FERREXPO'

Producing iron ore pellets
for over 30 years
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OVERVIEW




Highlights 2011

Key Figures

Full Capacity

Production volumes from own ore
Production of 9.1 million tonnes
(2010: 9.0 million tonnes)

+38"

Revenue
Group revenue increased to

US$1.8 hillion (2010: US$1.3 hillion)
US cents

6 . 6 per share

Total dividend per share

Final dividend of 3.3 US cents per
share in line with 2010

Ferrexpo plc

Ferrexpo Poltava Mining pit: 30 million tonnes of crude ore are excavated each year 3 =4

+5”

Production of Premium 65% Fe
pellets (own ore)

Ferrexpo produced 4.3 million tonnes
of higher quality 65% Fe pellets

+3/7"

EBTIDA'
Group EBITDA increased to
US$801 million (2010: US$585 million)

+/5"

Capital investment as % of net
operating cash flows

Capital investment increased to
US$378.3 million (2010: US$166.8 million)

+2%

Sales volumes
Sales volumes increased 2%
to 9.8 million tonnes

+34"

Diluted earnings per share

Group diluted EPS increased to 97.0

US cents per share (2010: 72.2 US cents
per share)

23

Net debt
Net debt reduced to
US$80.2 million (2010: US$104.4 million)

1 The Group calculates EBITDA as profit from continuing operations before tax and finance plus depreciation and amortisation and non-recurring exceptional items included in other

income and other expenses, and the net of gains and losses from disposal of investments, property, plant and equipment.
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Ferrexpo at a Glance Reserves and Resources

Ferrexpo produces iron
ore pellets, which are a

- premium input used in
steel production.

Compared with iron ore
fines and lump, pellets
improve blast furnace
productivity in the steel
production process.

Brovarskoye Kharchenkovskoye Zarudenskoye Galeshinskoye  Yeristovskoye  Gorishne-Plavninskoye

H and Lavrikovskoye
Manuilovskoye e 0

Belanovskoye

Vasilievskoye
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Ferrexpo plc

Chairman’s and Chief Executive Officer’s Statement

Introduction

The Group’s growth projects gained
momentum as investment increased to

record levels at approximately 75% of
operating cash flows. This is part of Ferrexpo’s
strategy to upgrade and modernise existing
mining facilities and to access new ore so as to
increase pellet production output by one third
from 2013 onwards and, following further
Board approvals, to 20 milion tonnes. These
projects are proceeding on budget

and schedule.

In 2011, Ferrexpo developed its resource base,
expanded and strengthened its customer mix,
maintained a competitive cost of production,
improved the quality of its product and

expanded its logistics capabilities while
ensuring sufficient financial liquidity. This has
positioned the Group favourably for the short
and medium-term, increasing value to all
stakeholders — employees, customers, its
country of operation and shareholders.

Results and Dividend

Group revenue increased by 38% to US$1.8
billion for the 12 months ended 31 December
2011 (2010: US$1.3 billion), primarily driven by
higher sales prices. The Group’s C1 cash
cost! of production increased by 28% to
US$50.7 per tonne, compared to the average
C1 cash cost in 2010 of US$39.7 per tonne.

Left to right.
Kostyantin Zhevago,
Chief Executive Officer,
Michael Abrahams,
CBE DL, Chairman.

Prices of key inputs increased in line with
world market prices for commodities, in
particular energy and steel. This accounted
for 56% of the C1 cash cost increase. Local
costs were higher due to Ukrainian producer
price inflation of 19%. Continued progress in
the Business Improvement Programme
(‘BIP”) improved efficiencies, and production
at full capacity further enabled maximum
absorption of the fixed cost base. The
Ukrainian Hryvnia remained stable against
the US Dollar during the period.

Overall EBITDA rose by 37% to US$801
million (2010: US$585 million). Group profit
after tax increased to US$575 million (2010:
US$425 million).

Operating cash flow after interest and tax and
before acquisitions was US$503 million for
the period (2010: US$380 million). Capital
expenditure amounted to US$378 million
(2010: US$167 million) with the increase
reflecting higher spend on growth projects.

At the period end, Ferrexpo had net debt of
US$80 million (2010: US$104 million).

The Board’s strategy remains to fund capital
expenditure out of operating cash flows and to
pay a modest, consistent dividend throughout

1 The C1 cash cost of production per tonne is defined
as the cash costs of production of iron pellets from own
ore, divided by production volume, from own ore, and
excludes non-cash costs such as depreciation, pension
costs and inventory movements, costs of purchased ore,
concentrate and production cost of gravel.



the economic cycle, while maintaining
adequate liquidity to develop the significant
project pipeline. The Directors therefore
recommend a final dividend in respect of
profits generated for the Group in 2011 of 3.3
US cents per Ordinary Share (2010 final
dividend: 3.3 US cents per Ordinary Share) for
payment on 1 June 2012 to shareholders on
the register at the close of business on 4 May
2012. The dividend will be paid in UK Pounds
Sterling with an election to receive US Dollars.

Market Environment

In 2011 China’s crude steel output grew 9%
to 696 million tonnes, an increase of 56 million
tonnes. Global steel production in 2011 grew
7% to a record 1.5 billion tonnes. Asia
accounted for 65% of the global production
(source: World Steel Association).

As a result of the growth in steel production,
especially in China, the average realised price
for iron ore was an industry record in 2011.
This reflected a 35% fall in the China CFR
index price for 62% Fe fines in September
2011 from US$181 per tonne to a low of
US$117 per tonne in October, before the
price recovered towards the year end.

A key factor in price realisation and contract
performance throughout the year was the
continued evolution of the iron ore price setting
mechanism. In China, the period of duration for
calculating the average price was shortened,
with many of the major iron ore producers
moving to monthly time periods. In most other
markets, the leading producers continued to
follow a quarterly pricing mechanism which
moved to the average quarter of loading
following the fall in the spot price in September
and October. Such a move assisted contract
performance, in contrast with the second half
of 2008, when contract prices did not
immediately adjust to the changing market
conditions and subsequently resulted in
customers being reluctant to fulfil their
contractual commitments.

In this market environment, Ferrexpo has
continued as a price follower but has made
significant strides towards:

1. Establishing Index Linked Pricing:
During the year, Ferrexpo established index
linked pricing using the average for the
quarter of loading as the preferred pricing
mechanism. This move was aligned with that
of the major iron ore suppliers who moved to
a similar pricing methodology for the October
to December quarter. This is the first step
towards ensuring that Ferrexpo achieves
prices in line with its international peer group.

2. Capitalising on its Geographic
Proximity to Major Steel Markets:
Ferrexpo successfully loaded its first capesize
ship in May, allowing it to realise significant
freight cost benefits as compared to using
smaller panamax vessels. By the end of
2011, nine capesize ships had been loaded
reducing freight costs, for that volume,
by approximately US$7 per tonne.

3. Strengthening its Customer Base:

It is the Group’s strategy to expand sales to
high quality customers and to develop new
customer relationships in Asia. Sales volumes
to Asia increased to 40% of total sales
compared to 27% in 2010. The increased
Asian sales included additional trial shipments
to target blue chip customers in the region.
The Group intends to maintain such
geographic diversity in the sales portfolio.

As Ferrexpo increases its production and
sales volumes and targets growth regions,
dependence on some traditional markets is
expected to decrease. Reliance on these
markets was reduced to 44% of total sales
in 2011 from 55% of sales in 2010.

As a result of the above developments, the
Group achieved satisfactory pricing during the
year under review. While market prices have
moderated so far in 2012, and are not
expected to reach the highs of 2008 or 2011,
the Group still believes that they will be above
average historic levels. Meanwhile, Ferrexpo
will continue with its programme of
developing its customer base and shipping
capabilities as well as increasing the quality
of its pellets supplied to global markets.

Production

In 2011, Ferrexpo Poltava Mining (‘FPM’), the
Group’s current mining operation, achieved
one of its best production years in history,
once again operating at full capacity
throughout the year. The Division produced
9,063 thousand tonnes of pellets from own
ore compared to 9,033 thousand tonnes of
pellets produced in 2010. Over the last 10
years, production, from own ore, has doubled
on a 100% Fe equivalent basis.

Ferrexpo has made significant strides towards
improving the quality of its pellet output.

2011 was FPM’s best performance on record
regarding the production of its Premium

65% Fe pellets, from own ore, which
increased 5% to 4,256 thousand tonnes.

The production of pellets from purchased
third party concentrate was the second
highest in the Group’s history, despite lower
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availability in local markets. 747 thousand
tonnes of pellets were produced from
purchased concentrate compared to 998
thousand tonnes in 2010. Total pellet
production, including pellets processed
from purchased concentrate, for 2011,
was 9,810 thousand tonnes compared

to 10,031 thousand tonnes in 2010.

The current level of production from own
ore represents full mining capacity of
approximately 30 million tonnes per year
(30% average iron content). This is expected
to remain at this level until first ore from the
Ferrexpo Yeristovo Mining (‘FYM’) deposit

is achieved at the end of 2012 (see Capital
Investment below).

Health and Safety

In accordance with the Group’s clearly stated
policy to improve safety standards, Ferrexpo
is pleased to report that there were no
fatalities at its mines in 2011, and that the
lost-time injury frequency rate (‘LTIFR’) at FPM
fell to 0.82 per million man hours worked, the
lowest rate in its history (2010: 1.43). FYM
experienced no lost-time injuries during the
year which was a major accomplishment.
Overall, the Group’s total LTIFR in 2011

was 0.77 as compared to 1.46 in 2010.

The management of Ferrexpo fosters a
culture of safety in the organisation, linking
safety performance to remuneration. The
Group has regular safety audits by DuPont
and is determined to follow international

best practice as well as to set the standard
for mining companies operating in the
Commonwealth of Independent States (‘CIS’).

Cost Environment

In common with all metals and mining
producers, the cost environment in 2011 was
impacted by commodity price increases and
inflation in Ukraine. Specifically, the full year
impact of higher energy prices, following the
oil price hike at the end of 2010, as well as
increased prices for steel grinding bodies,
resulted in higher operating costs overall for
the Group. Ferrexpo’s C1 cash cost increased
by 28% to US$50.7 per tonne.

Within this environment, Ferrexpo focused

on limiting cost inflation through production
increases and BIP initiatives aimed at reducing
consumption norms. For the year, BIP reduced
the C1 cash cost of production by 1.8%, in line
with the Group’s annual target of 1% to 2%.

70% of total operating costs are in Ukrainian
Hryvnia. In 2011, the Hryvnia remained stable
against the US Dollar compared to 2010 at
approximately UAH8 per US Dollar.

MIINHGIAO
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Chairman’s and Chief Executive Officer’s Statement

Ferrexpo is well placed, in the lowest quartile
of the global pellet cost curve, to sustain its
competitive position should iron ore pricing
decrease. In the meantime, it will invest up to
80% of cash flows after operating activities
in the expansion and modernisation of the
existing mine and processing facilities as well
as in new mining operations, starting with
FYM. This investment should further ensure
that Ferrexpo at least maintains its position on
the pellet cost curve.

Capital Investments

Ferrexpo is currently investing substantial sums
of money into its mining complex to increase
the quality and volume of its production output,
thereby underpinning future profit and earnings
growth. The approved investment programmes
are on schedule and will increase the Group’s

These projects are progressing on time and
to budget and are discussed fully in the
operating review.

After this first phase of investment, Ferrexpo
intends to increase further its production
output by another 60% to 20 million tonnes
by 2016, following approval by the Board of
a new concentrating and pelletising facility.

Currently, the Group is finalising the
engineering design for the concentrator to
ensure it complies with international best
practice and local design institute requirements.
Ferrexpo anticipates final approval of this
project, in its entirety, during 2012.

Financial Management

Ferrexpo issued its debut Eurobond in 2011
for US$500 million. The bond has a duration
of five years and was issued at a yield of
7.875%. This is the lowest yield achieved by a
company with Ukrainian assets since 2005,
reflecting the quality of Ferrexpao’s iron ore
assets and operations.

The Group also refinanced its main bank debt
facility during the year. It replaced its previous
facility of US$350 million with an interest rate
of LIBOR plus 550 basis points with a
five-year revolving US$420 million facility
paying 225 basis points over LIBOR on drawn
amounts. The facility will begin amortising in
2014. This is the lowest priced bank facility
achieved by a corporate in Ukraine and is at
10 basis points lower than the pre-crisis levels
achieved by Ferrexpo in 2006 and 2007.

The above treasury management has
secured the Group’s financial position

and provides the necessary financial
flexibility for the Group to develop its

project pipeline. The Group’s net gearing
(net debt to EBITDA) as of 31 December
2011 was 0.1 times. The long-term nature

of Ferrexpo’s financing arrangements means
the Group has minimal debt repayments of
approximately US$11 million per year in 2012
and 2013. As of 31 December 2011, the
Group had total available debt facilities of
over US$1 billion, of which US$978 million
was drawn. The Group’s cash position as

of 31 December 2011 was US$890 million.

Ukraine

As a significant employer in the Poltava

region of Ukraine and as its leading pellet
exporter, Ferrexpo is committed to the future
development of the local area and the country.

Ukraine is a young democracy which has been
subject to various changes in government over
the past 20 years. As is common with
developing economies there is a risk that the
country may develop in a manner that is
adverse to general business practice. These
operating risks are commonly faced by all
mining companies in emerging markets, and
the Board believes Ferrexpo has the expertise
to manage them.

As of 31 December 2011, it was estimated that
the Ukrainian government owed the industrial
sector over UAH15 billion (US$2 billion) of
overdue VAT repayments. Ferrexpo is not



unique in being affected by this situation and
was due UAH1 billion (US$172 million) in VAT
repayments at the end of the year, an increase
of US$71 milion compared to 2010. Ferrexpo
is working together with the authorities to
ensure the arrears return to normal levels.

In 2011, Ferrexpo spent approximately UAH102
million (US$12 million) on community projects.
These included providing financial support to
over 4,000 vulnerable people, the provision of
free medical treatments and modernisation of
the local hospital as well as refurbishment of
schools and sporting facilities.

Since the Group’s IPO in 2007, Ferrexpo

has invested over US$1 billion in its local
operations benefiting the Ukrainian economy.
Ferrexpo believes it sets the standard for best
practice within Ukraine by raising operational
standards, maintaining high levels of
transparency in all its business dealings and
attracting new investments through debt
financing, thus demonstrating that Ukraine

is a sound country in which to invest.

Corporate Governance

The Board remains committed to maintaining
the highest standards of corporate
governance throughout the Group in the
conduct of its business. Ferrexpo has fully
complied, since listing in 2007, first with the
Combined Code on Corporate Governance,
and since 2011, with the UK Corporate
Governance Code 2010. During the year,

the Group implemented appropriate

Ferrexpo plc

The Ferrexpo Poltava Mining pit operates 365'days ay

procedures in accordance with the
UK Bribery Act which came into effect
in July 2011.

The Board has eight members: a Non-executive
Chairman, four independent Non-executive
Directors, one Non-executive Director and two
Executive Directors. The Board believes that this
is an appropriate size and structure to manage
the Group successfully.

People

The Board would very much like to thank all
the management and staff for their continued
hard work and dedication which has led to
another excellent year of progress at Ferrexpo.

During the second half of the year, Ferrexpo
was pleased to welcome Jason Keys as the
new Chief Marketing Officer. Jason has
already made a significant contribution
towards the evolution of new pricing terms
agreed with customers. He joined Ferrexpo
from BHP Billiton where he was the global
marketing manager for iron ore for five years.
He has significant industry experience in both
the European and the Asian bulk commaodity
markets having also previously worked for
Rio Tinto. The Board would like to thank
Yaroslavna Blonska, the Group’s Marketing
Manager for the CIS and Eastern Europe,

for acting as the Chief Marketing Officer in
the period prior to Jason’s arrival.

Strategy

It is Ferrexpo’s strategy to develop its
significant resource base, one of the largest
iron ore deposits in the world, and to improve
the quality of its product mix. In addition, the
Group intends to remain in the lowest quartile
of the global pellet cost curve so as to ensure
consistent production at full capacity and
thereby a good financial performance through
the commodities cycle. Ferrexpo will look to
expand its logistics capabilities and to open
new markets prior to the planned increase

in production output. Finally, as previously
stated, the Group plans to fund capital
expenditure out of operating cash flows
while maintaining adequate liquidity.

Outlook

Ferrexpo, with its substantial iron ore
reserves, is well placed to capitalise on the
progress made in 2011. Its low-cost structure
and proximity to its customer base together
with its logistics infrastructure makes it a key
supplier to its customers. These factors
enable Ferrexpo to develop long-term supply
relationships to the major steel producers in
Europe, the Middle East and Asia.

The Board believes that although there is
likely to be increased volatility in the world
economy in the short term, the Group is well
placed to continue to deliver sustainable
value creation.
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Ferrexpo Strategic Priorities

Ferrexpo has defined seven strategic priorities, which it believes will lead to the
achievement of sustained growth and the creation of long-term shareholder value.

It has identified a number of operational key performance indicators (‘KPI’) against
which to benchmark these priorities.

STRATEGIC PRIORITY OPERATIONAL Konnel

8,608 | 8,609
2008 2009
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STRATEGIC PRIORITY OPERATIONAL KPI

To expand the Grou p’S Sales volume managed through Ferrexpo’s supply chain %
logistics capabiltes

0
2007
Definition The % of sales transported to customers through
Ferrexpo’s port and barging facilities

5 TO Open an d d evel Op Sales V°|ume,,s,t9 Vtrhrggrroup’s two largest customers %

new marketsand = .
customers

Definition The % of sales volume sold to Ferrexpo’s two largest
customers per annum

To maintain adequate Netdebtto EBITDA
liquidity and low balance
sheetgearing

Definition Net debt divided by EBITDA

Fatalities

To be aresponsible e
corporate citizen

LTIFR

1 Lost-Time Injury Frequency Rate (‘LTIFR’): The rate of lost-time injuries per million
man hours worked. Following the increased focus on safety and the review by
DuPont, incidents that previously went unreported are now being reported. Definition Lost-time injury frequency rate*
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Ferrexpo in Action
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(Ferrexpo Poltava Mining).

The Group holds licences to explore
or mine a 50 kilometre long strike,
containing 10 identified iron ore
deposits. The picture to the right
shows the first five deposits. Current
operations are situated at the
southern end of the deposit, adjacent
to the Dnieper River at the Gorishne-
Plavninskoye Lavrikovskoye pit

First ore is expected from the
Yeristovskoye deposit (Ferrexpo
Yeristovo Mining) at the end of 2012.
Ferrexpo expects to invest in pre-
stripping at the Belanovskoye deposit
(Ferrexpo Belanovo Mining) in 2012.

3

o e

Largest Iron Ore Deposit in' Europe:
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Ferrexpo in Action

Operating to Best International
Standards
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Ferrexpo plc

Ferrexpo in Action

Developing Logistics Capabilties

Ferrexpo has dedicated export
capacity at its ocean port terminal of
over five million tonnes per annum. In
May 2011, in addition to loading
panamax vessels, this facility began
loading standard capesize vessels.
The Group completed nine capesize
shipments by the year end, loading
up to 130 thousand tonnes at the
berth and topping up the vessel

with a further 40 to 50 thousand
tonnes at the anchorage. By moving
into capesize shipments, Ferrexpo
was able to significantly reduce
freight costs to Far East and
Western European markets

resulting in increased FOB returns
from CFR sales.
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Review of Operations Reserves and Resources

Ferrexpo’s resource base consists of magnetite ore of

30% iron content, which is particularly well-suited for
pelletising. The ore body is a single 50 kilometre-long strike
divided into 10 adjacent deposits. Five of these deposits

are classified according to the international JORC Code and
as at 1 January 2012 represented estimated resources of
6.8 hillion tonnes. The other five deposits, representing an
estimated 14.2 bilion tonnes, are FSU classified.

Table 1: JORC Reserves and Resources as of 1 January 2012

Resources

Measured

Proved and Fe grade and Fe grade Fe grade

probable (total) indicated (total) Inferred (total)

Deposit (mt) % (mt) % (mt) %
Gorishne-Plavninskoye and Lavrikovskoye 859 30 2,140 30 1,449 31
Yeristovskoye 632 34 828 34 364 30
Belanovskoye - - 1,485 31 217 30
Galeshinskoye - - 268 55 58 55
Total 1,491 32 4,721 32 2,088 31

Note: Five further deposits are estimated to contain resources of over 14.2 billion tonnes according to the former Soviet Union (‘FSU’) classification
code. Ferrexpo is currently working together with international consultants to convert these resources to the universally accepted Australasian
Joint Ore Reserves Committee (JORC’) standards. These deposits are collectively known as the ‘Northern Deposits’ and are classified under the
names Manuilovskoye, Vasilievskoye, Kharchenkovskoye, Zarudenskoye and Brovarkovskoye.



Ferrexpo 65% Fe Premium pellets

Ferrexpo plc

Ferrexpo mines and develops its reserves

under the well-established laws and codes

governing mining in Ukraine. The State

Service for Geology and Use of Natural

Resources of Ukraine has granted Ferrexpo n

development licences for the Gorishne- JORC resources
Plavninskoye, Lavrikovskoye, Yeristovskoye,

Belanovskoye and Galeshinskoye deposits.

Exploration licences are held for the remaining

Northern Deposits. In general, a development

licence is granted for a period of 20 years and

an exploration licence is granted for 10 years.

Renewal is deemed automatic, subject to

adherence to stipulated requirements in

terms of development of the deposit and u

community obligations. resources classified according to the
Former Soviet Union code

Production

In 2011, Ferrexpo was the largest exporter of

pellets in the CIS and one of the top 10 pellet

producers in the global seaborne iron ore

market. Production continued at full capacity

and a record quantity of iron units was

produced and shipped in the form of pellets.

On a Fe equivalent basis, the Group’s output

of iron units has doubled in the last 10 years

of production. In addition, the average grade

of its pellets has increased significantly by

over 1% to 63.5% Fe.
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Review of Operations Ferrexpo Poltava Mine (‘FPM’)

Pellet production began at FPM in 1977 after
construction of the mine, processing facilities
and local town of Komsomolsk under Soviet
Union ownership. The pit is open cut and
approximately 330 metres deep and seven
kilometres long. Some key milestones of
production output have recently been
reached. In December 2010, the processing
facilities reached total production of 250
million tonnes of pellets, while in 2011, the
mining division extracted the one billionth
cubic metre of rock and ore since the start of
mining activities.

FPM once again increased the amount of iron
ore mined per annum. In 2011, it mined 29,637
thousand tonnes, 2.4% higher than 2010. This
is in line with Ferrexpo’s strategy to expand the
mining capacity of the pit in conjunction with
the Mine Life Extension project (see
Development Capital Investment at FPM
below). Stripping volumes increased in 2011
by 10.7% to 28,214 thousand tonnes reflecting
the age of the mine and required pre-stripping
to access new reserves as part of the mine life
extension.

The FPM processing facilities have latent
processing capacity of approximately 3.0
million tonnes of pellets per annum as a result
of insufficient mined ore from the existing
operations. During the year, 747 thousand
tonnes of pellets were produced from
purchased third party concentrate (2010: 998
thousand tonnes). The Group purchases third

Table 2: Production Statistics

(000t unless otherwise stated)

Iron ore mined
Average Fe content

Iron ore processed

Concentrate produced (‘(WMS’)
Average Fe content %

Floated concentrate
Higher grade
Average Fe content %

Purchased concentrate
Average Fe content %

Purchased iron ore

Pellets produced from own ore
Higher grade

Average Fe content %

Lower grade

Average Fe content %

Pellets produced from purchased
concentrate and ore

Higher grade

Average Fe content %

Lower grade

Average Fe content %

Total pellet production
Pellet sales volume
Gravel output
Stripping volume

2011
29,637

29,535

11,487
63

7,241
4,685
67

864

9,063
4,256

4,807
62

747
543

205

62
9,811
9,876
2,855
28,214

2010

28,930
30

29,097
11,226

6,195
4,426
67

1,142
67

9,033
4,061

4,972
62

998
818

180

62
10,031
9,721
2,905
25,481

Change
+/- %
707 24
- (0.1)
438 15
261 2.3
- (0.6)
1,045 16.9
258 5.8
- 0.2)
(278) (24.4)
1 ©.7)
30 0.3
195 4.8
- (0.0
(164) 3.3)
- 0.1
(250) (25.1)
(275) (33.6)
- (0.0
24 135
- 0.1
(220) 2.2)
155 1.6
(49) (2.7
2,733 10.7



party concentrate subject to availability in the
local market and will substitute this with own
ore as the capacity expansion and ore from
FYM comes on line.

In total, the processing facilities produced
9,811 thousand tonnes of pellets (2010: 10,031
thousand tonnes) of which 4,799 thousand
tonnes were Premium 65% Fe pellets (2010:
4,879 thousand tonnes) and 5,012 thousand
tonnes were Basic 62% Fe pellets (2010: 5,152
thousand tonnes).

Health and Safety

There were no fatalities at FPM in 2011, and
lost-time injuries reduced from 19 in 2010 to
11, reducing the LTIFR to 0.82 per milion man

80
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The Ferrexpo Poltava Mining pit is 7 kilometres long, 2 kilometres wide and 330 metres deep

hours worked which is the lowest rate in
FPM’s history (2010: 1.43 per milion man
hours worked). This reduced the three-year
moving average to a LTIFR of 1.12 compared
to the prior three average of 1.16 per million
man hours worked.

The management of Ferrexpo strongly
encourages a culture of safety in the
organisation linking safety performance to
remuneration. The Group has regular internal
safety audits and external audits by DuPont,
and is committed to following international
best practice as well as to set the standard
for mining companies operating in the CIS.

1985 1990 1995 2000 2005 2010

*  Please note: following an increased focus on safety by the Group from 2009, incidents that were

previously unreported are now reported on and disclosed.

Business Improvement Programme
(‘BIP’)

In 2011, FPM completed and implemented

34 projects as part of the BIP. This reduced
the C1 cash cost of production by UAH68m
or 1.8%, in line with its goal of 1% to 2%

cost savings per annum. Of these projects,

18 concerned transportation efficiencies in
the open pit, seven projects were focused

on improving productivity in the processing
facilities and nine projects focused on reducing
downtime in the service departments. Table

3 shows the actual resource savings achieved
in 2011.

Table 3: Resource Savings under BIP

Resource Savings
Power (million kWh) 21.4
Steam (Gcal) 6,520.7
Grinding media (tonnes) 1,257.2
Diesel fuel (tonnes) 278.0
Lining (tonnes) 60.3

It is an essential part of the Group’s strategy
to reduce costs in order to remain in the
lowest cost quartile of global pellet producers.
This has been achieved through ongoing
efficiency improvements and cost reductions
over many years. Table 4 below illustrates the
effect of these projects. Since 2005, the year
before the start of the BIP, FPM has achieved
savings of US$6.6 per tonne in the C1 cash
cost of production.
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Review of Operations Ferrexpo Poltava Mine (‘FPMW’) continued
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Table 4: Improvement in Consumption
Norms

Norms — examples 2005 2011 Ch%
Electricity kWh/t 2055 179.2 (15)
Gas mé/t 220 16.8 (31

Grinding bodies kg/t 64 5.6 (15
Labour productivity
thousand tonnes/
person 07 15 53

Examples of the BIP in 2011:

Decrease in consumption of steel
grinding media in concentration plant
Cost: no capital cost required.

Savings: 1,257 tonnes of steel grinding media,
UAH8 miillion (at current prices).

Description of project:

A programme was designed to monitor
electrical consumption of the motors on the
ball mills in the concentration plant. Ball mills
contain steel grinding media which are used to
grind the iron ore into an optimum size for
further processing. By studying the pattern of
power consumption, FPM could assess when
grinding media were being over or under
loaded. As aresult, FPM could optimise the
process for consistent loading of grinding
media and reduce overall power consumption.

Benefits:

1. More efficient energy management.
2. Reduction of grinding media required.
3. Consistent particle size achieved.

Reduction of power consumption at the
tailings plant

Cost: UAH13 million.

Savings: 18 milion kWh power; UAH11 million
per annum.

Description of project:

Tailings, fine particles of waste, which are a
by-product of pellet production, are stored in
a tailings dam. During 2010 and 2011 FPM
redesigned the piping from the dam to the
processing plant to allow water to flow by
gravity, instead of via electrical pumps, back
to the processing area for reuse.

Benefits:

1. Lower electricity consumption.

2. Reduction in wear and tear of
water pumps.

3. Recycling water.

Dispatch system in open pit
Cost: UAH28 million.

Description of project:

Trucks used in the pit to collect ore have been
fitted with GPS tracking systems. This allows
for better scheduling of pick-ups thereby
improving overall mining efficiency. In 2011,
the focus was to set up the hardware for this
dispatch platform. Now that this has been
achieved, the system can be expanded to
monitor other performance criteria, such as
the pressure and temperature of tyres and
engine performance in trucks. The system
can also be used in the future to evaluate the
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performance of other equipment in the pit
such as drilling rigs.

Expected project outcomes:

1. Reduced downtime for trucks waiting
to load.

2. Reduction of instances of ‘zero mileage’
for trucks.

3. Increase of mine fleet capacity by 7% after
first year of operation.

The BIP is embedded in the Group’s culture
with targeted outcomes linked to operational
managers’ performance evaluations. Ferrexpo
believes the programme is essential to ensure
continued improvement in the cost reduction
of its mining and processing activities.

Sustaining Capital Investment at FPM
During the period, the Group allocated
US$121 million for the modernisation and
debottlenecking of FPM’s production facilities
(2010: US$49 million).

Included in sustaining capital investment are
projects to upgrade FPM’s facilities to allow
processing capability of 35 million tonnes

of crude ore per annum by the end of 2013.
This will ensure FPM can process additional
ore from the FPM open pit and first ore from
FYM, increasing the Group’s pellet output
to 12 million tonnes per year. Activities during
the year focused on the redesign and
reinstallation of parts of the crushing plant
and were completed and commissioned

in January 2012.
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Sustaining capital investment also provides
for the modernisation of existing assets and
systems to increase operating efficiencies,
benefiting the cash cost of production.

Development Capital Investment at FPM
Quality Upgrade Project

Of the total pellets produced at FPM in 2011,
49% represented Ferrexpo Premium pellets
(65% Fe) while the remaining were Ferrexpo
Basic pellets (62% Fe). The Group’s strategy
is to increase the quality so that all output is
Premium pellets. To achieve this, the Board
approved a US$212 million investment
programme in November 2010.

The FPM pit consists principally of two
types of ore seams. The Quality Upgrade
Programme will enable the Division to
upgrade (beneficiate) leaner ore to a higher
iron content through the modification of the
existing flotation circuit and the installation
of two additional circuits. The project also
involves the upgrade and replacement of
filters to remove water from the concentrate
prior to it entering the pelletising plant.

The project is scheduled for completion by
the end of 2014.

During the year, FPM completed the majority
of the engineering and design documentation
and prepared the sites for the flotation
sections. Long-lead orders for the vertical
mills, used in the beneficiation process were
placed, with delivery expected to start in
mid-2012.
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The FPM pit is a traditional open cut, hard rock mining operation using trucks and excavators

Mine Life Extension

The FPM open pit mine has been in
operation since 1977 and contains ore
beyond the original planned pit limits and
depths. In November 2010, US$168 million
was approved for expenditure to extend the
life of the mine to 2038. This project involves
stripping and removal of overburden to
access further iron rich ore by 2014. The
project began in 2011 and is scheduled

for completion by the end of 2018.

During the year, approximately 13 million
cubic metres of overburden was removed

in line with the plan. Higher diesel prices
resulted in increased costs, however, the
Group expects these costs to moderate over
the remaining life of the project. Orders for a
drilling rig and two excavators were placed
and are expected to be delivered in the first
quarter of 2012, while three dump-trucks
were delivered in September 2011.

Total development capital investment at
FPM in 2011 was US$49 million (2010:
US$55 million).
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Phase 1 - First Ore:

Capital investment at FYM during the period
was US$129 million (2010: US$43 million).
This project is proceeding on time and on
budget (total cost US$267 million) with first
ore expected at the end of 2012.

Overall, 60% of the required pre-stripping

has been completed. In 2011, 16 million cubic
metres of overburden was removed with

15 million cubic metres of pre-stripping
remaining. Currently, five draglines, 16 CAT
789 haul trucks, five CAT 793 haul trucks and
a hydraulic excavator are in operation. A further
excavator and five additional CAT 793 trucks
are expected to be in operation by the second
quarter of 2012. Meanwhile, construction of
permanent pit infrastructure is well underway
and the Division employed 677 permanent
staff as of 31 December 2011

Once first ore is achieved, Ferrexpo will be
able to increase its pellet output by one third
to 12 million tonnes per annum by using the
processing facilities at FPM.

Phase 2 - Construction of Concentrating
Facilities:

Ferrexpo intends to increase its total
production output by over 60% to 20 million
tonnes by 2016. FYM plans to produce
approximately 28 million tonnes of crude ore
output per annum. In order to process this
material, a new concentrator facility will
process the surplus ore to increase output

from 12 million tonnes per annum to 20 million
tonnes per annum.

Currently, the Group is finalising the engineering
design for the concentrator to ensure it complies
with international best practice and local design
institute requirements. Ferrexpo anticipates

final approval of the project, in its entirety,

during 2012.

Although concentrate is saleable as a product
in its own right, Ferrexpo recognises the
benefits of producing iron ore pellets, which are
of higher value to end customers. As a resullt,
approval of the concentrator will also initiate
the third phase of the project, subject to Board
approval, which is to construct a 10 million
tonne per annum pelletiser to be established

in the most favourable location.

Since the start of the project in 2008, FYM has
had an excellent safety record. There were no
fatalities or lost time injuries in 2011.

Ferrexpo Belanovo Mining (‘FBM’)

The Ferrexpo Belanovo deposit has total JORC
resources of 1,702 milion tonnes. Driling works
and site preparation activities were undertaken
in 2011 amounting to US$8 miilion. A Bucyrus
RH340 hydraulic face shovel and five Caterpillar
793D haul trucks have been ordered for delivery
in mid-2012 in order to begin stripping works.

It is anticipated that in 2012 capital investment
will be in the region of US$50 million, as part of
the programme to reach first ore at the deposit.

Ferrexpo 65% Fe Premium pellets
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Marketing

Evolution of Iron Ore Pricing

In 2011, the majority of physical iron ore
traded globally was priced against the

Platts iron ore index for 62% Fe fines on

a CFR North China basis. Producers and
customers would then agree a quotation
period to calculate the average fines price
and negotiate a quality adjustment and a
premium for lump or pellets. The resulting
price reflected value in use to the steel mill,
taking into account iron content as well as any
impurities, and for pellet producers, the pellet
premium reflected the benefits to the steel mill
of using pellets compared with fines or lump.

Within this context, in 2011 Ferrexpo
commenced index linked pricing with a
significant number of long-term customers
using the average of the quarter of loading as
the preferred time period for calculation of the
price. Leading iron ore suppliers moved to a
similar pricing methodology in most markets
during the October to December quarter.

The Group, however, has a number of
relationships mainly in Eastern Europe, where
long-term contracts exist and where Ferrexpo
conducted direct negotiations on a quarterly
basis using international pricing trends as
aguide.

In 2011, approximately 76% of sales

were conducted under long-term volume
framework agreements. The remaining sales
were made on a short-term or spot basis as

new target customers were introduced to the
Ferrexpo product ahead of the considerable
growth in production in coming years. It is
Ferrexpo’s strategy to place its products
where it can consistently achieve the best
market prices.

During the period, the Group was able to
further diversify its customer base and, in the
process, reduce its dependence on its two
largest customers. Sales to these customers
reduced to 44% of total sales volume from
55% in 2010. This trend is expected to
continue as Ferrexpo finalises additional
long-term contracts in China, Japan and
Western Europe in 2012.

Logistics Infrastructure

Ferrexpo’s mining operations are integrated
with both port facilities on the adjacent
Dnieper River and with the Ukrainian rail
network. The Group transports most of its
finished product by rail to border dispatch
points, and as of 31 December 2011, it owned

1,042(u)(d )-10(s €)2(x)-18(p)-14(e)-18(c)-13(t) disp r b






Financial Review

Highlights

= Record sales volumes

= Increased revenues

= Strong cash flow generation

= Balance sheet positioned to
develop project pipeline

= Average debt maturity four years,
no significant repayments in 2012
or 2013

= Approved projects on track

= Final dividend maintained at
3.3 US cents per share

Table 5: Summary Financial Results

US$ millions unless otherwise stated

Revenue

EBITDA

As % of revenue

Profit before taxation

Income tax

Profit for the period

Diluted earnings per share (US cents)
Final dividend per share (US cents)
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Year ended Year ended
31.12.11 31.12.10 Change
1,788.0 1,294.9 38.1%
800.9 585.3 36.8%
44.8% 45.2% -
690.9 498.1 38.7%
116.0 73.0 58.9%
574.9 425.1 35.2%
97.0 72.2 34.3%
3.3 3.3 -

Revenue

Total revenue increased by 38.1% to US$1.8
billion for the year ended 2011 compared to
US$1.3 billion in 2010.

The average realised price achieved by

the Group for its pellets rose 28.4% during
the period, which increased revenues by
US$349.9 million. 40% of sales were on a
CFR or similar basis adding US$44.7 million
to revenue. Sales volumes reached a historic
high at 9.9 million tonnes compared to 9.7
million tonnes in 2010, enhancing growth

in margins.

Reliance on the Group’s two largest
customers, in Central and Eastern Europe,
was reduced to 43.5% of pellet sales from
55.4% of sales in 2010. Ahead of an increase
in production volumes the Group increased
sales to customers in China, Germany, India
and Japan which accounted for 41.9% of
sales volumes compared to 29.6% in 2010.

Other revenue, not related to pellet sales,
amounted to US$88.1 million (2010: US$5.8
million). This included revenue from third party
services, such as bunker fuel sales, at the
Group’s barging subsidiary Helogistics
(acquired in December 2010) as well as sales
from gravel.

Cost of Sales

Total cost of sales for the year ended

31 December 2011 increased 34.8% to
US$649.5 million (2010: US$481.9 million).
Cost of sales consists of the C1 cash cost of
sales and other costs including depreciation.
These are reviewed below:

C1 Cash Cost

The C1 cash cost of production per tonne is
defined as the cash costs of production of
iron pellets from own ore, divided by production
volume, from own ore, and excludes
non-cash costs such as depreciation,
pension costs and inventory movements,

MIIANTH SSIANISNG
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costs of purchased ore, concentrate and
production cost of gravel.

The C1 cash cost increased by 27.7% to
US$50.7 per tonne compared to US$39.7 per
tonne in 2010, principally as a result of global
commaodity price inflation.

Of the US$11.0 per tonne increase in the

C1 cash cost, commodity related price
inflation accounted for 55.5% of the increase
compared to 2010. In 2011, gas and electricity
prices rose by 38.0% and 21.8% respectively
while the cost of diesel fuel was 40.6% higher,

Table 6: C1 cash costs

Electricity

Gas

Fuel

Grinding media

Explosives

Other materials

Spare parts, maintenance and consumables
Personnel costs

Royalties and levies

C1 cost of sales
C1 cost per tonne

reflecting a full year impact of the increased oil
price at the end of 2010. Higher steel prices
resulted in a 14.6% increase in steel grinding
media costs. In total, these factors added
US$6.1 per tonne to the C1 cash cost.

Personnel, repair and maintenance and other
material costs increased the C1 cash cost

by US$4.9 per tonne. These expenses are
principally denominated in local currency.

On average Ukrainian producer price inflation
was approximately 19.0% in 2011

1 Average of January 2011 to December 2011 compared
to average January 2010 to December 2010.

The Group produced at full capacity
throughout the period, which helped to
absorb the cost increases. In addition,

the Business Improvement Programme
(‘BIP’) reduced the C1 cash cost by 1.8%,
generating savings of $0.9 per tonne.
Since the inception of the BIP in 2006,
cumulative productivity gains have achieved
savings of approximately US$6.6 per tonne
of pellets produced, or US$56.1 million to
31 December 2011.

Just over half of the C1 cash costs are
denominated in Ukrainian Hryvnia. The
Hryvnia remained on average broadly
stable in 2011 compared to 2010 at
around UAH8.0 to the US Dollar.

Year ended Year ended
31.12.11 31.12.10
US$m % of total Uss$m % of total
118.1 25.7% 97.3 27.1%
59.8 13.0% 43.1 12.0%
4741 10.2% 31.2 8.7%
40.9 8.9% 35.9 10.0%
13.2 2.9% 8.1 2.4%
38.7 8.4% 314 8.7%
78.2 17.0% 58.9 16.4%
55.8 12.1% 454 12.7%
7.7 1.8% 7.2 2.0%
459.5 358.5
50.7 39.7



Non C1 cost of sales relating to pellet
production

Non C1 cost of sales amounted to US$190.0
million for the period (2010: US$123.3 million).

Depreciation increased by 16.1% to US$28.6
million, reflecting capital investments at FPM
in 2011.

The remainder of non C1 cost of sales
related to the purchase of concentrate for
reprocessing into pellets. The Group has
nameplate pelletising capacity of 12 million
tonnes of pellet production per year. Ferrexpo
is currently able to mine ore sufficient to
produce around nine million tonnes of pellets.
To utilise the spare pelletising and process
capacity efficiently, third party concentrate
was purchased when available on the local

Table 7: Selling and distribution expenses

market. The Group wil continue to purchase
third party concentrate, provided adequate
margins can be achieved. During the year,
747.3 thousand tonnes of pellet equivalent
third party concentrate was acquired (2010:
998.1 thousand tonnes) which generated a
positive contribution.

Gross margin

The Group’s gross margin increased

t0 63.6% in 2011 compared to 62.8% in
2010. This reflected higher sales prices
and volumes, which were partially offset
by an increase in production costs.

Selling and distribution expenses
Selling and distribution expenses were
US$318.0 million for the year compared
to US$212.0 million in 2010.
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Selling and distribution costs to the Ukrainian
border increased by US$10.7 million to
US$138.0 million in the period (2010:
US$127.3 million), equating to US$14.0 per
tonne (2010: US$13.1 per tonne). These costs
primarily include railway freight to the southern
ports at Yuzhny and Ismail and to the western
Ukrainian border as well as port charges.

Rail tariffs increased on average by
approximately 10.8% during the year, this
was partially offset by a discount for volumes
transported by the Group’s own rail cars.
Currently, two thirds of the sales volumes
are railed using Ferrexpo’s wagons receiving
a 6.5% discount for these volumes.

Year ended Year ended
(US$ million unless otherwise stated) 31.12.11 311210
Railway transportation 89.2 815
Port charges 37.7 32.3
International freight 152.7 74.9
Other (commissions, insurances, personnel, depreciation, advertising) 384 233
Total selling and distribution expenses 318.0 212.0
Total sales volume (thousand tonne) 9,876 9,721
Cost per tonne of pellets sold (including international freight) 32.2 21.8
DAP/FOB distribution costs per tonne of pellets sold (US$) 14.0 13.1

MIIANTH SSIANISNG
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Financial Review contnued
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FINANCIAL KPIs

Revenue US$ million

EBITDA US$ million

Definition

The Group calculates EBITDA as profit from
continuing operations before tax and finance
plus depreciation and amortisation and
non-recurring exceptional items included in
other income and other expenses, and the
net of gains and losses from disposal of
investments, property, plant and equipment

Definition
Net operating profit after tax

International freight costs amounted to
US$152.7 million (2010: US$74.9 million).
These costs, which are also reflected as part
of revenue on associated CFR* sales, relate
to the shipping of pellets by ocean vessel to
customers in Asia (on a CIF? or CFR basis),
and by barge to customers in Serbia (on a
DAP? basis) and Austria (through Helogistics).
In 2011, Helogistics’ operations were
included for the first time. The Group doubled
shipments of pellets to Asia to three million
tonnes on a CFR or equivalent basis principally
through the loading of nine capesize vessels
thus increasing costs recognised.

Depreciation amounted to US$8.2 million
(2010: US$1.8 million) and related to
amortisation of Helogistics river vessels
as well as to capital investment from the
purchase of new rail cars.

General and Administrative Expenses
General and administrative expenses were
US$52.0 million (2010: US$49.2 million). This
was related to an increase in professional
fees, including legal services reflecting
increased activities and projects.

Other Income and Expense

Other income was US$6.9 million in 2011
(2010: US$4.5 million). The increase reflected
higher operating income from the lease of
premises to third parties at FPM.

Other expenses increased to US$17.1
million (2010: US$5.9 million). This reflected
increased spending on support for the local
communities in the Poltava region, where
Ferrexpo is based and is a key part of the
Group’s strategy.

EBITDA

EBITDA increased by 36.8% to US$800.9
million for the year compared to US$585.3
million for 2010. This is the highest EBITDA
achieved by the Group. The increase was
mainly due to a higher average FOB sales
price contributing US$323.4 million to
EBITDA. This was partially offset by increased
production costs of US$100.5 million, driven
by domestic and commaodity cost inflation,
as discussed previously. The EBITDA margin
was in line with 2010 at 44.8% (2010: 45.2%).

1 CFRis defined as delivery including cost and freight.

2 CIFis defined as delivery including cost, insurance
and freight.

3 DAP s defined as delivery at place.

Finance Income and Expense

Finance income was US$2.5 million (2010:
US$1.3 million). During the year, income from
interest earned increased by US$1.1 million
to US$2.5 million. This was driven by higher
average cash balances in 2011 of US$604.8
million compared to US$165.7 million in 2010
as well as longer-term deposits receiving
more attractive interest rates.

Finance expense increased to US$68.2
million (2010: US$41.6 million) which included
US$28.8 million of interest cost on the
Group’s US$500 million Eurobond, issued
in April 2011 at a coupon of 7.875%. Due
to financial instability in the global banking
sector, particularly in Western Europe,
Ferrexpo drew in full its US$420 million
revolving bank facility in October 2011.
Interest on this facility is 225 basis points
above LIBOR on drawn amounts. The
average gross debt for the period was
US$697.1 million (2010: US$346.8 million).

Foreign Exchange Gains and Losses
Operating Foreign Exchange Gains

and Losses

Ferrexpo prepares and reports its financial
statements in US Dollars and operating
foreign exchange gains and losses reflect
the revaluation of trade receivables and trade
payables that are denominated in a currency
other than the Group’s reporting currency at
the balance sheet date.

During the period, the Ukrainian Hryvnia
remained stable against the US Dollar

at an average rate of UAH7.9579 (2010:
UAH7.9547). As a result, there was no
significant operating foreign exchange
movements, with a loss of US$1.4 million
recorded (2010: loss of US$1.1 million).

Non-operating Foreign Exchange Gains
and Losses

Non-operating foreign exchange gains or
losses result from the retranslation of financial
liabilities, loans and other similar items.

Non-operating foreign exchange losses for
the period were US$1.9 million compared

to US$3.9 million in 2010. The losses were
primarily related to the revaluation of income
tax payables in Swiss Francs. The average
exchange rate between a US Dollar and

the Swiss Franc was 0.88 in 2011 compared
to 1.04 in 2010.
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Table 8: Summary of Group Liquidity and Debt

o8}

C

As of As of %

US$ million 31.12.2011 31.12.2010 z
Cash and equivalents 890.1 3195 ”
Gross debt 970.3 423.9 v
Net debt (80.2) (104.4) o
Total equity 1,393.1 861.5 <
Undrawn facilities 50.0 65.0 m
Total liquidity (facilities plus cash) 940.1 384.5 S

Cash Flows

Net cash flow from operating activities was
US$502.7 million for the period, an increase

of 32.4% compared to 2010 (US$379.8 milion).

Working capital increased by US$111.4 million
reflecting higher VAT and trade receivables.
As a result of high capital expenditure during
the year, and a delay in respect of VAT
repayments in May, June and July 2011, VAT
receivables increased by US$72.1 million
during the period. Higher average prices
increased trade and other receivables by
US$17.4 million.

Total capital investment for the year was
US$378.3 million, which was more than
double 2010’s investment of US$167.4 million.

Sustaining and modernisation capital
investment was US$128.0 for the Group,

of which US$121.3 million was invested at
FPM (2010: US$49.1 million). The remaining
US$6.7 million was invested at Helogistics.

In November 2010, the Board approved
US$646.9 million for development projects
at FPM and FYM. In 2011, the Group

spent US$177.9 million in this regard

(2010: development capex US$97.5 million).
US$49.0 million was spent at FPM, while
US$129.0 million went towards achieving
first ore at FYM. The expected spend for 2012
is fully funded while the Group’s low level of
gearing will underpin future development
spend for processing facilities at FYM.

US$8.3 million was spent on the Belanovo
deposit (FBM) during the period (2010:
US$2.4 million). This was for drilling works
and site preparation activities.

In terms of logistics capital investment was
US$57.8 million in 2011 (2010: US$17.7 million)
which was primarily related to the acquisition
of rail cars.

In January 2011, Ferrexpo paid US$38.0
million for the Helogistics acquisition, which
was agreed in December 2010 and disclosed
in the 2010 financial statements.

The Group’s closing cash balance increased
by US$570.7 million to US$890.1 million

as of 31 December 2011, partly as a result

of the net financing inflow of US$521.3 million
followi