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Alexander Tolstoukhov,  

Founder and Co-owner 

 

Dear shareholders, 

 

I am pleased to inform you about the main events and achievements of Sadovaya Group in 2010 and present our 

expectations for the upcoming year. 

 

The financial year 2010 was a year of outstanding progress for Sadovaya Group. The Company showed a strong growth 

in revenue and income and laid the foundations for further growth in each of its business directions. We believe our 

present development program will make us the leading private producer of energy coal in Ukraine and also provide us 

with a strong base to look at opportunities abroad. 

 

In 2010 we outperformed our own expectations. According to operational results, with the 905 ths. tones of coal sold 

and 278.5 ths. tones of coal mined, Sadovaya Group boasts to be the fourth private energy coal producer in Ukraine and 

holds 5.6% market share in terms of coal consumed by Ukrainian TPPs (Thermal Power Plants). Strong operational 

results found its reflection in the income statement. Total revenue increased from US$13.3 million as of 31 December 

2009 to US$65.4 million as of 31 December 2010, revealing an impressive 391% year-to-year surge. Operating profit 

has increased from negative US$7.3 million as of 31 December 2009 to US$12.1 million as of 31 December 2010. 

Finally, net income has reached US$ 7.9 million as of 31 December 2010 compared to US$ 8.4 million loss as of 31 

December 2009.  

 

Sadovaya Group took a good lesson from a hard crisis time of 2009.  In 2010 the Company both diversified its customer 

base securing demand from private energy companies and strengthened business relationship with Coal of Ukraine to 

ensure stable coal deliveries to state-run coal consumers.  

 

We estimate strong growth potential in anthracite demand from the electricity and steel sector in the mid-term 

prospective. Demand increase from the power sector would be prompted by higher electricity production in Ukraine, 

which is likely to be fully covered by increase at coal-fired power plants. Demand from the steel sector would be driven 

by increased iron production. The Group is eager to grow in its niche, actively invests into production growth, and 

expands both customer base and geography of sales. 

 

This year we plan to launch additional longwalls on two our operating mines – Rassvet-1 mine and Sadovaya mine in 

addition to four currently operating longwalls, which will enable us to triple the daily coal mining volumes. We has 

already bought the license to develop Roskoshniy field and look forward to acquiring the license to develop 

Krasnoluchskaya-Severnaya field, which will increase our resource base from current 40.7 mmt to 122.2 mmt. 

Expanding our waste recovery business we plan to put into operation two waste recycling factories, which will boost 

development of our waste dumps and tailing ponds, further improving our profitability margins.  

 

Undoubtedly, as the highlight of the past year I must mention the Company‟s Initial Public Offering. In December 2010, 

Sadovaya Group was successfully listed on the Warsaw Stock Exchange raising US$30.4 million of new equity and 

started a new era in its development as a public company. Following the offering we constantly improve our governance 

standards and corporate culture. 

 

Looking into the past, the 2010 brought us successful results and proved our ability to reach declared targets. Sadovaya 

Group has financial, operational and human resources for confident step into the 2011. We will always do our best to 

achieve the development goals to maximize shareholder value and meet the expectation of our stakeholders. 

 

Sincerely Yours, 

 

Alexander Tolstoukhov 
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The Directors present their report to shareholders for the financial year ended 31 December 2010. 

 

 

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW 
 

Sadovaya Group S.A., incorporated in the Grand Duchy of Luxembourg, is a holding company for a group of six 

companies incorporated and operating in Ukraine in the mining industry and a Cypriot subholding (the “Group”). 

 

The Group‟s principal activities are the preparation and marketing of coal from three main sources: own underground 

mining, the recovery of coal waste deposits, and third party purchases. The Group‟s diversified mining and related 

operations are divided into the following main segments: coal mining and coal enrichment (or coal cleaning), the 

extraction of coal from waste deposits (or processing of waste dumps), and coal trading (or trade activities). 

 

The Group has two mining complexes in the Donbas region with its own infrastructure. Mining, coal enrichment and 

trading operations are conducted by companies  Shahta Sadovaya LLC and Shahta Rassvet-1 LLC. Processing of coal 

waste is executed by company Interdon PC, which controls 16 coal waste dumps and tailings ponds that are located in 

Luhansk Region. The Group also consists of companies that provide supplementary production facilities and services 

(e.g. logistics) and that control integral property complexes that are leased to operating companies. 

 

Brief description of the Group structure:  

 

Group’s Company 
Country of 

incorporation 
Activity 

   
Sadovaya Group S.A. Luxemburg Parent company 

Sadovaya LLC Cyprus Subholding 

“Shahta”Sadovaya” LTD Ukraine Mining and sale of coal  

“Shahta”Rassvet-1” LTD Ukraine Mining and sale of coal 

“Volat Trans” PE Ukraine Transportation 

“Interinvest” LTD Ukraine Holding & servicing of PP&E items 

“Interdon” PE Ukraine Processing of waste dumps & tailing ponds  

“Donvostok” LTD Ukraine Holding & servicing of PP&E items 

 

 

Review of developments, position and performance of the Group’s business 

 

Sadovaya Group is the one of the largest private producers of anthracitic (energy) coal in Ukraine. 

 

The Group‟s financial position at 31 December 2010 as presented in the consolidated balance sheet reflects significant  

recovery and development after 2009 downturn. The net asset position of the Group has been substantially increased in 

year 2010 following the issue of new share capital at a premium, which resulted in capital injection of US$ 30.3 million. 

For the year ended 31 December 2010 the Group recorded a net profit of US$ 7.9  million compared to a loss of US$ 8.4 

million for the year ended 31 December 2009, primarily as a result of increased sales on recovered demand from energy 

sector in Ukraine in post-crisis period. 

The EBITDA for year 2010 amounted to US$ 16.2 million (compared to negative US$3.2 million in 2009). The 

EBITDA margin and net profit margin for the year 2010 reached 25% and 12% correspondingly. 
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Revenue 

 

Total revenue increased from US$  13.3 million as of  31 December 2009 to US$ 65.4 million as of 31 December 2010, 

revealing 391% year-on-year increase. 

 

The main part of sales volume was generated from mining and coal cleaning activities comprising 96% of total revenue 

(US$ 62.9 million). For information on sales segmentation please refer to Note 5 of the consolidated report. 

 

Cost of goods sold 

Cost of sales increased from US$ 17.5 million as of 31 December 2009 to US$ 50.4 million as of 31 December 2010, 

that represents a 288% year-on-year increase. The increase is explained mainly by growth in sales volume. The main 

cost of sales components are as follows:  

- Raw materials - 78% of total COS (US$ 39.2 million). Raw materials increased by 21% compared to year 2009 

affected mainly by increase in prices of coal for cleaning;  

- Wages and salaries – 9% of total COS (US$ 4.6 million), decreased by 2% compared to year 2009 due to production 

volume increase; 

- Depreciation – 6% of total COS (US$ 3.2 million), decreased by 7% compared to year 2009 due to production 

volume increase; 

For detailed information about COS segments please refer to Note 7 of the consolidated audit report. 

 

Gross profit 

Gross profit increased from negative US$ 4.1 million as of 31 December 2009 to positive US$ 15.0 million as of 31 

December 2010, which represents 23% of Group‟s 2010 consolidated revenues. The overall increase reflects growth in 

sales volume and coal prices. 

 

Operating expenses 

Distribution costs increased from US$ 520 thousand in the financial year ended 31 December 2009 to US$ 1,388 

thousand in the financial year ended 31 December 2010. The 167% year-on-year growth is due to the increase in 

tonnage of coal handled by our company and increase in transportation costs on our domestic market (increase of 

railway tariff) in the reporting period. 

 

General and administrative expenses increased from US$ 556 thousand as of 31 December 2010 to US$ 1,517 thousand 

as of 31 December 2010, +173% year-on-year. Share of general and administrative expenses in consolidated sales 

decreased from 4.2% in 2009 to 2.3% in 2010. 

 

Finance costs increased from US$ 2.3 million as of 31 December 2009 to US$ 4.9 million as of 31 December 2010, 

+114% year-on-year. The increase reflects primarily the effect of long-term receivables discounting (US$ 1.45 million). 

Share of finance costs decreased from 17% to 7% of sales for the year ended 31 December 2009 and 2010 respectively. 
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Comparative analysis of  key operating and financial data for years 2010 and 2009: 

 

 
 

(1) EBITDA is defined as operating profit/(loss) before depreciation and amortization, gains/losses on sale of property, plant and equipment and 

intangible assets and revaluation gains/losses on property, plant and equipment recognized in income statement. EBITDA provides additional 
performance measure to show effects of the Company's operations which are difficult to recognize directly from the Consolidated Financial 

Statements. EBITDA calculations have not been subject to separate auditor's review although items used for calculation of EBITDA have been derived 

from the audited or reviewed Consolidated Financial Statements. 

 

Cash flow 

Our principal sources of liquidity are cash obtained from operations, borrowings under various short-term and long-term 

bank facilities and lines of credit. Our bank credit lines are provided by domestic banking institutions (Credit-Dnepr 

Bank). Banks provide financing to our Group either in US$ or in Hryvna. For information on material loan facilities 

extended to our Group Subsidiaries see notes 18.2 and 30. 

 

In the financial year ended in December 31, 2010, with sales growing by 391%, our working capital requirements 

increased by US$ 27.4 million financed primarily through bank loans and current profit. 

With our high cash levels and the strong liquidity of our coal commodities inventory, together with our trading policy, 

we believe our working capital levels satisfy our present business needs. 

 

Cash used in investing activities was US$ 2.6 million for the year ending 31 December 2010, primarily reflecting the 

acquisition of the mining equipment and development of longwalls. 

 

RELATED PARTY TRANSACTIONS 

 

Information in respect of related parties transactions is disclosed in note 28 to the consolidated report. Total amount of 

proceeds from goods and services arising from such transactions doesn‟t exceed 1% of total revenue. The most 

significant transaction the Group executed with related parties in FY 2010 is shown in accounts payable. Accounts 

payable are interest-free at each date. Such liabilities arose due to machinery lease from related parties and purchased 

US$ million 31-Dec-10 31-Dec-09 y-o-y change

Revenue 65.4 13.3 391%

EBITDA
(1)

16.2 (3.2) n/m

EBITDA margin 25% neg n/m

Operating profit/(loss) 12.1 (7.3) n/m

Operating margin 19% neg n/m

Profit/(loss) for the year 7.9 (8.4) n/m

Profit margin 12% neg n/m

Total assets 97.1 49.3 97%

Total equity 59.4 26.3 126%

Cash and equivalents 32.5 0.04 81130%

Loans and borrowings  (non-current)              - 0.002 n/m

Loans and borrowings (current) 16.9 10.9 55%
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coal. Accounts receivable from related parties at each date are interest-free as well. Prices of such transactions with 

related parties are established according with market ones. Provisions for impairment of accounts receivable from the 

related parties were not charged. 

 

PRINCIPAL RISKS AND UNCERTAINTIES 

 

Price for coal 

Level of coal prices in Ukraine is historically lower than world prices and is regulated by the Government. For the last 

decade the price for coal in Ukraine was constantly growing. 

 

Demand for coal products 

Demand for coal is fluctuating and depends on the shape of local and world economy, as well as weather conditions. The 

Company understands the risk and is diversifying its customer base, signs long-term contracts and considers expansion 

to export markets. 

 

Additional principal risks and uncertainties faced by the Group and the steps taken to manage these risks are disclosed in 

Note 29 of the consolidated financial statements. 

 

FUTURE DEVELOPMENTS OF THE GROUP 

 

The Company intends to use net proceeds from the issue of share capital to finance the Company‟s development 

program, including: 

 

Modernization and development of existing mines Sadovaya and Rassvet-1 to increase coal production via both an 

increase in mining efficiency (through the purchase of new modern equipment) and an increase in the number of 

working longwalls from the current four units to seven in 2011. 

 

Construction of two enrichment complexes to process the Group‟s on-ground coal waste deposits. The Group intends to 

invest into the construction of a dense-media enrichment complex for processing the waste dumps with a total 

processing capacity of 150 tonnes/h and annual expected coal output of 198 thousand tonnes. The Group also intends to 

invest into the construction of an enrichment complex for processing tailings ponds deposits, with a total processing 

capacity of 200 tonnes/h and an expected annual coal output of 540 thousand tonnes. Both complexes are slated to be 

put into operation in the second half of 2011. The Company may consider financing part of the project costs related to 

equipment purchase by attracting a project financing facility, while costs related to construction works are planned to be 

financed by net proceeds from issue of the Offer Shares. 

 

Acquisition and development of the Roskoshniy and Krasnoluchskaya Severnaya coal deposits. In 2011 the Group has 

bought Roskoshniy coal deposit (a field that is attached to the Group‟s currently operational Sadovaya Mine) and 

expects to complete the acquisition of coal deposit Krasnoluchskaya Severnaya. The acquisition of Krasnoluchskaya 

Severnaya  will increase the Group‟s total coal resources under control from 40.7 million tonnes to 122.2 million tonnes 

and provide with significant growth opportunities. 

 

SHARE CAPITAL 

 

On 9 November 2010 the Board of Directors of the Company resolved to proceed with the initial public offering of 

10,771,423 new ordinary shares of the Company and the application for the admission of the entire issued share capital 

of the Company, including the Offer Shares, to trading on the regulated market of the Warsaw Stock Exchange. The 

members of the Company held an Extraordinary General Meeting on  9 November 2010 where they authorized and 

approved the increase of the issued share capital of the Company from EUR 323,142 to EUR 430,976 (divided into 
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38,771,423 shares of nominal value US$ 0.01), by the creation of 10,771,423 new shares of a nominal value of US$ 0.01 

each ranking pari pasu with the existing shares of a nominal value of US$ 0.021 each, in the share capital of the 

Company. In this respect the Company issued 10,771,423 ordinary shares of EUR 0.01 each at a premium of US$ 2.83 

each and received total gross proceeds of US$ 30.4 million. 

 

On 30 December 2010 the shares of the Company were admitted on the regulated market of the Warsaw Stock 

Exchange. 

 

BOARD OF DIRECTORS 

 

Mrs. Olena Abrosimova, Class A Director; 

Mrs. Iryna Daryina, Class A Director; 

Mr. Vitaliy Dogval, Class A Director; 

Mr. Oleksandr Miroshnyk, Class A Director; 

Mrs. Nadiya Tanushkina, Class A Director; 

Mr. Pierre Mestdagh, Class B Director; 

Mr. Pierre-Siffrein Guillet, Class B Director 

Directors were appointed with effect as of the date of the 13 October 2010. 

 

 

EVENTS AFTER THE END OF THE REPORTING PERIOD 

 

As at 28 March 2011 the “Volat Trans” PE obtained 18% loan in amount 1,747,200 UAH from PJSC Bank “Credit 

Dnepr”. Maturity date is 28 March 2014. 

 

Loan 1 from Note 29 was prolonged from 1 April 2011 to 1 April 2012. According to agreement #010411 dated 1 April 

2011. 

Loan 3 was fully repaid in March 2011. 

Loan 4 from Note 29 was prolonged from 1 April 2011 to 1 April 2012 and interest rate was changed from 25% to 19%  

per annum. According to agreement #010411 dated 1 April 2011. 

 

In April 2010 Sadovaya Limited, the wholly owned subsidiary of the Sadovaya Group S.A., incorporated Sadovaya 

(Cyprus) Trading Limited. The share capital of Sadovaya (Cyprus) Trading Limited is US$ 500,000 and will be paid in 

cash till the end of the year 2011. All shares in Sadovaya (Cyprus) Trading Limited will be held by Sadovaya Limited.  

The Registered Office of the Sadovaya (Cyprus) Trading Limited will be at 1, Lampousas Street, Nicosia 1095, Cyprus. 

The newly incorporated company will act as a trading house of the Sadovaya Group responsible for trading with 

international markets. 

 

As at 17 March 2011 the Group has acquired the license to develop “Roskoshniy” coal field, a natural extension of the 

Sadovaya field. Total resources of "A" grade coal (anthracite) at "Roskoshniy" field within the bounds of the coal seams 

l7
в
 , l6

н
, l4

в
, k7

н
 amounted to 17.6 million tons. Proven and probable reserves (2P), as confirmed by IMC under JORC 

code, are 9.1 million tons as of July 1, 2010. The license is issued for 20 years. 
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Resource base in „000 tonnes, under JORC classification

(1)
 

 

 

Old fields Roskoshniy field Total Change 

Total resources (measured and indicated) 23,129 17,617 40,746 76% 

Total reserves for mine (proven and probable) 17,853 9,051 26,904 51% 

(1) Resource base as audited by IMC as of July 1, 2010 
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CORPORATE GOVERNANCE 

Pursuant to the Warsaw Stock Exchange By-laws, and in connection with the listing of the Company‟s shares on the 

Warsaw Stock Exchange, the Company is required to declare which of the Polish principles of corporate governance 

contained in the WSE Corporate Governance Rules it intends to comply with and to state the reasons for the non-

compliance.  

The Company has decided to observe the majority of the WSE Corporate Governance Rules. However, certain 

principles apply to the Company only to the extent allowed by Luxembourg corporate law and corporate structure of the 

Group, especially the single board structure as opposed to the two-tier system that the WSE Corporate Governance 

Rules assume. The Company does not have two separate governing bodies (supervisory board and management board) 

which are obligatory in Polish joint stock companies. Instead, its Board of Directors performs both the management and 

supervisory functions. As a result, the Company applies those principles of the WSE Corporate Governance Rules which 

refer to relations between supervisory board and management board not directly, but accordingly. 

Recommendations for Best Practice for Listed Companies 

No Rule Yes/No Comment of Sadovaya Group 

SA 

1 A company should pursue a transparent and effective 

information policy using both traditional methods and modern 

technologies and latest communication tools ensuring fast, 

secure and effective access to information. Using such methods 

to the broadest extent possible, a company should in particular: 

maintain a company website; ensure adequate communication 

with investors and analysts, and use to this purpose also modern 

methods of Internet communication; enable on-line broadcasts of 

General Meetings over the Internet, record General Meetings, 

and publish the recordings on the company website 

YES Except of on-line broadcast of 

General Meetings over the 

Internet, recording General 

Meetings and publishing them 

on the Company website 

2 A company should make every effort to ensure that any 

cancellation of a General Meeting or change of its date should 

not prevent or restrict the exercise of the shareholders' right to 

participate in a General Meeting 

YES  

3 Where securities issued by a company are traded in different 

countries (or in different markets) and in different legal systems, 

the company should strive to ensure that corporate events related 

to the acquisition of rights by shareholders take place on the 

same dates in all the countries where such securities are traded 

YES  

4 A company should have a remuneration policy and rules of 

defining the policy. The remuneration policy should in particular 

determine the form, structure, and level of remuneration of 

members of supervisory and management bodies. Commission 

Recommendation of 14 December 2004 fostering an appropriate 

regime for the remuneration of directors of listed companies 

(2004/913/EC) and Commission Recommendation of 30 April 

2009 complementing that Recommendation (2009/385/EC) 

should apply in defining the remuneration policy for members of 

supervisory and management bodies of the company 

NO The Company plans to adopt 

remuneration policy and rules 

till the end of 2011 

 

5 A member of the Supervisory Board should have appropriate 

expertise and experience and be able to devote the time 

YES The Company has no 

Supervisory board (in 
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necessary to perform his or her duties. A member of the 

Supervisory Board should take relevant action to ensure that the 

Supervisory Board is informed about issues significant to the 

company 

compliance with Luxembourg 

law), so this Rule will apply to 

members of the Board of 

Directors 

6 Each member of the Supervisory Board should act in the 

interests of the company and form independent decisions and 

judgments, and in particular: refuse to accept unreasonable 

benefits which could have a negative impact on the 

independence of his or her opinions and judgments; raise explicit 

objections and separate opinions in any case when he or she 

deems that the decision of the Supervisory Board is contrary to 

the interest the company 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

members of the Board of 

Directors 

7 No shareholder may be given undue preference over other 

shareholders with regard to transactions and agreements made by 

the company with shareholders and their related entities 

YES  

8 The WSE recommends to public companies and their 

shareholders that they ensure a balanced proportion of women 

and men in management and supervisory functions in 

companies, thus reinforcing the creativity and innovation of the 

companies' economic business 

YES  

 

Best Practice for Management Boards of Listed Companies 

No Rule Yes/No Comment of Sadovaya Group 

SA 

1 A company should operate a corporate website and publish on it, 

in addition to information required by legal regulations 
  

 1) basic corporate regulations, in particular the statutes 

and internal regulations of its governing bodies 

YES  

 2) professional CVs of the members of its governing 

bodies 

YES  

 3) current and periodic reports YES  

 4) where members of the company's governing body are 

elected by the General Meeting - the basis for proposed 

candidates for the company's Management Board and 

Supervisory Board available to the company, together 

with the professional CVs of the candidates within a 

timeframe enabling a review of the documents and an 

informed decision on a resolution 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

candidates to the Board of 

Directors 

 5) annual reports on the activity of the Supervisory Board 

taking account of the work of its committees together 

with the evaluation of the work of the Supervisory 

Board and of the internal control system and the 

significant risk management system submitted by the 

Supervisory Board 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

management reports who are 

part of the annual reports 
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 6) shareholders' questions on issues on the agenda 

submitted before and during a General Meeting 

together with answers to those questions 

YES  

 7) information about the reasons for cancellation of a 

General Meeting, change of its date or agenda together 

with grounds 

YES  

 8) information about breaks in a General Meetings and the 

grounds of those breaks 

YES  

 9) information on corporate events such as payment of the 

dividend, or other events leading to the acquisition or 

limitation of rights of a shareholder, including the 

deadlines and principles of such operations. Such 

information should be published within a timeframe 

enabling investors to make investment decisions 

YES  

 10) information known to the Management Board based on 

a statement by a member of the Supervisory Board on 

any relationship of a member of the Supervisory Board 

with a shareholder who holds shares representing not 

less than 5% of all votes at the company's General 

Meeting 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

members of the Board of 

Directors 

 11) where the company has introduced an employee 

incentive scheme based on shares or similar instruments 

- information about the projected cost to be incurred by 

the company from to its introduction 

YES  

 

 12) a statement on compliance with the corporate 

governance rules contained in the last published annual 

report, as well as the report referred to in § 29.5 of the 

Exchange Rules, if published 

YES  

 13) information about the content of the company's internal 

rule of changing the company authorised to audit 

financial statements or information about the absence of 

such rule 

YES  

2 14) A company should ensure that its website is also 

available in English, at least to the extent described in 

section II.1. 

YES  

3 15) Before a company executes a significant agreement 

with a related entity, its Management Board shall 

request the approval of the transaction/agreement by the 

Supervisory Board. This condition does not apply to 

typical transactions made on market terms within the 

operating business by the company with a subsidiary 

where the company holds a majority stake. For the 

purpose of this document, related entity shall be 

understood within the meaning of the Regulation of the 

Minister of Finance issued pursuant to Article 60.2 of 

the Act on Public Offering, Conditions Governing the 

Introduction of Financial Instruments to Organised 

Trading, and Public Companies (Dz.U. No. 184, item 

NO The Company has no 

Supervisory Board and is 

unable to comply with this rule 
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1539, as amended) 

4 16) A member of the Management Board should provide 

notification of any conflicts of interest which have 

arisen or may arise, to the Management Board and 

should refrain from taking part in the discussion and 

from voting on the adoption of a resolution on the issue 

which gives rise to such a conflict of interest 

YES  

5 17) A General Meeting should be attended by members of 

the Management Board who can answer questions 

submitted at the General Meeting 

YES  

6 18) A company shall set the place and date of a General 

Meeting so as to enable the participation of the highest 

possible number of shareholders 

YES  

7 19) If a company's Management Board is informed that a 

General Meeting has been summoned pursuant to 

Article 399 § 2-4 of the Code of Commercial 

Partnerships and Companies, the company's 

Management Board shall immediately perform the 

actions it is required to take in connection with 

organising and conducting a General Meeting. This rule 

shall also apply if a General Meeting is summoned on 

the basis of authorisation given by the registration court 

pursuant to Article 400 § 3 of the Code of Commercial 

Partnerships and Companies 

YES  

 

Best Practice for Supervisory Board Members 

The Company does not have two separate governing bodies (supervisory board and management board) instead, its 

Board of Directors perform both the management and supervisory functions. 

No Rule Yes/No Comment of Sadovaya Group 

SA 

1 In addition to its responsibilities laid down in legal provisions the 

Supervisory Board should: 

  

 once a year prepare and present to the Ordinary General Meeting 

a brief assessment of the company's standing including an 

evaluation of the internal control system and the significant risk 

management system; 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

the Board of Directors 

 once a year prepare and present to the Ordinary General Meeting 

an evaluation of its work; 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

the Board of Directors 

 review and present opinions on issues subject to resolutions of 

the General Meeting. 
YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 
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law), so this Rule will apply to 

the Board of Directors  

2 A member of the Supervisory Board should submit to the 

company's Management Board information on any relationship 

with a shareholder who holds shares representing not less than 

5% of all votes at the General Meeting. This obligation concerns 

financial, family, and other relationships which may affect the 

position of the member of the Supervisory Board on issues 

decided by the Supervisory Board. 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

members of the Board of 

Directors 

3 A General Meeting should be attended by members of the 

Supervisory Board who can answer questions submitted at the 

General Meeting. 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

members of the Board of 

Directors 

4 A member of the Supervisory Board should notify any conflicts 

of interest which have arisen or may arise to the Supervisory 

Board and should refrain from taking part in the discussion and 

from voting on the adoption of a resolution on the issue which 

gives rise to such a conflict of interest. 

 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

members of the Board of 

Directors 

5 A member of the Supervisory Board should not resign from this 

function if this action could have a negative impact on the 

Supervisory Board's capacity to act, including the adoption of 

resolutions by the Supervisory Board. 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

the Board of Directors 

6 At least two members of the Supervisory Board should meet the 

criteria of being independent from the company and entities with 

significant connections with the company. The independence 

criteria should be applied under Annex II to the Commission 

Recommendation o f  15 February  2005 on the ro le of  

nonexecu tive or superv isory d irectors o f  l i sted  

companies  and on the commit tees o f  the 

(superv isory) board.  Irrespective of the provisions of point 

(b) of the said Annex, a person who is an employee of the 

company or an associated company cannot be deemed to meet 

the independence criteria described in the Annex. In addition, a 

relationship with a shareholder precluding the independence of a 

member of the Supervisory Board as understood in this rule is an 

actual and significant relationship with any shareholder who has 

the right to exercise at least 5% of all votes at the General 

Meeting. 

 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

the Board of Directors 

 

7 Annex I to the Commission Recommendation of 15 February 

2005 on the role of non-executive or supervisory directors... 

should apply to the tasks and the operation of the committees of 

the Supervisory Board. 

YES The Company has no 

Supervisory Board (in 

compliance with Luxembourg 

law), so this Rule will apply to 

the Board of Directors 
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8 Execution by the company of an agreement/transaction with a 

related entity which meets the conditions of section II.3 requires 

the approval of the Supervisory Board 

NO The Company has no 

Supervisory Board and is 

unable to comply with this rule 

 

Best Practices of Shareholders 

No Rule Yes/No Comment of Sadovaya Group 

SA 

1 Presence of representatives of the media should be allowed at 

General Meetings 

YES  

2 The rules of General Meetings should not restrict the 

participation of shareholders in General Meetings and the 

exercising of their rights. Amendments of the rules should take 

effect at the earliest as of the next General Meeting 

YES  

3 A resolution of the General Meeting concerning an issue of 

shares with subscription rights should specify the issue price or 

the mechanism of setting it or obligate the competent body to set 

it before the date of subscription rights within a timeframe 

enabling an investment decision 

YES  

4 Resolutions of the General Meeting should allow for a sufficient 

period of time between decisions causing specific corporate 

events and the date of setting the rights of shareholders pursuant 

to such events 

YES  

5 The date of setting the right to dividend and the date of dividend 

payment should be set so to ensure the shortest possible period 

between them, in each case not longer than 15 business days. A 

longer period between these dates requires detailed grounds 

YES  

6 A resolution of the General Meeting concerning a conditional 

dividend payment may only contain such conditions whose 

potential fulfilment must take place before the date of setting the 

right to dividend 

YES  

7 A resolution of the General Meeting to split the nominal value of 

shares should not set the new nominal value of the shares at a 

level which could result in a very low unit market value of the 

shares, which could consequently pose a threat to the correct and 

reliable valuation of the company listed on the Exchange 

YES  

8 A company should enable its shareholders to participate in a 

General Meeting using electronic communication means 

through: 

real-life broadcast of General Meetings; real-time bilateral 

communication where shareholders may take the floor during a 

General Meeting from a location other than the General Meeting; 

exercise their right to vote during a General Meeting either in 

person or through a plenipotentiary. 

NO Under the Luxembourg law, 

personal participation of either 

the shareholder or his proxy 

should take place 
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This rule should be applied not later than 1 January 2012 

 

 

Recommendations for Best Practice for Listed Companies 

No Rule Yes/No Comment of Sadovaya Group 
SA 

1 A company should pursue a transparent and effective 
information policy using both traditional methods and modern 
technologies and latest communication tools ensuring fast, 
secure and effective access to information. Using such methods 
to the broadest extent possible, a company should in particular: 
maintain a company website; ensure adequate communication 
with investors and analysts, and use to this purpose also modern 
methods of Internet communication; enable on-line broadcasts of 
General Meetings over the Internet, record General Meetings, 
and publish the recordings on the company website 
 

YES Except of on-line broadcast of 
General Meetings over the 
Internet, recording General 
Meetings and publishing them 
on the Company website 

2 A company should make every effort to ensure that any 
cancellation of a General Meeting or change of its date should 
not prevent or restrict the exercise of the shareholders' right to 
participate in a General Meeting 

YES  

3 Where securities issued by a company are traded in different 
countries (or in different markets) and in different legal systems, 
the company should strive to ensure that corporate events related 
to the acquisition of rights by shareholders take place on the 
same dates in all the countries where such securities are traded 

YES  

4 A company should have a remuneration policy and rules of 
defining the policy. The remuneration policy should in particular 
determine the form, structure, and level of remuneration of 
members of supervisory and management bodies. Commission 
Recommendation of 14 December 2004 fostering an appropriate 
regime for the remuneration of directors of listed companies 
(2004/913/EC) and Commission Recommendation of 30 April 
2009 complementing that Recommendation (2009/385/EC) 
should apply in defining the remuneration policy for members of 
supervisory and management bodies of the company 

NO The Company plans to adopt 
remuneration policy and rules 
till the end of 2011 

 

5 A member of the Supervisory Board should have appropriate 
expertise and experience and be able to devote the time 
necessary to perform his or her duties. A member of the 
Supervisory Board should take relevant action to ensure that the 
Supervisory Board is informed about issues significant to the 
company 

NO The Company has no 
Supervisory board, its single 
Board structure complies with 
Luxembourg corporate law 

6 Each member of the Supervisory Board should act in the 
interests of the company and form independent decisions and 
judgments, and in particular: refuse to accept unreasonable 
benefits which could have a negative impact on the 
independence of his or her opinions and judgments; raise explicit 

NO The Company has no 
Supervisory Board and is 
unable to comply with this rule 
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Sadovaya Group S.A. 

412F, route d’Esch, L-2085 

Luxembourg, the Grand Duchy of Luxembourg 

Main Office 
6 Moskovskaya Street  

Alchevsk, Luhansk Oblast  

Ukraine  

94204  

 

t: +38 06442 525 52(53)(54) 

f: + 38 06442 555 58  
info@sadovayagroup.com 

www.sadovayagroup.com 
 

Alex Dubyna  

IR Manager, Sadovaya Group  
dubyna@sadovaya.com.ua  
t: +38 095 276 4539 
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