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Disclaimer
� This document is confidential and is being furnished to you solely for your information and may not be reproduced or redistributed 

to any other person. In particular, neither this document nor any copy hereof may be taken or retransmitted in or into the United 
States, Japan, Australia or Canada or redistributed, directly or indirectly, in the United States. Any failure to comply with this 
restriction may constitute a violation of U.S., Japanese, Australia nor Canadian securities laws.

� This document is being distributed only by or with the approval of an authorized person or is directed at (i) persons who have 
professional experience in matters relating to investments falling within Article 19(5) of the UK Financial Services and Markets Act 
2000 (Financial Promotion) Order 2005 (the "Order") or (ii) high net worth entities falling within Article 49(2)(a) to (d) of the Order 
and other persons to whom it may lawfully be communicated (all such persons together being referred to as "Relevant Persons"). 
Any person who is not a Relevant Person should not act or rely on this document or any of its contents.

� This document does not constitute an advertisement or public offer of any securities in Russia. It is not intended to be and must 
not be publicly distributed in Russia. The distribution of this document in other jurisdictions may be restricted by law and persons 
into whose possession this document comes should inform themselves about, and observe, any such restriction. Any failure to 
comply with these restrictions may constitute a violation of the laws of any such other jurisdiction. By accepting this report, you 
agree to be bound by the foregoing limitations.

� This document does not constitute an offer or invitation or form part of an offer or invitation to subscribe for or purchase any
securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with 
any contract or commitment whatsoever.

� The information contained herein has been prepared by Razgulay Group . The opinions presented herein are based on 
information gathered at the time of writing and are subject to change without notice. Razgulay Group relies on information 
obtained from sources believed to be reliable but does not guarantee its accuracy or completeness.

� These materials contain statements about future events and expectations that are forward-looking statements. Any statement in 
these materials that is not a statement of historical fact is a forward-looking statement that involves known and unknown risks, 
uncertainties and other factors which may cause Razgulay Group actual results, performance or achievements to be materially 
different from any future results, performance or achievements expressed or implied by such forward-looking statements. 
Razgulay Group assumes no obligation to update the forward-looking statements contained herein to reflect actual results, 
changes in assumptions or changes in factors affecting these statements.

� Neither Razgulay Group nor any of its shareholders, affiliates, advisors or representatives shall have any liability whatsoever (in 
negligence or otherwise) for any loss howsoever arising from any use of this presentation or its contents or otherwise arising in 
connection with the presentation.
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Results of the Group’s operations in Q1 2010

� Completion of restructuring of the Group’s loan portfolio. Put options of the bond issues were exercised in full. 

� Annual IFRS financials audited in record time: April 2010 (prior years’ audits were completed in June or July)

� The Group will start disclosing quarterly IFRS results (starting from Q3 2010)

Key corporate events

� Improved financial performance; increased efficiency: Q1 EBITDA amounted 1.3 billion rubles (growth of 67%)

� Cost control:

� Decrease of general and administrative costs by 5% (a 10% decrease of non-production-related costs)

� Headcount optimization: Grain division headcount reduced by 500 FTEs

� Control over investments: investments decrease twofold (from 342 to 185 million rubles).

� Investment program fulfilled in 2007-2009 allows the Company to minimize current investment levels 

without any deterioration of performance of its manufacturing assets

Key financial indicators*

Note: here and throughout this presentation (except  for slide #6) data from the Group’s management acc ounts is used. Potential differences between 
management accounts and IFRS are discussed in slide  #6.
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Trends in key financial indicators

0,10,0Net other operating revenues (expenses)

4,54,3Own production

2,12,0Gross profit

36%27%Gross profit margin

-0,5-0,7Selling expenses

1,30,8EBITDA from operations

22%11%EBITDA margin

In billion rubles
Q1

2009
Q1

2010

Revenue 7,5 5,8

Trading operations 3,2 1,3

Administrative expenses -0,5 -0,4

Q1 2010 results: key sources of increased efficienc y

Sources of increased efficiency:

� Higher volume (and share of total) of 

operations in the most profitable sectors with 

high value-added (sugar production from sugar 

beet; own agricultural production);

� Lower volumes of low-margin trading business

Trends in G&A costs, 
in billion rubles

Management company 
G&A expenses

Operating co. 
G&A expenses COGS as % of revenue

Gross margin

Revenue and COGS, 
in billion rubles

COGS

0.3
0.2
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0.2
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0.6

Q1 2009 Q1 2010

73%

38%

18%

48%

8% 14%
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Margins by type of business, %Revenue breakdown trends, in %
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Projected EBITDA adjustments under IFRS

+0,1+0,1Reversal of VAT from expenses

-0,2-0,2Reversal of income from VAT reimbursement

-0,5-0,5IAS 41: COGS revaluation due to agricultural asset revaluation

0,60,6IFRS adjustments (impact on EBITDA)

0,2

0,8

Q1 2009

0,7

1,3

Q1 2010

0,5Total EBITDA taking into account possible adjustments under IFRS

In billion rubles Increase

EBITDA from management accounts 0,5

� Source of data provided in this presentation is the Group’s internal reporting (management accounts)
� There is a number of differences between procedures of calculation of financial metrics used in the Group’s management accounts and 

in the IFRS financial statements. The most material of these differences are listed below:

� Recognition of incoming and outgoing VAT in management accounts for revenue and expense line items;
� Lack of biological asset fair value adjustments in management accounts (including fair value adjustments for cost of sales of 

inventories being sold; IAS 41);

� The Group performed preliminary calculations of possible negative adjustments of consolidated management accounting data to be 
made in IFRS financial statements. 

� The above-mentioned adjustments represent the most conservative scenario

� A significant amount of these adjustments is caused by seasonality (e.g. cost of inventories sold includes gain from revaluation of fair 

value of biological assets recognized in prior periods – but recognition of a portion of the revenue from the 2010 crop will only occur 

under IFRS in financial statements for H1 2010)

� Amount of adjustments is the same for comparable periods, it does not affect the trends in EBITDA between Q1 2010  and Q1 2009.

� Calculations given above are for reference only. This presentation is commenting on management accounts data (without any 

adjustments)
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� Q1 2010 management accounts by sub-holding of the 
Group



8

Grain sub-holding

379

617

291

279

100

300

500

700

900

Q1 2009 Q1 2010

5.2

2.4

0.1 0.2

2.0%

8.3%

0

1

2

3

4

5

6

Q1 2009 Q1 2010

0%

2%

4%

6%

8%

10%

12%

Key factors of Q1 2010 Revenue and EBITDA, in billion 
rubles

�Revenue was 2.4 billion rubles. EBITDA was 0.2 billion rubles (vs. 5.2 billion 

rubles and 0.1 billion rubles in Q1 2009 respectively). 

�EBITDA margin grew 4x: from 2% to 8.3%

�Key factors influencing trends in financial performance:

� Lower volumes of grain trading: in 2009 we had large opening balances of 

our inventories that had to be sold – in a falling prices environment – even with 

a negative margin. After open position limits were set, we only can do a 

transaction in grain if our markup is positive. Due to that volumes are going 

down, but average markup is increasing.

� Rice prices down by 20% compared to Q1 2009, leading to lower sales 

volumes, lower revenue and lower margin in processed rice (cereals).

� Higher volume of grain owned by third parties in our storage facilities –

growth of 38% (from 658,000 tons to 908,000 tons). 

�Achievements of the sub-holding’s management team:

�Higher operating margins in spite of negative price situation

�Optimization of sub-holding’s headcount numbers (headcount decline by 

15%), decrease of G&A expenses by 13%

�Faster reimbursement of export VAT: +83 million rubles vs. 2009 levels

�The Group won a number of tenders for delivery of grain to several countries 

(total volume contracted exceeds 300,000 tons of grain)

Physical volumes 
(in ‘000 tons)

Revenue EBITDA

EBITDA margin

State intervention 
fund

Commercial 
counterparties

658

908

Third-party-owned grain in 
Group’s storage (in ‘000 tons)

Trading margin, open position 
size

Average open position 
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Markup, in 
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Sugar sub-holding
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Key factors defining trends in revenue and EBITDA Revenue, in billion rubles

Materials purchasing, in million 
rubles

Revenue

Sugar sales, in '000 tons

Trends in G&A expenses, 
in million rubles

�Sugar sub-holding revenue in Q1 2010 was 3 billion rubles (in 

Q1 2009  - 1.3 billion rubles) - growth of 2.3x

�EBITDA increased by 4.5x and was 0.9 billion rubles. EBITDA 

margin was 29% vs. 19% in 2009

�Factors defining trends in financial performance:

�Sugar sales volumes doubled (103,000 tons vs. 59,000 

tons)

�Growth of prices and margins (9,000 to 13,000 rubles per 

ton)

�Achievements of the sub-holding’s management team:

�Decrease of non-production-related G&A costs by 20%. 

This led to share of G&A costs in revenue decreasing from 

8% to 4%

�Raw sugar refining program started earlier: no downtime at 

sugar mills

�Optimization of procurement of materials: procurement 

prices fixed at 2009 levels

EBITDA
EBITDA margin, % Sales

Share of G&A 
expenses in 
revenue, in %

G&A expenses of 
operating entities

Margins for sugar from 
sugar beet, in rubles/ton

G&A expenses of Mgt.Co.
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Agricultural sub-holding
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� Q1 2010 revenue was 907 million rubles, EBITDA was 17 million rubles 

(in Q1 2009 - 602 million rubles and 13 million rubles respectively). 

� Sources for further efficiency increases at the agricultural sub-holding in 

2010:

� Increase in land under crops of 5% (to 332,000 hectares); 

� Increase in land under the most profitable crops (sugar beet, 

soybean, flax)

� Lower cost of growing (average price declines of 40% for 

fertilizers)
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� Cash flows. CAPEX. Loan portfolio
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Loan portfolio. CAPEX

Factor analysis of the Group’s debt in Q1 2010 (in billion rubles)Debt load: trends and restructuring of the loan por tfolio.

CAPEX trends, in million rubles
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342
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� Presently the Group has fully completed its restructuring of loan 

portfolio.

� The Group has fully met its obligations under the bonds put 

options 

� At the end of Q1 2010 total debt of the Group was 26.6 billion 

rubles.

� The Group’s loan portfolio increased by 1 billion rubles from 

01.01.2010: 

� CAPEX was 0.2 billion rubles (vs. 0.3 billion rubles in Q1 

2009)

� Financing seasonal need for working capital (sowing 

campaign) – 0.8 billion rubles

Debt structure as of 01 April 2010
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Take-aways

� Strong performance compared to Q1 2009. The most im portant sources for increased efficiency were:

� Revenue mix adjustment: increased share of high-margin operations (sugar from sugar beet, own agricultural 

produce) in total revenue.

� Trading: shift from transactions involving risk to stable revenue stream

� Optimization of administrative and management costs

� Control over CAPEX

� Current objective: cost reduction

� Bringing down the cost of funds

� Optimization of organizational structure, headcounts (in line with applicable legislation economic impact lags 

the decisions by 2 to 3 months) 

� Search for additional sources of optimization/savings in order to achieve target operating margins for the 

whole of 2010
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� Appendix. Market situation in agricultural commodit y 
markets
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Market for grain crops and rice
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Sugar market
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Refined (white) sugar price trends, in ‘000 rubles per ton

1. Lower prices for raw sugar (from record-setting USD 0.29 per 

pound in January 2010 to USD 0.15 per pound in March 2010) due 

to higher production of raw sugar. Domestic prices declined from

29,000 rubles per ton in January to 24,000 rubles per ton in March. 

Prices are 15% higher than in Q1 2009

2. Record-setting areas under sugar beet in Russia in the current 

season – over 1 million hectares. Forecasted 2010 production of 

sugar from sugar beet is up to 4 million tons.

3. Imports of raw sugar in 5 months of 2010 were over 1 million tons. 

In early 2009 there were no imports of raw sugar.

Current market trends

Global sugar balance, in million tons

Production

Share of sugar from sugar beet in 
total production, in % (RHS)

Source: IKAR, ISO
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Contact information

OAO RAZGULAY Group

109428, Moscow

2nd Institutskaya street, 6, bldg.64

Tel.: +7 (495) 232-2008

Fax: +7 (495) 170-0575

E-mail: ir@raz.ru

http://www.raz.ru


