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Sector Description

e Market Definition : The animal compound feed mdustry sector can be defined as a
branch of food processing industry, which has as domains of activity

— manufacturing of animal compound feed classified by animal categories and
species,

— manufacturing of special animal compound feed, medical pre-mixtures, P VM
nucleus;

— contracting, supplying, storing, preserving cereals and other raw materials used
for manufacturmg amimal compound feed,

— trading of animal compound feed, special animal compound feed. medical pre-
mixtures and other final products, according with the contracts signed with
companies from animal breeding mdustry, or sold through retail netwoik to
private animal breeders;

— services for the industry: engmeering, marketing, animal nutrition, raw material
and equipment import, attracting foreign capital, and other activities, according

-to the social status of each company.
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Sector Description

Market Size/Growth
1995 1996 1997 1998 3Yr CAGR

$M 16946 17719 14099 246 15 +76 69

Key Success Factors
— Current: Production Integration, Market Orientation

- Future: Increased feed demand if the domestic amimal breeding sector 1s
- rehabilitating
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Competitive Landscape

Sector Competitors Romanian Manufacturers of Amimal Feed
Indirect Competitors Mixes "manufadtured” in amimal breeding farms
Substitute Products Hay, Corn, Wheat
Major Strategies/ Strengths Weaknesses
Competitor Characteristics
COMBAC » Integrated in a larger > Traditonin > Communicatio
BACAU private holding meat n problems
specialized m food N ?{}igzrngmy between
processing industry — of products departments
AGRICOLA
INTERNATIONAL.
» All the production is
used for holding's

animal breeding.
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Competitive Landscape

Major
Competitor

Strategies/
Characteristics

Strengths

W eahnesses

OLTCHIM -
FNC BABENI

Integrated in a large
holding, mainly
involved in
chemical industry
Diversification
strategy — upstream
and downstream
integration in
agriculture, anim al
breeding and food
processing industry

Strong
managemen
t

Inside
holding
marhet —
OLTCHIM
employeces

» High debts

» Lack of
financial
resonIces

NUTRICOM
OLTENITA

Integration strategy

Fully -
automated
factory
High
quality of
products

» Lack of
marketing
activities

Substitutes for

Feed

> cereals, hay

* improvised
. mixes

Low prices/ low
nutritive value

A vailable
for small
farms,
anim al
breeders
Low cost

» Reduced
nutritiv g
value
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Competitor Analysis

Evolution of Total Feed Sales (tones)
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Competitor Analysis

Evolution of Total Feed Sales (million USD)
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Sector Market Share

Number of Companies Succesfully Operating Still Operating Closed or under Liquidat
Process
Integrated m Private Larger COMBAC BACAU
Holdings NUTRICOM OLTENITA

OLTCHIM-FNC BABENI

Private, Privatised or under NUTRICOD CODLEA BOIOCOMBS A
Privatization Process NUTRISAM SATU MARE NUTRICOMB CRAIOV A
NUTRIENTUL PALOTA COMBITIN BIHOR
ALCOMB SANTIMBRU
NUTRIVITA
NUTRIFORT
COMBIMAR
TEC - MIACO - COMBIPRA
COMBGORJ
NUTRIMIX
NUTRIMUR
COMBDRAG DRAGALINA
CAIND - NUTRIVIT
Stil State Owned (or more than ROMSUINTEST PERIS COMBCIULNITA
50% state ownership) COMBDRAG DRAGALINA COMBOR
{ SELECT NUTRICOMB ROMNUTRICOMB ROMA!
. . CREVEDIA ARAVIASCOMB ARAD
oLt X NUTREX CLUJ COMBISIB SIBIU
EURT SUR N R ARGECOMB TELECOMB ALEXANDRI-
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Sector Market Share

Present Situation of Companies in Animal Feed Sector

O Integrated in Private Larger Holdings
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Regional or Sub Segment Market Share

(Units or $ in thousands)

Historical Region Total Number of Number of State Number of Private
Companies Owned Companies Companies

BANAT 10 7 3

DOBROGREA 6 2 4

MOLDOVA 11 8 3

MUNTENIA 25 11 14
BUCHAREST 13 5 8

AREA (150KM)

OLTENIA 8 6 2
TRANSILVANIA 22 15 7

TOTAL 82 49 32

Key Takeaways

¢  Banat: NUTRIVIT - integrated with CAIND
« Dobrogea: MULTIVITA integrated with AVICOLA CONSTANTA (Negru Voda)

"~ «  Moldova: COMBAC integrated with AGRICOLA INTERNATIONAL
\(- Bueharest area: COMBIPRA integrated with TEC MIACO
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Seasonality of Industry

e Production volume is not influenced by seasonality

« Types of feed produced, recipes, may vary according to client’s needs
(animal breeders)

« Factory’s nutritionist will establish with the client, based on an
optimization program, the quantity and type of feed needed.
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Industry Customer Segmentation

Client Base (%of feed sales)

RN

Company Name Own State farms Private Farms | Private Persons
Consumption (small breeders)

NUTRICOD 20% 15% 30% 35%

S A

NUTRISAM 58 5% 8 7% 9% 0%

S A

COMBGORIJ 0% 80% 10% 10%

S A

NUTRIFORT 0% 95% 5% 0%

S A

NUTRIENTUL | 80% 0% 20% 0%

PALOTA S.A. .

NUTRIVITA 0% 31.3% 533% 15 4%

S.A. )
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Industry Customer Segn

Type of Feed Sold (% of feed production)

ientation

Company Name

Feed for Pigs

Feed for Poultry

Feed for Cattle

Other Types of

1} N

Feed
NUTRICOD 65% 30% 5% -
S A
NUTRISAM 58.5% 8 7% 9%
S A
COMBGORJ 60% 40% 0% 0%
S A
NUTRIFORT 95% 2 5% 25% 0%
S.A
NUTRIENTUL 80% 15% 5% 0%
PALOTA S.A
NUTRIVITA 60% - 17% 20% 3%
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Industry Distribution Channels

» Distribution area covers about 2 or 3 counties for each operating factory
» Distribution channels:
» Most clients pick up the feed at the plant.
» Many factories started opening their own factory outlets; the feed is
sold in bulk or in smaller packages - sacks of 50,20, 10, 5 kg
» Local network of private partners (dealers) at village level was
developed in order to get to the small animal breeder.
> Type of payment - special payments methods of payment were
introduced in order to increase sales: feed for cereals, feed for
Ministry of Agriculture’ s coupons.
DS Fox: bulk quantities, transportation is negotiated with the factory.

" N N
s 3
4 N
] 3 S

=
\'\ X t\x

A A . .
N RN U )
W NN N NS
A —— ™ \ X
NS ANR N . ls
Ny N N ¥ ~
3 Land O La Inc. ooy BN N
3 x NI
A M S W
. kY L
i(\k (XN Ny A N N
~, N N '
N N

enb e &

AP YEvIR . W




Industry Suppliers

Type of Input Supplier Manufacturer (country) i
A. Vegetal Inputs |
Cereals (corn, State Owned Farms (IAS), Private Romania
wheat, barley) Producers, Agricultural Associations
COMCEREAL OLT
CEREAL COM TIMIS
Soymeal Hellas Direct Import Hellas Greece
AVICOLA TG JIU IMPORT
FEEDROM CENTRAL SOIA - US |
Romamian factories :
EXPUR URZICENI, ULVAS VASLUI, ;
ULCOM SLOBOZIA, ARDEALUL |
CAREI f
ARDEALUL CAREL OLPO S.A Romama

Sunflower Meal

*

PODARI, ROSIORI SA., SUN OIL SRL
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Industry Suppliers

Type of Input Supphier Manufacturer (country)
B. Animal Proteins Inputs
Fishmeal Drirect import Raiffesen Germany
IMIGRAND SRL Constanta Peru
NISJANOROM SRL Satu Mare Denmark
NUTRIROM ROMANIA CT - BOYLOGNE sur Mer ~
France
Denmark
Powder Milk Direct import Raiffesen Germany
VERO TRANS SRL IMPORT
SEMBODJA ROMANIA Total Feed - Holland
Austiia
Animal Meal (Bone | Protan Codlea, Dej, Glina
Meal) -
Grease SUINPROD TG. JIU
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Industry Suppliers

Type of Input

Supplier

Manufacturer (cou

C. Amino-acids, Pre-mixes, Biostimulators, Others

Amimo-acids Rhone - Poulenc France
Agromil SRL
NOAK ROMANIA SRL IMPORT
NUTRIROM SRL Nutristar - Fiance
Pre-mixes (vitamms, | Raiffeisen, Lohman Germany

microelements) NUTRIROM SRL Nutristar - France
GUYOMARC'H
Biostimulators NOAC - Romania Alimet Belgium
Enzymes Kemin Romania Kemin Belgium
KRKA Romania Slovenia
. Calcium Carbonate EM JIBOU, IMD CONSTANTA
- Zooforts " NUTRIROM, GUYOMARC’H France

N

N w

AR
N\

& N

N
PO A

N
[N

%
-
Y R AR
N o R
. \
et
C X

L]
T
i\.\ A

o . e e
N Y
T AY

N

«

A

v *ﬂ‘;& ey
“w

R

[ t‘\

. 3 N £y

SARETIN

Yo

&

N N
N NN AN \

® yoe R EOAS &f

~ x S

18

P T



Y

>
>
>

Industry Opportunities & Threats

Opportunities

Legislative the new Government decision which increases at 45% duty taxes for
poultry and pig meat from Hungary, and excepted Fish Meal of duty taxes for 1999/
Financial financial sources for ecological projects mnvolving companies near border
area

Informational. the existence of a specialized database to help the compames know
better the feed and feed mputs market, better communication between sector
companies mn order to promote therr interests

Technological: modernmization would permut obtaining high quality feed at lower costs.

Threats

Decreased hivestock nurmber; destruction of animal breeding sector.

Legslative: no law of the “Compound Feed”

Taxation: very high profit tax, no facilities for invested profit, VAT % and regime,
agricultural tax.

> Duty taxes for mputs -

>

. LlandO'Lakes, Inc. - -
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Conclusions and Trends. Key
Points for Investors

» The companies that are still on the market have definite strengths, both at

managerial and technical - operational level They are confronted with an
aggressive environment, mnstable and not easily predictable - the
recommended strategies for them are DIVERSIFICATION strategies
Most of them already done that by integrating their activity with amimal
breeding.

The companies that are working successfully are already integrated,
private, and belong to Romanian or foreign holdings (examples
COMBAC - AGRICOLA INTERNATIONAL, COMBIPRA - TEC
MIACO).

The companies which are in the liquidation process are worth to be bought
as assets (small prices, trace the announcements of the State O wnership
Fund in the press). A new, performant management can be appointed.

-There is still a market for them (examples: COMBCIULNITA,
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Conclusions and Trends. Key Points for
Investors

New 1nvestments m animal breeding farms can be done which will integrate feed
companies (new or existent) For example, the Spanish Company Grupo coRen
Internacional”, mntends to invest in a new complex for pig, poultry and tutkeys,
together with a new feed factory at Rosior1 de Vede, Teleorman County. The biggest
problem 1is bureaucracy

If the European Union will decrease 1ts support for domestic production, there are
meat export opportunities to Russia and Former Soviet Union, which will increase the
demand for feed in Romania.

The EU experts ask for reducing the proportion of antibiotics in animal feed

The support for Farmer’s Clubs all around the country, together with extension
activities, can stimulate the communication channels between feed producers and
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their. potential clients, which will bring to increased demand for feed.
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