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Own production

When creating new products, we
carefully evaluate the capabilities of

our own production facilities alongside
those of our partners, focusing on both

cost-effectiveness and the quality of
production.

If internal and external options are comparable

in cost and meet our quality standards, we favour
in-house facilities. This approach not only
broadens the range of Magnit's private labels

but also enables us to quickly adapt to changing
consumer preferences, while upholding high
product quality standards.

As at the end of 2024, Magnit operates

14 industrial production facilities and seven
agricultural complexes which produce a vast range
of goods, including vegetables, spices, and cereals.
The total headcount at our own production assets
is around 4,500 people.

All production facilities possess modern equipment
with a high degree of automation. With more

than 170 in-house laboratories, we ensure quality
control throughout the entire production process,
from feedstock procurement to the manufacture

of finished products. All the facilities are constantly
monitored online. Our processes comply with GOST
R ISO 22000-2007 and the international FSSC v.5!
requirements.

1 FSSC - Food Safety System Certification.
2 Net of contract manufacturing.
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Southern Federal District

Krasnodar territory

Kuban Factory of Bakery Products LLC

Kuban Confectioner LLC

Plastunovskaya separate division

Tikhoretsk separate division

Novotitarovskaya separate division

Cheese Slicing Facility Krasnodar JSC Tander

Cheese Slicing Facility Novorossiysk JSC Tander (two workshops)

Green Line Greenhouse Complex LLC — Tikhoretsk separate division Q
Green Line Greenhouse Complex LLC — Plastunovskaya separate division Q
Green Line Greenhouse Complex LLC — Mushroom complex Q

Green Line Greenhouse Complex LLC — Exotic and oyster mushroom complex Q

Zelen Yuga LLC )

Confectionery, pasta, pastry, fresh
vegetables, herbs, and mushrooms

Packaging of cheese and fruit

Greens

Central Federal District

Tver region
Moscow region
Lipetsk region

Belgorod region

Tver separate division

Cheese Slicing Facility Dmitrov JSC Tander
Moskva na Donu LLC Q

Greenhouse LLC Q

Tea, snacks, coffee
Cheese slicing and packaging
Vegetables

Fresh vegetables

Volga Federal District

Q Agricultural facilities

Saratov region
Penza region
Samara region

Orenburg region

Saratov separate division
Cheese Slicing Facility Penza JSC Tander
Togliatti separate division

Cheese Slicing Facility Orenburg JSC Tander

Dry food, snacks
Cheese slicing and packaging
Frozen products

Cheese slicing and packaging
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Agricultural facilities

Share of in-house production across some
of the fresh product categories’, %

64 Cherry tomatoes

46 @ White mushrooms
19 Cucumbers

17 @ Lettuce

14 @ Round tomatoes
12 @ Plum tomatoes

© Open-field farming

In 2024, the harvest of potatoes, beetroot,
and carrots increased to 29,000 tonnes,
including 20,200 tonnes of potatoes.

We planted seeds predominantly bred and produced
in Russia. Domestic seed potatoes were planted

on an additional 225 hectares, accounting

for 40% of the total area of potato planting.

Moskva na Donu LLC achieved the highest yield

of the Colombo young potato variety in the Lipetsk
region, with 52.4 tonnes per hectare, and received

a letter of appreciation from the governor.

Additionally, in 2024, we began producing young Baby
potatoes and supplying them washed to our stores.

1 Share in the category’s total sales in kg.

© Greenhouse farming

We continue to actively develop our greenhouse
complexes and roll out innovative solutions
to increase yields and reduce production costs.

Our specialists consistently study best practices

in agricultural technology and equipment operation
from other facilities. In 2024, we participated in various
agricultural technology and equipment exhibitions

to identify cutting-edge solutions and successful

innovations in greenhouse farming.

We are looking for the most efficient ways to grow
vegetables in our existing greenhouse complexes,
taking into account their specific design features

and the equipment used. Additionally, we aim to unify
and standardise our production processes.

In 2024, the Tikhoretsk greenhouse complex fully
transitioned to tomato cultivation, enhancing production
efficiency through narrow specialised technology, improved
agronomist expertise, and increased yield and quality

of the crops.

© Mushroom farming

In 2024, our yields of white and oyster mushrooms
reached industry-leading levels.

Magnit's mushroom complex continued its efforts to certify

a selected range of products for compliance with organic
production standards. The certificate confirms that Magnit
grows white mushrooms following all organic farming
requirements (e.g. without the use of genetically modified
organisms, raw materials, crop protection agents, or soil
amendments). The certification involved a thorough verification
of all aspects of production, storage, and transportation,
including the acceptance control of feedstock, processes

in compost preparation and mushroom cultivation, packaging
procedures and product packaging details, warehouse practices,
and even the detergents used by employees.

Consequently, in 2024, the production of premium tomatoes
increased by 6%, which is fully in line with our consumers'
needs.

To create products that effectively meet the demand
throughout the Magnit network, we plan to conduct

a survey to better understand current consumer preferences
and trends. We also actively engage with customers

to gather feedback and suggestions for improving existing
products and developing new ones. Based on the data
collected, new brands and products will be developed,
including organic options and products with improved
properties. In addition, we are developing convenient
product formats, such as ready-to-cook meal kits.

Magnit is advancing its operations with a focus

on supporting domestic producers and promoting import
substitution. This approach encompasses seed producers
and suppliers of spare parts, fertilisers, crop protection
agents, and special equipment. In 2024, hybrids produced
domestically were sown, and comprehensive variety trials
are underway at all production sites to assess consumer
properties of the new products.

The product offering was significantly expanded, with white
and brown mushrooms, honey fungus, and oyster
mushrooms now available on our shelves. The packaging
for white and oyster mushrooms grown in Magnit'’s
mushroom complex will feature the national Organic
Product label next to the M Freshness sign, serving

as a testament to our superior production standards.
The graphic logo will be accompanied by a barcode

to provide information about the manufacturer

and the variety of its products. In addition, the Organic
Product logo will appear on the packaging.

Industrial production

Spanning an area of 236.6 hectares, the Krasnodar
Industrial Park is the largest industrial park

in the Krasnodar territory. It is included in the register
of industrial parks of the Russian Ministry of Industry

and Trade and ranks among the top 50 largest

industrial parks in Russia, actively participating
in federal and regional government support

programmes.

Magnit's industrial production
facilities operate

>140

production sites and lines, mostly
of European manufacture.

In response to sanctions and challenges in securing
components from the European Union, we successfully
shifted to Russian suppliers for sourcing spare parts
and conducting repairs.

In 2024, we upgraded our equipment and engineering
systems, enabling us to launch new products, improve
operational resilience, increase productivity, and reduce
losses. We also modernised our power equipment
control systems.

In addition, the reporting year saw the product range
of our own industrial production facilities go beyond
Magnit's own brands. The chocolate truffie line

at Kuban Confectioner LLC launched a collaboration
with Abrau-Durso, introducing a line of truffles infused
with sparkling wine. This marks the first joint project
that merges the traditions of confectionery artistry
with the refined taste of premium alcohol.

We prioritise food safety across our industrial
production facilities, which is evidenced by high
consumer satisfaction levels. In 2024, the customer
dissatisfaction index (CDI) dropped to 0.00007,
reflecting a 30% improvement over 2023.

On the extrusion line at TD-Holding LLC, leveraging
advanced European technologies, a new line of Crunchy Fuel
dry breakfast cereals was launched, along with contract
production for the Funny Yummy children’s food brand.
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We are actively working to fulfil mandatory
government initiatives. Specifically,

we are implementing Chestny Znak labelling
for soft drinks and juice-containing products,
which has already been adopted at three
production facilities.

The Saturn state information system was
introduced to monitor the turnover of pesticides
and agrochemicals.

The food safety management systems at our own
production facilities are being continuously
improved and updated. In 2024, the production
sites of Kuban Confectioner LLC and Kuban
Factory of Bakery Products LLC confirmed

their compliance with the FSSC 22000 standard.
TD-Holding LLC successfully passed certification
for the FSSC 22000 Version 6 requirements

in October 2024.

Import substitution, feedstock,
and materials

In 2024, we continued to implement our strategy
to reduce reliance on imported materials
at Magnit's own production facilities.

As a result, we achieved a 2.2% reduction
in imported components. Work is underway to shift
imports in favour of friendly countries.

The share of packaging materials sourced
in Russia rose

by 1.7%

vs 2023.

We are also making efforts to diversify our single-source

supplies in response to global constraints. In 2024,

no finished products were withdrawn from manufacture

due to the lack of single-source materials, and there
were no interruptions in agricultural production due
to shortages of imported feedstock.

Magnit's own production facilities continue to excel

in competitions.

In 2024, the Company’s own products garnered

44 awards, including 11 gold medals, 12 silver medals,

and 21 diplomas.

Logistics

By implementing production and logistics
planning tools and building a carefully
selected pool of carriers, we successfully raised
our service level to 95%.

Our gradual transition to collaborating

with transport operators that maintain

their own fleets resulted in a monthly reduction
in transportation costs

up to 8°/O

compared to the planned budget over
the course of the year.

By securing transportation contracts for the busy
summer season at our production facilities,

we locked in prices for four months. This kept

us within budget and saved us 11.8% in costs.

By conducting a competitive tender for the peak season,
we achieved a 36% reduction in logistics charges and
procurement costs compared to last year.

Personnel

The success of our own production facilities would
be impossible without caring for our employees

and engaging with local communities. In 2024,

we upgraded workplaces and replaced outdated
equipment with modern solutions to boost efficiency
and reduce employee workloads. We actively invest
in the training and development of our personnel.

In the reporting year, employees completed

training to enhance their skills, including workshops
on new agronomy technologies and management.

A mentoring programme launched for new hires
helps improve their onboarding experience and boost
engagement. This reduced staff turnover by 7.7 p.p.
During the summer, turnover among vegetable
growers and mushroom pickers decreased by 8.5 p.p.

Magnit actively engages with the communities

in the regions where it operates and supports local
initiatives. We contribute to the training of qualified
talent for our industry by conducting site tours

for students and participating in career fairs.

Key achievements in managing personnel at in-
house production facilities in 2024

Retention of high performers and narrowly
skilled employees through prompt response
to labour market changes and the incentive

schemes to boost productivity

©

Expanding and improving the quality
of the hiring funnel to keep appropriate
staffing levels in line with business needs

®

Building a compelling employer brand

Improving working conditions

Expansion of both non-financial and financial
incentive schemes

® & ©

Building an internal talent pool



