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Key financial indicators in 1-12 2017  

(in HRK millions) 2017 2016 ȹ % 

Sales revenues 4,111.2 4,185.5  (74.4)  (1.8%) 

Adjusted sales revenues 4,112.9 4,065.9 47.0 1.2% 

Normalized EBITDA1 434.9 471.8  (36.9)  (7.8%) 

Normalized net profit after MI 165.6 197.7  (32.1)  (16.2%) 

Net cash flow from operating activities 457.6 476.7  (19.1)  (4.0%) 

Capital expenditures 206.8 437.1  (230.3)  (52.7%) 

 

(in HRK; market capitalization in HRKm) 31.12.2017 31.12.2016 ȹ % 

Net debt / normalized EBITDA 2.1 2.2  (0.1)  (5.3%) 

Normalized earnings per share 23.8 28.5  (4.7)  (16.5%) 

Last price at the end of period 270.0 377.5  (107.5)  (28.5%) 

Market capitalization 1,877.1 2,615.9  (738.8)  (28.2%) 

Return on average equity 5.8% 7.1%   -123 bp 

Return on average assets 3.3% 4.0%   -66 bp 

Key highlights in 1-12 2017: 

ü Reported sales are not fully comparable due to the disinvestment of the Beverages business at the 

end of 2016, recorded one-off sales of buffer stock to the Ministry of Economy in February 2016 and 

identified inconsistencies in the treatment of recording revenue on the market of Russia. On the 

comparable level, the Podravka Group recorded 1.2% revenue growth due to strong exports of the 

Pharmaceuticals segment, compensating for the problems with the key customer in the Adria region 

and the distributor in Western Europe,  

ü The Groupôs profitability in 2017 was heavily burdened by an unsustainable business model on new 

markets opened in 2015, problems with the key customer in the Adria region and the situation with the 

distributor in Western Europe,  

ü Consequently, the focus of the new management during 2017 was on the optimisation of the cost side 

and at the same time on redefining the business model with the aim to create presumptions for a 

sustainable and profitable business growth. For this purpose, certain business decisions were made 

that have a negative impact on the result in 2017, but enable creating future value for the companyôs 

shareholders. 

                                                           
1EBITDA is calculated in a way that EBIT was increased by the depreciation and amortization and impairment of assets. 
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Significant events in 1-12 2017  

Changes in Supervisory Board and Management Board of Podravka Inc. 

On 21st February 2017, the General Assembly of Podravka Inc. was held 

where the decision to recall two members of the Supervisory Board of 

Podravka Inc. was adopted - Mato Crkvenac and Ivo Druģiĺ. At the same 

General Assembly meeting, the decision on the election of four members 

of the Supervisory Board of Podravka Inc. was adopted - Marko 

Kolakoviĺ, Slavko Teġija, Luka Buriloviĺ and Damir Grbavac. The term of the elected members of Podravka 

Inc. Supervisory Board started as of 21st February 2017 and lasts until 7th September 2018. On 30th June 

2017, the General Assembly of Podravka Inc. was held where the decisions were adopted to recall a 

member of the Podravka Inc. Supervisory Board Dinko Novoselec and to appoint Ivana Matovina as the 

Podravka Inc. Supervisory Board member for the period of 4 years.  

On 23rd February 2017, the meeting of the Podravka Inc. Supervisory 

Board was held where the decision on the appointment of the president 

and members of the Management Board of Podravka Inc. was adopted. 

Marin Pucar was appointed president of the Management Board of 

Podravka Inc., Ljiljana Ġapina, Iva Brajeviĺ and Hrvoje Kolariĺ were 

appointed as members of the 

Management Board. The term of 

the appointed president and members of the Management Board began 

as of 24th February 2017 and was determined to last until 31st October 

2018, except for the appointed Management Board member Iva 

Brajeviĺ, whose term was determined to expire 

on 30th April 2017. As of 1st May 2017, Davor 

Doko was appointed a Podravka Inc. 

Management Board member, and his term was determined to last until the expiration of 

the term of the Management Board as a whole. At the Podravka Inc. Supervisory Board 

meeting held on 18th July 2017, the decisions were adopted that Marko ņerek be 

appointed from 19th July a member of the Management Board and that the term for the 

president and members of the Management Board be prolonged until 23rd February 2022. 

Exposure of the Podravka Group to the key buyer in the Adria region 

As of 10 April 2017, the extraordinary administration over companies in the Agrokor concern headquartered 

in Croatia was initiated and Podravka pays special attention to monitoring its exposure in operations with 

these companies. In the extraordinary administration procedure, receivables in the total amount of HRK 97.4 

million were reported, of which HRK 60.9 million relates to bills of exchange. 99.3% of the reported 

receivables were accepted, while the remaining portion relates to receivables that were recorded in 

Podravka after 9 April 2017, which was subsequently adjusted. As at 31 December 2017, the total exposure 

of Podravka Inc. to Agrokor companies in the market of Croatia amounts to HRK 93.5 million, of which HRK 
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60.8 million relates to bills of exchange, HRK 3.2 million relates to the ñold debtò, while the remainder relates 

to receivables from normal operations. Since the settlement procedure is still in progress and at the moment 

there are no indications of the final outcome, Podravka will include possible provisions for receivables from 

Agrokor concern companies in the audited statements. 

In 2017, the Podravka Group successfully controlled its exposure to Agrokor companies, especially on the 

Croatian market where additional security measures were agreed with a simultaneous shortening of payment 

terms. The most significant negative impact on sales and profitability came from the market of Slovenia, 

where in November 2016 the product range was narrowed and Ģito Group bakery products changed shelf 

positions. In the market of Bosnia and Herzegovina, the Podravka Group intentionally decreased its 

exposure to Agrokor companies, which resulted in lower sales. In the market of Serbia, due to inability to 

collect receivables, in the first three quarters of 2017 the Podravka Group often suspended deliveries even 

for longer time periods, which also resulted in reduced exposure. In the market of Montenegro, a revenue 

growth was recorded in 2017, coupled with reduced exposure. In total, compared to 9 April 2017, the 

Podravka Group reduced its exposure to Agrokor companies by HRK 45.1 million, so as at 31 December 

2017 receivables amount to HRK 182.1 million. 

Redefining business models on the markets of Africa, MENA and China 

Analyses performed by Podravka Inc. management determined that operations on the markets of Africa, MENA 

and China are not sustainable because since 2015 they have continuously departed from business plans on 

which the business decision to invest in these markets was grounded. Cash expenditure for these markets 

since the beginning of 2015 is estimated at HRK 150 million, while at the same time revenue of slightly over 

HRK 20 million was recorded. The estimated total negative result on three HUBôs in 2017 amounts to HRK 27.9 

mil. on the EBITDA level, or HRK 51.6 mil. on the net profit level, which negatively impacted Food profitability. 

Consequently, management adopted decisions to terminate business operations in Tanzania and China, 

while in the MENA market a business model with lower expenses was introduced, and the final decision on 

operations in this region will be made after business results for the first six months of 2018. Following these 

decisions, at the end of 2017 the cost of impairment of assets for the company in Africa in the amount of 

HRK 16.3 million, the impairment cost for the company in MENA in the amount of HRK 1.3 million and 

provision expense for closing the representative office in China of HRK 1.3 million were recorded. 

Refinancing borrowings under more favourable terms 

In April 2017, the Podravka Group refinanced borrowings of HRK 95.0 

million under more favourable commercial terms, while in July 2017 

additional HRK 132.5 million of borrowings were refinanced under more 

favourable commercial terms. In December 2017, more favourable 

commercial terms were agreed for EUR 37.2 million borrowing used for the 

construction of the new Belupo factory. In January 2018, borrowings of HRK 105.0 million were refinanced 

under more favourable commercial terms. Overall, based on three refinanced borrowings and redefined terms 

for the fourth borrowing, in 2018 savings of HRK 9.3 million on interest expense are expected. Based on 

current market terms, projected savings until final maturities of the borrowings amount to HRK 25.4 million. 
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Stricter control of investments in 2017 and plans for 2018 

For the purpose of a better cash flow management, a stricter control of investments in 2017 and plans for 

2018 was introduced. The investment plan for 2017 amounted to HRK 325.8 million, while only necessary 

HRK 203.8 million were realised. Total investments planned for 2018 amount of HRK 217.4 million, which 

ensures using companyôs resources only for key projects that will result in additional value for shareholders. 

Stable dividend policy implementation continues 

On 27 April 2017, Podravka Inc. management made a draft decision to distribute dividend in the gross 

amount of HRK 7.00 per share, continuing to consistently apply the dividend distribution policy even in a 

challenging business environment. As at 30 June 2017, by the Decision on the use of Podravka Inc.ôs profit 

for 2016, the General Assembly approved the dividend distribution to shareholders of Podravka Inc. in the 

gross amount of HRK 7.00 per share. The dividend was distributed on 30 August 2017, for which HRK 48.6 

million were used. 

Commissioning of the new pharmaceuticals factory 

On 16 May 2017 a new Belupo production plant for solid, semi-solid 

and liquid drugs was opened, representing the extension of the 

existing production capacities. HRK 535 million were invested in the 

construction and equipment of one of the most advanced pharmaceutical plants in the region. 45 percent of 

the investment was financed by own funds, and 55 percent by a loan from Croatian Bank for Reconstruction 

and Development (HBOR). The new factory employed two hundred persons and production capacities are 

150 percent higher than before.  

The Agency for Medicinal Products and Medical Devices of Croatia (HALMED) issued the Production permit 

to Belupo, confirming that the factory of solid, semi-solid and liquid drugs fulfils all legal requirements related 

to the premises, equipment, employed staff and documentation, and that all principles of good manufacturing 

practice are applied. The Production permit covers all Belupoôs newly constructed plants, which allows the 

drugs produced in the new factory to be put on market. In addition to the Production permit, Belupo was also 

issued a new Good Manufacturing Practice (GMP) Confirmation, representing the assurance that all 

manufacturing procedures for drugs and/or tested drugs are in line with good manufacturing practice and the 

Production permit. In other words, all drugs produced on the new production site have the regulatorôs 

approval for the distribution on the markets of the European Union.  

In new factories, the production process and the technology transfer are implemented in line with the time 

schedule. The planned objective for 2018 is to produce 17 percent of Belupoôs sales from products 

manufactured in Koprivnica in the new plants. The new factory of solid, semi-solid and liquid drugs will start 

to operate with fully capacity after the technology transfer is completed, at the end of 2018. 
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Business units ï the basis of the Podravka's new organisation 

At the beginning of July 2017, the Podravka Group finalised the process of internal reorganisation of the 

Food segment by introducing the new organisation. 

 

Podravkaôs operations are organised in 6 key business units; BU Culinary, BU Podravka food, BU Baby 

food, sweets and snacks, BU Meat products, meat solutions and savoury spreads, BU Fish and BU Ģito. 

Each business unit is responsible for sales, profitability of the business unit, brand strategy, business 

development, marketing budget management, product portfolio (structure, complexity, margin), jointly 

responsible for production materials/cost of goods sold and together with markets jointly responsible for 

sales. The sectors Corporate marketing and communications and Research and development become 

excellence centres for support and providing guidance from their fields to business units and they develop 

and ensure the implementation of corporate standards for marketing and research and development within 

the business units. 
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Overview of sales revenues in 1-12 2017  

At the end of 2016, Podravka Inc. sold the Beverages business that recorded sales of HRK 82.2 million in 

2016. Also, in February 2016, extraordinary delivery of buffer stock to the Ministry of Economy was made in 

the amount of HRK 12.0 million, related to the migration of population from war-torn areas through the 

territory of Croatia. During 2017, the identified inconsistencies in the treatment of recording revenue in the 

Food segment on the Russian market were adjusted, that were largely a result of a different trade marketing 

activities classification. These developments make full comparability of movements of revenue between the 

current and the previous year impossible, therefore it was decided to present an adjusted overview of 

movements of revenue without the effect of the sold Beverages business, one-off revenue from the 

extraordinary delivery of buffer stock to the Ministry of Economy and with the consistent treatment of 

recording revenues in both periods. The text below describes the movements of adjusted revenue for the 

purpose of presenting the movements of the Podravka Groupôs core business as realistically as possible.  

Sales revenues by segments in 1-12 2017 

  REPORTED SALES REVENUES ADJUSTED SALES REVENUES 

(in HRK millions) 2017 2016 ɲ % 2017 2016 ɲ % 

Food 3,243.7 3,370.3 (126.6) (3.8%) 3,245.5 3,250.7  (5.2)  (0.2%) 

Own brands 2,987.0 3,123.6 (136.6) (4.4%) 2,988.6 3,004.1  (15.4)  (0.5%) 

Other sales 256.7 246.7 10.0 4.1% 256.8 246.6 10.2 4.1% 

Pharmaceuticals 867.5 815.2 52.3 6.4% 867.5 815.2 52.3 6.4% 

Own brands 728.9 681.8 47.0 6.9% 728.9 681.8 47.0 6.9% 

Other sales 138.6 133.4 5.2 3.9% 138.6 133.4 5.2 3.9% 

Podravka Group 4,111.2 4,185.5  (74.4)  (1.8%) 4,112.9 4,065.9 47.0 1.2% 

Own brands 3,715.8 3,805.4  (89.6)  (2.4%) 3,717.5 3,685.9 31.6 0.9% 

Other sales 395.3 380.1 15.2 4.0% 395.4 380.0 15.4 4.1% 

Movements of adjusted revenues of the Food segment (1-12 2017 compared to 1-12 2016): 

ü Own brands recorded 0.5% lower sales, significantly impacted by the dynamics of sales to the new 

distributor in Western Europe and the absence of sales of a portion of the Ģito Groupôs bakery range 

to the key customer in the market of Slovenia. In the middle of 2016, Podravka replaced the distributor 

in Western Europe to whom in the last two months of 2016 total goods were sold in the amount of the 

realised sales of the first four and a half months of 2017. On the one hand, this reduced the sales to 

the distributor in the first quarter of 2017 and also formed a high comparative basis. At the end of 

2016, unlisting of a certain portion of the Ģito Groupôs bakery range began with the key customer in 

the market of Slovenia, which significantly impacted the revenue realised in 2017. If the FX effect is 

excluded, it is estimated own brands would record 0.3% lower sales, 
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ü Other sales recorded 4.1% higher sales as a result, among other things, of the trade goods of the 

Lagris company sales growth. If the FX effect is excluded, other sales record an estimated 4.2% sales 

growth, 

ü Consequently, the Food segment in 2017 recorded sales slightly below the comparative period, while 

if the FX effect is excluded, the sales are estimated at the same level as in 2016. 

Movements of revenues of the Pharmaceuticals segment (1-12 2017 compared to 1-12 2016): 

ü Own brands recorded a 6.9% sales growth, primarily due to the extension of the product range in the 

market of Russia. If the FX effect is excluded, own brands record an estimated 4.9% increase in sales, 

ü Other sales revenues are 3.9% higher as a result of the increase in sales of trade goods in Deltis 

Pharm pharmacies. If the FX effect is excluded, other sales record an estimated 4.5% sales growth, 

ü Consequently, the Pharmaceuticals segment recorded 6.4% higher sales. If the FX effect is 

excluded, the Pharmaceuticals segment records an estimated 4.8% increase in sales. 

Movements of adjusted revenues of the Podravka Group (1-12 2017 compared to 1-12 2016): 

ü Own brands of the Podravka Group recorded a 0.9% sales growth, while if the FX effect is excluded, 

it is estimated the sales would be 0.6% higher, 

ü The revenues from other sales are 4.1% higher than in the comparative period. If the effect of foreign 

exchange differences is excluded, other sales record an increase in sales of estimated 4.3%, 

ü Consequently, the Podravka Group recorded 1.2% higher sales, while if the FX effect is excluded, it 

is estimated the sales would be 1.0% higher. 

Estimated net effect of currency exchange rates on adjusted sales by segment in 1-12 2017: 

(in HRK millions) Own brands Other sales Total 

Food  (5.5) (0.1)   (5.6) 

Pharmaceuticals  13.6 (0.8)   12.8 

Group 8.1 (0.9) 7.2 

ü The effect of FX differences on sales is the estimate of the revenue amount in 1-12 2017 had the 

exchange rates remained at the same level as in 1-12 2016, 

ü The most significant negative effect on revenue is recorded by the Euro (HRK -14.7 million) and the 

Bosnian mark (HRK -4.0 million), while the most significant positive effect is recorded by the Russian 

ruble (HRK +23.2 million). 
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Sales revenues by business unit2 and category in 1-12 2017 

  REPORTED SALES REVENUES ADJUSTED SALES REVENUES 

(in HRK millions) 2017 2016 ɲ % 2017 2016 ɲ % 

BP Culinary 880.4 912.5  (32.1)  (3.5%) 881.1 895.9  (14.8)  (1.7%) 

BP Baby food 378.3 467.2  (88.9)  (19.0%) 377.9 385.1  (7.1)  (1.9%) 

BP Podravka food 388.7 388.1 0.6 0.1% 390.2 382.0 8.2 2.2% 

BP Ģito 894.0 901.3  (7.3)  (0.8%) 894.0 901.3  (7.3)  (0.8%) 

BP Meat products 270.9 280.6  (9.6)  (3.4%) 270.9 266.1 4.8 1.8% 

BP Fish 174.6 173.8 0.8 0.5% 174.6 173.8 0.8 0.5% 

Prescription drugs 630.6 586.2 44.4 7.6% 630.6 586.2 44.4 7.6% 

Non-prescription pr. 98.3 95.6 2.6 2.7% 98.3 95.6 2.6 2.7% 

Other sales 395.3 380.1 15.2 4.0% 395.4 380.0 15.4 4.1% 

Podravka Group 4,111.2 4,185.5  (74.4)  (1.8%) 4,112.9 4,065.9 47.0 1.2% 

Movements of adjusted revenues by business unit and category (1-12 2017 vs. 1-12 2016):  

ü The Culinary business unit recorded 1.7% lower sales, primarily due to lower sales in Western 

Europe. Lower sales in Western Europe are related to the sales dynamics to the new distributor to 

whom in the last two months of 2016 the goods from the Culinary range were sold in the amount of the 

sales realised in the first five months of 2017. If the FX effect is excluded, it is estimated the business 

unit would record 2.0% lower sales, 

ü The Baby food, sweets and snacks business unit recorded 1.9% lower sales, mainly as a result of 

lower sales of the snacks range due to poor acceptance of the redesign launched in mid 2016. If the 

FX effect is excluded, it is estimated the business unit would record 1.4% lower sales, 

ü The Podravka food business unit recorded 2.2% higher sales, where the significant revenue growth 

of the vegetables range in the Croatian market should be noted, due to the expansion of distribution. 

This annulled lower sales of frozen vegetables in the Russian market due to limited packaging 

capacities of a Podravkaôs supplier from Serbia and lower sales of condiments in Western Europe due 

                                                           
2New categorisation of the Food segment revenues, explained in the ñAdditional tables for 1-12 2017ò section. 
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to the dynamics of sales to the new distributor. If the FX effect is excluded, it is estimated the business 

unit would record 1.8% higher sales, 

ü A significant increase in sales of the Ģito business unit was recorded in Western Europe, especially 

in Italy, Germany and Spain due to the extension of the product range and distribution. This was 

annulled by the significant absence of sales of a certain bakery range with the key customer in the 

Slovenian market due to unlisting that began at the end of 2016. If the FX effect is excluded, it is 

estimated the business unit would record sales at the same level as in the comparative period, 

ü The Meat products, meat solutions and savoury spreads business unit recorded 1.8% higher 

sales, while if the FX effect is excluded, the sales growth is estimated at 2.1%, 

ü The Fish business unit recorded 0.5% higher sales primarily due to higher sales of own brands in the 

Croatian market. If the FX effect is excluded, it is estimated the business unit would record 0.8% 

higher sales, 

ü The Prescription drugs category recorded 7.6% higher sales, with the most significant growth 

recorded in the market of Russia due to extended product range. If the FX effect is excluded, it is 

estimated the category would record 5.5% higher sales, 

ü The sales of the Non-prescription programme category grew by 2.7%, as a result of the extension 

of the product range in the Russian market, and implemented selling and marketing activities in the 

Croatian market. If the FX effect is excluded, it is estimated the category would record 1.3% higher 

sales,  

ü The Other sales category recorded 4.1% higher sales, primarily due to the increase in sales of trade 

goods of the company Lagris and the increase in sales of trade goods in Deltis pharm pharmacies. If 

the FX effect is excluded, it is estimated the category would record 4.3% higher sales. 
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Sales revenues by region3 in 1-12 2017 

  REPORTED SALES REVENUES ADJUSTED SALES REVENUES 

(in HRK millions) 2017 2016 ɲ % 2017 2016 ɲ % 

Adria 2,888.7 2,997.5  (108.7)  (3.6%) 2,888.4 2,903.8  (15.4)  (0.5%) 

Food 2,267.8 2,375.8  (108.0)  (4.5%) 2,267.4 2,282.1  (14.6)  (0.6%) 

Pharmaceuticals 621.0 621.7  (0.7)  (0.1%) 621.0 621.7  (0.7)  (0.1%) 

WE and Overseas 423.0 420.6 2.4 0.6% 423.0 420.3 2.7 0.6% 

Food 420.6 418.5 2.1 0.5% 420.6 418.2 2.3 0.6% 

Pharmaceuticals 2.4 2.1 0.3 15.0% 2.4 2.1 0.3 15.0% 

Central Europe 482.3 480.4 2.0 0.4% 482.3 480.4 2.0 0.4% 

Food 428.5 431.3  (2.8)  (0.7%) 428.5 431.3  (2.8)  (0.7%) 

Pharmaceuticals 53.8 49.0 4.8 9.8% 53.8 49.0 4.8 9.8% 

Eastern Europe 286.9 262.1 24.8 9.4% 289.0 236.6 52.4 22.1% 

Food 108.7 128.2  (19.6)  (15.3%) 110.8 102.8 8.1 7.8% 

Pharmaceuticals 178.2 133.8 44.3 33.1% 178.2 133.8 44.3 33.1% 

New markets 30.3 25.0 5.3 21.0% 30.2 24.8 5.4 21.7% 

Food 18.2 16.5 1.7 10.3% 18.1 16.3 1.8 11.1% 

Pharmaceuticals 12.1 8.5 3.6 41.7% 12.1 8.5 3.6 41.7% 

Podravka Group 4,111.2 4,185.5  (74.4)  (1.8%) 4,112.9 4,065.9 47.0 1.2% 

Movements of adjusted revenues by region (1-12 2017 compared to 1-12 2016):  

ü The Adria region recorded 0.5% lower sales, while if the FX effect is excluded, sales are slightly 

lower than in the comparative period. In the Food segment, the most significant sales growth was 

recorded by the business unit Podravka food due to expansion of the vegetables range distribution, 

which mitigated the absence of the Ģito business unit revenues. In Slovenia, the Ģito business unit 

recorded significantly lower revenues due to unlisting of a certain bakery range that began at the end 

of 2016. Revenues of the Pharmaceuticals segment in the Adria region were slightly lower than in the 

comparative period, 

ü Revenues of the Western Europe and Overseas region were 0.6% higher than in the comparative 

period, while if the FX effect was excluded, it is estimated the region would record 1.1% higher sales. 

Here the sales growth of the Ģito business unit should be noted, due to the extension of the product 

range and distribution in the markets of Italy, Germany and Spain and the increase in revenues from 

trade goods of the Lagris company. This managed to compensate for the sales dynamics to the new 

distributor in the market of Western Europe to whom in the last two months of 2016 total goods were 

                                                           
3New categorisation of regions, explained in the ñAdditional tables for 1-12 2017ò section. 
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sold in the amount of sales realised in the first four and a half months of 2017. The Pharmaceuticals 

segment records a mild revenue growth in the market of Germany, 

ü The Central Europe region recorded 0.4% higher sales, while if the FX effect was excluded, it is 

estimated the region would record 0.3% lower sales. The Food segment recorded higher sales of own 

brands, which was annulled by lower sales of trade goods of the Lagris company. The 

Pharmaceuticals segment recorded 9.8% higher sales due to the increase in sales in the markets of 

Poland and the Czech Republic, 

ü Revenues of the Eastern Europe region grew by 22.1%, while if the FX effect was excluded, it is 

estimated the region would record 12.3% higher sales. The Food segment recorded a 7.8% sales 

growth due to selling activities on the Culinary range with the most significant customers and the 

increase in sales of trade goods of the Lagris company. The Pharmaceuticals segment records a 

33.1% sales growth following the extension of the product range, 

ü The New markets region recorded a 21.7% sales growth, while if the FX effect was excluded, the 

region would record an estimated 22.5% sales growth. The growth in the Food segment is encouraged 

by the sales growth in the Baby food, sweets and snacks business unit and of trade goods of the 

Lagris company, while in the Pharmaceuticals segment, sales of the Prescription drugs category grew 

in the market of Turkey.  
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Profitability in 1-12 2017  

Profitability of the Food segment in 1-12 2017 

The focus of the new management during 2017 was on the optimition of the cost side of the Food segment 

and at the same time on redefining the business model with the aim to create presumptions for a sustainable 

and profitable business growth. The optimization of the cost side was successfully implemented through a 

number of internal activities and measures, but also through external refinancing of borrowings under more 

favourable terms. In order to create presumptions for a sustainable and profitable business growth, it was 

necessary to make certain business decisions that in 2017 negatively impact the result, but also enable 

creating future value for the companyôs shareholders. The decisions relate to significant impairments of 

assets, in the total amount of HRK 44.9 million, where it should be noted that these are non-cash items. The 

most significant costs related to impairments of assets relate to the impairment of brands Warzyvko and 

Perfecta in the amount of HRK 17.9 million, impairment of assets in HUBôs in Africa and MENI in the amount 

of HRK 17.6 million and impairment of inventories of frozen vegetables in Serbia in the amount of HRK 10.7 

million. An additional one-off item that burdened the profitability of the Food segment in 2017 is the cost of 

severance payments in the amount of HRK 31.3 million (HRK 11.7 million in 2016). All one-off items and 

their calculation are presented in the ñAdditional tables for 1-12 2017ò section, while the text below describes 

movements of the normalised result in order to present the development of the Food segment core business 

without the effect of one-off items. Sales revenues for the purpose of profitability normalisation were retained 

at the reported levels.  

Profitability of the Food segment Normalized 

(in HRK millions) 2017 2016 ɲ % 2017 2016 ɲ % 

Sales revenue 3,243.7 3,370.3  (126.6)  (3.8%) 3,243.7 3,370.3  (126.6)  (3.8%) 

Gross profit 1,039.3 1,107.0  (67.7)  (6.1%) 1,057.9 1,107.0  (49.1)  (4.4%) 

EBITDA* 243.3 317.1  (73.9)  (23.3%) 277.5 314.4  (36.9)  (11.7%) 

EBIT 52.4 158.2  (105.8)  (66.9%) 134.4 164.6  (30.2)  (18.3%) 

Net profit after MI 6.5 111.3  (104.7)  (94.1%) 83.0 121.3  (38.3)  (31.6%) 

         

Gross margin 32.0% 32.8%   -80 bp 32.6% 32.8%   -23 bp 

EBITDA margin 7.5% 9.4%   -191 bp 8.6% 9.3%   -77 bp 

EBIT margin 1.6% 4.7%   -308 bp 4.1% 4.9%   -74 bp 

Net margin after MI 0.2% 3.3%   -310 bp 2.6% 3.6%   -104 bp 

*EBITDA is calculated in a way that EBIT was increased by the depreciation and amortization and impairment of assets. 
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Normalised profitability of the Food segment (1-12 2017 compared to 1-12 2016):  

ü In 2017, the Food segment recorded 4.4% lower gross profit than in the comparative period due to 

lower revenues, but also due to changes in their structure, as explained in the ñOverview of sales 

revenues in 1-12 2017ò section. At the same time, cost of goods sold decreased by 3.4%, which 

eventually resulted in a gross margin of 32.6%, 

ü In 2017, operating profit (EBIT) is 18.3% lower than in the comparative period. Almost half of the 

decrease in operating profit arises from lower profitability of the Ģito Group, primarily due to the 

situation with the key customer in the Slovenian market. An additional negative impact on operating 

profit, in addition to the factors mentioned above, came from higher expenses of exercised share 

options (HRK 12.5 million in 2017; HRK 7.0 million in 2016) and unfavourable movements of foreign 

exchange differences on trade receivables and trade payables (HRK 5.2 million FX losses in 2017; 

HRK 3.1 million FX gains in 2016), 

ü In 2017, under the impact of the previously mentioned factors, net profit after minority interests is 

31.6% lower compared to 2016. An additional negative effect on net profit came from the increase in 

net finance costs due to unfavourable movements of FX differences on borrowings (HRK 10.6 million 

FX losses in 2017; HRK 8.6 million FX gains in 2016), which was partly mitigated by lower interest 

expense. 
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Profitability of the Pharmaceuticals segment in 1-12 2017 

In the middle of 2017, the new Belupo pharmaceuticals factory was completed, the biggest greenfield 

investment in the companyôs history, while the production permit, after meeting all the regulatory requirements, 

was obtained at the end of 2017. As the factory was operational during the entire 2017, fixed factory expenses 

significantly impacted the segmentôs profitability (HRK 25.4 million of fixed expenses in 2017; HRK 2.4 million in 

2016), while at the same time, due to the time frame of obtaining all regulatory permits, there was no 

contribution on the income side. Thus, in 2017 an unrealistic profitability level was formed, so it was decided to 

present the profitability of the Pharmaceuticals segment without the effect of the new factory in order to enable 

a comparative analysis with 2016. Among other one-off items, we should mention costs of severance payments 

(HRK 8.6 million in 2017; HRK 0.8 million in 2016). All one-off items and their calculation are presented in the 

ñAdditional tables for 1-12 2017ò section, while the text below describes movements of the normalised result in 

order to present the development of the Pharmaceuticals segment core business as realistically as possible. 

Profitability of the Pharmaceuticals segment Normalized 

(in HRK millions) 2017 2016 ɲ % 2017 2016 ɲ % 

Sales revenue 867.5 815.2 52.2 6.4% 867.5 815.2 52.2 6.4% 

Gross profit 444.8 428.1 16.6 3.9% 470.1 430.5 39.6 9.2% 

EBITDA* 130.8 154.2  (23.4)  (15.2%) 157.4 157.3 0.1 0.0% 

EBIT 82.8 110.7  (27.9)  (25.2%) 116.7 115.8 1.0 0.9% 

Net profit after MI 47.9 71.1  (23.3)  (32.7%) 82.6 76.3 6.2 8.1% 

         
Gross margin 51.3% 52.5%   -125 bp 54.2% 52.8%   +139 bp 

EBITDA margin 15.1% 18.9%   -383 bp 18.1% 19.3%   -115 bp 

EBIT margin 9.5% 13.6%   -404 bp 13.5% 14.2%   -74 bp 

Net margin after MI 5.5% 8.7%   -321 bp 9.5% 9.4%   +15 bp 

*EBITDA is calculated in a way that EBIT was increased by the depreciation and amortization and impairment of assets. 

Normalised profitability of the Pharmaceuticals segment (1-12 2017 compared to 1-12 2016):  

ü In 2017, the Pharmaceuticals segment recorded an increase in gross profit of 9.2%, while gross 

margin is 54.2%. The recorded gross profit, in addition to the increase in revenue, was impacted by 

the increase in cost of goods sold of 3.3% in line with the sales structure, 

ü In 2017, operating profit (EBIT) is 0.9% higher than in the comparative period. The recorded operating 

profit was, in addition to the mentioned above, affected by higher marketing expenses due to higher 

investments in the Russian market and extremely unfavourable FX movements on trade receivables and 

trade payables (HRK 7.3 million FX losses in 2017; HRK 15.4 million FX gains in 2016). Share option 

expenses were slightly below the comparative period (HRK 0.2 million in 2017; HRK 1.0 million in 2016), 

ü In 2017, under the impact of the previously mentioned factors, net profit after minority interests is 

8.1% higher compared to 2016. An additional positive effect on net profit came from higher finance 
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income and favourable movements of foreign exchange differences on borrowings (HRK 0.3 million 

FX gains in 2017; HRK 2.6 million FX losses in 2016). 

Profitability of the Podravka Group in 1-12 2017 

Profitability of the Podravka Group in the observed period is impacted by a number of decisions that 

negatively impact profitability in 2017, but are a necessary precondition for a sustainable and profitable 

business growth. Redefining the Food business model, the redundancy labour programme, the construction 

of the new Belupo factory ï all these business decisions initially incur costs, but at the same time enable 

creating future value for shareholders. All one-off items and their calculation are presented in the ñAdditional 

tables for 1-12 2017ò section, while the text below describes the movements of the normalised result in order 

to present the development of the Podravka Group core business as realistically as possible. Sales revenues 

for the purpose of profitability normalisation were retained at the reported levels. 

Profitability of the Podravka Group Normalized 

(in HRK millions) 2017 2016 ɲ % 2017 2016 ɲ % 

Sales revenue 4,111.2 4,185.5  (74.4)  (1.8%) 4,111.2 4,185.5  (74.4)  (1.8%) 

Gross profit 1,484.1 1,535.2  (51.1)  (3.3%) 1,528.1 1,537.6  (9.5)  (0.6%) 

EBITDA* 374.1 471.3  (97.2)  (20.6%) 434.9 471.8  (36.9)  (7.8%) 

EBIT 135.2 268.9  (133.7)  (49.7%) 251.1 280.3  (29.2)  (10.4%) 

Net profit after MI 54.4 182.4  (128.0)  (70.2%) 165.6 197.7  (32.1)  (16.2%) 

         

Gross margin 36.1% 36.7%   -58 bp 37.2% 36.7%   +43 bp 

EBITDA margin 9.1% 11.3%   -216 bp 10.6% 11.3%   -69 bp 

EBIT margin 3.3% 6.4%   -314 bp 6.1% 6.7%   -59 bp 

Net margin after MI 1.3% 4.4%   -303 bp 4.0% 4.7%   -70 bp 

*EBITDA is calculated in a way that EBIT was increased by the depreciation and amortization and impairment of assets. 

Normalised profitability of the Podravka Group (1-12 2017 compared to 1-12 2016):  

ü In 2017, the Podravka Group recorded 0.6% lower gross profit than in the comparative period, with a 

gross margin of 37.2%, where the Pharmaceuticals segment almost fully compensated for the lower 

gross profit of the Food segment, 

ü In 2017, operating profit (EBIT) is 10.4% lower compared to 2016. Almost half of the decrease in 

operating profit arises from lower profitability of the Ģito Group, primarily due to the situation with the 

key customer in the Slovenian market. An additional negative impact on operating profit, in addition to 

the previously mentioned factors, came from higher expenses of exercised share options (HRK 12.8 

million in 2017; HRK 8.0 million in 2016) and unfavourable FX movements on trade receivables and 

trade payables (HRK 12.5 million FX losses in 2017; HRK 18.5 million FX gains in 2016),  
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ü In 2017, under the impact of the previously mentioned factors, net profit after minority interests is 

16.2% lower than in the comparative period. An additional negative effect on net profit came from the 

increase in net finance costs due to unfavourable movements of FX differences on borrowings (HRK 

10.3 mil. FX losses in 2017; HRK 6.0 mil. FX gains in 2016), partly mitigated by lower interest expense 

following the refinancing under more favourable commercial terms. 

Key characteristics of the income statement in 1-12 2017  

Other income and expenses, net 

In 2017, other income and expenses amounted to negative HRK 25.1 million, while in the comparative period 

they amounted to positive HRK 28.8 million. In 2017, foreign exchange differences from trade receivables 

and trade payables amounted to negative HRK 12.5 million, while in the comparative period they amounted 

to positive HRK 18.5 million. In 2017, impairment costs amounted to HRK 44.9 million, while in 2016 they 

amounted to HRK 11.0 million. Also, in 2016 HRK 6.6 million of income from leaseback was recorded, which 

is absent in 2017. 

Value adjustments 2017 2016 

(in HRK millions) Group Food Pharma Group Food Pharma 

Value adjustments 44.9 44.9 - 11.0 9.1 1.9 

+Warzyvko & Perfecta brands 17.9 17.9 -  - - - 

+inventories in Serbia 10.7 10.7 -  - - - 

+assets in MENA 1.3 1.3 -  - - - 

+assets in Africa 16.3 16.3 -  - - - 

+Studenac assets - - -  9.3 9.3 - 

+other one-off adjustments (1.3)  (1.3) -  1.7  (0.2) 1.9 

 

Cost of goods sold 

Cost of goods sold in the observed period is 0.9% lower compared to 2016, while at the normalised level it is 

2.4% lower, as a result of lower sales in the Food segment.  

General and administrative expenses 

In 2017, general and administrative expenses were 10.8% higher than in the comparative period, primarily 

due to significantly higher costs of termination benefits. At the normalised level, general and administrative 

expenses are 0.7% higher due to, among other things, higher costs of exercised share options.  
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Selling and distribution costs 

Selling and distribution costs in the observed period are 0.9% lower compared to 2016 due to, among other 

things, disinvestment of the Beverages business that was incurring significant distribution costs. At the 

normalised level, selling and distribution costs are 1.5% lower. 

Marketing expenses 

In 2017, marketing expenses are 0.5% lower as a result of fewer marketing activities in the Food segment, 

while the Pharmaceuticals segment recorded an increase in marketing expenses, primarily in the Russian 

market.  

Net finance costs 

In the observed period, net finance costs grew by 34.2% since foreign exchange differences on borrowings 

in 2017 amount to negative HRK 10.3 million, while in the comparative period they amounted to positive 

HRK 6.0 million. At the same time, interest expense is 15.6% lower due to refinancing of borrowings under 

more favourable commercial terms. 

Income tax 

In 2017, income tax of the Podravka Group was 31.6% lower than in the comparative period as a result of, 

among other things, lower sales in the Food segment. At the normalised level, income tax was 13.3% lower.     

Key characteristics of the balance sheet as at 31 December 2017  

Intangible assets   

HRK 27.7 million lower compared to 31 December 2016, primarily due to impairment of Warzywko and 

Perfecta brands.  

Property, plant and equipment 

Property, plant and equipment of the Podravka Group are HRK 13.6 million higher compared to 31 

December 2016, which is related to the construction of the new Belupo factory. 

Inventories   

Compared to 31 December 2016, inventories of the Podravka Group are HRK 32.2 million higher, as a result 

of increased plans for the production of own products and trade goods.  
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Trade and other receivables 

Trade and other receivables of the Podravka Group are HRK 185.7 million lower than as at 31 December 

2016 due to lower receivables for recourse bills of exchange and lower sales in the Food segment, and 

better collection in the Pharmaceuticals segment in the domestic and foreign markets. 

Cash and cash equivalents 

Cash and cash equivalents of the Podravka Group at the end of the observed period are HRK 24.5 million 

higher compared to 31 December 2016, as explained in the ñKey characteristics of the cash flow statement 

in 1-12 2017ò section. 

Long-term and short-term borrowings 

As at 31 December 2017, long-term and short-term borrowings of the Podravka Group are HRK 105.6 million 

lower than as at 31 December 2016, due to repayment of a part of borrowings. In 2017, the Podravka Group 

refinanced two borrowings and redefined terms for the third borrowing under more favourable commercial terms.  

Trade and other payables 

Trade and other payables of the Podravka Group are 10.6% lower compared to 31 December 2016 due to 

the settlement of a portion of trade payables for the construction of the new pharmaceuticals factory and 

following the repurchase of recourse bills of exchange from a factoring company. 

Indebtedness 

As at 31 December 2017, the total debt of the Podravka Group related to borrowings and other interest-

bearing financial liabilities was HRK 1,271,146 thousand, of which HRK 915,210 thousand relates to long-

term borrowings, HRK 354,305 thousand to short-term borrowings, and HRK 1,631 thousand to swap and 

forward contract liabilities. The average weighted cost of debt on all the stated liabilities as at 31 

December 2017 was 2.0%. 

 

Analysing the debt currency structure, the highest exposure, of 77.9% was toward the Euro, while 16.4% of the 

debt was in the domestic currency. 3.5% of the debt was in the Bosnia and Herzegovina mark, while the 

remainder of 2.2% relates to the Australian dollar (AUD), Czech koruna (CZK) and Macedonian denar (MKD). 

HRK
16.4%

AUD, CZK, MKD
2.2%

EUR
77.9%

BAM
3.5%

Currency structure of debt as at 31 December 2017
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(in HRK thousands)* 2017 2016 ȹ % 

Net debt 909,064 1,041,740 (132,676)  (12.7%) 

Interest expense 26,871 31,476  (4,606)  (14.6%) 

Net debt / normalized EBITDA 2.1 2.2  (0.1)  (5.3%) 

Normalized EBIT / Interest expense 9.3 8.9 0.4 4.9% 

Equity to total asset ratio 57.4% 55.4%   +207 bp 

*Note: all indicators are calculated in a way that income statement items are calculated at the level of the 

last 12 months, while balance sheet items are taken at the period end.  

The decrease in net debt as at 31 December 2017 compared to 31 December 2016 is primarily a result of 

repayment of a portion of borrowings in the amount of HRK 108.2 million. The decrease in net debt led to a 

slightly lower net debt to normalised EBITDA ratio, while lower interest expense positively impacted the 

interest coverage ratio. 

Key characteristics of the cash flow statement in 1-12 2017  

(in HRK millions) 2017 2016 ɲ 

Net cash flow from operating activities 457.6 476.7 (19.1) 

Net cash flow from investing activities  (191.0)  (358.9) 167.9 

Net cash flow from financing activities  (242.1) (72.1)  (170.0) 

Net increase / (decrease) of cash and cash equivalents 24.5 45.7  (21.3) 

Net cash flow from operating activities 

In 1-12 2017, net cash flow from operating activities is HRK 19.1 million lower than in the comparative 

period, primarily as a result of the lower level of operating activities. Movements of working capital had a 

positive impact on cash flow from operating activities, as well as lower interest paid. 

Net cash flow from investing activities 

Net cash flow from investing activities in the period under consideration amounted to negative HRK 191.0 

million. This is primarily the result of capital expenditure amounting to HRK 206.8 million. The most 

significant capital expenditure in 1-12 2017 was related to: 

ü New Belupo factory for solid, semi-solid and liquid drugs ï continuation of activities from 2016. The 

realisation of this strategic investment will increase the existing production capacities, which will meet 

the increasing market needs and ensure competitiveness and market position of Belupo, 

ü Investment in equipment and machinery for further development of fish business due to increased 

production capacities and competitiveness of the product range, 
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ü Investment in a boiler room on biomass which will ensure significant energy efficiency, 

ü New line for pastry packaging. The investment relates to the replacement of the existing line, which 

will ensure the production continuity and create the precondition for extending the product range of 

salty pastry and biscuits packaging. 

In 2018, capital expenditure is expected to be at a level of HRK 217.4 million, in 2019 at a level of HRK 

250 - 300 million and in the 2020-2022 period at a level of approximately HRK 200 million. 

Net cash flow from financing activities 

In 1-12 2017, net cash flow from financing activities amounted to negative HRK 242.1 million, since repaid 

borrowings were HRK 199.6 million higher than borrowings received and due to the dividend distribution in 

the amount of HRK 48.6 million. Borrowings received were used for refinancing of due liabilities under more 

favourable terms. 

Share in 1-12 2017  

List of top 10 shareholders as at 31 December 2017 

No. Shareholder 
Number of 

shares 
% of 

ownership 

 1. PBZ Croatia Osiguranje mandatory pension fund, category B 925,602 13.0% 

 2. AZ mandatory pension fund, category B  902,874 12.7% 

 3. RSC - Croatian Pension Insurance Institute 727,703 10.2% 

 4. Erste Plavi mandatory pension fund, category B 665,166 9.3% 

 5. Raiffeisen mandatory pension fund, category B 625,298 8.8% 

 6. Kapitalni fond d.d. 406,842 5.7% 

 7. RSC - Republic of Croatia 387,257 5.4% 

 8. Republic of Croatia 286,588 4.0% 

 9. Podravka d.d. - treasury account 162,559 2.3% 

10. AZ Profit voluntary pension fund 113,728 1.6% 

  Other shareholders 1,916,386 26.9% 

 
Total 7,120,003 100.0% 

The company has a stable ownership structure where the most significant share is held by domestic pension 

funds and the Republic of Croatia. As at 31 December 2017, domestic pension funds (mandatory and 

voluntary) hold a total of 49.1% of the company ownership. The Republic of Croatia holds 19.7% of the 

company ownership and through Kapitalni fond d.d. additional 5.7% of ownership as at 31 December 2017. 

The company has 2.3% of treasury shares. The companyôs shares have been listed on the Official Market of 

the Zagreb Stock Exchange since 7 December 1998, under the PODR ticker symbol. 
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Share price movement in 1-12 2017 

 

(closing price in HRK; closing 
points) 

31 December 2017 31 December 2016 % 

PODR-R-A 270.0 377.5  (28.5%) 

CROBEX 1,842.9 1,994.8  (7.6%) 

CROBEX10 1,076.9 1,158.2  (7.0%) 

In 2017, the price of Podravkaôs share decreased by 28.5%, while domestic stock indices Crobex and 

Crobex10 dropped by 7.6% and 7.0%, respectively. 
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