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Oleina Holding S.A. 
 
 

At a meeting in a hotel conference room in Geneva in the summer of 2004, 
the three members of the International Court of Arbitrage arbitration panel 
had to make a decision on a valuation dispute between Cereol and Ildom. 
The issue to be determined was the fair value of 49% of Oleina Holding S.A. 
These shares had been sold by Ildom to Cereol in 2001 via the exercise of a 
put option granted by Cereol to Ildom in 1998. 

It had been a long trip for both parties involved in the arbitration process, 
since they started their partnership in Oleina in 1996. The current dispute 
began when Cereol bought some of the shares in Oleina Holding S.A. in 
1998, and awarded Ildom a put option to sell its remaining 49% stake in the 
company. This put option had been established in a contract agreed upon 
by the parties in the initial 1998 purchase. The option could be exercised by 
Ildom at any point between the signing of the contract and March 31, 2001.  

Ildom exercised the option on March 26 of that year. The contract also 
specified that, in the case that the option was exercised, the value of the 
shares on the exercise date had to be determined by an independent party. 
In  spring 2001, the parties contacted  PriceWaterhouseCoopers  to carry out 
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a valuation of the company to determine the fair market value. Cereol ended up 
contesting the valuation performed by PriceWatherhouseCoopers, arguing that there 
were manifest errors in its valuation work. Given the disagreement on the fair value, 
and in accordance with the initial contract, the parties went to the International Court 
of Arbitrage to resolve the conflict. 

The Oleina Holding Company 

In 1989, Theodore Margellos, a businessman with considerable experience in both the 
grain and oilseed sectors in the USSR, started grain and oilseed operations in Ukraine. 
With this aim, in 1990 he created Ilta Holding – later to become Oleina Holding S.A.1 – 
and Euromill Ukraine – later to become Oleina-Suntrade. Initially, Oleina Holding and 
Euromill concentrated on the purchase and sale of sunflower seeds, sunoil and cereals 
in Ukraine for the domestic crushing industry and for the export market. In 1993-1994, 
Euromill also started producing crude oil for export through tolling operations at 
various plants in the Ukraine. Through this activity, the group acquired first-hand 
knowledge of the Ukrainian crushing industry. In 1994, the ownership structure was 
brought together into one holding company: Oleina Holding S.A., headquartered in 
Geneva, Switzerland. This holding company was 100% controlled by the Margellos 
family through Ildom. 

Ildom spotted an opportunity to develop a Western-style, bottled refined sunoil brand 
for the Ukrainian and CIS markets. At the time, the edible oil sector had been identified 
by international organizations such as the World Bank as one of the most promising in 
Ukraine, given the existing production infrastructure, its openness to international 
markets and its comparative advantage in world markets. In 1994, the CIS countries, 
and Ukraine in particular, had large oilseed surpluses but a deficit in edible oil. 
Virtually all oil was sold in bulk in a crude (non-refined) form. There was a discernible 
trend for edible oil to be imported in a refined bottled form. The product’s convenience 
ensured growing consumer acceptance. Products were largely unbranded, ad-hoc 
imports, mostly from Turkey and Argentina. 

In the pursuit of this strategy, in 1994 Oleina Holding acquired a majority share (64%) 
in the Dnipropetrovsk Oil Extraction Plant (DOEP) in Ukraine, an oil extraction plant 
operating in the local market, with the long-term strategic objective of creating the 
first integrated and state-of-the-art sunoil refining and bottling plant in the CIS. 

Between 1995 and 1998, Oleina Holding invested over U.S.$20 million in this project. 
This money came, in part, through an $8.5 million preferred equity investment from 
the World Bank in 1995, followed by a working capital facility of $20 million at 
Libor+4.5% in 1997. Part of the investment was for the updating and improvement of 
the existing production facility, and the rest was for the development of a marketing 
and advertising campaign to build a brand name.  

                                              
1 Oleina Holding S.A. was registered in Geneva in 1990 by Ildom Ltd, an investment company based in Guernsey. 
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From Production and Trading to Branding 

The development of the brand name started in 1996, via a joint venture between Oleina 
Holding and Cereol, a division of the giant Eridiana-Béghin-Say (EBS). This joint 
venture resulted in the creation of a new company, Oleina S.A., owned 50/50 by Cereol 
and Oleina Holding, with the purpose of jointly developing the Oleina brand. This 
brand was conceived and successfully developed through Western-style marketing and 
promotion campaigns. By the end of 2000, Oleina was the market leader in the 
industry in Ukraine, Russia and the other CIS countries.  

Cereol encompassed a number of subsidiaries that EBS had bought in the 1980s, 
mainly in the Southern European markets. These were Italiana Olii & Risi, the major 
French company in food oil; Koipe, the largest Spanish company in the same market; 
Carapelli, a major Italian olive oil company; and OESA, a major Spanish soybean 
crusher. In the U.S., the company also acquired Central Soya, a processor, refiner and 
bottler of oils and manufacturer of proteins and lecithins. Cereol had focused on 
growing its business through acquisition as well as organic growth, and it expanded 
into both North America and Eastern Europe. In 1990, Cereol acquired VDO Mannheim, 
a German crushing, refining and bottling operation. The following year, its Lesieur 
subsidiary acquired a stake in Oli Provence, an olive oil specialist. Subsequent 
acquisitions included the proteins operations of Danish manufacturer Aahus Olie in 
1992, before the company expanded into Eastern Europe in 1997 with acquisitions and 
marketing operations in Poland and Russia. 

The relationship between Oleina Holding and Cereol continued to strengthen, to the 
point that in early 1998, Ildom decided to invite EBS to take a majority stake (51%) in 
Oleina Holding S.A. The principal consideration was that Ildom anticipated major 
business opportunities for the Oleina brand, but recognized that in order to realize 
these opportunities, more substantial financial resources would be required than Ildom 
could muster. It was specifically agreed that Ildom would continue to play a significant 
role in the management of Oleina Holding, and that Cereol would have the right of 
first refusal in any sale of Oleina Holding, as well as arranging for ad-hoc paid 
technical support.  

Oleina Holding’s Business  

The business of Oleina Holding S.A. had been defined in the initial shareholders’ 
agreement between Ildom and Cereol as follows: “‘Business’ shall mean oil seed 
origination, vegetable oil, meal and oil seed trading and crushing, vegetable oil refining 
and bottling, refined oil processing activities in the CIS and the marketing and 
distribution in the CIS of the products resulting from said activities and of oil products 
imported under the Oleina brand name and under any other new brand name 
specifically developed for the CIS by the Company or the Parties jointly.” 

The company bought sunflower seed (the main crop), rapeseed and soybean directly 
from farms, provided the necessary transport and storage, and then processed these 
oilseeds into two main products: crude oil and meal. Crude oil was later either sold as 
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