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Disclaimer 
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Information contained in this presentation concerning Brunswick Rail Limited, an exempted company under the laws of Bermuda (“Brunswick Rail” or the 
“Company”, and together with its consolidated subsidiaries, the “Group”), is for general information purposes only. The opinions presented herein are based on 
general information gathered at the time of writing and are subject to change without notice. The Company relies on information obtained from sources 
believed to be reliable but does not guarantee its accuracy or completeness. 

These materials may contain 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”, “estimate”, “anticipate”, “intend”, “will”, “could”, “may”, or “might”, the negative of such terms or 
other similar expressions. 

These forward-looking statements include matters that are not historical facts and statements regarding the Company’s intentions, beliefs or current 
expectations concerning, among other things, the Company’s results of operations, financial condition, liquidity, prospects, growth, strategies, and the industry 
in which the Company operates. By their nature, forward-looking statements involve risks and uncertainties, because they relate to events and depend on 
circumstances that may or may not occur in the future. The Company cautions you that forward-looking statements are not guarantees of future performance 
and that the Company’s actual results of operations, financial condition, liquidity, prospects, growth, strategies and the development of the industry in which 
the Company operates may differ materially from those described in or suggested by the forward-looking statements contained in these materials. In addition, 
even if the Company’s results of operations, financial condition, liquidity, prospects, growth, strategies and the development of the industry in which the 
Company operates are consistent with the forward-looking statements contained in these materials, those results or developments may not be indicative of 
results or developments in future periods. 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 
forward-looking statements of the Company, including, among others, general economic conditions, the competitive environment, risks associated with 
operating in Russia, market change in the Russian freight rail market, as well as many other risks specifically related to the Company and its operations. No 
reliance may be placed for any purposes whatsoever on the information contained in this presentation or on its completeness, accuracy or fairness. 

The information in this presentation is subject to verification, completion and change. Accordingly, no representation or warranty, express or implied, is made or 
given by or on behalf of the Company or any of its shareholders, directors, officers or employees or any other person as to the accuracy, completeness or 
fairness of the information or opinions contained in these materials. None of the Company nor any of its shareholders, directors, officers or any other person 
accepts any liability whatsoever for any loss howsoever arising from any use of the contents of this presentation or otherwise arising in connection therewith. 
This presentation is not an offer to buy or solicitation of an offer to buy or sell any security or instrument or participate in any trading strategy. No part of this 
presentation may be construed as constituting investment advice or recommendation to enter into any transaction. 

1H’14 financial and operational results, 24 September 2014 



Presentation of information 
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The financial information presented in this presentation is derived from interim condensed consolidated financial information of the Group as at and for the 
periods ended 30 June 2014 and 30 June 2013 and prepared in accordance with International Financial Reporting Standards.  

The Group’s consolidated financial information for the reporting period along with the Management’s Discussion and Analysis are available at Brunswick Rail 
corporate website (www.brunswickrail.com).  

The consolidated financial information is presented in US Dollars, which the Group’s Management believes to be better understood by the principal users of the 
financial information. The functional currency of the Company and its subsidiaries is the Rouble. The balance sheets of the Group’s companies are translated 
into US Dollars, at the exchange rate prevailing at the date of the relevant balance sheet, whereas income and expense items are translated into US Dollars at 
the average monthly exchange rates using the official exchange rates of the Central Bank of the Russian Federation, which approximate the exchange rate 
existing at the date of the transactions, in accordance with IAS 21 ‘‘The Effects of Changes in Foreign Exchange Rates’’. All resulting foreign currency exchange 
rate differences are recognized in other comprehensive income.  

In this presentation the Group has used certain non-IFRS financial information and operating measures as supplemental measures of the Group’s operating 
performance. If this information requires additional explanation, definitions are provided at the end of this presentation. 

The Group has obtained certain statistical, market and pricing information that is presented in this presentation on such topics as the Russian freight rail 
transportation market, and related subjects from the following third-party sources: Federal State Statistics Service of Russian Federation (“Rosstat”), OJSC 
Russian Railways (“RZD”), publicly available industry researches published by industry consulting firms (including, INFOLine and Industrial Cargoes magazine). 
The Group has accurately reproduced such information and, as far as it is aware and is able to ascertain from information published by such third party sources, 
no facts have been omitted that would render the reproduced information inaccurate or misleading. The Group has not independently verified this third-party 
information. In addition, the official data published by Russian governmental agencies may be substantially less complete or researched than that of more 
developed countries.  

All non-IFRS financial and operational information presented in this presentation should be used only as an analytical tool, and investors should not consider 
such information in isolation or in any combination as a substitute for analysis of the Group’s consolidated financial information under IFRS, which is available at 
Brunswick Rail corporate website (www.brunswickrail.com). 
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Key highlights in 2014 
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BR operational highlights 
in 1H’14 

Financial highlights • Gross revenue decreased by 21.0% from $136.5 mln in 1H`13 to $107.8 mln in 1H`14 
• Adjusted EBITDA decreased by 10.6% from $98.8 mln in 1H`13 to $88.3 mln in 1H`14 
• Adjusted EBITDA margin increased to 81.9% in 1H`14 from 72.4% in 1H`13 
• Capital expenditures increased from $77.2 mln in 1H`13 to $90.8 mln in 1H`14, mainly through the increase of discretionary growth 

CAPEX from $71.3 mln to $87.2 mln 

• In March 2014 BR completed a placement of Preference Shares to EBRD for a total amount of up to $150 mln, $50 mln were issued 
as of 31 March 2014 

• In July 2014 BR signed a two-year Credit Facility agreement for over RUB 8 bln with a syndicate of 4 international banks 
• Management completed BR’s corporate reorganization to make the Company more transparent for debt and equity investors 
• Cost savings arising from reorganization and cost optimization amounted to ca. $14 mln 

 

 

 

 

 

 

 

 

 

Market trends through 
Aug’14 

• Market conditions remained challenging: transportation volumes decreased by 1.4% from 819.7 mln t in Jan-Aug’13 to 808.4 mln t 
in Jan-Aug’14; transportation volumes are not expected to increase substantially in the near-term 
— Production of key commodities is not expected to significantly increase 
— Planned large infrastructure projects are yet to be realized and might be postponed due to lack of financing 

• Gondola daily spot rates decreased by ca. 40% from $17-19 in Dec’13 to $11-12 in Aug’14; no significant improvement is expected 
• Daily spot rates for specialized cars have also weakened; oil tank rates decreased from $26 in Dec’13 to $17-19 in Aug’14 
• Railcar production levels remain significantly above the sustainable level of demand; manufacturers (mainly OVK and UVZ) maintain 

production levels by placing railcars into their affiliated captive operators, thus creating market overhang  

 

 

Growth strategy update • Postpone ambitious growth plans and focus on preserving cash and client retention until market visibility improves 

• Maintained it’s #1 position in Russia’s railcar operating leasing market with ca. 25 ths railcars as of 30 June 2014  
• Continued to diversify its fleet and took delivery of 1 732 new railcars, decreasing the share of gondolas in its portfolio from 60% as of 

31 Dec 2013 to 58% as of 30 June 2014 
• Maintained fleet utilization rate of 100% 
• Sustained portfolio rates above market: 

— BR’s average adjusted gondola portfolio daily lease rate was $22, compared to the daily spot rate of $12-13 as of 30 June 2014 
— BR’s average adjusted tank car portfolio daily lease rate was $28, compared to the daily spot rate of $22 as of 30 June 2014 

• BR successfully recovered receivables from a core client and negotiated a settlement which resulted in a net gain 
• Transportation unit’s fleet amounted to 3 326 gondolas as of 30 June 2014 

— Railcar service life extension ban is not expected to have significant positive impact on railcar prices and rates in the near-term  
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Market trends through Aug’14 

Rail transportation volumes in 2014 
are down by -1.4% YoY, further 
decrease is expected 

• Jan-Aug’14 rail transportation volumes 
are -1.4% vs Jan-Aug`13 

• Deterioration in loading dynamics was 
due to weaker volumes of: 

— Construction materials decreased 
from 116.4 mln t to 96.7 mln t 
(-17.0%) 

— Cement decreased from 24.3 mln t 
to 22.6 mln t (-6.8%)  

• Decrease in construction materials and 
cement volumes in Jan-Aug’14 can be 
attributed to completion of Sochi 
Olympic facilities and general economic 
slowdown 

Source: Industrial Cargoes 

Rail transportation in Russia, mln t 

Source: Rosstat, RZD 

Railcar production is still above 
sustainable level of demand 

• Railcar production in CIS in Jan-Aug’14 
has decreased by 20% YoY: 

— Production in Russia in Jan-Aug’14 
has increased by 7% YoY to ca. 39 
ths railcars: 

— Jan-Aug’14 production in Ukraine 
has decreased by ca. 4 times vs Jan-
Aug’13 from ca. 19 ths to ca. 5 ths 
railcars, all Ukrainian plants are 
affected 

• Railcar service life extension ban 
introduced in Aug’14 is not expected to 
have significant positive impact on 
railcar prices and rates in the near-term  

 

 

Monthly railcar production in CIS, ths 
units 

Gondola spot market daily rate and 
average new gondola price* 

Oil tank spot market daily rate and 
average new oil tank price* 

Source: Industrial Cargoes 

Source: Industrial Cargoes 

Railcar cash yield is not expected to 
improve in the near future 

• Gondola spot market daily rates 
declined in June-Aug’14 to historically 
low $11-12 (RUB 400-450) 

• Rouble-denominated spot rates have 
stabilized, although due to the 
continued weakening of the Rouble, 
Dollar rates are expected to decrease 
further 

• As the gondola price approaches $42 
ths (1.5 mln RUB), manufacturers 
maintain production levels by placing 
railcars into their affiliated captive 
operators, thus creating market 
overhang and maintaining railcar price 
levels above the cost of production 

 

Prices for specialized cars have 
stabilized, rates are expected to 
remain flat 

• Oil tank spot market daily rates have 
declined to $17-19 (RUB 600-700) 
during June-Aug’14, market daily rates 
for other types of specialized railcars 
have also weakened in June-Aug’14 

• Prices for oil tank cars have decreased 
over the last 3 months from $47 ths to 
$44 ths (1.6 mln RUB) and reached the 
level close to the cost of production  

• Rates for specialized cars have 

stabilized, and are likely to remain flat 

USD/day ths USD 

USD/day ths USD 
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Operational highlights and fleet update 
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Operational highlights Further fleet diversification and 
optimization 

• In 1H’14 the Company continued to 
diversify the fleet and took delivery of 
1 732 new railcars including: 

— 866 tank cars  

— 270 universal platforms 

— 420 grain hoppers 

— 150 box cars 

— 26 cement hoppers 

• 165 old gondolas and 200 mineral 
hoppers were sold in 1H’14, which has 
reduced maintenance costs and 
decreased fleet age 

Main portfolio indicators • Client payment performance remains 
strong 

• 100% fleet utilization maintained while 
nearly 20% of Russian fleet was idle 

• Share of USD-denominated revenues 
decreased from 61% as of 31 Dec 2013 to 
59% as of 30 June 2014 

• Share of full-service leases has increased 
from 65% as of 31 Dec 2013 to 71% as of 
30 June 2014 

• Share of gondolas decreased from 60% as 
of 31 Dec 2013 to 58% as of 30 June 2014 

• BR’s average adjusted gondola portfolio 
daily lease rate was $22, compared to the 
daily spot rate of $12-13 as of 30 June 
2014  

• BR’s average adjusted tank car portfolio 
daily lease rate was $28, compared to the 
daily spot rate of $22 as of 30 June 2014 

 

 

 

31/12/2013 30/06/2014 

Operating Lease Fleet 21 182 21 862 

Finance Lease Fleet 208 208 

Transportation Fleet 2 649 3 326 

Total Existing Fleet 24 039 25 396 

Committed undelivered railcars 580 184 

Total Fleet 24 619 25 580 

Operating Lease Fleet metrics 

Number of lease clients 28 31 

Average Remaining Lease Tenor (years) 3.4 3.2 

Retention Rate (for prior 12 months) 82% 83% 

Utilization Rate 100% 100% 

Share of contracts in USD (by revenues) 61% 59% 

Full-Service Lease share (by railcars) 65% 71% 

Triple-Net Lease share (by railcars) 35% 29% 

Total Fleet Average Age (years) 4.9 4.8  

Share of Gondolas in Fleet 60% 58% 

Source: Company information 
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Fleet and client analysis 
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(1) 

Growing high quality portfolio 
of clients 

Young and high quality asset 
base 

  BR’s fleet structure by railcar type, as of 30 June 2014 
(% of the fleet, based on number of cars) 

BR’s fleet structure by industry as of 30 June 2014 
(% of fleet, based on number of leased railcars) 
 

Transportation; 
59% 

Coal & coke; 
15% 

Chemicals & 
Mineral 

Fertilizer; 11% 

Oil, gas & 
petrochemicals; 

6% 

Ferrous Metals; 
5% 

Timber, pulp & 
paper; 3% 

Construction 
material; 1% 

• Fleet size of 25 396 railcars 
— New purchases focus on tank cars 

and other specialized railcars 
• One of the youngest fleets in the 

market — average age of 4.8 years vs. 
market average of 15 years 
— Low maintenance costs and 

minimal number of days out of 
service 

— Long remaining useful life for BR’s 
existing fleet. Russia’s average 
mandatory retirement age for 
railcars is 26 years 

 
 

 

• Current portfolio – 31 existing clients 
represented by leading Russian freight 
owners and transportation companies 

— Added 3 new clients in 1H`14 
• Average remaining lease tenor is 3.2 

years as of 30 June 2014 
• Weighted average retention rate was 

83% as of 30 June 2014 
• Long-term contracted revenue base –

total contracted revenues of  
$678 mln as of 30 June 2014 

• BR plans to keep its focus on 100% fleet 
utilization, client retention and 
expansion of the current customer base 
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Corporate reorganization, cost cutting and efficiency programs implemented 
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Cost efficiency improvements  • Management has successfully completed corporate reorganization in order to make the Company more transparent 
for debt and equity investors 

— 4 Russian operating companies were merged into one operating company OOO Brunswick Rail 

• Focus on overheads, maintenance and repair cost optimization resulted in cost savings of around $6 mln in 1H’14 
compared to 1H’13 

— Steps taken to reduce overheads led to cost savings of $2.8 mln: 

o A 5% additional headcount reduction following a reduction of 10% in 2013 

o Business, legal and other advisory services costs have been significantly decreased 

— Repairs and maintenance costs reduced by $3.2 mln notwithstanding aging fleet: 

o Optimization of depot repairs structure and geography 

o Implementation of monitoring system to track market prices and benchmark terms against actual costs 

• Management continues to improve internal control procedures through: (i) establishment of a Procurement Department 
and (ii) strengthening of suppliers selection procedures & controls  

— BR hired Purchasing Manager to ensure segregation of duties between selection of suppliers and the Company’s 
procurement needs 

— BR expanded supplier selection procedures & controls 

 

 

 

 

 

 

Further improvement of 
internal controls and 
procedures 
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Financing strategy update 
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• In March 2014 BR completed a placement of Preference Shares to EBRD for a total amount of up to $150 mln 

— $50 mln were issued as of 31 March 2014 

— Preference Shares are classified as equity under IFRS  

• In July 2014 BR signed a two-year Credit Facility agreement for over RUB 8 bln with a syndicate of 4 international banks 
— Ca. RUB 4 bln of the Credit Facility was already used to successfully refinance VTBL facility maturing in October 2014 
— RUB 4 bln remains available for a period of 12 months  

Capital raising and use of 
proceeds 

• Further to refinancing indebtedness owed to VTBL, the average tenor of debt maturities and financial flexibility 
increased 

Improvement of debt  

maturity profile 

Debt maturity profile (USD mln) 

123.4 

3.0 

591.0** 

1.1 
29.2 

108.4* 

591.0** 

1.1 

<1 year 1-3 years 3-5 years >5 years

30 June 2014 31 August 2014
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Summary of financial results 
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Gross Revenue (USD mln) 

Net cash from operating 
activities (USD mln) 

Adjusted EBITDA (USD mln) & 
Adjusted EBITDA Margin (%) 

136.5 

107.8 
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98.8 
88.3 
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1H'13 1H'14

Income statement (USD mln) 1H’13 1H’14 

Gross revenue 136.5 107.8 

Cost of services (20.3) (15.3) 

Property tax (8.1) - 

Staff compensation excluding share-based 
compensation 

(6.2) (4.9) 

Other operating expenses (11.6) (3.7) 

Other operating income 0.4 2.8 

Share based compensation (5.2) (1.5) 

Depreciation (36.6) (29.9) 

Finance costs (32.7) (32.4) 

Finance income 0.5 0.3 

Revaluation of embedded derivatives on 
mezzanine 

17.1 1.2 

Net foreign exchange translation (losses)/gains 
and hedging with non-derivatives effect 

(4.4) (7.3) 

Profit before income tax 29.4 17.1 

Income tax expense (6.2) (5.1) 

Profit for the period 23.3 12.0 

Adjusted EBITDA 98.8 88.3 

Adjusted net profit 15.6 18.4 

Capital expenditures (USD mln) 

71.3 
87.2 

5.9 

3.6 

0

20

40

60

80

100

120

1H'13 1H'14

Capital expenditures - maintenance

Capital expenditures - growth

77.2 

90.8 
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Summary of financial results (continued) 
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Leverage (Debt to Adjusted EBITDA, 
last 2 quarters annualized) 

Consolidated Coverage Ratio 
(Adjusted EBITDA to Interest Cost) 

Net Debt (USD mln) Working capital (USD mln)* 

 3.7    
 4.1    

0,0

0,5

1,0

1,5

2,0

2,5

3,0

3,5

4,0

4,5

2013 1H'14

665.5 
710.0 
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76.7 

37.5 
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90

2013 1H'14

Balance sheet, (USD mln) 31/12/2013 30/06/2014 

Equipment 1 081.1 1 111.4 

Prepayment of acquisition of railcars 2.5 7.4 

Other non-current assets 12.4 16.5 

Cash and cash equivalents 62.6 8.5 

Current assets 38.8 48.0 

Total assets 1 197.4 1 191.8 

Mezzanine 64.9 69.8 

Non-current borrowings 611.3 595.1 

Other non-current liabilities 33.9 38.2 

Current borrowings 116.7 123.4 

Current liabilities 24.8 14.0 

Total liabilities 851.6 840.5 

Total equity 345.8 351.3 

Total equity and liabilities 1 197.4 1 191.8 

Leverage 

Debt/Adjusted EBITDA 3.7 4.1 

* Excluding VAT recoverable of $0m in 2013 
and $5.1 mln in 1H`14 

 2.9    2.7 

0

1

2

3

2013 1H'14
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Brunswick Rail: key company highlights 
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Fundamentally attractive 
market with strong growth 

opportunities 

Strong track record of 
profitable growth 
through the cycles 

Leading market position 
supported by high quality 
asset and customer base 

Strong organisational 
platform with proven 

management execution track 
record and high corporate 

governance standards 

Differentiated and 
proven business model  

Efficient capital structure 
supporting further 

growth and attractive 
returns to shareholders 
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Investor contacts 
Victor Koshkin, Brunswick Rail 
+7 (495) 783 6700 
VKoshkin@brunswickrail.com  
 
 
Media contacts 
Anastasia Ermolova, Brunswick Rail 
+7 (495) 783 6700 
AErmolova@brunswickrail.com 
  
Tom Blackwell, EM 
+7 (495) 363 2841  
Blackwell@em-comms.com 
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Definitions for operational metrics 
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Adjusted EBITDA is defined as earnings before interest, tax, depreciation and amortization and other non-cash charges, exceptional and non-recurring items.  

Adjusted EBITDA Margin is calculated as Adjusted EBITDA divided by gross revenue.  

Adjusted Net Profit is defined as net profit/(loss) of the Company before taking into account items Management believes are non-recurring or not directly embedded within the 
core operating business cycle of the entity. 

Average Fleet Age is the average age of the Existing Fleet from the production date of the railcars.  

Average Remaining Lease Tenor is the average time to the expiry of the operating lease contract in the Operating Lease Fleet.  

Debt is defined as total borrowings, including the current portion.  

Finance Lease Fleet is the part of Existing Fleet which was leased under finance lease contracts.  

Full-service Lease is the operating lease contract where the Company is responsible for depot repairs, wheel set replacements, and capital repairs. Current repairs are still 
performed by the lessee.  

Gross Revenue is the revenue of the Company before any adjustment for hedging with non-derivatives effect. 

Net Debt is defined as total borrowings less Cash and cash equivalents.  

Operating Lease Fleet is the part of Existing Fleet of the Company which is used for leasing under operating lease contracts.  

Retention Rate is the share of operating lease contracts which at the expiry of the operating lease contract was extended with the same client.  

Total Existing Fleet is the total fleet delivered to Brunswick Rail at specific date. Brunswick Rail leases the fleet under operating and finance lease and uses the fleet in the 
transportation arm.  

Total Fleet is the Total Existing Fleet of Brunswick Rail plus any railcars which have been contracted, but not yet delivered to the Company.  

Transportation Fleet is the part of Existing Fleet of the Company deployed in the Company’s transportation business in subsidiary Proftrans.  

Triple-net Lease is the operating lease contract where the lessee is responsible for current and depot repairs. Capital repairs and wheel set replacement can still be obligation of 
the lessor.  

Utilization Rate is the share of Operating Lease Fleet which is used under operating lease contracts.  

Working Capital is current assets including cash and cash equivalents and excluding VAT receivable less Current liabilities excluding current borrowings.  
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