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This monthly report provides an update on the economic and financial state of, and 
implementation of activities and measures, under the Extraordinary Administration of 
Agrokor d.d. in the period 11 September and 10 October 2017. The ongoing 
demanding process of financial and operational restructuring of the Group companies 
in the reporting period continues to improve the overall state of the Group.  

On 5 October 2017, the audit of the financial statements was completed including 27 
companies legally subject to auditing in the Republic of Croatia, three companies in 
Serbia and three companies in Bosnia and Herzegovina. The audit for the nine key 
companies was presented. The retail group generated a loss in the amount of 
HRK 2.2 billion for the period to 31 December 2016, the agriculture group generated 
a loss of HRK 329 million, and the food group generated a loss of HRK 741 million. 
The most significant negative effect on profits in 2016 came from contingency 
provisions/reserves of 50% on the mutual accounts receivable within the Group.  

The audit found that Konzum, instead of making a profit of HRK 235 million for the 
period to 31 December 2015, as previously reported, made a loss of HRK 1.4 billion. 
According to those financial statements, the Retail Group made a profit of HRK 247 
million in the year ending 31 December 2015, where in fact it suffered a loss of 
HRK 1.471 billion. The loss of the Agriculture Group was shown as HRK 88 million 
where in fact the audit found it was HRK 223 million, and the Food Group's profit was 
shown as HRK 661 million, while the audit found it was HRK 635 million. 

On 9 October 2017, the audited financial statement for Agrokor d.d. and the 
consolidated financial statements of the Agrokor Group for the year 2016 were 
presented. The audit contains significant adjustments to Agrokor's statements from 
previous periods including the total equity decrease (impairment) of the Agrokor 
Group for the period from 31 December 2014 to 31 December 2016 amounting to 
HRK 21.7 billion. The loss for 2016 amounted to HRK 11 billion and the loss in 2015 
after all restatements have been made amounted to HRK 3.6 billion, while the 
previous Management Bord stated profits in the amount of HRK 1.2 billion in 2015. 

Key account irregularities found during the preparation and audit of the financial 
statements of Agrokor group for 2016 are: undisclosed liabilities in the amount of 
HRK 3.9 billion, undisclosed operating and financial expenses for the period from 
2010 to 2015 in the amount of HRK 2.2 billion and inappropriate classification of 
HRK 2.1 billion of cash and cash equivalents. The audit also found inadequate use of 
the so-called equity method at Agrokor d.d. in the period from 2006 to 2011, resulting 
in an equity value adjustment in the amount of HRK 3.5 billion, i.e. overstated 
revenues in previous periods. 

Audited financial statements for Agrokor d.d., the consolidated financial statements 
for the Group and audited financial statements for the nine key companies have been 
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published on the Group website, www.agrokor.hr, and on the websites of each of the 
companies in question. Further detail on the audit results can be found in section 3 of 
this report.  

As previously reported, retail performance in the first half of 2017 was supressed by 
the Group’s liquidity problems. Following on from the stability provided by new 
financing in June 2017, the retail businesses have shown consistent strength 
month-on-month throughout the summer period, being a direct result of the new 
financing securing employees and maintaining stock levels throughout the summer 
period. Despite the challenges faced, the retail businesses have responded well and 
consequently footfall and revenue have continued to improve, whilst cost-reduction 
programmes have begun to deliver early results. 

Food companies have continued to deliver solid results for the eight month period to 
August 2017. Following the improved stock service level from the previous period, 
the food companies have continued to increase sales although still lower than the 
same period in 2016. However, EBITDA for the food companies has increased 
compared to the same period in 2016, building on strong operating results primarily 
from beverages and oils groups, focusing on a profitable portfolio in both meat and 
frozen groups and continuous restructuring efforts across all of the food companies. 

In the eight months to August 2017, the agricultural companies have achieved mixed 
results through a slower realisation of revenues and a strong increase in EBITDA. 
Trading activities in the agriculture group have continued to decline and a new strategy 
for this segment is already being executed. The overall liquidity remains sound and 
should be adequate for the coming autumn period, which should continue to positively 
affect the profitability of the agriculture companies overall. All Group companies 
continue to develop, implement and maintain cost optimisation and restructuring 
measures with a view to further improving performance for 2017 and beyond. 

To date, members of the Temporary Creditors Council have approved payment for 
more than 2,500 suppliers in Pool A which includes family farms, craft traders, 
micro-companies and small entrepreneurs with annual revenue of less than 
HRK 5.2 million. These suppliers have received 100% settlement of their pre-petition 
debt. After additional internal adjustments and evaluations of claims, a final 
evaluation of payment in Pool A was completed leading to the decision of the 
Temporary Creditors Council delivered on 29 September 2017 to approve additional 
payment in the amount of EUR 0.1 million. Therefore, payments to creditors in Pool A 
total EUR 20.5 million. Audit results for the period to 31 December 2016 for both 
individual companies and the Group were also discussed with the Temporary 
Creditors Council on 9 October 2017. 
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Further progress has been made on the viability plans for the individual businesses 
and divisions as well as the aggregated Group viability plan, which are all now close 
to final. As a result of the finalisation of the 2016 Group audited accounts, and in line 
with the requirements of the facility agreement, a summary is envisioned to be made 
available by the end of October 2017. 

Developments in litigation and enforcement proceedings formally issued against 
Agrokor d.d. and a number of affiliates in the present reporting period are detailed in 
section 6 of this report, and includes new decisions delivered in Croatia. The High 
Commercial Court in Croatia rejected the appeal of Sberbank of Russia and 
confirmed the decision of the Commercial Court in Zagreb dismissing the temporary 
injunction proceedings issued by Sberbank of Russia seeking to prevent Agrokor d.d. 
from entering into the super senior facility agreement, and the Commercial Court in 
Zagreb dismissed petitions of Sberbank of Russia  to declare the provisions of the 
Super Priority Term Facilities Agreement which allow “roll-up” financing of old debt 
and bond redemption, as well as all other restrictive provisions of that Agreement, 
null and void,  to declare null and void the transaction in which Agrokor d.d. 
redeemed bonds at their nominal value, and to have the Commercial Court in Zagreb 
submit a request to the Constitutional court to examine the constitutionality of Articles 
40 and 41 of the Act on Extraordinary Administration. 
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2. State of companies under the Extraordinary Administration 
during the reporting period 

 

The financial information in the table below relates to the eight months (year-to-date) 
revenue, gross margin and EBITDA for certain key companies of the Group. 
Financial results for individual Group companies for the first eight months of 2017 
included in this section of the report, are not audited.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: company data 

*NOTE: All results are estimated 

 

As previously reported, retail performance in the first half of 2017 was supressed by 
the Group’s liquidity problems. Following on from the stability provided by the new 
financing in June 2017, the retail businesses have shown consistent strength 
month-on-month throughout the summer period, being a direct result of the new 
financing, securing employees and maintaining stock levels throughout the summer 
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period. Despite the challenges faced, the retail businesses have responded well and 
consequently footfall and revenue have continued to improve, whilst cost-reduction 
programmes have begun to deliver early results. 

Velpro was re-stocked and focused on its most profitable channels, allowing it to 
deliver much improved margins. Tisak was able to extend its assortment in key areas 
to drive additional profitable revenue. Margins improved in Konzum as the business 
moved beyond June 2017 and was able to adjust its promotional model. Overall, 
performance was helped by good weather and selective restocking, although 
held-back by the lack of availability of staff on the coast and some continued supply 
issues due to trade credit insurance issues. Suppliers’ and landlords’ cooperation will 
be key going forward as the retail businesses enter a period of quieter trading in the 
run-up to Christmas.  

Food companies have continued to deliver solid results for the eight month period to 
August 2017. Following the improved stock service level from the previous period, 
food companies have continued to increase sales although still lower than the same 
period in 2016. However, EBITDA for the food companies has increased compared 
to the same period in 2016, building on strong operating results primarily from 
beverages and oils groups, focusing on a profitable portfolio in both meat and frozen 
groups and continuous restructuring efforts across all of the food companies. 

In the eight months to August 2017, the agricultural companies have achieved mixed 
results through a slower realisation of revenues and a strong increase in EBITDA. 
Trading activities in the agriculture group have continued to decline and a new 
strategy for this segment is already being executed. The overall liquidity remains 
sound and should be adequate for the coming autumn period, which should continue 
to positively affect profitability of the  agricultural companies overall. 

All Group companies continue to develop, implement and maintain cost optimisation 
and restructuring measures with a view to further improving performance for 2017 and 
beyond. 
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2.1. Companies in the retail and wholesale sector 

 
Companies in the retail and wholesale sector are Konzum, Konzum B&H, Tisak, 
Velpro centar, and Velpro B&H. The table below shows the cumulative revenue and 
EBITDA by month for the sector, with results of Croatian individual companies 
portrayed in detail in subsections which follow.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 *NOTE: All results are estimated.  
 
 
 
 

Cumulative revenue and EBITDA  
by month 2017 (HRK m)* 

Retail & Wholesale 

3,763

4,908

6,038

7,294

8,793

10,321

‐69
‐139

‐200 ‐234 ‐203 ‐193

‐250

1,250

2,750

4,250

5,750

7,250

8,750

10,250

11,750

Mar Apr May Jun July Aug

 Includes 5 companies summarized results: 

 Retail: Konzum Croatia, Konzum B&H, Tisak 

 Wholesale: Velpro centar and Velpro B&H
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2.1.1. Companies in the retail and wholesale sector:  Konzum d.d.  

 

2.1.1.1. Financial results YTD and KPIs 

 

Financial results* Jan – Aug (HRK m) 

Revenue 6,127
EBITDA -18
EBITDA % -0.3%

Key performance indicators Jan – Aug 2017 

Gross margin % 14.4%
DSO 15 days
DIO 31 days

*NOTE: All results are estimated.  
 

 2.1.1.2. Commentary on recent trading 

 Lower sales revenues for the eight month period to August 2017 are primarily 
a consequence of the termination of the Kozmo business.  

 Although Konzum realised positive EBITDA of HRK 8.8 million in August 2017, 
cumulative EBITDA for the eight month period to August 2017 remains 
modestly negative 

 Inventory levels for the eight month period to August 2017 decreased due to 
the inventory stock-outs, resulting in DIO decreasing. Stock-outs are lower 
than prior months in 2017 although still present an on-going challenge 

 The DSO decrease in August 2017 reflects better collection of receivables 
from both internal and external buyers compared to July 2017 

 

 

 

 

 

 

 



 

11 

 

2.1.2. Companies in the retail and wholesale sector: Tisak d.d.  
 

2.1.2.1. Financial results YTD and KPIs 
 

Financial results* Jan – Aug (HRK m) 

Revenue 1,385
EBITDA -23
EBITDA % -1.7%
Key performance indicators Jan – Aug 2017 
Gross margin % 21.1%
DSO 23 days
DIO 25 days

*NOTE: All results are estimated.  
 

2.1.2.2. Commentary on recent trading 
 

 In August 2017, Tisak's retail performance was driven by the smaller retail 
network due to following the closure of a number of unprofitable points of sale. 
Tisak's wholesale performance worsened slightly due to reduced sales of 
telecom vouchers. Since this business runs with a modest margin there was 
no significant reduction of the wholesale gross margin 

 The reduction in the cost of goods sold in the eight months to August 2017 
outweighs the decrease in revenues for the same period, subsequently 
improving Tisak's overall gross margin. This is driven by higher drinks and ice 
cream margins, and the wholesale business being a smaller proportion of the 
total 

 The decrease in DSO for the eight month period to August 2017 reflects the 
improved collection of receivables  
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2.1.3. Companies in the retail and wholesale sector: Velpro - Centar 
d.o.o.  

 
2.1.3.1. Financial results YTD and KPIs 

 

Financial results* Jan – Aug (HRK m) 

Revenue 1,236
EBITDA -65
EBITDA % -5.3%
Key performance indicators Jan – Aug 2017
Gross margin % 5.2%
DSO 74 days
DIO 21 days

  *NOTE: All results are estimated.  
 

2.1.3.2. Commentary on recent trading 
 

 Velpro's sales revenues for the eight months to August 2017 were affected by 
the cancellation of the compensation policy as well as negative perception of 
some customers regarding the situation within the Group 

 With a view to optimising operations, Velpro has terminated business with 
unprofitable customers which has had a positive impact on its August gross 
margin 

 The reduced turnover resulted in a lower level of supplier rebates, which has 
negative impacted EBITDA for the eight months to August 2017  

 Compared to July 2017 figures, DSO for August is lower due to more efficient 
collection of receivables 
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2.2. Companies in the food sector 

 
Companies in the food sector are Jamnica, Sarajevski kiseljak, Roto dinamic, Ledo, 
Frikom, Ledo Čitluk, Zvijezda, Dijamant, and PIK Vrbovec. The table below shows 
cumulative revenue and EBITDA by month for the sector, with results of Croatian 
individual companies portrayed in detail in subsections which follow. 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  *NOTE: All results are estimated.  
 

 
 
  

Cumulative revenue and EBITDA  
by month 2017 (HRK m)* 
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2.2.1. Companies in the food sector: Jamnica d.d.  

 
2.2.1.1. Financial results YTD and KPIs 

 

 

*NOTE: All results are estimated.  
**Revenue is calculated as sales revenue of goods and services (domestic and foreign) 

          *** Gross margin is calculated based on revenue less cost of material & cost of goods sold +/- 
  change in inventory 
 
 

2.2.1.2. Commentary on recent trading 
 Jamnica d.d.'s sales revenue decline of 3.0% is a result of lower distribution of 

wines, discontinuation of  Red Bull distribution and Juicy Fruits export versus 
2016, as well as a one-time effect on sale of the production line to Kiseljak that 
increased other revenue in 2016. Comparing like-for-like, revenues increased 
by 6.2% against 2016.   

 Jamnica's EBITDA has increased due to better sales results, production cost 
optimisation, cost of goods sold reduction and gross margin improvement, as 
well as comprehensive restructuring process initiated in 2016 

 Lower inventory levels, compared to July 2017, are a consequence of the 
termination of the distribution of part of the wine assortment for Konzum, and 
Red Bull for Croatia 

 Compared to previous months DSO increased in August due to higher sales 

 

   

Financial results* Jan – Aug 2017 (HRK m) 

Revenue** 1,053 
EBITDA 258 
EBITDA % 24.5% 

Key performance indicators Jan – Aug 2017 

Gross margin %*** 56.2% 
DSO 118 days 
DIO 54 days 
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2.2.2. Companies in the food sector: Roto dinamic d.o.o. 

 
2.2.2.1. Financial results YTD and KPIs 

 

Financial results* Jan – Aug 2017 (HRK m) 

Revenue 739 
EBITDA 51 
EBITDA % 6.9% 

Key performance indicators Jan – Aug 2017 

Gross margin % 19.7% 
DSO 56 days 
DIO 41 days 

  *NOTE: All results are estimated.  
 

2.2.2.2. Commentary on recent trading 

 Revenues continue to have a positive trend through August reaching 
HRK 739m in the eight months to August 2017 

 Roto’s EBITDA margin has increased from 6.1% in July 2017 to 6.9% in 
August, and the company is focussed on further profit improving measures 

 Collection of receivables improved throughout August as Roto focused on 
working capital optimisation 
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2.2.3. Companies in the food sector: Ledo d.d.  

 
2.2.3.1. Financial results YTD and KPIs 

 

Financial results* Jan – Aug 2017 (HRK m) 

Revenue 821 
EBITDA 199 
EBITDA % 24.3% 

Key performance indicators Jan – Aug 2017 

Gross margin % 45.0% 
DSO 87 days 
DIO 72 days 

*NOTE: All results are estimated.  
 

2.2.3.2. Commentary on recent trading 

 Ledo’s August revenues are affected by the loss of certain Horeca customers, 
due to the liquidity issues in the first half of 2017 

 During August, Ledo continued to implement cost reduction measures 
(marketing, representation, FTE) and improve its logistics processes 

 DIO improved compared to July as a result of an optimised relationship 
between procurement, production and sales needs 
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2.2.4. Companies in the food sector: Zvijezda d.d.  

  
2.2.4.1. Financial results YTD and KPIs 

 

Financial results* Jan - Aug 2017 (HRK m) 

Revenue 433 
EBITDA 40 
EBITDA % 9.2% 

Key performance indicators Jan - Aug 2017 

Gross margin % 27.5% 
DSO 100 days 
DIO 45 days 

  *NOTE: All results are estimated.  
 

2.2.4.2. Commentary on recent trading 

 Zvijezda maintained stable sales of its most important products in August 
through all sales channels including retail, Horeca and B2B 

 Business relationships were established with new customers in domestic and 
foreign markets 

 In the past few months Zvijezda has focused on its most profitable products, 
which, combined with improved operational efficiency, had a positive impact 
on EBITDA in August 2017 

 The financial stability provided by the new lending facility has enabled the 
regular deliveries of goods from suppliers which has resulted in increased 
production of finished goods in August 2017   
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2.2.5. Companies in the food sector: PIK Vrbovec d.d.  

 
2.2.5.1. Financial results YTD and KPIs 

Financial results* Jan – Aug 2017 (HRK m) 

Revenue 1,192 
EBITDA 75 
EBITDA % 6.3% 

Key performance indicators Jan – Aug 2017 

Gross margin % 24.6% 
DSO 129 days 
DIO 35 days 

*NOTE: All results are estimated.  
 

2.2.5.2. Commentary on recent trading 

 Sales revenue in August 2017 continues to be negatively influenced by the 
lack of raw materials,  and consequently lower production levels in March and 
April 2017 

 Unfavorable movements in raw material prices have also caused a slight 
decrease in gross margin compared to July 2017 

 PIK Vrbovec did however achieve significant cost reductions (including 
personnel expenses, marketing, representation costs and other expenses) 
which has resulted in a steady improvement in EBITDA through June, July 
and August 2017 

 The main reason for the decrease in inventory levels is the lack of inventory 
build up in March and April and currently, although production is at maximum 
capacity, all finished goods are sold immediately  
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2.3. Companies in the agriculture sector 

 
Companies in the agriculture sector are Belje, PIK Vinkovci, Vupik and Agrokor 
Trgovina. The table below shows the cumulative revenue and EBITDA for the sector, 
with results of individual companies portrayed in detail in subsections which follow.  
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  *NOTE: All results are estimated.  
  

Cumulative revenue and EBITDA  
for 2017 (HRK m)* 
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2.3.1. Companies in the agriculture sector: Belje d.d.  

 
2.3.1.1. Financial results YTD and KPIs 

Financial results* Jan – Aug 2017 (HRK m) 

Revenue 828 
EBITDA 128 
EBITDA % 15.5% 

Key performance indicators Jan – Aug 2017 

Gross margin % 32.6% 
DSO 90 days 
DIO 206 days 

*NOTE: All results are estimated.  
 

2.3.1.2. Commentary on recent trading 

 The increase in sales revenue in August 2017 is mostly driven by high yields 
of agricultural crops (wheat, oilseed rape, sunflower) and tomatoes. 
Feedstock, however, still remains a challenge, due to issues with raw 
materials in the first quarter of 2017 and cancellation of orders by third-party 
customers 

 High yields of agricultural crops sold in August 2017 combined with cost 
savings, low materials costs and excellent natural indicators in cattle 
production resulted in an EBITDA margin of 15.5%  

 Inventory levels in August 2017 are roughly the same as July 2017 
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2.3.2. Companies in the agriculture sector: PIK Vinkovci d.d.  

 
2.3.2.1. Financial results YTD and KPIs 

 

Financial results* Jan – Aug 2017 (HRK m) 

Revenue 214 
EBITDA 17 
EBITDA % 8.1% 

Key performance indicators Jan – Aug 2017 

Gross margin % 35.8% 
DSO 74 days 
DIO 399 days 

*NOTE: All results are estimated.  
 

2.3.2.2. Commentary on recent trading 

 August 2017 revenues were positively impacted by sales of PIK Vinkovci's 
produced wheat, barley and soy 

 The company maintained cost optimisation measures with a view to improving 
EBITDA 

 The reduction in receivables during August 2017 is a consequence of prompt 
payments from other Group companies 

 A lower level of inventories in August 2017, compared to previous months, is a 
consequence of the sale of inventories to generate cash for the purchase of 
goods from sub-contractors 
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2.3.3. Companies in the food sector: Vupik d.d.  

 
2.3.3.1. Financial results YTD and KPIs 

 

Financial results* Jan – Aug 2017 (HRK m) 

Revenue 197 
EBITDA 45 
EBITDA % 22.9% 

Key performance indicators Jan – Aug 2017 

Gross margin % 38.1% 
DSO 79 days 
DIO 264 days 

*NOTE: All results are estimated.  
 

2.3.3.2. Commentary on recent trading 

 Vupik’s sales revenues in August 2017 were impacted by a reduced amount of 
lending in the co-operation segment, and lower sales of wine due to a switch 
to consignment business with Konzum 

 EBITDA for August 2017 improved due to rationalisation and cost optimisation 
activities 

 The higher gross margin in both July and August 2017 is the result of the 
harvest and sale of new agricultural and vegetable crops, as well as increased 
revenues from services at the reloading port.  
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2.3.4. Companies in the food sector: Agrokor trgovina d.o.o.  

 
2.3.4.1. Financial results YTD and KPIs 

 

Financial results* August 2017 (HRK m) 

Revenue 570
EBITDA 16
EBITDA % 2.8%

Key performance indicators August 2017 

Gross margin % 6.8%
DSO 48 days
DIO 4 days

*NOTE: All results are estimated.  
 

2.3.4.2. Commentary on recent trading 

 In August 2017 the majority of revenues came from rapeseed, wheat, soybean 
meal and the fertiliser business. Export volumes came predominantly from 
rapeseed, wheat and soybean meal. A reduced wheat crop in Croatia together 
with current uncompetitive market prices are the main drivers of lower volume 
in general at this time of the year 

 Collection of receivables from some buyers remains a challenge, particularly 
where those companies cooperate with other Group companies and have 
pre-petition debt claims owed to them by these sister-companies; however, 
improvements have been made 

 In August 2017, Agrokor Trgovina signed agreements with several key 
suppliers to return to pre-petition trading terms  
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3. Results of the audit of financial statements of Agrokor d.d., of 
consolidated financial statements of the Agrokor Group and of 
the individual companies for the year ending 
31 December 2016 

 
In May 2017 Price Waterhouse Coopers d.o.o. (PWC) was appointed as legal auditor 
of the Group’s Croatia-based companies. Audited financial statements of the Group’s 
operating companies for the year ending 31 December 2016 were presented by the 
Extraordinary Trustee in the press conference held on 5 October 2017. The audit of 
the financial statements of Agrokor d.d. and the consolidated financial Group 
statements were presented at a press conference held on 9 October 2017.  

The audit performed by PWC included 27 companies legally subject to auditing in the 
Republic of Croatia, three companies in Serbia and three companies in Bosnia and 
Herzegovina. The scope of the Group audit has been covered either by PWC Croatia 
itself or under the supervision of PwC Croatia, and encompasses 99% of the Group’s 
revenues and 98% of the Group’s profits for the year ended as at 
31 December 2016. 

Due to the protection provided to the companies by the Act on Extraordinary 
Administration whilst restructuring and continuing the businesses, the audit reports 
were prepared on a going concern basis. If the reports had been prepared on a 
liquidation basis, the loss of value would have been significantly higher. Some of the 
statements contain significant corrections both to the statements for the year ending 
31 December 2015 as published previously, and those for the year ending 
31 December 2016, where the companies had previously published results for the 
first three quarters of 2016.  

3.1. Summary of audited financial statements of Agrokor d.d. and of the 
consolidated financial statements of the Group for 2016   

 
On 9 October 2017 audited financial reports for Agrokor d.d. and Group consolidated 
financial reports for 2016 were published. The audit results contain significant 
adjustments to Agrokor's statements from previous periods, including a total equity 
decrease (impairment) of the Group for the period from 31 December 2014 to 
31 December 2016, which amounted to HRK 21.7 billion. The loss in 2016 amounts 
to HRK 11.2 billion and the loss in 2015 after all restatements have been made 
amounts to HRK 3.6 billion, against profits of HRK 1.2 billion as stated by the 
previous Management Board for the year 2015. 

In producing and auditing the financial statements of the Group for the year ending 
31 December 2016, the following key accounting irregularities were found: 
undisclosed liabilities in the amount of HRK 3.9 billion, undisclosed operating and 
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financial expenses for the period from 2010 to 2015 in the amount of HRK 2.2 billion 
and inappropriate classification of HRK 2.1 billion of cash and cash equivalents. The 
audit has also shown inadequate usage of the so-called equity method at 
Agrokor d.d. in the period from 2006 to 2011, resulting in a equity value adjustment in 
the sum of HRK 3.5 billion, i.e. overstated revenues in previous periods. 

3.1.1. Consolidated results for the Group 
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3.1.2. Overview of Agrokor audited results (consolidated and 
unconsolidated) 
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3.1.3. Key audit findings (consolidated) 
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The aforementioned transactions (a-c) are present in accounting records but were 
not disclosed in the financial statements. 

During the audit of financial statements for 2016, the abovementioned irregularities 
led to: 

 Increase in liabilities in the amount of HRK 3.9 billion; 
 Increase in operational and financial expenses of HRK 2.3 billion; 
 Decrease in the amount of cash and cash equivalents in the amount of 

HRK 2.1 billion; and 

Undisclosed loans granted and receivables in the amount of HRK 2.0 billion. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Expenses outlined above were not disclosed in the financial statements in 
previous periods, 

 Ivica Todorić entered into an agreement with Agrokor d.d. that regulated 
the expenses connected with the IPO of the Group or part of the Group. 
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 IPO expenses are related to advisors and other expenses related to this 
transaction.  

 The agreement stipulated that Ivica Todorić would reimburse these 
expenses in case the IPO materialises, otherwise these expenses would 
be borne by Agrokor. 

 The termination of the aforementioned agreement which was valid from 
14 December 2016 to 30 December 2018, between Ivica Todorić and 
Agrokor d.d., stated that “based on the analysis of all the relevant and 
available information and facts, the IPO has not and shall not materialise 
(…) both parties terminate the agreement on 14 December 2016”. 

 This termination agreement confirms that Agrokor d.d. and Ivica Todorić 
agreed on 14 December 2016 that the IPO has not, and shall not, occur 
and that all the expenses that have not been disclosed nor recorded from 
2010 until 2015, have become expenses of 2016. 

 In the audit process it has been identified that only part of these expenses 
are related to the IPO. 
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3.2. Summary 

 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Retail 

The Retail division generated a net loss in the amount of HRK 2.2 billion in 2016, 
where Konzum accounted for HRK 1.9 billion of that. The total adverse effect on net 
profits for 2015 and 2016 amounted to HRK 2.5 billion.  

Agriculture 

In the Agriculture division the net loss generated in 2016 amounted to HRK 0.3 
billion. The total adverse effect on net profits for 2015 and 2016 amounted to 
HRK 0.2 billion. 

Food 

Food division generated an overall net loss of HRK 0.7 billion in 2016. The total 
adverse effect on net profits for 2015 and 2016 amounted to HRK 1.4 billion. 

The most significant negative effect on profits in 2016 came from contingency 
provisions/reserves of 50% on the mutual accounts receivable within the Group. The 
total negative effect on equity through the revision of 2015 numbers and the loss in 
2016 amounts are as follows: Retail HRK 10.5 billion, Agriculture HRK 1.7 billion and 
Food HRK 1.2 billion. 
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3.2.1. Konzum d.d. 

Konzum is the individual company with the greatest impact and highest number of 
revisions. Revised operating revenues in 2015 mostly relate to the re-classification of 
discontinued operations transferred to Velpro (HRK 3.1 million) in order to make the 
2016 data comparable, and netting of rebates provided by suppliers against the cost 
of goods sold (HRK 1.2 million). 

Operating expenses have additionally been revised in order to include unrecorded 
costs relating to the year 2015 at HRK 523 million and value adjustments of accounts 
receivable, loans provided and investments in subsidiary companies of HRK 493 
million. In 2016 Konzum generated a net loss of HRK 1.9 billion.  

In Konzum's revised 2015 balance sheet, as a result of reclassifications of operating 
leases to financial leases, there was an increase in non-current assets to 
HRK 1.9 million and long-term liabilities to HRK 2.3 million). Non-current assets were 
reduced due to costs which had been stated as investments in subsidiary companies, 
where there was no actual connection to investments in subsidiary companies at 
HRK 2.1 million, and value reductions of investments in subsidiary companies and 
financial instruments of HRK 1.5 million.  

Short-term liabilities have mainly been revised as a result of recognizing costs from 
previous periods which reduced the liabilities in previous years to HRK 2.2 million, 
and recognizing liabilities from recourse bills of exchange at HRK 293 million.  
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3.2.2. Tisak d.d. 

Tisak’s revised 2015 profit and loss account contains operating revenue revisions in 
relation to the netting of rebates received from suppliers against cost of goods sold in 
the amount of HRK 64 million, and the recognition of litigation contingencies in the 
amount of HRK 76 million.   

Tisak’s revised 2015 balance sheet contains current assets and short-term liabilities 
that were revised by appropriately recognizing receivables and liabilities arising from 
recourse bills of exchange. Long-term liabilities were mainly revised due to 
recognizing litigation contingencies for which the probability of loss arose in 2015. 
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3.2.3. Belje d.d. 

 
In the revised 2015 profit and loss account, operating revenues were corrected on 
the grounds of unrecorded credit notes relating to the year 2015 in the amount of 
HRK 14 million. The operating expense revision mostly related to corrections of 
where the values of inventories and current biological assets were overstated by 
HRK 21 million, and unrecorded expenses arising from the reversal of book entries 
relating to plots of land which had been returned to the Republic of Croatia of HRK 
11 million.   

In the revised 2015 balance sheet, non-current assets were revised pursuant to a 
reduction in the value of building facilities which are not being used and 
overestimated values for assets in preparation of HRK 38 million as well as lost land 
property of HRK 13 million. The value of inventories and short-term biological assets 
as at the balance sheet dates was corrected by bringing it down to the net market / 
fair value at HRK 454 million. Previously unrecorded receivables and liabilities arising 
from recourse rights bills of exchange have been revised to HRK 123 million. 
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3.2.4. PIK Vinkovci d.d. 

 
PIK's 2015 profit and loss account contains operating expense revisions in the 
amount of HRK 67 million that were mostly caused by corrections related to 
overestimated values of inventories and current biological assets (bringing them 
down to net market / fair value). The 2016 profit and loss account includes an 
increase in operating expenses compared to the previous year which mainly results 
from the value adjustments of loans and receivables from Group companies of 
HRK 188 million and the goodwill value reduction of HRK 39 million. 

In the 2015. Balance Sheet non-current assets were corrected by reducing the value 
of building facilities which were not in use (HRK 16m) and overestimated investments 
in subsidiary companies (HRK 27m). The value of inventories and current biological 
assets as at the dates of the balance sheet were corrected by bringing them down to 
the net market / fair value (HRK 322 m).  Short-term liabilities were increased by 
previously unrecorded liabilities arising from recourse rights (HRK 6.6m), calculated 
annual vacation (HRK 1.3m) and other liabilities which occurred in 2015 (HRK 6m). 
In the 2016 Balance Sheet receivables from agricultural grants were reduced by HRK 
25m. 
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3.2.5. Vupik d.d. 

 
Vupik’s 2015 profit and loss account includes the revision of operating expenses in 
the amount of HRK 18 million that were mainly caused by the correction of 
overestimated values of inventories and current biological assets (bringing them 
down to net market / fair value). Its 2016 the profit and loss account contains a 
reduction in the value of revalued land property pursuant to the revaluation as at 
31 December 2015 of HRK 43 million. 

In Vupik’s 2015 balance sheet, non-current assets were revised based on reducing 
the value of overestimated land property to HRK 104 million, and building facilities 
not in use of HRK 11 million. The value of inventories and current biological assets 
as at the balance sheet dates was corrected by bringing it down to the net market / 
fair value of HRK 217 million. Previously unrecorded receivables and liabilities arising 
from recourse rights were revised to HRK 4 million. 
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3.2.6. Ledo d.d. 

 
Ledo’s 2015 profit and loss account included the revision (reduction) of operating 
revenues relating to a correction in the treatment of merchandizing costs directly 
connected to customer agreements in the amount of HRK 96 million. Apart from the 
aforementioned correction, operating expenses were revised in terms of reducing 
inventory values by HRK 4 million. The 2016 profit and loss account showed a 
significant growth in operating expenses mostly relating to the value of reduction of 
loans and receivables from Group companies in the amount of HRK 551 million.  

In the 2015 balance sheet non-current assets were corrected through an increased 
amortization charge of HRK 3 million. The revision of current assets mostly related to 
the slow moving inventories of HRK 59 million and the reclassification of receivables 
in the amount of HRK 20 million. Previously unrecorded receivables and liabilities 
arising from recourse rights were also revised at HRK 32 million. With the exception 
of contingency provisions / reserves for receivables from Group companies, other 
corrections have no material adverse effect on the financial position of Ledo in the 
2016 balance sheet. 
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3.2.7. Jamnica d.d. 

 
The revision of the profit and loss account positions related to subsequent rebates, 
discounts and merchandising costs which in previous periods were stated as costs 
instead of reducing sales revenues. Regarding the balance sheet, in previous periods 
the Group did not report receivables and payables arising from bills of exchange 
bearing recourse rights. The aforementioned alignment resulted in an increase in 
accounts receivable and payable as at both 1 January 2015 and 31 December 2015 
in the same amount. Except for the contingency provisions / reserves for receivables 
from Group companies, the other corrections had no material adverse effect on the 
financial position of the company.   
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3.2.8. Zvijezda d.d. 

 
In previous periods subsequent rebates, discounts and merchandising were stated 
as costs instead of sales revenue reductions and thus the Group’s management 
board adjusted the revenues and expenses in the overall profit report for the year 
ended 31 December 2015, included in the profit and loss account.  

In 2016 the Group’s management board prepared a detailed analysis of inventories 
and found that a proportion of the inventories in previous periods had been 
overestimated due to the inventory assessment (methodology) not being compliant 
with the requirements of IAS 2 Inventories. In previous periods the Group had not 
reported receivables and payables from bills of exchange bearing recourse rights. 
The aforementioned adjustment resulted in increased accounts receivable and 
payable as at 31 December 2015 in the same amount of HRK 227 million. 
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3.2.9. PIK Vrbovec d.d. 

 
The revised 2015 profit and loss account includes an increase in operating expenses 
as a result of revisions related to the valuation of inventories in 2015 and preceding 
years.  

The revised 2015 balance sheet contains increases in current assets and short-term 
liabilities relating to unrecognized liabilities and receivables arising from recourse bills 
of exchange in the amount of HRK 78 million. Current assets have, on the other 
hand, been reduced by HRK 85 million as they related to costs which did not meet 
the criteria required for inclusion in inventory valuations. 
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3.2.10. Conclusion 

 
The corrections, particularly in some companies, are significant but it is important to 
note that the majority of these adjustments are one-off in nature. The most significant 
impact on the result of the companies in 2016 comes from value adjustments relating 
to 50% of the mutual accounts receivable within the Group, which had built up over 
many years. 

The company reports were produced on a going-concern basis, clearly confirms that 
the companies are operationally viable going forward. In parallel to the financial 
restructuring, operational restructurings of the companies are under way with the 
greatest changes in this regard being expected at those companies which faced the 
most significant adjustments to their financial statements, such as Konzum. 

Despite the circumstances the companies have been able to run a successful 
summer season and further operating improvements are expected in the forthcoming 
period. The negative equity arising from the adjustments made will ultimately be 
addressed through the settlement plan which the Extraordinary Administration and its 
teams are working on. 
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4. Short-term cash position 
 

4.1. Cash management 

The business continues to actively manage its liquidity with cash flow forecasts being 
updated on a fortnightly basis, and weekly payment budgets being set and approved 
based on these forecasts. In the period since the new finance was raised in June 
2017 to mid-September 2017 net funds of HRK 983 million have been deployed in 
the businesses to assist with liquidity. 

As discussed in the previous monthly report, this cash has been used primarily for a 
combination of unwinding trade payables in relation to the period post 10 April 2017, 
and for restocking the businesses to allow them to prepare for the peak summer 
season.  

The table below provides a summary of the current and previous cash flow forecast:  

 

 

4.2. Supplier claims settlement 

It was communicated publicly in the week ending 28 July 2017 that there would be a 
tranche of €150m made available for settlement of pre-petition trade claims. This 
€150m tranche has been split into three pools: 

 Pool A (up to €30 million): Dedicated pool for ‘micro’ suppliers, defined as 
family farms (OPG), small entrepreneurs and micro-suppliers with annual 
revenue less than HRK 5.2 million, a maximum of HRK 2.6 million in assets 
and up to 10 employees  

Financial results* 
Current STCF 

(CW 39)
Prior week 

STCF (CW 37)
Minimum cash balancea) (13w) 648 586 

Maximum cash balancea) (13w) 952 1.080 

Minimum Liquidity covenant 296 296 

Undrawn facilityb) 962 962 

Available liquidity (incl. undrawn facility) 1.314 – 1.618 1.252 – 1.746 

CW39 Forecast 19 Core Subsidiaries 13 Week STCF vs prior week (HRK m) 
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 Pool B (€110 - €120 million): This pool is open to all suppliers (except the 
Pool A micro-suppliers). Suppliers must confirm they will return to historic 
and/or industry standard terms of supply in order to be eligible; and  

 Pool C (up to €10 million): Discretionary pool for settlement of pre-petition 
trade suppliers in accordance with identified business needs. 
 

4.2.1. Pool A update 

To date, over 2,500 micro companies, craft trades and small farmers have received 
100% settlement of their pre-petition debt. A final reconciliation of the Pool A 
payments has now been completed and on 29 September 2017 the Temporary 
Creditors Council approved a further €0.1 million for adjusted or additional payments 
bringing total Pool A utilization to €20.5 million. 

4.2.2. Pool B update 

4.2.2.1. Allocation of funds 

The funds in Pool B are to be allocated to suppliers based on their claims and 
ongoing support for the business, the overarching approach to allocation is split 
between the following two tranches:  

 Pro rata tranche (Tranche 1): €27.5m distributed on a pro rata basis to all Old 
Debt suppliers that have filed their claims in the Extraordinary Administration  

 Proportional tranche (Tranche 2): Up to €92.5m allocated on a proportional 
basis to suppliers holding Old Debt that have filed their claims in the 
Extraordinary Administration and have agreed to sign an agreement with the 
Agrokor Group company to return to historic supplier terms going forward 
 

4.2.2.2. Eligibility assessment process 

In order to determine the amounts to be allocated in Pool B, a two-step process is 
being applied:  

1) Each Group company determined important suppliers and offered the new 
supply contracts;  

2) Companies with signed contracts were eligible for allocation of €92.5m from 
Pool B. 
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4.2.2.3. Status update 

Tranche 1 of €27.5m (including €1.5m contingency for errors) has been allocated on 
a pro rata basis to all Old Debt suppliers that have filed their claims in the 
Extraordinary Administration. 

Tranche 2 of €52.8m has been allocated on a proportional basis to suppliers holding 
Old Debt that have filed their claims in the Extraordinary Administration and have 
agreed to sign an agreement with the Agrokor Group company to return to historic 
supplier terms going forward.  

 80% of Old debt will be paid after all requisite approvals have been 
received with payments commencing in the week commencing 25 
September 2017; and 

 20% will be paid on or before 31 March 2017;  

Once all approved amounts have been paid out under the €150m tranche, any 
residual funds will become available for operational use within the Group. 

4.3. Trade finance facility 

Expressions of interest were completed on 25 August 2017 for participation in the 
€50m trade finance facility with 305 indicative applications being received. After a 
filtering process for the applications the amount applied for exceeds the value of the 
available facility. Allocation of the €50m pool is currently ongoing with a focus on 
eligible suppliers that have a high goods or services turnover.  
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5. Business reviews 

The viability plans for the individual businesses and divisions as well as the 
aggregated Group viability plan are now close to being finalised. As a result of the 
finalization of the 2016 Group audited accounts, and in line with the requirements of 
the SPFA facility agreement, a summary will be made available by the end of 
October 2017. 
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6. Litigation  
 

This reporting period saw some developments in the various litigation and 
enforcement proceedings formally issued against the Group, which were reported on 
in detail in the litigation update published on 15 September 2017. 

In Croatia, the High Commercial Court rejected the appeal of Sberbank of Russia 
and confirmed the decision of the Commercial Court in Zagreb which dismissed the 
temporary injunction proceedings issued by Sberbank of Russia seeking to prevent 
Agrokor d.d. from entering into the super senior facility agreement. During 
September, the Commercial Court in Zagreb also dismissed the following three 
petitions of Sberbank of Russia as inadmissible: 

1. The petition to declare the provisions of the Super Priority Term Facilities 
Agreement which allow roll-up financing of old debt and bond redemption, as 
well as all other restrictive provisions of that Agreement, null and void; 

2. The petition to declare null and void the transaction in which Agrokor d.d. 
redeemed bonds at their nominal value; and 

3. The petition to have the Commercial Court in Zagreb submit a request to the 
Constitutional court to examine the constitutionality of Articles 40 and 41 of the 
Act on Extraordinary Administration Proceedings in Companies of Systematic 
Importance for the Republic of Croatia. 

In Serbia, the Commercial Court in Belgrade upheld the objections of Jamnica d.d. 
against the enforcement proceedings brought by each of the Croatian and Slovenian 
Sberbank companies in respect of the shares held by Jamnica d.d. in MG Mivela 
d.o.o. The Extraordinary Administration understands from publicly available 
information that both entities have filed appeals in the Appellate Commercial Court in 
Belgrade against these decisions. Also during the period, the Commercial Court in 
Zrenjanin accepted the Group’s objections in the enforcement proceedings initiated 
by each of Banca Intesa, Sberbank d.d. Zagreb and Sberbank d.d. Ljubljana. These 
enforcement proceedings sought the sale of the shares held by Agrokor d.d. in 
Dijamant a.d. Zrenjanin, KRON d.o.o. Beograd, M-Profil SPV d.o.o. Beograd and 
Nova Sloga d.o.o. Trstenik. 

The Extraordinary Administration has also filed appeals against the temporary 
injunctions granted in favour of Sberbank Rusija in respect of its shareholdings in 
Kron d,o.o., M-Profil SPV d.o.o. and Nova Sloga d.o.o. In addition, the Extraordinary 
Administration filed an appeal against the decision of the first instance court to reject 
the application for recognition of the Extraordinary Administration proceedings. 

In Slovenia, the District Court in Ljubljana has directed the Extraordinary 
Administration to respond to the submissions filed by Sberbank of Russia in the 
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recognition proceedings. Further submissions were also filed by the Republic of 
Slovenia in the recognition proceedings, which the Extraordinary Administration is 
reviewing with legal advisers and considering next steps. The existing proceedings in 
Slovenia remained suspended by operation of law pursuant to the recognition order 
granted on 14 July 2017. 

In Bosnia, the hearing which was scheduled for 5 October 2017 in the injunction 
procedure on the motion of Sberbank Russia was postponed until the Court 
determines its competency to hear the matter. No further documents have been 
served during the reporting period in Bosnia and Herzegovina. 

In Montenegro, the Extraordinary Administration became aware that Sberbank of 
Russia has filed an objection in the recognition proceedings, following an order for 
insight into the case file granted by the Montenegrin Commercial Court. The 
Extraordinary Administration has filed a reply to this objection and the decision of the 
court is awaited. Further, the enforcement officer responsible for the proceedings 
brought by Hipotekarna Banka Ad Podogorica against Ledo d.o.o. in Montenegro has 
scheduled a public auction of the property of Ledo d.o.o. for 16 October 2017. The 
Extraordinary Administration is considering the appropriate action with his legal 
advisers. 
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7. Temporary Creditors Council 
 
The Temporary Creditors Council convened twice in the period from 11 September to 
10 October (7th and 8th sessions). 

The Temporary Creditors Council held its 7th meeting on 29 September 2017. All 
members attended the meeting.      

By majority vote, the following items were approved: 

1. Payment of pre-petition claims due and payable to family farms (OPG), small 
entrepreneurs and micro-suppliers (as defined in the last monthly report), being 
additional approvals to payments already approved on 26 July 2017 and 
31 August 2017. 

2. Payment of pre-petition claims due and payable to other suppliers, being 
amended and restated approval to approval of 31 August 2017.  

The Temporary Creditors Council also held its 8th meeting on 9 October 2017. The 
meeting was attended by all members. 
 
The key item discussed was the audit results for the period to 31 December 2016 for 
both individual companies and the Group which were published on 9 October 2017, 
as detailed further in section 3 of this report. 
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7. Registration of claims 
 
During September, the teams in charge of processing of registered claims continued 
with the validation of each claim, examination of documentation delivered by 
creditors in order to support their claim, comparing with the relevant company 
information, as well as clarifying the position of any existing guarantees and co-debt 
arrangements within the Group, in order to accept or dispute individual claims. In 
September, deadlines for registering claims lapsed for three companies in the Group 
that were included in the Extraordinary Administration process in July 2017; 
therefore, the timeframe prescribed by law for registering claims against all 
companies within the Group captured by the Extraordinary Administration is 
complete. 

A total of 12,610 claims were received from 5,904 creditors by the end of September, 
of which 215 were received after the prescribed timeframe for registering claims. 

Details of all creditors and registered claims by company will be delivered to the 
Commercial Court in the next reporting period, in advance of the deadline prescribed 
by law to submit the same (being 60 days after the deadline to register claims has 
lapsed, and the last addendum extending the Extraordinary Administration 
Procedure, which denote a deadline of 20 November 2017).  
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8. Stakeholder relations and communications  
 
During the present reporting period regular, direct and formal communication with all 
key stakeholders was maintained through a number of different channels 
encompassing creditors, suppliers, trade unions, employees and management, as 
well as representatives of the government and relevant institutions in countries where 
the Group operates. 

At the same time, internal communication is still primarily focused on developments 
in retail, settlement of certain supplier debts, and the Group’s operational 
restructuring.  

The Extraordinary Administration has been dedicated to maintaining communication 
with all groups of creditors. During this particular reporting period, there were direct 
meetings with the creditors as well as two meetings of the Temporary Creditors 
Council, held on 29 September and 9 October 2017, as detailed in section 7 of this 
report.  

Furthermore, direct communication with the media also continued during the 
reporting period. The Extraordinary Administration engaged in approximately 
80 media-related activities in all the countries in the region where the Group 
operates; these activities included press releases, press conferences, media 
briefings and statements for the press, and approximately 70 responses to various 
media queries.  

The key topics that dominated the media space during the reporting period included 
the publication of the audited consolidated financial reports for 2016 for the Group 
and individual companies, developments regarding the ongoing legal proceedings 
and relevant court rulings in countries where the Group operates; conclusion of the 
agreement between Agrokor d.d. and affiliates on the one side and Madison Pacific 
Trust Limited on the other, by which a right of pledge was established on certain 
trademarks in line with the refinancing agreement dated 8 June 2017. 

With regard to the regional media, the key topics included plans for Bosnia and 
Herzegovina’s market, stabilization of the operations and settlement of the debts to 
suppliers, recapitalization of Konzum d.o.o. Sarajevo by Ledo Čitluk and Sarajevski 
Kiseljak, the Group’s loan to Konzum in the amount of EUR 15 million, and the return 
of Mercator to the market of Bosnia and Herzegovina. 

In Serbia, the key topics included the changes in the management at Mercator-S and 
Frikom, where new general managers have been appointed.  
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On 13 September  2017, the Extraordinary Trustee joined the representatives of 
Group’s companies operating in Bosnia and Herzegovina and met with the 
representatives of the country’s relevant state institutions in Sarajevo. The meeting 
was attended by Mirko Šarović, Bosnia and Herzegovina’s Minister of Foreign Trade 
and Economic Relations, Predrag Gluhaković, Republika Srpska’s Minister of Trade 
and Tourism, and Zlatan Vujanović, Minister of Trade of the Federation of Bosnia and 
Herzegovina. At the meeting, the solutions to and plans for the Group’s operational 
restructuring were presented in detail to the representatives of the relevant state 
bodies in Bosnia and Herzegovina.  
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