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Intention to Conduct an Initial Public Offering in London and Moscow

PhosAgro, a vertically-integrated global leader in the phosphate fertiliser industry, based in Russia, today announces its intention to conduct an initial public offering (the "Offering") of its existing ordinary shares (the "Shares"). The Offering will be in the form of Shares to investors in Russia and both Shares and global depositary receipts ("GDRs") to international institutional investors outside of Russia.

The Offering will comprise the sale of existing Shares by a group of the Company's shareholders, which may include Chlodwig Enterprises Limited, Miles Ahead Management Limited, Adorabella Limited, Dubhe Holdings Limited and Fornido Holding Limited (together, the "Selling Shareholders") each of which is a company organised and existing under the laws of Cyprus.
The Company has received approval from the Federal Service for Financial Markets in Russia (FSFM) to float 2,661,927 shares in the form of GDRs, or 21.35% of the Company’s total share capital, outside of Russia. The Shares are listed on quotation list "V" on the Closed Joint-Stock Company "MICEX" Stock Exchange (MICEX), and admitted to trading on the Open Joint-Stock Company "Russian Trading System" Stock Exchange (RTS). PhosAgro intends to apply for the admission of the GDRs to the Official List of the UK Financial Services Authority and to trading on the regulated main market of the London Stock Exchange plc. Following the transaction there shall be a lockup period of 180 days for the Company and existing shareholders. Thirty GDRs will represent an interest in one Share.  Following admission, Shares and GDRs are expected to be traded under the symbol "PHOR".  

The Offering is subject to receipt of all the necessary regulatory approvals, including the relevant registrations and approvals by the U.K. Financial Services Authority. Citi, Renaissance Capital and Troika Dialog have been appointed as Joint Global Coordinators. Citi, Renaissance Capital, Troika Dialog, Credit Suisse and BMO Capital Markets are acting as Joint Bookrunners of the Global Offering.   Raiffeisenbank is acting as Co-lead Manager. 

The Company and its subsidiaries are referred to herein as “the Group”.

PhosAgro is a vertically integrated global leader in the phosphate fertiliser industry.  The Group focuses on the production of phosphate-based fertilisers, feed phosphate and high-grade phosphate rock, as well as ammonia and nitrogen-based fertilisers.  In 2010, the Group was the largest phosphate-based fertiliser producer in Europe, the largest producer of high-grade phosphate rock worldwide and the third largest MAP/DAP producer in the world (excluding China), according to Fertecon.  

Key strengths include:

· The Group benefits from strong industry fundamentals – PhosAgro is well positioned to benefit from the strong fundamentals of the Russian fertiliser industry as well as the global fertiliser industry which, to a large extent, is driven by the growth of emerging economies. 

· The Group’s vertically-integrated business model provides it with significant advantages over its competitors – PhosAgro’s phosphate-based fertiliser production is integrated with mining of apatite-nepheline ore, production of high-grade phosphate rock and production of key feedstocks, including phosphoric acid, sulphuric acid and ammonia.

· The Group has a high-quality, rich ore reserve base – PhosAgro has significant reserves of high-quality, very low level of radioactivity and hazardous metals content apatite-nepheline ore. Measured as of 1 June 2011 according to the JORC Code, reserves and resources consisted of proved and probable reserves of 771.4 million tonnes and measured and indicated resources (inclusive of reserves) of 2,074 million tonnes. The Group’s existing resources base allows it to maintain production of high grade phosphate rock for over 75 years based on current extraction volumes. Rich in different minerals PhosAgro’s ore embodies over 280 million tonnes of Al2O3 (Aluminium Oxide) resources, the largest in Russia; as well as over 41% of Russian rare earth resources; and other useful elements such as Titanium Dioxide.
· The Group benefits from a sustainable, low-cost advantage – PhosAgro currently benefits from relatively low raw materials and production costs compared to some of its competitors due to access to low-cost feedstock, in particular phosphate rock, natural gas and sulphur, and cost-efficient logistics and transportation. Approximately 70% of DAP production cash costs are attributed to two major feedstock – phosphate rock and ammonia, both controlled by the Group.

· The Group benefits from a flexible MAP/DAP/NPK/NPS production model combined with a flexible sales strategy – PhosAgro’s ability to produce MAP/DAP/NPK/NPS on the same production line combined with flexible sales and marketing strategy enables the Group to optimise netback prices (selling prices less selling costs) and achieve high utilisation rates at its production facilities.

· The Group benefits from globally-diversified sales and a strong own domestic distribution network – PhosAgro distributes its products globally through large and well-known independent traders and distributors through which the Group has access to major fertiliser markets. Domestically, PhosAgro has its own fertiliser distribution network which is the largest in Russia. 

· The Group is well positioned to benefit from the significant growth potential of the Russian fertiliser market – according to ChemExpert, PhosAgro is the leading Russian fertiliser supplier of MAP and NPK, the most popular phosphate-based fertilisers in Russia, and is well positioned to benefit from the significant growth potential of the Russian fertiliser market.

· The Group has a strong and experienced management team with a proven track record – with an average of 21 years of service, PhosAgro’s senior management team has detailed knowledge of and experience in the fertiliser industry and provides the Group with the skills and expertise required to implement its strategy.
· The Group has one of the biggest internal power generation capacities among the Russian fertiliser producers – the Group implements a power generation and power saving programme thereby reducing the Group's reliance on third-party energy suppliers. Ammophos and BMF produce electricity using steam-powered turbines utilising also steam power generated from sulphuric acid production.  As a result, Ammophos is fully energy self-sufficient and also sells energy to third parties, while BMF produces enough energy to satisfy approx. 70 per cent. of its energy requirements. In total the Group is more than 32 per cent. energy self sufficient. 
· The Group has its own transport agent – through PhosAgro’s wholly owned subsidiary Fos-Agro Trans LLC the Group operates one of the largest railcar fleets in the Russian fertiliser industry with approximately 6,000 owned and leased railcars.  

Commenting on the intention to list, Maxim Volkov, CEO of PhosAgro, said:

“PhosAgro’s business is built on quality assets, a strong track record of production and an experienced management team.  We believe we are well positioned to continue to be a leading global player in our field and are looking forward to our IPO, sharing our success with investors and enjoying the benefits of capital markets access.”
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For further information on PhosAgro please visit the company’s website – www.PhosAgro.biz 

Summary Information on PhosAgro 

Overview

The Group is a leading global vertically integrated phosphate-based fertiliser producer.  The Group focuses on the production of phosphate-based fertilisers, feed phosphate and high-grade phosphate rock (P2O5 content of not less than 35.7 per cent.) as well as ammonia and nitrogen-based fertilisers.  In 2010, the Group was the largest phosphate-based fertiliser producer in Europe, the largest producer of high-grade phosphate rock worldwide and the third largest MAP/DAP producer in the world (excluding China), according to Fertecon.  The Group’s reserves and resources of apatite-nepheline ore, measured as of 1 June 2011 according to the JORC Code, consisted of proved and probable reserves of 771.4 million tonnes and measured and indicated resources (inclusive of reserves) of 2,073.9 million tonnes, according to IMC.  The Group's mines and phosphate rock production facilities are located in the mountain areas of the Kola Peninsula in the Murmansk region of North West Russia, whereas the Group's fertiliser and feed phosphate production assets are located near the city of Cherepovets in the Vologda region and near the city of Balakovo in the Saratov region of South West part of European Russia.

As part of its vertically integrated business model, the Group mines apatite-nepheline ore from its own mines and extracts high-grade phosphate rock from the ore at the Group's beneficiation plants.  The Group then uses more than half of its phosphate rock output as a raw material to produce phosphate-based fertilisers such as MAP/DAP/NPK/NPS and to produce MCP, a feed phosphate mainly used in the agricultural husbandry feed industry.    The Group also sells phosphate rock to third parties in the domestic and European markets.  In addition, the Group produces ammonia, which it uses internally for the production of phosphate-based and nitrogen-based fertilisers and sells any excess to third parties.  The Group also extracts nepheline concentrate from its apatite-nepheline ore and sells it to third parties for the production of alumina, cement, soda ash, potassium carbonate and gallium.
The Group’s principal product groups are (i) phosphate rock, (ii) phosphate-based fertilisers and feed phosphate MCP, and (iii) nitrogen-based fertilisers and ammonia.  These product groups accounted for 18.0 per cent., 58.7 per cent. (of which 91.0 per cent. accounted for sales of MAP/DAP/NPK) and 9.1 per cent., respectively, of the Group’s external sales revenue in 2010.  The Group’s remaining external sales revenue principally related to the sales of nepheline concentrate (0.8 per cent. of the Group’s external sales revenue in 2010), sales of electricity and heat energy (steam and hot water), sales of consulting, transportation and other services, and other sales.

The Group sells its fertilisers outside Russia through large and well-known international traders and distributors.  Export sales accounted for 81.9 per cent. of the Group's fertiliser and feed phosphate sales in 2010, with the Group's fertilisers and feed phosphate exported to more than 60 countries. The principal export markets for the Group's fertiliser products are South Asia, Latin America and West Europe.  The Group sells phosphate rock outside Russia directly to end customers in Europe.  In 2010, export sales of the Group's phosphate rock accounted for 42.4 per cent. of the Group's external phosphate rock sales.  Overall, export sales accounted for 65.1 per cent. of the Group's total sales in 2010.  Most of the sales of the Group's fertilisers in Russia are made directly to end customers through the Group's domestic distribution platform comprising seven distribution centres located in the seven major agricultural regions of Russia.  The Group also sells domestically third-party fertilisers through its distribution network.  Most of the sales of the Group's phosphate rock in Russia are made directly to end customers outside of the Group's distribution network.  In 2010, domestic sales of fertilisers and feed phosphate accounted for 18.1 per cent. of the Group's fertiliser and feed phosphate sales, while domestic phosphate rock sales accounted for 57.6 per cent. of the Group's external phosphate rock sales.  Overall, domestic sales accounted for 34.9 per cent. of the Group's total sales in 2010.

Overview of the Operational Structure of the Group

The Group's principal operations comprise:

•
Phosphate Rock Division comprised of Apatit, which mines apatite-nepheline ore and produces phosphate rock and nepheline concentrate.  Apatit has four operating apatite-nepheline ore mines and two beneficiation plants which process ore from Apatit's mines and produce phosphate rock and nepheline concentrate;

•
Phosphate-Based Fertiliser and Feed Phosphate Division comprised of Ammophos and BMF, which produce phosphate-based fertilisers and feed phosphate MCP from the phosphate rock and ammonia produced by the Group;

•
Ammonia and Nitrogen-Based Fertilisers Division comprised of Cherepovetsky Azot, which produces ammonia, ammonium nitrate and ammonium nitrate-based fertilisers, and Agro-Cherepovets, which produces urea from the ammonia produced by Cherepovetsky Azot;

•
Storage and Distribution Network comprised of seven distribution centres and 19 warehouses in Russia, as well as additional leased warehouse space in Russia;

•
Transportation Unit which primarily handles the delivery of the Group's products domestically in Russia, and operates the Group's owned and leased railcar fleet; and

•
Research and Development Unit, NIUIF, which is the only research institute in Russia specialising in phosphate-based fertilisers with a focus on environmentally friendly and resource efficient technologies in the fertiliser industry and which provides its services to the Group and to third parties.

Strategy

The Group's short-term strategy focuses on optimising the Group's profit margins.  In order to achieve this objective, the Group plans to implement several initiatives including modernisation and expansion of some of its production facilities to further improve flexibility, construction of a new urea plant and a new electricity power plant and increasing its railcar fleet.

The Group's key long-term strategic objectives are to reinforce its position as a global leading integrated producer of fertilisers and to enhance overall value for its shareholders. To achieve these objectives, the Group intends to pursue the following long-term strategies:

· Increase fertiliser and feed phosphate production capacities;

· Utilise full potential of apatite-nepheline ore through increased production of nepheline concentrate and extraction of rare earth minerals;

· Continue to improve operational flexibility and efficiency; and

· Diversify product portfolio towards industrial phosphates commencing with the production of purified phosphoric acids.

Summary of Financial and Production Information

For the year ended 31 December 2010, the Group had total revenue of 77.0 billion roubles (US$2.5billion), adjusted EBITDA of 20.5 billion roubles (US$674million) and profit for the year of 12.0 billion roubles (US$395million). The Group’s adjusted EBITDA margin and profit margin were 26.6 per cent. and 15.6 per cent., respectively, in that year.

In the three months ended 31 March 2011, the Group had total revenue of 24.5 billion roubles (US$837million), adjusted EBITDA of 9.1 billion roubles (US$311million) and profit for the period of 6.2 billion roubles (US213million). The Group’s adjusted EBITDA margin and profit margin were 37.2 per cent. and 25.5 per cent., respectively, in that period. 
In the three months ended 31 March 2011, the Group:

· extracted 6,688 thousand tonnes of apatite-nepheline ore;

· produced 2,007 thousand tonnes of phosphate rock and 1,029 thousand tonnes of phosphate-based fertilisers and feed phosphate;

· produced 298 thousand tonnes of ammonia, 123 thousand tonnes of ammonium nitrate and 124 thousand tonnes of urea; and

· produced 248 thousand tonnes of nepheline concentrate. 

Note: applied average RUB/USD exchange rates are 30.3692 for the year ended 31 December 2010 and 29.2698 for the three months ended 31 March 2011.
Glossary of Terms:

	Phosphate-Based Fertilisers:
	

	MAP
	monoammonium phosphate 

	DAP
	diammonium phosphate

	NPK
	nitrogen-phosphorus-potassium

	NPS
	nitrogen-phosphorus-sulphur

	APP
	liquid fertiliser ammonium polyphosphate

	
	

	Feed phosphate:
	

	MCP
	monocalcium phosphate

	
	

	Nitrogen-Based Fertilisers:
	

	AN
	ammonium nitrate, Urea
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These materials are not an offer for sale of any securities in the United States. Securities may not be offered or sold in the United States absent registration or an exemption from registration under the U.S. Securities Act of 1933, as amended. The Company has not registered and does not intend to register any portion of any offering in the United States or to conduct a public offering of any securities in the United States.

Some of the information in these materials may contain projections or other forward-looking statements regarding future events or the future financial performance of the Company. You can identify forward looking statements by terms such as "expect", "believe", "anticipate", "estimate", "intend", "will", "could," "may" or "might" the negative of such terms or other similar expressions. The Company wishes to caution you that these statements are only predictions and that actual events or results may differ materially. The Company does not intend to update these statements to reflect events and circumstances occurring after the date hereof or to reflect the occurrence of unanticipated events. Many factors could cause the actual results to differ materially from those contained in projections or forward-looking statements of the Company, including, among others, general economic conditions, the competitive environment, risks associated with operating in Russia, rapid technological and market change in the industries the Company operates in, as well as many other risks specifically related to the Company and its operations.

Neither these materials nor any copy of it may be taken or transmitted, directly or indirectly, into the United States, Australia, Canada, Japan or the Russian Federation. These materials do not constitute or form part of any offer or invitation to sell, or any solicitation of any offer to purchase or subscribe nor shall it (or any part of it) or the fact of its distribution, form the basis of, or be relied on in connection with, any contract therefore. The offer and the distribution of these materials and other information in connection with the listing and offer in certain jurisdictions may be restricted by law and persons into whose possession any document or other information referred to herein comes should inform themselves about and observe any such restriction. Any failure to comply with these restrictions may constitute a violation of the securities laws of any such jurisdiction.

This communication is directed only at (i) persons who are outside the United Kingdom or (ii) persons who have professional experience in matters relating to investments falling within Article 19(1) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "Order") or (iii) high net worth entities, and other persons to whom it may lawfully be communicated, falling within Article 49(2) of the Order (all such persons together being referred to as "relevant persons"). Any investment activity to which this communication relates will only be available to and will only be engaged with, relevant persons. Any person who is not a relevant person should not act or rely on this document or any of its contents. 

This communication is distributed in any member state of the European Economic Area which applies Directive 2000/71/EC (this Directive together with any implementing measures in any member state, the "Prospectus Directive" and amendments thereto, including Directive 2010/73/EC, to the extent implemented in the relevant member state) only to those persons who are investment professionals for the purposes of the Prospectus Directive in such member state, and such other persons as this document may be addressed on legal grounds, and no person that is not a relevant person may act or rely on this document or any of its contents.

Information contained in this communication does not constitute an advertisement, an offer or an invitation to make offers, sell, purchase, exchange or transfer any securities in Russia or to or for the benefit of any Russian person, and must not be passed on to third parties or otherwise be made publicly available in Russia. The GDRs have not been and will not be admitted to placement or public circulation in Russia and may not be offered to any person in the Russian Federation except as permitted by Russian law.

