With heart?
Smells like kitsch to me...












The heart is
just an ordinary pump.












Sweetheart!?
That’s what my mom calls me.












I don’t need heart
I've got smarts.












... we believe, though,
that everything should be done with heart.
This book is proof that heart is all that matters.

Podravka: annual report
year two thousand and five






We feed people in 30 countries.

That is a great responsibility.

You can’t cook without heart.

In order to prove that our basic idea is the right one,
we’ve conducted a little experiment to find the difference
between cooking with heart and cooking without.
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What did we do last year?
They say that numbers don’t have heart. See, our numbers
are beautiful because they are big, and have heart.
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In the year 2005 our profit was 62.6 million Hrx. However,
we are not completely satisfied with this result as we
expected more and with good reason. After the first nine
months we already reached a profit of 84 million Hrk

and believed we would go beyond the 100 million figure.
Nevertheless, some unpredictable circumstances occurred
over which at that moment we had no influence. The
operating result of last year is very good and if it were

not for the extraordinary events, it would have been a
satisfactory year.

As trends in the last year are concerned, the great
majority of them are positive. We recorded a growth of
sales in all segments and on almost all markets. The food
segment recorded a sales growth of roughly 5 percent, and
pharmaceuticals 2.8 percent, taken that last year a price
drop of over 10 percent occurred in pharmaceuticals which
means that this growth is really much higher.

We are pleased with the growth of sales on foreign markets
which is 1.6 percent, led by the Serbian market with 35
percent, Bosnia and Herzegovina with 11 percent and
especially the East European markets, primarily Russia,
which had been detected as a strategic market where even
more significant results can be achieved.

In the year 2005 we managed to reduce the general and
administrative costs as well as the selling and distribution
costs in relative, but some of them also in absolute
amounts. The only significant and deliberately increased
investments were made in marketing which we plan

to continue in the forthcoming period. Among many
reasons underlying this increase, the most significant

is better exploitation of the power of the Vegeta brand.
Vegeta Mediterranean was launched on all markets and
this year we plan to go out with some other varieties of
Vegeta. Alongside, last year we also managed to launch

a new product each month and we plan to continue this
practice. This illustrates the strength of our research and
development as well as the vitality of successful monitoring
of trends demanded by consumers on one hand, and the
strength and vitality of our sales organisation on the other.
Together with the already mentioned unexpected
provisions, last year we put effort in applying all
accounting standards including 1sFRr 19, and all issued by

1 January this year were applied to the 2005 year balance
sheet, so this too had partial impact on the final result. All
of this gives hope that in the year 2006 there will not be
any major extraordinary expenses.

As far as the most noteworthy events are concerned
marking Podravka’s business operations in the year

2005, I would like to highlight adopting the Corporate
Management Code, remarkable growth of shares and
value for our shareholders, passing of the Code of Ethics
and receiving the Superbrand Award for Vegeta in Russia.
We also made investments of 136 million HRK, in the

sBA Food and Beverages 88 million Hrk and in the sBa
Pharmaceuticals 48 million Hrk. The process of disposing
unproductive assets still continues with the disposal of the
factories “Koprivnicka tiskarnica” and “Sana” in progress.
Last autumn Reiber Food Polska s.a. and Podravka Warsaw
established a strategic alliance in the segment of sales and



distribution on the market of Poland which was extended
to the market of Hungary. On the Polish market we united
the sales force which currently counts 150 employees.
Apart from strengthening brand positions of both
companies, we expect this strategic partnership to result in
savings in the field of sales and distribution.

During the year 2005 Podravka signed partnership
agreements on the markets of South-eastern Europe; with
the company Vegafruit from Bosnia and Herzegovina

in the field of processing, distribution and export
placement of fruit and vegetables, with Swisslion Takovo
on cooperation in the field of production on the markets
of Serbia and Montenegro and also the distribution
agreement for Agrokomerc products on the territory

of Bosnia and Herzegovina. We are the first Croatian
company that signed an agreement on long-term business
cooperation with the Croatian Association of Hotel
Owners anticipating joint effort in improving and creating
the tourist gastronomic offer.

All that we have undertaken so far shall be continued in
this year with the aim to optimise business operations
and increase profit and benefits for the owners, our
shareholders. I strongly believe that we shall succeed and
that the business year 2006 and all the forthcoming shall
be even better than the year 200s.

\

X

With kindest regards, Darko Marinac
President of the Management Board of Podravka d.d.
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Podravka Gave Aid
to Earthquake Victims
in South Asia

Vegeta Receives
Recognition in the
Agency CATI Research
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The year 2005, in strategic terms, was a year in which

most changes in key fields occurred. As a response to the
constant changes in the environment in which Podravka
operates, process changes and adjustments were initiated in
order to establish a good relationship with the competitive
surroundings. The reorganisation process started in the
Finance, Marketing, Sales and Purchasing departments to
prepare them for prompt reaction to market demands. In

the Finance sector the integration process at corporate level
began and new systems of performance measurement at all
business segments are being introduced. Purchasing has been
centralised at company level in the interest of a high quality
approach towards suppliers. Projects concerning sales force
computerisation have impact on its efficiency and bring
changes in client approaching. In the field of development,
Podravka has signed a scientific and professional cooperation
agreement with the Institute Ruder Boskovi¢ especially on
projects where activities and interests overlap. A strategic
alliance was established with the company Reiber Food Polska
s.A. in sales and distribution on the Polish market. With this
alliance both companies have created a joint sales force which
is significantly larger and stronger than the sales organisations
of each partner and is entirely organised according to the
demands of the Polish market. What was company life really
like in 20057 Let’s see in chronological order.

Podravka joined the humanitarian aid action for helping

the victims in South Asia by donating Lino baby food. The
Croatian Caritas initiated the action of collecting food a

day after the tragedy in the countries of South Asia caused
by a severe earthquake. The collected aid was distributed in
cooperation with sister Caritas organisations in European
countries which have their representatives in the affected
countries with whom they organised the delivery of aid. The
entire action was coordinated by Caritas Internationalis,

the Caritas world network with headquarters in Rome. As
Mr Boris Peterlin, the leader of special projects in Croatian
Caritas said, this is the first shipment from Croatia through
the Croatian Caritas for the victims in South Asia. Podravka
showed the initiative to help in the most appropriate manner,
donating food which apart from water and medicine is most
needed. Pliva also joined this action and when the situation
with water stabilises, the spectre of items to be sent to South
Asia will be expanded.

Confirmation that Podravka’s Vegeta is the most
recognisable Croatian brand was received in the great
research conducted in 4 former Yugoslav countries by

the Slovenian agency cari. This agency does research to
investigate brand representation on the markets of Slovenia,
Croatia, Bosnia and Herzegovina and Serbia. According to
statements from caTt1, the joint determinant for the markets
of Slovenia, Croatia and Serbia is that the customers in
those countries mainly support domestic products, while

in Bosnia and Herzegovina imported goods dominate.
Consumers in Croatia hold Vegeta as the most recognisable
brand while in Bosnia and Herzegovina it holds second



place among the most popular brands and in Slovenia
fourth place. It is somewhat less recognised in Serbia,
compared to the other countries. The second on the list of
brands in Croatia, immediately after Vegeta, is Zvijezda

oil. The consumers in Bosnia and Herzegovina have placed
the oil Floriol imported from Hungary in front of Vegeta.
Other Croatian brands popular among consumers in Bosnia
and Herzegovina are Margo in 10™ place, tinned fish Eva
distributed by Podravka in 14" place and Kra$ biscuits
Domacica in 19 place.

According to the expert jury composed of representatives
from advertising agencies, media and clients, the advertising
campaign of Podravka Lagris won second place. Megabrands

such as Skoda, T-Mobile, Karlovarske mineralni vody,

Komercni banka (French Societe General), Eurotel, Cesky

Telecom were placed after Lagris, while only the Czech
company Oskar mobil was ahead. The marketing campaign of
Lagris lasted from the second half of October till the end of
November 2004, and the expert jury especially complimented
the creativity of Lagris printed advertisements.

Deputy president of the Management Board, Zeljko Durdina
presented on behalf of Podravka a Renault Master van to
the Association of Disabled persons of the Koprivni¢ko-
krizevacka County. Zeljko Purdina said that he believed

the van will be well used. Keys were given to Slavko Kuzmi¢
at coor “Podravsko sunce” who thanked Podravka for
providing the means for purchasing this van on leasing.

- The Association tried to collect the money by organising

humanitarian concerts, donations, voluntary contributions

and other activities. The action ultimately finished
successfully after two and a half years of persistence.
Podravka has made our dream come true and we are
more than grateful. The van will also be used by other
associations for disabled persons gathered at “Podravsko
sunce”, and I believe that soon we will have enough

to make additional adjustments on the van to make

it more appropriate for the disabled. Employees from
some companies in Koprivnica had the chance to help
the Association by donations and last year Belupo and

Podravka employees also participated in this humanitarian
action. Therefore, Slavko Kuzmi¢ thanked them all for

their contribution and this humanitarian action also
marked the 20th anniversary of the Association of Disabled
Persons of the Koprivnic¢ko-krizevacka County.

In an appropriate ceremony in Osijek an agreement was
signed by which Podravka will assist the Croatian National
Theatre in Osijek, a cultural institution with a high
reputation in Croatian culture. The agreement was signed
by the manager of the Croatian National Theatre in Osijek,
Zeljko Cagalj and the president of the Management Board
of Podravka, Darko Marinac.

- I am extremely pleased that Podravka, as one of the
strongest Croatian companies, was prepared to support
our work and assist us during this year. This will help

us improve the quality of our work and raise the level
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Lagris Advertising
Campaign Comes
Second in the
Czech Republic

Renault Master
Van Presented to
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Podravka Provides Help
for the Croatian National
Theatre in Osijek
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Podravka, the First Large
Partner of the National
Association of Small

and Family Hotels

A New Lino Baby
Food Factory
Under Construction

March

POMAK Attendants
Receive Diplomas

of artistic creativity — said the manager of the Croatian
National Theatre in Osijek, Zeljko Cagalj. The president
of the Management Board of Podravka, Darko Marinac,
highlighted that he is proud that Podravka can help the
Croatian National Theatre in Osijek and he hopes that in
the future the support will be even better.

On the Lake Plitvice during the 36" Croatian Business
Meetings “Manufacturers to the Hotel Business 20057, an
agreement was signed between Podravka and the National
Association of Small and Family Hotels. The agreement was
signed on behalf of Podravka by member of the Management
Board, Miroslav Vitkovi¢ and Sime Klari¢ on behalf of the
National Association of Small and Family Hotels. According
to Mr Klari¢, the Association signed its first large agreement
with the food industry Podravka and its signing is the

first step in the realisation of its arrangements so far. Both
parties are satisfied due to favourable conditions for product
purchasing for some hundred members of the Association.
Mr Vitkovi¢ said that the agreement represents a base for
developing further quality.

- With the signing of this agreement the entire product range
of Podravka products is represented in the offer of small and
family hotels and the next step will be regulating further
relations with each of the members, because we wish to take
into account each and every of their specific features. Podravka
has made the first step ahead in the foodservice segment and
we wanted to be the first partner of the National Association of
Small and Family Hotels, because Croatia apart from food and
agriculture should be recognised by its tourism - highlighted
Mr Vitkovi¢ when signing the agreement.

Podravka will soon start with the construction of a new
Lino baby food factory in the industrial zone Danica in
Koprivnica, next to the plant for the production of cream
spreads. This is an investment estimated at 100 million
HRK and is to be completed by the end of next year. With
Vegeta and the cover brand Podravka, the brand Lino is
the most famous of Podravka brands on the territory of
South-eastern Europe. Baby food, with the well known
bear Lino, has been present on the market for 35 years.
Many generations grew together and they still like to taste
it although it is primarily intended for children. Today,
Lino is the market leader in the category of baby food in
all countries of former Yugoslavia. Great potential for baby
food Lino is the Russian market on which Podravka is
currently significantly present only with Vegeta.

Diplomas were awarded at the Faculty of Economics in
Zagreb to the first generation of students of Podravka’s
management academy poMAK, the only management
academy in Croatia founded by a company. Diplomas were
given to pomak graduates by Darko Marinac, the president
of the Management Board of Podravka, while Darko Tipuri¢,
vice-dean of the Faculty of Economics in Zagreb handed rBa
diplomas - the fundamental pomak module accomplished
in cooperation with the Faculty of Economics in Zagreb.

46 students finished pomak, which consists of two basic



modules: rFBa (Fundamentals of Business Administration)
accomplished in cooperation with the Faculty of Economics
in Zagreb and Liper. The rBa or fundamentals of business
administration covers “hard” managerial skills, consists of
200 hours of lectures and workshops with topics covering
the field of general, financial, marketing, strategic and global
management. Lecturers are full professors from the Faculty
of Economics in Zagreb, as well as foreign professors,
lecturers at business schools, the Leeds Metropolitan
University, MBA programs and other. LIDER covers the “soft”
managerial knowledge and skills, consists of 200 hours

of workshops and practice from the field of leadership,
motivation, remuneration, communication, negotiation,
team work and other skills oriented towards human
resource management. Lecturers at LIDER are well known
psychologists and communicologists and other lecturers
specialised in particular topics.

Within the Efficiency Project, aimed at business
rationalisation, Podravka decided to merge the operations of
its companies in the Czech Republic and Slovakia. Podravka

with the acquisition of Lagris who has production facilities
in the Czech Republic and Slovakia, together with its own
representation offices in Prague and Bratislava, in both
countries had two companies. In order to optimise expenses,
a decision was made that business for the Czech Republic
was going to be handled by the company Podravka - Lagris
A.s. with headquarters in Luhacovice, which will integrate all
Podravka’s activities on the Czech market. Goran Markulin
was appointed president of the Supervisory Board of the
company Podravka - Lagris, and members Mr Miroslav
Repi¢ and Ms Aleksandra Maxianova, as representative of
the employees. For the purpose of rationalising business

and optimising expenses in Slovakia, a decision was made to
merge the company Lagris Slovakia s.r.0. with headquarters
in Zvolen and the company Podravka International s.r.o.
with headquarters in Bratislava. In that way Podravka’s
business operations in Slovakia continue jointly within the
company Podravka International s.r.o. with headquarters
also in Bratislava. Lagris’ company in Zvolen remains under
Podravka’s shelter, but as a remote production facility of

the company Podravka International. After optimising the
production of Vegeta on the market of the European Union,
and the purchase of the 50 percent share in the company
Podravka International by the partner Cerere in Slovakia,
this is another step towards efficient business on the markets
of Central Europe. In the year 2003 Podravka achieved total
sales revenue of 361.6 million HRK, which is 11.2 percent in the
total revenue of Podravka, on the markets of Central Europe
(Czech Republic, Slovakia, and Hungary).

An agreement on technical assistance and cooperation on a
joint project of strengthening production and competitive
capacities of Podravka’s subcontractors was signed between
Development Alternatives Inc par and Podravka at a working
meeting held in the gastronomic centre “Stagelj”. The
agreement was signed by Zeljko Durdina, deputy president
of the Management Board of Podravka and Joe L. Welsh,
head of the branch office and the project ace — Agribusiness
Competitiveness Enhancement — pa1. The meeting was
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310 attended by representatives of the subcontractors who have
direct benefit from this project and Josip Fris¢i¢, prefect of
the Koprivnic¢ko-krizevac¢ka County. Cooperation on this joint
project is based on strengthening production capacities of
Podravka’s subcontractors with the ultimate goal to enhance
the quality and value of products and services, reduce the
import of food to Croatia and create new sales channels. a1
shall provide technical support to Podravka’s subcontractors
in the field of vegetables, foodservice and meat program.
Professional technical assistance by par on the vegetable
program refers to the elaboration, implementation and
control of the pilot project for irrigation in some counties,
the development of various models of irrigation according
to technologies for the production of particular cultures, as
well as professional training for manufacturers on the use of
new technology. In the foodservice program field trips will be
organised to companies with similar activities, and connection
with similar international companies and its experts for the
purpose of exchanging experience. In the meat program
it is anticipated to provide assistance in improving the
production and management of pig farms in order to enhance
competitiveness through cost reduction, development of
storage capacities and drying of cereals and oil plants as well
as support in elaborating development plans.

April
American Inspection Permit Dr Aurora Craver, audit director of the Food Safety and Meat
Prolonged for Podravka's Inspection Service at the American Ministry of Agriculture,

MeatIndustry  yith her associates visited Podravka’s meat industry. This

is an annual inspection which the American inspection
performs in order to establish to possibility of exporting meat
products to the market of the USA. Apart from examining

the overall production process, special attention was given

to the accompanying documents, including documents of

the authorised vet inspection, control laboratories, HACAP,
SOP and DDD systems, humane treatment of animals and a
control of the central microbiological and physical-chemical
laboratory. Following a comprehensive analysis, Podravka

was assessed with the highest grade of acceptance and it was
established that the products display the highest level of food
safety and quality. Therefore, Podravka will continue to export
its products under number HR 139 to the American market, as
one of only three Croatian meat industries. Podravka has been
exporting to the American market products based on pork,
especially luncheon meat and paté for a long number of years,
but also to around twenty other world countries. The control
of raw material, packaging and the production process up to
the final product is from the very start under absolute control,
tested not only within the company but also in independent
external labs. Namely, all the production processes are under
daily surveillance of eight independent veterinary inspectors,
the state inspectorate, and very often visits from foreign
expert services, from the American inspection services to the
ones from the European Union, which guarantees total safety
of Podravka meat products.

Podravka Signed an President of the Executive Board of the Croatian Association
Agreement with the Croatian of Hotel Owners, Franco Palma and the president of the
Association of Hotel Owners Management Board of Podravka Darko Marinac signed an
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agreement on long-term business cooperation. The agreement
between the Croatian Association of Hotel Owners and
Podravka is another step to long-term cooperation between
Podravka and hotel owners, anticipating not only classic
cooperation but also joint work on the improvement and
creation of a gastronomic offer in tourism. The Croatian
Association of Hotel Owners is an independent professional
business organisation which promotes, coordinates and
represents the mutual interests of hotel and restaurant
owners. There are currently 190 members who in a certain
way already work with Podravka, but this agreement will
provide a deeper cooperation. Podravka realises a significant
share of its sales in the Republic of Croatia through tourism.
Over a half of this turnover is realised through direct
cooperation with hotel - tourist companies, while the
remaining turnover is realised through retail.

Podravka’s meat industry was awarded the 1s0 9o01:2000
certificate for quality in business operations. This is the result
of an audit conducted during March by the certification firm
Det Norske Veritas (DNV). In their reports the Norwegians
especially complimented the slaughtery and the production
of canned meat and especially highlighted the good work
organization and supervision of performance parameters,
marketing for high quality competition monitoring and
marketing action performance analysis, as well as controlling
for its proactive approach and price analysis of raw material
and products and the implementation of the trainee
mentorship system. Podravka’s meat industry, on its way to
receiving the certificate passed the procedure which other
parts of the Podravka Group who already have the certificate
passed, which the Norwegians again checked during March.
Emphasis was made on the education of employees about the
management system, document elaboration, implementation
of defined processes and other documents, internal audits,
and corrections of detected discrepancies, preliminary audits
of the certification firm, respectively, a “dress rehearsal”. As in
other system introduction projects, the most difficult phase
was implementation into the practical operation of defined
processes and other documents.

The Supervisory Board of Podravka on its session confirmed
the duties of the Management Board whose term of office
started on 1 April this year. Along with regular duties

which assume the tasks of the president and members of the
Management Board, duties were assigned as follows:

DARKO MARINAG, president of the Management Board and
managing executive director responsible for:

- coordination and management of financial processes

- Accounting, Controlling, Treasury,

- coordination and management of Corporate Functions

- Strategic Development, Corporate Communications, Legal
Affairs, Human Resources,

- business field of Pharmaceuticals and Investor Relations,

- other fields for which no other member of the Management
Board has been appointed.

sA$A RoMAC, member of the Management Board and managing
executive director for marketing responsible for the following:
- coordination and management of business fields - Marketing
(brands and product categories), Product Development,
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May

New Design for the
Most Recognisable
Croatian brand Vegeta

Stanislav Biondi¢ Appointed
President of the Management
Board of Belupo

Operative Controlling and Commercial Partnerships
Management.

GORAN MARKULIN, member of the Management Board and
managing executive director for international markets
responsible for the following:

- coordination and management of business in the fields -
Central European Markets, South-eastern European Markets,
Western European Markets, Overseas Countries and the
Orient, Eastern European markets and

- for jobs of International Key Account Management.
MIROSLAV VITKOVIC, member of the Management Board and
managing executive director for the Croatian market, meat
products and beverages responsible for the following:

- coordination and management of the Croatian Market,
Meat Product Program, Beverages, Logistics and Joint
Market Affairs.

DRAGAN HABDIJA, member of the Management Board and
managing executive director for production responsible for
the following:

- coordination and management of the jobs of Production
I, Production II, Quality Control and Technology
Development and

- jobs of Central Preparation and Production Planning.
ZDRAVKO $ESTAK, member of the Management Board

and managing executive director for services and process
improvements responsible for the following:

- improvement and implementation of operating business
efficiency in all special processes,

- coordination and management of business processes

- Purchasing, Business Surveillance, Information Technology,
Service Management, Energy and Technical Services and
Business Quality,

- coordination of jobs related to union work and the
Employee Council of Podravka d.d.

The most famous Croatian brand Vegeta is coming to the
market in a new visual look. In order to be consistent and
recognisable on the market, the packaging of Vegeta is still

in blue colour with the chef character and vegetables. The
Vegeta logotype is visually three-dimensional and a novelty
is the nutrition table. The new packaging of Vegeta was put
on the market at the beginning of May. A media campaign
was launched in order to familiarise consumers with the new
Vegeta design, which on Vegeta’s strategic markets lasted
during May. It is characteristic that the most famous Croatian
product has been carrying its recognisable packaging for 45
years and this is also the aim of this refreshed version. Today,
Vegeta is the most famous and strongest Podravka brand
sold in over 40 countries worldwide. During last year Vegeta
recorded a sales growth of 2% and with 656 million Hrk of
sales revenue in the year 2004, participates with 20% in the
total revenue of the Podravka Group.

Stanislav Biondi¢ was appointed the new president of the
Management Board of Belupo on the session of members
of the Supervisory Board of the pharmaceutical company
from Koprivnica. Stanislav Biondi¢ has been working at
Belupo for six years of which he spent two as managing



director and four as member of the Management Board.

The session, chaired by Darko Marinac, was held on 10 May
and members of the Board during the next five year term

of office are Branka Perkovi¢, the current director of Legal
Affairs of the Podravka Group and Hrvoje Kolari¢, director
of the Pharmaceutical Sector in Pharma Swiss. The former
president of the Board, Sani Pogorili¢ left Belupo by consent.

The managing executive director of Euromoney, Richard
Ensor, and the director for Central and Eastern Europe,
Martin Born, presented The 2005 Award for Excellence to
the president of the Management Board Darko Marinac.
Euromoney, one of the most powerful European financial
magazines, for the first time made a ranking of the
companies in Central and Eastern Europe. The ranking
was done on the grounds of research which involved the
leading banks, marketing analysts and research institutions
from that area. Research was based on the company’s
market position, growth potential, profitability and
company management quality. Podravka was selected
first among 336 companies covered by the research. The
Euromoney award is one of the most prestigious in the
international environment, primarily in the segment of
finance and financial institutions, but also corporations
that are not from the world of finance. The award

was founded in 1991 with the purpose to identify the

best banks and corporations in different regions and
countries worldwide under the name Euromoney Awards
for Excellence. This award is yet one of many awards
Podravka has received lately. Podravka recently received
the certificate 150 9000:2001 for business quality and for its
meat industry, to whom the American Inspection granted
the permit for the export of processed meat products

as one of three companies from Croatia. Also Vegeta,
according to the research conducted by the Slovenian
agency cartI, was declared the most famous brand on the
territory of South-eastern Europe.

Podravka’s meat industry was awarded the HALAL
certificate. It is a certificate which confirms that the
production processes and products meet the food standards
of people of the Islamic confession. The certificate was
presented to Podravka by the representatives of the
Meshihat of the Islamic Community in Croatia, authorised
for its issue on our territory. The first shipment of
products, beef goulash and chicken péaté with the HaraL
sign, intended for the Islamic Community on the market
of Sweden, has already been exported and cooperation is
soon expected in some other European countries. This
should raise the exports share in revenues of Podravka’s
meat industry which in the year 2004 totalled 270 million
HrK of which somewhat less than twenty percent is
revenue from export. This certificate is more substantiated
evidence of the quality of Podravka’s meat program.
Namely, recently Podravka’s meat industry received the 1so
9000:2001 Certificate for business quality, the certificate
of the American Inspection for export to the market of the
usa has been prolonged, while the products beef goulash
and tea sausage received the awards for quality “Croatian
Creation” and “Croatian Quality”, respectively.
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June

The Thermal Mineral Water The vice-president of the Government and the Minister
Spring “Grofovo vrelo” of Family, Veterans’ Affairs and Intergenerational
Newly Renovated Solidarity, Jadranka Kosor, opened the newly renovated

thermal mineral water spring “Grofovo vrelo”, a cultural
monument. The spring was devastated during the war and
about one million HrKk was invested in its renewal. Apart
from Podravka, which in the renewal of “Grofova vrela”
invested 600 thousand HRK, the recovery was also assisted
by the Ministry of Culture of the Republic of Croatia,
the city of Lipik and the Specialised Hospital for Medical
Rehabilitation in Lipik. Apart from the brands Studena
and Studenac, Podravka produces ice tea under the brand
“Studena’, juices “Deit” and very soon the first domestic
cooL Cola will be launched. During this year new products
have been announced from the line of beverages. Thermal
mineral water from the spring in Lipik is regularly analysed
so it is among the most frequently tested in Croatia. Also,
regular routine water analysis tests are made at the lab for
water quality control at the factory “Studenac”. According to
the results of the Institute Ruder Boskovi¢, the water from
the springs of Lipik is over 7600 years old.

July

Podravka Again Participates in The ceremony of pronouncing and awarding Top Scholarships
the action “Top Scholarships for Top Students was held on 5 July in the Crystal Hall of the
for Top Students” Westin Hotel in Zagreb when the names of 15 Top female and
10 Top male students were announced. The ceremony was
attended by the President of the Republic of Croatia, Stjepan
Mesié, Minister Primorac, all the finalists and chancellors and
vice-chancellors of Croatian universities as well as presidents
or members of management boards of the companies Diners
Club Adriatic, 1NA, INGRA, Podravka and the head of the
Croatian National Television, all partners in the action.
The selection had two rounds, and the Scholarship Council
and the Scholarship Commission chose the best Croatian
students. This year 557 applications were received of which
ninety of them had a grade average of 5.0. All 100 finalists
automatically became members of the Top Student Club
which provides many benefits by just showing a membership
card. The action “Top Scholarships for Top Students” awards
the excellence of 25 students who together share the highest
scholarship fund of a million Hrk. Since 2003 till today 83
Top students have been awarded and so far over 3 million HrRk
has found its way into the right hands.

Vegeta - Winner of the Podravka’s most famous brand Vegeta is the winner of

“Superbrand” in Russia one more precious foreign award. Namely, after the status
of Superbrand in Poland, Vegeta received recognition for
Superbrand 2005 in Russia. The assessment and classification
of brands, based on data from the research firms acnielsen
and comcoM, was conducted by an independent expert
committee composed of competent experts in the field of
marketing, branding and consumers themselves. There were
1033 brands candidates for the award and the right to bear
the label, which hold leading market positions in terms of
sales volume and brand recognisability on the market of
Russia. Vegeta received 385 points from the total of 400 and
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was placed in the group of 388 brands which gained the right
to bear the label Superbrand on the very demanding Russian
market. Among the award winners are many brands of well
known multinational companies and domestic Russian ones,
so Vegeta is one of the vary rare brands from the region of
Eastern Europe that has gained right to bear the Superbrand
status. Superbrands International has its headquarters in
London, and Russia is one of the 45 countries in which it

has branch offices. Podravka has been present on the market
of Russia for a couple of decades and along with Vegeta it
exports soups and baby food. As this is a large and demanding
market, Russia has been selected as one of the countries

in which Podravka will rapidly develop and increase its
business operations. Therefore, this award has even a greater
meaning, because it represents Podravka’s long-term quality
and existence on this market and is a precondition for further
expansion of the scope of business in Russia. In the year 2004,
Podravka achieved sales revenue in the amount of 114 million
HRK on the market of Eastern Europe of which the large
majority has been realised on the market of Russia.

The largest Croatian scientific and research institute, the
Institute Ruder Boskovi¢ from Zagreb and Podravka as one

of the leading regional food companies, have signed an
agreement on scientific and professional cooperation. With the
signed agreement on scientific and professional cooperation,
Podravka and “Ruder” encourage the development of
cooperation on joint projects, especially in the part where their
activities and interests overlap. They also intend to connect
scientists and experts from economy and in that way improve
the active involvement of the Croatian scientific community

in strengthening Croatian economy and the development of
products based on knowledge. As this is anticipated as a long-
term strategic document, the agreement is concluded for an
indefinite period of time. For successful accomplishment of
this Croatian scientific-economic venture, a joint commission
will be appointed to plan, coordinate and assess all the
initiated activities. The agreement was signed by Darko
Marinac, president of the management Board of “Podravka”

»

and Mladen Zini¢, head of the Institute “Ruder Boskovi¢”,

The 81 Autumn International Zagreb Fair was held from
13 till 18 September in Zagreb where Podravka received a
couple of “Quality Medals 2005”. In the category of fruit
juices, refreshing non-alcoholic beverages and fruit and
vegetable products, Podravka received the Quality Medal
for Peach light jam 270 g., Sour cherry filling 780 g., Relish,
vegetable sauce 360 g. and Salsa, vegetable sauce 360 g.
Awards were received by the director of Fruit and Tea
Development, Nadica Balija, Marketing manager Dunja
Milosi¢ Odobasi¢ and senior technologist Marija Vadunec,
who is responsible for the development of some of these
products. During the fair, the action led by the Croatian
Chamber of Commerce “Buy Croatian” was held, where
Marketing sand Sales organised “Sales with Prim” for part
of its product range. Podravka was also one of the sponsors
of the Tourist Authority of the Koprivni¢ko-krizevacka
County at the fair Eko-ETNO.
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Podravka and the Institute
“Ruder Boskovi¢” have Agreed
Cooperation

Podravka’s Products
Receive the Quality Medal



The County “Golden Kuna”
Goes to Podravka

Gathering of Podravka’'s
Pensioners

Cooperation Between
Podravka and Swisslion
Takovo

On the ceremony of the Economy Council of the Croatian
Chamber of Commerce held in Koprivnica on 20 September,
the “Golden Kuna” plaques were awarded. The “Golden Kuna”
in the category of the most successful large trade company was
awarded to Podravka which in the previous year had a total
of 1.5 billion HRK of revenue on foreign markets including
pharmaceuticals. In the category of the most successful
middle sized trade company, the “Golden Kuna” was awarded
to the company “Lasselsberger — Knauf” from Durdevac and
the most successful small trade company was “Electro-Celik”
from Krizevci. The most successful bank was Podravska banka
Koprivnica, while “Radnik” from KriZevci was given a plaque
for special contribution in the development of economy in
the Koprivnicko-krizevacka county celebrating their 55
anniversary of successful business. Awards were given by

the president of the Croatian Chamber of Commerce of the
County Chamber Miroslav Vitkovi¢, the mayor of the City

of Koprivnica Zvonimir Mrs$i¢, prefect of the Koprivnicko-
krizevacka County Josip Fris¢i¢, deputy president of the
Economy Council of the County Chamber Ivan Katavi¢ and
the vice-president of the Croatian Chamber of Commerce for
legal matters and internal organisation Jasminka Trzun. The
“Golden Kuna” was received on behalf of Podravka by the
member of the Management Board Dragan Habdija.

The traditional gathering of Podravka’s pensioners was held
on 23 September at Danica. This year’s gathering, by which
Podravka confirms its care for its employees who created
this food giant from Koprivnica, was attended by 2000
pensioners, Podravka’s jubilarians, members of Podravka’s
Management Board and other guests. At the gathering of
Podravka’s pensioners people who had interwoven their
work into the creation of the company that is the pride of
Koprivnica and the entire region were acknowledged. Each
pensioner before the celebration was given the amount of 24
HRK per year of service at Podravka and gift packages with
Podravka products. Jubilarians with 30, 35 and 40 years of
service at Podravka also received cash rewards. The gathering
was opened by Dragan Habdija, member of the Management
Board, who highlighted the role of pensioners in the creation
of the company. The president of the Management Board
Darko Marinac added that this gathering belongs to all the
pensioners and that Podravka is making good progress and
that next year there will be even more happy faces. In this
way Podravka gave 2 million HRK to its pensioners.

Podravka and Swisslion Takovo signed a one year agreement
which started their cooperation on the markets of Serbia
and Montenegro. The agreement, whose signatories

are the director of Podravka’s company in Belgrade,
Krunoslav Be$vir and the director of poo Takovije, Goran
Kutric¢ki, defines that the Swisslion Takovo concern shall
produce in Serbia and Montenegro beef soups under the
brand Podravka in accordance with Podravka’s recipe

and technological standards. In this way the Swisslion
Takovo concern has become one of the most important
business partners of Podravka on the market of Serbia
and Montenegro in the field of cooperative production.
The agreement was signed for a period of one year with
the option of prolonging if both parties are satisfied. The



/’

Z

Lo

//o

J

4

o
=

s

/K‘C//

%M/WW{%KM,&%&/

BPUECIR

2

e

signing ceremony was attended by Darko Marinac, president
of the Management Board of Podravka and Rodoljub
Draskovi¢, president of the Swisslion Takovo concern.

As a result of following world food trends, especially the
growing popularity of the Mediterranean cuisine, Podravka
launched a new, unique product in its category on the
markets of Croatia, Poland, Russia, the Czech Republic,
Slovakia, Hungary and Slovenia. Vegeta Mediterranean

is a universal seasoning enriched with aromatic herbs

and tomato. The product contains even seven types of
Mediterranean herbs and traces the culinary distinctiveness
which Croatia enjoys as a Mediterranean country. Vegeta
Mediterranean also brings innovation in packaging because
a new technology of bag formation has been applied. It

is packed in a deltapack bag which enables consumers
additional closing, keeping the product fresh. The product
bears the label “Croatian Creation” which gives it a modern
and dynamic touch, brings consumers something new and
helps Vegeta keep its leading position on those markets.

After less than two years from the last renewal of Podravka
Internet pages, Podravka launched new corporate Internet
pages at the site www.podravka.com. The renewed
corporate pages are user friendly to the public, reporters,
associates, the financial and professional public, and all
those who share interest for company business. It consists
of six thematic modules and corporate communications
with Podravka is additionally made easier with the
application of @-services.

Rieber Food Polska s.a. and Podravka International Export-
Import sp. z 0.0. have established a strategic alliance in

the segment of sales and distribution on the Polish market.
This alliance of daughters of renowned food companies, the
Norwegian Reiber & Son and the Croatian Podravka d.d.,

is a result of almost a year of preparations and negotiations
between strategic partners, representing a significant step
forward in business advancement for both parties. With

this alliance, which officially started on 1 November 2005,
Podravka and Rieber have created a joint sales force which is
significantly larger and stronger than the sales organisations
of each partner and completely organised in accordance with
the needs of the large and demanding Polish market. At the
same time, the alliance provides notable savings in sales and
distribution costs. Apart from the expenses there are other
important effects of this synergy. Primarily, this is a market
force created by a stronger joint product range, respectively,
the fact that Podravka and Reiber together is becoming a
larger and more important supplier on that market.

At the Moscow International Advertising Festival, the largest
advertising festival in Russia, the latest Russian and foreign
advertising works were presented. The festival and the jury

are international which gives a higher value to the award
receivers. At such distinguished festival Podravka received
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October

A New Product of Croatia’s
Most Famous Brand Vegeta

Podravka Issues
New Corporate
Internet Pages

November

Strategic Alliance Between
Podravka and Rieber & Son
on the Polish Market

Podravka Receives
Awards at the
Moscow Festival

A
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December

Podravka Receives Award for
Business Reputation in the
Category of Product Quality

A New Management Board
of the Association of Small
Shareholders of Podravka

two valuable awards. The agency Bruketa and Zini¢ received
the “Golden Apple” in the group of catalogues for the
annual report of Podravka “Feed Me”. Apart from the annual
report, the advertising agency Imago with which Podravka
cooperates, won a gold and silver apple proving once again
the quality and creativity of Croatian advertising works at
the 15" Moscow International Advertising Festival (MIAF).
The work “Employ me!” direct mailing for Nescafe office
sets received the Gold Apple and “Hot or Mild?” megaboard
for Podravka ketchup received the Silver Apple. This
recognisable and creative campaign will certainly be of great
assistance in finding the way to our consumers.

At the beginning of December at the Westin Hotel in
Zagreb, the Business Reputation Conference 2005 was
held for the first time. Annual awards were given based
on expert assessment. The project “Business Reputation
2005” is a partner project of the consulting firm Stratego
Group, the media firm Lider Press and the agency for
business education and business information Infoarena.
In the category of defined development vision, Agrokor
was first, while Podravka took third place. Ericsson Nikola
Tesla was the winner of two first places, for efficient
management and innovativeness. Vindija from Varazdin
was the best in the category of ethical quality in business
contacts, while Pliva was the laureate in employee quality.
Agrokor received the award for long-term investment
value and social responsibility. Podravka came second in
the category of social responsibility. The first place for the
best business reputation in the category of product and
service quality was awarded to Podravka.

The Assembly of the Association of Small Shareholders

of Podravka was held on 5 December at Podravka’s office
building where Josip Pavlovi¢ was elected president. This
young manager has been employed in Podravka since 1999
and currently holds the function of Treasury Director. His
deputy is Ksenija Horvat, president of ppp1v Podravka

and member of the Supervisory Board. Apart from them,
members of the newly appointed Management Board of the
Association of Small Shareholders are: Irena Bari$i¢, Damir
Bija¢, Stanislav Biondi¢, Zeljko Capié, Franjo Cirkvenec,
Lidija Kljaji¢, Stjepan Krizan, Martinka Mardetko-Vukovi¢,
Robert Markulin, Ivan Sestak, Ivica Tomi¢ and Krunoslav
Vranar. The Association was founded in 1994 and according
to the words of the newly elected president, the tradition
of protecting the interests of Podravka and its employees,
and Podravina in general, shall be continued by the new
convocation of the Management Board.
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Results of the Podravka Group
for the Year 2005

Note

Key features

1.0. Increase of sales by 4.4% resulted in sales of 3.44
billion HRK.

1.1. Increase of sales in the Strategic Business Area
(hereinafter referred to as sBa) “Food and Beverages”
by 4.9% resulted in sales of 2.82 billion HRK.

1.2. Increase of sales in the sBa “Pharmaceuticals” by 2.8%
resulted in sales of 611.1 million HRK.

2.0. Gross profit of 1,336.9 million Hrk which represents
an increase of 3.5%.

3.0. EBIT after adjustments with new 1ser and 1as and
providing additional provisions amounts to 85.5
million HrRk which is 39.1% less than in the year 2004.

3.1. EBIT from regular operations (without the influence
of 1as and 1s¥r changes and additional provisions)
amounts to 162.5 million HrRK which is 15.7% more
than in the year 2004.

4.0. Net profit after adjustments with new ISER, 1as and
providing additional provisions amounts to 62.6
million Hrk which is 15.4% less than in the year 2004.

4.1. Net profit from regular operations (without the
influence of changes in 14s, 1sFRr and additional
provisions) amounts to 124.8 million Hrx which is
40% more than in the year 2004.

5.0. Investments totalled 135.93 million Hrk during the
observed period.

6.0. The Group’s indebtedness totalled 833 million Hrk which
is 12.9% less compared to 31 December 2004 decreasing
the indicator of indebtedness share in the shareholders’
equity for 752 Bp which now stands at 43.36%.

7.0. The proposed dividend for the year 2005 is 5 HRK per
share.

8.0. A business cooperation agreement was signed with the
company Rieber & Son for the markets of Poland and
Hungary.

9.0. New products: Vegeta Mediterranean and Ketchup.

10. Vegeta received the award “Superbrand” in Russia'.

1. The new Management Board was appointed.

12. The Corporate Management Codex was adopted.

New International Standards on Financial Reporting and
International Accounting Standards as well as their strict
application had a significant impact on the financial
statements of the Podravka Group in the year 200s.

All changes in accounting policies have also been
retroactively applied with adjustments of retained earnings
as at 1 January 2004.

Adjustments with the new 1as and 1sFr had a negative
impact on the profit of 2005 in the amount of 33 million Hrk.
Apart from this, additional extraordinary provisions in the
sBA “Pharmaceuticals” in the amount of 36 million HrK also
had negative impact on the profit of 2005.

! In the year 2004 Vegeta received the award “Superbrand” in Poland and
according to reasearch conducted by Young & Rubicam was listed among
the first three brands with the highest growth potential on the market of
Poland.



In the year 2005 sales totalled 3,441.4 million nrx which is

a 4.4% increase compared to the sales realised in the year
2004. In the last eight months of the reporting period, sales
showed a constant increase with major breakthroughs on
foreign markets where, in general, a total increase of 6% was
achieved. The annual sales growth for the period from the
year 2000 till 2005 on foreign markets amounted 8.9%, on
the market of Croatia 5.8%, while the total average annual
growth for the observed period totalled 7.2%. On foreign
markets there was a growth of sales in almost all product
groups within the ssa “Food and Beverages” of which

the 23% growth within the group of fruit and vegetable
processed products (condiments, tomato based products
and other fruit and vegetable processed products) should

be highlighted as well as the 8% growth within the product
group of Podravka Dishes (soups, bouillons, instant, half-
prepared and ready to eat dishes, sauces and dressings).
Sales increase of 4.4% resulted in an increase of gross profit
of 45 million HRK, although the gross margin remained at the
year 2004 level. The underlying reason for maintaining the
gross margin at the same level was conditioned by the gross
margin drop in the sBa “Pharmaceuticals” resulting from the
restrictive policy of wholesale drugstores and the Croatian
Health Insurance Institute.

in mil. HRK 2005 2004

SBA Amount % Amount % Index 2:4
Food and Beverages 2,820.0 819 2,688.9 81.6 105
Pharmaceuticals 6111 17.8 594.7 18.0 103
Services 10.3 0.3 1.4 0.3 90
Total 3,441.4 100.0 3,294.9 100.0 104

In the sales structure of the Podravka Group “Food and
Beverages” accounts for 81.9%, “Pharmaceuticals” for 17.8%
and “Services” for 0.3%.

The sales of “Food and Beverages” recorded a 5% growth
while the sales of “Pharmaceuticals” recorded a 3%
growth. “Food and Beverages” realised 47.3% of sales

on the market of Croatia, while 52.7% were realised on
foreign markets. The growth of “Food and Beverages” on
the market of Croatia totalled 4.5%, while the growth on
foreign markets was 5.2%.

“Pharmaceuticals” realised 79.6% of sales on the market
of Croatia, while on foreign markets 20.4% of sales were
achieved. The sales growth of “Pharmaceuticals” on the
market of Croatia totalled 1.5%, while the realised growth
on foreign markets was 11%.

2 The reorganisation conducted in September 2004 defined three strategic

business areas: “Food and Beverages”, “Pharmaceuticals” and “Services”.

Sales Revenue

Sales per Strategic
Business Areas?



Sales per

Product Group

in mil. HRK 2005 2004

PRODUCT GROUP Amount % Amount % Index 2:4
Vegeta - Food 659.0 19.1 656.2 19.9 100
Supplements

Podravka Dishes 233.9 6.8 221.0 6.7 106
Baby Food, 270.6 7.9 270.7 8.2 100
Sweets and Snacks

Meat and Meat Products 3123 91 271.2 8.2 115
Beverages 158.5 4.6 165.7 5.0 96
Rice, Legumes 162.1 4.7 177.6 5.4 91
and Other

Fruit and Vegetables 237.1 6.9 217.3 6.6 109
Commercial goods 669.0 19.4 574.6 17.4 16
Other uz.s 3.4 134.6 41 87
(Food and Beverages)

Pharmaceuticals 611.1 17.8 594.7 18.0 103
Services 10.3 0.3 1.4 0.3 90
Total 3:441.4 100.0 3,294.9 100.0 104

Observed by product group, the highest sales growth was
achieved in the group of Meat and Meat Products in the
amount of 18%. Sales growth was also achieved in the product
groups Podravka Dishes (6%) and Fruit and Vegetables (9%).
Commercial goods achieved a 16% growth. A 9% drop was
recorded in the sales of Rice, Legumes and Other Products,
resulting mainly from the sales drop in the Czech Republic.
Sales drop also occurred in Beverages in the amount of 4%.
The sales of Vegeta and the sales of Baby Food, Sweets and
Snacks were kept at the year 2004 level.

In the year 2005 Vegeta received one more creditable foreign
award, “Superbrand” 2005, in Russia, competing with 1033
other brands. Vegeta was given 385 points out of 400 and is
among the 388 brands which have gained the right to carry the
label “Superbrand” on the Russian market. During the year
2005 a new image of the Vegeta packaging was introduced

and a new product Vegeta Mediterranean was launched,
containing not less than seven types of Mediterranean herbs,
and following the specific culinary quality Croatia enjoys as a
Mediterranean country. The highest sales growth during the
year 2005 Vegeta achieved on the market of South-East Europe.
The Fruit and Vegetables group of products realised a high 23%
growth during the year 2005 on foreign markets, mostly due to
the growth on the markets of South-East and Central Europe.
This year was marked by the expansion of the condiment
product palette with the introduction of a new product
“Ketchup hot”, “Ketchup mild” and “Ketchup” foodservice with
dispenser. In November 2005 the campaign “Hot or Mild” was
conducted for which the agency “Imago” won second place

at the International Advertising Festival (Mm1aF) in Moscow.
Podravka products also received some prestigious awards

on the Zagreb Autumn Fair, the “Quality Medal 2005” for
vegetable sauces “Relish” and “Salsa”, and “Peach Light Jam”
and “Sour Cherry Filling”. In September 2005 a cooperation
agreement was signed with the company Vegafruit from
Bosnia and Herzegovina in the field of processing, distribution
and export placement of fruit and vegetables.
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Meat and Meat Products realized a total sales growth of 18%.
Sales on foreign markets increased 12% while on the market
of Croatia it reached 20%. Growth on foreign markets was
mainly supported by a 17% growth on the markets of Western
Europe, Overseas Countries and the Far East. In the year 2005,
the American inspection prolonged the license for Podravka’s
meat industry, assessing it with high grades for acceptance.
The products were confirmed to be at the highest food safety
and quality level, which means that Podravka will continue to
export her products to the American market. In the year 2005
Podravka was granted the naraL certificate proving that the
production processes and products meet food standards for
the people of Islamic religion. This certificate will allow even
stronger penetration on foreign markets. Beef goulash and tea
sausage received awards for quality “Croatian Creation” and
“Croatian Quality” respectively.

in mil. HRK 2005 2004

MARKETS Amount % Amount % Index 2:4
Croatia 1,828.9 53.1 1,769.1 53.7 103
South-East Europe 789.2 22.9 723.0 21.9 109
Central Europe 470.0 13.7 487.8 14.8 96
West. Europe, 218.3 6.3 201.3 6.1 108
Overseas, Far East

Eastern Europe 134.9 3.9 13.8 3.5 19
Total 3,441.4 100.0 3,294.9 100.0 104

On foreign markets the highest growth was recorded on the
market of Eastern Europe in the amount of 19%. “Food and
Beverages” achieved a 15% growth mainly supported by the

growth on the strategic market of Russia in the amount of

20%. Vegeta recorded a growth of 5%, baby food 59%, while
the sales of soups recorded a growth of 40% on the market

of Russia. Stronger penetration of “Pharmaceuticals” on the

Russian market resulted in sales growth of 33%.

Sales in South-East Europe (seE) recorded a 9% growth, of
which the majority of 11% was achieved on the market of
Bosnia and Herzegovina and 35% on the market of Serbia.
“Food and Beverages” in skE realised a 9% growth. The sales
of Vegeta remained at the sales level of the year 2004, while
growth was recorded by Podravka Dishes (2%), Processed
Fruit and Vegetable Products (28%), Commercial Goods
(18%) and Meat and Meat Products (9%). “Pharmaceuticals”
achieved a growth of 8% mostly due to the growth on the
markets of Bosnia and Herzegovina and Slovenia. During the
year 2005 Podravka signed partnership agreements on the
market of South-East Europe with the company Vegafruit
from Bosnia and Herzegovina for cooperation in the field of
processing, distribution and the export placement of fruit
and vegetables, with Swiss Lion Takovo for cooperation in the
field of production on the markets of Serbia and Montenegro
and an agreement for the distribution of Agrocomerc
products on the territory of Bosnia and Herzegovina. The
markets of Western Europe, Overseas Countries and the Far
East recorded 8% higher sales compared to the year 2004,
which is mainly the result of the growth of Commercial
Goods sales by 25%, Meat and Meat Products by 17%, Vegeta
by 1% and Podravka Dishes by 33%. A sales drop was recorded
only on the market of Central Europe in the amount of 4%.
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Sales per Market
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Structure of operating
costs/expenses

This drop was mostly the result of sales drop in the product
group Rice, Legumes and Other Products, which compared
to the previous comparative period had a 10% shortfall.

The sales of Vegeta remained at the level of the year 2004,
while a 27% growth was achieved in the group of Fruit and
Vegetable Products. In autumn Rieber Food Polska s.a. and
Podravka International Export-Import sp. z 0.0. established a
strategic alliance in the segment of sales and distribution on
the Polish market which was also extended to the Hungarian
market. On the Polish market the companies integrated their
sales forces which now count 150 employees. This strategic
agreement will apart from stronger brand position for both
companies result in savings in sales and distribution. All
foreign markets account for 46.9% of the total sales which

is 0.6 pp more than in the year 2004. The sales share on

the market of the Republic of Croatia reached 53.1%. Sales
realised in the year 2005 totalled 1.83 billion HRrK, 3% more
than in the comparative reporting period. The highest growth
was achieved in Meat and Meat Products in the amount of
20%, Commercial goods 16%, Podravka Dishes 4% and Fruit
and Vegetables 1%. A drop was realised in Beverages in the
amount of 5% and Vegeta 2%, while Baby Food, Sweets and
Snacks remained at last year’s sales level. In the year 2005

the Croatian market was characterised by further trade
consolidation and therefore, key accounts participated in total
sales with 80% which is three percent more than in the year
2004. Further expansion of private brands, customer demands
for specific packing and stronger marketing activities in trade
chains have created additional pressure on product prices.
Concentration has also marked the hotel industry where,
during the year 2005, two interest groups of hotels appeared:
Association of Small and Family Hotels (ommn) and Croatian
Association of Hotel and Restaurant Owners (HUH). In April
2005 Podravka signed a long term business cooperation
agreement with nun which anticipates classic cooperation
but also joint efforts on the improvement and creation of the
gastronomic offer in tourism.

in mil. HRK 2005 2004 adjusted

COST/EXPENSES Amount % Amount % Index 2:4
Costs of goods sold 2,104.5 62.6 2,003.0 63.5 105
Sales and distribution 899.4 26.7 812.3 25.7 m
costs

General and 3592 10.7 339.6 10.8 106
administrative costs

Total 3,363.1 100.0 3,155.0 100.0 107

The highest growth (11%) was recorded in sales and
distribution costs which account for 26.4% of the net sales and
is 176 Bp more than in the year 2004. This growth is mainly

the result of higher marketing expenses due to increased
marketing activities in the second half of the year. General and
administrative costs recorded a 6% growth, but if we exclude
the single instance (extraordinary) effect on cost increase in
the year 2005 (additional provisions for legal disputes and
changes in accounting policies), the observed costs show a 10%
drop. The share of general and administrative costs in net sales
accounted for 10.4% and remained at the year 2004 level. If
the mentioned single instance costs are excluded, the share of



general and administrative costs in net sales accounts for 8.9%
which is a drop of 143 Bp compared to the year 2004. Costs of
goods sold showed a 5% increase compared to the year 2004.
The share of costs of goods sold in the net sales accounts for
60.9%, remaining at the year 2004 level.

Sales increase in the amount of 4% resulted in the increase of
gross profit by 5% maintaining the gross margin at the year
2004 level. The EBITDA margin is lower by 228 Bp compared to
the year 2004, while the T margin is 178 Bp lower. Net profit
amounts to 62.6 million Hrk which is a 15% drop compared
to the year 2004. The net margin is lower by 43 sp. If we
exclude the negative single instance effect on the year 2005
profit (disclosed in column 3 and column 6) arising from the
application of new accounting policies and the negative single
instance effect of additional provisions for legal disputes in
“Pharmaceuticals’, EBIT was 16% higher with a EB1T margin of
4.7%, net margin of 3.6% and net profit of 124.8 million HRrk.
Earnings per share totalled 11.74 HRk. Return on capital was
3.3%. Return on assets was 1.8%.

2005 before

adjustments 2004 before
with new adjustments
1as and 2004 with new Change Change
in mil. HRK 2005 provisions adjusted IAS (2/4) (3/5)
Sales revenue 3,441.4 3,441.4 3,294.9 3,294.9 4% 4%
Gross profit 1,336.9 1,340.0 1,291.9 1,306.6 3% 3%
EBITDA 308.4 385.5 370.3 384.2 -17% 0%
EBIT 85.5 162.5 140.4 154.3 -39% 5%
Net profit 62.6 124.8 74.0 84.2 -15% 48%

2005 before

adjustments 2004 before
with new adjustments
1as and 2004 with new Change Change

Profit margins in % 2005 provisions adjusted IAS (2/4) (3/5)
Brutto marza 38.8 38.9 39.2 39.7 -36 BP -72 BP
EBITDA marsa 9.0 1.2 1.2 1.7 -228 BP -46 BP
EBIT marza 25 47 43 47 -178 BP 4 BP
Netto marza 1.8 3.6 2.2 2.6 -43 BP 107 BP
in mil. HRK Food and Beverages Pharmaceuticals
SBA 2005 2004 Changes 2005 2004 Changes
Sales revenue 2,820.0 2,688.9 5% 611.1 594.7 3%
Gross profit 985.3 942.3 5% 354.0 352.4 0%
EBITDA 186.9 244.5 -24% 18.2 123.0 -4%
EBIT 8.5 53.1 -84% 76.4 87.2 -12%
Net profit 10.6 19.4 -45% 51.4 54.4 -6%
Profit margins
Gross margins 34.9 35.0 -10 BP 57.9 59.3 -133 BP
EBITDA margin % 6.6 9.1 -247 BP 19.3 20.7 -134 BP
EBIT margin % 0.3 2.0 -167 BP 12.5 14.7 -216 BP

0.4 0.7 -35 BP 8.4 9.1 -74 BP

Net margin %

325

Profitability of the
Podravka Group

Profitability per Strategic
Business Area






3,441 billion kuna in total revenues



62.6 billion kuna in net profits









6% growth on foreign markets



19% growth on the markets of Eastern Europe
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5 kuna dividends per share



total investments in 2005 of 136 million kuna
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Report of the Podravka d.d.
Supervisory Board

On the grounds of Article 263, item 3, Article 280, item

3 and Article 300 c of the Company Act, the Supervisory
Board of Podravka d.d., has on its 23rd session held on
31% May 2006 brought the following on the Supervision of
Business Affairs of Podravka d.d. in the year 2005.

This report covers the period from 1 January 2005 till

31 December 2005. The Supervisory Board of Podravka
d.d. (hereinafter referred to as: Supervisory Board),

in compliance with the authority established by the
provisions of the Company Act, the Articles of Association
of Podravka d.d. and the Supervisory Board Rules of
Procedure has continuously supervised the conduct of
business affairs of Podravka d.d. during the year 2005,
making decisions and conclusions on five sessions held in
the year 2005. In the process of supervising the business
affairs of Podravka d.d., the Supervisory Board during the
year 2005 discussed many issues concerning the affairs of
Podravka d.d. and its subsidiaries.

The Supervisory Board established a Remuneration
Commission which in 2005 held two sessions and
appointed the Internal Auditor of the Supervisory Board.
During the period from 1 January 2005 till 31 December
2005, the Supervisory Board consisted of the following
members: Bozo Prka, Marko E¢imovi¢, Milan Artukovic,
Marijan Cingula, Goran Gazivoda, Boris Hmelina, Ksenija
Horvat, Barica Macan, Franjo Maleti¢, Darko Ostoja and
Duro Zalar.

On the grounds of having insight into the management of
business affairs of Podravka d.d., the Supervisory Board
ascertained that in the year 2005 Podravka d.d. acted in
compliance to all laws, Podravka d.d. acts and decisions of
the General Assembly.

The Supervisory Board examined the report of the auditors
PricewaterhouseCoopers d.o.0. Zagreb, Alexandera von
Humboldta 4, who had reviewed the financial reports

of Podravka d.d. and its subsidiaries for the year ended

31 December 2005, and accepted the submitted auditor’s
report. The Supervisory Board after examining the Annual
Report of Podravka d.d. and its subsidiaries about the
business affairs and company position for the business year
2005 submitted by the Management Board of Podravka
d.d., has established that the annual financial reports of
Podravka d.d. and its subsidiaries for the year ended 31
December 2005 have been prepared in compliance with the
business records of Podravka d.d. and its subsidiaries and
display accurate data of the property and state of affairs

of Podravka d.d. and its subsidiaries, and has therefore
granted its approval, accordingly.

In accordance with the provisions of Article 300 b of

the Company Act, the Supervisory Board has submitted
the annual financial reports to the General Assembly of
Podravka d.d. for approval.



The following documents are an integral part of the financial
reports of Podravka d.d. for the year ended 31 December 2005:

a) Profit and Loss Account of Podravka d.d.

b) Balance Sheet of Podravka d.d.

¢) Cash Flow Statement of Podravka d.d.

d) Report on Podravka d.d. capital changes

e) Notes accompanying the financial reports of Podravka d.d.

f) Profit and Loss Account of Podravka d.d. and its subsidiaries
g) Balance Sheet of Podravka d.d. and its subsidiaries

h) Cash Flow Statement of Podravka d.d. and its subsidiaries

i) Report on capital changes of Podravka d.d. and its subsidiaries
j) Notes accompanying the financial reports of Podravka d.d. and
its subsidiaries

k) Auditor’s Report by the auditing enterprise
PricewaterhouseCoopers d.o.0. Zagreb, Alexandera von
Humboldta 4.

The Supervisory Board has approved the Report of the
Management Board of Podravka d.d. on the position of Podravka
d.d. and Podravka d.d. and its subsidiaries and has forwarded it to
the General Assembly of Podravka d.d. for adopting.

The Supervisory Board has approved the draft decision of the
Management Board of Podravka d.d. on the distribution of profit
for the business year 2005 and has forwarded it to the General
Assembly of Podravka d.d. for adopting.

President of the
Supervisory Board
BoZo Prka. M. Sc.
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Independent reviewers agree: it’s totally ok to cook with heart.
Honestly, we didn’t charm them with our soups.
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REFORT OF THE alUDITORS TO THE SHAREHOLDERS OF PODRAUER od, Koprivnicas

Wa bawe sudited the scoompanying consolidated balanoe sheet of Podrsuls dd and its subsidiaries Uhe “Group®? as 8t 31 Decarmber 2085, and

o statermants of ncorme, cash flows and changes in shareholders’ eguity for the year then ended These flnancial

statermants set out on pages £ to 48 are the responsibility of the Mansosment of Podesols dd Tthe “Cornpang™l Dwre responsibility is

i
Pl
1

sprEEE an opinion on th

o

dards on Auditing Those Standards reoguiere thet we plan and perforem the sudit

TP, O

i

caes Fras of mmaterial rolsstatarnent fn audit dncludes

g test basis, evidence supporting the srmounts and disclosures in the financial statemeants fn audit sleo includes

prrinciples wused and siognificant estirmates made by mansgernent, a5 weell s sevalusting the overall flrencial steternent presentation He

balisue that owr sudit provides 8 ressonable basis for owr opinlorn.

I owr opindon, the consolidated flnencial statermeants present fairly, in sl meterial respects, the filnencisl position of the Group as et 31

Decernber 2805, and the resulis of its operaetions and its cash flows for the gear then ended in sccordance with Internationsl Finencisl

Faporting Standaeds,

ﬁawaﬂ/‘éowl&;opf}(

Fricewsaterhouseloopers doo,

Sagrak, 1B March 286



Ciry thowssands of HERED Mote SEEE SRS

B

Cost of goods sold
Gross profit

]

';.7
Ofher adpenses &

Oparating profil

Mat finanoial i1

Frofit bafors Tax

Inoormes Tax axpenss 1

Mat profit

Earnings per share
- Basio 14 L7 e JEREE N
= Pilusbed 14 1148 Ke 1R Fe

The consolidated financial statermants set oul on pages £ to 45 were approved by the Managerment Boaed on 15 Marck 2088,

Fraesident of the Manasgerment Board

Diabin Marineo



COMZOLIDATED BalaMCE SHEET A AT 21 DECEMEER Zogk
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COMZOLIDATED STATEMENT OF CHaAMGES IN EQUITY FOR THE YEAR EMDED 31 DECEMBER Zogk

Ciry thowssands of HERED Mote Sk Fatained

capital Rezarves SHNINGE Total

Balance at 1 January =3 TS 17738

Forelgn sxchangs differences

Cret incorme recognised directly in eguityl - 11121 - 1141
Mat profit for the
Total recogrised lncormes for 2

2E141
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COMZOLIDATED CASH FLOM STATEMENT FOR THE YEAR EMDED 31 DECENMBER 2865

Yeame sncded 3 Decsrmber
Ciry thowssands of HERED Mote SR SRS

Cash flowes from operating activitiss

Cash generated from operations 31 AT
Tas paid (R
Interest paid A8, FE7

fAoguisition of sguity interest,

et of cash soguired -

Furchese of tangible and intangible sssets 18,17 C1E4 5870 CIEL 4880

Lormg-tarrn Loans glven and deposits PRt CEd
Fepagrmant of Long-term Loans given and deposits
Furchase of trading securitiss 15 LE BT
Sale of trading sscuritiss SRS
Short-termm Loans given and deposits -

Fepagrmant of short-term Loans gluven and deposits -

Imbarast recsived -

Dividarnds recsived ERE 43

Fayment of bonus from retainsd earnings -

[12B.E0a] [131,35220
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HOTES TO THE COMSOLIDATED FIMANCIAL STATEMENTS FOR THE YERR EMDED Z1 DECEMEER Zogk

HOTE 1 - GEMERAL INFORMATION

Foderauks prebeambens industeids oo, Fopeluonics Ohe Cormmpangd 1s incorporated in the Bepublic of Crostis The Cormpany and its subsidiariss

Cthe Groupd sre manufacturers of & owlde renge of foodstuffs, non-alookholic beverages, pharmaceuticel and cosmetic products In sddition

to Droatia, the Groun bas production facilitiss in Poland, the Crech BEepublic, the Stowak Bepublic and Slovenia More than helf of overall sales

Lised in Cantral and Eastern Buropsan countriss,

The Cormparsd 1 domiciled in Boprivnios, |

A et 31 Decermber 2805, the Company’s s Listed on the public jolnt stock cormpany Listing on the agreb Stock Ex

HOTE 2 - SUMMARY OF SIGHIFICANT AaCCOUNTING POLICIES

The principal sccounting policies adopted in the preparation of these consolidated financial staterments are set oul belows Thass policies

Fave baeen consistently apelisd to sll the ysars presented, unlass otherwise stated,

: of preparation

The consolidated firencial steternents of the Group hewve besn preparaed in sccordance with Internstionsl Finencisl Beporting Standards

CIFRESY The consolidated flnancial staterments of the Group have been prepared wunder the historicel cost corvention Caoouisition costl, as

rrccdifiad by the revalustion of financial e et falr velus through profit or Loss,

The preparation of financial steaternents in conforrmity with IFES reguires the use of cerdtain oriticel scoounting estimetes

i

It elso reoguires

m
(u
=
i
B

rransgaErmant o exercize ity judosment in the process of applying the Group’s scoounting polict srens rvolving 8 highsr deore

i

of judosrment or commplexity, or aress wherse sssumptions and estimates sre significant fo the consolideted financiasl statements, are

cizclosed in Mobts 4



fAdoption of Mew or Bevized Standards and Interpretations

Cartain e IFRZ: becarme effective for the Group from L January 2885 Listed below are those new or ameanded stardards or interpratations,

wahich are or in the Tuture could be relevant to the Group's oparations and the nature of thelr impact on the Group's acoounting policiss

AL changes in sccounting policies were spplisd retrospectively with sdiustrments made fo retained sarnings st 1 Januery 2084, urnless

cbbemrosiss cdescribecd belows,

21 Presentation of Finenolal Steterments

]

s 1 fravisad 288

IAS 2 revised 2831 Inventoriss

Iss 8 frevissed 28030 Accounting Policies, Changes in fccounting Estimetes and Errors
Ifs 18 revised 28631 Buvents after the Balance Sheet Date

Iss e frevised 20851 Property, Plant and Bguiprent

IS AT frevised 2803 Lasssas

Ins

21 Drevised 20831 The Effects of Changes in Foreign Exchangs Eates
Ins 24 frevised 20831 Related Party Disclosures
Iss 27 frevised 20831 Consolideted and Separatse Finencial Staterments
Ing 28 frevised 28631 Investrnents in Associates

Ifs B2 feavized SE0E) Firenoial Instruments Disclosurs and Pressntation

Iss 33 frevized 20851 Earnings per Shars

]
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Iss 38 frevised 20847 Intangible f



s ared Finsmoial Lisbilitiss

L
i
i

IsS 3% drnendrment frevised 28841 Transition and Initial Becognition of Finanoial
IfS 48 frevised 20831 Investrmeant Properiy

IFRZ 2

el SEEAT Shere-based Paygrments

SEESD Businsss Combinations

r.s

IFRZ 2

IFRL sod SEESY Insurancs Dontrachs

IFRS B SEEAY Hore-ouwrrant fesets Held for Sale and Discontinusd Dperations

IFRIC 1 lissuss sisting Decormmissioning, Bestoration and Similar Lisbilities

IFRIC 2 fissued 28040 Marmbers’ Shares o Do-opaerative Entities and Similar Instrurments
SIC 18 frevized 208403 Consolidation - Special Purpose BEntitises
The sdoption of the sbouve new and revissd standards had oo mmeterial effect on the Group's policies or owaes oot relevant to the Groug's

= A5 1 Draevissd Z863 2 taternent presantation and other disclosures.

- IHS 24 Dravis iorof related parties, specifically, Key mansgerment compensation informetion has bean added

- The adoption of IAS 35 revised 20841 has resultad in & change in the scoounting policy relating to the classificetion of financial ;

fair wvalus theough peofilt o loss
= The adoption of IFRS E Shore-basaed payrments has resuliaed in & changs in the socounting polioy relating to the disclosure of share option rights

= The sdoption of IFRS E, I8S 38 frevised 20047 arnd IR 28 frevised 280840 resulted in & changs in the scoownting policy for goodeeill Ceat out belowdd

= Thee sdoption of IFRES B resulted in different classiflostion srdd rosssurement of nos-ourrent sssets held for o salse

g to 31 Decermber 2084, gooduwdll was amortised using the steaight-ling rmethod ouver its estimated useful Life U8 yearsl The Group ceased

armortising goodwdll on D Januery B80E Acocwmubated smortisation was eliminated sgeinst the cost of gooduwill on 1 Jarnuary 2085 Goodueill

dmbes

i

im o tested for drnpaeiement sonually, orowihen there are indications of impairement sleo at intarim belance sheet



g to 31 Decemmber 20084, costs from wvaluation of share option rights in the ncorme stetermant and the corresponding changes in fTotal soguity

P not been disclosed In Ling with the transitionsl provisions of IFES 2, the Group hes eesteted cormparative filgures for the previous

pariod in order o discloss

- costs arising from options after ¥ NHovernber Z8EZ, which have not vested as at 1 January Z8ES

- copts arizging from options, which were outstanding a2 at 1 January 20085,

The sdoption of IFES 2 resulisd ind

Imoreass in shars prammiurm Un thousano Fes 3,
Inorease in genaral and sdministrative & 1L7Ee 1E2r
Decrense in baslo earnings per share [in HEED 1174 1 Ed
Decraense in diluted earnings per share Uin HRERD 1148 1345

AL changes in the accounting policies have been made in accordance with the transitionsl provisions in the respective standaeds AlL

standards adopted by the Group reguire retrozpective application other thar

~IAS 21 - gooduwill and fair value adjustrnents arising on the acquisition of & forelgn entity are prospectively traa

= arnd Liabilitiss

b
=5y
s
s
if
gy
En}
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igr entity and translated st the closing rete In 28084, gooduesdll was careied st historical cost denormmineted in forelon currenoy
ard translated using the sxchangs rate ot the date of fransaction

= Ifs 38 - does not reguire th

= &8 at Falr wvalus theouwgh profit or Loss’ of previously recognissd

Fimanoial &

Standards, interpretations and ameandrents o published standards that are not yet affs
Cartain new standerds, smeandments and inderpretations to existing stendards have besn published that sre mandatory for the Groug's

socounting periods beginning on or after 1 Januery 2808 or Leter pericds but which the Groug bas oot early sdopted, ss followes!



~IA5 1% (Arnendrment], Bmploys

Gl Since the Group bas no defined banefit plans, this armendrment s

rrod ralauant

~IAs 38 (Arnendrment], The Fair Uslue Option feffective from 1 January 28881 This amendrmeant changes the definition of financial

instrurnsnts o

sifisd st fair valus theough peofilt o Loss and restricts the ability to desionete financial instruments as part of this

category. The Group belisves that this amendroent should not have s slgndficent irmpact on the classificetion of finencial instrurments, as

the Groug shoubd be able to cormply with the aroended oriteris for the desionation of financisl instruments et fale velus theough profit or

Loms, The Groug wsdll spely this sroendment beglnming 1 January

~Ifs 38 (Arnendrment], Cash Flow Hedge Aocounting of Forecast Intragroup Transactions feffective from | January 20881 This srmendmeant

ig not relevant to the Group’s ocperations, as the Group does not use derivative financisl instrurnents for intragroup transactions.

~IA5 38 and IFRS 4 (drnendrmeant], Finesnciasl Gusrantes Contracts feffective from 1 January 20881 This srmendrmant reguires issused financial
guarantess o be initislly recognised st thelr fair valuse and subseoguently roessured a3t the higher of! (e the urermortized belancse of the

ralated feas received and defereed, and (bl the sxpenditurs reguired to ssttle the comrmitrment st the balance shest date Managerment is

still considering the mpact of this amendrmeant,

~IFRES 1 ffrnendrmantd, First-Times fAdoption of Internationsl Finenoial Beporting Stendards leffective from 1 January 288281 This armendmesnt

iz not relevant to the Group's operations

= the Groug is not & first-tiroe adopter of IFRS



= IFRES & and IFRS & (Amandmentd, Bxploration for and Buslustion of Minsral Besources leffective from 1 Januery 28881 IFRES & and relatec

armendrment are not relevant, as the Group doss nob carey out sxploration sctivitises for minerael Fesouross,

- IFRS ¥, Finsncisl Instruments! eclosures leffective from § Jarnuary S8E7LIFES ¥ introduces new disclosures o improwve the information

about financial instrumeants, It reoguires the disclosure of gualitative and guartitative irnformation sboul sxposure o risks arising from

financial instrumeants, including specifisd mindrowrn disclosures sboul oredit risk, Louidity risk oand mmarket risk, including sensitivity

analysis o market risk It replaces discloswrs reguirermeants in IAS 32, Financial Instruments! Disclosurs and Presentation The Groug weill

apply IFRS T beginning 1 January 2087, and the related irnpact is still under consideration by managemeant,

= frmendrment o I85 1L Pressntetion of Finencisl Steternents - Capitel Discloswres leffective from 1 Janusry 20871 The armendment to IS 1

imtroduces disclosures about the Level of an entity’s capital and how 1t rmanaoses capital, The Group ass irmpact of the armendment

bo A L s concluded thet no additionsl disclosures ore necs

=, &5 the Group doss oot hawee ooy specific

= 85 21 CArmendrmentd ~ MHet Investrent in & Forelgn Operation leffective from 1 January 28881 This arnendmeant reoguires forelgn exchangs

gains and Lo 2 o guasi-eguity inter-company loans o be reported in consolidated souity sven iF the Loans are not in the functional
curranoy of either the lender or the borrowesr, Cureently, such sxchange differences are reguired to be recognised in consolideted profit
o Loss, It aleo extends the definition of et irvestrment in s forelon operation’ to includs Losns betbwesn sister cormpanies. This smendmeant
iz not relavant to the Groug’s operations.

- IFRIC 4, Deterrmining whather an frcanogement contains s Lesse laffective from 1 January 28881 IFRIC 4 reguires the deterrmination of

o the substance of the arrangemeant, whan! el fulfilrmeant of the areangemeant

iz depandent on the use of & specific asset or assets; and (b1 the sresngement conveys & right to use the assetlsl Managerment iz still

considering the impact of IFRIC 4 to the Group’s operations



- IFRIC B, Rights fo interest arising from Decormmissioning, Bestoration and Envirormental Behebilitation Funds leffective from 1 Jarnuary

sSEgel IFRIC B is not relevant to the Group’s operations

- IFRIC &, Lisbilities arising from Participeting in e Specific Market - Haste BElectrical arnd BElectronic Egulprnent leffective from 1 Jarnuary

SEel IFRIC & i rot relevant to the Group’s operations

- IFRIC 7, fpplying the Bestaterment fpproach undee IA5 23 Firnencisl Beporting in Hyperinflationary Boonormies leffective from 1 Jarnuary

SEETLIFRIC ¥ is not relevant as the Group doss nob og

- IFRIC &8, Scope of IFRS 2 leffective from 1 January £

- IFRIC 3, Eas st of Brmbedded Derivatives (effectiuv " Tarndary SHE ilL considering the impact of IFRIC 2 on

the Group's opsrations,

22 Corsmolidation

Submidisries are all entities over which the Group has the powsr to govern the finencial and operating policies generally sooormpanying &

sharaholding of more than ons half of the voting rights ard effect of potential voling rights that are currently sxers

o cormsartible are considered wihsn ssing whsther the Groug controls another entity Subsidisries are fully consolidated from the date

o wbich control i freansferred to the Group, They sre de-consolidated from the date that control ceas

The purchasse method of sccounting is ussed to scoount for the soouisition of subsidisriss by the Group The cost of an scguisition is

rrgasured 58 the fale valus of the s s, eguity instruments issusd and Lisbilitiss ncureed or ssswumed 8t the dete of sxchanges, plus

socuiead and Lisbilitiss and contingent Liabilitd surmed in & business

costs directiy attributable to the sooguisition Identifiable s

cormbination are rmessured indtislly et thelr failr valuss st the soguisition dete, irrespective of the extent of arg minority interest The

F the cost of scguisition owver the fair velus of the Group's share of the ide socuiired is recorded a5 goodusdll

EIEEE O EHI

subidiary scguired, the difference is recognissd

m

CMobe 283 IF the cost of soguisition is less than the fale valus of the net ass



staternant. Inter-cormpany transactions, balances and unrealized gains on ransactions betbween Droup companies are
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arEferead. Acoounting policies of

o Losses are aleo eliminested but considered an impairment indicator of the

subsidiaries have been changed where necsssary o ensure consistanoy with the policies sdopted by the Groug.

23 Segment eeporting

A buziness zagment i2 8 group of assels and oparations engaged in providing products or services that are subject to risks and returns

~gnt from those of other business segrments. A geographical segrnent is engaged in providing products or seruvices within
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& particular sconomio encirorrment thaet sre subdect o risks and returns thaet are different from those of segrments opsrating in other

SCOrTD snvirorrmants

2.4 Forelgn currencies
Cald Functional and presentation currenoy

Tterms included in the finencisl steterments of sach of the Group’s entitiss ore messured wusing the curesency of the primary soonomic

& functionsl curranow’l The consolideted financial stetermments are presanted in COrostian Buns

i
i

srpsdrorsment inowhich the entity operates UNth

CHERD, wihdch iz the Company’s functionsl and presentation ocurrenoy.

Chd Tramsactions and balanoes

Forelgn cureency transsctions are fransleted into the functionsl curcency using the sxchange rates preveiling s

tranzactions Forelgn exchangs gains and Losses resulling from the settlerment of such transactions and from the ranslation at ysar-and
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s
P
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-
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sxchangs rates of monetary sssets and Lisbilitiss denominated in forelon currenciss are recognised in the inoom



Lol Groug oormpanies
The results and finanoial

transtated into the pressntation currency as followves!
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O consolidation, exchangs differences arising from the translation of the net investrent in forelon operatior

ir shareholders’ eguity hen s forelon operation iz sold, ex

oy sl

25 Property, plant and sguiprmesnt
Froperiy, plant and eguipment iz included in the balance sheet at historical cost less

sencditurse that iz directly stiributable to the soguisition of the items.

went costs are included in the asset’s carrying amount or recognised 83 8

SudbEe

that futurs scornormio banafits

ih

rapairs and maintanance are charged to the inoorm

B

:urdar construction are nob depreciated. Depreciation of othae

Lawd ared s

atlocats thelr cost ouver their = Depraecistion iz caloulated

its residual values IF significant.

st owssrs reoordsd in

soournubated depreciation Histord

azzets iz

For maok &

soEition of all the Groug entitiss thet have s functional currency different from the presentation currency are

closing rate st the date of thet balance sheet;

oorised &5 8 separate componant of eguity

v s takan o Translabion reseruess’

souity are recognissed in the inoorme st

cal oost includes

separate asset, 85 appropriate, only when it is probaeble

soisbadd weith the tberm woill flowe o the Groug and the cost of the iterm can be messured reliably 8L other

statarmaent during the finencial period inowhkich they are inoureed

caloulated using the straight-line method o

1=

g

ubly deprecisted or to



Deprecistion annuel rates based on estimated useful Lives are as follows

Buildings it 1 BRI R R
Eguipraent 288 - 3708

Sraesidual velues and usseful Lves are reviewsd, and sdijusted IF sppropriste, st each balance sheet date An asset’s carrying

e skl

s
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T
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armount i wreitbern down irmrmedistely fo its recoverable armount i ; et's carrying amount 1E greater than s estimatec

armount (Hote 271 Geins and Losses on disposals sre determined by comparing procesds with careging smount, These are included in the
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Gooduwill represents the excess of the cost of an sacguisition over the fair value of the Group’s share of the net identifiable

googuired subsidiary st the dete of soguisition Gooduwill on soguisition of subsidisries is included in intanoible sssets

Separately recognised gooduwidll s fested arrually for dmpairmment and careisd st cost less scowmulated dmpaiement Losses, Impairmeant

e on goodwill are not eeversed, Gooduwill is sllocated fo cashegenerating units for the purposs of mpairment fTesting The sllocation

iz mmade to those cashe-genaerating units that are sxpected to baneflt from the business combination inowhich the gooduwill srose. The Groug

stlocates goodudll to each business segmeant in each country inowhickh it operates (Hote 273

Gains and Llosses on the disposel of an entity includs the carrying smount of gooduwidll relating to the entity sold

iz = Lz 2

Cbd Licences and other rights

i

Licsrnoes and other rights relating to product distribution see shown st historical cost Licences and other rights have s findte useful LiF

ard are carcied st cost Less scownulated srmoetisstion Amortisstion 5 oceloulated using the straight-ling method to allocets the cost of

Licernoces and other rights over thelr sstimated useful Lives (5 ysarsl



Lol Cormputer soffvare

fAoguired computer softbwaere Licenoces are capltalised on the basis of the costs lnowreed Io sacguire and bring tTo uss the specific software.

Thase costs are armortizsed over their estimeted useful Lives (8 yearsl

o s biEation

zzats that have anindefinite useful Lifs sre not subdact fo srmmortization and are tested arnually for irmpairment, £

e ravisad for mpairmment whenever events or changes in clrownstances indicats that the carrging srount ey ot be recoverable, fin impairment

aesds b recoverable smmount. The recoverable armount i the highsr of an

Loss i recogrised for the armount by which the s

= cassebs are grouped st the Loweest Levels for which therse

bl goooduwellLY thet suffered an impairment are reviswsed

are ssparately identifisble cash flows loash

for possible reversal of the impairment st each reporting dats.

28 More-oureant nEs

Fasbod o osale

sifisd as held for osale and carriad st the Llowsr of carrying smount and fair velus Oess selling expenses], provided that

Mo ourrant

the carrying armount will be recoverable through subseouant sale, rather than theouoh continued uss.

258 Financisl sssels

23 the following bwo categories) 8t falr velus through profit or loss, and Loans and recsivables

i

The Group classifiss its financial

i
i
i
]

sification of its

The classification depends on the purposs forowhickh the firencisl ass sooguired, Managsment determings the ol

st indtisl recognition and re-sveluates this designation st every reporting date,

Firanoial ass



Cald Financisl assels

Thiz category includes Lasset iz classifised in this
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rasbized weithin 12 rmonthe of the balance shes

-+
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Chd Losns andd racsivables

Loans and receivables are non-derivetive finencial s o o determminable payrments thet sre not guotsd in an sctive market

Thay are included in current e =, axcapt foromaturities grester than 12 months after the balance sheet date Thess sre classifisd as

Fiorcurrent assets

Fegular purchases and soles of dnvestrments are recognised on trade-dete - the date onowhich the Group cormmmits o purchass or ssll

Hf

carried st fair wvalus through profit or Loss are initislly recognised at falr vaelue and fransaction costs are

starmant. Loans and receivaebles sre carrisd 8t srnortised cost using the effective interest method, Investrmeants

are derecogrised when the rights to receive cash flows frorm the nvestrments heve sxpired or have besn transferrad and the Groug has

transferred substantisbily sl risks and rewsrds of cwrnership

= arising from changss o the fair value of the Finanoial sssets ot fair valus through profit or Loss’ category, are prasaented

Gains or Los
i the incormes steternent within other geinsdlosses - net’ in the period inowhich they ariss
rrEnhE are bassd on ourrent bid peioss IF the roariet for s frencial asset is not aotive Dand Forounlisted

The fair valuss of guoted nvesinm

sacuritissl, the Group establishes fair velus by using valustion technigues. These includs the use of recent arem's Length transactions and
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rafarances o other instrurmeants that ae

oh balanoce sheet date whether there iz obijsctive sevidence thet & financial s

The Groug s

irmpairaed. Impairement testing of given Loans and receivables is desoribed in Hote 215



s certain propecty, plant and souiprment. Lesses of propeciy, plant and souiprment, wheare the Groug has substantislly sl the

The Groug Leas

riskE and rewards of cwneeship, sre classified s finance Lesses. Finance Lesses are capitalized st the inception of the leasse at the Lower

b walug of rodndruwrm Lease paygrments Each Lease payrment 15 allocated bebwesn the Liability

i)
o
r:'s
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i
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5
i
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s
ih
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of Fale walus of the leases

ard finance charoges 50 88 to achisve s constant rate on the balance culstanding The interest elamant of the finance costs is charged to the

incorme staternent over the lesse pariod The properity, plant and eguiprment sooguired under finance Leases are depraeciasted owver the shorter

of the ussful Life or the leass barem,

g resards of cwnership sre ol retained by the Group are classifisd as operating leases

Leasas whare the significant portion of risk

Fayments meds wnder oparating leasses iz over the period of the lease,

ra charged o the income statament on a stralghi-line ba

241 Imeenbories

Irmverntories of rew meterials, spare parts and trade goods are stated at the lowser of cost, deterrmined using the weighted averaos method,
o et realisable valus Met restissble valus is the estimeted selling price in the ordinery courses of business, less spplicabls varisble

salling expenses. The cost of work-in-process and findshed goods comprisss rawvs materisbs, direct Lebouwr, other direct costs and relatec

preoduction overhesds thased on noemel operating capacityl

Symall inventory and fools are expensaed when pul into uss,

218 Trade ardd Loan recslvables

Trade and Loan receivables are recognised initislly st falr value and subssguently messured 8t srooetised cost using the effective interast
rrmthod, Less provision for irmpeiement / provision for mpairmmant of recelvaebles is established when there s obdective evidence that

the Group will not ke able to collact all armounts dus sccording to the original terrms of receivables. Significant financial difficultiss



of the debtor, probebility thet the debior walll enter banbruptoy, and defoult or delinguenoy in paygrments are considered indicators that

‘g ooarrying aroount and the present velus of

stirmated future cash flowes, discountsd a2t the effective interest rate. The armount of the provision i recognised in the income statament

waithin “selling and distribution costs’

243 Cash and cash eguivelents

Cash and cash sguivelents cormprisse cash in hand, deposits held st call with banks and other short-terrn highly Liguid instrurnents weith

original maturitiss of thres roonths or Less Bank overdrafts sre included o current Lisbilitiss on the balance shest

214 Share capital
Ordinary shares are classified s eguity Inoremental costs directly sttributable to the issue of new shares or oplions are shown in eoguity

a8 8 deduction, net of tax, from the procesds,

ity share capital Craeasury sheresl, the consideration paid, including any directly stteibutable inoremental

Wiare the Group purchas

1 i deducted from eoguity attributable to the Cormpany’s eguity holders until the shares are cancellad, relssusd or

coshs et of dncorms D

disposed of, bhere such shares are subssguantly sold or relssued, sny consideration received, nat of any directly attributable incremeantal

transaction costs and the related incorme taw effects, is included in eguity stiributable to the Cormpany’s eguity holdsers,

215 Borrowings

OE & soognised indtially 8t falr value, net of Iransaction costs incureed. Borrowings are subssoguently stated 8t armortised cost;

Borr o ings are recognises

ary difference bebwesn the procesds Inet of transsction costsd and the redermption valus 15 recognissd in the noom [RIRT S o T
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imbarast rosthod
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pariod of the borrowings using the effectiy



ar unconditional right fo defer settlarment of the Liskility for at least

Borrowings are classifisd as current Labilitiss urlass the Group has

18 rmodihe after the balance sheet dats,

248 Deferead inoorns Tax

Deferred incorme e i provided in full, using the Lasbility method, on ternporary differences arising bebwessn the tax bas

Ligbilitiss arnd thele corryging srmounts in the financial stetermants, Howsver, the deferred incorms ta

imitial recogrition of an asset or Liskbility in & franss

rither scoounting noe faxable peofit or Loss Deferred incoms e is determined using tax retes fand Lawesd thet have been enacted or

ig raeabissd or the

substantislly enected by the belance shest date arnd are expected to apply when the related deferred lncormes ta

deferrad incorms Tax Lisbility is setiled

Deferrad inoormes tax sxtant that it is probable thet futurs toeable profit widll be susilable sgainst which the

termporary differences can be utilised

217 Ernployse benefits
Cald Pernsion obligetions and post-employrmant benefits

Ir the normel cowrss of business theough salary deductions, the Group makes payments to o mandatory pension funds on behelf of s

srmploysss 88 reguired by Law 8l contributions made to the mandatory pension funds sre recorded a5 selary sspenss when incurred, Thea

Groug doss not bave any other penslon scheme and conssguantly, has no other obligetions in respect of amployss pensions. In addition, the

Groug i nob obliged to provide sny other post-employgrnent benefits



Chd Tererdnation bansefits

Terrmination banefits are payable whern amplogmeant i terminated by the Group before the normel retirerment dete, orowhensuer an smployss

soocepts voluntary redundanoy in exchangs for these benefits. The Group recognises termination benefits when it is demonstrably cormmithed

toeither termineting the smplowrnent of cwreent employses scoording o s detailed formmal plan without possibility of withdrawsal or

preoniding termmination banafits as o result of an offer rmade o enoowrage voluntary redundanou.

ol Long-term employes benaefits

The Group recognises s Lisbility for Long-terr smployess benaefits Cublles swardsd svenly over the period the benefit i sarned based on

aotual years of service The long-term ermploges bernefit Uability includes sssurnptions of the LiKsely number of staff fo whorm the benefit

waill ke payable, estirmmated benefit cost and the discount rate.

Cedd Short-termm smployes benefits

This Groug recogrils s where contractuslly obliged orowhere there 15 8 past practicse that has orested & constructive obligetion

el Share-bazed compansation

The Group operates an eguity-settled, share-based compansation plan The falr valus of the ernployss services received in exchangs for the

o th

ih
i

giant of the options s recognised 88 an expanse. The total armount fo be expensed over the vesting period iz determinsd by referanc

fair value of the options granted, sxcluding the mpact of any noremaeket vesting conditions for exarmpls, profitebility and sales growth

surnptions about the nurmber of options thet are expeciad to beoormes exercls

targetsl Mor-maebet vesting conditions are includsed in

ravizes its estimetes of the nummber of options that are sxpected fo becormes exercizable. It recognises

4
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Ab sach balancs sheet ds

)

the mpact of the revision of originel estimates, IF ang o the incormes steternent, with & corresponding sdiustrment To sguity



The procsseds received net of any directly attributable fransaction costs are oredited to shere capital fnominal valueld and share premium

b the oetions are erercioe:

248 Provisions

= aprasent L

soal or constructive obliogsation

Frovisions for restructuring costs, warranty and Legal claims sre recognised whean the Group hs
a8 result of past evaents; 1Y is rmore Likely than not thet an outflow of resources will be reoguired to setile the obligetion: and the srmount

has baean reliably estima

st

Frovizions are measuread

218 Reuenus recoghition

Fauenus comprisss the fale value of the consideration received or recsivable for the =ale of goods and seruvices in the ordinary courss

of the Group's schbivities Revernue iz shown, net of velus-added e, estimated returns, rebates and discounts, Bevenues 18 recognissd

gz Followes:

Cad Sales of goods

Ircorms From the sales of CHEDGEE ETE P00 izad wihen the Grouy i Fas deliverad FE ducts to the custorner . b custormer has accented the

peodducts and colle - . et

Incorme from the retall seles of goods are recognised when the Group sslls s product to the custormer, Beteil sales are usually in cash or by

cradit card The recorded revenue includes oredit card fees payable for the transaction Such fess are included in distribution costs,



bt Sales of ssrwicses

Sales of services are recognissd in the scoounting period inowhich the services are renderad, by reference to completion of the specific

transaction a: a proportion of the total services to be prowvided,

Dol Inderast inooms
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Imterest incorme I8 recoghnissd on e Time-proportion basls using th

Codd Dhwddend dnoorms

Dividend income i recognised whean the right to receive payrment is established.

Cald Incorme from govermment subsidiss

Incorne from goverrrment subsidiss i recognised 8t fair valus wherse there 18 reassonabls s

sEurancs that the subsidy will be received and
the Growgn will cormply with sl related conditions, Income from govermment subsidiss i recognised in the period necessary o rmatch them

weith costs that are intended to be compeansated and is prasanted within other revenues in the incormes statermeant,

S Dividend distribution

Dividend distribution fo the Company’s shereholders is recognised 83 s Lisbility in fhe finencisl staterments in the period in owhich the

cividends are - Fraboloders,




HOTE 3 - FIMAMOIAL BISE MAMNAGEMENT
21 Fimancial risk factors

Cforelgn exchangs risk, oredit edsh, Louidity risk and cash flows interest rate

The Group's sotivities it toos wardety of finencial risk

rizgkl, The Group doss not heve s oweritien risk roenegement progearmrmes, but overell eisk meansgerment in respect of thaese risks i carried out

by the Cormpany’s Tressury depar-trment,

Cal Forelgn exchangs risk

ad to forelon exchangs risk arising from various currency exposuras, primarily with respect o

Thee Groug operates internationelly and is v

the BEURD and the USH Forelon exchangs eisk arises from futurs cormmmercial transactions, recognised assets and Lisbilities and net irnvestrmants

iry forelgn eguity and business operations.

Thee rmadority of the Group's forelon sales revenus and Long-termn debt is denormineted in BURDs, Therefore, movernents in exchangs rates bebweean

i

the BURD and Croatian Buns may have an impect on the results of future operetions and futuwrs cash flowe The Group doss ot use derivaetive

irmtruments to sotively hedge forelon exchangs risk ax

Chad Opacdid pisk

=, webhich potentially subdect the Group to concentrations of oredit risk peirmarily include cash, frede receivables and other

Dot f

raceivables, The Grouwp has no significant concentrations of oredit risk It hes policies in place fo ensurse thet sales of products are mads

to custorness with an appropeiste oredit history, Oredit risk weith respect to Loan receivables is Lirmited dus to the fact that all of the

Loans are secured by bank guerantsss from medor banks and collateralized sssets The Group hes policises that Limdt the srmount of oredit

soEure Toany finenciasl institution




Lol Liouidity risk
Frudent Liguidity risk managerment mpliss rmeintaining sufficieant cash, the svailability of furnding throuoh an sdeoguste amount of cormmmithed
cradit fFaoilitiss and the ability fo mest all obligations The Groug sims o maintain flexibility in funding by Eesping cormemitted oredit Lines

guailable, The Treasury department regulariy monitors savailable cash resouross.

fE the Groug hes oo significant interest-bearing assaets, the Group’s incorme and operating cash flows are substantislly indeperndent of changes

i rmarket interest ratas

i

v Do to cash flow interaest

Thee Group's interest rate risk srises from Long-term borrowings, Borrowinos issued a8t variable ra

spose the Group o fair velue interast rate riskl

rate risk Borrowings issusd at flxaed rates

Thee Group doss not uses derivetive instruments o sctively hedoe cash flow and fair velue interest rate risk ELIFE,

2 Falr valus estimation

The fair wvelus of finencial instruments traeded in sctive markets i based on guoted markest prices st the balance sheet date The guoted

e rnd bremched

= held by the Group is the current bid price The fair velus of financisl instruwmeants that

ket price wsed for flnencial ass

iman active market iz deterrnined by using valuation techniguss, The Group uses & variety of methods and roekes assumptions that are basec

dmk

if

o rrarket conditions existing et each balance sheet

The norminal velue Less irmpairmmeant provision of trade receivables and paysbles sre assurmed o apperosimets their falr valuss,

The failr valus of firnencial Lisbilities for disclosure purposes 8 estimated by discounting the fubturs contractual cash flows st the ocurrent

rrmrbet interest rate that i svailable to the Grouwp for similar financisl instruments,



HOTE 4 - CRITICAL aCCOUNTING ESTIMATES

iores of fulure svents that

Eztirmatas are

i
@

are baelisved fo be ressonable wnder the clrowmnstances, The Group makes estimetes anc

socounting estimetes will, by definition, seldorm agual the related actusl results The estinm

of causing & material sdiustrment to the carrying amounts of assets and Liabilities within the next financisl gear are discussed balows,

Cald Immpeirroent testing of gooduweilh
=¥

The Grouwp tests annuaebly wheather gooduwill has suffered any mpairmmeant, o aocordances with the sccounting policy stated in Hote 27, The

racoverable armounts of cash-gensrating units have besen determinsd based on wvalus-ir-uss celoulations, These caloulations reguire the

wee of sstimates (Hote 170 IF the revissd estirmated gross margln 8t 31 Decermmber 2085 weas 18X Lowsr than manaosment’s estimetes st 31

Decernber Z80E, it would not result with an mpeirement charge for the Group IF the revised estirmeted pre-tax discount rate spplisd fo the

dizcounted cash flows was 18X higher than rmanagerment’s estimates, 1T would not result with an impairenent charge for the Group.

(il Other Long-term ernploges banaefits

Imlire weith the collective baroaining sgraesrmeant, the Cormmpany and certaln subsidisries within the Group provide jubiles swerds to emeploysss,

For- the present wvelue celoulation of these bernefits, the Group estimetss employss turnover based on pest trends and determines the

appropriate discount rate bass

o o currant market conditions Heese the discount rete and smploygss turnover used fo differ by 185 from

rrmrRgErmant estinm

shas, the careying armount of the related Liability would not be significantly different from that recordsd



ol Legel claimes and disputses

Frovisions for Legal clalrms and dizputes are recorded bazed on management’s estim

u,

te of probeble Losses after consuliation with Legal

counsel, Based on existing Mrowdedos, the outoormas of futurs Litigetion are reassonebly estimated and provisions are made, 17 it iz estimated

Lariss frorm futues Litigation or oub-of-court settlaments

i

that potantial Los:

HOTE & - SEGHMENT INFORMATION

Frimary reporting format - business segment

i

At 31 Decernber ZBES, the Group is organised on & worldwide basis into thrae busines

L Marufacture and wholesale of food and beverages

2 Marnfacburs snod wholesele of medicines

Total
Do £
st Ban

robhousancds of HERED

s

Oparating profil

Fimamos ooshs

Frofit befors inoorms b SLETE FELELE SR a2 REG

Trvomowrs b s = E 38

Frofit for the usar 1343 B EEE SR

The segrment results for the year ended 31 Decarmber 28085 are as follows:
Food and Total
ERELILTEE G oLl

Ciry thowssands of HERED

L EE

lﬁ
i

Oparating profil
Fimamos ooshs R A830 CLE Sl -
Frofit bafors incorms Tax 348 [ ) =
Trvomores b s FoSEE Ol BEEn -
Frofit for the usar RS 3R 35 BV




Ok seormant arns included inothe dnoorms statermeant are s

Pa
i
iy
En}
o
1
i

Ciry thowssands of HERED
Depraeciation

Madicinss Sl

Fongn

Arnortisation
Irmpmirrosnt of goooduweill - - -

Irmpairrnent of frade receivables

Festructuring costs - ferminetion benefits 33681 1481 -

The ssogment sssets and Liskilitiss

Ciry thowssands of HERED

sebs sxcluding gooduwedll

Ciry thowssands of HERED

Madicines

FRE4E4

Todal
Ligkbilitiss

Capital sxpenditurs

arondary reporting formet - geographicel segrments

i
B
i

EE

i

Lin thousands of HERD

Croatia

South-aastarn Burops

Carntral Burops

Western Burops, oversaess and Orient
Eastarn Europs

Total

Sales are sllocsted based on the country inowhick the custormer is located,

Total
IR alwir] £

1811

Total
Do £

Feooad mmd

FMadicirss

A mnd capital sxpenditure for the ygear then ended are oz follows
Total
IR alwin] £

rribEr SHEE oo capltal sxpenditues for the gear then ended are o follows

Derices

=815

i

Total
GPQUQ



Hor-current assets

Cir thousands of HEED
Croatia
South-aastarn Burops
Carntral Burops

Wast
East
Total

ih

e BEurops, overssns and Orlent

i
i
i

B o

s ars allocated based onowheres

Tx:ut.;;!. Bk

Capital investrnents
Ciry thowssands of HERED
Croatis

South-aastarn Burops

Carntral Burops
Western BEurops, oversaess and Orient LS 181
Eastarn Europs - i
Tokal 138,228 131480
Capital sxpenditurs i sllocsted based on where the assets 5
HOTE & - OTHER LOSSES - HET

Lin thousands of HEED SEES SEEg

Gains on sale of financial s
at fair wvalus theough profit or

Galnssllozse:

Foreion saxchangs Los

HOTE 7 - OTHER REUENHUES
Ciry thowsands of HERED SEEE =
Gowssrenmant subsidiss 2.REs ER

Dividdarnd recsived ARk FeE

Irberast from time deposits and customses

Interest from given Loans IFE EE
Cithar 338 e
HETY 1E48E

e oo atad



MOTE & -~ OTHER EXPEHSES
Ciry thowssands of HERED

Interest from supplisrs 5,403
Loan receivables written of f - ZAEe
Db - E7ER

11,388

HOTE &~ EHPEMSEDS BY MHATURE

s HERD

Faws rmaterisls, conswmnables and

=k

Depreciation and amortization
CHobe 18 and 172

ShmfE o Cimbe 180

Changs in inventoris

Ciry Thousar

yﬁr“n:xr"'ql,g l..'i:":‘.'ix x__‘;_x__"l‘ sxjj‘ ux:n:x

of weork in

: s findshed goods

it ut
fAoduertising and promotion costs
Mainternanos

Transportation

Farntal oo

Met provisions for trade receivables
Cithear

MOTE 18 - EMPLOYEE COSTES
Ciry thowssands of HERED
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A et 31 Decermber D805, the number of srmplogsss by the Group owveaes 71810 2864 72

bl Group scorusd Terrminetion banefits for 88 employses, of which termination benefits have bean paid fo 48 amployss:

goorusd and paid to 258 emmploysesl



HOTE 11 - FIMNANCTIAL BEPEMSE
Cir thousands of HEED
Interest sxpanss from

el
bxx
fxnd
i
fxx
fxx
e

Lorg—tarr borrowilngs RS 3 B CEEEED
Interest sxpanss from

short-termm borrowings [RERCIS I PR T

Interest sxpanse from 1ssusd

bonds and other [18,EEs] [14,1153
Maet foreion sxchanogs gains

Frowm borrowings (Mote 130 SR s

Total

MOTE 12 - IMCOME Tax
Cin thowsancds of HEED SEEn
Currant dnoorms Tas i mal

Deferred tax (Hote 271 5,72l iva

: Fel boassn

Ciry thowssands of HERED SEEE
Frofit bafors taxation [ERE )
Taw calouwlated st weighbed

e ans Loy : applicable
toprofits in the respective countriss

Incorme not subdect o fax

U'!:i‘_i"s:xf:] Y I 1_:._‘1;;
Cureant dnoorms Tas
Defaread inoorms tax loeeditespenss

Tasw charogs

Uirmabilizsed tax Llosses in the armount of HER S AEd HER 4LEEE thousandd are not recoghnissd as deferred

babanos sheael, 55 10 i uncertain thet suffician

artities will be realissd soainst which these defe

iy ke utilised The s s LoEses ey be utilized until 2018 In 2884, the Croatian tax suthorities have corried out a full-scope tee audit

of the Cormpang’s inoom

ard VAT returns for the periods 2085 and 2

authoritiss may



at arid tTime inspect the Company’s books and records within 3 ysers subseguent to the year inowhich the e lability is reported, and may

irmposs additional tax szrments and penaliiss Simdler regulations sxist for other Group subsidisries The Group’s managernent s not

awsare of any clrowmstances, whickh may give rise to s potential meterial Lekbility in this respect.

HOTE 13 - MET FOREIGH EHMOHAMGE GAINSSCLOSD
Forelign saxchangs gainsdllos:
Cin thousands of HEED
Otk Lossas - net (Hote 83 [F.2RE CEFEdd

s FelLeovass

Fimanos sspenss (Mots 110 SRR

HOTE 14 - EARMINGE PER SHARE
11 Basic earnings per sharsa
Bazic sarnings per share i caloulated by dividing the net profit of the Groug by the welghted sverags numbesr of ordinsry shares in issus

curing the ysar, sxcluding ordinery sheres purchassd by the Company and held as freasury shares,

Mat profit sttributable to shareholders (o thousands of HRRKD

Waighted sverage number of shares

Bazic sarnings per share (in HEED

21 Diluted sarnings per share
Dilute :m"mr"n:;:; i shaes s oalouleatbed

Mat profit sttributable to shareholders (o thousands of HRBRKD R B e
fAdjustrnents for share options Z1EEFE

Weighted sverage nurmber of shares in issus
For- diluted sarnings per sharse g e R N R R
Diluted sarnings per share (in HEED il4a 1345

HOTE 1B - DIVIDEMDS PER SHARE

A Jume ZEEE, the Cornpany’s Generael Assembly reached 8 decision on the distribution of profit for the finencisl yesr 28084 by approving

pagrment of dividends on ordineey sheres in the gross aroount of HEE 2088 per share, totalling HEK 26888 thousand, During 2885, dividends

e not been fully paid Unpaid dividends sre included in other Lisbilities (Mote 2B



HOTE 1o - PROFERTY, PLANT AND EQUIPHENT

Ciry thousands of HERD
fit 1 ey 2064

Vo arcsd 31 Decsrmbear

Opening net book srmount

Effect of changes in forelon exchangs rates
fdditions

Tramsfar

Dispo
Trrpairrnent
Deprecistion
Closing ret book armount

Fr I Decernbear 2084

FAoourrialated depereciation

Opening net book srmount

Effect of changes in forelon exchangs rates

Trrpairrnent

Transfer to sssets held-for-sale (Mote 183
Deprecistion

Closing net book armount

fit 31 Decernber 2005

Comt

FAoourriadlated depreciation

Mat ook value

Groug buildings and Land wveorth HEE 820288 thousarnd (28840 HER 3EE272 thousandd have bean rmoet

Lard s
buildings

Ldeg el

(3325420

1,750,100

E27,5E5

[ v vl
S e i

LEel7dl

[1LB23E52e80

[B,7EE] -
{82450
(114720
[el.2v3

LizvEis

elvl
(445687

CFmE, e

LizvEis

Eouiprnent construction

congrEes of

Tobal

(E43)

33ATE

(LEe7 4087

1,600 T

IBITE

sirst the Group's borrowings,



Laazed tangible
Ciry thouzands of HEED

Cost of capitalized finance L

EEEEE

fAoocurmulated depreciation
Mt book valus

HOTE 17 - IMTANGIELE ARSETS

At 1 January 2804 Gn thousands of HERT  Goodweill

Lot 52,4

(131830

Aocurmulated armortization
Plest bvokd wimbues

vear anded 31 December 2004

Dpaning net book amount 70 0g7

Effect of changes in forelgn exchangs rates -

FAodditions S0 3
Transfar B
Irmpmirrnent chargs Cz EEE
Disposals B

froortisatiom a5

Closzin i ook memouaed e \ aEE

Lot 2,460

focurmiulated amortisation £2E,6EE)

Mat book valus I

Yaar ended B Decermber 265
Opaning ret book armount 26,205
Effect of changes in forelgn exchangs rates
Fodditions 3
Transfar B

Disposals B

etz held-for-zale (Mote 182 -

+

fArnortization B

a3
o
fice]

£
]

Clozing net book armount

At 3 Decernber 2085

fAoournulated armmortisation

Mt book valus 27 @96

wrarehouse managerment,

il & i

D2.me
(21,BE5d

L8 4800

£4.373

iELELE
LR IeE

FE,431

= in intangible assets primarily relates to an upgrade of the

mance Leaze comprize the

Followsing

Distribaation
Total
SELIEE

- [od, 1540
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Irmpmirrnent tests for gooodusild

Goocbedill iz sllocsted to the Group's casheoenerating units (00UsY aoouired in previous years, namely Lageis, Ceech Bepublic and Thal Ioe, Pored,

Croatia The stated C0Us are included in the business ssgrmeant food and baverages. The recorded gooduweill balance sz st 5 Decammber i as follows!

Ciry thowssands of HERED SEEs SEES
Lagris 24,878 2 5ET

Ital Ice ZeEls

The recouverable smount of 8 cashegenereting unit i determined bassd on velus-in-use caloulations, These caloulations use cash flow

peoiEctions zacd on financisl projections approved by management. Certaln assumptions have been used for the analysis of sasch cashe

gensrating wolt within the businsess ssegrment Managsment determined the budostsed gross maegin based on past performance and ifs

iornE forthe mmarket developrment, The welghted sverage orowth rates used are consistent with the forecasts included in industry

raports The discount retes (42585 used are pre-ts specific risks relating to the relevant segrments. In 26884, gooduwilll mpairmeant

wvans recorded for Hal-ice in the armount of HEE hiowzand based on revised management projections of fulurs opsrating results

MOTE 18 - HON-CURRENT ASSETS HELD FOR SALE
Ciry thowssands of HERED SEEE

Buminss

o
fxn
fxx]
e

: praimises in Mnes Domaood

Sheaat, Kopeivnios (Hots 183 L -

Eguiprment and intangible

Eopriveicoks Tiskarnios oo,
CHotes 18 and 173 G.E1E -

Fropariy in subsidiaey Podeaoeks KEL

Budapest (Hote 181 71
Total

S AE an adijustrmant o fale valus of this propes s weas recordad in the smount of HEE Y24 thousand,




HOTE 13 - FIMNARCIAL ASSETS AT FAIE UALUE THROUGH PROFIT O LO2S
Cir thousands of HEED SEERE

Lorng-tarm investments!

Irnvestrnents in sscurities

ETL doon, =
B0 OZRA doa 16 -

Movernents during the yesr are as followes!
Ciry thowssands of HERED SEEE

Opaning ret bookl valus

fAodditions S0 [

Dizpozals Al L3582

Fair valus adijustrments

Effect of foreign sxchanos rates 15
Closing net bookl valus SEETTE

S Total sdditions includs the following

1_&1
by
e

= Iry Jarwary and Ootober 2805, the investrmeant in BTL dooowss inoressed by the armounts of HEE L2EE thousand and HEK 52524 thousand 0

HEE 14,199 thousandl, a2 part of the capital inorease in BTL The eguity interaest of &

rarmsined unchanges

= I Howvernber 2885, the Groug mads an eguity contribution in the company BED 0ERA doo in the amount of HEE 188 thousernd, fs 8t 31 Decermber
- bhe eouity interest in the stated cormpany was 285

=~ ft the beginning of 2084, the Group pald-in an sdditionsl srmount of HEBE 18,288 thousand a5 an inoreass in the investrment in Dinowve doao
Sl Total disposals includs the following

= I fugust and Septernber 2885, shares in the following companies were sold Gospodarsho Meeditne banka dagreb, Croatis osiguranis

Zagrak, Bivisrs Holding Pored and Istarsks Breditne banka Urnag.

salue of HEE 12,0880 thousand was sold 8t s price of HEE 20,288 thousarnd, and

= Iy fpgpeil 288, the entive interaest o Dinovs doo with s book

the difference bebwean the sales price and the book valus in the srmount of HEE L3088 thousand was recordsd 828 8 gain from interests sold

ek DModbe 80

sz part of Obher Los




Firarnoial te et fair valus includs the following securitiss

Ciry bhaoss

Listed seouritias
=

- Shares of Crostis osiguranis

- mbares of |

= Shares of Bivisrs Holding Pored

Ulbishes

- Shares of IKE Urmag

HOTE 26 - IHUENTORIES

Lin thousands of HERD

Faws rmaterisls and suppliss
Work in progress

Firished goods

Trade gooods

it 1E rmade of dermaged and sxpired inventories A s resull, & provision 12 mads for such inventorises

At each balances sheet date, an as

wabiick srmounted to HEE 1174 thousand in Z805 (2804 HBE P48 thousandd and were included in cost of gooo

sobod i the dnoorms staterment



MOTE 21 - TEADE AHD OTHER RECEIUVABLES
Ciry thowssands of HERED

el
bxx
fxnd
Pl
fxx
fxx
e

Mor-ourrent recsivables S0

Fliats and sale of flats wvis loans Z.E28 FESE
Otk nore-cuweraent receivaebles and deposits 18,17 FoAlE

Tt Bt

ot
i

51}
ot
fxxl
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i
e

Currant recsivables
Traode recsivables LT 3
Lezs Provisions for dmpeirrosnt S0 e Evvl
Mat trade recsivables FEEMALT
Billz of sxchanos received s e

Frapaurnsnts

Ok brads recsivables SUHL RS

Short-termm Loans gluen ik 4

2RE.el7

S The fair valus of nore-ocurrent receluvables sperosimates the carrying smounts, since the stabed interest retes reflect market rates.

il In B8R, & net sxpense in the srmount of HEE I8UE fthousand (28040 HER 17,2534 thousandd was reslissd for the impeirmment of trads

raceivables, which waes included in "selling and distribotion costs’ In addition, HEE 28,808 thousand frade receivables were sliminatsd,

thosanodl

wabiiok bave bean provided forodn ssrliser perilod:

SiiiSTber recsivablas recorded 58 et 31 December 2085 sre s followes
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Ciry thowssands of HERED
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Arrounts dus fromm ssttlemean

Cithear SEET 9,708

HOTE 22 - CASH ARD OARSH EQUIVALENTS
Cir thousands of HEED

Dok with banks

Chasgues received

Dapoesits




HOTE 23 - SHAREHOLDERS' EQUITY
Oycirary Share Trensury

EHE T shares Total

Cim S5 Kl

fAt 1 January D884 1 A1

fxx
fxx]

'f'x:l

Furchaese of treasury shares

Sale of treasury shares EREEN - -
Ermployss share options

=~ options exercised g1 - - 1EIEY
=~ fair walus of options - - 18,217 -
ft 3 Decaernber 2004 LEET.IEE LESE.8E] ey I CELIEDD
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ot
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At 1 Daruar

" ORIy
b

i SE
Furchase of treasury shares fek Fell - - £
Ermploysse share options
=~ options exercised i SRS - UE e SE g
=~ fair walus of options
ft E Decarnber S80S LEEE.RAT LESE.80]

[imETE

1:1

At the Commpany’s shere capital srmounted to HER LE28 080 280, distributed among 5428,
ard BA2008E sharesl The norminal velus amounted to HEE 388 per share ALL issued sheres are fully paid
i ficoording tTo the decizion of the Crostisn Privetisetion Fund in 2884, the capital was noressed by issuing 2598 new shares with a

rirmidral value of HEE 208 per share Thasse shares relate to the veluation of Land in Sagreb, fitr'yja!«:ﬁ i the srmount of HEE 2875788, whickh weas

ot includsd in souity duridng the Company’s privatisstion process in 15335

Share options
Options for the purchase of Podeavis dd shares are granted to mambers of Managerment and certain executive directors of Podeauka dd,
Belupo dd and Derdos doo in sacoordancs with the applicable BErmplogrment contracts, The sxercise price of the granted option eguals the

guarans share price of the Company’s shares per the Zagreb Stock Bxchange in the yesr the option iz granted lemplogsss of Belupo are

entitled to 8 purchase price of 88X of the average pricel The vesting period normally starts at the beginning of the business year. Opltions



apd Sooired Ceach businsss gear, The vesting period s one year, The exercise period iz from 3 o B years after the and of the ysar o when

thay weere granted, Based on historicel practice, vpon terrminetion of emplogrent the opbions vest rmemediately snd can be sxercisaed © to 12 mmonths,

detarmmined by the Terrmdnetion contract The Cormpany has no legel or constructive obligation to repurchase or settle the options in cash,

Movernents in the nurmber of shaes options outstanding and their related welohisd sverage exercise prices are as follows

m

gl Options i

Lin HEE  Oruwmmber of Lin HEE
g sharel optiomsl  per shaeaeld optiorsd
212370 ielEl 273,538
o4.854 1FEE] e ke

- 16757 (15,67
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Thee fair waelus of options granted dueing the period deterrmined using the intrinsic value rmethood weas HEE B3 thousand (20840 HRR 887 thousarndl



HOTE 24 - BESERUES

Iy thousands of HER R E

fAt 1 January S804 ARETE

e ] of Loms i
Diviclernd [:.ului -

S
L

At 1 January 2885 L 47,831 2,454 22473 gziez
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51}
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Trarsfar b0 ressrus

Forsion e::-::-:f';aru:xe differanoss - - SOETE - SLETE
ft 3 Decernber FEan B141s BETE 2 EdT LR )

Both Legal ressrves Umaintained at five percent of the Cormpany’s share capitall and tressury share ressrves are maintained as reguired by
the Crostian Cormpany Leaws Thase reseruves are non-distributeble, Other reserves mainly cormprizss stetutory ressrves recorded in scoordancs
waith the Cormmpanu’s statubs,

A Aooording tTo the decision of the General Assernbly of Podrauks dd in June 2885, the Commpany’s profit for 2004 waes sllocated tol Legal

g armount of HER LEE8 thousand, reserves for fressury shares in the armount of HEK 2188 thousand, and other reserues in the

ﬂi;
i
i
if
i
':‘",_
it

aproidnt of HER D448 thousand, In 2805, s acditional srmount of HER 8,784 thousand (2884 HRBE 7848 thousandl was ransfaerrad to obher ressrves

i acoordancs with the Statutes of certaln Group companises,

argral fzssmbly in July 2084, the Cormmpany’s loss was coversed from other ressruves in the

Py

b Fooording to the decision of the Cormpany's

apmoidnt of HER 2958 thousand

HOTE 25 - TRADE AMD OTHER PAYABLES
Lin thousands of HEED

Trade paysbles

Other payables JU7




A Other pagables are as follows
Cir thousands of HEED SEERE
Salardies and other payrments o ermploysss £ 551
Dividend payable
Interest payable on borrowings R

Taxes and contributions pa

= el b
T FES

FPurchass of sguity intara:
Db

MOTE 2& - BORROWIMGS
Ciry thowssands of HERED AR S
Horeourrant borrowsings

Bamkis in Drostis 7 =
Barks in foreign countriss 113,517

Bords izsusd ERERE N B 3

Firmanos Leass 16 BEs

Current nl Fior of norecurrant boreousin oE [1EE, TR

Currant boreowings
Elakis
Currant portion of non-cureent borrowings
by

Total boreowdn oE

Total secured borrowings of the Group amount to HRK 467 €

fEE thousandl, Bank i::n::rrrnnlﬁq— mrE e k‘f;;! P

Lard arnd buildings of the Groug The exposure of the Groug’s borrowings o interest rate changses based on the contractual repricing dates

b the balanos sheet da

r'!"

il
f}u

s are a5 Followes
Cir thousands of HEED S
& ormonthe or less =

18 rnonths L IRE 5L




The effective interest

Foderauka Groug SEEn

Horeourrant borrowsings
Barnkz in Croatis ERsis
Barks in foreign countriss
Bornds issusd

Finanos leass

Currant borrowings

Barks

O

fxn

JE OR -%
i

fxx]

Bonds izsusd

In Februsey 28084, the Compang issusd 2V8 million bonds in the

Fabruary S887. Short-term borrowings from Zaorebadha banka

through bonds ssued and the remaining srmount of HEE 1S
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fxn

278 mmillion, with & nomminal value of EUR 1 and maturity in

Bamkla in the bobal semound of HBE B2 smdllion wers closes

rrillion weas used to inorease cash on the Company’s gleo aocount,

fs et 31 Decermber 2805, the balance of Liskilities for bonds issued was transtated using the mid-market sxchangs reate of the BUR ard was

pacordad i the sroount of HEBE D220 reillion The interest

goorued interast not yet

b

ds srmountad o HER B8 snillion (2084

spamrEs for ZEOE aroounted fo HER 108 mdllion (28840 HRE 87 milliond, of wihich

27

SOET emilliond, wbich is recordsd undse Tother Llabdlitiss’ (Mots 2B



The carrying amounts and faie velus of the nore-ocureant borrowings are as follows:
Carrying srmounts Fair values

SEE

oy

x5

A ;,
;‘. ]
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e
a1
fxx
fx )

i

Cir 888 kel Ciry B85 Kl
Horeourrant borrowsings
Barnkz in Croatis

Barks in foreign countriss SFELE HEATE
Bods issued SEFARE SETARE
Fimanos Lenss 15 Rk e 1k EER

i A R SET L EEE

The fair values are based on cash flows discounted using & rate ba e EREKL The careying amounts

s o the borrowing rete of 425 K 028

of short-tarm borrowings spprosimatse thelr fair valus

The carrying amounts of the Groug’s borrowings are denominated in the following currenciss
Lin thousands of HERD
HEE

ELUR

Cthear

The Groug has the following undeawn borrowsing
Cin thousands of HEED SEE
Flosting ratal

=~ Eupdrirg within one ysae 1EG EG

spire within one year They comprise cuerent borrowings granted on s eevoluving basis for the purpose of

The borrowing facilitiss

financing termporary reguirermsnts, and they are repayable from cash inflowes,

HOTE 27 - DEFERREED IMNCOME Tak
Cir thousands of HEED SEEE
Deferrad s
Deferred tax Lisbilities




Dafaread = e recognised for baw Lo

b raanbized theough futue

Fossrnsnts o the defereed noorns tax aooount are s fo

Ciry thowssands of HERED

pad
fxx )

i

Baginming of the ysae LEE

234 CELE
Foreign sochangs differences 13 3

el

oo tae oraditlewg

B of the ysae

HOTE 28 - PROVISIONS
Ermployss

s fits

At L Daruary D8ES -

ot
i
i

1]
i

Foditions

Foreign saachangs differences

Uead during year

At 31 Decernber JHE5
Aralysis of tobel provisions
Moo rsnt Rt 11
Dot EIREET:
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g
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a3
s
ey

ey

Lagal procssdings

REastruo-

i

iz probable smounts recorded weill

Todal

EARC

I the ordingey cowrses of business, the Group companias wers defendants and plaintiffs in s rornber of pending Legal procesdings. Menagemeant

Pl

bambimoss that

b ouboorms of these Legal procesdings will not give rise o any

Foowmand wadll be used durlng 2808 and HEBE 2548 thousand during 26

sigrificant Loss begornd the srmounts provided st 31 Decermbear

Short-terrm provisions prirmaeily eelate o oan oubstanding Legael sult relating to the ferrmination of & forelgn distribution sgresmeant Thea

preonsision ncludes both principal srmount olaimed and related peneliy interast



Ermployss benefits
This provision comprisses estimated Long-term ermploygss benefits relating to dubiles swards, s defined by the collective baroaining

sgresiment I is sxpected that HER 2181 thousand wlll be wsed during 2888, HEE 5845 thousand by 2018 and the remalning amount

Festructuring

During ZEE%, & provision was made for terrmination benefits for srmploysss of the Group cormpany Sane doo, Hode, Slovenis, dus to the
ralocation of production to Mopriveics The provision of HER S housand 15 e y utilized during the first helf of 2088

HOTE 28 - COMMITHENTS

I 2085, the purchese costs of tangible fleed assets contracted with supplisrs amounted fo HEE 212687 thousand for the Group (26840 HRE

x"‘l“

G158 thousand for the Groupd, wihdch are no

Thee futurs pagmeants vabicbes, forklift trucks and refrigeretor showe-cases are as followes!
Lin thousands of HEED
Mot Later than 1 ysar D, mndg

Later than 1 usar and not Leter than & gears

MOTE 28 - COMTIMGEMTIES
Ciry thowssands of HERED

Legal procssdings R 21Enn
Guarantess SRS = T
EEA40 diobos

P

Hin)
i
=
i
E

ted, contingant Liabilitisas have not been recognissd in the balance sheet, as Man

With respect fo legel proceedings and guarantess grar
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HOTE 31 - CASH GEMERATED FROM OPERATIONS
Cir thousands of HEED

Mat profit
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HOTE 33 - EUENMTES AFTER THE BALANCE SHEET DATE
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We were in a kitchen without heart... You just can’t cook without heart.
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Ante is 36 years old.

He lives on the coast of the Adriatic Sea.
He and his family love to eat what we make.
This is his story.
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Who cooked up this trouble?



Bozo Prka,
the President of the
Supervisory Board

Marko E¢imovié,
the Deputy President of the
Supervisory Board

Darko Ostoja,
the Supervisory
Board Member

Duro Zalar,
the Supervisory
Board Member

Mr Bozo Prka was born in 1958. He graduated at the Faculty
of Foreign Trade of the University of Zagreb and won his
master’s degree at the Faculty of Economics of the University
of Zagreb. He was sales director and later financial director
of Diona, Zagreb, financial consultant for the consulting
company Progres and tax and accounting advisor at TEB
Zagreb. In the year 1992 he was appointed assistant to the
Minister of Finance of the Republic of Croatia and in 1993
Deputy Minister of Finance. Mr Prka was Minister of Finance
in the Government of the Republic of Croatia during the
period from 1994 till 1997. He was awarded the title Minister
of the Year in 1996 - an annual award presented by the
magazine Central European. In 1998 he became president

of the Management Board of Privredna banka Zagreb. Mr
Prka has participated and spoken at many conferences

and seminars organised by the European Council, EFFas,
Euromoney and Wall Street Journal.

Mr Marko E¢imovi¢ was born in 1947. He graduated in 1969
at the Faculty of Economics in Osijek and in 1999 completed
the postgraduate scientific studies at the same faculty. He
started his career in Podravka in 1970 as planner-analysist.
From 1975 till 1979 he was director of the Organisation and
Distribution Sector and from 1979 till 1983 director of the
Investment Planning Sector. He was director of Ro Podravka
- Belupo from 1983 till 1986 and from 1989 till 1991 member of
the Management Board of Podravka responsible for economy,
accounting and information technology. Mr E¢imovi¢

was advisor to the president of the Management Board of
Podravka d.d. from 1991 till 1996 and since 1998 he has been
advisor for the Financial Sector. He was especially engaged

in the company evaluation and transformation process as job
holder during the period from 1990 till 1994. Mr E¢imovi¢
has won several public honours and awards for social and
economic development. He is fluent in German.

Mr Darko Ostoja graduated at the Faculty of Mechanical
Engineering in Zagreb. In 1991 he completed the
entrepreneurship course at Babson College, usa and in 1994
passed the examination for brokers in Zagreb. From the
beginning of his professional career he has been engaged in
entrepreneurship in the private sector. During the period
from 1980 till 1990 he was owner and leader of the company
Meting from Cakovec, engaged in the production of spare
parts, haulage and reconstruction of industrial plants, with
120 employees. From 1990 till 1995 he was co-owner and
director of the consulting company Consult Invest d.o.o. from
Varazdin, and since 1995 he is the co-owner and director of
the company for security transactions 1.c.F. d.o.o. Zagreb. His
field of business is entrepreneurship and management and

he has led significant business projects, especially numerous
acquisitions of which many have involved the entry of
international capital and know-how into Croatia. Mr Ostoja
planned and was in charge of one of the largest Croatian
international ventures - the take over of the company Elan in
Slovenia. He is fluent in English.

Mr Duro Zalar was born on 5 April 1949 in Kalinovac. He
finished grammar school in Zagreb in 1968, graduated at
the Faculty of Food and Biotechnology, Zagreb in 1974 and



won his master’s degree in the field of biotechnology at the
same faculty in 1990. He started his career in Podravka d.d.
in 1974 performing the following duties: from 1974 till 1980
technologist in Research and Development, from 1980 till
1983 technical director of the Soup Factory and from 1983
till 1988 its managing director. From 1988 till 1991 he was
director of the Food Industry, from 1991 till 1997 member of
the Management Board of Podravka d.d., from 1997 till 2001
director of Investment Projects and since 2001 the director
of Quality Control and Technology Development. He is
fluent in both German and English. Mr Zalar is a member
of the Management Board of the Croatian Business Council
for Sustainable Development, member of the Biotechnical
Foundation of the Faculty of Food and Biotechnology,
Zagreb and member of the Management Board of the Food
Technologists and Nutritionists Club in Zagreb.

Mrs Barica Macan was born on 30 August 1949 in Brest
Pokupski, Municipality of Petrinja, where she finished
grammar school in 1968. She graduated at the Faculty of
Agriculture of the University of Zagreb in 1973 and in

the same year started employment with “Agrariacoop”

d.o.0. Zagreb as senior financial officer. In 1977 she joined
“Veletrznica i hladnjac¢a” d.o.o. Zagreb as senior officer for
plan and analysis where in 1978 she was appointed leader

of Bookkeeping and a year later head of the Financial-
accounting Sector. The company “Veletrznica i hladnjaca”
d.o.0. Zagreb was a part of “Unikonzum” d.o.o0. Zagreb but in
1990 “Veletrznica i hladnjac¢a” d.o.0. Zagreb was announced a
public enterprise in a 100% ownership of the City of Zagreb
for reasons of common interest. Since 1990 she has occupied
the position of financial director. In the year 2000 Ms
Macan was appointed deputy principal of the Municipality
Office for Economy of the City of Zagreb. However, in 2001
she returned to “Zagrebacka veletrznica” d.d. as financial
director. She was member of the Supervisory Board of
“Hladenje” d.d. Zagreb, member of the Supervisory Board
of “Trznice Zagreb” d.o.o0. and member of the Supervisory
Board of “Elektroinstalacije” d.d. Zagreb.

Mr Marijan Cingula graduated at the Faculty of Economics of
the University of Zagreb in the year 1975 and in 1985 won his
master’s degree in economy, at the Faculty of Organisation
and Informatics, Varazdin, where in 1992 he became Doctor
of Information Science. From 1977 till 1980 he worked for
Zagrebacka Banka, branch office Zabok. During the period
from 1980 till 1995 he was assistant and assistant-professor

at the Faculty of Organisation and Informatics, Varazdin.
From 1995 till 1998 he was assistant director and director at
Varazdinsko trziste vrijednosnica d.d Varazdin (today the
Varazdin Stock Exchange). He led the process of organisation
restructuring and trade development from classic to

modern stock trade based on automatic order matching in
the electronic system or1s (On-line Trading Information
System). From 1998 till 2001 he was director and founder of
the Office for Development and Entrepreneurship, vApEa
d.o.o. Varazdin. He established an independent consulting
company for business consulting, restructuring, organisation
and manager training (1990). As fulltime associate in the
education of managers he has worked for the Croatian
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Barica Macan,
the Supervisory
Board Member

Marijan Cingula,
the Supervisory
Board Member
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Boris Hmelina,
the Supervisory
Board Member

Franjo Maletic,
the Supervisory
Board Member

Goran Gazivoda,
the Supervisory
Board Member

Association of Employers, Ra¢unovodstvo, revizija i financije
d.0.0. (Accounting, Audit and Finance) and peLFIN d.o.0.

Mr Cingula is the author of the first Croatian secondary
school textbook for the subject Entrepreneurship for
secondary commercial schools. Since 2001 he again started
working at the University of Zagreb, and at present he is

full professor for the disciplines “Strategic Management”

and “Organisation Design” at the Faculty of Organisation

and Informatics, Varazdin and leader of the postgraduate
scientific study “Business Systems Management”. Mr Cingula
has attended many specialisation courses abroad and worked
in the organisation of numerous scientific and professional
gatherings, both domestic and international. He is the elected
president of the association “Croatian Accountant”. He is
fluent in English, Russian and German, married and father of
three children.

Mr Boris Hmelina was born on 17 March 1945 in Zagreb
where he completed his primary and secondary school
education. He graduated at the Faculty of Economics of

the University of Zagreb and gained the title of graduate
economist. In March 2000 he passed the state examination
for bankruptcy commissioner at the Ministry of Justice,
Public Administration and Local Self-government. From
1970 till 1975 he was assistant director of the General Affairs
and Human Resources Department at the company “Nikola
Tesla” Zagreb and until 1977 head of the General Affairs and
Human Resources Department of up Borongaj. From 1977 till
1979 Mr Hmelina was commercial director at the Freshwater
Fishing Board of Yugoslavia and from 1979 till 1988 director
of the agency Naftagas-promet Novi Sad for Croatia, Slovenia
and Bosnia and Herzegovina. During the period from 1988
till 1991, Mr Hmelina was commercial director at CHROMOS,
factory for synthetic resin, Zagreb where from 1991 till 1997
he performed the duties of president of the Management
Board. Since 2002 he has been bankruptcy commissioner of
many trade companies and in the year 2003 founded (and
became director) Hmelina and Associates, a public trade
company for performing bankruptcy commissioning services.
He is fluent in English and has passive knowledge of Italian.

Mr Franjo Maleti¢ was born on 21 May 1951 in Ferdinandovac,
Municipality of Durdevac. He graduated at the Faculty of
Law in Zagreb and from 1972 till 1983 he worked for Sloga
Export Import. He was director at jaT (Yugoslav Airlines),
from 1983 till 1987 of jaT Zagreb and from 1987 till 1991 jaT
Canada. During the period from 1991 till 1993 Mr Maleti¢

was director of INA TOURS, from 1993 till 2000 director of
Golden Marketing and from 2000 till 2001 assistant director
of Vecernji list. Currently, he is president of the Management
Board of Vjesnik d.d. He is fluent in English and Russian.

Mr Goran Gazivoda won his master’s degree at the Faculty

of Economics of Zagreb in the field of economic science

in 1978. From February 1975 till March 1977 he worked on
export jobs (Astra Masinoimpex trgovina Zagreb) and during
the period from March 1977 till July 1978 on international
credit transactions, loan approvals and client operations
(Ljubljanska Banka, Zagreb). From July 1978 till August 1982
he was assistant director of the Ljubljanska banka - London



Office. In the period from August 1982 till 1986 he led the
affairs of the international credit department at Ljubljanska
banka, Ljubljana. From September 1986 till April 1996 he was
the deputy president of LBs Bank - New York responsible

for strategic business planning in the marketing and

credit department. From May till October 1996 he was the
representative / managing director for operations in Zagreb

- Creditanstalt New York, responsible for opening the Bank’s
business in Zagreb. From October 1996 till December 1997 he
was branch office director of the Creditanstalt Zagreb Office.
During the period from January 1998 till December 1999

he was deputy president of the Management Board of Bank
Austria Croatia d.d. Zagreb and from January 2000 till June
2001 president of the Management Board of Bank Austria
Creditanstalt Croatia d.d. Zagreb. During the period from
July 2001 till June 2003 Mr Gazivoda was president of the
Management Board of nvs Bank Croatia d.d. From July 2003
till April 2004 he was deputy president of the Management
Board of Splitska banka d.d. Since April 2004 he is deputy
president of the Management Board of nvs Splitska banka
d.d., member of the Supervisory Board of rrL d.0.0. and
member of the Executive Board of the Croatian International
Chamber of Commerce and chairman of the General
Assembly of the Croatian Association of Banks.

Mr Milan Artukovié¢ was born in 1934 in Klobuk near
Ljubuski, Bosnia and Herzegovina. He graduated at the
Faculty of Economics in Zagreb. Before coming to Franck he
worked for Badel, Zagreb. From the total number of 45 years
of service, he spent 32 years at Franck, as managing director
for 28 years and 3 years as commercial director. Mr Maleti¢
is director of 1ivEro Consulting d.o.o., the majority owner of
Franck, and president of the Supervisory Board of Franck.

Ms Ksenija Horvat was born in 1966 in Koprivnica where
she finished secondary commercial school in 1984 and since
then has been employed in Podravka d.d. as officer in the
claim settlement department. In 2000 she graduated at the
two year post-graduate studies of economy at the Faculty of
Economics in Zagreb and was appointed purchasing officer
in retail for the Croatian market. Since 2005 she has been
studying journalism part-time at the Faculty of Political
Science. In the academic year 2000/2001 she completed

the course of sssu (Independent Trade Union of Croatia)
Centre for Industrial Dialogue. In April 2001 Ms Horvat was
appointed head union representative of the ppp1v Union of
Podravka d.d. and in July the same year, coordinator of the
pppIV Union for the Podravka Group, which position she
also holds in the new term of office after the last elections in
2003. Since Employee Council elections in 2005, she is deputy
president of the Employee Council of Podravka d.d. for the
second term of office.
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Milan Artukovié,
the Supervisory
Board Member

Ksenija Horvat,
the Supervisory
Board Member



Darko Marinac,
President of the
Management Board

Zdravko éestak.
Member of the
Management Board

Darko Marinac was born in Zagreb in 1950. In 1973, he
graduated from the Faculty of Engineering, University of
Zagreb. He completed managerial studies at the Croatian
Chamber of Commerce and a course for foreign trade at

the Faculty of Economics in Zagreb. In 1987, he completed

a business school in the “cpG” school of Cologne. He
attended a number of seminars in the areas of management,
marketing, sales, research and development and finance. In
1975, he started working in Pliva. In 1980 he was appointed
General Manager of the Penicillin Factory. In 1984 he became
Director of Animal Health and Agrochemicals Division.
From 1990 to 1992 he was head of r&p in Company. He
established and managed Pliva’s companies in Ukraine,
Czech Republic and Slovakia. From 1996 to 1999 he was
Vice-President of the Pliva Management Board. In 1999 and
2000 he was involved in M&a activities in company, being
Integration Director for Polfa Krakow and Lachema Brno.
From April 2000 he is President and ceo of Podravka. He
uses, actively or passively, seven languages. He has been a
member of numerous councils, associations and boards,
including several supervisory boards of Croatian and foreign
companies. He was President and founder of the Croatian
Business Council for Sustainable Development and Executive
Vice-President of EGa (the European Generic Medicine
Association) located in Brussels. From 2001 he is member of
the Board of National Competitiveness Council of Croatia
and from 2005 he is President of the Board of National
Competitiveness Council of Croatia. From 2004 until 2005
he was President of the Board of cea (Croatian Employers’
Association) and from 2005 he is member of the Board of
cEA. In 2006 he was named again as President of the Croatian
Business Council for Sustainable Development. He received
several awards for his achievements in management and
entrepreneurship, and was decorated by the President of the
Republic of Croatia for his contribution to the development
of the Croatian economy. In 2001 he received special award
as the “International Businessman of the year” from mpa
(International Management and Development Association).
In 2002 was named “Manager of the year” in Croatia. In June
2004 he becomes a member of European Round Table (ErT of
industrialist) in Brussels.

Mr Sestak was born in 1968 in Koprivnica. In the year 1992
he graduated at the Faculty of Electrical Engineering of the
University of Zagreb. Among many seminars he also finished
the business administration school 1Epc Brdo kod Kranja
and the Professional Diploma in Retailing Management
studies at the Leeds Metropolitan University. He started his
employment with Podravka in 1993 as system engineer in
Podravka’s electronic data processing centre. He continued in
Research and Development on implementing the information
system, and from 1997 he was engaged in the restructuring
team for profitability growth on restructuring the corporate
business - information system. From 1998 till 2000 Mr Sestak
worked as assistant director of the project for constructing
and establishing the new business - information system at
the Podravka Group level with the implementation of the sap
Rr/3 system. Apart from working on this project, from 1997
till 2001, he acted as assistant director of the Information
Technology Department. Subsequently, he was transferred to



the position of Business Intelligence director in the Business
Development Sector where he worked on the development

of corporate strategy, benchmarking and the development of
a corporate management system based on corporate goals.
From 2002 till 2004 Mr Sestak was the executive director

of the efficiency project and head of the project for the
reorganisation and transformation of the Podravka Group. He
was appointed director of the Information Technology Sector
and Business Surveillance Sector in mid 2004. Since 2005

Mr Sestak has been performing the duties of member of the
Management Board of Podravka d.d. He is fluent in English.

Mr Habdija was born on 11 July 1955 in Koprivnica. He
graduated at the Faculty of Economics of Zagreb in 1979. He
finished the international school of business administration

at Brdo kod Kranja and attended many professional seminars.
Since he completed his studies he has been employed at
Podravka. His employment with Podravka started as officer
for planning investments and strategic development at

the Institute of Podravka, and afterwards he occupied the
function of head of the economic - financial service of
Belupo, the director of which he was from 1983 - 1984. From
1984 until 1986 Mr Habdija was director of the Marketing
Sector of Belupo and later director of Fermentation and
Pharmaceuticals. He became director of Belupo in 1991 and
from 1992 performed the function of the Marketing director
at Podravka. He occupied the function of director of the
Planning, Controlling and Pricing Sector within the business
program of Branded Food from 1997 until 2000. Subsequently
he performed the duties of the executive director for the
restructuring of Podravka for one year after which, in 2001,
he became executive director of Podravka’s strategic business
area Vegeta and Podravka Dishes. Since 2003 Mr Habdija has
been performing the duties of member of the Management
Board of Podravka d.d.

Mr Markulin was born in 1973 in Koprivnica and in 1997
he graduated at the Faculty of Economics of Zagreb. In the
year 2000 he won his masters degree at the same faculty in
the scientific postgraduate studies of Foreign Trade. Along

with many professional seminars he finished the school

of business administration 1epc Brdo kod Kranja and the
Professional Diploma in Retailing Management studies at the
Leeds Metropolitan University. He is author of many scientific
papers and together with prof. Darko Tipuri¢ he published
the book “Strategic Alliances”. Mr Markulin started his
employment with Podravka in 1998 and worked in Marketing
as product manager and head of the marketing team for the
group of processed fruit products. In the year 2000 he was
transferred from Marketing to the head of industrial analysis
in the Business Development Sector where his main task was
implementing the business intelligence and benchmarking
systems in Podravka. At the beginning of 2001 he was
appointed executive director of the Business Development
Sector later renamed into Strategic Development Sector. He
is the representative of Podravka d.d. in the World Business
Council for Sustained Development (wscsp). Since 2005 Mr
Markulin has been performing the duties of member of the
Management Board of Podravka d.d. He has active or passive
knowledge of English, German, Italian and Czech.
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Member of the
Management Board

Goran Markulin,
Member of the
Management Board



Sasa Romac,
Member of the
Management Board

Miroslav Vitkovi¢,
Member of the
Management Board

2eljko Burdina

Mr Romac was born in 1968 in Zagreb. In 1994 he graduated
at the Faculty of Food Technology of the University of
Zagreb. He completed the course for business administration
and management at the University of Minnesota Minneapolis.
After completing his studies he found employment at
Chromos boje i lakovi d.d. in Zagreb where among other
jobs he worked as commercial representative for Chromos in
Moscow. From 1996 till 1997 Mr Romac worked for Herbos
d.d. Sisak as director of the paints and veneering production
program. Subsequently he found employment with kuk
GmbH Reid Austria where until the year 2002 he occupied
the position of director of the branch office for Croatia,
Bosnia and Herzegovina and Slovenia with headquarters in
Zagreb. He came to Podravka in the year 2002 as executive
director for the Nestle program and commercial goods and
in 2004 took over the duties of director of the Commercial
Partnership Management Sector. Since 2005 Mr Romac has
been performing the duties of member of the Management
Board of Podravka d.d. He is fluent in English and Russian.

Mr Vitkovi¢ was born on 5 March 1967 in Koprivnica. He
graduated from the Faculty of Food Technology. He finished
the business administration school at Brdo kod Kranja and
attended many professional seminars. After completing his
studies he started his employment with Podravka, where he
has been working ever since.

In Podravka Mr Vitkovi¢ performed the duties of import
officer, sales director of Podravka International - Prague, and
sales director of Podravka International - Bratislava. Since
2001 he was executive director for the markets of Croatia and
South-eastern Europe. He is fluent in German and Czech.
Since 2003 Mr Vitkovi¢ has been performing the duties of
member of the Management Board of Podravka d.d.

Untill April 1, 2005 Damir Polanéec, Zeljko Purdina and
Dusan Tomasevi¢ were members of the Management Board.

Mr. Zeljko Durdina was born in 1948. He graduated from
the Faculty of Chemistry and Technology of the University
of Zagreb and won his master’s degree at the Faculty of
Food and Biotechnology in 1981. Since he completed his
studies in 1971 he has been working in Podravka. During his
professional career he performed the duties of technologist-
organizer from 1972 to 1977, and project manager from

1977 to 1985. In 1985 he was appointed director of the work
organization “Podravka - Food Industry”, and remained
there until 1990. In 1989 he was appointed member of the
Management Board of Podravka and vice-president of the
same Board in 1990. In 1991 he was appointed director of pc
“Food Industry” and occupied this function until 1997. He
was member of the Supervisory Board of Podravka d.d. from
September 1997 up to his appointment as vice-president of
the Management Board. From 1997 to 2000 he was director of
the Vegeta and Soup Factory while it was under construction
and in 2000 he was appointed director of the Vegeta

factory. Since 2000 till 2005 he was the vice-president of the
Management Board of Podravka d.d. During his career at
Podravka d.d., he has published many articles from practice
in various professional literature.



Mr. Damir Polancec was born in 1967. He graduated from
the Agroeconomics Department of the Faculty of Agriculture
of the University of Zagreb in 1992. After completing his
studies, in August 1992, he started working for “Dukat”,
Zagreb, as a technologist in the production of melted cheese.
From 1992 onwards he has been working for Podravka. In
the first two years he worked in rc “Purchasing - import” as
a purchasing officer for fruit and vegetables. Subsequently,
he was appointed sales officer and three years later, senior
sales officer for the purchasing of dried vegetables, especially
from countries in transition (Hungary, the Czech Republic,
Slovakia, Poland, Bulgaria and Macedonia). In April 1997 he
became a member of the team for restructuring purchasing,
logistics and production responsible for purchasing. In
September 1997 he was appointed director of the Central
Purchasing Department. Since March 2000, he has been
member of the Management Board of Podravka, responsible
for the development of markets of Croatia and South-
eastern Europe and material management. In the same
convocation of the Management Board of January 2003, he

is responsible for sales and market development. In the new
convocation of the Management Board in August 2003 he was
appointed member of the Management Board responsible for
international market development. He completed General
Management at the business school “Center”, at Brdo kod
Kranja. He is member of the Management Board of the
Croatian Handball Association and from 2000 till 2005 was
President of the Handball Club “Podravka Vegeta” from
Koprivnica. He is fluent in English and attends the post-
graduate studies course Organization and Management at
the Faculty of Economics of Zagreb. Since February 2005 Mr
Polancec has occupied the function of vice-president of the
Government of the Republic of Croatia.

Mr Dusan Tomasevi¢ was born on 12 May 1955. He graduated
at the Faculty of Economics of Split. He completed the
Individual Tuition course at the London School of English
and some seminars in the field of management, accounting
and finance. He finished pomax, Podravka’s Management
Academy, the FBA program, and is preparing his master’s
thesis at the post-graduate scientific management studies

at the Faculty of Economics of Split. In his 20 year long
career, he has performed duties of financial director, director
of purchasing, director of sales and company director. In

the period from 1997 until 2001 he was President of the
Management Board of Gavrilovi¢ d.d. and also member

of the Management Board of four daughter companies.

Since 15 January 2001, he is President of Podravka’s meat
industry Danica d.o.o0. In 2003 he was appointed member

of the Management Board of Podravka responsible for
creating a unique financial company policy, 1T, internal
audit, organization, the remuneration system and payroll
accounting, price policy, material management, the operative
efficiency project and for Danica d.o.o. Mr Tomasevi¢ has
been performing the duties of president of the Management
Board of the company pik Vrbovec since the year 2005.

Damir Polancec

Dusan Tomasevi¢
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