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Company PresentationScope and Limitations

All financial and other information contained in this presentation has been obtained

from and prepared on the basis of publicly available data or data prepared by the

management of the Portfolio Companies, RusForest has not verified such data for its

completeness or accuracy; RusForest does not make any representation or warranty,

nor does it assume any liability, as regards completeness or accuracy of financial or

other information which has been obtained from such publicly available sources, or

from the management of the Portfolio Companies.

The presentation contains projections, estimates and descriptions of the Manager’s

plans and objectives, such estimates are forward-looking statements. Actual future

results, including the results of the Portfolio Companies, the nature and timing of

investments and/or divestments made by the Company, actual financial returns

achieved on any such investments could differ materially due to, among other things,

market factors and the actions of the Company as well as other factors discussed

elsewhere in this presentation.

The details of certain proposed or actual transactions have not been disclosed in

cases where such disclosure would actually or potentially breach any prevailing

market regulations, including (but without limitation to) the OMX Nordic Exchange’s

Listing Rules.

2



Company Presentation

3

Russia holds around 20% of the world’s forest resources

Forests are owned by the Federal Government, administered by regional 

branches of the Forestry Service and leased to leaseholders for around 49 

years

Lease payments (effectively stumpage) are based on annual allowable cut 

(AAC) in the leased forest area - rates are around EUR 1.5 per m3 of AAC

Forest areas are held by pulp and paper companies and wood processing 

companies - there are no investment funds at this stage

Introduction
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View on Russian Forestry

Proximity to growth markets in Central Asia and relative 

proximity to China and Japan

Strong cost advantage on stumpage, labour and power 

costs

But productivity is lower, and transport costs are higher, than on 

developed markets

Access to enormous forest resources which would be 

”locked in” following the introduction of  a EUR 50 per m3

export duty on sawlogs



Company PresentationLegal Structure

RusForest  AB aquired 50% of RusForest  Limited from Vostok 

Nafta through an issue in kind

8,537,640 shares issued

Vostok Nafta now owns 46.7% of RusForest AB

5*Simplified Legal Structure
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Company PresentationAAC Summary

Total Forest Area of over 1 million hectares, with around 80% 

Softwood - predominantly Pine and Larch

Total AAC of 1.655 mln m3 as at June 2009

Handing back ~140,000 m3 (AAC) from Tuba Group –

excessive in current environment
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Company PresentationForest Land

Recent acquisitions brings the total forest land controlled by 

RusForest to ~1 mln hectares

Harvest of around 600,000 m3 during 2008

Will increase to over 1 million by 2010

Forest Land Owned or *Controlled, T ha
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Company PresentationMarket Situation

Most developed markets for sawnwood collapsed H2-08, but Scandinavia 

producer stock levels are coming down from an all time high reached around April 

2008

Developing markets which are partly isolated from global competition are 

relatively resilient (the "Stans")

US new housing sales at highest level since July 2008 in last data set, at approx. 

39 thousand units

Housing Data, USA and Japan, 2004 – 2009 
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Company PresentationSales Markets

Set up RusForest trading house at end of 08

Active sales function to avoid dependency on 

traders in Ust Ilimsk

Greater flexibility to redirect sales quickly given 

prevailing market conditions

Major sales initiatives taken in Central Asia and 

Azerbaijan during Q1 09 

Moved volumes to these markets when prices fell 

in Northern Africa and parts of the Middle East 

partly due to Scandinavian supply

More sizeable volumes again directed at the 

Middle East and Egypt as we have seen 

some price recovery

Japan also an important market 

Closely observing developments on the 

Chinese sawnwood market

RusForest Sales Geography 1H09
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Source: RusForest Trading, *Includes volumes delivered domestically 

but for further processing to Japanese specifications
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Market Situation cont’d

As a low cost producer, able to cope with very weak price 

environment

Rouble weakness positive for RusForest as an exporter -

100% of costs are Rouble based

Almost all sales are on advance payment basis, so 

exposure to late payments limited

The lack of local bank debt makes it impossible to smooth 

working capital over the summer months and/or offer 

delayed payment terms



Company PresentationDuties and Pricing

Increased export duties on 

Roundwood planned

Originally Russia planned to raise 

duties to 80% (min 50 EUR) by Jan 

2009, now 9-12 (or more) month 

delay communicated

Could take some 50 mln m3 off the 

global market...

... and theoretically decrease global 

sawnwood supply by 15 mln m3

Prices affected by global GDP 

cycle and credit crisis

North American market is extremely 

weak

But Central Asian markets still 

relatively buoyant

Sawnwood Prices in Ust-Ilimsk, 2006 - 2009
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Russian Forestry

Russian Timer Reserves
82.1 Billion m3

Annual Allowable Cut
635 Mln m3

Annual Harvest
207 Mln m3
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Forestry Flowchart, excluding imports in processing

Source: The Ministry of Industry and Trade of the Russian Federation



Company PresentationForest Lease Terms

49 and 25 year terms

Stumpage cost around 1 – 2 USD per m3 of AAC – reduced rates for first three 

years of forest lease

Stumpage indexed up by regional co-efficient on an annual basis

Fire protection and replanting obligations included in lease terms

Inspections carried out by regional forestry inspectors

Stumpage Prices in Finland, 2003 – 2009  Lease Payments per AAC, 2008 

Source: FFIF, Metla Source  Company data, Rouble exchange rate: 35.58 
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Russia Softwood Log Costs

Source: Pöyry
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Production Value Chain

Forestry Operations Value Chain Sawmilling Value Chain
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Pricing

Planned Revenues
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RusForest 1H operating parameters

RusForest Operational data 1H09

Y-o-y Harvesting- and Sawnwood volumes up 28% and 33% respectively

Negative bottom line development mainly due to lower sales prices, larger 

third party sawlog purchases, higher prices for logs and higher fuel costs

1H09 Actuals*

Unit PIK Group Tuba Group Lesprom Boguchansky Bamlesstroi
Consolidated 

1H09
1H08

RusForest ownership interest (start of year) 80% 100% 100% 100% 100%

Annual Allowable Cut (AAC) m3 734,700   457,000       128,100     112,400       233,000       1,665,200      1,203,000         

Utilised AAC m3 209,413   49,039         3,772         28,271         -                290,495         226,284            

Utilistion of AAC % 38.0% 14.3% 3.9% 33.5% -                34.9% 37.6%

Sawnwood volumes m3 51,087     9,936           768             20,160         -             81,951            61,564              

Forest area Hectares 436,033   257,750       30,988       48,695         231,554       1,005,020      633,898            

Revenue (e) MRUR 320.1 66.1 92.2 81.3 -                559.7              543.4                 

Net earnings MRUR (14.50) (34.67) (9.5) (41.7) (4.0) (104.3) (81.9)

* Source: Figures based on financial statements prepared under Russian Accounting Standards (RAS) for the individual Group companies. PIK Group includes PIK-89, PIK 2005 and TD RusForest; TUBA Group includes Tuba-

Les and Tublesprom; Boguchansky includes Boguchansky LPK and TSLKK. Physical harvesting and sawmilling volumes, and forest resources, for 1H08 are adjusted for volumes attributable to Nebelsky LPH.
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RusForest AB financial summary

1H09 Financial Summary

P&L highlights (pro forma)

6 months to 30th June 2009 SEK mln

Operating profit before financing costs (41.9)

Net profit 63.9

Balance sheet highlights

As at 30th June 2009

SEK mln

Total assets 951.8

Current interest bearing loans 12.2

Non-current interest bearing loans 20.7

Other liabilities 90.3

Equity 828.5

Total equity and liabilities 951.8

*The acquisition of the remaining 50% in RusForest Limited took place on June 1, 2009, and RusForest AB therefore fully consolidates the RusForest subsidiaries from that date. All 

consolidated financials attributable to the RusForest subsidiaries are subsequently based on the period June 1 – June 30, 2009.

Weaker market prices

Strong order book, but under 

delivering by roughly 40%

Customers recognise quality of 

Siberian Pine and Larch

Uneven log flow has however caused 

start-stop operations, quality issues in 

production and lower average sales 

prices

“Snow-stocks” will be created during 

winter 09/10 to ensure adequate raw 

material supply during poor summer 

months

Consistent profitability expected 

once markets stabilise and log flow 

properly organised
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Financials

RusForest has a sound financial position with SEK 32.9 

million in debt as of June 30, compared to total equity of 

SEK 828.5 million

The company has a USD 4 million credit line with USD 3 

million (SEK 24.8 million) still undrawn

H1-2009 was disappointing - but not unexpected due to 

launch of operations at two of the company’s largest 

assets

2010 is expected to be profitable even under a weak 

price scenario
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Share Price Performance

21,870,870 shares issued

Book value per share, SEK 45.24*

Share trading at a 60% discount to book value at SEK 

18.00 per share*

* Calculations made before issue in kind transaction with Vostok Nafta Investment Ltd
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RusForest Goverment Relations

RusForest has strong government 

relations throughout the areas where we 

are active – Government relations are 

organised by Vladimir Gaidamakin

We have received support from local 

and Federal Government for all of our 

investments

In particular we have signed an 

economic and social partnership 

agreement with the Government of 

Krasnoyarsk and are negotiating a 

similar agreement with the Irkutsk 

Region

Following a visit to OOO Bogouchanski 

LPK by the Governor of Krasnoyarsk, 

we expected to be given “priority” status

Mr. Chagin of Boguchansky LPK (middle) touring the new RusForest 

sawmill with the Gouvenor of Krasnoyarsk, Mr. Khloponin (right), and 

Vice-Governor Gnezdilov (left)



Company PresentationBogouchansky LPK

New sawmilling facility complete

HewSaw R250 (80 - 380 mm)

10 – 50 cm logs at 50 - 90 m/min

Base capacity of 100 Tm3/year

Production began in the middle of 

October

Partial internal sourcing of saw-

logs through TSLKK

AAC of 112,000 m3 (+ 48,000 

subleased) with own harvesting and 

transport equipment

Remaining input demand will be 

satisfied by open market sawlog 

purchases

HewSaw R250 Line
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Long Term Outlook

The long term case for forestry in Russia is compelling 

given a combination of low costs and proximity to Central 

Asia

RusForest’s long term objective is to continue to monetise 

its significant forestry resource by increasing its sawmilling 

capacity and value-added activities whilst generating an 

acceptable return on capital  
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Russian Gravel Company

A significant reserve base of hard rock (granite and 

gabbro-diabase) with over 100 million m3 of C1 and C2 

reserves;

Access to 2 railway lines (Oktyabrskaya and Severnaya) 

and the Belomor-Baltiisky canal allows year-round sales, 

with access to the local, St Petersburg and Moscow 

markets

Hard rock is required for road building, railway ballast and 

concrete production

On site work completed, railway permission to commence 

shipments received
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Russian Gravel Co.

Construction finally completed, but significant market 

weakness

May 2008 May 2009
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Aggregate Usage

Aggregates provide good access to the infrastructure 

development theme in Russia

Russian per capita usage of aggregates is very low given 

the country’s obvious need for infrastructure spending

Aggregate consumption per capita
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Aggregates – External Environment

Aggregate prices have been growing strongly in the past, 

however they are now falling in light of the construction 

slowdown

In addition disbursement of Government funds for road 

building has been very slow in 2009

Year on year growth in investment and construction activity to March 2009
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Russian Gravel Co. - Status

Blasting and overburden clearing at Ramrucheyskoye

completed

Primary and secondary plant installed and working, all 

testing completed

Railhead complete and permission from Russian Railways 

for use of railhead received 

First deliveries of finished product made to customers April 

2009

Claims against Russian shareholders settled and 

RusForest currently owns 92.7% (up from 51%)
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Conclusion

Initially was a 3-4 year exit horizon, this has 

been pushed out by around 2 years as selling 

at the bottom of the market is pointless

Capital has been applied sensibly with virtually 

no leverage

Assets have good prospects in a “normalised” 

external environment
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RusForest

Strategically Located

Access to Russia and CIS

Western style management and IFRS 

accounting

Track record in delivering projects


