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Virovitica, July 27, 2008  

BUSINESS REPORT 

FOR THE PERIOD JANUARY 1 - JUNE 30, 2008

* * * * *

Financial and business plan for the year 2008 realized
* * * * *

Sugar beet sowing for production year 2008 finished
* * * * *

Processing raw sugar from sugar beet
* * * * *

Total revenues amounting to 376.9 million kuna and net profit amounting to 12.6 million kuna realized

Production and financial plan and its realization:

Production and financial business plan for the year 2008 schedules contracting production on sugar beet at 9,000 hectares, which would mean that 450,000 tons of sugar beet would be processed from which more than 61,000 tons of consume sugar would be produced, 16,000 tons of molasses and 20,000 tons of dry beet noodles.

We can mention that the plan of contracting sowing areas has been almost completely realized, i.e. 8,800 hectares were sown, which represents a guarantee of realization of good production and financial business results in the year 2008.

We base our expectations of successful operations on the fact that for several years we have generally been fulfilling our obligations versus producers of sugar beet considerably prior to contracted deadlines, and we also significantly assist the producers financially by advancing a large part of production costs through delivery of basic raw materials, equipment and services in the following amounts:


- Mineral fertilizers



18,000,000.00 kuna


- Protection facilities



10,000,000.00 kuna


- Seeds




12,000,000.00 kuna


- Equipment and services


  6,000,000.00 kuna

- TOTAL:




46,000,000.00 kuna

Besides the described processing of sugar beet, during 2008 refined sugar will be produced from other alternative raw materials, and processing of 75,000 tons of raw sugar from sugar beet is expected, from which almost 70,000 tons of consume sugar will be produced, so this year, together with sugar from processing of sugar beet, a total production of over 130,000 tons of sugar is expected.

Investments:

The investments plan in the factory is still based on increase of daily sugar production from current 750 tons to planned 1,000 tons of sugar, in accordance to which last year the complete production equipment of the Slovenian sugar factory in Ormož, which permanently shut down production, was bought for 4.5 million euro.

Total material investments which will be made this year would reach the amount of approximately 70 million kuna, and besides the annual repair of production equipment they refer to the following items:

· installment of sugar factory Ormož equipment

· construction of new storage for packed sugar – approximately 6,000 m2

· construction of asphalt depots for reception of sugar beet in B. P. Selo (Baranja) and Vrpolje

· procurement of one sugar beet filter

· procurement of 6 trailers for dissemination of saturation mud (carbo-calc)

Realization of final products:

Realization of sugar, molasses and dry beet noodles increased in relation to the same period last year, which is primarily the result of increased quantity of provisional supplies in relation to the previous year.

REALIZATION OF FINAL PRODUCTS













in kg
	Nr.
	TYPE
	PERIOD
	INDEX

	
	
	I-VI 2007
	I-VI 2008
	

	1
	2
	3
	4
	5 (4/3)

	1.
	SUGAR
	49,065,471
	54,347,015
	111

	2.
	MOLASSES
	5,571,110
	9,472,640
	170

	3.
	DRY BEET NOODLES
	2,989,410
	12,589,500
	421


REALIZATION OF SUGAR BY MARKETS













in kg

	Nr.
	PACKAGING TYPE
	PERIOD
	INDEX

	
	
	I-VI 2007
	I-VI 2008
	

	1
	2
	3
	4
	5 (4/3)

	1.
	CROATIA
	30,186,251
	32,786,175
	109

	2.
	GERMANY
	15,671,220
	13,636,180
	87

	3.
	ITALY
	1,344,000
	-
	-

	4.
	SLOVENIA
	976,000
	-
	-

	5.
	GREAT BRITAIN
	672,000
	7,492,660
	1,115

	6.
	HUNGARY
	192,000
	432,000
	225

	7.
	BIH
	24,000
	-
	-

	
	TOTAL:
	49,065,471
	54,347,015
	111


Financial result:

Registered net profit of the considered period amounting to 12.6 million kuna decreased by 76.42% in relation to the same period last year. Main reasons are lower processing of raw sugar, unlike in the same period last year and partial realization of end products by selling commercial goods, which have considerably lower margins than own products.

Registered total revenues amounting to 376.9 million kuna is higher by 17.32% in comparison to the same period last year. Share of revenues deriving from sales abroad (export) decreased from 33.67% to 23.05%, while the share of revenues deriving from sales in the country increased from 62.08% to 71.56%.

PROFIT AND LOSS ACCOUNT

FOR THE PERIOD JAN 1 – JUN 30, 2008








amounts in thousands of kuna
	REVENUES
	 
	 
	 
	JAN 1 – JUN 30, 2007

	JAN 1 – JUN 30, 2008


	A) Revenues 
	312,042
	360,876

	 
	Revenues from sales in the country
	201,776
	269,748

	 
	Revenues from sales abroad
	108,170
	86,865

	 
	Other revenues  
	2,096
	4,263

	B) Financial revenues
	5,125
	10,343

	 
	Positive exchange rate differences
	1,735
	2,057

	 
	Interests and other financial revenues
	3,390
	8,286

	C) Extraordinary revenues
	4,117
	5,713

	TOTAL REVENUES 
	321,284
	376,932

	COSTS
	
	 
	 
	 
	

	D) Changes in reserves of fin. prod. & unfin. prod.
	- 8,120
	24,077

	E) Costs
	269,274
	328,316

	 
	Material expenses and costs of sold goods
	237,049
	296,183

	 
	Personnel costs
	20,085
	18,128

	 
	Depreciation
	7,528
	9,143

	 
	Value harmonization and reservations
	
	

	 
	Other costs from core activities
	4,612
	4,862

	F) Financial costs
	3,960
	10,705

	 
	Negative exchange rate differences
	785
	3,662

	 
	Interests and other financial costs
	3,175
	7,043

	G) Extraordinary costs
	2,655
	1,215

	TOTAL COSTS  
	267,769
	364,313

	PROFIT OR LOSS
	 
	

	 
	Profit or loss before taxes
	53,515
	12,619

	 
	Income tax
	
	

	Profit or loss after taxes 
	53,515
	12,619

	Minor interests
	
	

	Net profit or loss of the group
	53,515
	12,619


Registered total revenues in the amount of 364.31 million kuna are higher by 34.93% in relation to the same period last year, and the main reason for the increase is the decrease of reserves of final products at the end of the considered period in the amount of 24.08 million kuna. 

Material costs and cost of sold good amount to 296.18 million kuna and are higher by 24.95% in relation to the same period last year, primarily due to increased purchase ad realization of commercial goods. 

Personnel costs decreased by 9.74% because of unpaid stimulations for realization of good production and financial results in the last year. 
Depreciation costs amount to 9.14 million kuna and increased by 21.45% in comparison to the same period last year, and the increase was caused by amortization of newly purchased equipment.

Lower we are listing some of the most significant business indicators in the considered period:










(amounts in thousands of kuna)
	INDICATOR
	PERIOD
	INDEX

	
	I-VI 2007
	I-VI 2008
	

	1
	2
	3
	4 (3/2)

	TOTAL REVENUES
	321,284
	376,932
	117

	OPERATING PROFIT
	312,042
	360,876
	116

	EBITDA
	58,416
	17,625
	30

	EBIT
	50,888
	8,482
	17

	PROFIT BEFORE TAXES
	53,515
	12,619
	24

	INCOME TAX
	-
	-
	-

	NET PROFIT
	53,515
	12,619
	24

	EBITDA MARGIN
	18.72
	4.88
	26

	GROSS PROFIT MARGIN (operative margin)
	16.31
	2.35
	14

	NET PROFIT MARGIN
	16.66
	3.35
	20

	RETURN ON ASSETS (ROA)
	7.87
	1.43
	18

	RETURN ON EQUITY (ROE)
	11.38
	2.67
	23


BALANCE SHEET ON JUNE 30, 2008

	 

 
 
	(amount in thousands of kuna)

	
	JUNE 30, 2007
	JUNE 30, 2008

	ASSETS
	 
	 

	A) Claims for signed up, but not paid capital
	 
	 

	B) Long-term assets 
	184,805
	220,473

	 
	Non-material assets
	672
	1,281

	 
	Material assets
	181,399
	216,671

	 
	Financial assets
	494
	498

	 
	Claims
	2,240
	2,023

	C) Short-term assets
	755,909
	709,696

	 
	Reserves
	324,937
	381,271

	 
	Claims from buyers
	179,962
	136,041

	 
	Other claims
	32,319
	7,962

	 
	Financial assets
	167,331
	178,131

	 
	Liquid assets
	51,360
	6,291

	D) Paid costs of future period, claims not due
	62
	1,358

	E) Loss above capital
	
	

	TOTAL ASSETS 
	940,776
	931,527

	LIABILITIES
	
	

	A) Capital and reserves 
	490,163
	473,303

	 
	Signed capital
	249,600
	249,600

	 
	Reserves
	149,042
	211,084

	 
	Profit/loss of the current year
	91,521
	12,619

	B) Minority interests
	0
	0

	C) Long-term reservations for risks and costs
	0
	0

	D) Long-term liabilities
	133,597
	185,851

	E) Current liabilities
	310,498
	269,357

	 
	Liabilities towards suppliers
	203,473
	132,907

	 
	Current financial liabilities
	40,000
	90,000

	 
	Other current liabilities
	67,025
	46,450

	F) Postponed payments and future period profit
	6,518
	3,016

	TOTAL LIABILITIES
	940,776
	931,527

	Items not pertinent to balance sheet
	119,846
	95,606


CASH FLOW STATEMENT 

FOR THE PERIOD JAN 1 – JUN 30, 2008

	
	(amounts in thousands of kuna

	 
	JAN 1 – JUN 30, 2008
	JAN 1 – JUN 30, 2008

	
	
	

	A) Net cash low from operating activities
	- 2,306
	-102,294

	 
	Profit / loss after taxes
	53,515
	12,619

	 
	Depreciation
	7,528
	9,143

	 
	Increase / decrease of value of reserves 
	- 50,937
	-56,334

	 
	Increase / decrease of claims from buyers
	- 32,277
	43,921

	 
	Increase / decrease of other short-term claims 
	19,248
	24,357

	 
	Increase / decrease of paid costs of future period and claims not due 
	9
	-1,296

	 
	Increase / decrease of current liabilities towards suppliers
	- 37,753
	-70,566

	 
	Increase / decrease of long-term reservations
	
	

	 
	Increase / decrease of postponed payments and future period profit 
	- 418
	-3,502

	 
	Increase / decrease of claims for signed up but not paid capital and loss above capital 
	
	

	 
	Increase / decrease of long-term claims 
	31
	217

	 
	Increase / decrease of current financial assets 
	27,156
	-10,800

	 
	Increase / decrease of other long-term liabilities
	
	

	 
	Increase / decrease of other items
	11,592
	-50,053

	B) Net cash flow from investing activities
	- 24,729
	-45,028

	 
	Purchase of material and non-material long-term assets 
	- 35,746
	-45,024

	 
	Acquisition of subsidiaries
	
	

	 
	Acquisition of minority interests
	
	

	 
	Increase / decrease of financial long-term assets 
	10,974
	-4

	 
	Received payments from sale of material and non-material assets
	43
	

	 
	Paid dividends
	
	

	 
	Increase / decrease of other items
	
	

	C) Net cash flow from financing activities
	13,860
	102,253

	 
	Capital increase by new emission of shares
	
	

	 
	Increase / decrease of long-term liabilities deriving from loans
	- 6,140
	52,253

	 
	Increase / decrease of other long-term liabilities
	
	

	 
	Increase / decrease of current liabilities deriving from loans
	20,000
	50,000

	 
	Increase / decrease of other items
	
	

	D) Net increase / decrease of cash and cash equivalents (AOP 056+071+079)
	- 13,175
	-45,069

	Cash and cash equivalents at the beginning of the period
	25,051
	51,360

	Cash and cash equivalents at the end of the period
	11,876
	6,291


REPORT ON TRADING AND CHANGES OF SHARE PRICE

At the end of June 2008 the value of the share amounted to 949.00 kuna, while the share turnover amounted to 190.556.120,85 kuna. In the period considered in the report market capitalization in the amount of 1,315.9 million kuna was reached, and earnings per share amounted to 9.10 kuna. 
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