AUNLRRAIE 1 ALUMINO

06036788

T
{

“RROD S.B.0. ‘”"Q
i

LAY 17 2006

SR |

PROCESSED
C MAY 192008

THOMSON
FINANCIAL

6

CQIERvA

vcmw\'mx:g% :

~-ORMATION




Financial Highlights

Years ended December 31

(In miflions except per pound amounts) 2005 2004
Net Sales $ 1,132.4 $ 1,060.7
Operating Income 126.9 160.4*
Cash Flow from Operations 134.9 105.8
Average Realized Price per Pound Shipped 86 .83
Pounds of Primary Aluminum Shipped 1,357.7 1,318.1

" Restated




Profile:

Century presently owns 815,000 metric tonnes
per year (mtpy) of primary aluminum capacy.
The company owns and operates a 244 000
mipy plant at Hawesville, Kentucky: a 170,000
mipy plant at Ravenswood, West Virginia: and

a 90,000 mtpy plant at Grundartangi, lceland
that is being expanded to 260,000 mipy. The
company alsc owns a 49.67-percent interest

In & 222,000 mtpy reduction plant at M. Holly,
South Carolina. With the completion of the
Grundartangi expansion, Century's total capacity
will stand at 785,000 mtpy by the fourth quarter
of 2007,

Century also holds a 50-percent share of the
1.25 million mtpy Gramercy Alumina refinery
in Gramercy, Louisiana and related bauxite
assets in Jamaica.

Century's corporate offices are located in
Monterey, California.
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Effective Annual Primary Aluminum Capacity
(Thousands of Metric Tonnes)
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Growing Capacity

A central feature of Century’s transformation has
been the growth in our primary aluminum capacity,
as shown in the chart above.

This growth has occurred through improved
operating practices, acquisitions and projects that
add new capacity to existing plants. We also are
examining opportunities to construct greenfield
capacity in Iceland.

Our major growth initiative is the current expansion
of the Nordural plant at Grundartangi in Iceland that
is shown in the photo at left. We are completing the
first phase of this $475-million project that will lift
the plant’s capacity from 90,000 metric tonnes per
year (mtpy) to 220,000 mtpy per year by the fourth
quarter of 2006. In a second phase, an additional
40,000 mtpy of capacity will begin operation in late
2007. These two projects will raise Century’s total
capacity to 785,000 mtpy.

CENTURY ALUMINUM 2005 ANNUAL REPORT
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DEAR SHAREHOLDER:

Our company enjoyed an outstanding year
in 2005. Among the year’s highlights:

¢ Revenues were a record $1.13 billion,
seven percent above those in 2004,

¢ Net cash from operating activities was a
record $135 million, up over 27 percent
from 2004.

* Operating income was $127 million; the
second highest in our history.

¢ Shipments of primary aluminum rose to
a record 615,842 metric tonnes.

— Hawesville Operations returned to
operating at full capacity in the fourth
quarter, with record metal production
in December.

— Metal production at Ravenswood
Operations was the highest in the
plant’s 50-year history.

— 2005 was our first full year of
ownership of Nordural, which has a
current capacity of 90,000 metric
tonnes per year (Mtpy).

e Employee safety performance was excellent
even as we increased our operating rates
and metal production to record levels.

CHAN
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¢ We continued our practice of selectively
selling metal forward to underpin cash
flow. Over the past two years, we entered
into financial contracts that settle during the
2006-2015 period. With the strong metal
prices that prevailed at year-end, the
market value of these financial contracts
declined from their value at inception.
The company recorded a mark-to-market
loss associated with these contracts, as
required by U.S. accounting principles.

¢ We managed the Nordural expansion
on-schedule and on-budget, and took
actions to facilitate further expansion in
lceland.

¢ We recruited a new team of skilled and
experienced executives.

Strong Aluminum
Fundamentals

QOur financial performance benefited from
strong metal prices. Led by China, worldwide
industrial production grew over four percent in
2005, while demand for aluminum increased
by nearly six percent. Surging demand drove
metal prices higher — spot prices peaked at
over $2,280 per tonne and averaged $1,895,
up nine percent over 2004 and the highest
level in the past 10 years. Prices have
strengthened further in 2006.




Net Cash From Operations

The near-term outlook for metal prices (Millions Of Dollars)

remains positive, led by extraordinary 10

demand growth in Asia. China, the world’s 120

largest consumer of primary aluminum, has 100

recently experienced double-digit growth 80

in demand for the metal. Given China’s 60

rapid economic growth, and the fact that 40 I ‘
per capita aluminum consumption in China 20 — i l
is only one-fourth of that in developed 0 —

, , , , 2001 2002 2003 2004 2005
economies, this trend is expected to continue.

A similar situation is emerging in India, where
per capita aluminum consumption is below
that of China.

Operating Income
(Millions Of Dollars)

The U.S., Western Europe and China — all 160
relatively high-cost production areas — currently 140
account for nearly half of global primary ]gg
aluminum production. In these regions, 80
primary aluminum capacity continues to 60
be constrained by high energy and alumina 40

costs — despite the strong metal prices 20

that exist at the present time. In the U.S.,
460,000 mtpy of capacity was idled in 2005.
In Europe, producers have announced the
closure of 375,000 mtpy of capacity. In China,
a number of reduction plants have announced

2001 2002 2003 2004 2005

Revenues

their intention to cut production in response (Millions Of Dollars)
to high power and alumina costs. 1200 ,

1000 . L
We believe that production constraints, 800 — —
combined with the significant lead-time oo — . ] | -
required to bring new, low-cost capacity 400 — | ; : .
on-stream, will make it difficult for worldwide 00— : -

demand growth to be met in the near-term. ' ‘ : ‘ 1
2001 2002 2003 2004 2005
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Century officers and directors visited Iceland in
September 2005 to review progress on the expansion
project at Nordural’s plant at Grundartangi. The group
also met with energy and municipal officials associated
with preliminary plans to build a greenfield reduction
plant in the Municipality of Reykjanesbaer.

Shown from left are: Bodvar Jonsson, Council Member,
Reykjanesbaer; Julius J. Jonsson, Managing Director,
Hitaveita Sudurnesja; Gerald J. Kitchen, Officer;

E. Jack Gates, Officer; Jack E. Thompson, Director;
Willy R. Strothotte, Director; Arni Sigfusson, Mayor,
Reykjanesbaer; Petur Johannsson, Managing Director,
Reykjanes Harbour; Craig A. Davis, Director and then
Chief Executive Officer; Ragnar Gudmundsson, Manager
Finance & Administration, Nordural; David Beckley, then
Officer; Peter C. McGuire, Officer; Daniel J. Krofcheck,
Officer; John P. O'Brien, Director; Roman A. Bninski,
Director; Robert E. Fishman, Director; Richard A.
Starkweather, Managing Director, Nordural; and

Fridrik Fridriksson, Manager-Energy Division,

Hitaveita Sudurnesja.
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Growth in Iceland

In May 2004, one month after acquiring
Nordural, we broke ground on a project

to more than double the capacity of the
Grundartangi plant to 212,000 mtpy. in
November 2004, we contracted for enough
electricity to extend the expansion to
220,000 mtpy.

Initial production from this $475 million
project began in February 2006 and the
expansion will be completed, as scheduled,
later this year. In spite of a significant appreci-
ation in the Icelandic krona against the U.S.
dollar, this project remains on budget. The
expansion will raise our worldwide primary
aluminum capacity to 745,000 mtpy by the
fourth quarter of 2006 and we should gain
the full benefit of this production in 2007 .



“ We have assembled an outstanding management team, and the transition process
has proceeded extremely well. The new team shares my enthusiasm for the future
of our business. | fully expect them to further expand Century and to improve upon
the growth in value that we've achieved over the past several years.”

Craig A. Davis

In April, we entered into an agreement with
electric energy producer Orkuveita Reykjavikur
for 65 megawatts of power with which to
further expand the Grundartangi plant to
260,000 mtpy by the fourth quarter of 2007.
The agreement is subject to the satisfaction

of certain conditions, but we are actively
exploring ways to accelerate this expansion.

We also are actively pursuing additional
growth in Iceland. In November, we signed

a joint action plan with the Reykjanesbaer
Municipality and the Invest in Iceland Agency,
which is owned by the Icelandic Ministry

of Industry and Commerce, to evaluate the
feasibility of building a new aluminum reduction
plant near Helguvik, approximately 30 miles
(48 kilometers) from the city of Reykjavik.

Management Succession

We are very pleased with the quality of the
new management team and the seamless
transition process.

Michael A. Bless joined the company as
Executive Vice President and Chief Financial
Officer; Robert R. Nielsen joined the company
as Executive Vice President, General Counsel
and Secretary. Mr. Bless succeeds David W.
Beckley while Mr. Nielsen succeeds Gerald J.
Kitchen. Mr. Beckley and Mr. Kitchen are
retiring, each after 10 years of service with
the company. In addition, Giulio Casello joined
Century in the newly created position of Vice
President of Bauxite and Alumina Operations.

Logan W. Kruger succeeded Craig A. Davis
as Chief Executive Officer. Mr. Kruger was
elected President; Mr. Davis will continue
to serve as Chairman of the company's
board of directors.

Mr. Kruger comes to Century from Inco,
Limited, a Canadian-based mining and
metals company that he joined in 2003
as Executive Vice-President, Technical
Services. More recently he was President,
Asia/Pacific Region with responsibility for
the Goro Nickel project in New Caledonia,
PT Inco operations in Indonesia and
business development throughout the
region. Before joining Inco, Mr. Kruger
held senior executive positions with
Anglo American, a large global mining
and resources company.

A native of South Africa, he is a graduate
of Witwatersrand University, and the
Management Development Program

at the University of South Africa.

COMPETING
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Plant Operations

Production levels at Mt. Holly, Nordural and
Ravenswood were above expectations for the
year. While the Hawesville plant experienced
higher than normal rates of pot failure during
the second and third quarters of the year,
this problem was fully resolved by the fourth
quarter of 2005. All four reduction plants now
are operating at full capacity. We are pleased
to report that safety results throughout the
company were excellent in 2005, setting
several plant records.

The Gramercy, Louisiana alumina refinery that
we own equally with Falconbridge (formerly
Noranda) is located 60 miles northwest of
New Orleans and was in the destructive path
of Hurricane Katrina. Three days of production
were lost, but no employees were injured and
no major damage was incurred. Gramercy'’s
costs, however, were adversely affected by
natural gas prices that more than doubled
between August and October as a result of
the storms.

Energy costs remain an ongoing and serious
challenge to the primary aluminum industry
in many parts of the world, including the
U.S. We are seeking constructive long-term
solutions for our power requirements at

the Hawesville reduction plant and for the
burdensome energy surcharges being
imposed on the Mt. Holly reduction plant

in South Carolina.

CENTURY ALUMINUM 2005 ANNUAL REPORT

Support and Help from Many

We would like to recognize all of our
employees for their commitment to operate
our plants safely and effectively in 2005. We
also wish to thank our directors and our small
corporate staff for successfully negotiating
the many challenges and opportunities of

the past year.

We appreciate the continued support of our
shareholders, customers and the many others
who worked to make 2005 a successful year
for our company.

Sincerely,

Craig A. Davis
Chairman of the Board

Logan W. Kruger
President and Chief Executive Officer

April 21, 2006

Left:

Logan W. Kruger
President and

Chief Executive Office

Right:
Craig A. Davis
Chairman of the Boar
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TEAMING
FOR SUCCESS

The company’s overall performance
must be measured by the daily efforts
of the people who manage and
operate our growing company.

The following pages highlight a
representative sample of the success
stories that were written during the
year by our skilled, talented and
dedicated employees.
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CORPORATE

Adopting New Software

Century completed the adoption of SAP
business software for consolidating financial
accounting and data management systems
at its three plants. SAP is the world’s leading
provider of business software with nearly
30,000 customers.

Benefits of the software include:
¢ A single set of business practices

e Improved controls for reporting, tracking
and storing data

» Centralization of common functions such
as accounts receivable in U.S. operations

¢ Improved regulatory compliance
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From left: Jim Rose, Nick Paulin,
John Beaver and Vicki Hunt

These benefits facilitate faster response times,

early detection and resolution of exceptions,
increased margins, higher customer satisfac-
tion and closer alignment of manufacturing
with business strategy.

Additional SAP software for the management
of maintenance, fixed assets, new projects
and human resources will be added soon at
minimal additional cost.

HAWESVILLE

Improving Employee Safety

A broad based reinvigoration of employee
safety programs was successfully completed
at Hawesville Operations in 2005. Minor
injuries were reduced by 65 percent while
serious injuries fell by 90 percent.

Safety performance was improved by:

® |ncreasing the involvement of department
and plant safety teams

¢ Creating a cooperative plan with the United
Steelworkers union local and the Kentucky

Occupational Safety and Health Administration

aimed at making the plant injury free

* Expanding employee awareness of
accident investigations, confined space
entry, electrical hazards, fall protection and
lock-out/tag-out procedures

¢ |nvesting in projects to update fall protection
equipment, enhance machine guarding and
reducing electrical hazards

CENTURY ALUMINUM 2005 ANNUAL REPORT
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From left:

Paul Goodall,
Mike Tanchuk,
Tony lvey and
Franklin Dupree

Automating Metal Casting

A $3-million project that fully automates the
casting of aluminum sows, the term commonly
used for blocks of aluminum weighing approxi-
mately 1300 pounds (590 kg), was completed
at Hawesville Operations in September. The
new line replaces a semi-automated one
formerly used to cast foundry ingot.

The metal being cast now is principally
high-purity aluminum used mainly in commer-
cial and military aircraft and aerospace applica-
tions. The Hawesville plant is believed to be
the world’s largest producer of high-purity
aluminum.

The new line greatly reduces production
costs, especially those for natural gas. The
cost reduction facilitated Century’s exit from
the less profitable foundry ingot market. The
line also improves product quality and working
conditions in the production center.

CENTURY ALUMINUM 2005 ANNUAL REPORT
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Improving Anode Quality

During 2005 and 2006, Hawesville
Operations expects to improve reduction
cell efficiency by raising the quality of the
carbon anodes that carry electricity through
a bath material composed of cryolite and
alumina in the reduction process. Anodes
affect production costs in their manufacture
and in cell efficiency.

The anode improvement program involves
capital expenditures of $2 million in 2005
and 2006. Cost saving are expected to total
up to $2 million a year.

CENTURY ALUMINUM 2005 ANNUAL REPORT
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PLACING

Bruce Fletcher
Dewain Titus
Frank Giberson

XS OF OCTOBER 9, 2005
= vA2RS WITHOUT AN INJURY

CURRENT EMPLOYEES ARE

Jack Harris Randy Ames Tom Ellysor
Mark Tullius Roger Linkous Troy Gum
Mike Wilson Tim Toothman .

14
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RAVENSWOOD

Working Smart,
Working Safe

gse Bob Gardper |

The Green Carbon Department and Electric
Shop at Century’s Ravenswood Operations
each supported the plant’s record-setting
performance in 2005 while maintaining an
equally strong performance in employee
safety.

The Green Carbon Department performs

the first step in the plant’s highly advanced
anode-making facility. Using a large and
powerful hydraulic press, it forms the "green”
anodes that then are baked in gas-fired
furnaces.

The department, working on a largely
self-directed basis, completed 60 months
of operation without a single injury.

The Electric Shop is responsible for maintain-
ing the large and complex electrical system
that is at the heart of the aluminum reduction
process. The Electric Shop in 2005 extended
to 42 months the period in which it operated
without a recordable safety incident, as
defined by the Occupational Health &

Safety Administration.

From left: Troy Gum, Tom Ellyson, Randy Armes,
Mike Wilson, Dewain Titus, Bruce Fletcher,

Mark Tul, Frank Giberson, Roger Linkous,

Jack Harris and Tim Toothman

CENTURY ALUMINUM 2005 ANNUAL REPORT 15
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Below from left: Chester Cooper, Randy Rice,
Tony Knotts, Bill Stevens, Terry Casto, Wes Holly,
Tom Crouser and Marc Shockey

Repairing Cells on Schedule

Aluminum production, as with most industrial
processes, is highly synchronized with many
interdependent steps. At Ravenswood, metal

production occurs in 672 cells, or pots, with R EAC H | N G
an average cathode life of about five years.
Maintaining full production requires uninter-

rupted delivery of pots that are repaired and
rebuilt after cathode failure.

Rebuilding the cells is the job of Pot Repair.
The group’s performance at Ravenswood was
flawless as a full complement of pots operated
throughout the year. The performance con-
tributed greatly to the plant’s record metal
production in 2005.

Cooperating to Raise
Metal Production

Enhanced teamwork is credited as a large
factor in the record-breaking performance
of Ravenswood Operations in 2005. The
clearest example of the inter-departmental
cooperation is that between Technical
and Potrooms.

Their close working relationship helped
produce a number of operating records,
including current efficiency, pounds of
metal produced per pot-day, and total
annual metal production.

From left: Chris Hart, Roy Casto, A G Brllhart,
Rich Easter, John Browning, Jeremiah Morrison,
Brett Morton, Rance Berry, Shawn Parsons and
Nathan Curfman
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“rom left: Sharon Gump, Angie Taylor, Linda Wilson, Tim McNabb,
iosita Bauer, Kellie Faber, Carolyn Schiefer and Bonnie Donchew
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Humanizing
Human Resources

The Human Resources Department at
Ravenswood faced a full measure of new
initiatives in 2005 that were personally
critical to their employee clients.

Following an employees-first credo, the
department implemented a number of new
initiatives including administrator changes
in its 401k and third party benefits, and a
new payroll system that uses SAP
business software.

Serving the Goals of Kids

The Ravenswood Youth Soccer League was
the beneficiary of Century's community
support efforts in 2005. Answering a
desperate need for a playing field, the league
was offered use of the Century Employees
Recreational Area (CERA), a picturesque,
420-acre facility near the company’s reduction
plant. The Ravenswood plant is one of the
largest employers in the area.

Caoalp o ll'll‘i -nuurm[n-
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NORDURAL

Inventing a "Quick Safe Operation"

The task of preheating relined or repaired

cells at Nordural is safer and less strenuous
now, thanks to a “flex transporter” invented by
Junius Gudjonsson, a shift leader in the potroom.
The process uses electricity as the heat source
and 20 aluminum flexes that ensure even current
distribution on the anodes. Moving the 30-kg
(66 Ibs.) flexes from one cell to another, however,
is difficult work. Junius modified an unused
“anode jacking frame” onto which flexes, clamps
and bolts are hooked and easily transported to
another cell. The process now is aptly named
"Quick Safe Operation."

Saving $2 Million in
Lining Costs and More

When its new Line #2 was being built, Nordural
turned to an 80-member team of newly hired
employees to install the refractory linings in the
steel shells that become the cathodes in the elec-
trolytic process used to make primary aluminum.
Previously Nordural used outside contractors for
this work. The decision produced savings of $2
million over the cost of outsourcing and created
a pool of potroom and casthouse operators who
now have a richer knowledge of the primary
aluminum process.

Team members first were trained on Nordural’s
Line #1, then in the lining process itself. The
lining crews work the same shift schedule as
the potrooms and the casthouse completing
one cell each day. The work ranges from
cathode rodding to lining and transporting
cells into the new potline.

CENTURY ALUMINUM 2005 ANNUAL REPORT
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Right: Pall Eggert Olason
and lvar Mar Jonsson
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Potroom operations at Nordural in

2005 were the best ever. Key performance
improvements since 1999 when the plant
began operation included:

e Metal production per pot-day
increased 5.2%.

e Current efficiency improved 1.6%.
¢ Energy consumption reduced 3.9%.
e Gross carbon consumption reduced 8.8%.

Converting to Electricity

Nordural successfully converted the energy
source for heating the second of its two hold-
ing furnaces from imported oil to electricity.
The cost of conversion is about $150,000.
The investment is returned in the first year

of operation from savings in energy costs.

At the same time, the energy source for
preheating of the ingot casting line also
was converted from liquid propane gas to
electricity. The heat is generated in three

66 kW reflector hoods, each containing two
elements. The result is reduced noise and
fumes, better control, and annual savings of
$120,000 on an investment of $150,000.

CENTURY ALUMINUM 2005 ANNUAL REPORT 21
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GRAMERCY ALUMINA
ST. ANN BAUXITE

Gramercy Alumina, equally owned by Century

and Falconbridge, operates an alumina refinery at
Gramercy, Louisiana. Located 60 miles northwest of
New Orleans on the Mississippi River, the plant was
in the ravaging path of Hurricane Katrina that struck
on August 28, 2005. Remarkably, there were no
personal injuries or major damage to the plant, but
three days of production were lost. Production at
Century’s Hawesville (KY) Operations, which

is dependent on Gramercy for its alumina, was
unaffected by the storm.

Major credit for the plant’s ability to withstand

the force of the hurricane was the execution of its
disaster plan and the dedication of its employees.
Executed with military precision, the main features
of the plan included:

¢ All decisions begin with employee safety

e An elaborate command structure with broad
internal and external communications capability

» Close monitoring of weather conditions

e |dentification of potential hazards, post-storm
actions and off-the-job safety precautions

The most critical element of the response was

the execution of the plan. After first confirming

that their families, friends and neighbors were safe,
teams of employees carried out the plan with skill
and courage, and with many remaining at the plant
throughout the duration of the incident.

The 2005 storm season earlier brought heavy
rains to Jamaica that reduced mining operations
at St. Ann Bauxite. Nevertheless, shipments of
the ore were sufficient to maintain normal refining
operations at Gramercy and at a third-party
customer. Credit for maintaining this critical link
in Century’s production process belongs to

St. Ann Bauxite employees.

CENTURY ALUMINUM 2005 ANNUAL REPORT

Below, from left: Paul Glahn, Shawn Kostelak,
Whitney Jasmine, Hugh Edwards, Charlie LaRose,
Anthony Vicknair, Claire Robein, Wil Day,

Travis Schexnaydre, Byron Laurent, Bill Cohea,

Lynn Blankenship, Gafy™Herrell, George Dankostiks:
and Lester May ;
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i From left: Curt Fordham, Ed Patz, Ramon
Gil, Steve Bacala, Paul Bledsoe, Luc Lemire,
Ray Ferrell and Chris Markerson

From left: Abe Lowe, V. Pat Parikh,
Scott Jones, Danny Millet,

Richard Kennedy, Shane St. Lucas
Montelaro, Nathan Price, Joe Tassin
and Steve Sliwinski
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MANAGEMENT’S D@$CUSS§@N AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion reflects our historical results of
operations, which do not include results from:

¢ the remaining 20% interest in Hawesville until acquired
in April 2003;

e our ownership of Nordural until acquired in late
April 2004, and;

* our ownership interest in the Gramercy assets until
acquired in October 2004.

Accordingly, the results for fiscal years 2003 and 2004 are
not fully comparable to the results of operations for fiscal
year 2005. Our historical results are not indicative of our
current business. You should read the following discussion
in conjunction with our consolidated financial statements
included herein.

Overview

We produce primary aluminum. The aluminum industry
is cyclical and the price of primary aluminum (which
trades as a commaodity) is determined by global supply
and demand. The key determinants of our results of
operations and cash flow from operations are as follows:

e Qur selling price is based on the LME price of primary
aluminum and fixed price sales contracts.

e Qur facilities operate at or near capacity, and
fluctuations in volume, other than through acquisitions,
generally are small.

¢ The principal components of cost of goods sold are
alumina, power, and labor, which in aggregate were
in excess of 70% of the 2005 cost of goods sold. Many
of these costs are covered by long-term contracts, as
described below.

Average realized price and cost of goods sold per

pound shipped are our key performance indicators.
Revenue varies significantly from period to period due

to fluctuations in the LME and Midwest price of aluminum.
Any adverse changes in the conditions that affect the
market price of primary aluminum could have a material
adverse effect on our results of operations and cash
flows. Revenue is also impacted by our hedging activities.
Fluctuations in working capital are influenced by the LME
and Midwest price of primary aluminum and by the timing
of cash receipts and disbursements from major customers
and suppliers.

Cost of goods sold, excluding alumina and energy costs,
is expected to remain relatively stable because our plants
operate near capacity and our major cost drivers are
covered by long-term contracts. Fluctuations in the cost
of alumina are expected as the pricing in these contracts,
except for the Gramercy alumina contract, is variable and
except for the Gramercy alumina contract, is based on
LME prices.

The long-term success of our U.S. facilities will depend

on our ability to operate these facilities at planned capacity
and to obtain or renegotiate long-term power, alumina, and
labor contracts at economic rates. Our long-term alumina
contracts for Ravenswood and a portion of Mt. Holly’s
requirements expire at the end of 2006. Given the
tightening of supply in the alumina market, we expect

our alumina costs to increase.

Power contracts for our U.S. facilities provide for primarily
fixed priced power through 2010, subject to adjustments
for fuel costs for Mt. Holly (the power costs at Mt. Holly
were $12.4 million higher in 2005 than 2004, primarily
due to fuel cost adjustments), and a possible adjustment
arising out of a rate case for Ravenswood. Hawesville's
unpriced power increases to 27% (130 MW) in 2007
through 2010. We are currently reviewing our options

for the unpriced power. We expect power rates for

the unpriced power to be significantly higher than the
rates paid under our current long-term power contracts.
Power contract pricing for Nordural is variable and based
on LME prices.

Labor agreements with the United Steelworkers of
America at our Hawesville and Ravenswood facilities
expire in 2006.

Through our ownership of Ravenswood, Hawesville and
Nordural, and our ownership interest in Mt. Holly, we

have an annual rated production capacity of approximately
617,000 metric tons of primary aluminum. Our annual
production capacity should increase to 745,000 metric tons
by the fourth quarter of 2006 with possible further increase
to 785,000 metric tons by the end of 2008 as a result of
expansions at Nordural.

Recent Developments

Alumina Supply Contract with Trafigura

On March 8, 20086, Century entered into a long-term
alumina supply contract with Trafigura for the supply

of alumina. Trafigura will supply approximately 125,000
metric tons per year of alumina beginning January 1, 2007,
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increasing to 220,000 metric tons after January 2008.
The contract pricing will be variable, based on the LME
price for primary aluminum.

Hawesville Electrical Power Supply Agreements

On February 21, 2006, Century signed an agreement
with Kenergy for the supply of a substantial portion of
the remaining unpriced electricity power requirements of
Hawesville through 20086, at fixed prices. Approximately
2.5% (or 12 MW) of Hawesville’s power requirements
though 2006 will be priced at variable market rates.

On December 6, 2005, we signed a memorandum of ‘
understanding with Big Rivers Electric Corporation and
Kenergy Corporation anticipating that the parties would
negotiate a contract to replace the current power supply
agreement that provides power to ‘

Key Long-Term Contracts

the Hawesville. The proposed new agreement, if
completed, would restructure and extend the existing
power supply contract from 2007 through 2023.

The Nordural Expansion

The start-up of Nordural’s expansion capacity began in
February 2006. We expect to reach full production capacity
of 220,000 metric tons annual production by the fourth
quarter of 2006. The expansion is expected to cost
approximately $475 million.

In connection with the expansion, we amended several
long-term contracts with the Government of Iceland, local
municipalities and the Faxafloahafnir sf. We amended

the Billiton Tolling Agreement increasing the volume to
130,000 metric tons per year effective upon completion
of the expansion. We have also agreed to an LME-based

Contract Customer Volume Term Pricing

Alcan Metal Agreement Alcan 276 to 324 million Through Variable, based on
pounds per year July 31, 2007 U.S. Midwest market

Glencore Metal Agreement | @ Glencore 50,000 metric January 2005 through Variable, LME-based
tons per year December 31, 2009

Glencore Metal Agreement 11 @ Glencore 20,000 metric January 2004 through Variable, based on
tons per year December 31, 2013 U.S. Midwest market

Southwire Metal Agreement 4 Southwire 240 million pounds Through Variable, based on

per year (high purity

March 31, 2011 U.S. Midwest market

molten aluminum)

60 million pounds per
year (standard-grade

Variable, based on
U.S. Midwest market

Through
December 31,2010

molten aluminum)

(1) Alcan has the right, upon 12 months notice, to reduce its purchase obligations by 50% under this contract.

(2) We account for the Glencore Metal Agreement | as a derivative instrument under SFAS No. 133. We have not designated the Glencore Metal Agreement | as "normal" because it
reptaced and substituted for a significant portion of a sales contract which did not qualify for this designation. Because the Glencore Meta! Agreement | is variably priced, we do
not expect significant variability in its fair value, other than changes that might result from the absence of the U.S. Midwest premium.

(3) We account for the Glencore Metal Agreement Il as a derivative instrument under SFAS No. 133. Under the Glencore Metal Agreement I, pricing is based on then-current market
prices, adjusted by a negotiated U.S. Midwest premium with a cap and a floor as applied to the current U.S. Midwest premium.

(4) The Southwire Metal Agreement will automatically renew for additional five-year terms, unless either party provides 12 months notice that it has elected not to renew.

Tolling Contracts

Contract Customer Term Pricing
Billiton Tolling Agreement (1@ BHP Billiton 130,000 mtpy Through December 2013 LME-based
Glencore Tolling Agreement @4 Glencore 90,000 mtpy Through July 2016 LME-based

(1) Substantially all of Nordural's existing sales consist of tolling revenues earned under a long-term Alumina Supply, Toll Conversion and Aluminum Metal Supply Agreement
{the "Billiton Tolling Agreement") between Nordural and a subsidiary of BHP Billiton Ltd {together with its subsidiaries, "BHP Billiton"}. Under the Billiton Tolling Agreement,
Nordural receives an LME-based fee for the conversion of alumina, supplied by BHP Billiton, into primary aluminum.

(2) In September 2005, Nordural and BHP Billiton amended the Billiton Tolling Agreement to increase the tolling arrangement from 90,000 metric tons to 130,000 metric tons of
the per annum production capacity at Nordura! effective upon the completion of the expansion.

(3) Nordural entered into a 10-year LME-based alumina tolling agreement with Glencore for 90,000 metric tons of the expansion capacity at Nordural. The term of the agreement

is expected to begin July 2006.

(4) In December 2005, Glencore assigned to Hydro 50% of its tolling rights under this agreement for the period 2007 to 2010. Nordural consented to the assignment.
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10-year alumina tolling contract with Glencore for 90,000
metric tons of the expansion capacity effective upon the
completion of the expansion. Power for the expansion
capacity will be purchased under a long-term LME-based
agreement with Hitaveita Sudurnesja hf ("HS") and
Orkuveita Reykjavikur ("OR"). Following completion of the

expansion, Nordural will have all the infrastructure and sup-

port facilities necessary for further expansion to 260,000
metric tons of annual production capacity. OR has agreed
to deliver power that will allow the further expansion to
260,000 metric tons by late 2008. We are considering
various options for financing the additional capacity.

Icelandic Greenfield Joint Action Plan

On November 8, 2005, we announced that Nordural signed
a joint action plan with the Reykjanesbaer Municipality, the
Invest in Iceland Agency, which is owned by the Ministry of
Industry and Commerce and the Trade Council of Iceland,
to further evaluate the possible construction of a new
aluminum smelter in the vicinity of Helguvik, approximately
30 miles from the city of Reykjavik. The joint action plan
will focus on the development of an industrial site, securing
power generation and transmission, satisfying environmen-
tal regulations and meeting other regulatory and adminis-
trative requirements. The joint action plan is scheduled for
completion no later than July 2006.

$100 Million Revolving Credit Facility

On September 19, 2005, we entered into a new five-year
$100.0 million senior secured revolving credit facility with
a syndicate of lending institutions. The new credit facility
replaced our previous $100.0 million senior secured
revolving credit.

" New Directors and Officers
On January 25, 2006, our Board of Directors (the "Board")
elected Jarl Berntzen to serve as a member of the Board
effective March 8, 2006.

On January 9, 2006, we announced that Michael A.

Bless would succeed David W. Beckley as Executive Vice
President and Chief Financial Officer of the Company
upon Mr. Beckley’s retirement on January 23, 20086.

In On December 13, 2005, Logan W. Kruger

was appointed President and Chief Executive Officer,
succeeding Craig A. Davis who retired effective December
31, 2005. Mr. Davis continues to serve as the Chairman

of our Board.

Key Long-Term Contracts

Primary Aluminum Sales Contracts

We routinely enter into market priced contracts for the sale -

of primary aluminum. A summary of Century’s long-term
primary aluminum sales contracts is provided at the
bottom of the previous page.

Key Long-Term Supply Agreements

Alumina Supply Agreements
We are party to long-term supply agreements with Glencore
that supply a fixed quantity of alumina to our Ravenswood
and Mt. Holly facilities at prices indexed to the price of
primary aluminum quoted on the LME. We recently entered
into a long-term supply agreement with Trafigura to supply
alumina beginning in 2007. We are party to a long-term
supply agreement with Gramercy Alumina LLC that sup-
plies a fixed quantity of alumina to Hawesville at prices
based on the alumina production costs at the Gramercy
refinery. A summary of these agreements is provided below.
Nordural toll converts alumina provided by BHP Billiton,
and will toll convert alumina provided by Glencore
beginning in 2006.

Facility Supplier Term Pricing

Ravenswood Glencore  Through Variable,
December 31, LME-based
2006

Mt. Holly Glencore  Through Variable,
December 31, LME-based
2006 (54% of
requirement)

Mt. Holly Glencore  Through Variable,
January 31, LME-based
2008 (46% of
requirement)

Hawesville " Gramercy Through Variable,

Alumina December 31, Cost-based

2010

Undesignated® Trafigura  January 1, Variable,
2007 through LME-based

December 31,
2013

(1) The alumina supply agreement with Gramercy Alumina LLC, which was entered
into on November 2, 2004, replaced our alumina supply agreement with Kaiser.

(2) The alumina supply contract with Trafigura will supply Century with 125,000 metric
tons in 2007 and 220,000 metric tons beginning in 2008 through 2013,
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Facility Supplier Term

Pricing

Ravenswood!"  Appalachian Power Company

Continuous

Fixed price

Mt. Holly South Carolina Public Through December 31 2015, Fixed price, with fuel cost adjustment
Service Authority clause through 2010; subject to a new
‘ fixed price schedule after 2010
Hawesville Kenergy Through December 31, 2010 Fixed price through 20086, 27% (or 130
MW) unpriced 2007 though 2010
Nordural @ Landsvirkjun Through 2019 Variable rate based on the LME price

for primary aluminum

(1) On February 18, 2005, Gentury of West Virginia signed an agreement with Appalachian Power Company for the supply of electricity to Ravenswood beginning January 1, 2006.
The agreement is continuous; however after an initial term of two years Century may give 12 months’ notice of cancellation. Power under the new agreement is priced under an
Appalachian Power tariff. Appalachian Power Company filed a rate case on September 26, 2005, seeking increases in its tariff rates. It has advised Century it expects those rates to

become effective July 1, 2008. We intend to contest the rate increase.

(2) In connection with the expansion of Nordural, Nordural entered into contracts with Hitaveita Sudurnesja hf. and Orkuveita Reykjavikur for the supply of the power required for 130,000
metric tons of the expansion capacity. Nordural may purchase additional electrical power under one of those contracts to support the further expansion of the facility. The rate for the

power supplied under both contracts is LME-based.

Electrical Power Supply Agreements

We use significant amounts of electricity in the aluminum
production process. A summary of these power supply
agreements is provided above.

Labor Agreements

Our labor costs at Ravenswood and Hawesville are
subject to the terms of labor contracts which generally
have provisions for annual fixed increases in hourly
wages and benefits adjustments. The six labor unions
represented at Nordural operate under a labor contract
that establishes wages and work rules for covered
employees. The employees at Mt. Holly are employed
by Alcoa and are not unionized. A summary of key
labor agreements is provided below.

Application of Critical Accounting Policies

Our significant accounting policies are discussed in Note 1
of the consolidated financial statements. The preparation of
the financial statements requires that management make
subjective estimates, assumptions and judgments

in applying these accounting policies. Those judgments

are normally based on knowledge and experience about
past and current events and on assumptions about future
events. Critical accounting estimates require management

to make assumptions about matters that are highly uncer-
tain at the time of the estimate and a change in these
estimates may have a material impact on the presentation
of our financial position or results of operations. Significant
judgments and estimates made by our management
include expenses and liabilities related to pensions and
other postemployment benefits and forward delivery
contracts and financial instruments.

Pension and Other Postemployment Benefit Liabilities
We sponsor various pension plans and also participate

in a union sponsored multi-employer pension plan for the
collective bargaining unit employees at Hawesville. The
liabilities and annual income or expense of our pension and
other postemployment benefit plans are determined using
methodologies that involve several actuarial assumptions,
the most significant of which are the discount rate and the
long-term rate of asset return.

In developing our expected long-term rate of return
assumption for pension fund assets, we -evaluated input
from our actuaries, including their review of asset class
return expectations as well as long-term inflation assump-
tions. Projected returns are based on historical returns of
broad equity and bond indices. We also considered our
historical 10-year compound returns. We anticipate that
our pension investments will generate long-term rates

Facility Organization Term

Hawesville USWA Through March 31, 2006
Ravenswood USWA Through May 31, 2006

Mt. Holly Not unionized Not Applicable

Nordural 0 Icelandic labor unions Through 2008 December 31,
Gramercy USWA Through September 30, 2010
St. Ann @ Jamaican labor unions Through December 31, 2007@)

(1) The Nordural union employees approved the current labor contract in April 2005. The contract’s provisions, including wage increases and increases in pension payments, were

retroactive to January 1, 2005.

(2) St. Ann has two labor unions, the University and Allied Workers Union (the "UAWU"} and a smaller union covering certain salaried employees. St. Ann renegotiated the UAWU labor
contracts in 2005 and the labor agreement will expire on April 30, 2007. On February 14, 2008, the salaried employees' labor union agreed to a labor contract that will expire on

December 31, 2007.
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of return of 9.0%. Our expected long-term rate of return is
based on an assumed asset allocation of 65% equity funds
and 35% fixed-income funds.

Discount Rate Selection
It is our policy to select a discount rate for purposes of

- measuring obligations under the pension and retiree med-
ical plans by matching cash flows separately for each plan
to yields on zero coupon bonds. We use the Citigroup
Pension Liability Index for determining these vyields.

The Citigroup Pension Liability Index was specifically
developed to meet the criteria set forth in paragraph 186
of FAS 106. The published information at the end of each
calendar month includes spot rate yields (zero coupon
bond yield estimates) in half year increments for use

in tailoring a discount rate to a particular plan's projected
benefit cash flows. The Citigroup Pension Liability Index
rate represents the discount rate developed from these
spot rate yields, based on the pattern and duration of the
benefit payments of a typical, large, somewhat mature
pension plan.

The individual characteristics of each plan, including
projected cash flow patterns and payment durations,

have been taken into account, since discount rates are
determined on a plan-by-plan basis. We will generally
select a discount rate rounded to the nearest 0.25%,
unless specific circumstances provide for a more appropri-
ate non-rounded rate to be used. We believe the projected
cash flows used to determine the Citigroup Pension
Liability Index rate provide a good approximation of the
timing and amounts of our defined benefits payments
under our plans and no adjustment to the Citigroup
Pension Liability Index rate has been made.

Therefore, as of December 31, 2005, Century has selected
a discount rate of 5.50% for all of the post retirement and
post-employment plans and 5.25% for and our worker’s
compensation plans.

Although the duration of the Supplemental Executive
Retirement Benefits ("SERB") Pian is slightly shorter than
the Salaried Plan, Century Aluminum will also use a 5.50%
discount rate for this plan. Because we do not believe that
the difference in duration is significant, and because the
obligations of the SERB are very small in comparison to the
other plans, we feel that the disclosure of a single rate that
was used for the majority of the obligations will enhance
the reader’s understanding of the employee benefit foot-
note, rather than a weighted average rate that may compli-
cate any determinations the reader may have.

We have modified our approach for selecting a discount
rate. For prior valuations, we looked to the yields on high
quality corporate bond indices at the measurement date,
such as Moody's Aa, and made any adjustments, as

appropriate, based on differences between the index and
our plans. We changed our approach because Moody's
was no longer reliable for purposes of selecting a discount
rate for the Century plans, and the method now used
provides for a more precise method of determining an
appropriate discount rate. In accordance with SFAS No.
87, this change is a change in basis of estimation, not a
change in method of applying an accounting principle.

Lowering the expected long-term rate of return by 0.5%
(from 9.0% to 8.5%) would have increased our pension
expense for the year ended December 31, 2005 by approx-
imately $0.3 million. Lowering the discount rate assump-
tions by 0.5% would have increased our pension expense
for the year ended December 31, 2005 by approximately
$0.4 million.

Century provides postemployment benefit plans that pro-
vide health care and life insurance benefits for substantially
all retired employees of our U.S. based operations. FAS
106 requires the accrual of the estimated cost of providing
postretirement benefits during the warking careers of those
employees who could become eligible for such benefits
when they retire. We fund these benefits as the retirees
submit claims. i

Measurement of our postretirement benefit obligations
requires the use of several assumptions about factors

that will affect the amount and timing of future benefit pay-
ments. The assumed health care cost trend rates are the
most critical assumptions for measurement of the postre-
tirement benefits obligation. Changes in the health care
cost trend rates have a significant effect on the amounts
reported for the health care benefit obligations.

Century assumes medical inflation is initially 9%, declining
to 5% over six years and thereafter. A one-percentage-
point change in the assumed health care cost trend rates
would have the following effects in 20086:

One One
Percentage Percentage

{in thousands) Point Increase  Point Decrease

Effect on total of service

and interest cost components $ 1,381 $ (1,275
Effect on accumulated
postretirement benefit obligation $ 32,915  § (26,115)

Forward Delivery Contracts and Financial Instruments

We routinely enter into market priced physical and fixed-
priced financial contracts for the sale of primary aluminum
and the purchase of raw materials in future periods. We
apply the provisions of SFAS No. 133, "Accounting for
Derivative Instruments and Hedging Activities, as amend-
ed," in accounting for these types of contracts. For those
physical delivery contracts which management believes are
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Results of Operations

Percentage of Net Sales

2005 2004 2003
Restated Restated
Net sales 100.0% 100.0% 100.0%
Cost of goods sold (85.7) (82.5) (94.5)
Gross profit 14.3 17.5 5.5
Selling, general and administrative expenses (8.1) (2.4) (2.6)
Operating income 11.2 15.1 . 2.9
Interest expense ‘ (2.3) (3.8) (5.5)
Interest income 01 0.1 -
Loss on early extinguishment of debt (0.1) (4.5) -
Other expense - (0.1) 0.1)
Net gain (loss) on forward contracts (27.2) (2.0) ‘ 33
income (loss) before income taxes, minority interest,
equity in earnings of joint venture and cumulative
effect of change in accounting principle (18.3) 4.8 0.6
Income tax benefit (expense) 7.1 (1.7) : (0.1
Income (loss) before minority interest, equity in
earnings of joint venture and cumulative effect
of accounting change (11.2) 3.1 0.5
Minority interest ‘ - - 0.1
Equity in earnings of joint venture 0.9 0.1 -
Income (loss) before cumulative effect
of change in accounting principle (10.3) 3.2 0.6
Cumulative effect of change in accounting principle — - (0.8)
Net income (loss) (10.3)% 3.2% (0.2)%

The following table sets forth, for the periods indicated, the pounds and the average sales price per pound shipped:

Primary Aluminum

} Direct Toll
Metric Tons Pounds (000) $/Pound Metric Tons Pounds (000) $/Pound
2005 .
Fourth Quarter 132,712 292,581 $ 0.88 23,302 51,372 $ 0.69
Third Quarter 129,555 285,619 0.83 23,435 51,665 0.64
Second Quarter 130,974 288,748 0.86 23,025 50,761 ) 0.67
First Quarter 130,083 286,783 0.88 22,756 50,168 0.67
Total 523,324 1,153,731 $ 0.86 92,518 203,966 $ 0.67
2004
Fourth Quarter 133,940 295,287 $ 0.87 23,324 51,421 $ 0.64
Third Quarter 132,893 292,978 0.83 23,232 51,218 0.61
Second Quarter @ 133,726 294,816 0.82 16,148 35,600 0.60
First Quarter 134,601 296,743 0.78 — - -
Total 535,160 1,179,824 $ 0.83 62,704 138,239 $ 0.62
2003
Fourth Quarter 130,141 286,912 0.72 — - $ -
Third Quarter 132,706 292,567 0.69 — — -
Second Quarter ™ 131,552 290,023 0.68 - - -
First Quarter 116,592 257,040 $ 0.70 — — —
Total 510,991 1,126,542 $ 0.69 - - $ -

{1) The table includes the results from our additional 20% interest in Hawesville since its acquisition in April 2003.
{2) The table includes the results from our purchase of Nordural since its acquisition in Aprit 2004.
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probabie of future delivery, such contracts are classified as
normal purchases and normal sales and are not accounted
for as derivatives.

The aluminum-based financial and physical delivery
contracts that are derivatives, as provided for in current
accounting standards, are marked-to-market using the
LME spot and forward market for primary aluminum.
Because there is no quoted futures market price for the
U.S. Midwest premium component of the market price for
primary aluminum, it is necessary for management to esti-
mate the U.S. Midwest premium. Fluctuations in the LME
price of primary aluminum have a significant impact on
gains and losses included in our financial statements from
period to period. Unrealized gains and losses are either
included in Other comprehensive income (loss) (for cash
flow hedges) or Net gain (loss) on forward contracts (for
derivative instruments), depending on criteria as provided
for in the accounting standards.

The forward natural gas purchase contracts are marked-to-
market using the NYMEX spot and forward market for natu-
ral gas. Fluctuations in the NYMEX price of natural gas can
have a significant impact on gains and losses included in
our financial statements from period to period. We have
designated these forward contracts as cash flow hedges
for forecasted natural gas transactions in accordance with
the provisions of SFAS No. 133 (as amended). We assess
the effectiveness of these cash flow hedges quarterly. The
effective portion of the gains and losses are recorded in
other comprehensive income (loss) and subsequently
reclassified into earnings when the forecasted transaction
affects earnings. The ineffective portion of the gain or loss
is reported in earnings immediately.

The principal contracts affected by these standards

and the resulting effects on the financial statements are
described in Note 14 to the consoclidated financial state-
ments included herein.

Results of Operations

The table to the left sets forth, for the years indicated,

the percentage relationship to net sales of certain items
included in our Statements of Operations. The following
table includes the results from our additional 20% interest
in Hawesville since its acquisition in April 2003, the results
from our purchase of Nordural since its acquisition in April
2004 and the results from our interest in the Gramercy
assets since its acquisition in October 2004.

Year Ended December 31, 2005 Compared
to Year Ended December 31, 2004

Net sales: Net sales for the year ended December 31,
2005 increased $71.6 million or 7% to $1,132 million.
Higher price realizations for primary aluminum in 2005,

due to an improved LME price and Midwest premium for
primary aluminum, contributed an additional $41.7 million
in sales. This amount was partially offset by a $21.5 million
decrease in direct shipment revenues. Direct shipments
were 26.1 million pounds less than the previous year due to
reduced pot count at Hawesville and fewer days in 2005
versus 2004. The additional revenue provided by Nordural
tolling activities for the year ended December 31, 2005
contributed $51.4 million to the 2005 net sales increase.

Gross profit: For the year ended December 31, 2005,
gross profit decreased $23.6 million to $161.7 million.
Improved price realizations net of increased alumina costs
improved gross profit by $42.6 million. Increased shipment
volume, the result of the Nordural acquisition, contributed
$11.6 million in additional gross profit. Offsetting these
gains were $77.8 miilicn in net cost increases comprised
of: higher raw material costs and replacement of pot cells,
$22.9 million; increased cost of Gramercy alumina, $19.5
million; higher power and natural gas costs, $17.6 million;
increased net amortization and depreciation charges, $6.2
million; increased pension and other post-employment ben-
efit accruals, $3.3 million and other increased

spending, $8.3 million.

Selling, general and administrative expenses: Selling,
general and administrative expenses for the year ended
December 31, 2005 increased $9.9 million to $34.8 million
relative to the same period in 2004. Approximately 63%,

" or $6.2 million of the increase, was a result of increased

compensation and pension expense, with the remaining
increase associated with increased professional fees and
other general expenses. In addition, allowance for bad
debts was reduced $0.6 million in 2004, reflecting the
settlement of a claim.

Interest expense, net: Interest expense for the year
ended December 31, 2005 declined $14.9 million to $24.3
million. The reduction in interest expense was a direct
result of our refinancing activities during the year 2004.

Net gain/loss on forward contracts: For the year

ended December 31, 2005, net loss on forward contracts
was $309.7 million as ‘compared to a net loss on forward
contracts of $21.5 million for the same period in 2004. The
loss reported for the year ended December 31, 2005 was
primarily a result of mark-to-market losses associated with
our long term financial sales contracts with Glencore that
do not gqualify for cash flow hedge accounting. The losses
reported for the year ended December 31, 2004 primarily
relate to the early termination of a fixed price forward sales
contract with Glencore.

Loss on early extinguishment of debt: For the year
ended December 31, 2005, we recorded a loss of $0.8
million with the redemption of the remaining $9.9 million of
outstanding 11.75% senior secured first mortgage notes.
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For the year ended December 31, 2004, we recorded a
loss of $47.4 million for the cost of tendering the first
mortgage notes.

Tax provision: We recorded an income tax benefit for the
year ended December 31, 2005 of $80.7 million, a change
of $98.9 million from the recorded tax expense of $18.2
million for the year ended December 31, 2004. The change
in the tax provision is due to changes in the income (loss)
before income taxes and the discontinuance of accrual for
United States taxes on Nordural’s earnings, resulting from
a decision made in 2005 that such earnings would remain
invested outside the United States indefinitely. These items
were partially offset by changes in equity in earnings of
joint ventures.

Equity in earnings of joint venture: Equity in earnings
from the Gramercy and SABL investments, which were
acquired on October 1, 2004, was $10.7 million for the year
ended December 31, 2005. These earnings represent our
share of profits from third party bauxite, hydrate and
chemical grade alumina sales.

Year Ended December 31, 2004 Compared
to Year Ended December 31, 2003

Net sales. Net sales for the year ended December 31,
2004 increased $278.3 million or 36% to $1,060.7 million.
Higher price realizations for primary aluminum in 2004,
due to an improved LME price and Midwest premium for
primary aluminum, contributed an additional $155.4 million
in sales. Shipment volume increased 191.5 million pounds,
primarily associated with the Nordural acquisition beginning
in late April 2004 and the acquisition of the additional 20%
interest in Hawesville beginning in April 2003. Tolling
revenues from the Nordural acquisition contributed an
additional $85.4 million in net sales. The remaining

$37.5 million increase was associated with increased
direct shipment volumes.

Gross profit. For the year ended December 31, 2004,
gross profit improved $141.9 million to $185.3 million.
Improved price realizations net of increased alumina costs
improved gross profit by $120.9 million with increased
shipment volume, primarily a result of Nordural acquisition
in April 2004 and the acquisition of the additional 20%
interest in Hawesville beginning in April 2003, contributing
$36.8 million in additional gross profit. Offsetting these
gains were increased power costs due to lower efficiencies
and price, $7.7 million; raw material quality issues, $4.6
million; and costs associated with the replacement of pot
cells and its effect on operational performance, $3.5million.

Selling, general and administrative expenses. Selling,
general and administrative expenses for the year ended
December 31, 2004 increased $4.1 million from the same
period in 2003. The increase was primarily a result of
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incentive compensation expense accruals and increased
fees associated with Sarbanes Oxley Section 404
compliance work during the year.

Interest expense, net: Interest expense during the year
ended December 31, 2004 declined $4.3 million to $39.2
million. The change in interest expense was a direct resuilt
of our refinancing activities in 2004.

Net gain/loss on forward contracts. For the year ended
December 31, 2004, net loss on forward contracts was
$21.5 million as compared to a net gain on forward con-
tracts of $25.7 million for the same period in 2003. The
loss and gain reported for the years ended December 31,
2004 and December 31, 2003, respectively, primarily
relate to the early termination in 2003 of a fixed price
forward sales contract with Glencore and the improved
LME price and Midwest premium for primary aluminum

in the current period.

Loss on early extinguishment of debt. For the year
ended December 31, 2004, we recorded a loss on early
extinguishment of debt of $47.4 million for the one-time
cost of tendering the first mortgage notes.

Tax provision. Income tax expense for the year ended
December 31, 2004 increased $17.1 million due to the
changes in income before income taxes discussed above.

Equity in earnings of joint venture: Equity in earnings
from the Gramercy assets, which were acquired on October

1, 2004, was $0.8 million in the current period.

Liquidity and Capital Resources

Our principal sources of liquidity are cash flow from
operations and available borrowings under our revolving
credit facility and Nordural's term loan facility. We believe
these sources of cash will be sufficient to meet our near-
term working capital needs. We have not determined the
sources of funding for our long-term debt service repay-
ment requirements; however, it is likely that these sources
would include cash flow from operations, available borrow-
ing under our revolving credit facility and to the extent
necessary and/or economically attractive, future financial
market activities. Our principal uses of cash are operating
costs, payments of interest on our outstanding debt, the
funding of capital expenditures and investments in related
businesses, working capital and other general corporate
requirements.

As of December 31, 2005, we had $671.9 million of indebt-
edness outstanding, including $175.0 million of principal
under our 1.75% convertible senior notes, $250.0 million
of principal under our 7.5% senior notes, $222.0 million of
indebtedness outstanding under the term loan outstanding
at Nordural, $8.1 million of borrowings under our revolving



credit facility, $7.8 million of principal under our industrial
revenue bonds, and $9.0 million indebtedness outstanding
for various site loans at Nordural. More information con-
cerning the various debt instruments and our borrowing
arrangements is available in Note 6 to the Consolidated
Financial Statements included herein,

Adjusted Working Capital

Adjusted Working Capital Calculation as of December 31,

2005 2004
(dollars in thousands) Restated
Current assets $ 294,493 $ 285,774
Current liabilities (467,045) (387,458)
Working capital (172,552) (101,684)
Adjustments ;
Convertible senior notes 175,000 175,000
Industrial revenue bonds 7,815 7,815
Adjusted working capital $ 10,263 $ 81,131

(1) The Convertible senior notes mature in 2024. The Industrial revenue bonds mature
2028. Due to certain features of these debt instruments, they are classified as
current liabilities. For example, the Convertible senior notes are classified as current
because they may be converted by the holder at any time.

Our adjusted working capital decreased during 2005
because our Due to Affiliates liability increased, primarily as
a result of the mark-to-market of derivative contracts with
Glencore that settle in 2006. We expect working capital to
increase as the Nordural expansion comes on line in 2006.
With the exception of Nordural and mark-to-market adjust-
ments on our derivative contracts, we do not anticipate sig-
nificant changes in working capital.

Capitai Resources

Capital expenditures for 2005 were $298.1 million,

$280.1 million of which was related to the expansion
project at Nordural, with the balance principally related to
upgrading production egquipment, maintaining facilities
and complying with environmental requirements. We
anticipate capital expenditures of approximately $15.0 to
$20.0 million in 2006, exclusive of the Nordural expansion.
The Nordural expansion will require approximately $134.0
million of capital expenditures in 2006. Through December
31, 2005, we had outstanding capital commitments related
to the Nordural expansion of $89.9 million. Our cost
commitments for the Nordural expansion may materially
change depending on the exchange rate between the U.S.
dollar and certain foreign currencies, principally the euro

and the Icelandic krona. As of December 31, 2005, we had
no hedges to mitigate our foreign currency exposure.

Historical

Our Statements of Cash Flows for the years ended
December 31, 2005, 2004 and 2003 are summarized in
the table below. .

Net cash from operating activities of $134.9 million in 2005
was $29.1 million higher than the same period in 2004.
Exclusive of the $50.3 million cash payment in 2004 for the
tender premium plus accrued interest for the refinancing of
our first mortgage notes, net cash from operating activities
decreased $21.2 million in 2005. This decrease was a
direct result of lower gross profit, offset by lower debt
service costs related to the 2004 debt refinancing.

Net cash from operating activities of $105.8 million in
2004 was $18.4 million higher than the same period in
2003. Exclusive of the $35.5 million settlement received

in 2003 from the termination of a primary aluminum sales
contract and entering into the Glencore Metal Agreement |
for the years 2005 through 2009 and the $50.3 million cash
payment in 2004 for the tender premium plus accrued
interest for the refinancing of our first mortgage notes, net
cash from operating activities increased $104.2 million in
2004. This increase was a direct result of improved price
realizations and the added margin contributions from
Nordural which was acquired in April 2004.

Net cash used in investing activities in 2005 was $305.3
million, an increase of $30.0 million from 2004. Exclusive
of the net acquisition cost of $7.0 million for a Southwire
contingency payment in April 2005, related to the
Hawesville acquisition in 2001, the combined net acquisi-
tion cost of Nordural in April 2004 and the Gramercy
assets in October 2004 of $198.6 million, net cash used
in investing activities increased $221.6 million. Purchases
of property, plant and equipment, including the Nordural
expansion costs, were $298.1 million in 2005 as compared
to the purchases of property, plant and equipment of
$75.0 million in 2004,

Century’s net cash used in investing activities in 2004
was $275.3 million, an increase of $196.6 miilion from
2003. The combined net acquisition cost of Nordural in
April 2004 and the Gramercy assets in October 2004 was
$198.6 million as compared to the net acquisition cost for
the additional 20% interest in Hawesville in April 2003 of

(dollars in thousands) 2005 2004 2003
Net cash provided by operating activities $ 134,936 $ 105,828 $ 87,379
Net cash used in investing activities (305,339) (275,286) (78,695)
Net cash {used in) provided by financing activities 143,987 185,422 (25,572)
Increase (decrease) in cash and cash equivalents $ (26,416) $ 15,964 $ (16,888)
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$59.8 million. Purchases of property, plant and equipment,
including the Nordural expansion costs, were $75.0 million
in 2004 as compared to the 2003 purchases of property,
plant and equipment of $18.9 million.

Net cash provided by financing activities during 2005
was $144.0 million, a decrease of $41.4 million from the
previous year. During 2005, we borrowed $222.9 million
under Nordural’s new term loan facility, borrowed $8.1
million under our revolving credit facility, and received
proceeds from the issuance of common stock of $1.4
million. The additional borrowings were partially offset by
debt repayments of $83.3 million, consisting of payments
of $9.9 million for the remaining first mortgage notes
tendered in a debt refinancing, $68.5 million for the prior
Nordural term loan facility and $4.9 million for other
miscellaneous debt payments. Additionally, we paid $5.1
million of financing fees for Nordural’s new term loan
facility and our revolving credit facility.

Net cash provided by financing activities during 2004 .
was $185.4 miliion, an increase of $211.0 million from

the previous year. The increase was primarily due to the
issuance of $425.9 million of debt, and the issuance of
$215.8 million of common stock. This increase was partially
offset by debt repayments of $439.9 million, consisting of
$315.1 million for the first mortgage notes tendered in a
debt refinancing, $106.9 million for the Nordural term loan
facility, $14.0 million for the repayment of the Glencore
note, and $3.9 million for other miscellaneous debt pay-
ments. Additionally, Century paid $13.1 million of financing
fees for the debt issued in the fourth quarter of 2004 and
$3.3 million payment of accrued preferred dividends in

the second quarter of 2004.

Contractual Obligations

In the normal course of business, we have entered into
various contractual obligations that will be settled in cash.
These obligations consist primarily of long-term debt
obligations and purchase obligations. The expected future
cash flows required to meet these obligations are shown in
the table below. The purchase obligations consist of long-
term supply contracts for alumina and electrical power.
The OPEB obligations includes the estimated benefit pay-
ments through 2015 for our other postretirement benefits
plans. Other long-term liabilities include asset retirement
obligations and workers’ compensation liabilities and
pension contributions. More information is available

about these contractual obligations in the notes to the
Consolidated Financial Statements inciuded herein.

Environmental Expendijtures
and Other Contingencies

We have incurred and in the future will continue to incur
capital expenditures and operating expenses for matters
relating to environmental control, remediation, monitoring
and compliance.

The aggregate environmental related accrued liabilities
were $0.5 million and $0.6 million at December 31, 2005
and December 31, 2004, respectively. We believe that com-
pliance with current environmental laws and regulations is
not likely to have a material adverse effect on our financial
condition, results of operations or liquidity; however, envi-
ronmental laws and regulations may change, and we may
become subject to more stringent environmental laws and
regulations in the future.

Payments Due by Period

(dollars in millions) Total 2006 2007 2008 2009 2010 Thereafter
Long-term debt $ 6719 $ 06 $ 30.1 $ 286 $ 287 $ 1453 $ 438.6
Estimated interest payments @ 2721 37.9 37.0 35.2 34.3 25.7 102.0
Purchase obligations © 1,565.8 427 1 298.8 220.1 214.7 213.0 192.1
OPEB obligations @ 76.9 5.0 5.6 6.2 6.9 7.6 456
Other long-term liabilities ® 189.3 71 6.5 10.4 6.3 6.3 152.7
Total $2,776.0 $ 4777 $ 378.0 $ 300.5 $ 2909 $ 3979 $ 931.0

(1) Debt includes principal repayments on the 7.5% senior notes, 1.75% convertible senior notes, the IRBs, borrowing on our revolving credit facility, and the Nordural debt.

(2) Estimated interest payments on our long-term debt are based on several assumptions, including the borrowing under the term loan facility for the Nordural expansion project and
assumptions for the interest rates for our variable rate debt. Our variable rate debt is based primarily on the Eurodollar rate plus an applicable margin. We assume that the Eurodollar
rate will be 4.50% in 2006 increasing to 5.00% in 2009 and remaining steady thereafter. The IRB’s interest rate is variable and our estimated future payments based on a rate of
3.30%. In addition, we assume the 7.5% senior notes due 2014 and 1.75% convertible senior notes due in 2024 will remain outstanding until their respective due dates. The
borrowings on our revolving credit facility are assumed to remain outstanding through 2010 (the term of the credit facility) and the interest rate is assumed to be 7.0%.

(3) Purchase obligations include long-term alumina, electrical power contracts, anode contracts and the Nordural expansion project commitments. Nordural's power contracts and our
domestic alumina contracts, except for our Gramercy alumina contract, are priced as a percentage of the LME price of primary aluminum. We assumed an LME price of $1,900 per
metric ton for 2008, $1,800 per metric ton for 2007, $1,650 per metric ton for 2008 and $1,550 per metric ton thereafter for purposes of calculating expected future cash flows for
these contracts. Our Gramercy long-term alumina contract has variable cost-based pricing. We used GAL cost forecasts to calculate the expected future cash flows for this contract.
The Nordural anode contract and some Nordural expansion contract commitments are denominated in euros, We assumed a $1.20/Euro conversion rate to estimate the obligations

under these contracts.

{4) includes the estimated benefit payments for our OPEB obligations through 2015, which are unfunded.

{5) Cther long-term liabilities inciude our expected pension contributions, SERB benefit payments, workers' compensation benefit payments, estimated tax payments and asset retirement
obligations. Expected benefit payments for the SERB plans, which are unfunded, are included for 2006 through 2015. Cur estimated contributions to the pension plans are included
for 2006. Estimated contributions for 2007 and beyond are not included in the table because these estimates would be heavily dependent upon assumptions about future events,
including among other things, future regulatory changes, changes to tax laws, future interest rates levels and future return on plan assets. Asset retirement obligations consist primarily
of disposal costs for spent potliner. The amount and timing of these costs are estimated based on the number of operating pots and their expected pot life.
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We have planned environmental capital expenditures of
approximately $1.8 million for 20086. In addition, we expect
to incur operating expenses relating to environmentatl
matters of approximately $11.4 million, $11.9 million, and
$12.5 million in 2006, 2007 and 2008, respectively. These
amounts do not include any projected capital expenditures
or operating expenses for our joint venture interest in the
Gramercy assets. As part of our general capital expenditure
plan, we also expect to incur capital expenditures for other
capital projects that may, in addition to improving opera-
tions, reduce certain environmental impacts. See Note 13
"Coemmitments and Contingencies."

Century’s income tax returns are periodically examined
by various tax authorities. We are currently under audit
by the Internal Revenue Service ("IRS") for the tax years
through 2002. In connection with such examinations, the
IRS has raised issues and proposed tax deficiencies. We
are reviewing the issues raised by the IRS and pian to
contest the proposed tax deficiencies. We believe that
our tax position is well-supporied and, based on current
information, do not believe that the outcome of the tax
audit will have a material impact on our financial condition
or results of operations.

We are a defendant in several actions relating to various
aspects of our business. While it is impossible to predict
the ultimate disposition of any litigation, we do not believe
that any of these lawsuits, either individually or in the
aggregate, will have a material adverse effect on our
financial condition, results of operations or liquidity.

See ltem 3, "Legal Proceedings."

Recently Adopted Accounting Standards

In March 2005, the FASB issued Interpretation No.

("FIN") 47, "Accounting for Conditional Asset Retirement
Obligations," which clarifies certain guidance used in SFAS
No. 143, "Accounting for Asset Retirement Obligations."
We adopted FIN 47 in December 2005 and recorded an
adjustment to our asset retirement obligations.

When we initially adopted SFAS No. 143 in 2003, we
recognized asset retirement obligations related to the
disposal of spent pot liner used in the reduction cells of
our facilities. In our initial calculation of the asset retirement
obligations, we included our costs to remove the spent
potliner as part of our asset retirement obligations. Under
FIN 47, these removal costs should not have been included
in our asset retirement obligations and should have been
accounted for as maintenance costs. The adoption

of FIN 47 did not have a material effect on our financial
position, statement of operations, and liquidity.

In December 2004, the Financial Accounting Standards
Board ("FASB") issued SFAS No. 123(R), "Share Based
Payment." This Statement is a revision of FASB Statement

No. 123, "Accounting for Stock-Based Compensation" and
supersedes Accounting Principles Board ("APB") Opinion
No. 25, "Accounting for Stock Issued to Employees.” This
statement focuses primarily on accounting for transactions
in which a company obtains services in share-based pay-
ment transactions. This Statement will require us to recog-
nize the grant date fair value of an award of equity-based
instruments to employees and the cost will be recognized
over the period in which the employees are required to
provide service. The Statement is effective for fiscal year
2006 and thereafter. "

We have adopted SFAS No. 123 (R) effective January 1,
2006. We have elected to use the Modified Prospective
Application Method. Under this method, we will recognize
the fair value of employee stock-based compensation
awards as compensation cost beginning January 1, 20086.
SFAS No. 123 (R) will apply to new awards granted subse-
quent to our adoption and for any portion of previous
awards that had not vested as of January 1, 2006. The
compensation cost recognized from the unvested awards
will be based on the original grant-date fair value used

to calculate our pro forma financial disclosure under SFAS
No. 123. We would recognize stock-based compensation
expense before income tax benefit of approximately $3.3
million ($1.8 million in 2006, $1.2 million in 2007, and $0.3
million in 2008) related to the stock option awards out-
standing at December 31, 2005.

Recently Issued Accounting Standards

In November 2004, the FASB issued SFAS No. 151,
"Inventory Costs." This Statement amends the guidance in
Accounting Research Bulletin No. 43, Chapter 4, "Inventory
Pricing" to clarify the accounting treatment for certain
inventory costs. In addition, the Statement requires that the
allocation of production overheads be based on the facili-
ties’ normal production capacity. The Statement is effective
for fiscal year 2006 and thereafter. We are currently assess-
ing the Statement and have not yet determined the impact
of adopting SFAS No. 151 on our financial position and
results of operations,
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QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Commodity Price Sensitivity

We are exposed to the price of primary aluminum. We
manage our exposure to fluctuations in the price of primary
aluminum by selling aluminum at fixed prices for future
delivery and through financial instruments, as well as by
purchasing alumina under supply contracts with prices tied
to the same indices as our aluminum sales contracts (the
LME price of primary aluminum). Our risk management
activities do not include any trading or speculative transac-
tions. The following table shows our forward priced sales
as a percentage of our estimated production capacity.

Apart from the contracts described under "Key Long-Term
Primary Aluminum Sales Contracts," we had forward
delivery contracts to sell 107,546 metric tons and 113,139
metric tons of primary aluminum at December 31, 2005 and
December 31, 2004, respectively. Of these forward delivery
contracts, we had fixed price commitments to sell 4,643
metric tons and 6,033 metric tons of primary aluminum at
December 31, 2005 and December 31, 2004, respectively,
of which, 186 metric tons at December 31, 2005 were with
Glencore (none in 2004).

Financial Sales Agreements

To mitigate the volatility in our unpriced forward delivery
contracts, we enter into fixed price financial sales con-
tracts, which settle in cash in the period corresponding

to the intended delivery dates of the forward delivery con-
tracts. Certain of these fixed price financial sales contracts
are accounted for as cash flow hedges depending on our
designation of each contract at its inception. Glencore is
our counterparty for all of these financial sales contracts.
Substantially all of the contracts accounted for as deriva-
tives contain clauses that trigger additional shipment vol-
ume when the market price for a contract month is above
the contract ceiling price. If the market price exceeds the
ceiling price for all contract months through 2015, the

Forward Priced Sales as
of December 31, 2005

maximum additional shipment volume would be 760,800
metric tons. These contracts will be settied monthly.

We had no fixed price financial contracts to purchase
aluminum at December 31, 2005 or December 31, 2004.

Additionally, to mitigate the volatility of the natural gas mar-
kets, we enter into fixed price financial purchase contracts,
accounted for as cash flow hedges, which settle in cash in
the period corresponding to the intended usage of natural
gas. One decatherm ("DTH") is equivalent to one million
British Thermal Units ("BTU").

Natural Gas Fixed Price Financial

Purchase Contracts as of:
December 31,

(Thousands of DTH) 2005 2004
2005 - 2,880
2006 1,680 480
2007 780 480
2008 480 480
Total 2,940 4,320

On a hypothetical basis, a $100 per metric ton increase

in the market price of primary aluminum is estimated to
have an unfavorable impact of $17.4 million after tax on
accumulated other comprehensive income for the contracts
designated as cash flow hedges, and $50.3 million on net
income for the contracts designated as derivatives, for the
period ended December 31, 2005 as a result of the forward
primary aluminum financial sales contracts outstanding at
December 31, 2005.

On a hypothetical basis, a $1.00 per DTH decrease in

the market price of natural gas is estimated to have an
unfavorable impact of $1.9 million after tax on accumulated
other comprehensive income for the period ended Decem-
ber 31, 2005 as a result of the forward natural gas financial
purchase contracts outstanding at December 31, 2005.

20061 20079 20082 2009@ 2010®@ 2011-2015@

Base Volume:

Pounds (000} 437,381 374,565 240,745 231,485 231,485 826,733
Metric tons 198,393 169,900 109,200 105,000 105,000 375,000
Percent of capacity 28% 22% 14% 14% 14% 10%
Potential additional volume: &

Pounds {000} 55,556 111,113 220,903 231,485 231,485 826,733
Metric tons 25,200 50,400 100,200 105,000 105,000 375,000
Percent of capacity 4% 7% 13% 14% 14% 10%

(1} The forward priced sales in 2006 exclude January 2006 shipments to customers that are priced based upon the prior month’s market price.

(2) Certain financial contracts included in the forward priced sales base volume for the period 2006 through 2015 contain clauses that trigger potential additional sales volume when the
market price for a contract month is above the base contract ceiling price. These contacts will be settled monthly and, if the market price exceeds the ceiling price for all contract
months through 2015, the potential sales volume would be equivalent to the amounts shown above.
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Primary Aluminum Financial
Sales Contracts as of:

December 31, 2005

December 31, 2004

Cash Flow Cash Flow
(Metric Tons) Hedges Derivatives Total Hedges Derivatives Total
2005 - - - 193,083 - 193,083
2006 142,750 51,000 193,750 142,750 25,200 167,950
2007 119,500 50,400 169,900 119,500 50,400 169,900
2008 9,000 100,200 109,200 9,000 75,000 84,000
2009 ‘ - 105,000 105,000 - 75,000 75,000
2010 - 105,000 105,000 - 75,000 75,000
2011-2015 - 375,000 375,000 - - -
Total 271,250 786,600 1,057,850 464,333 300,600 764,933

Our metals and natural gas risk management activities are
subject to the control and direction of senior management.
These activities are regularly reported to Century’s board
of directors.

This quantification of our exposure to the commodity price
of aluminum is necessarily limited, as it does not take into
consideration our inventory or forward delivery contracts,
or the offsetting impact on the sales price of primary
aluminum products. Because all of our alumina contracts,
except Hawesville’s alumina contract with Gramercy

for Hawesville, are indexed to the LME price for primary
aluminum, they act as a natural hedge for approximately
10% of our production. As of December 31, 2005,
approximately 49% (excluding 25,200 metric tons of
potential additional volume under our derivative sales
contracts) of our production for 2006 was either hedged
by the alumina contracts, Nordural electrical power and
tolling contracts, and/or by fixed price forward delivery
and financial sales contracts.

Nordural. Presently, substantially all of Nordural’s
revenues are derived from a Toll Conversion Agreement
with a subsidiary of BHP Billiton Ltd. whereby Nordural
converts alumina provided to it by BHP Billiton into primary
aluminum for a fee based on the LME price for primary
aluminum. Because of this agreement, Nordural’s revenues
are subject to the risk of decreases in the market price of
primary aluminum; however, Nordural is not exposed to
increases in the price for alumina, the principal raw material
used in the production of primary aluminum. In addition,
under its power contract, Nordura! purchases power at a
rate which is a percentage of the LME price for primary
aluminum, providing Nordural with a natural hedge against
downswings in the market for primary aluminum.

Nordural is exposed to foreign currency risk due to
fluctuations in the value of the U.S. dollar as compared to
the euro and the Icelandic krona. Under its Toll Conversion
and power contracts, Nordural’s revenues and power costs
are based on the LME price for primary aluminum, which

is denominated in U.S. dollars. There is no currency risk
associated with these contracts. However, Nordural’s labor
costs are denominated in Icelandic krona and a portion of
its anode costs are denominated in euros. As a result, an
increase or decrease in the value of those currencies

relative to the U.S. dollar would affect Nordural's
operating margins.

Nordural does not currently have financial instruments to
hedge commodity or currency risk. Nordural may hedge
such risks in the future, including the purchase of aluminum
put options to hedge Nordural’'s commodity risk.

Interest Rates

Interest Rate Risk. Century’s primary debt obligations at
December 31, 2005 were the $250.0 million of outstanding
senior unsecured notes, $175.0 million of outstanding
convertible notes, the Nordural debt, inciuding $222.0
million of borrowings under Nordural’s term loan facility,
$8.1 million of borrowing under the revolving credit facility,
and the $7.8 million in industrial revenue bonds. The senior
unsecured notes and convertible notes bear a fixed rate

of interest, so changes in interest rates do not subject
Century to changes in future interest expense with respect
to these borrowings. Borrowings under our revolving credit
facility are at variable rates at a margin over LIBOR or the
bank base rate, as defined in the revolving credit facility.
The industrial revenue bonds bear interest at variable

rates determined by reference to the interest rate of
similar instruments in the industrial revenue bond market.
At December 31, 2005, Nordural had approximately $231.0
million of long-term debt consisting primarily of obligations
under the Nordural term loan facility. Borrowings under
Nordural’s term loan facility bear interest at a margin

over the applicable Eurodollar rate. At December 31,

2005, Nordural had $224.1 million of liabilities which

bear interest at a variable rate.

At December 31, 2005, Century had $240.0 million of vari-
able rate borrowings. A hypothetical one percentage point
increase in the interest rate would increase our annual inter-
est expense by $2.4 million, assuming no debt reduction.
We do not currently hedge our interest rate risk, but may
do so in the future through interest rate swaps which would
have the effect of fixing a portion of our floating rate debt.

Our primary financial instruments are cash and short-term
investments, including cash in bank accounts and other
highly rated liquid money market investments and govern-
ment securities.
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MIANAGEMENT'S ANNUAL REPORT ON INTERNAL
CONTRROL OQVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining an
adequate system of internal controls over financial reporting for the
company. This system is designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with
generally accepted accounting principles. Because of its inherent
limitations, a system of internal controls over financial reporting can
provide only reasonable assurance and may not prevent or detect
misstatements. Further, because of changes in conditions, effective-
ness of internal controls over financial reporting may vary over time.
Our system of internal controls contains self-monitoring mechanisms,
and actions are taken to correct deficiencies as they are identified.

As required by Section 404 of the Sarbanes-Oxley Act, management
conducted an evaluation of the effectiveness of the system of internal
controls over financial reporting for the year ended December 31,
2005. Management’s evaluation was based on the framework in
internal Control - Integrated Framework issued by the Committee

of Sponsoring Organizations (COSO) of the Treadway Commission.
Based on this evaluation, management concluded that our system
of internal controls over financial reporting was effective as of
December 31, 2005. Management’s assessment of the effectiveness
of our internal control over financial reporting has been audited

by Deloitte and Touche LLP, an independent registered public
accounting firm, as stated in their report under the heading

"Report of Independent Registered Public Accounting Firm."
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REPORT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of Century Aluminum Company:

We have audited the accompanying consolidated balance
sheets of Century Aluminum Company and subsidiaries
(the "Company") as of December 31, 2005 and 2004, and
the related consolidated statements of operations, share-
holders' equity, and cash flows for each of the three years
in the period ended December 31, 2005. These financial
statements are the responsibility of the Company's man-
agement. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with the standards
of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the account-
ing principles used and significant estimates made by
management, as well as evaluating the overall financial
statement presentation. We believe that our audits

provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial position
of Century Aluminum Company and subsidiaries as of
December 31, 2005 and 2004, and the results of their
operations and their cash flows for each of the three years
in the period ended December 31, 2005, in conformity with
accounting principles generally accepted in the United
States of America.
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We have also audited, in accordance with the standards of
the Public Company Accounting Oversight Board (United
States), the effectiveness of the Company's internal control
over financial reporting as of December 31, 2005, based on
the criteria established in internal Control — Integrated
Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report
dated March 14, 2006 expressed an ungualified opinion on
management's assessment of the effectiveness of the
Company's internal control over financial reporting and an
ungualified opinion on the effectiveness of the Company's
internal control over financial reporting.

As discussed in Note 3 to the consolidated financial state-
ments, in 2005 the Company changed its method of
accounting for its last-in, first out ("LIFO") inventory and,
retroactively, restated the 2004 and 2003 consolidated
financial statements for the change. Also, as discussed in
Note 15 to the consolidated financial statements, on
January 1, 2003, the Company adopted Statement of
Financial Standards No. 143, Accounting for Asset
Retirement Obligations.

OM “ Y omdha LLp

DELOITTE & TOUCHE LLP

Pittsburgh, Pennsylvania
March 14, 2006



REPORT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of Century Aluminum Company:

We have audited management's assessment, included

in the accompanying Management’s Annual Report on
Internal Control over Financial Reporting, that Century
Aluminum Company and subsidiaries (the "Company")
maintained effective internal control over financial reporting
as of December 31, 2005, based on criteria established in
Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway
Commission. The Company's management is responsible
for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of
internal control over financial reporting. Our responsibility is
to express an opinion on management's assessment and
an opinion on the effectiveness of the Company's internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the standards
of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan

and perform the audit to obtain reasonable assurance
about whether effective internal control over financial
reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal
control over financial reporting, evaluating management's
assessment, testing and evaluating the design and operat-
ing effectiveness of internal control, and performing such
other procedures as we considered necessary in the
circumstances. We believe that our audit provides a
reasonable basis for our opinions.

A company's internal control over financial reporting is

a process designed by, or under the supervision of, the
company's principal executive and principal financial offi-
cers, or persons performing similar functions, and effected
by the company's board of directors, management, and
other personnel to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance
with generally accepted accounting principles. A compa-
ny's internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of
the company; (2) provide reasonable assurance that trans-
actions are recorded as necessary to permit preparation

of financial statements in accordance with generally
accepted accounting principles, and that receipts and

expenditures of the company are being made only in accor-
dance with authorizations of management and directors of
the company; and (3) provide reasonable assurance regard-
ing prevention or timely detection of unauthorized acquisi-
tion, use, or disposition of the company's assets that could
have a material effect on the financial statements.

Because of the inherent limitations of internal control over
financial reporting, including the possibility of collusion or
improper management override of controls, material mis-
statements due to error or fraud may not be prevented or
detected on a timely basis. Also, projections of any evalua-
tion of the effectiveness of the internal control over financial
reporting to future periods are subject to the risk that the
controls may become inadequate because of changes in
conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, management's assessment that the
Company maintained effective internal control over financial
reporting as of December 31, 2005, is fairly stated, in all
material respects, based on the criteria established in
Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway
Commission. Also in our opinion, the Company maintained,
in all material respects, effective internal control over
financial reporting as of December 31, 2005, based on

the criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of
the Public Company Accounting Oversight Board (United
States), the consolidated financial statements as of and for
the year ended December 31, 2005 of the Company and
our report on those financial statements, dated March 14,
2006 expresses an unqualified opinion and includes an
explanatory paragraph as to the change in method of
accounting for inventory and the adoption of Statement

of Financial Accounting Standards No. 143, Accounting
for Asset Retirement Obligatio