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December 22, 2010

PRESS RELEASE 
On merger of OJSC “Uralkaly” with OJSC “Silvinit” 
__________________________________________________________________________________
The Investor Protection Association (the IPA) is concerned about the situation around the merger of OJSC “Uralkaly” and OJSC “Silvinit”.

On December 20 the Board of Directors of OJSC “Silvinit” approved of the conversion ratios for ordinary and preferred stocks of the companies to be applied for purposes of the envisaged merger with OJSC “Uralkaly”. These ratios are claimed to be calculated so as to meet interests of shareholders of both companies.
At the same time, despite the fact that both companies do similar business and have comparable production and financial indicators, “Silvinit” will receive only 39% of the unified company’s business (which is by 25% below the fair value). Moreover, preferred shares of “Silvinit” which according to the charter of the company give the right to the same or even higher dividends than ordinary shares were evaluated with a 61% discount to ordinary stocks which is unprecedented and drastically differs from discounts of 11-20% applied in recent transactions, such as restructuring of RAO “UES of Russia” and establishment of the unified “Rostelecom”.
In connection with the above it should be noted that to appraise “Silvinit” for purposes of creation of one of the largest mining companies they have engaged such a “well-known” company as “Bureau of business appraisal” (with 57th position in the rating of appraisal companies compiled by RA “Expert” for 2009). It is a known fact that to make an appraisal of “Silvinit” it took “Bureau of business appraisal” only a week from the moment of closing the respective agreement.

Proceeding from the above the position of the representative of OJSC “Akron” on the Board of Directors of “Silvinit” who voted against the conditions of the merger appears to be absolutely logical. However, taking into consideration that among shareholders and members of the Board of Directors of “Silvinit” apart from “Akron” and its representative there are large entrepreneurs with a vast business experience it seems rather strange and beyond understanding what made other directors to vote for the knowingly unprofitable transaction. It is also not clear what recommendations did Merrill Lynch for shareholders and management of “Silvinit”.
“During the last several days we have been approached by a large number of shareholders who disagree with terms and conditions of the transaction. We ask all shareholders to vote against the merger subject to the proposed terms at the shareholders meeting scheduled for February 4, 2011. We insist that conditions of the merger should be revised. Taking into account that “Uralkaly” and its shareholders have publicly announced their intention to set up a company in line with the best corporate governance principles I hope for a positive outcome in this situation”, IPA executive director Denis Kulikov said.
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