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2009 Site Visit Agenda

Activity Time Location

OSR Field Visit - Micholaev 14.00 Viewing and examination  of OSR fields

Presentations (Finance, 
Farming and Crimea)

15.45 Promyslova, (finance, legal, land offices)

Transfer to Swiss Hotel 18.45
Central Lviv, check in and prepare for 
diner 

www.landkom.com1Landkom Employees are here to help understanding

diner 

Diner – Restaurant Kypol 19.45 Central Lviv – meet at Swiss H otel

Krasne Storage Site 08.30
Bus leaves Swiss Hotel for Krasne – take all 
luggage

Bily Kamen base/Wheat 
Field Visit

10.15 Transfer by bus

Q&A Round-up 12.00 Bily Kamen Board Room

Transfer to Airport 13.00 Transfer by bus



� During first nine months, implementation of investm ent and expansion 
strategy

� Land Bank rose to 115,000 ha

� 45,000 tonnes of oil seed and grain harvested

� Falls in commodity prices, global economic crisis a nd cessation of 
agriculture lending in Ukraine led to shift in stra tegy to focus on cash usage 
and conservation

2008 Highlights – Year of Two Parts

www.landkom.com

and conservation

� Over 100,000 tonnes of oil seed and grain expected in 2009 from 30,950 ha 
of autumn planted winter crops
– Winter crop audit positive

� Looking to reduce to land bank to 75,000 ha to bett er reflect short term 
planting targets and to focus of most fertile, econ omically efficient land

� Significant cost cutting and rationalisation implem ented

2Business flexible to changes in market conditions



Group Strategy

� Goal remains to become a leading, scale oil 
seed and grain producer

� Maintain and further progress focus on reducing 
costs to ensure become leader in the cost vs. 
yield equation

� Learn from experiences gained over the past 
two years to increase efficiency

www.landkom.com

� Cut Land Bank to levels which can be cropped 
in the short to medium term

� Ensure valuable corporate resource is 
channelled to the core cropping business

– Reduce exposure to non-core operations 
through sale of stakes and JVs

3Landkom to become leading grain producer



Review of Operations – 2008 Harvest

� 2008 harvest encountered some of most difficult 
weather to hit region in living memory

� Effort of the team was admirable given conditions

� Allocation of combines to regions key to preserving  
quality and revenue potential of crop – another 
key lesson from 2008 harvest

– In Q1 2009 logistics team completed signing of 
combine contracts to give surplus of combine 
capacity to ensure timely access to fields
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capacity to ensure timely access to fields

� Weather permitting, expectation given current 
situation is dry yields in excess of 2008 crop yiel d
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Source: Lviv metrological office
Note:10 year mean based on 1996-2006 Rainfall

Winter 
Wheat

Oil Seed 
Rape

Spring 
Wheat

Quantity of produce/ MT 
(in field)

19,707 19,572 5,974

Area of land harvested (Ha) 5,227 6,203 5,893

Yield 3.77 3.16 1.01

Heavy rainfall impacted 2008 harvest



Review of Operations – Crop Sales

� In 2008 a majority of the high value OSR 

was sold to one global grain trader at a 

price of $540 +VAT per tonne

– Reliable counterparty paying within 3 

days of invoicing

� Total sales from 2008 harvest, including 

post year end sale amount to over 
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post year end sale amount to over 

$12 million

� 2009 estimates indicate excess of 100k 

tonnes of crop to be sold

� Management seeks to sign appropriate 

forward sale agreements when timing is 

deemed optimal
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Source: Bloomberg, 1 May 2009
Note: Rebased to 100 from 11/5/07

Management waiting for prices to follow indicators



Review of Operations – Equipment capex

� Given economic environment in H1 2008 
and shortage of farming equipment, 2009 
capex was brought forward to 2008

� $38 million was spent on fixed asset 
equipment during the year – almost 
exclusively in first 8 months of the year

� Equipment base is more than adequate 

Equipment Overview

Tractors 65

Seeder Drills 21

Combines 19

Discs 33

Ploughs 47

Spraying units 18

Logistics fleet 220

www.landkom.com

� Equipment base is more than adequate 
for the 2009/10 planting cycle

� Have in house dealer quality fixed and 
mobile service/maintenance  stations

– Strict service and repair schedule to 
maintain equipment in good 
condition

6

Logistics fleet 220

Adequate quantities of quality machinery 



Review of Operations – Storage

� Phase 1 of the drying and storage facility at 
Krasne is nearing completion

– 7 ha rail side site

– 20,000 tonnes of storage capacity 

– 50-100 tonnes per hour of drying capacity

– Phase 2 equipment purchased and on site 
to double this capacity

– $7.5 million invested 

� Landkom owns five flat storage 
buffer sites 
– Up to 17,000 tonnes of 

storage
� Additional silos contracted in on 

exclusive agreements
– All contracts signed, far 

advanced compared to 2008

www.landkom.com

– $7.5 million invested 

7Own storage to be ready for harvest



� Around 5,000 ha of contiguous land with large field  sizes

� Run as a separate operation to farming in west

� Purchased as an operating entity with land in good condition

– Around 3,500 ha under crop (predominantly wheat)

– Irrigation infrastructure in place (pipes and pumpi ng stations)

� 64 ha trial pivot in place in collaboration with Li ndsay

� Potential for spin -off with financing to fund expansion of irrigated f ields

Review of Operations – Crimea

www.landkom.com

� Potential for spin -off with financing to fund expansion of irrigated f ields

8Crimea has potential to be hidden jewel



Review of Operations - Land

� Restructuring of the Land Bank which was announced in Q1 2009 is 
ongoing

– Process of identifying most logistically economic, fertile, contiguous 
land with long term registered leases

– Land Bank currently around 91,000 ha under control 

– Approximately 60% of leases have a remaining term o f 10-15 years

– Average lease length is approximately nine years

www.landkom.com

– Average lease length is approximately nine years

– Right to buy at end of leases remains (assuming lif ting of land 
acquisition moratorium) 

� Post restructuring, management seeks to have improv ed Land Bank with 
average term of 10 years with up to 70% having a re maining term of 10-15 
years

� During 2008 13 freehold based purchased to which in puts and equipments 
can be allocated leading to significant logistics s avings

9Progress being made on Land Bank restructuring



� Farming is the core operation within Landkom

� Appointment of farmer to the Board – Ben Adams

� Changes made in the past six months led to the farm ing operation being 
run by farmers with managerial layers removed

� Fewer expats, more communication and reliance 

on local farmers and their extensive knowledge

Farming – Resource and leadership

www.landkom.com

on local farmers and their extensive knowledge

� Considerable farming experience available in house

– 15 local agronomists and 5 local farm managers

– Managed by 2 expat farmers

� Backed up by the experience and permanent on site p resence of Scottish 
Agricultural College (“SAC”)

10Deep internal farming expertise



Farming - Results

� With less resources, have achieved three-fold incre ase in planting (autumn 
2008). Applied all chemical and fertiliser applicat ions within required 
windows

� Standard of farming output far superior to 
previous year

– Tramlines

– Smoothness of fields 

www.landkom.com11

–
– Weeds responded well to autumn chemicals 

reducing spring control requirement

� Winter crop audit by SAC shows minimal crop impact over the winter, better 
than 2008 and the crop overall in “good condition”

� Extended cold weather over winter means OSR harvest  process likely to start 
in 2nd half of June – weather permitting

Quality of crop in ground superior to 2008



Impact of Ukrainian economic crisis

� Impact limited on Group’s operation

� Operations deal with politics on a local level

� Credit more difficult to secure

�

www.landkom.com

� VAT refunds time consuming to negotiate

� Currency devaluation decreases local Ukrainian cost s

12Impact of economic crisis - mixed



Restructuring/Cost Cutting

� Aug/Sept – review of 2007/8 crop cycle where costs w ere deemed too 

high

� Alignment of variable cost base to current scale of  business

� Developed revised performance indicators which will  give clear view of 

performance

– Cost per ha

www.landkom.com

– Cost per ha

– Dry Yields

– Gross margin

– Employees per 1,000 ha

� Since September 2008, Group has been going through aggressive cost 

reduction and change of culture

13Focus  has been on measuring and cutting costs



Q4 2008/Q1 2009 Update

� Land Bank restructuring

� Headcount rationalisation

– Both expat and Ukrainians

� Improved farming efficiencies

– Tailoring inputs

– Opportunistic purchasing

Payroll, May -08: US$1.14m
Payroll, May -09: US$0.45m
Reduction (YoY): 57%

Land Bank, Dec -08:   115,000

Pay Roll:

Land Bank:

www.landkom.com

– Opportunistic purchasing

� Reduction in admin expenses

� Additional funds raised in March 2009 to ensure ful l chemical and fertiliser 

requirements applied to crops
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Land Bank, Dec -08:   115,000
Land Bank, May -09:  91,000
Reduction : 21%

Strong progress made on cutting costs



Financials - Summary

� Investment made in 2008 will form basis for growth over coming years

� Given current economic conditions, operations and p lanting to be funded 

from internal resources

� Profitability needs to be achieved assuming current  scale

� Continue to explore potential of making prudent use  of current ungeared

www.landkom.com

� Continue to explore potential of making prudent use  of current ungeared

balance sheet

� Look at spin off and independent financing of non-c ore assets

� Build upon progress made with the 2008 tax approval , and work to receive 

VAT rebate

15Building blocks in place for profitability



Group Financials 2008 – Income Statement

� Summary Income Statement

Period end 31 Dec. $m Highlights

Revenue 10.6
Sale of OSR and some wheat. 17,000 
tonnes in storage at year end (now sold)

Loss from change in value 
of Biological Assets

(11.0)
Conservative value of crop in the ground 
and write-down from 2008

Cost from 2008 crop, land preparation, 

www.landkom.com

Direct Costs (36.7)
Cost from 2008 crop, land preparation, 
logistics and depreciation 

Administrative Expenses (15.8)
Salaries, marketing, corporate costs, 
advisers – aim to reduce by at least 30% in 
2009

Forex Loss (4.6)
Reduction in value of hryvna based VAT 
receivable

Pre Tax Loss (55.7)

16Costs to be reduced in future periods



Group Financials 2008 – Balance Sheet

� Summary Year end Balance Sheet

Period end 31 Dec $m 
Dec 31 

2008
Dec 31

2007 Highlights

Property, Plant, Equip 48.3 13.3
Capex covers majority of 2008 and 
2009 capex requirements

Biological Assets 13.4 7.3
Crop in ground at Dec 31 and using 
prudent assumptions

Includes maintenance depot 

www.landkom.com

Inventories 7.3 1.3
Includes maintenance depot 
spares, crop for sale and crop 
inputs

Current receivables 11.1 7.1 Majority is VAT receivable 

Cash 4.2 87.6
Supplemented by fundraise in 
March 2009

Current Payables 7.7 3.6
Amount owing to suppliers over the 
next 12 months

Debt and Financial 
Liabilities

0.8 0.1 Financial lease

17No material debt on the balance sheet



Group Financials 2008 – Cash Flow

� Summary Cash Flow Statement

Period end 31 Dec $m 
Dec 31 

2008
Jun 30 
2008 Highlights

Net cash used in 
operations

(64.5) (40.3) Working capital movement, 
funds spent on crop

Net cash used in investing
activities

(38.4) (35.8) 2.8 m invested since Jul. 1 2008

Net cash received from 21.0 20.8 Placing in March 2008

www.landkom.com

� In 2009 cash being used strictly for crop uses
� Capex spent is reduced to minimal levels for 2009
� Apart from non-core disposals, internally generated  funds to be used for 

future investment

Net cash received from 
financing activities

21.0 20.8 Placing in March 2008

18Funds invested in equipment and operations



Group Key Performance Indicators

� Cost per Ha

US$/ha 2007 Planting 2008 Planting Cost Saving

ha planted 11,430 30,950 -

Cost of inputs (seed, 
chemicals and fertilizer)

434 411 5%

Fuel 206 61 70%

www.landkom.com19

Labour 219 73 67%

Harvesting/storage/drying/
transportation

154 92 40%

Equipment maintenance 187 111 40%

Land and other 57 37 36%

Total cost per ha 1,257 785 38%

Cost per ha metrics are key to performance



� We look to measure the business with other metrics going forward:

2008 2009/Current

– Yield

• OSR 3.2 -

• Wheat 3.8 -

– Employees per 1,000 ha 34 24

Group Key Performance Indicators

www.landkom.com

– Employees per 1,000 ha 34 24

– Pre Tax Profit $(55.7)m -

– Planted ha as % of Land Bank 27% 34%

20Group will report on other metrics in the future



Outlook

� Substantial farming operation in one of world’s mor e fertile arable farming 

regions

� Ongoing efforts to reduce cost while maximising yie ld

� Controlled growth of cultivated lands

www.landkom.com

� New streamlined management team

� Crop has all applications made at correct time  and  is “good condition 

with good weed control and crop health”

21Management looking forward to a successful year


