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General information

Podravka prehrambena industrija d.d., Koprivnica, is incorporated in the Republic of
Croatia. Today it is included in leading companies in industry operating in the area of South-
Eastern, Central and Eastern Europe. The principal activity of the Company comprises

production of a wide range of foodstuffs and non-alcoholic beverages.

The Company is headquartered in Koprivnica, Croatia, Ante StarCevi¢a 32.

The Company’s shares are listed on the official market of the Zagreb Stock Exchange.

Management Board members as at 30 June 2015

President Zvonimir MrSi¢
Member Olivija Jakupec
Member Miroslav Klepaé¢
Member Hrvoje Kolari¢

The unconsolidated financial statements have been prepared in accordance with

International Financial Reporting Standards as adopted by the European Union (“IFRS”).
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Koprivnica, 24 July 2015

MANAGEMENT REPORT ON THE ACHIEVED BUSINESS RESULTS OF
PODRAVKA INC. FOR THE PERIOD JANUARY - JUNE 2015

Significant events in 1 — 6 2015

Podravka d.d. share capital increase and ESOP*

On 3 June 2015, the General Assembly of Podravka d.d., among other decisions,
adopted the decision to increase the share capital by issuing new regular shares and to
introduce ESOP. According to the decision, on 7 July 2015 the subscription of new
shares of Podravka d.d. was initiated, in the first round only for the employees of
Podravka d.d. and related companies that had the employee status as at 3 June 2015
and in the second round for the shareholders that were registered as shareholders with
the Central Depository and Clearing Company as at 3 June 2015. The last day of the
second round of the share capital increase was 20 July 2015. The existing shareholders
and employees initially subscribed any paid more than 2.26 million of new shares of the
total available 1.7 million, which shows great interest in the purchase of Podravka d.d.

shares.

The share capital was increased by issuing 1,700,000 new regular shares with individual
nominal value of HRK 220.00. New regular shares were issued at the price of HRK
300.00 per share, whereby the amount of HRK 510 million was raised. The raised
amount is planned to be used primarily to finance the acquisition of the company Zito
d.d., while the remaining amount will be used to invest in business expansion to new
markets and to finance the construction of the new solid, semi-solid and liquid drugs

factory of Belupo d.d..

As part of the share capital increase process, the ESOP programme was initiated with
the aim to further develop employee loyalty through participation in the company’s

ownership, increase in Podravka’s productivity based on medium-term and long-term

1 Employee Stock Ownership Programme.
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effects of the programme (motivation, efficiency, reliability, commitment...), including
employees in share ownership at special terms, connecting employee interests with
interests of the owners and creating additional impetus in achieving the company
strategy, in the sense of connecting growth interests and profitability on the one hand

and long-term benefits for the workers on the other.

Detailed information on the share capital increase and related documents are available
on the websites of the Zagreb Stock Exchange (www.zse.hr) and the Podravka Group

(www.podravka.hr).

Podravka concluded the agreement on acquiring 51.55% of Zito d.d. shares

As at 21 April 2015, Podravka concluded the Agreement on the acquisition of shares of
the company Zito d.d., one of the largest and most prominent producers in the food
industry in Slovenia, greatly recognised in the markets of South East Europe. The
consortium of sellers is composed of Slovenski drzavni holding d.d. and Modra
zavarovalnica, d.d., KD Kapital, d.o.0., KD Skladi, d.o.0., Adriatic Slovenica, d.d. and
NLB Skladi, d.o.o.

Based on the Agreement, and after receiving an approval from the authorised Agencies
for the protection of market competition and after meeting the contractual terms and
conditions, Podravka will acquire the majority package of 51.55 percent of regular shares
of Zito, at the price of EUR 180.1 per share, i.e. for the total amount of EUR 33,027,818.
After acquiring the majority package, Podravka will, in accordance with the regulations
of the Republic of Slovenia, be obliged to submit a binding bid for the remaining shares
of Zito whereby, depending on the interest of the remaining shareholders to sell shares,

the total value of the transaction possibly increases to EUR 57,670,361.

With the stated acquisition, Podravka consolidates its position and becomes a leader in

several additional product categories — significantly improving its market position.

After this transaction is completed, the Podravka Group will be at the top of the food
industry in the market of Slovenia, with total annual revenue amounting to approximately
HRK 900 million. Total consolidated annual revenue of the Podravka Group after the

takeover of Zito will be approximately HRK 4.5 billion.

Podravka and Zito have a very complementary product range — food products with similar
models of production, sales, promotion, distribution and logistics. Zito has a wide portfolio

of recognisable brands holding the leading or the second positions in the market, such
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as the umbrella brand Zito (flour and bakery products), Zlato polje (rice, pasta, mill
products), Maestro (monospices), 1001 Cvet (teas), Natura (cereals and pulses),

Gorenjka (chocolate), Sumi (candies).

Extending the business in complementary product groups, opportunities are created for
the production, and sales and marketing synergies, improving the operational efficiency
of both companies and increasing their competitiveness. It is particularly worth
emphasising that this opens the possibility of selling Zito products through the

Podravka’s sales and distribution network in more than 20 countries around the world.

New organization of markets management and further strengthening of international

operations

In the Podravka d.d. Management Board meeting held on 13 January 2015, the decision
was made to form new market regions and to further strengthen business
internationalization. There are four newly-formed regions: the Adria region including the
market of Croatia and the previous South East Europe market, the Europe region
including the previous markets of Western Europe and Central Europe, the Russia, CIS
and Baltic region and the New markets region including America, Asia, Australia and
Africa. The new organisation of markets management significantly simplifies the previous
markets management complexity, increases the opportunities for a more efficient
utilisation of own size and knowledge and provides a better and more cost-efficient
support to markets where the Podravka Group operates.

One of the preconditions for the commencement of operations in international markets
estimated as very potent was to register Podravka’s company in Dubai (United Arab

Emirates), Dar es Salaam (Tanzania) and the representative office in Beijing (China).

Podravka’s decision to initiate the procedure for merging Danica d.o.o.

Continuing the implementation of measures to improve operational efficiency,
Podravka’s management made the decision to initiate the procedure for merging the
limited liability subsidiary DANICA d.o.o.

Podravka’s meat industry Danica d.o.o. has been operating as a separate entity for
twenty years. After conducting business analyses of all business programmes within the
Podravka Group, it was determined that by integrating Danica d.o.o., i.e. the meat
programme, into the Podravka's food and drinks segment, a better focus on the
development of this programme will be achieved, together with additional savings in
Privedna banka 2agreh P L C.. 2agreb. Radnitka cesta 50, IBAN: HR94 2340 0091 1000 6652 6, Shar capital- HRK 1 192.400,660.00,
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almost all business processes, and thus presuppositions for better management of this
business programme will be created.
Certain restructuring measures, i.e. business rationalisation, have been implemented in
Danica d.o.0. over the past three years. Financial business indicators have been
improved, and further improvements can be achieved through the full integration of the
meat programme into the Podravka's food segment.
Itis planned that the full integration process be completed by the end of September 2015.
The intention of this merger is to advance the development of Podravka's meat cans and
meat products portfolio and to generate additional funds for strengthening the
competitive position of this production programme on the increasingly demanding

market.

Mirna d.d.’s account unblocked

On 25 August 2014, at public auctions for the sale of shares of Mirna d.d. through the
trading system of Zagrebacka burza d.d. in the procedure of out-of-court settlement,
Podravka d.d. acquired 198,209 shares of Mirna d.d., which represents 53.9% of the
total issued shares of the company. Podravka d.d. acquired shares of Mirna d.d. at HRK
38.02 per share, or for a total of HRK 7.5 million. The shares of the company carried the
voluntary lien on behalf of Podravka d.d. as security for loans granted by Podravka during
20009.

By acquiring these shares, on 29 September 2014 Podravka d.d., in accordance with the
Act on the Takeover of Joint Stock Companies, issued a bid for taking over the remaining
shares of Mirna d.d. at the price of HRK 38.02 per share, other than those carrying
pledges. The takeover bid was accepted by seven shareholders, whereby Podravka d.d.
acquired additional 37,153 shares, or additional 10.09% of the total issued shares of
Mirna d.d. Following the takeover bid, Podravka d.d. became the holder of 235,362

shares of Mirna d.d. or 63.95% of the total issued shares.

In December 2014, Management of Mirna d.d. submitted a request to initiate the pre-
bankruptcy settlement proceeding following the freezing of Mirna d.d. account, which
was rejected. However, as at 29 January 2015, the Commercial Court in Rijeka decided
to initiate the preliminary procedure for determining whether the conditions are met for
initiating the bankruptcy procedure of the company Mirna d.d. As part of this, the
temporary bankruptcy manager was appointed, and the hearing was scheduled for 30
March 2015.

PODRAVKA Inc., Koprivnica, Ante Starc¢evi¢a 32, The Commercial Court in Varazdin, CRN: 010006549, PIN: 18928523252,
Privredna banka Zagreb P.L.C., Zagreb, Radni¢ka cesta 50, IBAN: HR94 2340 0091 1000 9852 6, share capital: HRK 1,192,400,660.00,
paid in full, total number of shares issued: 5,420,003, nominal share value: HRK 220.00, President of the Supervisory Board: D. Stimac,

President of the Management Board: Z. Mrsié, members of the Management Board: O. Jakupec, M. Klepa¢, H. Kolari¢



9

PODRAVHA

MANAGEMENT BOARD

At the hearing held as at 30 March on the Commercial Court in Rijeka it was established
that there are no longer reasons to initiate the bankruptcy procedure over Mirna d.d. from
Rovinj. Considering that by the completion of the preliminary procedure, the debtor Mirna
d.d. became solvent as its account was unblocked, reasons envisaged by law for further
bankruptcy procedures are no longer valid. Podravka d.d. as the majority shareholder of
Mirna d.d. directly settled a significant amount of due claims by Mirna d.d. and provided
guarantees for settling other claims by the creditors of Mirna d.d. which are registered in
the register of FINA. This creates preconditions for further normal operations of Mirna
d.d.

On 9 July 2015, Podravka acquired additional 11.64% shares of the company Mirna d.d.,
reaching 75.59% ownership share in the company.

Key business highlights of 1 — 6 2015

The first half 2015 has brought HRK 844.9 million of sales revenues, 1.5% higher
compared to the same period last year. Growth was mainly driven by Soups subcategory

in Adria region as a result of sales of wider range of soups assortment in retail stores.

Total operating expenses fell by 0.2% to HRK 804.1 million helped by HRK 31.2 million
missing severance costs burden from the first half of 2014. Without severance payments
impact, operating costs are showing an increase, coming from activities related to Zito

and Mirna Inc. acquisitions.

Operating profit stepped-up by 39.5% to HRK 72.7 million strongly impacted by 2014

severance costs included in 2014 operating result.

Net financial income in the amount of HRK 8.7 million includes recognition of income
coming from the fair valuation of the land invested into Belupo Inc. share capital increase,
while last year’s comparative period recorded net financial expenses in amount of HRK
11.2 million.

As a result of all mentioned above the Company recorded net profit in amount of HRK
69.3 million in the first half of 2015.

Podravka Inc. total assets as at 30 June 2015 were HRK 2,633.9 million which is HRK
51.2 million higher when compared to the 2014 year end. The most significant changes
occurred in trade receivables and cash and cash equivalents. Trade receivables
increased by 8.9% as a result of their seasonality since the Company is traditionally
PODRAVKA Inc., Koprivnica, Ante Starc¢evi¢a 32, The Commercial Court in Varazdin, CRN: 010006549, PIN: 18928523252,
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showing an increase in sales orders during pre-summer season comparing to the year
end. At the same time cash and cash equivalents decreased by HRK 72.7 million
compared to the end of 2014, which is explained later in this section. On the liabilities
side, long term liabilities to banks and other financial institutions decreased following the
repayment of a portion of long term liabilities. Simultaneously, short term liabilities to
banks and other financial institutions increased as a result of new short term loans for
maintaining expected liquidity levels in the first half of 2015. New short term loans were,
among others, used to settle due liabilities of Mirna Inc. in order to avoid bankruptcy
proceedings, as well as for financing Zito acquisition pre-activities. Share capital was
increased following the General assembly decision to reinvest part of 2014 net profit from
3 June 2015. In accordance with that decision, nominal value of Podravka Inc. shares
was increased from HRK 200.00 to HRK 220.00, which resulted with 10.0% share capital
increase compared to 2014 year end.

Cash flow from business activities was negative HRK 22.2 million in the first half of 2015
as a result of increased short term receivables connected to the acquisition activities. At
the same time cash flow from investing activities was negative HRK 37.4 million mostly
as a result of capital expenditures, while cash flow from financing activities was negative
HRK 13.1 million mostly as a consequence of higher repayments than received loans.
Received and repaid loans were related to usual credit activities that involve short term
loans for liquidity, partial repayment of credit liabilities and other standard credit activities,
including activities related to the Mirna Inc. and Zito acquisition. Altogether in the first
half of 2015 cash and cash equivalents decreased by HRK 72.7 million resulting in HRK

16.1 million of cash and cash equivalents as at 30 June 2015.

President of the Management Board:
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UNCONSOLIDATED FINANCIAL REPORTS FOR THE PERIOD
JANUARY = JUNE 2015
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STATEMENT OF CASH FLOWS - INDIRECT METHOD

for the period 1.1 2048 fo 30.06.2015.
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STATEMEMT OF CHANGES IN EQUITY
for the period 1.1.2018. to J0.06.2015.

Obligator: Fodavka probfambena idusitrija d.d., Koprisnica
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Notes to the financial statements:

Accounting policies in year 2015 did not change.
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STATEMENT FROM EXECUTIVES RESPONSIBLE FOR PREPARING
FINANCIAL STATEMENTS

Koprivnica, 24 July 2015

STATEMENT FROM EXECUTIVES RESPONSIBLE FOR PREPARING
FINAMCIAL STATEMENTS

Financial statements of Podravka d.d. for the period January — June 2015 have been prepared in
compliance with the Accounting Act of the Republic of Croatia and International Financial Reporting
Standards (IFRS) and provide an overall and frue presentation of assels, liabilities, profit and loss,

financial position and business operations.

Financial statements of Podravka d.d. for the period January — June 2015 were approved by the
Management Board on 24" July 2015.

Corporate Accounting and Taxes Direclor: Board Me
lva Brajevi¢ . Miroslav
Bt
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Contact

Podravka d.d.
Ante Star€evic¢a 32, 48 000 Koprivnica, Croatia

www.podravka.hr

Investor relations
e-mail: ir@podravka.hr
Tel: +385 48 65 16 65
Mob: +385 99 43 85 007
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