CL 12

Attn. International Standards Accounting Board
Comments on ED7 Financial Instrunents (1AS 39)

Nor ddeut sche Affinerie AG (NA) is Europe’s | argest copper producer wth
a production output of about 800,000 tonnes of copper products per
year.

The NA Group enploys 3,200 people and is a nmenber of the
Wrtschaftsvereinigung Metalle (WM which represents the non-ferrous
Met al s i ndustry.

Qur business is characterized by:

- high inventory |l evels needed for production

- very volatile netal prices

- wide range of price fixing possibilities in purchasing and sal es
- natural hedge between purchase and sale of netals

- peaks are covered by LME contracts

The main problems with the applicatio nof the 1AS 39 standard are:

- No micro-hedgi ng between the physical contracts and the LME
contracts possible, because each LME contract cannot be allocated to a
si ngl e physical contract.

- Fair-value-valuation of LME contracts necessary.
- Separate fair-value-valuation of unrealized physical contracts.<> <>

The overall effect of these valuations is very strongly fluctuating
profits and equity caused by metal price and currency fluctuations
whi ch do not represent the profit and equity situation of the conpany
(true and fair view).

Qur idea of an alternative to the |AS 39 standard is:

- The possibility of setting up valuation units, conprising LME
contracts and physical contracts (rmacro hedging).

If you require additional information, please contact

Dr Toralf A. Haag

Menmber of the Board

Nor ddeut sche Affinerie AG
P.O. B. 10 48 40

20033 Hanburg

<>Tel . +49/40/78 83-21 50
E-mail: t.haag@a-ag. com

or

Er nst Dohrn



Seni or Vice President Corporate Finance
Nor ddeut sche Affinerie AG

P.0.B. 10 48 40

20033 Hanmburg

Tel . +49/40/78 83-39 59

E-mai |l : e.dohrn@a-ag. com

Yours sincerely
Dr Toralf A. Haag

Menmber of the Board
Nor ddeut sche Affinerie AG

cc: Mchael Engel hardt, WM



