gold’s business could be adversely affected if it fails to obtain, maintain or renew necessary
licenses, including subsoil licenses, and permits or fails to comply with the terms of its licenses and
permits.

Polyus Gold’s business will depend on the continuing validity of some of its licenses, particularly subsoil
licenses for its mining operations, and the issuance of new licenses and its compliance with their terms.
Most of the licenses that are currently material to the operations of the Polus Group will not expire until
2010. The Polus Group may also apply for additional licenses, but there can be no assurance that it will
receive them. Russian regulatory authorities exercise considerable discretion in the timing of license
issuance and renewal and the monitoring of licensees’ compliance with license terms. Requirements
imposed by these authorities, which wiil require Polyus Gold to comply with numerous industrial standards,
recruit qualified personnel, maintain necessary equipment and quality control systems, monitor Polyus
Gold’s operations, maintain appropriate filings and, upon request, submit appropriate information to the
licensing authorities, may be costly and time-consuming and may result in delays in the commencement or
continuation of exploration or production operations. Private individuals and the public at large possess
rights to comment on and otherwise influence the licensing process, including through intervention in courts
and political pressure. Accordingly, the licenses that Polyus Gold will need may be invalidated and may not
be issued or renewed, or if issued or renewed, may not be issued or renewed in a timely fashion, or may
involve requirements which restrict Polyus Gold’s ability to conduct its operations or to do so profitably.

Polyus Gold’s competitors may also seek to deny its rights to develop certain natural resource deposits by
challenging Polyus Gold’s compliance with tender rules and procedures or compliance with license terms.
Various factors can also influence whether any alleged non-compliance by Polyus Gold with licensing
regulations and the terms of Polyus Gold’s licenses could lead to suspension or termination of its licenses
and permits, and to administrative, civil and criminal liability.

The legal and regulatory basis for the licensing requirements is subject to frequent change, which increases
the risk that Polyus Gold may be found in non-compliance. In addition, it is possible that licenses applied
for andfor issued in reliance on acts and instructions relating to subsoil rights issued by the Ministry of
Natural Resources could be challenged by the Prosecutor General’s office or otherwise as being invalid if
they were found to be beyond the authority of that ministry. In particular, deficiencies of this nature subject
subsoil licensees to selective governmental claims. In the event that the licensing authorities discover a
material violation by Polyus Gold, Polyus Gold may be required to suspend Polyus Gold’s operations or
incur substantial costs in eliminating or remedying the violation, which could have a material adverse effect
on Polyus Gold’s business or results of operations.

Polyus Gold will be subject to mining risks.

Polyus Gold’s operations, like those of other mining companies, will be subject to all of the hazards and
risks normally associated with the exploration, development and production of natural resources, any of
which could result in production shortfalls or damage to persons, property or the environment. Polyus Gold
will primarily engage in open pit mining, but may also conduct significant underground mining.

Hazards associated with Polyus Goeld's open pit mining operations will include flooding, collapses of the
open pit wall or shelf, accidents associated with the operation of mining transportation equipment, accidents
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associated with the preparation and ignition of large-scale open pit blasting operations, production
disruptions due to weather, and hazards associated with the disposal of mineralized waste water, such as
groundwaler and waterway contamination.

Underground mining is generally more expensive than open pit mining. It is also more dangerous and
requires the use of ventilation systems. Other hazards associated with Polyus Gold’s underground mining
operations will include underground fires and explosions. including those caused by flammable gas,
discharges of gases and toxic chemicals, geothermal control, sinkhole formation and ground subsidence,
and other accidents and conditions resulting from drilling, blasting and transporting and removal of material
from an underground mine.

Polyus Gold may experience any of these hazards. The occurrence of any of these or like hazards could
delay: production, increase production costs and result in injury to persons and damage to property, as well
as associated liability for Polyus Gold. The liability resulting from any of these risks may not be adequately
covered by insurance, and there can be no assurance that Polyus Gold will be able to obtain additional
insurance coverage at reasonable rates. Polyus Gold may, therefore, incur significant costs, which could
have a material adverse effect on Polyus Gold’s business, results of operations and financial condition.

Polyus Gold’s energy needs will have to be met by government-controlled companies that may alter the
current cost structure for various reasons, and restructuring of the power sector may also result in
increased energy costs.

Energy costs, particularly the costs of electricity, will comprise a significant portion of Polyus Gold’s cost
of production.

As with the Polus Group now, the majority of the energy needs for Polyus Gold’s operations will be
purchased from local subsidiaries of OJSC RAO UES of Russia (“RAQ UES™), the government-controlled
national holding company for the Russian power sector. Domestic electricity prices are regulated by the
Russian government. The government is currently in the early stages of implementing a restructuring plan
for the power sector aimed at introducing competition, liberalizing the wholesale electricity market and
moving from regulated pricing to a market-based system by 2007. In addition, according to the Russian
Energy Strategy approved by the Russian government in 2003, electricity tariffs for industrial users are
expected to reach 3.2-3.6 U.S. cents per kWh by 2006. Further price increases for electricity may also occur
in the future as the power industry is restructured and controlled to a greater extent by the private sector. If
in the future Polyus Gold is required to pay higher prices for electricity than the Polus Group currently pays,
Polyus Gold’s costs will rise and its business and prospects could be materially adversely affected.

An interruption in Polyus Gold’s electricity supplies could have a significant effect on its business and
results of operations. In the event of a failure in the electricity grid, gold production could continue for only
a limited time.

Polyus Gold’s production costs may increase as a resulf of the decrease of rich oxidized ore as a
proportion of its total reserves.

The largest proved reserves of Polus are located at the Olimpiada deposit. The Olimpiada deposit contains
both rich oxidized ere, which is easier to process than other types of ore. and sulfide (primary) ore, which is
subject to biooxidization. The quantity of oxidized ore at Olimpiada is being depleted as a result of mining
by Polus. In order to maintain current production volumes, it will he necessary to mine and process a
proportionally larger quantity of sulfide ore at Olimpiada and rely 10 a greater extent on other deposits that
do not contain rich oxidized ore, which will result in higher production costs and may materially adversely
affect Polyus Gold’s results of operations.
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Polyus Gold’s level or scope of insurance coverage may not be adequate.

The insurance industry is not yet well developed in Russia, and many forms of insurance protection
common in more economically developed countries are not yet available in Russia on comparable terms,
including coverage for business interruption, freight and director and officer liability. To the limited extent
that Polyus Gold's operating assets will be insured, the insurance coverage may be insufficient to cover
replacement costs in the event of loss. Polyus Gold will carry limited insurance coverage for third party
personal injury claims and for property or environmental damages arising from its operations. Accordingly,
Polyus Gold may incur uninsured losses of production assets and may be subject to claims not covered, or
not sufficiently covered, by insurance, which could have a material adverse effect on its business and results
of operations,

Polyus Gold’s principal operations will be located in remote areas with harsh climates.

Polyus Gold's principal operations will be located in remote areas, some of which have harsh climates,
resulting in technical challenges for conducting both geological exploration and mining. Polyus Gold will
benefit from the modern mining transportation skills and technologies for operating in areas with harsh
climates in the far north of Russia which the Polus Group has developed. Nevertheless, Polyus Gold may
sometimes be unable to overcome problems related to weather and climate at a commercially reasonable
cost, which could have a material adverse effect on Polyus Gold’s business and results of operations.

Delivery of supplies to the areas where the Polyus Gold Group will operate may be disrupted or
transportation costs inay increase.

The remote location of Polyus Gold’s principal operations also results in increased costs and difficulties
with regard to transportation. The Polus Group has experienced periodic interruptions in transportation
services in the areas where it conducts mining operations and it is expected that such periodic interruptions
will continue in the future. Currently, the Russian government sets rail tariffs and may further increase these
tariffs, as it has done in the past. The Russian government has announced that, beginning in 2007, tariff
increases will be al or below the annual inflation rate, but no assurance can be given that these limits will
not be changed. A further significant increase in rail tariffs, whether implemented by the Russian
government or resulting from the reorganization or privatization of Russian Railreads, or other
transportation costs could adversely affect Polyus Gold's profitability. The Russian railway system is
subject to risks of disruption as a result of the declining physical condition of the facilities, a shortage of rail
cars and the limited capacity of border stations. No assurance can be given that an increase in costs of, or
interruptions in, transportation will not materially impact Polyus Gold’s business and results of operations.

Stricter environmental laws and regulations or more stringent enforcement of existing environmental
laws and regulations may impose additional costs on Polyus Gold or alter some aspects of its operations.

Polyus Gold will be subject to extensive environmental controls and regulations in Russia. Polyus Gold’s
operations will involve the use of environmentally hazardous materials as well as the discharge of materials
and contaminants into the environment, disturbance of land, potential harm to flora and fauna, and other
environmental concerns. See ““Legal and Regulatory Matters applicable to Polyus Gold — Environmental law™.

Environmental regulations are undergoing recurrent modification in the Russian Federation and elsewhere,
and the Company regularly evaluates its obligations relating to new and changing legislation. In the past,
new and stricter environmental requirements have been imposed, and fines and other payments have been
significantly increased, although the requirements and enforcement of environmental legislation in Russia
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are generally less stringent than in the European Union.or the United States. New laws and regulations, the
imposition of more stringent requirements in licenses, increasingly strict enforcement or new interpretations
of existing environmental laws, regulations or licenses, or the discovery of previously unknown
contamination, may require further expenditures to modify operations, install pollution control equipment,
perform site clean-ups, curtail or cease operations, or pay fees, fines, or make other payments for discharges
or other breaches of environmental standards. Although management believes that the Polus Group’s
operations are currently in compliance in all material respects with applicable regulations, the Polus Group
has been subject to fines and other penalties arising out of the failure to comply fully with environmental
regulations in the past, and there can be no assurance that the state authorities will not impose additional
regulations or increase the levels of fines or penalties for non-compliance, which could require significant
expenditures. The Polus Group has generally not been indemnified against environmental liabilities or any
required land reclamation expense of its acquired businesses that arise from activities that occurred prior to
the acquisition of such businesses. The introduction of more stringent environmental laws and regulations
could result in Polyus Gold creating special rehabilitation and decommissioning reserves (as Norilsk has
done) or in an increase in Polyus Gold's environmental liabilities, which could have a material adverse
effect on Polyus Gold’s financial condition or results of operations.

Transactions could be challenged for non-compliance with applicable legal requirements.

The Norilsk Group has taken a variety of actions relating to share issuances, share disposals and
acquisitions, valuation of property, interested party transactions, major transactions and anti-monopoly
issues, in respect of which the applicable legal procedures may not have been complied with fully and
which, therefore, could be subject to a legal challenge. If such a challenge were successful, it could result in
the invalidation of the relevant transaction or the imposition of liabilities on the Company and/or Polyus
Gold. Moreover, since applicable provisions of Russian law are subject to many different interpretations,
Polyus Gold may not be able to successfully defend any challenge brought against similar transactions, and
the invalidation of any such transactions or imposition of any such liability may, individually or in the
aggregate, have a material adverse effect on Polyus Gold’s business, financial condition and results of
operations. See also “Risks Relating to Russia — Legal Risks and Uncertainties — Weaknesses relating to the
legal system and legislation create an uncertain environment for investment and business activity, which
could have a material adverse effect on the value of the Polyus Gold Shares and, if the Level 1 ADR
Program is created, the ADSs™.

Polyus Gold will require a significant amount of cash to fund its capital investments, If Polyus Gold is
unable to generate this cash through its operations or through external sources, such investments may
not be completed on schedule or at all.

Polyus Gold’s business will be capital-intensive, and it is planned that Polyus Gold will continue the Polus
Group's current capital investment program for its gold operations, See “Operating and Financial Review and
Prospects of the Polus Group — Capital expenditure”. Although Polyus Gold will have the funds received in
the Spin-off at its disposal, additional funds may be required to pay for planned capital investments. If Polyus
Gold’s cash flows are reduced or Polyus Gold is unable to obtain alternative sources of external financing at
an acceptable cost or in the amounts required, Polyus Gold’s planned capital investments may be substantially
delayed or interrupted. In addition, Polyus Gold's capital investments will be subject to a variety of other
uncertainties, including changes in economic conditions, delays in completion, cost overruns and defects in
design or construction. There can be no assurance that Polyus Gold’s capital investments will be completed on
schedule or that Polyus Gold's expected operational improvements will be fully realized as currently
envisioned. Any deferral or interruption in Polyns Gold's planned capital investments could have a material
adverse impact on Polyus Gold's business and results of operations.
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Ore reserves and mineral resources are very difficult to estimate, may not prove accurate and may be
significantly adjusted.

Like any mining company, Polyus Gold will depend on its reserves and resources. See “Polyus Gold — The
Business of Polyus Gold — Reserves, resources and licenses”. Although the gold reserves of the Polus
Group located in the Krasnoyarsk, Irkutsk and Magadan regions were recently audited by the consultancy
firm SRK (U.K.), which specializes in the mining industry, in accordance with the Australasian Code for
Reporting of Mineral Resources and Ore Reserves (the “JORC Code”), ore reserves and mineral resources
estimates of all mining companies are inherently imprecise and depend to some extent on statistical
inferences drawn from limited drilling and other testing, which may ultimately prove unreliable. Ore
reserves and mineral resources estimates and classifications are also affected by economic factors, such as
significant changes in metal prices.

Ore reserve and mineral resources estimates are expressions of professional judgment based on knowledge,
experience and industry practice, but are subject to considerable uncertainties. Neither the Polus Group nor,
following the Spin-off, Polyus Gold can be certain that its estimated reserves and resources are completely
accurate. Moreover, future volumes of mining, which may not occur for many years, and rates of recovery
of metals could differ materially from such estimates. Should Polyus Gold discover, in the course of mining
its deposits, that those deposits differ from those predicted by drilling, sampling and similar examinations,
reserve and resource estimates may have to be adjusted, and mining plans may have to be altered in a way
that might adversely affect its results of operations. Declines in market prices of gold may render the mining
of Polyus Gold’s deposits uneconomie, although the Company believes this unlikely given the size and
quality of the reserve and resource base which Polyus Gold will hold. Although the Company believes its
estirates of Polyus Gold’s ore reserves and mineral resources are reliable, if these estimates prove
inaccurate, Polyus Gold’s business, financial condition and results of operations may be adversely affected.

If the ore and mineral reserves of Polyus Gold prove accurate or exceed current forecasts, no assurance can
be given that Polyus Gold will be able to develop the production capacity to exploit commercially those
reserves. See “— Polyus Gold will require a significant amount of cash to fund its capital investments. If
Polyus Gold is unable to generate this cash through its operations or through external sources, such
investments may not be completed on schedule or at all”.

Gold exploration involves a high degree of risk and uncertaingy.

To maintain gold production into the future beyond the life of the current reserves or to increase production
materially through mining new deposits, Polyus Gold will be required to extend its mineral base through
geological exploration. Gold exploration involves a high degree of risk and exploration projects are
frequently unsuccessful. Few prospects that are explored ultimately are developed into producing mines. To
the extent that Polyus Gold is invelved in gold exploration, the long-term success of its operations will be
related to the cost and success of its exploration programs. The risks associated with gold exploration
include the identification of potential gold mineralization based on analysis of geological data, the
technological challenges of exploration and development, the receipt of necessary governmental permits
and the construction of mining and processing facilities at any site chosen for mining. A decline in the
market price of gold may render ore reserves containing relatively lower grades of gold mineralization
uneconomic. No assurance can be given that any exploration program will result in the discovery of new
resources or in any new commercial mining operation.

If reserves are developed, it can take a number of years from the initial phases of drilling and identification
of mineralization unti! production is possible, during which time the economic feasibility of production may
change. Substantial expenditure may be required to establish ore reserves through drilling, to determine
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technological processes to extract metals from ore and, in the cases of new properties, to construct mining
and processing facilities. As a result of these uncertainties, there can be no assurance that current and future
exploration programs will result in the discovery of deposits, the expansion of existing reserves or the
development of mines.

Polyus Gold will depend on qualified geologists and other technicians in order to develop its business.
Given the competition for such personnel and the remote locations of its subsidiaries, Polyus Gold may
be unable to recruit and/or retain geologists, which could materially affect its business.

Polyus Gold's business will be highly dependent on qualified geologists, particularly in relation to the
exploration and development of reserves. This may result in difficulties for Polyus Gold's businesses in
Russia, where only a small number of skilled geologists with adequate qualifications and experience are
available. Moreover, there is an increasing demand for such qualified personnel as more international
companies invest in Russian mining industries. Such competition may make it difficult for Polyus Gold to
hire and retain such personnel. If Polyus Gold is unable to retain an adequate number of qualified
geologists, it may be unable to develop its gold reserves and its business and results of operations may be
adversely affected.

Polyus Gold’s development strategy may not succeed.

The Polus Group continues to monitor potential investment opportunities in the gold mining industry, both
in Russia and overseas, and it is expected that Polyus Gold will pursue this development strategy following
the Spin-off. For example, the Polus Group is currently planning to participate in the possible tender for the
development of the Sukhoy Log gold deposit, the largest unmined gold deposit in Eurasia to date. It is
currently expected that the auction of Sukhoy Log will not be held before 2006. There can be no assurance
that Polyus Gold will win the tender for Sukhoy Log, if held; that a winning bid of Polyus Gold, if any, will
prove economic; or that Sukhoy Log will be successfully mined. In addition, the Company believes that
some international mining companies, which have greater resources than Polyus Gold would have after the
Spin-off, have begun to seek investment targets in the Russian gold mining industry. The participation of
such companies in the Sukhoy Log auction or any other similar auction or other sales of Russian gold
deposits and assets could adversely affect Polyus Gold’s ability to acquire additional gold mining operations
in Russia. New legislation limiting foreign ownership of strategic sectors may be adopted, which could
present obstacles to such companies. However, this legislation, if adopted, and depending on how it is
finally worded, could also present difficulties for Polyus Gold in acquiring new assets. If Polyus Gold does
not acquire and successfully integrate additional gold mining operations, whether at Sukhoy Log or
elsewhere, it may not be able to maintain its position as the largest gold producer in Russia.

If Polyus Gold does acquire additional gold mining operations, the acquisition and integration of new
businesses and companies will pose significant risks to Polyus Gold’s operations. These risks include the
difficulty of integrating the operations and personnel of the acquired business, problems with minority
shareholders in acquired companies and their material subsidiaries, the potential disruption of Polyus Gold’s
own business, the assumption of labilities, 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, the difficulty of
implementing effective management, financial and accounting systems and controls over acquired
businesses, the imposition and maintenance of commen standards, controls, procedures and policies, and the
impairment of relationships with employees and counterparties as a result of difficulties arising out of
integration.
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Furthermore, even if Polyus Gold is successful in integrating new businesses, expected synergies and cost
savings may not materialize, resulting in lower than expected profit margins.

The value of any business that Polyus Gold acquires or invests in may be less than the amount that Polyus
Gold pays for it if, for example, there is a decline in the position of that business in the relevant market in
which it operates or there is a decline in the market generally.

Moreover, Polyus Gold may not be able to identify suitable acquisition targets, and future acquisitions may
not be available on terms as favorable as in the past. Polyus Gold will face significant competition for
potential acquisitions of gold assets. When making acquisitions, it may not be possible for Polyus Gold to
conduct a detailed investigation of the nature or title of the assets being acquired, for example due to time
constraints in making the decision. Polyus Gold may also become responsible for additional liabilities or
obligations not foreseen at the time of an acquisition.

Inflation, or appreciation in real terms of the ruble against the U.S. dollar may materially adversely
affect Polyus Gold’s results of operations.

Polyus Gold’s production activities will be located in Russia, and the majority of its direct cosis will be
incurred in Russia. Russia has experienced high levels of inflation since the early 1990s. Inflation increased
dramatically after the 1998 financial crisis, reaching a rate of 84.4% that year. Notwithstanding recent
reductions in the inflation rate, which in 2003 was 12.0% and in 2004 was 11.7%, the Polus Group has
tended to experience inflation-driven increases in certain of its costs that are linked to the general price level
in Russia, such as supplies and materials, as well as salaries. If these trends continue, Polyus Gold may not
be able to preserve operating margins, particularly if such inflation is accompanied by real appreciation of
the ruble against the U.S. dollar. Accordingly, high rates of inflation in Russia could increase Polyus Gold’s
costs and decrease its operating margins.

Tt is anticipated that Polyus Gold’s presentation currency will be the U.S. dollar. Polus’s products are
typically priced in U.S. dollars, whereas the majority of its direct costs are incurred in rubles. Appreciation
in real terms of the ruble against the U.S. dollar will result in an increase in Polyus Gold’s costs relative to
revenues, adversely affecting Polyus Gold’s results of operations. In 2004, for example, the rate of real
appreciation of the ruble against the U.S. dollar, based on the annual average exchange rate, was 6.1%. In
this situation, Polyus Gold may not be able to preserve the expected operating margins, and real
appreciation of the ruble against the U.S. dollar may materially adversely affect Polyus Gold’s resuits of
operations.

Russian currency control regulations may hinder Polyus Gold’s ability to conduct its business.

The CBR has from time to time imposed various currency control regulations in attempts to support the
ruble, and it may take further actions in the future. Furthermore, the Russian government and the CBR may
impose additional requirements on cash inflows and outflows into and out of Russia or on the use of foreign
currency in Russia.

Notwithstanding recent significant liberalization of the Russian currency control regime, the current Russian
currency control laws allow the Russian government and the CBR to regulate and restrict currency control
matters, including operations involving foreign securities and foreign currency borrowings by Russian
companies. Currency control regulations established by the CBR and the Russian government also impose
certain currency control restrictions on investments by Russian companies outside of Russia and in most
hard-currency-denominated instruments in Russia, and there are only a limited number of ruble-
denominated instruments in which Polyus Gold may invest its excess cash. The ruble is not currently
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convertible outside Russia and the CIS, and the ability. of companies operating in Russia to convert rubles
into other currencies may be subject to special account and/or mandatory reserve requirements from time to
time, although these restrictions may be removed as early as 2007. Because of the limited development of
the foreign currency market in Russia, Polyus Gold may experience difficulty converting rubles into other
currencies. The market in Russia for the conversion of rubles into foreign currencies is limited.
Additionally, subject to certain exceptions, Russian companies must repatriate 100% of offshore foreign
currency earnings to Russia and convert 10% of those earnings into rubles within seven days of receipt,

although Russian legislation allows the CBR to decrease this conversion requirement or increase it up to
30%.

Restrictions on Polyus Gold’s ability to convert currency or transfer funds could increase the cost for Polyus
Gold of, or prevent Polyus Gold from carrying on, necessary business transactions, or from successfully
implementing its business strategy, which could have a material adverse effect on Polyus Gold’s business or
results of operations.

Polyus Gold may be required to purchase or lease the land occupied by its operations.

A significant majority of the land occupied by privatized Russian companies was not privatized and is still
owned by federal, regional or municipal governments, The companies use some parcels of land pursuant to
a special title of perpetual use, which gives them the right to use the land but not to alienate it.

Russian law requires privatized companies to purchase or lease the land on which they operate and gives the
current government land owners broad discretion in setting the purchase or lease terms. This requirement
must be fulfilled by fanuary 1, 2006. While the Polus Group has already finalized lease arrangements for
some of the land on which Polyus Gold’s operations will be located, if the purchase or lease requirement is
not eliminated or limited prior to that date, Polyus Gold may incur significant expenditures associated with
purchasing or leasing additional land. There can be no assurance that Polyus Gold will have access to the
funds required to finance any such acquisition or lease.

Polyus Gold may not be able to renew the existing arrangements of the Polus Group with trade unions on
terms favorable to Polyus Gold, and Polyus Gold’s operations could be adversely affected by strikes and
lockouts.

As of December 31, 2004, approximately 50% of the employees of the Polus Group were represented by
trade unions. The Polus Group has not experienced any business interruption as a result of labor disputes at
any of its businesses since they were acquired by the Norilsk Group, and the Polus Group considers its
employee relations to be good. Nonetheless, large union representation subjects its businesses to
interruptions through strikes, lockouts or delays in renegotiations of labor contracts. The collective
bargaining agreement of Polus was extended in 2004 for one year and will expire on December 31, 2005.
Polyus Gold may not be able to renew the existing arrangements of the Polus Group with trade untons on
terms favorable to Polyus Gold. If such events occur, the business and results of operations of Polyus Gold
could be materially adversely affected.

Polyus Gold’s competitive position depends on senior management’s experience and expertise.

Polyus Gold’s ability to maintain a competitive position and to implement its business strategy will depend
to a large degree on the services of its senior management team. The loss or diminution in the services of
members of Polyus Gold’s senior management team or an inability to attract, retain and maintain ‘additional
senior management personnel could have a material adverse effect on Polyus Gold's business, financial
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condition, results of operations or prospects. Competition in Russia for personnel with relevant expertise is
intense due to the small number of qualified individuals. This situation may seriously affect Polyus Gold’s
ability to retain existing senior management and attract additional qualified senior management personnel,
which could have a material adverse effect on Polyus Gold’s business and financial results.

The enforcement of certain labor laws at Olimpiada could result in an increase of Polyus Gold’s costs of
production.

The Polus Group currently employs approximately 3,500 employees at the Olimpiada mine. The terms
under which some of the Olimpiada employees are employed do not fully comply with the requirements
under current applicable Russian labor laws. As at the date of this Information Statement, the Polus Group
has not received any warnings or sanctions as a result of its non-compliance with these laws. However, no
assurance can be given that, following the Spin-off, the Polyus Gold Group will not be ordered to take
measures to comply with these labor laws, which could increase the Polyus Gold Group’s costs of
producticn and have an adverse effect on its financial condition and results of operations.

Polyus Gold will remain responsible for maintaining part of the social and physical infrastructure in
some of the regions where it will operate, which is expected to require a substantial commitment of
resources.

The Polus Group is currently responsible for the establishment and maintenance of some of the social and
physical infrastructure in the regions in which it operates, and these regions are economically dependent on
the Polus Group’s business operations to a significant degree. It is anticipated that, following the Spin-off,
the Polyus Gold Group will need to maintain these social commitments with respect to the social,
employment and welfare infrastructure in these areas, which will require a substantial commitment of
resources.

Some transactions between the Company or Polyus Gold’s shareholders and their respective interested
parties or affiliated companies may have required, or may require, the approval of disinterested directors
or disinterested shareholders.

Russian law requires a joint stock company that enters into transactions with certain related persons that are
referred to as “interested parties” to comply with special approval procedures. Under Russian law, an
“interested party” means: (1) any member of the board of directors or the collegiate executive body of the
company, (2) the chief executive officer of the company (including a managing organization or hired
manager), (3) a shareholder who, together with its affiliates, owns at least 20% of the company’s voting
shares or (4) a person who has the legal right to give mandatory instructions to the company, if any of the
above listed persons, or a close relative or affiliate of such person, is, in each case:

L] a party to a transaction with the company, whether directly or as a representative or intermediary, or a
beneficiary of the transaction;

L the owner of at least 20% of the shares in 2 company that is a party to a transaction with the company,
whether directly or as a representative or intermediary, or a beneficiary of the transaction;

L a member of a governing body of a company that is a party to a transaction with the company,
whether directly or as a representative or intermediary, or a beneficiary of the transaction or an officer
of the managing organization of such company; or

L in other cases stipulated by the company’s charter.
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Due to the way in which the Russian law on interested party transactions is drafted, the special approval
procedures that apply to interested party transactions may apply to transactions between entities within a
consolidated group, such as the Norilsk Group or the Polyus Gold Group, even if such entities are directly
&r indirectly wholly owned by the same parent company. In these cases, as a practical matter, the Norilsk
Group may not, in the past, have obtained, and Polyus Gold may not, following the Spin-off, be able to
obtain, the necessary approvals, which require a majority vote of the “independent disinterested directors”
or of the “disinterested shareholders” for a particular transaction, The faiture to obtain necessary approvals
for transactions within the Norilsk Group or Polyus Gold could result in the invalidation of such
transactions. To the extent any historical transaction within the Norilsk Group relates to the business or
assets of Polyus Gold, invalidation of such a transaction could adversely affect Polyus Gold’s business. In
addition, to the extent Polyus Gold’s transactions may be invalidated, such invalidation could have an
adverse effect on the business of Polyus Gold.

In addition, the concept of “interested parties” is defined with reference to the concepts of “affiliated
persons” and “group of persons,” which are subject to many different interpretations under Russian law.
Moreover, the provisions of Russian law defining which transactions must be approved as “interested party”
transactions are subject to different interpretations. Polyus Gold cannot be certain that its (or the Norilsk
Group’s) compliance with these concepts will not be subject to challenge.

o
Risks Relating to Polyus Gold’s Interest in Gold Fields

After the Spin-off, Polyus Gold will own (through Polus) a 20% interest in Gold Fields, which will represent a
substantial portion of the total value of the assets of Polyus Gold, Geld Fields is subject to various risks
resulting from the nature of its business and the location of its operations, which could, individually or in
aggregate, materially adversely effect its business, financial condition and results of operations. For more
information on these risks, see Gold Fields' annual report on Form 20-F filed with the U.S. SEC on
November 26, 2004, which is available from Gold Fields’ website at www. goldfields.co.za.

In addition, the value of Polyus Goid’s investment in Gold Fields may be adversely affected by currency
exchange rate fluctuations or currency control legislation. Dividends or distributions with respect to Gold
Fields® ordinary shares have historically been paid in South African Rand (“Rand”). The Rand has, in the
past, been subject to significant fluctuations against the U.S. dollar, which is expected to be the presentation
currency of Polyus Gold. The U.S. dollar equivalent of any distributions with respect to Gold Fields’
ordinary shares will be adversely affected by potential future reductions in the value of the Rand against the
9.S. dollar. It is also possible that in the future there will be changes in South African exchange control
regulations, such that dividends paid out of trading profits will no longer be freely transferable outside
South Africa to shareholders, including Polyus Gold, who are not residents of the jurisdictions comprising
the Common Monetary Area of southern Africa.

Risks Relating to Russia
Economic Risks
§conomic instability in Russia could adversely affect Polyus Gold’s business.
Since the dissolution of the Soviet Union, the Russian economy at various times has experienced:
® significant declines in gross domestic product and consumption;
] hyperinflation;
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L an unstable currencys; .
®  high government debt relative to gross domestic product;
®  a weak banking system providing limited liquidity to domestic enterprises;

. a large number of loss-making enterprises that continued to operate due to the lack of effective
bankruptcy proceedings and the use of fraudulent bankruptcy actions to take unlawful possession of

property;
L significant use of barter transactions and illiquid promissory notes to settle commercial transactions;
) widespread tax evasion;
®  growth of a black and gray market economy;
] pervasive capital flight;
] high levels of corruption and the penetration of organized crime into the economy;
L significant increases in unemployment and underemployment; and
L] the impoverishment of a large portion of the population.

The Russian economy has been subject to abrupt downturns. In particular, on August 17, 1998, in the face
of a rapidly deteriorating economic situation, the Russian government defaulted on its ruble-denominated
securities, the CBR stopped its support of the ruble and a temporary moratorium was imposed on certaig
hard currency payments. These actions resulted in an immediate and severe devaluation of the ruble, a sharp
increase in the rate of inflation, a dramatic decline in the prices of Russian debt and equity securities and an
inability of Russtan issuers to raise funds in the international capital markets.

These problems were aggravated by the near collapse of the Russian banking sector after the events of
August 17, 1998, as evidenced by the termination of the banking licenses of a number of major Russian
banks. This further impaired the ability of the banking sector to act as a consistent source of liquidity for
Russian companies and resulted in the losses of bank deposits in some cases.

Recently, the Russian economy has experienced positive trends, such as an increase in the gross domest i
product, a relatively stable currency, strong domestic demand, rising real wages and a reduced rate of
inflation. These trends, however, may not continue or may be abruptly reversed. For example, in the first
quarter of 2003, the inflatton rate in Russia increased and economic growth slowed.

The Russian banking system remains underdeveloped, and another banking crisis could place severe
liquidity constraints on Polyus Gold’s business.

Russia’s banking and other financial systems are not well developed or regulated, and Russian legislation
relating to banks and bank accounts is subject to varying interpretations and inconsistent applications. Th@
August 1998 financial crisis resulted in the bankruptcy and liquidation of many Russian banks and almost
entirely eliminated the developing market for commercial bank loans at that time. Although the CBR has
the mandate and authority to suspend banking licenses of insolvent banks, many of them still operate. Many
Russian banks also do not meet international banking standards, and the transparency of the Russian
banking sector in some respects still lags behind internationatly accepted norms. Aided by inadequate
supervision by the regulators, many banks do not follow existing CBR regulations with respect to lending
criteria, credit quality, loan loss reserves or diversification of exposure.
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Recently, there has been a rapid increase in lending by Russian banks, which many believe has been
accompanied by a deterioration in the credit quality of the borrowers. In addition, a robust domestic
corporate debt market is leading Russian banks to hold increasingly large amounts of Russian corporate
ruble bonds in their portfolios, which is further deteriorating the risk profile of the assets of Russian banks.
These serious deficiencies in the Russian banking sector, combined with the deterioration in the credit
portfolios of Russian banks, may result in the banking sector becoming more susceptible to market
downturns or economic slowdowns, including due to Russian corporate defaults that may occur during any
such market downturn or economic slowdown. In addition, in 2004, the CBR revoked the licenses of several
Russian banks, which resulted in market rumors about additional bank closures and many depositors
withdrawing their savings. Several privately-owned Russian banks collapsed or ceased or severely limited
their operations. Russian banks owned or controlled by the Government or the CBR and foreign-owned
banks generally were not adversely affected by the turmoil. If a banking crisis were to occur, Russian
companies would be subject to severe liquidity constraints due to the limited supply of domestic savings and
the withdrawal of foreign funding sources that would occur during such a crisis.

Although Polyus Gold will be able to hold its foreign currency cash in foreign banks located outside Russia,
subject to applicable Russian currency control regulations, which include the requirement to register with
the CBR prior to opening bank accounts in countries which are not members of the Organisation for
Economic Co-operation and Development or the Financial Action Task Force, as well as reservation
requirements with respect to transfer of funds to those foreign accounts from Russia, it is expected that
Polyus Gold will hold its excess ruble and most of its foreign currency cash in Russian banks. There is
currently a limited number of creditworthy Russian banks, most of which are lecated in Moscow. A banking
crisis or the bankruptcy or insolvency of the banks from which Polyus Gold will receive or with which
Polyus Gold will hold its funds could resuit in the loss of Polyus Gold's deposits or affect Polyus Gold’s
ability to complete banking transactions in Russia, which could have a material adverse effect on Polyus
Gold’s business, financial condition and results of operations.

The physical infrastructure in Russia is in poor condition, which could disrupt normal business activity.

The physical infrastructure in Russia largely dates back to Soviet times and, since that period, has not been
adequately funded and maintained. Particularly affected are the rail and road networks, power generation
and transmission systems, communication systems and building stock. Road and rail conditions throughout
Russia are also poor and some areas within Russia, particularly those surrounding ageing nuclear power
plants, are potentially hazardous. In response to these deficiencies, the Russian government is actively
considering plans to reorganize the nations’ rail, electricity and telephone systems. While any such
reorganization may result in increased charges and tariffs, it cannot be assured that sufficient amounts will
be raised to repair, maintain and improve these systems. Further deterioration in Russia’s physical
infrastructure could have a material adverse effect on Polyus Gold's business, financial condition and
results of operations.

Fluctuations in the global economy may materially adversely affect the Russian economy and Polyus
Gold’s business.

The Russian economy is vulnerable to market downturns and economic slowdowns elsewhere in the world.
As has happened in the past, financial problems or an increase in the perceived risks associated with
investing in emerging economies could dampen foreign investment in Russia, and Russian businesses could
face severe liquidity constraints, further materially adversely affecting those businesses and the Russian
¢conomy. Additionally, the Russian ¢conomy remains poorly diversified and is largely dependent on the
natural resources sector. For example, as Russia produces and exports large amounts of oil and gas, the
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Russian economy is especially vulnerable to the price of oil and gas on the world market, and a decline in
the price of oil or gas could slow or disrupt the Russian economy. Russia is also a major producer and
exporter of metal products, and its economy is vulnerable to world commodity prices and the imposition of
tariffs and/or antidumping measures by the United States, the European Union or by other principal export
markets.

Polyus Gold’s assets will be subject to the risk of nationalization,

The Russian government has enacted legislation to protect property against nationalization. In the event that
Polyus Gold’s property is nationalized, legislation provides for fair compensation. However, there can be no
certainty that these protections would be enforced. This uncertainty is due to several factors, including
weaknesses in the judiciary and insufficient mechanisms to enforce judgments, as well as corruption among
state officials. In addition, it is possible that due to a lack of experience in enforcing these provisions, or due
to political change, legislative protections may not be enforced in the event of an attempted nationalization.
Nationalization of any of the assets of Polyus Gold or its subsidiaries, potentially with little or no
compensation, would have a material adverse effect on Polyus Gold. The concept of property rights is not
well developed in Russia and there is little experience in enforcing legislation enacted to protect private
property against naticnalization. As a result, Polyus Gold may not be able to obtain proper redress in the
courts and may not receive adequate compensation if in the future the state decides to nationalize some or
all of Polyus Gold’s assets. If this occurs, Polyus Gold’s business, results of operations and financial
condition could be harmed.

Political and Social Risks

Political and governmental instability could materially adversely affect the value of the Polyus Gold
Shares and, if the Level 1 ADR Program is created, the ADSs.

Since 1991, Russia has sought to transform itself from a one-party state with a centrally-planned economy
into a democracy with a market economy. As a result of the sweeping nature of the reforms, as well as the
failure of some of them, the Russian political system remains vulnerable to popular dissatisfaction,
including dissatisfaction with the results of privatizations in the 1990s, as well as to demands for autonomy
from particular regional and ethnic groups. Moreover, the composition of the Russian government, the
prime minister and the other heads of federal ministries has, at times, undergone frequent changes. For
example, six different prime ministers headed governments between March 1998 and May 2000. On
December 31, 1999, President Yeltsin unexpectedly resigned. Vladimir Putin was subsequently elected
president on March 26, 2000 and re-elected for a second term on March 14, 2004, Throughout his first term
in office, President Putin maintained governmental stability and accelerated the reform process. However, in
February 2004, President Putin dismissed his entire cabinet, including the prime minister, and on March 12,
2004, President Putin announced a far-reaching restructuring of the Russian government, with the stated
aim of making the government more transparent and efficient. The changes included, for example, reducing
the number of ministries from 30 to 16 and dividing the government into three levels: ministries, services
and agencies. In addition to the restructuring of the Russian federal government, election procedures have
recently been changed so that the executives of sub-federal political units are no longer directly elected by
population, but instead are nominated by the President of the Russian Federation and confirmed by the
legislature of the sub-federal political unit. Further, President Putin has proposed to eliminate individual
races in State Duma elections, so that voters would only cast ballots for political parties.

Future changes in government, major policy shifts or lack of consensus between various branches of the
government and economic groups could disrupt or reverse economic and regulatory reforms, which could

29




lead to a deterioration in Russia’s investment climate that might constrain Polyus Gold’s ability to obtain
financing in the international capital markets, hinder its access to raw materials, limit its sales in Russia and
otherwise harm Polyus Gold’s business and results of operations.

Any disruption or reversal of reform policies, recurrence of political or governmental instability or
occurrence of conflicts with powerful economic groups could have a material adverse effect on Polyus
Gold’s business and the value of investments in Russia, and the value of the Polyus Gold Shares and, if the
Level 1 ADR Program is created, the ADSs could decline.

Conflict between central and regional authorities and other conflicts could create an uncertain operating
environment, hindering Polyus Gold’s long-term planning ability and could materially adversely affect
the value of investments in Russia, including the value of 