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company wholly owned by the Issuer (“Danish NewCo”) (each, an “Original Guarantor” and together the “Original Guarantors”),
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indebtedness of the Issuer’s subsidiaries and of other structural intra-group loans made by the Issuer to its subsidiaries or loans
and an assignment by Polen Invest A/S of the Existing Shareholder Loan (as defined below). The Bondholders will receive

proceeds from the enforcement of the above transaction security only after the lenders under the Super Senior Revolving Credit
Facility and counterparties to certain hedging agreements have been repaid in full, except for the pledge of the escrow account
which shall only secure liabilities in respect of, or associated with, the Bonds.
As of the Issue Date, the Original Guarantors, subject to contractual limitations that reflect limitations under applicable law, jointly
and severally guarantee the Bonds (the “Guarantees”). The Guarantees will be senior secured obligations of the Guarantors.
This Prospectus includes information on the terms of the Bonds and the Guarantees, including redemption and repurchase prices,
covenants, events of default and transfer restrictions.
The Bonds have been issued in dematerialised book entry form and settled through VP SECURITIES A/S.
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IMPORTANT INFORMATION
Interested parties should rely only on, and base their decision to invest in the Bonds solely on, the
information contained in this Prospectus. None of the Issuer, the Original Guarantors or the
Manager have authorised anyone to provide prospective investors with different information, and
interested parties should not rely on any such information. All data in this Prospectus is provided
as at the date of this Prospectus and is subject to change without notice.
This Prospectus does not constitute an offer to sell or an invitation to subscribe for or purchase any of
the Bonds in any jurisdiction in which such offer or invitation is not authorised or to any person to
whom it is unlawful to make such an offer or invitation. No action has been, or will be, taken to permit
a public offering in any jurisdiction where action would be required for that purpose. Accordingly, the
Bonds may not be offered or sold, directly or indirectly, and this Prospectus may not be distributed, in
any jurisdiction except in accordance with the legal requirements applicable in such jurisdiction.
Interested parties must comply with all applicable laws in any place in which any Bond is bought,
offered or sold or where this Prospectus is possessed. All necessary consents or approvals in order to
purchase any Bonds must be obtained by the interested parties. Neither the Issuer nor the Manager is
responsible for compliance with these legal requirements.
The Issuer has offered the Bonds, and the Original Guarantors are issuing the Guarantees, in reliance
on (i) an exemption from registration under the U.S. Securities Act for an offer and sale of securities
that does not involve a public offering and (ii) a transaction pursuant to Regulation S that is not subject
to the registration requirements of the U.S. Securities Act. Any purchaser of the Bonds will be deemed
to have made certain acknowledgments, representations and warranties as detailed in this section and
under the caption “Subscription and Sale”. The Bonds are subject to restrictions on transferability and
resale and may not be transferred or resold except as permitted under the U.S. Securities Act and
applicable securities laws of any other jurisdiction pursuant to registration or exemption therefrom.
The Bonds are subject to restrictions on transferability and resale, which are described in this section
and under the caption “Subscription and Sale”. By possessing this Prospectus or purchasing any Bond,
you will be deemed to have represented and agreed to all of the provisions contained in that section of
this Prospectus. Each interested party should be aware that it may be required to bear the financial risks
of this investment for an indefinite period of time. None of the Issuer, the Original Guarantors or the
Manager are making an offer to sell the Bonds in any jurisdiction where the offer and sale of the Bonds
is prohibited. Neither the Issuer nor any Original Guarantor makes any representation to you that the
Bonds are a legal investment for any party. No action has been, or will be, taken to permit a public
offering in any jurisdiction where action would be required for that purpose.
Neither the Issuer nor the Manager nor any of their respective representatives are providing any legal,
business, tax or other advice in this Prospectus. Interested parties should consult with their own advisors
as needed to assist in making any investment decision and to advise on whether it is legally permitted
to purchase the Bonds.
Any decision to invest in the Bonds should be based solely on information contained in this Prospectus.
This Prospectus contains summaries believed to be accurate with respect to certain documents, but
reference is made to the actual documents for complete information. All such summaries are qualified
in their entirety by such reference. Copies of certain of the documents referred to herein will be made
available to prospective investors upon request to us or set forth under the caption “Available
Information.”
The Issuer accepts responsibility for the information contained in this Prospectus. To the best of the
Issuer’s knowledge, except as otherwise noted, the information contained in this Prospectus is true and
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accurate in all material respects and the Issuer is not aware of any other facts, the omission of which
would make this Prospectus or any statement contained herein misleading in any material respect.
By purchasing the Bonds, each interested party will be deemed to have acknowledged having reviewed
this Prospectus and have had an opportunity to request, and have received all additional information
that it needs from the Issuer. No person is authorised in connection with any offering made pursuant to
this Prospectus to give any information or to make any representation not contained in this Prospectus
and, if given or made, any other information or representation must not be relied upon as having been
authorised by the Issuer or the Manager.
The information contained in this Prospectus is accurate as of the date hereof. The Issuer’s and the
Original Guarantors’ business, financial condition or other information contained in this Prospectus
may change after the date hereof. Neither the delivery of this Prospectus at any time after the date of
publication nor any subsequent commitment to purchase the Bonds shall, under any circumstances,
create an implication that there has been no change in the information set out in this Prospectus or in
the Issuer’s business since the date of this Prospectus.
The Manager, the Bond Trustee (as defined herein) and any other agents acting with respect to the
Bonds accept no responsibility for and make no representation or warranty, express or implied, as to
the accuracy or completeness of the information set out in this Prospectus, and nothing contained in this
Prospectus is, or should be relied upon as, a promise or representation by the Manager, the Bond
Trustee, or any other agents acting with respect to the Bonds as to the past or the future. By receiving
this Prospectus, you acknowledge that you have not relied on the Manager or its respective directors,
affiliates, advisers and agents in connection with your investigation of the accuracy of this information
or the decision whether to invest in the Bonds.
By accepting delivery of this Prospectus, you agree to the foregoing and agree not to use any
information herein for any purpose other than considering an investment in the Bonds. This Prospectus
may be used only for the purpose for which it was published.
The information set out in relation to sections of this Prospectus describing clearing and settlement
arrangements, including the section entitled “Clearing and Settlement”, is subject to any change in or
reinterpretation of the rules, regulations and procedures of VP SECURITIES A/S currently in effect.
The Issuer will not, nor will any of the Issuer’s agents, have responsibility for the performance of the
obligations of VP SECURITIES A/S or its participants under the rules and procedures governing its
operations, nor will the Issuer or the Issuer’s agents have any responsibility or liability for any aspect
of the records relating to, or payments made on account of, book-entry interests held through the
facilities of any clearing system or for maintaining, supervising or reviewing any records relating to
these book-entry interests. Investors wishing to use these clearing systems are advised to confirm the
continued applicability of their rules, regulations and procedures.
Restrictions on prospective investors
This Prospectus is not an offer for sale or a solicitation of an offer to purchase the Bonds in any
jurisdiction where the offer or sale is not permitted. Where the sale or offer is not permitted, this
Prospectus may not be distributed in or into any country where such distribution would require any
additional prospectus, registration or additional measures or contrary to the rules and regulations of
such jurisdiction. Persons into whose possession this Prospectus comes or persons who acquire the
Bonds are therefore required to inform themselves about, and to observe, such restrictions.
U.S. Restrictions
The Bonds have not been and will not be registered under the U.S. Securities Act of 1933 (the
“Securities Act”), and may not be offered or sold within the United States except pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the Securities Act.
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In addition, until 40 days after the later of the commencement of the offering and the closing date, an
offer or sale of the Bonds within the United States by a dealer may violate the registration requirements
of the Securities Act if such offer or sale of the Bonds within the United States by a dealer may violate
the registration requirements of the Securities Act if such offer or sale is made otherwise than pursuant
to an exemption from registration under the Securities Act.
Notice to certain European investors
European Economic Area
This Prospectus has been prepared on the basis that any offer of the Bonds in any member state (each,
a “Relevant Member State”) of the European Economic Area which has implemented the Prospectus
Directive, will be made pursuant to an exemption under the Prospectus Directive from the requirement
to publish a prospectus for offers of the Bonds. The expression “Prospectus Directive” means Directive
2003/71/EC (and amendments thereto, including the 2010 PD Amending Directive, to the extent
implemented in the Relevant Member State), and includes any relevant implementing measure in the
Relevant Member State. Accordingly, any person making or intending to make an offer in that Relevant
Member State of Bonds which are the subject of the offering contemplated in this Prospectus may only
do so in circumstances in which no obligation arises for the Group or the Manager to publish a
prospectus pursuant to Article 3 of the Prospectus Directive in relation to such offer. Neither the Group
nor the Manager has or have authorised, nor does it or do they authorise, the making of any offer of the
Bonds in circumstances in which an obligation arises for the Group or the Manager to publish a
prospectus for such offer.
For the purposes of this section, the expression an “offer of the Bonds to the public” in relation to any
of the Bonds in any Relevant Member State means the communication in any form and by any means
of sufficient information on the terms of the offering and the Bonds to be offered so as to enable an
investor to decide to purchase or subscribe for the Bonds, as the same may be varied in that member
state by any measure implementing the Prospectus Directive in that member state. The expression “2010
PD Amending Directive” means Directive 2010/73/EU.
Denmark
The Bonds may not be offered, sold or delivered directly or indirectly in the Kingdom of Denmark by
way of public offering, and any subscription or purchase of Bonds may only be made in compliance
with the Danish Securities Trading Act, the Danish Financial Business Act and executive orders issued
thereunder, including in compliance with Executive Order no. 623 of 24 April 2015 to the extent
applicable.
Notice to other investors
The offering may not be made to individuals domiciled in Australia, Japan, Canada, or in any other
country where the offering, sale and delivery of the Bonds may be restricted by law.
Forward-looking statements
This Prospectus includes forward-looking statements. All statements other than statements of historical
facts included in this Prospectus, including those regarding the Group’s financial position, business
strategy, plans and objectives of management for future operations, are forward-looking statements.
Such forward-looking statements involve known and unknown risks, uncertainties and other important
factors that could cause the actual results, performance or achievements of the Group, or industry
results, to differ materially from any future results, performance or achievements expressed or implied
by such forward-looking statements. Please see the section headed “Risk Factors” for a description of
some of the risks that may affect any forward-looking statements. The Group expressly disclaims any
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obligation or undertaking to release publicly any updates or revisions to any forward-looking statements
contained herein, except as may be required by law.
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CERTAIN DEFINITIONS
In this Prospectus, unless the context otherwise requires:
“Additional Guarantor” ..................................

Any Bond Group Company which subsequently
becomes a Material Group Company and accedes to the
Bond Terms.

“Assignment Agreements” ..............................

(a) the Escrow Account Pledge, (b) a first priority
assignment over all of the Issuer’s Proceeds Loans and
Structural Intra-Group Loans and (c) a first priority
assignment over Polen Invest A/S’ rights in the Existing
Shareholder Loan.

“Bond Group” ..................................................

The Issuer and its Subsidiaries (other than the Restricted
Subsidiaries).

“Bond Trustee” .................................................

Nordic Trustee A/S, as representative (in Danish:
repræsentant) for the Bondholders.

“Bondholder” ...................................................

Each holder of the Bonds from time to time.

“Bonds” ..............................................................

EUR 135,000,000 in aggregate principal amount of the
Issuer’s senior secured Bonds due 2021.

“Bond Terms” ..................................................

The terms of the Bonds entered into prior to the Issue
Date between the Issuer, the Original Guarantors and the
Bond Trustee.

“Collateral” .......................................................

The assets being subject to Security Interests under the
Transaction Security Documents and any other amounts
or property, whether rights, entitlements or otherwise,
actual or contingent, arising therefrom.

“Danish Newco” ...............................................

Finansax ApS, a newly established limited liability
company wholly owned by the Issuer and organized
under the laws of Denmark under CVR-No. 38 64 19 21,
having its registered office at Vesterbrogade 4 A, 5th
floor, 1620 Copenhagen V, Copenhagen Municipality,
Denmark.

“Danosha” .........................................................

Danosha Ltd., a limited liability company organized and
existing under the laws of Ukraine under EDRPOU Code
32464900 and with its registered office at 77330,
Ukraine, Ivano-Frankivska oblast, Kaluskyi raion,
Kopanky village, 1 Lisova street.

“EC” ...................................................................

European Commission.
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“EEA” ................................................................

European Economic Area.

“EU” ...................................................................

European Union.

“euro,” “EUR” or “€” ........................................

Euro, the single currency of the participating member
states in the Third Stage of the European Economic and
Monetary Union of the Treaty Establishing the European
Community, as amended from time to time.

“Escrow Account” ............................................

An escrow account established by the Issuer to which the
proceeds of the Bonds (net of costs and expenses) shall
be transferred to.

“Escrow Account Pledge” ................................

A first priority pledge over the Escrow Account.

“Existing Facilities” ..........................................

The facilities which have been refinanced with the
proceeds of the Bonds as described in “Description of
Other Indebtedness”.

“Existing Shareholder Loan” ...........................

The subordinated shareholder loan granted by Polen
Invest A/S to the Issuer with a balance of DKK
140,000,000 at 31 March 2017.

“Group” ............................................................

The Issuer and its Subsidiaries.

“Guarantees” ....................................................

The Guarantees provided by the Guarantors under the
Bond Terms.

“Guarantors”.....................................................

The Original Guarantors and the Additional Guarantors.

“IFRS”................................................................

International Financial Reporting Standards, as adopted
by the EU.

“Intercreditor Agreement” ..............................

The agreement to be entered into on or prior to the Issue
Date by and among, inter alios, the lenders and the agent
under the Super Senior Revolving Credit Facility, the
Security Agent, the Issuer, the Original Guarantors,
Polen Invest A/S and the Bond Trustee .

“Issue Date” .......................................................

The date of original issuance of the Bonds.

“Issuer” or “Axzon” ..........................................

Axzon A/S, a public limited liability company organized
under the laws of Denmark under CVR-No. 26 43 86 24,
having its registered office at Vesterbrogade 4 A, 5th
floor,
1620
Copenhagen
V,
Copenhagen
Municipality,Denmark and, where the context requires,
the Issuer and/or its Subsidiaries.
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“Mortgage Deeds” ............................................

Registered mortgages over the Properties granted under
certain Polish law notarial deeds entered into by
Poldanor and certain of its Subsidiaries in favour of the
Security Agent.

“Member State” ................................................

A member state of the European Economic Area.

“Original Guarantors” ....................................

Collectively, Poldanor, Prime Food, Danosha and
Danish Newco.

“Permitted Jurisdiction” .................................

A country within the European Union and Ukraine.

“Poldanor” ........................................................

Poldanor S.A., a joint stock company organized and
existing under the laws of Poland under number
KRS 0000103018, with its registered seat in Przechlewo,
at ul. Dworcowa 25, 77-320 Przechlewo, Poland.

“Prime Food” ....................................................

Prime Food sp. z o.o., a limited liability company
organized and existing under the laws of Poland under
number KRS 91298, with its registered seat in
Przechlewo, at ul. Młyńska 43B, 77-320 Przechlewo,
Poland.

“Proceeds Loans” .............................................

Any loans granted by the Issuer to any of its Subsidiaries
with the proceeds of the Bonds used to refinance the
Existing Facilities.

“Properties” ......................................................

The real properties of Poldanor (including certain of its
Subsidiaries) with an aggregate value of no less than
DKK 250,000,000 as of the Issue Date to be mortgaged
as part of the Security Interests.

“Prospectus” .....................................................

This Prospectus dated 9 November 2017.

“Restricted Subsidiaries” ................................

(a) Dan-Invest LLC, a public limited liability company
organized under the laws of Russia and any of its
Subsidiaries; or
(b) any other Subsidiary not incorporated in a Permitted
Jurisdiction and the activities of which are not
carried out in a Permitted Jurisdiction designated by
the Issuer as a Restricted Subsidiary, provided,
however, that none of the Issuer’s Subsidiaries as of
the Issue Date (other than those referred to in
paragraph (a)) shall be designated as Restricted
Subsidiaries.
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“Security” .........................................................

A mortgage, charge, pledge, lien, assignment,
assignation in security or other security interest securing
any obligation of any person or any other agreement or
arrangement having a similar effect.

“Security Agent” ...............................................

Nordic Trustee A/S, as security agent with respect to the
Transaction Security Documents.

“Security Interest” ............................................

Collectively, the Security created or expressed to be
created under the Transaction Security Documents. The
validity and enforcement of the Security Interests is
subject to certain restrictions under applicable laws. See
“Certain Insolvency Considerations and Limitations on
Validity and Enforceability of the Guarantees and the
Security Interests.”

“Share Pledge Agreements” ............................

A first priority pledge over the shares in each of the
Original Guarantors.

“Structural Intra-Group Loans” ....................

Any loans granted by the Issuer to any of its Subsidiaries
in excess of DKK 10,000,000 with a term or actual
duration of more than 12 months.

“Subsidiaries” ...................................................

The subsidiaries of the Issuer (which shall include both
direct and indirect subsidiaries) defined in accordance
with IFRS and “Subsidiary” means any of them.

“Super Senior Revolving Credit Facility” ......

The revolving credit facility under the Super Senior
Revolving Credit Facility Agreement, which is
described in more detail in “Description of Other
Indebtedness—Super Senior Revolving Credit Facility
Agreement.”

“Super Senior Revolving Credit Facility
The multi-currency revolving credit facility agreement
Agreement” .....................................................
to be entered into on or before the Issue Date among the
Issuer as original borrower and Jyske Bank A/S as
original lender pursuant to which the Super Senior
Revolving Credit Facility will be made available.
“Transaction Security Documents” .................

Collectively, the Share Pledge Agreements, the
Assignment Agreements, the Mortgage Deeds, the
negative pledges registered with the Danish Personal
Register in respect of the Issuer and the blank
promissory notes issued by Poldanor and Prime Food as
further described in the Bond Terms.

“VP” ...................................................................

VP SECURITIES A/S
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PRESENTATION OF FINANCIAL INFORMATION
Industry data and statistics estimates or forecasts contained in this Prospectus have been derived from
internal sources or from industry sources, including independent industry publications and other
publicly available information. The Group has endeavored to reproduce such information accurately in
the Prospectus. Such data, as well as internal surveys, industry forecasts and market research, while
believed to be reliable, have not been independently verified. In addition, in certain cases the Group has
made statements in this Prospectus regarding its industry and its position in the industry based on its
experience and its own investigation of market conditions.
Market data and statistics are inherently unpredictive and speculative and are not necessarily reflective
of actual market conditions. Such statistics are based on market research, which itself is based on
sampling and subjective judgments by both the researchers and the respondents, including judgments
about what types of products and transactions should be included in the relevant market. In addition,
the value of comparisons of statistics for different markets is limited by many factors, including that (i)
the markets are defined differently, (ii) the underlying information was gathered by different methods
and (iii) different assumptions were applied in compiling the data. Accordingly, although as far as the
Group is aware and able to ascertain, no facts have been omitted that would render the reproduced
information inaccurate or misleading, the market statistics included in this Prospectus should be viewed
with caution and no representation or warranty is given by any person as to their accuracy.
Unless a specific source is identified, all information regarding market and other operating and
statistical data provided in this Prospectus is based on the Group’s own estimates. In making estimates,
the Group relies on data produced internally, and, where appropriate, external sources, including
information made public by other market participants or associations.
Except as noted, the financial information in this Prospectus has not been audited by the Issuer’s auditor.
Certain financial and other numerical information set forth in this Prospectus has been subject to
rounding and, as a result, the numerical figures shown as totals in this Prospectus may vary slightly
from the exact arithmetic aggregation of the figures that precede them.
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OVERVIEW CORPORATE AND FINANCING STRUCTURE
The following section and diagram gives a simplified overview of the Issuer’s corporate structure and
principal indebtedness after the use of proceeds from the Bonds. Please see “Use of Proceeds”.
Transaction Structure
The new senior secured Bonds in an initial amount of EUR 135 million, with a total framework amount
of EUR 270 million, have been be issued by Axzon A/S and are secured and guaranteed as described
in “Investment Summary“ – “Guarantors” and “Transaction Security”.
Dan Invest LLC (the Russian subsidiary) and its subsidiaries is excluded from the Bond Group due to
the fact that a local ringfenced debt currently exists, which is state subsidized and thus attractive to
keep, and are as such defined as a “Restricted Subsidiaries”. Given the ringfenced structure, it was
practical to exclude the Restricted Subsidiaries, and at the same time increase the overall stability of the
Group’s income, as Russia is the smallest and least mature part of Axzon’s business. The Incurrence
Test of 2.75x NIBD/EBITDA will be made based on the consolidated EBITDA at fixed herd prices of
the Bond Group, i.e. excluding Dan Invest and its subsidiaries.
Furthermore, given Axzon’s strategy of pursuing investment opportunities in countries with low labour
and land prices and relatively higher pig prices, Axzon may wish to invest in other countries that have
the same features. The bonds are structured so that no new investments by the Bond Group are allowed
to any existing or future members of the Group outside the EU or Ukraine, unless the same incurrence
test as applicable for distribution of dividends is met. Existing members of the Group located outside
of the EU or Ukraine are nominated as “Restricted Subsidiaries” and any future members of the Group
(in which investments are made in compliance with the incurrence test) located outside of the EU or
Ukraine may be nominated as “Restricted Subsidiaries” by the Issuer. Restricted Subsidiaries’
financials will not be included in the Bond Group and nor will there be any Guarantees issued if local
debt is incurred. Dividends to shareholders from Restricted Subsidiaries will need to be upstreamed
through the Issuer.
Working capital facilities have also been replaced with a new Super Senior Revolving Credit Facility
from Jyske Bank A/S, in which the relationship is regulated through an Intercreditor Agreement.
The following diagram gives a simplified overview of the Issuer’s corporate structure and principal
indebtedness after the use of proceeds from the Bonds.
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Exhibit 1.1 Transaction Structure

The net proceeds from the Bond Issue have been used to refinance all existing debt of the Bond Group,
save for a basket of EUR 0.5 million, certain financial leases of EUR 3.4 million and the Existing
Shareholder Loan. Reference is also made to the section headed “Use of Proceeds”.
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SUMMARY
Danish Summary
The Danish summary below is a translation of the English summary beginning on page 22. In the event
of any discrepancies between the Danish and the English version, the English version shall prevail.
Dansk Resumé
Det danske resumé nedenfor er en oversættelse af det engelske resumé, som begynder på side 22. I
tilfælde af uoverensstemmelser mellem det danske og det engelske resumé, skal det engelske resumé
have forrang.
Resuméer består af oplysningskrav, der benævnes "Elementer". Elementerne er nummereret i afsnit AE (A.1-E.7). Dette resumé indeholder alle de Elementer, der skal være indeholdt i et resumé for denne
type værdipapirer og udsteder i henhold til prospektforordningen nr. 486/2012 med senere ændringer.
Da nogle Elementer ikke kræves medtaget, kan der forekomme huller i nummereringen af Elementerne.
Selv om et Element skal indsættes i resuméet på grund af typen af værdipapir og udsteder, er det muligt,
at der ikke kan gives nogen relevante oplysninger om Elementet. I så fald indeholder resuméet en kort
beskrivelse af Elementet med angivelse af "ikke relevant".
Afsnit A - Indledning og advarsler
Element
A.1

Oplysningskrav
Advarsel til investorer

Udlevering af oplysninger
Dette resumé bør læses som indledning til Prospektet.
Enhver beslutning om at investere i Obligationerne bør
baseres på en gennemgang af Prospektet som helhed.
Hvis en sag vedrørende oplysninger indeholdt i Prospektet
indbringes for en domstol, kan den sagsøgende investor i
henhold til den nationale lovgivning i medlemsstaten i det
Europæiske Økonomiske Samarbejdsområde, hvor kravet
rejses, være forpligtet til at afholde omkostninger til
oversættelse af Prospektet, inden retssagen indledes.
Alene de personer, som har fremlagt resuméet, herunder
eventuelle oversættelser heraf, kan pålægges et civilretligt
ansvar, men kun hvis resuméet er misvisende, ukorrekt
eller uoverensstemmende, når det læses i sammenhæng
med de andre dele af Prospektet, eller hvis det ikke, når det
læses i sammenhæng med de andre dele af Prospektet,
indeholder nøgleoplysninger, der kan hjælpe investorer,
som overvejer at investere i Obligationerne.

A.2

Tilsagn til formidlere

Ikke relevant. Der er ikke indgået aftale vedrørende brug af
Prospektet i forbindelse med efterfølgende videresalg eller
endelig placering af Obligationerne.
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger

B.1

Juridisk navn og binavn

Udsteders registrerede navn er Axzon A/S. Udsteder har
derudover binavnet Dan-Invest A/S.

B.2

Hjemsted, retlig form, Udsteder er stiftet den 29. januar 2002 som et aktieselskab
indregistreringsland
underlagt dansk ret og har hjemsted på adressen
Vesterbrogade 4 A, 5.sal, 1620 København V, Københavns
Kommune.

B.4b

Kendte
udviklingstendenser, der
berører Udsteder og de
sektorer inden for hvilke
Udsteder opererer

B.5

Beskrivelse af Koncernen Udsteder er moderselskab i Koncernen. Følgende figur er
og Udsteders placering i en forenklet opsummering af Udsteders selskabsstruktur:
samme

B.9

Resultatforventninger
eller -prognoser

B.10

Forbehold i revisions- Ikke
relevant.
Der
er
ingen
forbehold
i
påtegningen vedrørende revisionspåtegningen
vedrørende
de
historiske
historiske regnskabsoplys- regnskabsoplysninger, der er indeholdt i Prospektet.
ninger

B.12

Udvalgte regnskabs- og
virksomhedsoplysninger
og Udsteders fremtidsudsigter

Udsteder bekendt er der ingen tendenser, usikkerheder,
krav, forpligtelser eller begivenheder, som med rimelighed
vil kunne forventes at få en væsentlig indflydelse på
Udsteders fremtidsudsigter inden for i hvert fald
indeværende regnskabsår.

Ikke relevant. Prospektet indeholder ingen forventninger
eller prognoser.

Nedenstående sammenfattede regnskabsoplysninger og
tabeller er uddraget af Udsteders reviderede
koncernårsregnskaber for 2015 og 2016 samt ureviderede
delårskoncernregnskaber for perioden 1. januar til 30. juni
2016 og 2017.
Koncernårsregnskaberne er udarbejdet i overensstemmelse
med International Financial Reporting Standards som
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger
godkendt af EU og de yderligere krav, der er fastsat i
årsregnskabsloven.

Resultatopgørelse
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger

Pengestrømsopgørelse
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger

Balance
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger

B.13

Nylige solvensrelaterede Ingen.
begivenheder

B.14

Udsteders afhængighed af Udsteder er afhængig af sine datterselskaber, de
andre enheder i Koncernen Oprindelige Garanter.

B.15

Hovedvirksomhed

Koncernen har hovedsæde i Københavns Kommune og
drift i Polen, Ukraine og Rusland. Koncernen har 42
svinefarme, 9 biogasproduktionsenheder og ét helejet
slagteri. Udsteder er grundlagt i 1994 og har således en lang
historie.
Visionen er at blive verdensførende inden for landbrugsog fødevareproduktion baseret på bæredygtige
produktionsstandarder og høj kvalitet i såvel produkter som
organisation. Koncernen har følgende aktiviteter:
•

•

Svineproduktion
o Smågrise og fravænnede grise
o Søer
o Slagtesvin
o GMO-frit- og RWA (»Raised
Antibiotics«)-kød
Forarbejdning af kød
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger
o

•
•

MAP (»Modified Atmosphere Packaging«,
specialpakket kød med lang holdbarhed)
o Forarbejdede produkter
o Højkvalitetsudskæringer ("prime cuts") og
udbenet kød
o Produkterne produceres fortrinsvis som »white
label«-produkter, dog i stadig stigende grad
også under egne brands
Biogasproduktion
o Varme og elektricitet
Agerbrug
o Korn til svinefoder, oliefrø til eksternt salg, og
ensilage til produktion af biogas

Koncernen er en vertikalt integreret fødevareproducent
med aktiviteter inden for svineproduktion, forarbejdning af
svinekød, agerbrug og produktion af elektricitet fra biogas.
Koncernen opnår ved sin struktur mere stabile
omkostningsfaktorer samt sikrer biosikkerhed og kvalitet i
hvert eneste led i værdikæden.
Den vertikale integrering sikrer fuld kontrol over
værdikæden, hvilket giver Koncernen mulighed for at
udbyde differentierende og unikke produkter. På den måde
har Koncernen kunnet adskille sig fra "bulk market". Ikke
kun i forhold til forarbejdet kød, men også i forhold til
svineproduktion generelt, hvor Koncernen er i stand til at
levere GMO-frit- og RWA-kød baseret på CO2-neutral
produktion. Her er avancen almindeligvis beskeden. På
forarbejdede produkter er avancen højere med en
bruttomargin på 347 EUR/ton for forarbejdede produkter,
243 EUR/ton for MAP, mod 56 EUR/ton for
højkvalitetsudskæringer og udbenet kød (2016-tal).
Koncernen er den næststørste svineproducent i såvel Polen
som Ukraine, er blandt de 10 største forarbejdere af
svinekød i Polen og er den største polske on-farmbiogasoperatør. Ca. 23 procent af svinekødet fra
Koncernens slagterifaciliteter eksporteres, heraf ca. 17
procent til Danmark, direkte til forhandlere såvel som til
forarbejdere. Med produktionsfaciliteter i flere markeder
har Koncernen lettere ved at få varer ud på de slutmarkeder,
hvor priserne er højest, og risikoen for salgsnedgang som
følge af ændringer i handelsregimer mindskes.
Koncernens førende driftsfilosofi bygger på danske
standarder for svineproduktion i lande, hvor priserne på
jord og arbejdskraft er lavere end i Danmark. Dette har
givet Koncernen en konkurrencefordel, der har sat den i
stand til at tjene penge og vækste, selv i tider med historisk
lave priser på svinekød.
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger
I
kraft
af
sin
anvendelse
af
danske
svineproduktionsprincipper om bæredygtighed og
effektivitet er Koncernen førende på driftsparametrene
solgte svin pr. so, kødproduktion pr. so og
foderkonverteringsrate, hvor man har nået henholdsvis
30,4, 2.802 og 2,7, mod et EU-gennemsnit på 25,4, 2.336
og 2,8. Med sin insisteren på bæredygtighed og
miljøbeskyttelse ved udøvelse af alle sine aktiviteter har
Koncernen endvidere opnået et negativt CO2-aftryk og
garanteret GMO-frit og RWA produkter - en branding, som
vil blive yderligere fremhævet i de kommende år,
efterhånden som forarbejdningsfokus kommer mere over
på specialprodukter.
Koncernen
har
lang
tradition
for
både
omsætningsforøgelse, både ad organisatorisk vej og
gennem opkøb, og for øget indtjeningsevne. Dette øger
tilliden til, at Koncernen også i fremtiden vil kunne gribe
de muligheder for vækst, der måtte opstå. Koncernens
bestand af søer er siden 2010 vokset fra 26.800 til 41.500
søer, og den samlede produktion er steget fra 58.000 til
121.000 tons.
Koncernen ledes af en erfaren dansk ledelse med
mangeårigt kendskab til branchen, som sammen med
aktionærer har bygget forretningen op siden 1994. Den
administrerende direktør, Tom Axelgaard, og en række af
de nuværende aktionærer er danske svineavlere. Derfor har
det for ledelsen været vigtigt med et stærkt fokus på intern
undervisning med det formål at sprede danske værdier og
driftsmæssig knowhow ned gennem hele organisationen,
implementeret ved Koncernens eget »Axcon Agriculture &
Management Academy«. Derudover har mange af de
lokale ledere arbejdet flere år på danske svinefarme ejet af
aktionærerne.
Resultatet er blevet en verdensførende virksomhed inden
for bæredygtig fødevareproduktion, der anvender de mest
avancerede landbrugsteknologier og -metoder og med
moderne
faciliteter,
som
sikrer
imponerende
driftsparametre.

B.16

Ejerskab og kontrol

Pr. datoen for dette Prospekt ejer Polen Invest A/S 84,7
procent, International Finance Corporation (IFC) ejer 6,9
procent, Tom Axelgaard ejer 3,9 procent og 76 danske
private aktionærer ejer de resterende 4,5 procent af
Udsteder.

B.17

Kreditvurdering

Ikke relevant. Udsteder har ingen kreditvurdering pr.
datoen for dette Prospekt.
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Afsnit B - Udsteder og garanter
Element
B.18

Oplysningskrav

Udlevering af oplysninger

Art og omfang af Garanti

Garanterne stiller garanti for betaling af Obligationerne
som sikret seniorgæld. Med hver Garanti får
Obligationsejerne et direkte krav mod den pågældende
Garant.
Obligationsvilkårene indeholder dog en generel
ansvarsbegrænsning, hvorved Garanternes ansvar
begrænses til et omfang som krævet i henhold til polsk,
henholdsvis ukrainsk lovgivning. For så vidt angår polsk
lovgivning er Garantien begrænset, således at den ikke
overtræder de polske kapitalberedskabskrav eller fører til
Garantens insolvens i henhold til polsk lovgivning.
Håndhævelsen
af
hver
Garanti
eller
Transaktionssikkerhedsdokument kan være underlagt visse
alment gældende ansvarsfrihedsgrunde. Blandt disse regler
og ansvarsfrihedsgrunde er dem, der vedrører corporate
benefit, utilbørlig handel, overdragelse eller overgang,
omstødelig eller urimelig begunstigelse, økonomisk
bistand, forretningsformål, kapitalberedskabskrav og
lignende lovgivning, regler eller ansvarsfrihedsgrunde,
som
påvirker
kreditorers
rettigheder
generelt.
Håndhævelsen
af
Garantierne
eller
Transaktionssikkerhedsdokumenterne over for Garanterne
eller Sikkerhedsstillerne vil ligeledes være med forbehold
for visse ansvarsfrihedsgrunde, som er alment gældende
for sådanne garanter og sikkerhedsstillere.

B.19

Garanter

Garanterne er:
Danosha Ltd, et selskab med begrænset ansvar organiseret
og drevet i henhold til ukrainsk ret med EDRPOU-kode
32464900, stiftet den 30. april 2003, med hjemsted på
adressen 77330, Ukraine, Ivano-Frankivska Oblast,
Kaluskyi Raion, Kopanky Village, 1 Lisova Street.

Selskabets formål er dyrkning af korn (undtagen ris),
bælgplanter og frø af oliefrø, dyrkning af øvrige et- og
toårige afgrøder, avl af malkekvæg, avl af andet kvæg
og
bøfler,
svineavl
(hovedtype),
datterselskabsaktiviteter inden for afgrødeproduktion,
engrossalg af korn, råtobak, frø og dyrefoder,
engrossalg af levende dyr, befragtning over vej,
aktiviteter inden for ingeniør-, geologi- og
geodæsiområderne, teknisk rådgivning inden for disse
områder, produktion, transmission og distribution af
og handel med elektricitet, indsamling, behandling og
bortskaffelse af sikkert affald, opførelse af bygninger
til bolig- og erhvervsformål.
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Afsnit B - Udsteder og garanter
Element

Oplysningskrav

Udlevering af oplysninger
Poldanor S.A., et "joint stock" selskab organiseret og
drevet i henhold til polsk ret med registreringsnummer
KRS 0000103018, stiftet den 27. marts 2002, med
hjemsted Przechlewo, at ul. Dworcowa 25, 77-320
Przechlewo, Polen. Selskabets formål er svineavl,

agerbrug, understøttende aktiviteter for dyreavl,
fødevareproduktion, engrossalg af levende dyr,
engrossalg af korn, uforarbejdet tobak, frø, dyrefoder,
leje eller leasing af landbrugsmaskiner og -udstyr,
produktion og transmission af elektricitet.
Prime Food sp. z o.o., et selskab med begrænset ansvar
organiseret og drevet i henhold til polsk ret med
registreringsnummer KRS 91298, stiftet den 14. februar
2002, med hjemsted Przechlewo, at ul. Młyńska 43B, 77320 Przechlewo, Polen. Selskabets formål er produktion

af kød og fjerkræ, forarbejdning af kød, produktion af
tilberedte måltider og retter, produktion af andre
fødevareprodukter, vandopsamling, -behandling og forsyning, entreprisearbejder, engrossalg af fødevarer,
drikkevarer og tobak, detailsalg af fødevarer,
drikkevarer og tobak i specialbutikker, lagring og
opmagasinering af øvrige varer, udlejning og drift af
egne eller leasede ejendomme.
Finansax ApS, et af Udsteder helejet nystiftet
anpartsselskab organiseret i henhold til dansk ret med
CVR-nr. 38 64 19 21, stiftet den 25. maj 2007, med
hjemsted på adressen Vesterbrogade 4 A, 5. sal, 1620
København V, Københavns Kommune. Finansax ApS'
formål er at besidde aktier og at foretage andre
investeringer med relation til svineproduktion og dermed
beslægtet virksomhed.
Afsnit C - Værdipapirer
Element

Oplysningskrav

Udlevering af oplysninger

C.1

Beskrivelse
af Obligationerne er sikrede seniorforpligtelser for Udsteder.
Obligationstype
og klasse, herunder eventuel Obligationerne er registreret i den permanente ISIN-kode
DK0030398979.
ISIN-kode

C.2

Obligationernes valuta

Obligationerne udstedes i EUR.

C.5

Beskrivelse af eventuelle
indskrænkninger
i
Obligationernes
omsættelighed

Obligationerne er frit omsættelige og kan pantsættes, dog
med forbehold for eventuelle restriktioner på køb eller
overdragelse, som til enhver tid måtte være gældende i
henhold til lokal lovgivning, som en Obligationsejer måtte
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Afsnit C - Værdipapirer
Element

Oplysningskrav

Udlevering af oplysninger
være underlagt (f.eks. som følge af dennes nationalitet,
bopæl, hjemstedsadresse eller forretningssted(er)).
Enhver handel med Obligationer, såvel som den første
tegning af samme, er underlagt et minimumsbeløb på EUR
100.000. Hvis en Obligationsejer som følge af handel med
Obligationer i sådanne beløbsstørrelser ender med at have
mindre end EUR 100.000 på sin konto i det relevante
clearingsystem, vil den pågældende Obligationsejer ikke
kunne sælge sin resterende beholdning af Obligationer
uden først at købe yderligere Obligationer med en
hovedstol på EUR 100.000 eller mere, således at den
pågældendes beholdning igen er på EUR 100.000 eller
derover.

C.8

Beskrivelse
af
Obligationerne og de
rettigheder, der er knyttet
til
disse,
herunder
rangering
samt
begrænsninger
i
rettighederne.

Obligationerne er registreret i VP i multipla af EUR 0,01.
Rangering
Obligationerne er i betalingsrettigheder ligestillet med alle
Udsteders
eksisterende
og
fremtidige
seniorgældsforpligtelser, som ikke i betalingsrettigheder er
efterstillet
Obligationerne,
herunder
Udsteders
forpligtelser under Super Senior Revolving Credit Facility
og visse hedgingforpligtelser, og er i betalingsrettigheder
foranstillet alle Udsteders eksisterende og fremtidige
seniorgældsforpligtelser, som i betalingsrettigheder er
efterstillet Obligationerne. Obligationerne er effektivt
efterstillet Udsteders og dennes datterselskabers eventuelle
eksisterende eller fremtidige gældsforpligtelser eller øvrige
forpligtelser, som efter ufravigelig lovgivning nyder en
fortrinsstilling.
Obligationerne er sikret som førsteprioritet ved (i) pantsætning af den Deponeringskonto, hvortil provenuet på
Obligationerne (efter fradrag af omkostninger og udgifter)
blev overført, (ii) pantsætning af de af Udsteder ejede
aktier i hver af de Oprindelige Garanter, (iii) et i det danske
Personregister noteret pantsætningsforbud vedrørende
Udsteder, (iv) blankt gældsbrev udstedt af hver Oprindelig
Garant stiftet i Polen, (v) pant i ejendomme med en samlet
værdi på mere end DKK 250.000.000, og (vi) transport i
eventuelle provenulån ydet af Udsteder til visse af
Udsteders datterselskaber til indfrielse af disses
gældsforpligtelser og af andre strukturelle koncerninterne
lån ydet af Udsteder til Udsteders datterselskaber eller lån
og overførsel/transport af Polen Invest A/S af det
Eksisterende Aktionærlån.
Obligationsejerne vil først modtage provenu fra
håndhævelse af ovennævnte transaktionssikkerhed, når
långiverne under Super Senior Revolving Credit Facility
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Afsnit C - Værdipapirer
Element

Oplysningskrav

Udlevering af oplysninger
og modparterne i visse hedgingaftaler er blevet indfriet
fuldt ud, bortset fra pantet i Deponeringskontoen, som
alene er til sikkerhed for forpligtelser vedrørende eller
forbundet med Obligationerne.
Put Option
Efter indtræden af en Put Option Begivenhed vil hver
Obligationsejer have ret til (Put Option) at kræve, at
Udsteder køber alle den pågældende Obligationsejers
Obligationer til en kurs svarende til 101 procent af det
Nominelle Beløb over en periode på 60 kalenderdage fra
meddelelse
om en
Put
Option
Begivenhed.
Indfrielsesdatoen for Put Optionen er den femte
Handelsdag efter udløbet af udnyttelsesperioden på de 60
kalenderdage.
Hvis der som følge af Put Optionen er tilbagekøbt
Obligationer svarende til mere end 90 procent af de
udestående Obligationer, er Udsteder berettiget til at købe
alle resterende udestående Obligationer til den ovenfor
anførte kurs, idet Udsteder i så fald senest 20 kalenderdage
efter Indfrielsesdatoen for Put Optionen skal meddele de
resterende Obligationsejere, at Udsteder ønsker at udøve
denne rettighed. Sådan førtidig indfrielse kan tidligst ske
den 15. kalenderdag efter, at der er givet meddelelse.
Lovvalg
Obligationsvilkårene er underlagt dansk lov.

C.9

Beskrivelse
af
de
rettigheder, der er knyttet
til
Obligationerne,
herunder oplysning om
rente, løbetid, afkast og
repræsentant
for
Obligationsejerne

Rentesats
Den årlige rente er summen af referencerenten plus margin.
Referencerenten er tre måneder EURIBOR. EURIBOR
floor på 0,0 procent finder anvendelse. Gældende margin
er 4,50 procent.
Rentebetalingsdato
Rente forfalder til betaling den sidste dag i hver
renteperiode hver tredje måned, første gang den 26. maj
2017 og sidste gang den 26. maj 2021.
Udløb
Obligationerne modnes (i det omfang de ikke er indløst
eller på anden måde indfriet) fuldt ud den 26. maj 2021 til
en kurs svarende til 100 procent af det Nominelle Beløb.
Equity Claw Back
Udsteder må én gang i forbindelse med en
Børsintroduktionsbegivenhed tilbagebetale op til 35
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Afsnit C - Værdipapirer
Element

Oplysningskrav

Udlevering af oplysninger
procent af den samlede hovedstol på Obligationerne
(Udstedelsesbeløb plus eventuel Tap Udstedelse) (forudsat
at mindst 60 procent af det Udstedte Beløb forbliver
udestående efter sådan tilbagebetaling), i hvilket tilfælde
det relevante beløb skal tilbagebetales pro rata.
Tilbagebetalingen skal ske på en Rentebetalingsdato inden
for
180
kalenderdage
efter
en
sådan
Børsintroduktionsbegivenhed og skal ske med midler af et
samlet beløb, der ikke overstiger det kontante provenu,
som
Udsteder
modtager
som
resultat
af
Børsintroduktionsbegivenheden (netto vederlag, takster og
kommissioner faktisk pådraget eller afholdt i forbindelse
med sådant udbud og netto skat betalt eller til betaling som
resultat af sådant udbud). Tilbagebetalingen per Obligation
skal ske til en kurs svarende til 102.25 procent af det
Nominelle Beløb plus tilskrevne men ikke-betalte renter.
Udsteder kan også vælge at udnytte Call Optionen i
tilfælde af en Børsintroduktionsbegivenhed.
Call Option
Udsteder er berettiget til at indløse alle eller en del
(minimum 10 procent af Obligationerne) af de udestående
Obligationer på enhver Handelsdag fra og med (i)
Udstedelsesdatoen til, men ikke inklusiv, First Call Dag til
en kurs svarende til Make Whole Beløb, (ii) First Call Dag
til, men ikke inklusiv, Rentebetalingsdatoen, der falder 36
måneder efter Udstedelsesdatoen, til en kurs svarende til
102.25 procent af det indløste Nominelle Beløb, (iii)
Rentebetalingsdatoen, der falder 36 måneder efter
Udstedelsesdatoen,
til,
men
ikke
inklusiv,
Rentebetalingsdatoen, der falder 42 måneder efter
Udstedelsesdatoen, til en kurs svarende til 101.125 procent
af det indløste Nominelle Beløb, og (iv)
Rentebetalingsdatoen, der falder 42 måneder efter
Udstedelsesdatoen til Modningsdatoen til en kurs svarende
til 100 procent af det indløste Nominelle Beløb.
Obligatorisk tidlig indløsning ved Longstop-dato
I tilfælde af at betingelserne for udbetaling fra
Depotkontoen ikke er blevet opfyldt inden for tre måneder,
skal Udsteder straks indløse Obligationerne til en kurs på
101 procent af det Nominelle Beløb plus tilskrevne renter,
ved blandt andet at anvende midlerne, der er deponeret på
Depotkontoen til sådan indløsning.
Tidlig
indløsningsoption
skattebegivenhed

på

grund

af

en

Hvis Udsteder i henhold til lovgivningen er forpligtet til at
tilbageholde skat fra nogen betalinger på Obligationerne i
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Afsnit C - Værdipapirer
Element

Oplysningskrav

Udlevering af oplysninger
i
overensstemmelse
med
Obligationsfinansieringsdokumenter som konsekvens af
en ændring i gældende lovgivning, der er trådt i kraft efter
datoen for Obligationsvilkårene, har Udsteder ret til at
indløse alle, men ikke kun nogle, Obligationer til en kurs
svarende til 100 procent af det Nominelle Beløb. Udsteder
skal give skriftlig meddelelse om sådan indløsning til
Repræsentanten og Obligationsejerne senest 20
Handelsdage før den relevante indløsningsdato, dog
således at der ikke skal gives meddelelse tidligere end 60
dage før den tidligste dag, hvor Udsteder vil være forpligtet
til at tilbageholde skat, såfremt betaling på Obligationerne
var forfalden.
Repræsentant
Nordic Trustee A/S er udpeget som repræsentant for
Obligationsejerne.

C.10

Beskrivelse
af
de Ikke relevant. Rentebetalingerne
rettigheder, der er knyttet derivatkomponenter.
til Obligationerne og
eventuelle
derivatkomponenter

C.11

Børsnotering og handel

omfatter

ingen

Der er indgivet ansøgning til Nasdaq Copenhagen A/S om
officiel notering af Obligationerne og optagelse til handel
på Nasdaq Copenhagen A/S' regulerede marked.
Afsnit D - Risici

Element
D.2

Oplysningskrav
Nøgleoplysninger om de
vigtigste risici, der er
specifikke for Udsteder

Udlevering af oplysninger
Investering i Obligationerne indebærer en høj grad af
økonomisk risiko. Ethvert køb af Obligationer er forbundet
med risici, herunder risici relateret til Udsteders branche
og forretning og Garantierne og Sikkerhedsinteresserne,
som potentielle købere af Obligationer tilrådes at overveje
nøje forud for beslutning om køb.
Risici i relation til Udsteders og Koncernens branche og
forretning
•

Operationelle risici
o Biosikkerhedsrisici og øvrige risici, som
påvirker fødevareindustrien
o Risiko for ændringer i forbrugerefterspørgsel
og forbrugsmønstre
o Risiko for manglende evne til at tiltrække og
fastholde nøglemedarbejdere
o Risiko for svig eller anden forseelse begået af
medarbejdere, kunder eller øvrige tredjemænd
o Risiko for øget konkurrence
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Afsnit D - Risici
Element

Oplysningskrav

Udlevering af oplysninger
o

•

•

•

Risiko for fejl i it-systemer eller brud på
sikkerhed
o Risiko for personskade, skade på ejendom eller
ulykker med døden til følge
o Risiko ved at håndtere fremtidig vækst og
ekspansion
o Risiko for mekanisk svigt, forsyningsmangler/-nedbrud, naturkatastrofer, osv.
o Risiko for utilfredsstillende medarbejderrelationer
o Risiko for skade på omdømme
o Risiko i relation til opkøb og investeringer i
joint ventures
Finansielle risici
o Kreditrisiko
o Valutarisiko
o Renterisiko
o Likviditetsrisiko
o Risiko for udsving i dagsværdien af svin
o Risiko for udsving i priserne på svinekød
o Risiko for udsving i priserne på
erstatningsprodukter
o Risiko i relation til Udsteders væsentligste
kunder
Juridiske risici
o Procesrisici
o Risiko for manglende overholdelse af juridiske
og regulatoriske krav
o Risiko for introduktion af nye, eller ændringer
til eksisterende, love og forordninger
Politiske risici
o Lande- og markedsrisici
o Risiko for forværring af økonomiske forhold
o Risiko for korruption
o Risiko for øget protektionisme
o Risiko i relation til internationale aktiviteter

Risici
i
relation
Sikkerhedsinteresserne
•

•
•

til

Garantierne

og

Obligationerne er kun sikret op til værdien af de
aktiver, der er stillet som sikkerhed for Obligationerne,
og skulle Sikkerhedsinteresserne blive håndhævet, vil
långiverne under Super Senior Revolving Credit
Facility og modparterne i visse hedgingforpligtelser
blive fyldestgjort forud for Obligationsejerne
Obligationsejerne vil muligvis ikke kunne kontrollere
visse beslutninger vedrørende Sikkerhedsinteresserne
Obligationsejerne vil muligvis vanskeligt kunne udøve
deres rettigheder i henhold til Obligationsvilkårene på
tværs af flere jurisdiktioner
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Afsnit D - Risici
Element

Oplysningskrav

Udlevering af oplysninger
•
•
•
•
•

•

•

D.3

Nøgleoplysninger om de
væsentligste risici
vedrørende
Obligationerne

Minoritetsinteresser kan sætte begrænsninger for
håndhævelsen af Aktiepantsætningsaftalerne
Rettigheder i forhold til Sikkerhedsstillelsen kan
påvirkes negativt af en eventuel manglende sikring af
Sikkerhedsrettighederne
Sikkerhedsrettighederne gives til Sikkerhedsagenten
og ikke direkte til Obligationsejerne
Sikkerhedsagentens mulighed for at håndhæve visse af
Sikkerhedsrettighederne kan være begrænset af lokal
lovgivning
Også under andre omstændigheder end tilbagebetaling
eller indfrielse
af Obligationerne
vil
de
Sikkerhedsinteresser, hvormed Obligationerne er
sikret, og Garantierne kunne blive frigivet automatisk,
uden krav om samtykke fra Obligationsejerne eller
Repræsentant
Hver Garanti og Sikkerhedsinteresse er underlagt visse
begrænsninger i forhold til håndhævelse og kan også
være underlagt lovbestemte begrænsninger eller
underlagt ansvarsfrihedsgrunde, som begrænser
gyldigheden og håndhævelsen af dem
Efter ukrainsk lovgivning om valutakontrol er der
restriktioner på betalinger ud af Ukraine, hvilket kan
påvirke pengestrømmene ud af Ukraine negativt og
begrænse muligheden for håndhævelse af de Garantier
og Sikkerhedsinteresser, som er stillet af den ukrainske
Garant og/eller relaterer sig til aktiver, som befinder sig
i Ukraine

Risici i relation til Obligationerne:
•
•
•
•
•
•
•

•

Obligationerne er ikke nødvendigvis en velegnet
investering for alle investorer
Lovgivningsmæssige
investeringshensyn
kan
begrænse visse investeringer
Obligationer vil muligvis ikke forblive noteret på
Nasdaq Copenhagen A/S (eller en anden fondsbørs)
Der vil muligvis vise sig ikke at være noget offentligt
marked for Obligationerne
Der kan være udsving i kursen på Obligationerne
Investorer kan blive eksponeret for valutarisici ved
investering i Obligationerne
Obligationsvilkårene giver mulighed for, at
Obligationerne kan modificeres, eller at Udsteder kan
give afkald på beføjelser eller tillade misligholdelse
eller lade sig udskifte, hvilket under visse
omstændigheder vil kunne ske uden samtykke fra
Obligationsejerne
Kontrolskifte - Udsteders evne til at indløse
Obligationerne kontant vil muligvis være begrænset
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Afsnit D - Risici
Element

Oplysningskrav

Udlevering af oplysninger
•

•

•
•
•

Ved
indtræden
af
en
tvungen
førtidig
indfrielsesbegivenhed vil Obligationerne muligvis
blive indfriet førtidigt under omstændigheder, hvor
investoren måske ikke vil være i stand til at
geninvestere det derved opnåede provenu til en
tilsvarende rentesats
Udsteder vil muligvis kunne vælge at indløse
Obligationerne frivilligt, hvilket vil kunne påvirke
værdien af Obligationerne negativt og i væsentlig grad,
og investoren vil i så fald måske ikke være i stand til at
geninvestere det derved opnåede provenu til en
tilsvarende rentesats
Udsteders evne til at betale sine gældsforpligtelser
afhænger af en lang række forhold uden for Udsteders
kontrol
Der er risiko for, at Udsteder kan blive insolvent eller
erklæret konkurs
Udsteder er til en vis grad afhængig af sine
Datterselskaber, tilknyttede virksomheder og joint
ventures

Afsnit E - Udbud
Element
E.2b

Oplysningskrav
Årsager til
Obligationsudstedelsen
samt anvendelse af
provenu

Udlevering af oplysninger
Udsteder
har
anvendt
Obligationsudstedelsen til:

nettoprovenuet

fra

(a) fuld indfrielse af Udsteders eksisterende seniorgæld
som anført i Bilag 4 til Obligationsvilkårene, og
(b) at yde Provenu Lån og/eller kapital, likvider eller
øvrige bidrag til visse af sine Datterselskaber til
finansiering af disses fulde indfrielse af deres
respektive eksisterende gældsforpligtelser og til
finansiering af arbejdskapitalkravene i de Begrænsede
Datterselskaber (idet de Begrænsede Datterselskaber
dog maksimalt må ydes lån for EUR 20.000.000 og
maksimalt modtage EUR 6.666.667 til finansiering af
arbejdskapitalkrav, og den resterende del er anvendt
til refinansiering af de Begrænsede Datterselskabers
eksisterende gældsforpligtelser). Indfrielsen af den
eksisterende gæld i Danosha er sket ved dels et
Provenu Lån på cirka EUR 31.000.000 til Danosha,
dels et Provenu Lån på cirka EUR 6.600.000 til
Danish NewCo og Danish NewCos efterfølgende
overtagelse af Danoshas gæld til en bestemt kreditor i
et ligeligt beløb.
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Afsnit E - Udbud
Element

Oplysningskrav

Udlevering af oplysninger
Det resterende nettoprovenu fra Obligationsudstedelsen er
anvendt til:
(a) afdrag med DKK 30.000.000 på det Eksisterende
Aktionærlån,
(b) udbytteudlodning til aktionærerne i Udsteder med
DKK 75.000.000, og
(c) almindelige forretningsformål i Koncernen.

E.3

Obligationsudstedelsens
vilkår og betingelser

Se bilag D.

E.4

Væsentlige interesser i
Obligationsudstedelsen,
herunder
interessekonflikter

Udsteder er ikke bekendt med væsentlige interesser i
Obligationsudstedelsen, herunder interessekonflikter.

E.7

Estimerede udgifter, som
pålægges investor af
Udsteder

Ikke relevant. Udsteder vil ikke pålægge investorerne
udgifter. Udsteder er ikke bekendt med andre udgifter,
som vil blive pålagt investorer.

English Summary
Summaries are made up of disclosure requirements known as “Elements”. These Elements are
numbered in sections A–E (A.1–E.7). This summary contains all the Elements required to be included
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in a summary for this type of security and issuer under the Prospectus Regulation no. 486/2012, as
amended. Because some Elements are not required to be addressed, there may be gaps in the numbering
sequence of the Elements. Even though an Element may be required to be inserted in the summary
because of the type of security and issuer, it is possible that no relevant information can be given
regarding the Element. In this case, a short description of the Element is included in the summary with
the mention of “not applicable”.
Section A – Introduction and warnings

Element

Disclosure requirement

A.1

Warning to investors

Disclosure
This summary should be read as an introduction to this
Prospectus.
Any decision to invest in the Bonds should be based on
consideration of the Prospectus as a whole.
Where a claim relating to the information contained in the
Prospectus is brought before a court, the plaintiff investor
might, under the national legislation of the European
Economic Area member states, have to bear the costs of
translating this Prospectus before the legal proceedings are
initiated.
Civil liability attaches only to those persons who have
tabled the summary, including any translation thereof, but
only if this summary is misleading, inaccurate or
inconsistent when read together with the other parts of the
Prospectus or it does not provide, when read together with
the other parts of the Prospectus, key information in order
to aid investors when considering whether to invest in the
Bonds.

A.2

Consent for intermediaries Not applicable. No agreement has been made in regard to
use of the Prospectus in connection with a subsequent
resale or final placement of the Bonds.

Section B – Issuer and guarantors
Element

Disclosure requirement
and

Disclosure

B.1

Legal
name

commercial The Issuer is registered with the legal name Axzon A/S.
The Issuer also carries out business under the secondary
name Dan-Invest A/S.

B.2

Domicile, legal form, The Issuer was incorporated on 29 January 2002 as a public
country of incorporation
limited liability company governed by Danish law and has
its registered office at Vesterbrogade 4 A, 5th floor, DK1620 Copenhagen V, Copenhagen Municipality,
Denmark.

B.4b

Known trends affecting To the Issuer's knowledge there are no trends that are
the Issuer and the reasonably likely to have a material effect on the

Issuer's prospects for at least the current financial year.
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Section B – Issuer and guarantors
Element

Disclosure requirement
industries
operates

Disclosure

in which it

B.5

Description of the Group The Issuer is the parent company of the Group. The
and the Issuer’s position following diagram gives a simplified summary of the
within the Group
Issuer’s corporate structure:

B.9

Profit forecast or estimate

B.10

Qualifications in the audit Not applicable. The audit report on the historical financial
report on the historical information included in the Prospectus has been issued
financial information
without qualifications.

B.12

Selected financial and The summary financial information and tables presented
business information and below is financial information from the Issuer's audited
the prospects of the Issuer consolidated financial statements for 2015 and 2016, and
unaudited interim financial statements for the period 1
January to 30 June 2016 and 2017.

Not applicable. No forecast or estimates is provided in the
Prospectus.

The Issuer prepares consolidated financial statements in
accordance with International Financial Reporting
Standards as adopted by the EU and additional
requirements of the Danish Financial Statements Act.
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure
Income statement
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure

Cash flow statement
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure
Balance sheet
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure

B.13

Recent events particular to None.
solvency

B.14

Dependence of the Issuer The Issuer’s ability to pay any amounts due on the
on other entities within the Bonds is, to a significant extent, dependent on the
Group
financial performance of its Subsidiaries and will

depend upon the level of distributions, interest
payments and loan repayments, if any, received from
its operating Subsidiaries and associated undertakings,
any amounts received on disposals of assets and equity
holdings and the level of cash balances. Certain of the
Group’s operating Subsidiaries and associated
undertakings are and may, from time to time, be
subject to restrictions on their ability to make
distributions and loans including as a result of
restrictive covenants in loan agreements, foreign
exchange and other regulatory restrictions and
agreements with the other shareholders of such
Subsidiaries or associated undertakings.
B.15

Principal activities

is headquartered in Copenhagen
Municipality, with operations in Poland, Ukraine and
The

Group

30

Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure
Russia. It has 42 pig farms, 9 biogas plants production units
and one fully owned slaughterhouse. The Issuer has a longstanding history, having been founded in 1994.
The vision is to become a world leader in agricultural and
food production based on sustainable production standards
and high quality of both products and organization. The
Group has the following activities:
•

•

•
•

Pig farming
o Piglets and weaners
o Sows
o Finishers
o GMO free- and Raised Without Antibiotics
(“RWA”) meat
Meat processing
o MAP (i.e. Modified Atmosphere Packaging,
which is specialized packaged meat with
extended lifetime)
o Processed products
o Prime cuts and deboned meet
o The products are produced primarily as “white
label” but increasingly under own brands
Biogas production
o Heat and electricity
Arable
o Cereal for pig feed, oil seeds for external sale,
and silage harvest for biogas production

The Group is a vertically integrated food producer with
operations within pig farming, processing of pig meat,
arable, electricity production from biogas, hence reducing
volatility of input cost as well as ensuring biosecurity and
quality in every step of the value chain.
The vertical integration ensures full controllability of the
value chain, which enables the Group to provide
differentiating and unique products. This has enabled the
Group to differentiate itself from the bulk market. Not only
in terms of processed meat but additionally in regards to
general pig production, as the Group is able to deliver
GMO free– and RWA meat based on a CO2 neutral
production, which generally yields a small premium. For
processed products the premium is higher, with gross
margins of 347 EUR/tonne for processed products, 243
EUR/tonne for MAP, versus 56 EUR/tonne for prime cuts
and deboned meat (2016 figures).
The Group enjoys a position as the second largest pig
producer in both Poland and Ukraine, top 10 pig meat
processor in Poland, and the number one Polish on-farm
biogas operator. It is exporting approximately 23 per cent.
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure
of its pig meat from its slaughterhouse facilities, whereof
approximately 17 per cent. of exports are exported to
Denmark, directly to retailers as well as processors. Having
production in several markets eases the flow of goods to
the end-markets where the prices are highest, and lowers
the risk of reduced sales from changes in trade regimes.
The Group’s leading operational approach is based on
Danish pig production standards in countries where land
prices and labour are cheaper than in Denmark. This has
given the Group a competitive advantage, enabling it to
make money and grow its market share, even in times with
historically low pig prices.
As a result of following Danish pig farming principles of
sustainability and efficiency, the Group has leading
operating metrics of pigs sold per sow, meat yield per sow
and feed conversion ratio, yielding 30.4, 2,802 and 2.7,
respectively, versus EU market averages of 25.4, 2,336 and
2.8. The commitment to sustainability and environmental
protections in all operations has furthermore yielded a
negative CO2 footprint, guaranteed GMO free and RWA
products, a branding to be emphasized more going forward
as processing refocuses towards specialty products.
The Group has a long track record of revenue growth, both
organically and through acquisitions, as well as improving
profitability. This provides comfort in the Group’s ability
to seize growth opportunities also going forward. The
Group has since 2010 grown its number of sows from
26,800 to 41,500 and the total produced weight from
58,000 tonnes to 121,000 tonnes.
The Group is run by an experienced Danish management
with long-running industry knowledge who together with
the shareholders have built the business since 1994. The
CEO, Tom Axelgaard, and a number of the current
shareholders are Danish pig farmers. As a result, it has been
key to the management to have strong focus on internal
education to proliferate Danish values and operating knowhow throughout the organizations, implemented through
the Group’s own “Axzon Agriculture & Management
Academy”. In addition, many of the local leaders have
worked for years on Danish farms owned by the
shareholders for training purposes.
The result is a world leader in the use of sustainable food
production practices, using the most advanced farming
technology and methods and with modern facilities,
resulting in superior operational metrics.
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure

B.16

Ownership and control

As of the date of this Prospectus, Polen Invest A/S holds
84.7 per cent., International Finance Corporation (IFC)
holds 6.9 per cent., Tom Axelgaard owns 3.90 per cent. and
76 Danish private shareholders hold the remaining 4.5 per
cent. of the Issuer.

B.17

Credit ratings

Not applicable. The Issuer is unrated on the date of this
Prospectus.

B.18

The nature and scope of The Guarantors will guarantee the payment of the Bonds
the Guarantee
on a senior secured basis. Each Guarantee will provide the
Bondholders with a direct claim against the relevant
Guarantor.
However, the Bond Terms will provide for general
limitation language to the effect that the Guarantees are
limited to an extent required under Polish and Ukrainian
law respectively. As for Polish law the Guarantee is limited
so that it shall not breach Polish capital maintenance rules
or result in the Guarantor’s insolvency under Polish law.
Enforcement of each Guarantee or Transaction Security
Document may be subject to certain generally available
defenses. These laws and defenses include those that relate
to corporate benefit, fraudulent trading, conveyance or
transfer, voidable or unfair preference, financial assistance,
corporate purpose, capital maintenance or similar laws,
regulations or defenses affecting the rights of creditors
generally. Enforcement of any of the Guarantees or the
Transaction Security Documents against any Guarantor or
any grantor of Security Interests will also be subject to
certain defenses available to guarantors and grantors of
security interests generally.

B.19

The Guarantors

The Guarantors are:
Danosha Ltd, a limited liability company organised and
existing under the laws of Ukraine under EDRPOU Code
32464900, incorporated on 30 April 2003, with its
registered office at 77330, Ukraine, Ivano-Frankivska
oblast, Kaluskyi raion, Kopanky village, 1 Lisova street.
The purpose of the company is growing of cereals (except
rice), legumes and seeds of oilseeds, growing of other
annual and biennial crops, breeding of cattle of dairy
breeds, breeding of other bovine animals and buffaloes,
breeding pigs (main type), subsidiary activities in crop
production, wholesale of grain, raw tobacco, seeds and
animal feed, wholesale of live animals, freight transport by
road, activities in the field of engineering, geology and
geodesy, provision of technical consulting services in these
areas, electricity production, transmission of electricity,
distribution of electricity, electricity trading, collection of
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Section B – Issuer and guarantors
Element

Disclosure requirement

Disclosure
safe waste, treatment and disposal of safe waste,
construction of residential and non-residential buildings.
Poldanor S.A., a joint stock company organised and
existing under the laws of Poland under number
KRS 0000103018, incorporated on 27 March 2002 , with
its registered seat in Przechlewo, at ul. Dworcowa 25, 77320 Przechlewo, Poland. The purpose of the company is
pig production, arable production, support activities for
animal production, feed production, wholesale of live
animals, wholesale of grain, unmanufactured tobacco,
seeds, animal feeds, rental or leasing of agricultural
machinery and equipment, production and transmission of
electricity.
Prime Food sp. z o.o., a limited liability company
organised and existing under the laws of Poland under
number KRS 91298, incorporated on 14 February 2002,
with its registered seat in Przechlewo, at ul. Młyńska 43B,
77-320 Przechlewo, Poland. The purpose of the company
is production of meat and poultry, meat processing,
manufacture of prepared meals and dishes, manufacture of
other food products, water collection, treatment and
supply, construction works, wholesale of food, beverages
and tobacco, retail sale of food, beverages and tobacco in
specialized stores, warehousing and storage of other goods,
renting and operating of own or leased real estate.
Finansax ApS, a newly established limited liability
company wholly owned by the Issuer and organized under
the laws of Denmark under CVR-No. 38 64 19 21,
incorporated on 25 May 2007, with its registered office at
Vesterbrogade 4 A, 5th floor, 1620 Copenhagen V,
Copenhagen Municipality Denmark. The purpose of
Finansax ApS is to own shares and make other investments
related to pig production and related business.
Section C – Securities

Element

Disclosure requirement

Disclosure

C.1

Description of the type and The Bonds are senior secured obligations of the Issuer.
the class of the Bonds,
including any security The Bonds are registered in the permanent ISIN
DK0030398979.
identification number

C.2

Currency of the Bonds

C.5

Description
of
any The Bonds are freely transferable and may be pledged,
restrictions on the free subject to any purchase or transfer restrictions, as
applicable from time to time, under local laws to which a
Bondholder may be subject (due e.g. to its nationality, its

The Bonds are denominated in EUR.
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Section C – Securities
Element

Disclosure requirement
transferability
Bonds

of

Disclosure

the residency, its registered address, its place(s) for doing
business).
All trades in Bonds as well as the initial subscription shall
be in a minimum amount of EUR 100,000. A Bondholder
who, as a result of trading such amounts, holds an amount
which is less than EUR 100,000 in its account with the
relevant clearing system will not be able to sell the
remainder of such holding without first purchasing a
principal amount of the Bonds at or in excess of EUR
100,000 such that its holding amounts to EUR 100,000 or
above.

C.8

Description of the Bonds
and any rights attached to
the Bonds, including
ranking and limitations to
those rights

The Bonds are registered in VP in multiples of EUR 0.01.
Ranking
The Bonds rank pari passu in right of payment to all of the
Issuer’s existing and future senior indebtedness that is not
subordinated in right of payment to the Bonds, including
the obligations of the Issuer under the Super Senior
Revolving Credit Facility and certain hedging obligations,
and are senior in right of payment to all existing and future
indebtedness of the Issuer that is subordinated in right of
payment to the Bonds. The Bonds are effectively
subordinated to any existing or future indebtedness or
obligation of the Issuer and its subsidiaries that is
mandatorily preferred by law.
The Bonds are secured on a first-ranking basis by (i) a
pledge of the Escrow Account to which the proceeds of the
Bonds (net of costs and expenses) were transferred; (ii) a
pledge of the shares owned by the Issuer in each of the
Original Guarantors; (iii) a negative pledge registered in
the Danish Personal Register in respect of the Issuer; (iv) a
blank promissory note issued by each Original Guarantor
incorporated in Poland; (v) mortgages over properties with
an aggregate value in excess of DKK 250,000,000; and (vi)
an assignment of any proceeds loans made by the Issuer to
certain of its subsidiaries to repay the existing indebtedness
of the Issuer’s subsidiaries and of other structural intragroup loans made by the Issuer to its subsidiaries or loans
and an assignment by Polen Invest A/S of the Existing
Shareholder Loan.
The Bondholders receive proceeds from the enforcement
of the above transaction security only after the lenders
under the Super Senior Revolving Credit Facility and
counterparties to certain hedging agreements have been
repaid in full, except for the pledge of the Escrow Account
which shall only secure liabilities in respect of, or
associated with, the Bonds.
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Section C – Securities
Element

Disclosure requirement

Disclosure
Put Option
Upon the occurrence of a Put Option Event, each
Bondholder will have a right (Put Option) to require that
the Issuer purchases all of the Bonds held by that
Bondholder at a price equal to 101 per cent. of the Nominal
Amount during a period of 60 calendar days following the
notice of a Put Option Event. The Put Option repayment
date will be the fifth Business Day after the end of the 60
calendar days exercise period.
If Bonds representing more than 90 per cent. of the
outstanding Bonds have been repurchased due to the Put
Option, the Issuer is entitled to repurchase all the remaining
outstanding Bonds at the price stated in above by notifying
the remaining Bondholders of its intention to do so no later
than 20 calendar days after the Put Option Repayment
Date. Such prepayment may occur at the earliest on the
15th calendar day following the date of such notice.
Governing law
The terms of the Bonds are subject to Danish law.

C.9

Description of the rights
attached to the Bonds,
including information such
as interest, maturity, yield
and the representative of
the Bondholders

Interest rate
The percentage rate per annum equals the aggregate of the
reference rate plus margin. The reference rate is three
months EURIBOR. EURIBOR floor of 0.0 per cent. will
apply. The applicable margin is 4.50 per cent.
Interest payment date
Interest becomes payable the last day of each interest
period of each three months, the first interest payment date
being 26 May 2017 and the last interest payment date being
26 May 2021.
Maturity
The Bonds (to the extent not redeemed or otherwise
discharged) will mature in full on 26 May 2021 at a price
equal to 100 per cent. of the Nominal Amount.
Equity Claw Back
The Issuer may at one occasion, in connection with an
Equity Listing Event, repay up to 35 per cent. of the
aggregate principal amount of the Bonds (Issue Amount
plus any Tap Issue) (provided at least 60 per cent. of the
Issue Amount remains outstanding after such repayment),
in which case the relevant amount shall be repaid pro rata
as provided for below. The repayment must occur on an
Interest Payment Date within 180 calendar days after such
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Section C – Securities
Element

Disclosure requirement

Disclosure
Equity Listing Event and be made with funds in an
aggregate amount not exceeding the cash proceeds
received by the Issuer as a result of such Equity Listing
Event (net of fees, charges and commissions actually
incurred in connection with such offering and net of taxes
paid or payable as a result of such offering). The repayment
per Bond shall be at a price equal to 102.25 per cent. of the
Nominal Amount together with accrued but unpaid
interest. The Issuer may also choose to exercise the Call
Option in the event of an Equity Listing Event.
Call option
The Issuer may redeem all or part (however in a minimum
amount equal to 10 per cent. of the Bonds if in part) of the
outstanding Bonds on any Business Day from and
including: (i) the Issue Date to, but not including, the First
Call Date at a price equal to the Make Whole Amount; (ii)
the First Call Date to, but not including, the Interest
Payment Date falling 36 months after the Issue Date at a
price equal to 102.25 per cent. of the Nominal Amount
redeemed; (iii) the Interest Payment Date falling 36 months
after the Issue Date to, but not including, the Interest
Payment Date falling 42 months after the Issue Date at a
price equal to 101.125 per cent. of the Nominal Amount
redeemed; and (iv) the Interest Payment Date falling 42
months after the Issue Date to the Maturity Date at a price
equal to 100 per cent. of the Nominal Amount redeemed.
In each case plus accrued but unpaid interest, provided in
the case of any redemption in part that at least 60 per cent.
of the aggregate principal amount of the Bonds remains
outstanding after such redemption.
Mandatory early redemption at the Longstop Date
In the event that the conditions for disbursement from the
Escrow Account have not been fulfilled within 3 months,
the Issuer shall immediately redeem the Bonds at a price of
101 per cent. of the Nominal Amount plus accrued interest,
by inter alia applying the funds deposited on the Escrow
Account for such redemption.
Early redemption option due to a tax event
If the Issuer is required by law to withhold any tax from
any payment in respect of the Bonds under the Bond
Finance Documents as a result of a change in applicable
law implemented after the date of the Bond Terms, the
Issuer will have the right to redeem all, but not only some,
of the Bonds at a price equal to 100 per cent. of the
Nominal Amount. The Issuer shall give written notice of
such redemption to the Bond Trustee and the Bondholders
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Section C – Securities
Element

Disclosure requirement

Disclosure
at least 20 Business Days prior to the relevant repayment
date, provided that no such notice shall be given earlier
than 60 days prior to the earliest date on which the Issuer
would be obliged to withhold such tax were a payment in
respect of the Bonds then due.
Representative
Nordic Trustee A/S has been appointed representative of
the Bondholders.

C.10

Description of the rights Not applicable. The interest payment does not include any
attached to the Bonds and derivative components.
any derivative components

C.11

Listing and trading

Application has been made to Nasdaq Copenhagen A/S for
official listing of the Bonds and admittance to trading on
Nasdaq Copenhagen A/S' regulated market.
Section D – Risks

Element
D.2

Disclosure requirement

Disclosure

Key information on the
key risks that are specific
to the Issuer

An investment in the Bonds involves a high degree of
financial risk. There are risks associated with any purchase
of the Bonds, including risks related to the Issuer's industry
and business and the Guarantees and Security Interests,
that prospective buyers of the Bonds should consider
carefully before deciding to purchase any Bonds.
Risks related to the industry and to the business of the
Issuer and the Group
•

Operational risks
o Biosecurity risk and other risks affecting the
food industry
o Risk of changes in consumer demand and
consumption patterns
o Risk of failure to attract and retain key
personnel
o Risk of fraud or other misconduct by the
employees, customers or other third parties
o Risk of increased competition
o Risk of failures of IT-systems and security
breaches
o Risk of personal injury, damage to property or
fatal accidents
o Risk of managing future growth and expansion
o Risk of mechanical failures, utility
shortages/stoppages, Acts of God, etc.
o Risk of non-satisfactory relations with
employees
o Risk of reputational damage
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Section D – Risks
Element

Disclosure requirement

Disclosure
o

•

•

•

Risk related to acquisitions and investments in
joint ventures
Financial risks
o Credit risk
o Currency risk
o Interest rate risk
o Liquidity risk
o Risk of fluctuations in the fair value of pigs
o Risk of fluctuations in the prices of pork meat
o Risk of fluctuations in the prices of substitute
products
o Risk related to the Issuer’s major customers
Legal risks
o Litigation risk
o Risk of failure to comply with legal and
regulatory requirements
o Risk of introduction of new, or changes to
existing, laws and regulations
Political risks
o Country and market risk
o Risk of deterioration of economic conditions
o Risk of corruption
o Risk of increased protectionism
o Risk related to international operations

Risks related to the Guarantees and the Security
Interests
•

•
•
•
•
•
•
•

The Bonds will be secured only to the extent of the
value of the assets that have been granted as security
for the Bonds, and in the event that the Security
Interests are enforced, the lenders under the Super
Senior Revolving Credit Facility and counterparties of
certain hedging obligations will be paid with the
proceeds from the enforcement of Security Interests in
priority to the Bondholders
Bondholders may not control certain decisions
regarding the Security Interests
Enforcement of the rights of the Bondholders under the
Bond Terms across multiple jurisdictions may be
difficult
Enforcement of the Share Pledge Agreements may be
limited due to minority interests
Rights in the Collateral may be adversely affected by
the failure to perfect Security Interests
The Security Interests are granted to the Security Agent
rather than directly to the Bondholders
The ability of the Security Agent to enforce certain of
the Security Interests may be restricted by local law
There are circumstances other than repayment or
discharge of the Bonds under which the Security
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Section D – Risks
Element

Disclosure requirement

Disclosure

•

•

D.3

Key information on the
key risks relating to the
Bonds

Interests securing the Bonds and the Guarantees will be
released automatically, without Bondholder consent or
the consent of the Bond Trustee
Each Guarantee and Security Interest is subject to
certain limitations on enforcement and may be limited
by applicable law or subject to certain defenses that
may limit its validity and enforceability
Ukrainian law currency control regulation restricts
payments out of Ukraine which may have a material
adverse impact on the fund flows from Ukraine and
limit the enforcement of the Guarantees and the
Security Interests provided by the Ukrainian Guarantor
and/or related to assets located in Ukraine

Risks relating to the Bonds:
•
•
•
•
•
•
•

•
•

•

•
•
•

The Bonds may not be a suitable investment for all
investors
Legal investment considerations may restrict certain
investments
The Bonds may not remain listed on Nasdaq
Copenhagen A/S (or another listing exchange)
There may be no public market for the Bonds
The price of the Bonds is volatile
Investors may face foreign exchange risks by investing
in the Bonds
The Bond Terms will allow for modification of the
Bonds or waivers or authorisations of breaches and
substitution of the Issuer which, in certain
circumstances, may be affected without the consent of
Bondholders
Change of control– the Issuer’s ability to redeem the
Bonds with cash may be limited
Mandatory prepayment events may lead to a
prepayment of the Bonds in circumstances where an
investor may not be able to reinvest the prepayment
proceeds at an equivalent rate of interest
The Bonds may be subject to optional redemption by
the Issuer, which may have a material adverse effect on
the value of the Bonds, and in such circumstances an
investor may not be able to reinvest the redemption
proceeds at an equivalent rate of interest
The Issuer’s ability to service its indebtedness depends
on many factors beyond its control
There are risks related to insolvency or bankruptcy of
the Issuer
The Issuer depends to a certain extent on its
Subsidiaries, associates and joint ventures
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Section E – Offer
Element
E.2b

Disclosure requirement

Disclosure

Reasons for the Bond
Issue and use of proceeds

The Issuer has used the net proceeds from the Bond Issue
for:
(a) repayment in full of its existing senior debt set out in
Schedule 4 to the Bond Terms; and
(b) making Proceeds Loans and/or capital, cash or other
contributions to certain of its Subsidiaries to fund such
Subsidiaries’ repayment in full of their respective
existing debt and to fund the working capital
requirements in the Restricted Subsidiaries (however a
maximum amount of EUR 20,000,000 may be lent on
to Restricted Subsidiaries and a maximum amount of
EUR 6,666,667 may be used as working capital
requirements of the Restricted Subsidiaries and the
remaining part has been used for refinancing of
existing debt of the Restricted Subsidiaries). The
repayment of the existing debt in Danosha has been
done partially by a Proceeds Loan in the amount of
approximately EUR 31,000,000 to Danosha and a
Proceeds Loan in the amount of approximately EUR
6,600,000 million to Danish NewCo and a subsequent
acquisition by Danish NewCo of the existing debt
owed by Danosha to a certain creditor in an even
amount.
The remaining net proceeds from the Bond Issue have
been used for:
(a) repayment of DKK 30,000,000 on the Existing
Shareholder Loan;
(b) payment of dividends to the shareholders of the Issuer
of DKK 75,000,000; and
(c) general corporate purposes of the Group.

E.3

Terms and conditions of
the Bond Issue

See Appendix D.

E.4

Material interests in the
Bond Issue including
conflicts of interest

The Issuer is not aware of material interests in the Bond
Issue including conflicts of interest.

E.7

Estimated expenses
charged to the investor by
the Issuer

Not applicable. The Issuer will not charge expenses to
investors nor is the Issuer aware of other expenses or
charged to investors.
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STATEMENT OF RESPONSIBILITY
We hereby declare that we have taken all reasonable care to ensure that, to the best of our knowledge,
the information contained in this Prospectus is in accordance with the facts and contains no omissions
likely to affect its import.
The Prospectus is signed by the Chief Executive Officer and Chief Financial Officer of Axzon A/S
pursuant to an authorization from the board of directors of Axzon A/S.

Tom Axelgaard
Chief Executive Officer
Axzon A/S

Hans Henrik Pauk Pedersen
Chief Financial Officer
Axzon A/S
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RISK FACTORS
An investment in the Bonds involves a high degree of financial risk. You should carefully consider all
information in this Prospectus, including the risks described below, before you decide to buy the Bonds.
This section addresses both general risks associated with the industry in which the Group operates and
the specific risks associated with its business. If any such risks were to materialize, the Group’s
business, results of operations, financial condition and/or prospects could be materially and adversely
affected, resulting in a decline in the value of the Bonds and a loss of part or all of your investment.
Further, this section describes certain risks relating to the Bonds which could also adversely impact
the value of the Bonds.
The risks and uncertainties discussed below are those that the Issuer’s management currently views as
material, but these risks and uncertainties are not the only ones that it faces. Additional risks and
uncertainties, including risks that are not known to the Issuer at present or that its management
currently deems immaterial, may also arise or become material in the future, which could lead to a
decline in the value of the Bonds and a loss of part or all of your investment. The following risk factors
are not listed in any particular order of priority as to significance or probability.
References to the Issuer in the Risk Factors include, where the context requires, the Issuer and its
Subsidiaries.
Risks related to the industry and to the business of the Issuer and the Group
Operational risks
Biosecurity risk and other risks affecting the food industry
The Issuer takes precautions to ensure that its pigs are healthy and that its pig farms, processing plants
and other facilities operate in a sanitary manner. Nevertheless, the Issuer is subject to risks relating to
the ability to maintain animal health and control diseases. Animal health problems can materially
adversely impact the production, the supply of raw materials and consumer confidence in all of the
Issuer’s operating segments. An occurrence of swine diseases, such as African Swine Fever (ASF) or
Porcine Epidemic Diarrhea Virus (PEDV), or any outbreak of other serious animal diseases or
epidemics might materially adversely impact the production, the supply of raw materials and consumer
confidence in all of the Issuer’s operating divisions. From time to time, the Issuer has experienced
outbreaks of animal diseases and the Issuer may experience additional occurrences of disease in the
future. Animal diseases can reduce the number of pigs produced, hamper the growth of pigs to finishing
size, result in expensive medication and vaccination costs, require the quarantine or disposal of infected
pigs and, in extreme cases, exterminate large quantities of pigs and temporarily suspend the Issuer’s
business operations in the affected facilities, any of which could materially adversely affect the
production or ability to sell products. In addition, adverse publicity concerning any disease or health
concern could also cause customers to lose confidence in the safety and quality of pork products. There
is no assurance that there will be no recurrence of outbreaks of animal diseases in Poland, Russia or
Ukraine. If the Issuer experiences any outbreaks of animal diseases, its business, results of operations,
financial condition and/or prospects may be materially adversely affected.
Finally, the Group is also subject to risks affecting the food industry generally, including risks posed
by the following:
•
•
•
•
•

food spoilage;
food contamination;
contamination of raw materials;
consumer product liability claims;
product tampering;
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•
•
•

product labeling errors;
the expense and possible unavailability of product liability insurance; and
the potential cost and disruption of a product recall.

If raw materials or products of the Issuer are found to be spoiled, contaminated, tampered with,
incorrectly labeled or reported to be associated with any such incidents, the Issuer may be subject to
product liability claims, adverse publicity and/or government scrutiny/investigations, any of which
could result in lower demand and prices for the products, increased costs and interruption of operations.
Any of these events could have a material adverse effect on the Issuer’s business, results of operations,
financial condition and/or prospects. Despite the measures in place to control the quality of the Issuer’s
raw materials and products, there can be no assurance that contamination of the Issuer’s raw materials
or products will not occur during the transportation, production, distribution and/or sales processes due
to reasons unknown to the Issuer or beyond of its control. Further, the products of the Issuer are
susceptible to contamination by disease-producing organisms or pathogens, such as Listeria
monocytogenes, Salmonella, Campylobacter and generic E. coli. Because these organisms and
pathogens are generally found in the environment, there is a risk that one or more of them, as a result
of food processing, could be present in the products. The Issuer has systems in place designed to monitor
food safety risks throughout all stages of the Issuer’s processes. However, the Issuer cannot assure that
such systems, even when working effectively, will eliminate the risks related to food safety. These
organisms and pathogens can also be introduced to the products as a result of improper handling in
transportation or at the further processing, foodservice or consumer level. In addition to the risks caused
by the processing operations and the subsequent handling of the products, the Issuer may encounter the
same risks if any third party tampers with the products. The Issuer could be required to recall certain of
its products in the event of contamination or adverse test results. Any product contamination could also
subject the Issuer to product liability claims, adverse publicity and government scrutiny, investigation
or intervention, resulting in increased costs and any of these events could have a material adverse impact
on the Issuer’s business, results of operations, financial condition and/or prospects.
Risk of changes in consumer demand and consumption patterns
The Issuer’s business depends substantially on consumer demand and consumption patterns, which are
affected by a number of factors, many of which are beyond its control. These factors include consumer
preferences, tastes and spending habits, consumer perception of safety and quality of meat products
generally and the Issuer’s products in particular, shifts in discretionary spending toward other goods,
consumer purchasing power, prices of the products and competing or substitute products, general and
local economic conditions, and uncertainties about future economic prospects. A decline in the demand
for products could occur as a result of a change in any of the factors described above at any time. The
Issuer’s success will depend in part on its ability to anticipate, identify or adapt to these changes.
In addition, the success of the Issuer’s operations depends on its ability to identify market trends and
introduce new or enhanced products in a timely manner that satisfy the tastes and preferences of
customers. Customer preferences differ across and within each of the Issuer’s operating countries and
shift over time in response to changes in culinary, demographic and social trends, economic
circumstances and the marketing efforts of competitors of the Issuer. There can be no assurance that the
Issuer’s existing products will continue to be accepted by its customers or that the Issuer will be able to
anticipate or respond to changes in consumer tastes and preferences in a timely manner. Failure to
anticipate, identify or react to these particular tastes or changes could materially adversely affect the
sales performance and profitability of the Issuer. Further, demand for many of the consumer products
is closely linked to consumers’ purchasing power and disposable income levels, which may be
materially adversely affected by unfavorable economic development in the countries in which the Issuer
operates. Moreover, the Issuer may not be successful in developing innovative new products, and new
products may not be commercially successful. To the extent the Issuer is not able to effectively gauge
the direction of key markets and successfully identify, develop and manufacture new or improved
products in these changing markets, the financial results and competitive position will suffer. Moreover,
there are inherent market risks associated with new product introductions, including uncertainties about
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marketing and consumer acceptance, and there can be no assurance that the Issuer will be successful in
introducing new products. The Issuer may expend substantial resources developing and marketing new
products which may not achieve expected sales levels.
Risk of failure to attract and retain key personnel
The performance of the Issuer depends in part on the continued services and employment of executive
management and management team, many of whom have significant senior executive and relevant
industry experience and would be difficult to replace. If any member of the executive management or
management team were to terminate their services or employment with the Issuer, it may have to incur
significant costs in attracting, hiring, training and retaining replacements as competition in the
agricultural industry for suitably qualified senior managers is significant. It has previously proved
difficult to attract and hire qualified production managers in Poland, Russia and Ukraine or persuade
Danish production managers to take a secondment in Poland, Russia or Ukraine in order to train local
staff to become production managers. The loss of other executive officers or key employees, the
inability to recruit sufficient, qualified personnel, or the inability to replace departing employees in a
timely manner may have a material adverse effect on the business, results of operations, financial
condition and/or prospects of the Issuer.
In addition, the Issuer depends on its ability to attract, hire, train and retain qualified employees. A
higher turnover rate among employees would increase recruiting and training costs and could require
the Issuer to offer higher wages, which may have a material adverse effect on the business, results of
operations, financial condition and/or prospects of the Issuer.
Risk of fraud or other misconduct by the employees, customers or other third parties
The Issuer is exposed to fraud or other misconduct committed by employees, customers or other third
parties, which could subject the Issuer to financial losses, third-party claims, regulatory investigations
and/or reputational damages. Despite the internal control measures in place, the Issuer cannot assure
that internal control policies and procedures are sufficient to prevent, or that the Issuer could properly
manage the conduct of its employees or customers, or that the Issuer can otherwise fully detect or deter,
all incidents of fraud, legal, tax or other regulatory non-compliance, violations of relevant laws and
regulations and other misconduct. Any such conduct committed by employees, customers or other third
parties could have a material adverse effect on the business, results of operations, financial condition
and/or prospects of the Issuer.
Risk of increased competition
Operating in the pork industry, which – primarily in Poland – is a highly fragmented market, the Issuer
faces competition mostly in terms of the price, but also quality of its products as well as availability and
distribution, brand recognition and product positioning. Current and future competitors may develop
products of a comparable or superior quality to the Issuer’s or adapt more quickly than the Issuer does
to evolving consumer preferences or market trends, and the resources of competitors may increase due
to mergers, consolidations or alliances, thus achieving scales of operations or sales networks that would
make it more difficult for the Issuer to compete.
In addition, increased competition may result in price wars and negative brand advertising, all of which
may materially adversely affect the market share and profit margin of the Issuer. To expand market
share or enter into new markets, some competitors may use aggressive pricing strategies, greater
incentives and subsidies for distributors, retailers and other customers. The Issuer may not be able to
compete effectively with current and future competitors, and the inability to compete successfully
against competitors could result in loss of market share or reduced profit margins, either of which could
materially adversely impact the business, results of operations, financial condition and/or prospects of
the Issuer.

45

Finally, in response to competitive and customer pressures or to maintain market share, the Issuer may
be forced to reduce its selling prices or increase or reallocate spending on marketing, advertising,
promotions or selling concessions in order to compete. These types of actions could result in loss of
market share or reduced profit margins. Such pressures may also restrict the ability of the Issuer to
increase selling prices in response to raw material and other cost increases. In light of the strong
competition that the Issuer currently faces, and which may intensify in the future, there can be no
assurance that the Issuer will be able to increase the sales of products or even maintain past levels of
sales, or that profit margins will not be reduced. If the Issuer is unable to increase product sales or to
maintain past levels of sales and profit margins, the business, results of operations, financial condition
and/or prospects of the Issuer may be materially adversely affected.
Risk of failures of IT-systems and security breaches
IT is an important part of the Issuer’s business operations and the Issuer increasingly rely on IT-systems
to monitor and track the production process and biological and logistics assets, manage business data
and increase efficiencies in the production and distribution facilities and inventory management
processes. The Issuer also uses IT to process financial information and results of operations for internal
reporting purposes and to comply with legal and regulatory requirements as well as applicable tax laws
and regulations. In addition, the Issuer depends on IT for electronic communications between the
facilities, personnel, customers and suppliers. IT-systems may be vulnerable to a variety of
interruptions, including during the process of upgrading or replacing software, databases or components
thereof, natural disasters, terrorist attacks, telecommunications failures, computer viruses, cyberattacks, hackers, organized unauthorized access attempts and other security issues. The IT-security
initiatives and disaster recovery plans implemented by the Issuer to address these concerns may not be
adequate. Any significant failure of the IT-systems, including failures that prevent IT-systems from
functioning as intended, could cause transaction errors, processing inefficiencies, loss of customers and
sales, have negative consequences on the employees and business partners of the Issuer and have a
negative impact on the operations or business reputation of the Issuer.
In addition, if the Issuer is unable to prevent security breaches, the Issuer may suffer financial and
reputational damage or penalties because of the unauthorized disclosure of confidential information
belonging to it or to its partners, customers, consumers or suppliers.
Risk of personal injury, damage to property or fatal accidents
The Issuer uses machinery and equipment in the production processes such as cutting equipment,
heating machines and biogas generation equipment, which are potentially dangerous and may cause
personal injuries to its employees or others.
In addition, the employees may violate safety measures or other related rules and regulations, which
may cause industrial accidents. Any significant accident could interrupt production and result in
personal injuries, damages to properties, fatal accidents and legal and regulatory liabilities.
Finally, potential industrial accidents leading to significant property loss or personal injury may subject
the Issuer to claims and legal proceedings, and the Issuer may be liable for medical expenses and other
payments to employees and their families as well as fines or penalties. As a result, reputation, brand,
business, results of operations, financial condition and/or prospects of the Issuer may be materially
adversely affected.
Risk of managing future growth and expansion
The future growth of the Issuer and expansion may depend on establishing new production facilities
and expanding production capacity, ramping up the production of existing and new production facilities,
introducing new products, expanding sales and distribution network, and entering new markets or new
sales channels. The ability of the Issuer to achieve growth will be subject to a range of factors, including:
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•
•
•
•
•
•
•
•

competing with other companies in markets;
exercising effective quality control and maintaining high safety standards;
expanding sales network and strengthening existing relationships with customers;
enhancing research and development capabilities;
attracting, hiring, training and retaining qualified personnel;
controlling costs of operations;
prioritizing operational, financial and management controls and systems in an efficient and
effective manner;
managing various suppliers and leveraging purchasing power.

Expansion into new geographic markets and new sales channels, including e-commerce channels in
which the Issuer has limited operating experience and brand recognition, may present operating and
marketing challenges that are different from those the Issuer currently face in the existing markets and
sales channels. New markets and sales channels may have different competitive dynamics, consumer
preferences and discretionary spending patterns compared to the existing markets and sales channels.
Consumers in new markets and sales channels are likely to be unfamiliar with the Issuer’s brands and
products and the Issuer may need to build or increase brand awareness in the relevant markets and sales
channels by increasing investments in advertising and promotional activities. The Issuer may find it
more difficult in new markets to attract, hire, train and retain sufficient, qualified personnel. As a result,
any products introduced in new markets may be more expensive to produce and distribute and may take
longer to reach expected sales and profit levels than in the existing markets, which in turn could affect
the viabilities of these new operations and the Issuer’s overall profitability.
In addition, the Issuer’s growth and expansion plans could strain its managerial, operational and
financial resources. The ability to manage future growth and expansion will depend on the Issuer’s
ability to continue to implement and improve operational, financial and management systems on a
timely basis and to expand, train, motivate and manage the workforce. The Issuer cannot assure that its
personnel, systems, procedures and controls will be adequate to support future growth and expansion.
Failure to effectively manage the expansion may lead to increased costs and reduced profitability and
may materially adversely affect the Issuer’s growth prospects.
Finally, as the Issuer expands its operations, it may encounter regulatory, cultural and other difficulties
that may also increase the costs of operations.
Risk of mechanical failures, utility shortages/stoppages, Acts of God, etc.
The Issuer relies on equipment and machinery in its facilities for the production and quality control of
the products. Any failures or breakdowns of such equipment and machinery could materially disrupt or
suspend the production, reduce output and/or cause the incurrence of additional costs to repair or replace
the affected equipment or machinery. There can be no assurance that the Issuer will not experience
problems with its equipment or machinery or that the Issuer will be able to address any such problems
or obtain replacements in a timely manner. Problems with key equipment or machinery in one or more
of the production facilities may affect the ability to produce products or cause the Issuer to incur
significant costs to repair or replace the affected equipment or machinery. Any of these factors could
have a material adverse effect on the business, results of operations, financial condition and/or prospects
of the Issuer.
In addition, the production and operations depend on a continuous and adequate supply of utilities, such
as electricity, water and gas. Any disruption to the supply of electricity, water, gas or other utilities at
the Issuer’s production facilities would disrupt the production and/or cause deterioration or loss of
products. This could materially adversely affect the Issuer’s ability to fulfill sales orders and
consequently may have a material adverse effect on its business, results of operations, financial
condition and/or prospects.
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Finally, the operations of the Issuer may be subject to Acts of God beyond its control. Fire, earthquakes,
natural disasters, pandemics or extreme weather (including droughts, floods, excessive cold or heat,
typhoons or other storms) could cause power outages, fuel shortages, water shortages, damage to the
production, processing or distribution facilities or disruption of transportation channels, any of which
could impair or interfere with its operations. There can be no assurance that similar or other serious
events will not happen in the future or that the Issuer will take adequate steps to mitigate the likelihood
or potential impact of similar events, or to effectively respond to such events if they occur, which could
materially adversely affect the business, results of operations, financial condition and/or prospects of
the Issuer.
Risk of non-satisfactory relations with employees
The Issuer faces risks relating to its employee relations. The operations in Poland, Russia and Ukraine
depend on the availability, retention and relative costs of labour and maintaining satisfactory relations
with both employees and labour unions. Any shortages in the availability of labour, any material
increases in the cost of labour or any deterioration in employee relations may have a material adverse
effect on the business, results of operations, financial condition and/or prospects of the Issuer.
In addition, if the Issuer fails to maintain satisfactory relations with its employees or with the labor
unions, the Issuer may experience labour strikes, work stoppages or other labour disputes.
Finally, the discovery by the Issuer or governmental authorities of undocumented workers could result
in the Issuer having to attempt to replace those workers, which could be disruptive to the operations or
may be difficult to do.
Risk of reputational damage
The Issuer’s reputation and brands could be harmed by product defects, ineffective customer service,
product liability claims, consumer complaints or negative publicity or media reports.
In addition, any claim against the Issuer, even if meritless or unsuccessful, could divert the
management’s attention and resources from other business concerns, which may materially adversely
affect the business, results of operations, financial condition and/or prospects of the Issuer. Negative
media coverage regarding the safety, quality or nutritional value of the Issuer’s products and the
resulting negative publicity could materially adversely affect consumers’ recognition of and trust in the
Issuer and its brands and products. Further, adverse publicity about any legal or regulatory action against
the Issuer could damage its reputation and brand image, undermine the customers’ confidence in the
Issuer and reduce long-term demand for the products, even if the regulatory or legal action is unfounded
or immaterial to the operations.
Finally, negative publicity relating to the products of the Issuer, brands or operations or to the pork or
meat industry in general may materially adversely affect consumer perceptions of the products and
result in decreased demand for the products. In particular, negative publicity relating to any one of the
Issuer’s brands may be particularly harmful as the Issuer uses a limited number of brands to sell its
products, and therefore face risks from brand concentration. Adverse publicity concerning any
perceived or real health risks associated with the brands or products could also cause customers to lose
confidence in the safety and quality of the Issuer’s food products, which could materially adversely
affect the reputation, business, financial condition, results of operations and prospects of the Issuer,
particularly as the Issuer expands its branded products business. The Issuer could also be materially
adversely affected by perceived or real health risks associated with similar products produced by others
to the extent such risks cause consumers to lose confidence in the safety and quality of such products
generally and, therefore, lead consumers to opt for other meat options that are perceived as safe.
Risk related to acquisitions and investments in joint ventures
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From time to time, the Issuer reviews opportunities for strategic growth through acquisitions. The Issuer
has also pursued and may in the future pursue strategic growth through investments in joint ventures.
These acquisitions and investments may involve large transactions or realignment of existing
investments. These transactions present financial, managerial and operational challenges, including:
•
•
•
•
•

•
•
•
•

diversion of management attention from managing the existing business;
difficulty with integrating businesses, operations, personnel, financial and other systems;
lack of experience in operating in the geographical or product markets of the acquired business;
increased levels of debt potentially leading to associated reduction in ratings of the Issuer’s debt
securities and materially adversely impact the various financial ratios;
the requirement that the Issuer periodically reviews the value at which it carries on investments in
joint ventures and, in the event the Issuer determines that the value at which it carries a joint venture
investment has been impaired, the requirement to record a non-cash impairment charge, which
charge could substantially affect the reported earnings in the period of such charge, would
negatively impact the financial ratios and could limit the ability to obtain financing in the future;
potential loss of key employees and customers of the acquired business;
assumption of and exposure to unknown or contingent liabilities of the acquired businesses;
potential disputes with the sellers; and
potential lack of common business goals and strategies with, and cooperation of, the Issuer’s joint
venture partners.

In addition, international acquisitions present unique difficulties and increase the Issuer’s exposure to
those risks associated with international operations.
The Issuer may experience financial or other setbacks if any of the businesses that the Issuer has
acquired or may acquire in the future have problems of which it is not aware or liabilities that exceed
expectations. Further, the Issuer will be required to record a non-cash impairment charge if it determines
that one or more of its equity investments are impaired in the future, which could substantially affect
the reported earnings in the period of such charge.
Financial risks
Credit risk
The Issuer is exposed to credit risks on its receivables, although it considers such risk to be low. The
maximum credit risk is the sum of receivables recognised, and outstanding receivables are followed-up
upon on a recurring basis in accordance with internal procedures. If it is uncertain whether a customer
is able or willing to pay, and the receivable is deemed doubtful, the receivable is written down.
If, for any reason or at any time, one large customer or several minor customers are not able or willing
to pay on the respective receivables, the business, results of operations, financial condition and/or
prospects of the Issuer may be materially adversely affected.
Currency risk
As the Issuer operates in multiple jurisdictions, including Poland, Russia and Ukraine, and no financial
instruments are used to hedge positions in foreign currencies, the Issuer is exposed to currency risk. In
particular, certain of the Issuer’s Subsidiaries report their results of operations in their local currency
(primarily Polish zloty (PLN), Russian roubles (RUB) and Ukrainian Hryvnia (UAH)), which are then
converted into Danish kroner (DKK) at the applicable exchange rates for inclusion in the Group’s
financial statements. Accordingly, any significant currency depreciations or exchange rate fluctuations
with respect to Polish zloty (PLN), Russian roubles (RUB) and Ukrainian Hryvnia (UAH) may
materially adversely affect the business, results of operations, financial condition and/or prospects of
the Issuer.
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In addition, should the Danish Central Bank, for any reason or at any time, cease to maintain a fixed
exchange rate for Danish kroner relative to Euro (EUR), the business, results of operations, financial
condition and/or prospects of the Issuer may be materially adversely affected.
Interest rate risk
The Issuer’s credit facilities are floating-rate credits, thus exposing it to interest rate fluctuations.
According to internal policy, all financing of working capital and investments in fixed assets are made
on floating-rate terms. Based on interest-bearing debt as of 31 December 2016, an increase in the market
rate of one per cent. (1 %) would affect profit for the year before tax by approximately DKK 11 million.
No financial instruments are used to hedge interest rate risks.
If, for any reason or at any time, the interest rate on any of the credit facilities of the Issuer increases
significantly, the business, results of operations, financial condition and/or prospects of the Issuer may
be materially adversely affected.
Liquidity risk
In order to be able to continue as a going concern, finance its operations and mitigate the effects of
fluctuations in cash flows, the Issuer ensures that adequate cash resources (i.e. cash and cash
equivalents) are readily available by entering into loan agreements. Prior to their planned maturity, the
existing loan agreements are irrevocable on the part of the lender, unless there is a breach of the terms
and conditions of a loan (e.g. a breach of the financial covenants, which has previously been recorded
in respect of certain loan agreements). In case of a breach of the terms and conditions of a loan, the
Issuer has a right to remediate causes of breach without undue delay, and failing that, the lender is
entitled to cancel the entire or part of the commitment.
If, for any reason or at any time, the Issuer cannot get access to liquidity on commercially acceptable
terms and conditions or at all, the business, results of operations, financial condition and/or prospects
of the Issuer may be materially adversely affected.
Risk of fluctuations in the fair value of pigs
The Issuer has significant biological assets, primarily consisting of live pigs, which are required to be
measured at fair value less the estimated cost to sell such assets at each reporting date in accordance
with the International Financial Reporting Standards (IFRS). Fair value gains or losses with respect to
these assets consist of changes due to changes in the physical characteristics of the pigs (e.g. growth
from suckling pigs to finishing pigs) or changes in market prices for pigs or feed grains. Further, the
fair value of the biological assets is determined pursuant to various assumptions that may vary from
time to time. Market prices for pigs and feed grains are highly volatile and susceptible to significant
fluctuation from period to period. As a result of remeasurement of the biological assets of the Issuer
from period to period, the financial position and results of operations of the Issuer may change
significantly from period to period.
Risk of fluctuations in the prices of pork meat
The Issuer is significantly affected by the selling prices of pork meat, which is the main product, and
the purchase prices of pigs and feed ingredients, which are the main raw materials, all of which are
determined by constantly changing and volatile market forces of supply and demand as well as other
factors over which the Issuer has little or no control. These other factors include:
•
•
•
•

environmental and conservation regulations;
import and export restrictions such as trade barriers resulting from, among other things, food safety
concerns and developments in international relations;
the agricultural policies of various countries;
government actions and regulations;
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•
•
•
•
•

economic conditions;
weather, including the impact of weather on water supply and the availability and pricing of grains;
energy prices, including the effect of changes in energy prices on the transportation costs and the
cost of feed;
competing demand for corn for use in the manufacture of ethanol or other alternative fuels; and
crop and livestock diseases.

The Issuer cannot assure that all or part of any increased costs experienced by it from time to time can
be passed along to consumers of the products, neither in a timely manner nor at all. Pig prices and
commodity pork prices demonstrate a cyclical nature over periods of years, reflecting changes in the
supply and demand. These fluctuations can be significant as shown in recent years. The Issuer may have
difficulties passing increases in its raw material costs on to customers in a timely manner or at all.
Further, pig raising costs are tied to the prices of commodities like corn, soybean meal and other feed
ingredients, which are in turn subject to significant volatility.
In addition, the most significant effect on the Issuer’s earnings is attributable to changes in the price of
pig meat and price changes relating to pig feed, which makes up 2/3 of the pig production costs. For
instance, a change in the pig meat price of ten per cent. (10 %) would, on an isolated basis, affect profit
for the year 2016 before tax relating to the pig production by approximately DKK 92 million, while a
ten per cent. (10 %) change in the feed price will, on an isolated basis, affect profit for the year 2016
before tax relating to the pig production by approximately DKK 53 million.
Risk of fluctuations in the prices of substitute products
Fluctuations in the market prices of substitutes for the Issuer’s products, especially decreases in the
prices of substitute meat products (such as beef, lamp, mutton, poultry and seafood) relative to pork,
affect the prices of pork products. As a result of decreases in the prices of substitute meat products
relative to pork, consumers may purchase less pork. For example, past outbreaks of avian influenza in
various parts of the world reduced the global demand for poultry and thus created temporary surpluses
of poultry. These poultry surpluses placed downward pressure on poultry prices, which in turn reduced
meat prices including pork prices. Even where the Issuer is able to adjust its selling prices in relation to
decreases in the prices of substitute products, the Issuer’s profit margin may experience contraction,
which in turn may have a material adverse effect on the business, results of operations, financial
condition and/or prospects of the Issuer.
Risk related to the Issuer’s major customers
The Issuer’s business could suffer significant setbacks in sales and operating income if its major
customers’ business plans or markets change significantly or if it loses one or more of the largest
customers. Moreover, consolidation within the retail industry is likely to continue, including among
supermarkets, warehouse clubs and food distributors, which would result in the Issuer having an
increasingly concentrated retail base and increased credit exposure to certain customers. Further, as the
retail branded food and foodservice industries continue to consolidate, the large customers of the Issuer
may seek to use their position to improve their profitability through improved inventory efficiency,
lower pricing, increased promotional programs and increased emphasis on private label products. If the
Issuer is unable to use its scale, marketing expertise, product innovation and category leadership
positions to effectively respond, the profitability or volume growth could be negatively affected. To the
extent the Issuer provides concessions or trade terms that are more favorable to its customers, the
margins would be reduced. The loss of a significant customer or a material reduction in sales to, or
adverse change to trade terms with, a significant customer could materially adversely affect the
business, results of operations, financial condition and/or prospects of the Issuer.
Legal risks
Litigation risk
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In the ordinary course of business, the Issuer may become involved in litigation, arbitration, legal
proceedings and other types of disputes that may have a material adverse effect on its business, results
of operations, financial condition and/or prospects of the Issuer. In addition, such actions may also
expose it to negative publicity, which might affect the brands and reputation as well as the customer
preference for the products, and/or result in substantial legal expenses to the Issuer and distract
significant time and attention of its executive management and management team, diverting their
attention from the business and operations.
As of the date of this Prospectus, the Issuer (including each member of the Group and Restricted
Subsidiaries) are not involved in any significant litigation, arbitration, legal proceedings and other types
of disputes that may have a material adverse effect on the business, results of operations, financial
condition and/or prospects of the Issuer.
Risk of failure to comply with legal and regulatory requirements
The Issuer’s manufacturing and other production facilities, including pig farming, as well as the
processing, packaging, storage, distribution, advertising and labeling of the products are subject to
extensive legal and regulatory requirements, including, amongst other things, with respect to animal
welfare, food safety and environmental protection. If the Issuer is found not to be in compliance with
applicable legal and regulatory requirements, particularly if it relates to or compromises food safety or
environmental protection, it could be subject to civil remedies, including fines, injunctions, recalls or
asset seizures, as well as potential criminal sanctions, any of which could have a material adverse effect
on the business, results of operations, financial condition and/or prospects of the Issuer.
Risk of introduction of new, or changes to existing, laws and regulations
The introduction of new laws and regulations, or changes to existing laws and regulations in Denmark,
Poland, Russia, Ukraine or the EU could result in increased operating costs or reduced profitability or
affect the ordinary operations of the Issuer. In July 2016, for instance, the Polish parliament passed a
bill requiring industrial energy producers to purchase a certain percentage of their power from biogas
plants, which meant that the financial results were better than expected in Poldanor. If, however, this
bill is materially changed or repealed entirely, it may result in reduced profitability in Poldanor.
The Danish Financial Supervisory Authority’s practice is that the issue of bonds in an offering exempt
from the Prospectus Directive is exempt from banking and similar regulation. If the Danish Financial
Supervisory Authority were to change this practice, it may require the Issuer to obtain public licenses
and comply with mandatory regulation, which could have an adverse effect on the Group.
Political risks
Country and market risk
The Issuer operates in countries and on markets that are, or have recently been, characterized by
economic downturn, political instability and/or military turmoil. Russia, for instance, has been subject
to sanctions and trade barriers imposed by the EU and the United States of America since its annexation
of Crimea in 2014, which, combined with the rapidly falling oil prices in 2015 and 2016, has led to an
economic downturn, while the eastern part of Ukraine continues to be marked by war and armed conflict
that has also resulted in an economic downturn. Although Russia’s response to the protracted conflict
with the EU and the United States, which among other things, led to the introduction of an embargo on
food from the European Union and the United States with the aim of becoming self-supplying,
particularly in the food-sector – has paid off, the economic downturns in both Russia and especially in
Ukraine have had a very negative impact on the countries’ economies as well as on their populations’
purchasing power and living standards.
In addition, the Issuer (including its Subsidiaries) is not permitted to buy and own land in Ukraine.
Instead, it rents the land where the production facilities are located from local landlords on lease
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agreements. If, for any reason or at any time, the Issuer is not able to renew such lease agreements on
commercially acceptable terms and conditions or at all, the Issuer may need to suspend production at
the relevant production sites for an indefinite period of time and ultimately close the relevant production
sites, which could have a material adverse effect on the business, results of operations, financial
condition and/or prospects of the Issuer.
Finally, in Russia, legislation does not allow foreign entities or foreign controlled entities to own
agricultural land. A Russian entity is considered a foreign controlled entity when more than fifty per
cent. (50 %) of its share capital is owned by a foreign entity.
The Russian agricultural land of the Issuer is currently owned by Russian operating companies, which
are wholly-owned subsidiaries of holding companies incorporated in Russia. The Russian parent
holding companies are, in turn, owned directly by the Issuer. While this structure technically complies
with Russian legislation on foreign ownership of agricultural land, no assurance can be given that this
ownership structure could not be challenged on the basis that it possibly violates the purpose and/or
spirit of Russian law. The Russian courts and legal system tend to adopt a formal approach to legislative
interpretation, but no assurance can be given as to how a Russian court would treat each particular
situation or as to future developments in the Russian legal system, which may give greater weight to
substance over form.
If the Russian agricultural land holding structure of the Issuer is found to be in breach of Russian law,
the Issuer could be forced to either sell its land, return it to the previous owner or introduce Russian
shareholders to its subsidiaries.
Risk of deterioration of economic conditions
The business, results of operations, financial condition and/or prospects of the Issuer may be materially
adversely affected by changes in national or global economic conditions and local economic conditions
in the countries in, and markets on, which it operates, including growth in the Gross Domestic Product
(GDP), inflation, interest rates, availability of and access to capital markets, consumer spending rates,
energy availability and costs (including fuel surcharges) and the effects of governmental initiatives to
manage economic conditions. Any such changes could materially adversely affect the demand for the
products of the Issuer or the cost and availability of needed raw materials, thereby negatively affecting
the business, results of operations, financial condition and/or prospects of the Issuer.
Disruptions and instability in credit and other financial markets and deterioration of global and local
economic conditions, could, among other things:
•
•
•
•

make it more difficult or costly to obtain financing for the operations or investments of the Issuer
or to refinance its debt;
cause lenders to depart from prior credit industry practice and make the granting of any technical
or other waivers under the credit agreements of the Issuer more difficult or expensive;
impair the financial condition of some of the customers or suppliers, thereby increasing customer
bad debts or non-performance by suppliers, negatively impacting the treasury operations of the
Issuer; and
negatively impact global demand for the Issuer’s products, which could result in a reduction of
sales, operating income and cash flows.

Risk of corruption
Despite operating in countries that are characterised by a high degree of corruption, lack of
transparency, contradictory legislation and political interference in business, it is the policy of the Issuer
not to offer or accept bribery in any form. In certain cases, this may give rise to a risk of not getting
necessary authorisations, licences or similar that are required in a given situation, which potentially can
have a material adverse effect on the business, results of operations, financial condition and/or prospects
of the Issuer.
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Risk of increased protectionism
In recent years, the political agenda has for various reasons been characterised by increased
protectionism and calls for restrictions on the free movement of goods and labour, both internally within
the European Union (particularly France, Holland, Poland and the United Kingdom) and globally (e.g.
Russia and the United States of America). If this trend continues, the business, results of operations,
financial condition and/or prospects of the Issuer may be materially adversely affected.
Risk related to international operations
The Issuer’s international sales, operations and investments are subject to various risks related to
economic or political uncertainties, including:
•
•
•
•
•
•
•
•
•
•
•

general economic and political conditions;
imposition of tariffs, quotas, trade barriers and other trade protection measures imposed by foreign
countries and the increase in these types of restrictions;
import or export licensing requirements imposed by various foreign countries;
rules and regulations imposed by various foreign countries to restrict the business operations of
non-citizens;
the closing of borders by foreign countries to the import of products due to, among other things,
animal diseases or other perceived health or safety issues;
difficulties and costs associated with complying with, and enforcing remedies under, a wide variety
of complex domestic and international laws, treaties and regulations;
different regulatory structures and unexpected changes in regulatory environments;
earnings that may be subject to withholding requirements, higher tax rates and incremental taxes
upon repatriation;
potentially negative consequences from changes in tax laws;
distribution costs, disruptions in shipping or reduced availability of freight transportation; and
fluctuations in selling prices and margins on international sales.

Negative consequences relating to these risks and uncertainties could jeopardise or limit the ability of
the Issuer to transact business in one or more of the markets where it operates or in other developing
markets and could materially adversely affect the business, results of operations, financial condition
and/or prospects of the Issuer.
Risks related to the Guarantees and the Security Interests
The Bonds will be secured only to the extent of the value of the assets that have been granted as security
for the Bonds, and in the event that the Security Interests are enforced, the lenders under the Super
Senior Revolving Credit Facility and counterparties of certain hedging obligations will be paid with
the proceeds from the enforcement of Security Interests in priority to the Bondholders
If an event of default occurs in relation to the Bonds, the Bondholders will be secured only to the extent
of the value of the Collateral less the then outstanding obligations under the Super Senior Revolving
Credit Facility and any other obligations which share in the security interest. If the value of the
Collateral is less than the value of the claims of the Bondholders together with the claims of the other
secured creditors, those claims may not be satisfied in full.
No valuation of the Collateral has been prepared in connection with the offering of the Bonds. The fair
market value of the Collateral is subject to fluctuations based on factors that include, among others, the
Issuer’s ability to implement its business strategy, the ability to sell the Collateral in an orderly sale,
general economic and political conditions, the availability of buyers and similar factors. The amount to
be received upon a sale of the Collateral would be dependent on numerous factors, including, but not
limited to, the actual fair market value of the Collateral in question at such time, general, market and
economic conditions, legal restrictions and the timing and the manner of the sale. There can be no
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assurance that the Collateral can be sold. To the extent that liens, rights or easements granted to third
parties encumber the Collateral, such third parties have or may exercise rights and remedies with respect
to such assets subject to such liens that could adversely affect the value of the Collateral and the ability
of the Security Agent to enforce the Security Interests.
Furthermore, all of the Collateral is pledged to the Security Agent for the benefit of the lenders under
the Super Senior Revolving Credit Facility in addition to being pledged to the Security Agent for the
benefit of Bondholders. Under the Intercreditor Agreement and the Security Documents, the Super
Senior Revolving Credit Facility is secured by first priority security interests in all the Collateral and
the proceeds of any sale of such assets on enforcement will be applied to repay claims of the lenders
under the Super Senior Revolving Credit Facility and counterparties of certain hedging obligations in
priority to the Bondholders and other secured obligations. Consequently, the Bondholders may not be
able to recover from the proceeds of the Collateral in an enforcement or insolvency scenario because
the lenders under the Super Senior Revolving Credit Facility and the counterparties of certain hedging
obligations will have a prior claim on all proceeds realised from any enforcement of such Collateral.
Bondholders may not control certain decisions regarding the Security Interests
The Bonds are secured by the Collateral which will also secure the obligations under the Super Senior
Revolving Credit Facility and certain hedging obligations. The Intercreditor Agreement provides that a
common security agent, who serves as the agent for the secured parties with respect to the Security
Interests, acts only as provided for in the Intercreditor Agreement. See “Description of Other
Indebtedness—Intercreditor Agreement” and the Bond Terms.
Enforcement of the rights of the Bondholders under the Bond Terms across multiple jurisdictions may
be difficult
The Bond Terms and the Intercreditor Agreement are governed by Danish law, and the Transaction
Security Documents are governed by the laws of Denmark, Poland and Ukraine. Moreover, the Issuer
and the Guarantors are incorporated under the laws of Denmark, Poland and Ukraine, and the
operational headquarters are located in Denmark. Therefore, in the event of bankruptcy, insolvency or
a similar event, proceedings could be initiated in these and other applicable jurisdictions. The rights of
the Bondholders under the Bond Terms will thus be subject to the laws of a number of jurisdictions,
and it may be difficult to effectively enforce such rights in multiple bankruptcy, insolvency and other
similar proceedings.
Such multi-jurisdictional proceedings are typically complex and costly for creditors and often result in
substantial uncertainty and delay in the enforcement of creditors’ rights. In addition, the bankruptcy,
insolvency, administration and other laws of the jurisdiction of incorporation of the Issuer and the
Guarantors may be materially different from, or in conflict with, one another, including creditors’ rights,
priority of creditors, the ability to obtain post-petition interest and the duration of the insolvency
proceeding. A summary description of certain aspects of the insolvency laws of certain jurisdictions
where the providers of Security Interests are organised are set forth in “Certain Insolvency
Considerations and Limitations on Validity and Enforceability of the Guarantees and the Security
Interests.”
Enforcement of the Share Pledge Agreements may be limited due to minority interests
The share pledge agreement regarding the shares in Danosha provide for a Security Interest over the
shares of Danosha held by the Issuer. However, 2% of the shares are held by a third party shareholder,
which will not provide Security in respect of such shares. As it is not the entire share capital of Danosha
which is being pledged under the share pledge agreement, it may cause difficulties and delays, or even
prevent, the enforcement of the Security Interests created with respect to the Issuer’s shares in Danosha
as the involvement by the minority shareholders may be required. Under Ukrainian law, any shareholder
of a limited liability company has as a general rule a preferential right to purchase the other
shareholder’s share in the company unless the charter or an agreement between the parties contemplates

55

otherwise. The Charter of Danosha provides for the preferential right of participants to acquire a share
of another participant. Hence, the third-party minority shareholders will have vast influence on the sale
of the shares of Danosha held by the Issuer in an eventual forced sale of such shares.
Rights in the Collateral may be adversely affected by the failure to perfect Security Interests
Under applicable law, a security interest in certain assets can only be properly perfected, and its priority
retained, through certain actions undertaken by the secured party or the grantor of the security. The
Security Interests securing the Bonds may not be perfected with respect to the claims under the Bonds
if the Issuer fails or is unable to take (or cause to be taken) the actions required to be taken to perfect
any of these liens. See “Certain Insolvency Considerations and Limitations on Validity and
Enforceability of the Guarantees and the Security Interests.”
Absent perfection, the holder of the security interest may have difficulties in enforcing or be entirely
unable to enforce such holder’s rights in the assets subject to such security interest in competition with
third parties, including a trustee in bankruptcy and other creditors who claim a security interest in the
same assets. Further, a debtor may discharge its obligation under a receivable by paying the security
provider until, but not after, the debtor receives a notification of the existence of the security interest
granted by the security provider in favor of the security taker over the receivable the security provider
(as creditor) has against the debtor.
Additionally, in certain jurisdictions, the ranking of pledges is determined by the date on which they
were perfected. A security interest created on a later date over the same assets, but which was perfected
earlier (by way of registration in the appropriate register or by notification) generally has priority.
The Security Interests are granted to the Security Agent rather than directly to the Bondholders
The Security Interests that will secure the obligations of the Issuer under the Bonds and the obligations
of the Guarantors under the Guarantees are not granted directly to the Bondholders but are granted only
in favor of the Security Agent. The Bond Terms and the Intercreditor Agreement provides that only the
Security Agent has the right to enforce the Security Interests. As a consequence, Bondholders do not
have direct security interests and will not be entitled to take enforcement action in respect of the Security
Interests securing the Bonds, except through the Bond Trustee who will (subject to the provisions of
the Bond Terms) provide instructions to the Security Agent in respect of the Security Interests.
As regards the Security Documents governed by Danish law, the above concerns regarding the ability
of the Security Agent to hold the relevant Security Interests on behalf of the Bondholders can be
addressed by registering the Security Agent with the Danish Financial Supervisory Authority (in
Danish: Finanstilsynet) in accordance with the rules set out in Chapter 2a of the Danish Securities
Trading Act. No assurance can be given that the Security Agent or the Bond Terms and other documents
meet the eligibility criteria for the Security Agent to be registered with the Danish Financial Supervisory
Authority, that such registration will be obtained or, if obtained, that it will be maintained.
The set-up where the Security Agent holds the benefit of the Security Interests is not well established
under neither Polish nor Ukrainian law. This may give rise to difficulties in enforcing the Security
Interests with respect to Collateral in those jurisdictions.
In addition, Bondholders bear some risk associated with a possible insolvency or bankruptcy of the
Security Agent which could in particular result in a delay in enforcement, diminishing value or even
loss of the Security Interests or Guarantees in those jurisdictions, where the guarantee is not created in
favour of Bondholders but rather in favour of the Security Agent.
The ability of the Security Agent to enforce certain of the Security Interests may be restricted by local
law
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The ability of the Security Agent to enforce the Security Interests is subject to mandatory provisions of
the laws of each jurisdiction in which the Security Interests are taken.
For example, Polish law generally does not allow for an appropriation of the Property, but require a sale
through a public auction and certain waiting periods may apply.
Furthermore, due to recent changes in Polish regulations regarding sale of rural (agricultural) lands the
enforcement of the pledge over the shares in the Polish Guarantor holding any rural real estate in Poland
and the Mortgage Deeds may be limited and there may be some uncertainty also as to enforcement of
such pledges. Generally, rural real properties may be purchased by individual farmers or a few other
entities identified in the Agricultural Land Act and only provided that the National Agricultural Agency
does not exercise its right of pre-emption. Furthermore, if the National Agricultural Agency considers
the price of the rural real property as significantly different from the market value of such rural real
property it may apply to the court for determination of the value of such property and exercise its preemption right for such value. Only in exceptional cases may rural real estate be purchased by other
entities and, in such case, only subject to the consent of the National Agricultural Agency. Similar
provisions may also apply to the sale or other disposals of the shares (including by way of enforcement)
in the company holding rural real properties.
See “Certain Insolvency Considerations and Limitations on Validity and Enforceability of the
Guarantees and the Security Interests.”
There are circumstances other than repayment or discharge of the Bonds under which the Security
Interests securing the Bonds and the Guarantees will be released automatically, without Bondholder
consent or the consent of the Bond Trustee
Under various circumstances, the Security Interests securing the Bonds and the Guarantees will be
released automatically, including:
•
•
•
•
•

in connection with any sale, assignment, transfer, conveyance or other disposal of assets being
subject to the Security Interests if such sale, assignment, transfer, conveyance or other disposal
does not violate the Bond Terms;
in the case of an Additional Guarantor that is released from its Guarantee pursuant to the Bond
Terms, the release of the property, assets and shares of such Additional Guarantor;
as described under the provisions concerning amendments and waivers in the Bond Terms;
as a result of a transaction permitted by the Bond Terms as described under the general undertaking
in respect of mergers and demergers; or
as otherwise permitted in accordance with the Bond Terms and the Intercreditor Agreement.

In addition, any Additional Guarantees will be released automatically under various circumstances,
including:
•
•
•
•

in accordance with an enforcement action pursuant to the provisions of the Intercreditor
Agreement;
as described under the provisions concerning amendments and waivers in the Bond Terms;
as a result of a transaction permitted by the Bond Terms as described under the general undertaking
in respect of mergers and demergers; or
as otherwise permitted in accordance with the Bond Terms and the Intercreditor Agreement.

Each Guarantee and Security Interest is subject to certain limitations on enforcement and may be
limited by applicable law or subject to certain defenses that may limit its validity and enforceability
The Guarantors guarantee the payment of the Bonds on a senior secured basis. Each Guarantee provides
the Bondholders with a direct claim against the relevant Guarantor. However, the Bond Terms provides
for general limitation language to the effect that the Guarantees are limited to an extent required under
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Polish and Ukrainian law respectively. As for Polish law the Guarantee is limited so that it shall not
breach Polish capital maintenance rules or result in the Guarantor’s insolvency under Polish law.
Enforcement of each Guarantee or Transaction Security Document may be subject to certain generally
available defenses. These laws and defenses include those that relate to corporate benefit, fraudulent
trading, conveyance or transfer, voidable or unfair preference, financial assistance, corporate purpose,
capital maintenance or similar laws, regulations or defenses affecting the rights of creditors generally.
Enforcement of any of the Guarantees or the Transaction Security Documents against any Guarantor or
any grantor of Security Interests will also be subject to certain defenses available to guarantors and
grantors of security interests generally.
Although laws differ among various jurisdictions, in general, under fraudulent conveyance, voidable
transaction and other laws, a court could subordinate or void the Guarantees or the security interest
granted under the Security Documents and, if payment had already been made under a Guarantee or
enforcement proceeds applied under a Security Document, require that the recipient returns the payment
to the relevant Guarantor or security provider, if the court found that:
•

the amount paid or payable under the relevant Guarantee or the enforcement proceeds under the
relevant Security Document was in excess of the maximum amount permitted under applicable law;

•

the relevant Guarantee or Security Interest was incurred with intent to hinder, delay or defraud
creditors of the Guarantor or security provider or for fraudulent purposes or, in certain jurisdictions,
even solely because the relevant Guarantee was incurred or the security interest was granted without
sufficient compensation or the recipient was simply aware or should have been aware that the
Guarantor or security grantor was insolvent or in distress when it granted the relevant Guarantee or
security, or such grant was made within a certain statutory period before insolvency or distress
occurred;

•

the Guarantor or security provider did not receive fair consideration or reasonably equivalent value
for the relevant Guarantee or security interest and the Guarantor or security provider was (i)
insolvent or rendered insolvent because of the relevant Guarantee or security interest, (ii)
undercapitalised or became undercapitalised because of the relevant Guarantee or Security Interest
or (iii) intended to incur, or believed that it would incur, indebtedness beyond its ability to pay at
maturity; or

•

the relevant Guarantees or Security Interest were held to exceed the corporate objects or corporate
purposes of the Guarantor or security provider or not to be in the best interests or for the corporate
benefit of the Guarantor or security provider.

In an insolvency proceeding, it is possible that creditors of the Guarantor or provider of Security
Interests or an appointed insolvency administrator may void the Guarantees and Security Interests as
fraudulent transfers or conveyances or on other grounds. In certain situations the relevant bankruptcy
court may also act ex officio and declare the Guarantees or Security Interests to be ineffective,
unenforceable or void. If so, such laws may permit the court, if it makes certain findings, to:
•

void or invalidate all or a portion of the obligations under the Guarantees or Security Interests;

•

direct that Bondholders return any amounts paid under a Guarantee or any Transaction Security
Document to the relevant Guarantor or provider of Security Interests or to a fund for the benefit of
the relevant creditors; or

•

take other action that is detrimental to Bondholders.

Different jurisdictions evaluate insolvency on various criteria. Generally, however, a Guarantor or
security grantor would be considered insolvent if at the time it incurred indebtedness:
•

the sum of its liabilities, including contingent liabilities, is greater than the fair value of all its assets;

•

the present fair saleable value of its assets is less than the amount required to pay the probable
liability on its existing debts and liabilities, including contingent liabilities, as they become due; or
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•

it cannot pay its debts as they become due.

If a court determined that a Guarantor or provider of Security Interests was insolvent as of the date the
Guarantees were issued or Security Interests were created or found that the issuance of the Bonds or a
Guarantee of the Bonds was a fraudulent conveyance or other voidable transaction or held it ineffective
or unenforceable for any other reason, the court could hold that the payment obligations under the Bonds
or such Guarantee or Security Interests are ineffective, or require the Bondholders to repay any amounts
received with respect to the Bonds, such Guarantee or Security Interests. In the event of a finding that
a fraudulent conveyance or other voidable transaction occurred, the Bondholders may cease to have any
claim in respect of the relevant Guarantor and would be a creditor solely of the Issuer and, if applicable,
of the other Guarantors under any guarantees which have not been declared void.
Additionally, any future pledge of assets in favor of the Security Agent, including pursuant to security
documents delivered after the date of the Bond Terms, might be voidable if certain events or
circumstances exist or occur, including, among others, if the pledgor is insolvent at the time of the
pledge, the pledge permits the Bondholders to receive a greater recovery than if the pledge had not been
given and a bankruptcy proceeding in respect of the pledgor is commenced within a certain period of
time specified in each jurisdiction following the pledge, or in certain circumstances, a longer period.
Further, certain security documents governing security interests granted by the Guarantors will provide
that the amounts guaranteed by such security interests will be limited to the extent of the amount
guaranteed by such Guarantor. Therefore, limitations in the Guarantees will also serve to limit the
amounts guaranteed by the pledges of Collateral.
The Guarantees and the Security Interests, or the enforcement thereof, will be subject to certain
contractual or other limitations under applicable law. In particular, contractual limits may be applicable
to certain Guarantees or Security Interests to the extent the granting of such Guarantee or enforcement
of relevant Security Interests would result in a breach of capital maintenance rules or other statutory
laws or would cause the directors of any Guarantor or provider of Security Interests to contravene their
duties to incur civil or criminal liability or to contravene any legal prohibition.
A summary description of certain limitations on the validity and enforceability of the Guarantees and
Security Interests in respect of the laws of certain jurisdictions where the Guarantors and grantors of
Security Interests are organised is set forth in “Certain Insolvency Considerations and Limitations on
Validity and Enforceability of the Guarantees and the Security Interests.”
Ukrainian law currency control regulation restricts payments out of Ukraine which may have a material
adverse impact on the fund flows from Ukraine and limit the enforcement of the Guarantees and the
Security Interests provided by the Ukrainian Guarantor and/or related to assets located in Ukraine
Ukraine has strict currency control rules. All payments abroad from Ukraine are possible only in cases
provided by applicable laws of Ukraine and subject to submission by the Ukrainian payor to the
Ukrainian servicing bank of documents required under currency control regulations. Certain payments
from Ukraine (including payments by Danosha under or in connection with the Transaction Security
Documents or the Guarantee, or in the course of enforcement of the Transaction Security Documents
or the Guarantee in Ukraine) may be effectuated only after receipt, and in accordance with the amounts,
terms and other conditions provided by an individual license of the National Bank of Ukraine (the
“NBU”). There is no guarantee that such licence will in fact be received – in particular, due to ambiguity
of applicable regulations and absence of an exhaustive list of documents to be provided by an applicant
for a license to be issued, nor is there any guarantee that any such license would be issued for a sufficient
term or that it would not be subsequently removed by the NBU. See more details set forth in the section
headed “Industry” – “Capital controls in Ukraine” and “Certain Insolvency Considerations and
Limitations on Validity and Enforceability of the Guarantees and the Security Interests.”
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Risks related to the Bonds
The Bonds may not be a suitable investment for all investors
Each potential investor in the Bonds must determine the suitability of that investment in light of its own
circumstances. In particular, each potential investor should:
•

have sufficient knowledge and experience to make a meaningful evaluation of the Bonds, the merits
and risks of investing in the Bonds and the information contained in this Prospectus or any
applicable supplement;

•

have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Bonds and the impact the Bonds will have on its
overall investment portfolio;

•

have sufficient financial resources and liquidity to bear all of the risks of an investment in the Bonds;

•

understand thoroughly the terms of the Bonds; and

•

be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Legal investment considerations may restrict certain investments
The investment activities of certain investors are subject to legal investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers to
determine whether and to what extent (i) the Bonds are legal investments for it, (ii) the Bonds can be
used as security for various types of borrowing and (iii) other restrictions apply to its purchase or use
of the Bonds. Financial institutions should consult their legal advisors or the appropriate regulators to
determine the appropriate treatment of the Bonds under any applicable risk-based capital or similar
rules.
The Bonds may not remain listed on Nasdaq Copenhagen A/S (or another listing exchange)
Although the Issuer has agreed in the Bond Terms to procure that the Bonds are listed on Nasdaq
Copenhagen A/S within 12 months of the Issue Date and to maintain such listing as long as the Bonds
are outstanding, the Issuer cannot guarantee that the Bonds remain listed. Although no assurance is
made as to the liquidity of the Bonds as a result of listing on Nasdaq Copenhagen A/S, the delisting of
the Bonds from Nasdaq Copenhagen A/ S or another recognised listing exchange may have an adverse
effect on a holder’s ability to resell Bonds in the secondary market.
There may be no public market for the Bonds
The Bonds are new securities for which currently there is no trading market. The liquidity of any market
for the Bonds will depend on the number of holders of those Bonds, investor interest at large and relative
to the Issuer and its business segment in particular, and the interest of securities dealers in making a
market in those securities and other factors. Accordingly, there can be no assurance as to:
•

the liquidity of any such market that may develop;

•

the Bondholders’ ability to sell the Bonds; or

•

the price at which Bondholders would be able to sell the Bonds.

If such a market were to exist, the Bonds could trade at prices that may be lower than the principal
amount or purchase price, depending on many factors, including prevailing interest rates, the market
for similar Bonds and the Issuer’s financial performance and outlook. If an active market does not
develop or is not maintained, the price and liquidity of the Bonds may be adversely affected.
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In addition, the Bonds have not been, and will not be, registered under the U.S. Securities Act, or under
the securities laws of any other jurisdiction. The Bonds may not be transferred, offered or resold in the
United States or to U.S. persons (as defined in Regulation S under the U.S. Securities Act) nor may
they be transferred, offered or resold in any other jurisdiction in which the registration of the Bonds is
required but has not taken place, unless an exemption from the applicable registration requirement is
available or the transfer, offer or resale of the Bonds occurs in connection with a transaction that is not
subject to these provisions.
The price of the Bonds is volatile
The market value of the Bonds could be subject to significant fluctuations in response to actual or
anticipated variations in the Group’s operating results and those of their competitors, adverse business
developments, changes to the regulatory environment in which the Group operates, changes in financial
estimates by securities analysts and the actual or expected sale of a large number of Bonds, as well as
other factors. In addition, in recent years, the global financial markets have experienced significant price
and volume fluctuations, which, if repeated in the future, could adversely affect the market value of the
Bonds without regard to the Issuer’s operating results, financial condition or prospects.
The market value of the Bonds also depends on the level of market interest rate, and increases in market
interest rates may adversely affect the value of the Bonds.
Investors may face foreign exchange risks by investing in the Bonds
The Bonds are denominated and payable in euro. If investors measure their investment returns by
reference to a currency other than euro, an investment in the Bonds will entail foreign exchange-related
risks due to, among other factors, possible significant changes in the value of the euro relative to the
currency by reference to which investors measure the return on their investments because of economic,
political and other factors over which the Issuer has no control. Depreciation of the euro against the
currency by reference to which investors measure the return on their investments could cause a decrease
in the effective yield of the Bonds below their stated coupon rates and could result in a loss to investors
when the return on the Bonds is translated into the currency by reference to which the investors measure
the return on their investment.
The Bond Terms will allow for modification of the Bonds or waivers or authorisations of breaches and
substitution of the Issuer which, in certain circumstances, may be affected without the consent of
Bondholders
The Bond Terms will contain provisions for calling meetings of Bondholders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all Bondholders,
including Bondholders who did not attend and vote at the relevant meeting and Bondholders who voted
in a manner contrary to the majority.
The Bond Trustee may, without the consent of the Bondholders, agree to certain modifications of the
Bond Terms and other Bond Finance Documents (as defined in the Bond Terms) which, in the opinion
of the Bond Trustee, are proper to make.
Change of control– the Issuer’s ability to redeem the Bonds with cash may be limited
Upon the occurrence of a Change of Control Event (as defined in the Bond Terms), each individual
Bondholder shall have a right of pre-payment of the Bonds at a price of 101% of the nominal amount
plus all accrued and unpaid interest to the date of redemption. However, it is possible that the Issuer
may not have sufficient funds at the time of the Change of Control Event to make the required
redemption of Bonds. The Issuer’s failure to redeem tendered Bonds would constitute an event of default
under the Bond Terms.
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Mandatory prepayment events may lead to a prepayment of the Bonds in circumstances where an
investor may not be able to reinvest the prepayment proceeds at an equivalent rate of interest
In accordance with the Bond Terms, the Bonds are subject to mandatory prepayment by the Issuer on
the occurrence of certain specified events. Following any early redemption after the occurrence of a
mandatory prepayment event, it may not be possible for Bondholders to reinvest such proceeds at an
effective interest rate as high as the interest rate on the Bonds and may only be able to do so at a
significantly lower rate. It is further possible that the Issuer will not have sufficient funds at the time of
the mandatory prepayment event to make the required redemption of Bonds.
The Bonds may be subject to optional redemption by the Issuer, which may have a material adverse
effect on the value of the Bonds, and in such circumstances an investor may not be able to reinvest the
redemption proceeds at an equivalent rate of interest
In accordance with the Bond Terms, the Bonds are subject to optional redemption by the Issuer at an
amount calculated in accordance with the Bond Terms. This feature is likely to limit the market value
of the Bonds. During any period when the Issuer may elect to redeem the Bonds, the market value of
the Bonds generally will not rise substantially above the price at which they can be redeemed. This may
also be true prior to any redemption period.
The Issuer’s ability to service its indebtedness depends on many factors beyond its control
The Issuer’s ability to make scheduled payments on or to refinance its obligations under, the Bonds will
depend upon the Issuer’s financial and operating performance, which, in turn, will be subject to
prevailing economic and competitive conditions and to financial and business factors, many of which
may be beyond the Issuer’s control.
There are risks related to insolvency or bankruptcy of the Issuer
As a general matter, the Issuer’s liabilities in respect of the Bonds may, in the event of a bankruptcy or
insolvency proceeding or similar proceeding, rank junior to certain of such Issuer’s debts that may be
entitled to priority under the laws of the relevant jurisdiction. A bankruptcy may, depending on which
jurisdiction the proceedings are opened in, stay or temporarily prevent any enforcement proceedings of
the Bondholders. See “Certain Insolvency Considerations and Limitations on Validity and
Enforceability of the Guarantees and the Security Interests.”
The Issuer depends to a certain extent on its Subsidiaries, associates and joint ventures
The Issuer’s ability to pay any amounts due on the Bonds is, to a significant extent, dependent on the
financial performance of its Subsidiaries and will depend upon the level of distributions, interest
payments and loan repayments, if any, received from its operating Subsidiaries and associated
undertakings, any amounts received on disposals of assets and equity holdings and the level of cash
balances. Certain of the Group’s operating Subsidiaries and associated undertakings are and may, from
time to time, be subject to restrictions on their ability to make distributions and loans including as a
result of restrictive covenants in loan agreements, foreign exchange and other regulatory restrictions
and agreements with the other shareholders of such Subsidiaries or associated undertakings.
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USE OF PROCEEDS
The Issuer has used the net proceeds from the Bond Issue for:
(a) repayment in full of its existing senior debt set out in Schedule 4 to the Bond Terms;
(b) making Proceeds Loans and/or capital, cash or other contributions to certain of its Subsidiaries to
fund such Subsidiaries’ repayment in full of their respective existing debt and to fund the working
capital requirements in the Restricted Subsidiaries (however a maximum amount of EUR
20,000,000 may be lent on to Restricted Subsidiaries and a maximum amount of EUR 6,666,667
may be used as working capital requirements of the Restricted Subsidiaries and the remaining part
has been used for refinancing of existing debt of the Restricted Subsidiaries). The repayment of
the existing debt in Danosha has been done partially by a Proceeds Loan in the amount of
approximately EUR 31 million to Danosha and a Proceeds Loan in the amount of approximately
EUR 6.6 million to Danish NewCo and a subsequent acquisition by Danish NewCo of the existing
debt owed by Danosha to a certain creditor in an even amount.
The remaining net proceeds from the Bond Issue have been used for:
(a) repayment of DKK 30,000,000 on the Existing Shareholder Loan;
(b) payment of dividends to the shareholders of Axzon A/S of DKK 75,000,000; and
(c)

general corporate purposes of the Group.
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SELECTED HISTORICAL FINANCIAL & OTHER INFORMATION
The Issuer prepares consolidated financial statements in accordance with International Financial
Reporting Standards as adopted by the EU and additional requirements of the Danish Financial
Statements Act. Please see the annual reports from 2015 and 2016 in Appendix A – Annual Reports
for the Issuer for 2015 and 2016 for further information on the audited Group financials. Audited
consolidated financial statements have not been prepared for the Bond Group.
The financial information presented in this section “Selected historical financial & other
information” is financial information from the Issuer's audited consolidated financial statements for
2015 and 2016.
Please see Appendix A – Annual Reports for the Issuer 2015 and 2016 for Issuer’s audited consolidated
financial statements for FY15 and FY16, respectively
Please note that the abbreviation “FY”, i.e. “fiscal year” refers to the period January 1 – December
31 for the respective fiscal year.
Income statement

In 2016, total revenue increased by DKK 123,6 million compared to the down-year in 2015 representing
a YoY growth of 9.0%. 2015 was characterized by historically low pig prices, which negatively
impacted pig sales. Net sales grew by DKK 116,1 million from 2015 to 2016, equivalent to a 9.1% YoY
growth.
Intercompany eliminations constitute trades within the different business areas of the Group, such as
sale of pigs to slaughtering, sale of feed from arable segment to pig production and electricity sales
from bioenergy production to be used in the production. Pig sales from Poldanor to Prime Food make
up the vast majority of the intercompany eliminations.
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Major cost items are feed costs, electricity costs and personnel costs. Feed costs make up ~70% of direct
pig production costs and is thus a key driver to profitable pig production. Feed consumption per
kilogram of produced meet, measured as the feed conversion ratio, is 2.7x – 2.8x in the period, which
is comparable to the 25% producers in Denmark, who are considered the most efficient producers in
the world and significantly below EU, Canada and US averages.
EBITDA margin
The Group has maintained a high and robust EBITDA margin in spite of the unfavourable price
environment in recent years, as well as significant expansions of capacity, which will always have some
impact on efficiency.
Given finalization of significant expansions since 2012, the maintained industry leading efficiency level
and continued recovery of pig prices, the EBITDA margin of the Group is gradually approaching a level
in line with the historical performance.
EBITDA improved by DKK 44 m from 2015 to 2016 corresponding to a margin improvement of 1.2
percentage points.
Pig prices realized in Poldanor rose throughout 2016 with Q1 prices averaging DKK 9.1/kg compared
to yearly realized prices of DKK 10.6/kg. The positive price development was the primary driver behind
the DKK 86 million EBITDA increase contributed from Poldanor in 2016. On the contrary, EBITDA
in Danosha was negatively affected by the continued deterioration of Ukrainian pig prices, which
averaged DKK 8.3/kg in 2016 compared to DKK 9.8/kg in 2015. The rise in Polish pig prices had Prime
Food renegotiate contracts, which was signed at lower price levels. This caused the loss of a number of
customers, which negatively impacted 2016 profitability. Axzon income is comprised of management
fees and, as a result of IFRS accounting principles, dividends from subsidiaries. The Group aims at
balancing management fees and costs in the parent company, Axzon, and the positive EBITDA
development in 2016 was a result of dividend payments from Poldanor. Dividend payments are
eliminated once the consolidated statements are prepared.
Average realized prices in 2016 were DKK10.6/kg and DKK 8.3/kg for Poldanor and Danosha,
respectively.
Sales breakdown
The Group’s sales are spread out over the various business segments pig sales, arable sales, biogas sales
and slaughterhouse sales. Pig sales and slaughterhouse make up the material part of revenues accounting
for around 90% of revenues before internal sales eliminations.
Exhibit 1.1 Sales Breakdown: Revenue split by business segment before internal sales elimination – FY2016
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Source: Group information

Capital expenditures (“CAPEX”)
Exhibit 1.1 Capital expenditures (“CAPEX”): Historical capital expenditure (DKKm)

Source: Group information

Historical CAPEX levels have been characterized by a focus on new project investments, thus
historical CAPEX is highly related to expansion investments with regards to pig farms,
slaughterhouse, biogas plants, and arable facilities.
Since 2012 the Group has expanded its capacity, in terms of number of sows, by more than 50%.
The significant expansion of capacity is reflected in the high capex level 2015 for both Poldanor and
Danosha. However, as Bond Group CAPEX is flexible, the Group was enabled to scale back
significantly on investments in 2016 following the drop in pig prices in 2015.
Prime Food’s increase in CAPEX from 2015 to 2016 was a result of substantial expansion
investments in MAP production facilities, which was and is, a part of Prime Food’s long term
strategy of shifting towards more processed and premium products with higher margins. At the
moment only 2 out of 8 new production lines are in use and current capacity is thus more than
sufficient.
Principal future investments
The Issuer has not made any principal investments since the date of the last published financial
statements, nor have any future investments, on which the Issuer's management bodies have already
made firm commitments been made.
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Cash flow statement
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Balance sheet

In accordance with IFRS accounting principles all assets are measured at fair value. The asset base
of the Group is significant and property, plant and equipment alone have a book value in excess of
DKK 1.8 billion measured at fair value. Property, plant and equipment comprises ~5,000 hectare of
cultivated land, 2 grain storages, 23 pig farms, 2 feed mills, 9 biogas plants and one slaughterhouse
& meat processing plant.
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Arable stock WIP is measured at fair value – however if no material biological transformation has
taken place at year end, the crops are measured at costs, which corresponds to fair value. Inventories
are vastly made up of grain and feed stock, which are highly liquid commodities with an established
market price, enabling valuation at fair value.
Pig sales are primarily done against prepayment 1-2 days before delivery, thereby limiting capital
tie up in receivables. Meat processing sales are dominated by large retail clients, demanding
somewhat longer credits from its suppliers. As a consequence, Prime Food’s receivables are sold on
a non-recourse basis to increase receivables turnover rate and stabilize payment flow.
The Group makes prepayments when acquiring cereal, fertilizer etc. and trade payables is a minor
part of the Bond Group’s’ liabilities.
Unaudited Interim Financial Statement for the Issuer for 1 January - 30 June 2017
For a description of the Issuer's unaudited Interim Financial Statement for 1 January - 30 June 2017,
see Appendix B.
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BUSINESS
For a glossary of the terms used in this section “Business” please refer to the section headed “Glossary
to business and industry section.”
Introduction
The Group is headquartered in Copenhagen Municipality, with operations in Poland, Ukraine and
Russia. It has 42 pig farms, 9 biogas plants production units and one fully owned slaughterhouse.
The Issuer has a long-standing history, having been founded in 1994.
The vision is to become a world leader in agricultural and food production based on sustainable
production standards and high quality of both products and organization. The Group has the
following activities:
•

•

•
•
o

Pig farming
o Piglets and weaners
o Sows
o Finishers
o GMO free- and Raised Without Antibiotics (“RWA”) meat
Meat processing
o MAP (i.e. Modified Atmosphere Packaging, which is specialized packaged meat with
extended lifetime)
o Processed products
o Prime cuts and deboned meet
o The products are produced primarily as “white label” but increasingly under own brands
Biogas production
o Heat and electricity
Arable
Cereal for pig feed, oil seeds for external sale, and silage harvest for biogas production

The Group is a vertically integrated food producer with operations within pig farming, processing
of pig meat, arable, electricity production from biogas, hence reducing volatility of input cost as well
as ensuring biosecurity and quality in every step of the value chain.
Exhibit 1.1 Introduction: Vertical integration

Source: Group information

The vertical integration ensures full controllability of the value chain, which enables the Group to
provide differentiating and unique products. This has enabled the Group to differentiate itself from
the bulk market. Not only in terms of processed meat but additionally in regards to general pig
production, as the Group is able to deliver GMO free – and RWA meat based on a CO2 neutral
production, which generally yields a small premium. For processed products the premium is higher,
with gross margins of 347 EUR/tonne for processed products, 243 EUR/tonne for MAP, versus 56
EUR/tonne for prime cuts and deboned meat (2016 figures). See Exhibit 1.5 Group overview:
Products sales of meat breakdown for further details.
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The Group enjoys a position as the second largest pig producer in both Poland and Ukraine, top 10
pig meat processor in Poland, and the number one Polish on-farm biogas operator. It is exporting
~23% of its pig meat from its slaughterhouse facilities, whereof ~17% of exports are exported to
Denmark, directly to retailers as well as processors. Having production in several markets eases the
flow of goods to the end-markets where the prices are highest, and lowers the risk of reduced sales
from changes in trade regimes.
The Group’s leading operational approach is based on Danish pig production standards in countries
where land prices and labour are cheaper than in Denmark. This has given the Group a competitive
advantage, enabling it to make money and grow its market share, even in times with historically low
pig prices.
As a result of following Danish pig farming principles of sustainability and efficiency, the Group
has leading operating metrics of pigs sold per sow, meat yield per sow and feed conversion ratio,
yielding 30.4, 2,802 and 2.7, respectively, versus EU market averages of 25.4, 2,336 and 2.8 (2016).
The commitment to sustainability and environmental protections in all operations has furthermore
yielded a negative C02 footprint, guaranteed GMO free and RWA products, a branding to be
emphasized more going forward as processing refocuses towards specialty products.
The Group has a long track record of revenue growth, both organically and through acquisitions, as
well as improving profitability. This provides comfort in the Group’s ability to seize growth
opportunities also going forward. The Group has since 2010 grown its number of sows from 26.8K
to 41.5K (2016) and the total produced weight from 58K tonnes to 121K tonnes (2016).
The Group is run by an experienced Danish management with long-running industry knowledge
who together with the shareholders have built the business since 1994. The CEO, Tom Axelgaard,
and a number of the current shareholders are Danish pig farmers. As a result, it has been key to the
management to have strong focus on internal education to proliferate Danish values and operating
know-how throughout the organizations, implemented through the Group’s own “Axzon Agriculture
& Management Academy”. In addition, many of the local leaders have worked for years on Danish
farms owned by the shareholders for training purposes.
The result is a world leader in the use of sustainable food production practices, using the most
advanced farming technology and methods and with modern facilities, resulting in superior
operational metrics.
Exhibit 1.2 Introduction: Axzon group structure
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Source: Group information

History and development of the Issuer
The idea of Axzon began in 1992 where a group of farmers and investors from Denmark wished to
explore the possibilities of agricultural production in Eastern Europe. One of these farmers was the
current CEO of the Group, Tom Axelgaard. His hope for this venture was an ideological one,
because of his personal experiences as a farmer in Denmark.
In 1992, the EU was supporting and protecting its own limited market, which lead to a substantial
overproduction of a lot of agriculture and food products. The overproduction was exported with
subsidies to other parts of the world, which meant increasing costs for storage and transport and at
the same time reduced the local producer’s possibilities to compete with the imported products. In
fact, it would make much more sense to produce the products locally, both seen from an
environmental, resource and labour access point of view.
At the same time, Eastern Europe was slowly recovering after the communist regime, but because
of the inefficiency in the agricultural sector the animal production had almost collapsed during the
change of the system. However, the less capital and labour intensive grain production was still
producing. The result was a paradox where Danish farmers would import grains and labour from
Eastern Europe to intensify pig production in Denmark in order to supply the demand coming from
Eastern Europe.
A group of Danish farmers, led by Tom Axelgaard, saw the paradox as an opportunity and decided
to explore the possibility of establishing local production in Eastern Europe using the more efficient
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and sustainable Danish farming methods and technology. In 1994 the group started their operations
in Poland, as it had a well-functioning privatization program established, and this became the
beginning of the story of Axzon.
There were several other groups of Danish farmers around that time that derived at the same
conclusion and established farms within different types of agriculture in Eastern Europe. Many of
these Danish companies have also been successful in their venture but Axzon is today the largest
company by number of sows as well as revenue.
The key drivers behind setting up pig production in Poland, and later in Ukraine and Russia, were:
•
•

•
•
•

Danish production efficiency is one of the highest in the world, but the profitability in
Denmark has been extremely low throughout this century
To implement the business model with Danish pig farming know-how to a country where:
o land is relatively cheaper
o labour is relatively cheaper
o pig prices are relatively higher
o local consumption is relatively low but with potential to grow due to expected higher
standard of living
Proximity to the EU-market
Availability of local subsidies
Geographical diversification in order to minimize production and country risk

These drivers are still relevant for Axzon in considering entry into new markets.
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Exhibit 1.1 Background: Low land prices and high prices imply high yields

Value of farmland (2008-09); Pig price carcase weight (2012-16 annual average)
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Source: Group information, AHDB, OECD, FAO, pig333, management estimates. Romanian 2015-16 avg. pig price, Russian 2014-16 avg.
pig price, value of 10 year lease rights used as proxy for Ukrainian value of farmland

Exhibit 1.2 Background: Ukraine and Russia show significant potential in pig production

Pigs herd (2011) per agricultural land area, Pork consumption per capita (2014, 2015)

Source: Group information, AHDB, OECD, FAO, pig333, management estimates. Denmark and Poland 2014 pork consumption per capita
while the remaining figures are representing 2015 per capita consumption

The farms that Axzon took over in Poland were typically run down former state-owned farms. In
Ukraine 5 out of the 7 farms were set-up as green field projects. In Russia, Axzon merged with a
company set up by another group of Danish investors that were already operating according to many
of the same principles as Axzon.
The historic development of Axzon is shown below:
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Exhibit 1.3 Background: Historic development

Source: Group information

By optimizing efficiency in production in low cost countries, Axzon has succeeded in becoming
more profitable than the average Danish and EU pig producer.
Exhibit 143 Background: Superior production metrics

Source: Group information

Axzon’s business model is furthermore carbon neutral, whereof biogas contributes with a ~35%
reduction compared to world average, while the remaining emissions are minimized through a very
high efficiency in the production as well as low tillage, reduction of diesel used per hectare, and
other energy saving measures (LED lights etc.). Axzon is a significant company in pig production
today and aims to continue to grow on the principles of Danish knowhow and values in locations
with higher expected returns.
Ownership structure:
Axzon is currently owned by 4 different groups of investors:
Polen Invest; 90 Danish investors – 84.7%
• Following a trip to Poland arranged by Tom Axelgaard, a number of Danish farmers established
Polen Invest A/S in 1993 with the objective of starting Poldanor’s operations (1994).
• Widely spread investor base, although Deputy Chairman Niels Rauff Hansen, Anders
Bundgaard, and Jens Jørgen Nielsen each own more than 5% of the shares.
• The investor base today is to a large extent the same as the group of 60 that originally invested
in Polen Invest A/S back in 1993, although some family members and children have since been
given or acquired shares.
• Polen Invest A/S is the creditor of the Existing Shareholder Loan
IFC (World Bank) – 6.9%
• International financial institution and shareholder since 2012
• Member of World Bank Group (HQ in Washington, D.C.)
• Encouraging private sector development in developing countries; thus far by offering
investment advisory and asset management services
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•

Is the largest global development institution focusing on the private sector in developing
countries

Axelgaard Holding: Tom Axelgaard – 3.9%
• Tom Axelgaard is the founder of Axzon A/S and has been with the Issuer since its incorporation
in 1992
• Tom Axelgaard is the CEO of Axzon A/S
• Tom Axelgaard had 6% in each of the subsidiaries, which was exchanged into Axzon A/S
shares in connection with IFC becoming a shareholder
• He also owns 1.6% of the shares in Polen Invest A/S
76 private Danish shareholders – 4.5%
• This shareholding group is a result of the entry into Russia in 2013.
• This was a group of Danish farmers that had established pig farms in Russia under the name
of Dan Invest LLC
• Axzon A/S merged with Dan Invest LLC, in order to enter Russia with a platform of assets.
• These Danish farmers shared the vision of Axzon – wanting to transfer the Danish knowhow
of efficiency and sustainability within pig production abroad
• All shareholders are individual shareholders in Axzon, but grouped here as the background
for entry coincides
The background of Axzon’s shareholders is of immense value to Axzon. IFC carries a lot of weight
when dealing with authorities in Poland, Ukraine and Russia but they also provide a lot of useful insight
knowledge about the three countries of production. As the rest of the investors are predominately
farmers, Axzon can derive a lot of professional expertise from this source, for example because selected
local Axzon employees have worked several years on farms in Denmark belonging to one of the
shareholders for training purposes.
Danosha Ltd. is currently owned by
Axzon – 98 %, The Investment Fund for Developing Countries (IFU) – 2 %.
Poldanor, Prime Food and Finansax are wholly owned by Axzon.
Production cycle and supply chain
The Group is a vertically integrated group of companies producing slaughter pigs on its production sites
in Poland, Ukraine and Russia, as well as processed meat products from its slaughterhouse in Poland.
However, the food production is an integrated part of the rather unique production cycle of the Group,
which completes a fully controllable supply chain.
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Exhibit 1.1 Production cycle and supply chain: Supply chain

Source: Axzon information

The supply chain is centered on pig production and meat processing, as they stand as Axzon’s core
competencies. Complementary business areas are crop growing, feed production, and bioenergy
production, with the latter being present throughout the entire supply chain.
Crop growing
The Group is in possession of more than 27,000 hectares of land. As diversification is a key issue the
land is cultivated with crops well diversified between (i) Wheat – 36%, (ii) Barley – 28%, (iii) Corn –
14%, (iv) Triticale – 16%, and (v) Other – 6%.
Pig manure is the starting point in crop growing as it functions as an effective, herein organic, fertilizer
as well as an element in bioenergy production. Organic fertilizer from bioenergy is used in the crop
growing process and at the same time corn silage is an element in bioenergy production. Hence, there
is a two-way interchange between crop growing and bioenergy production.
Own production of cereals ensures full traceability, controllability, and serves as a fundamental quality
control, in producing the highest quality input to feed production, which ultimately translates into a
more efficient production. In addition, producing own crops is a natural hedge on raw material input
costs for the pig production.
Feed production
The Group has a total of 4 feed mills, which fully exhaustively covers the subsidiaries’ needs in Poland,
Ukraine and Russia. As abovementioned, own produced cereals ensure high quality input for pig feed
production, and by own management of feed mills and thereby feed production, the Group further
ensures high quality pig feed output. This is a vital component in pig production as it maximizes pig
growth and minimizes diseases – hence, it is a significant competitive edge. In addition, healthier sows
will in general produce more piglets.
Pig production
As previously emphasized, pig production is one of the Group’s core competencies. The Group is the
second largest pig producer in Poland and Ukraine, with a highly diversified production through 42
farms (with 2 farms in Russia included), all located in remote areas, far away from high density areas
to prevent diseases. This combined with the Group’s own fleet of ~30 specialized trailers and trucks
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ensures that the Group has control over all steps in the value chain, reducing the risk of external factors
compromising biosecurity.
Furthermore, pig manure from the production is used in bioenergy production and crop growing. This
has 2 effects. Firstly, accumulating the slurry in lagoons reduces odour. Secondly, using the pig manure
in biogas plants reduces human pathogens in the manure before using it as fertilizer for the Group’s
crops, in addition to fueling the production of renewable energy. These advantages to both the economy
and sustainability of production are the essential drivers behind the Group’s from “field-to-fork”
strategy.
Slaughtering, cutting, and meat processing
The last component(s) in completing the Group’s supply chain and production cycle is the process of
slaughtering, cutting and meat processing. The Group’s own slaughtering facility, Prime Food in
Poland, buys exclusively pigs that are bread and weaned by Poldanor – providing a unique closed circle
relationship.
The primary reason of having its own slaughtering facilities is to position the Group with output that
differentiates from the less attractive bulk market through branded products. By being in full control of
the supply chain, in this case the slaughterhouse, the Group is able to ensure GMO free and RWA meat
branding, which serves as a strong differentiator – verified by the MAPP Centre in a consumer study
conducted for the Group.
Meat processing and marketing is the final element in the “field-to-fork” set-up of the Group.
Bioenergy Production
The Group uses both pig manure, corn silage, straws from the grain production and waste from the
slaughterhouse as inputs in the production, which has the benefit of reducing the Group’s waste, in
addition to making the Group energy self-sufficient. Bioenergy production improves the fertilizer value
of manure, which enables the Group to use it as organic fertilizer in the crop growing. Excess energy is
furthermore sold to 3rd parties, which has recently become quite profitable in Poland due to legislation
that requires industrial energy producers to buy a certain amount of their energy from bioenergy plants,
increasing the prices of energy from bioenergy significantly.
Production cycle
It is clear from the supply chain that every process of the food production is highly interconnected. The
production cycle can be illustrated as shown below. There is no definitive starting point as all processes
are interactive with each other and forms a flow, or cycle, of production.
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Exhibit 1.2 Production cycle and supply chain: Production cycle

Source: Group information

Group overview: products
The Group has four product groups, in which two serve as a joint primary focus, and thus, core
competencies, while two serve as complements – though, the complementary products is an important
part of the business model. The products are (i) pig production, (ii) meat processing, (iii) bioenergy
production, and (iv) arable.
Pig production
The Group operates 33 pig farms in Poland, 7 in Ukraine, and 2 in Russia, where 84% of total pig
production is in Poland and Ukraine. This equals 42 farms, and a total sow herd of 41,500, making the
Group the 2nd largest pig producer in Poland and Ukraine.
The Group follows a field-to-fork set-up (or farrow-to-finish), fully incorporated in the business model,
where pig production naturally is the ultimate starting point.
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Exhibit 1.1 Group overview: products: From-field-to-table and Sow production cycle (below)

Source: Group information

To ensure an efficient production of pigs, it is of highest importance to keep track of different
performance measures in relation to sows, pigs sold, meat yield etc. The process of breeding piglets is
dependent on the full sow cycle. That is, the process of sows farrowing piglets. Sows have seasonal
infertility which affects the timing of insemination and thereby gestation. The latter lasts a total of 114
days, while lactation period lasts 28 days. Thus, infertility, gestation and lactation complete a sow
cycle of approximately 160 days. A shorter sow cycle increases the number of piglets farrowed per sow,
and thus minimizing the cycle will optimise the performance of a sow.
Following the farrowing is the rearing and fattening stage, where it is of highest importance that there
is an extensive focus on the optimal feed composition in each phase of growing season. This has a
significant impact on the size of the pigs when marketed, and also the implied cost of growing the pigs
– hence, the feed costs (further explained below). The Group normally sells its pigs when they are “first
class finishers” of ~110kg.
An important aspect of the Group’s pig production is the limited use of antibiotics. This follows inter
alia from the optimal feed composition, but in addition also from a healthy and stress-free environment,
along with biosecurity for both sows and pigs.
Animal welfare and Biosecurity
Animal welfare is a key commitment area in the Group’s CSR policy, where all employees are educated
in very high welfare standards. To ensure state-of-the-art welfare procedures and high quality
operational facilities, the Group undergoes a minimum of two annual audits – both by the internal
welfare audit department, as well as external representatives. The latter is represented by international
shareholders and/or Global GAP (i.e. the non-governmental organization Good Agricultural Practice).
This extensive commitment has made the Group comply with the strictest Danish animal welfare rules,
which are even stricter than EU rules.
A complementary factor of animal welfare is biosecurity, i.e. securing the farm and herds against
infectious diseases. As this is of highest importance for the Group, measures taken to ensure substantial
biosecurity include double fencing of all of the Group’s remotely located farms, and internal transport
by specialized trailers and trucks by its own fleet of 30 specialised trailers and trucks. Maintenance of
further inventory internally further ensures no contact with infectious diseases.
Key performance measures
There are a variety of key performance measures in regards to pig production, with some of the most
important measures being (i) number of pigs sold per sow, (ii) daily live weight gain, (iii) feed
conversion ratio, and (iv) carcass meat produced per sow, or meat yield per sow. There are no precise
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limits or boundaries which imply that a measure is good or bad. However, it is clear from the charts
below, that the Group is, on average, outperforming its peers.
Exhibit 1.2 Group overview: products: Key performance measures benchmarked

Source: Group information, AHDB – please note that Axzon numbers are from 2016, while benchmarked values are from 2015 due to
availability of benchmark figures.

The significantly higher number of pigs sold per sow indicates a higher turnover rate per sow, with the
sow being the production machine. A higher daily live weight gain implies a shorter fattening process,
and potentially a higher meat yield per sow along with potentially higher carcass weight when sold as
a finisher to a slaughterhouse.
An equally important performance measure is the feed conversion ratio, which measures the efficiency
in converting feed into meat. Thus, as low as possible feed conversion ratio is desirable, with the Group
using 2.7kg feed to convert into 1kg meat.
Carcass meat produced per sow (or meat yield per sow) is the ultimate performance measure, as it shows
the quantity of kg that a sow is generating annually. The Group’s meat yield per sow is at 2,802.
Despite of the artificially low meat yield per sow, it is clear from the graphs that the Group is
outperforming competitors across countries and regions. Keeping track of said performance measures
further enables the Group to take immediate action on increasing efficiency if performance measures
are deteriorating. Thus far, the Group has only taken actions in order to improve performance measure,
and as the graph below shows, the Group has been improving throughout the last four years in various
sow measures.
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Exhibit 1.3 Group overview: products: Increase in key sow parameters

Source: Group information

The Group’s pig production in numbers
The pig production share of revenue supports the emphasis of pig production being one of the Group’s
primary focuses. The share of the total revenue has been in the range of 49.6% to 54.3% within the last
four years – also accounted for intercompany trade (e.g. between Poldanor and Prime Food).
Exhibit 1.4 Group overview: products: Pig production share of revenue

Source: Group information

Further pig production highlights are:

Meat processing
The Group’s focus on being in full control throughout the supply chain is reflected in the product of
meat processing, as controlling this element ensures food safety and full traceability. This control
further enables Axzon to focus on producing an output, and later a branded product, that differentiates
itself from the bulk market. For example, the Group’s production quality has given them a license to
sell pig meat that can be consumed raw, a product which is sold at premium margins.
The Group currently has a slaughterhouse and meat processing plant, Prime Food, located in Poland
next to Poldanor’s headquarter. The close location to Poldanor is optimal in the sense that Prime Food
only slaughters pigs from Poldanor. This unique integration between pig farms, slaughterhouses and
meat processing plants ensures the aforementioned traceability from field-to-table, and leads to high
quality meat and fast delivery of products to the market.
In addition to the Prime Food slaughterhouse, a slaughterhouse in Ukraine is planned for construction
in 2018. This slaughterhouse will serve the same purpose for Danosha, as Prime Food does for Poldanor.
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As a result the Ukrainian production will also be fully vertically integrated, resulting in further mitigated
volatility by also differentiating end products from the bulk market, in addition to hedging input costs
through arable and bioenergy production. Ukraine is an immature market with a lack of quality products
and it thus poses an attractive opportunity for the Group to gain a competitive advantage through the
sale of branded high quality products.
Meat sales breakdown
Prime Food focuses on three different categories of meat. That is, MAP, Processed products and
Deboned meat (which includes prime cuts). The latter has the largest share of meat sales, while MAP
and Processed products (without considering bi-products) share the remaining part of the meat sales.
Exhibit 1.5 Group overview: Products sales of meat breakdown

Source: Group information

MAP, Modified Atmosphere Packaging, is a special preservation technique for fresh foods, which
Prime Food was the first to introduce in Poland in 2001. Prime Food further provides a broad assortment
of processed products differing significantly from usual bulk products. These products are meat without
additives, e.g. ready-to-eat-raw meat, sausages for children, and other products with added shelf life
due to high hygiene and discipline within the slaughterhouse.
The vision is to further differentiate from the bulk market with a focus on providing fully processed
goods directly to consumers, making the Group less exposed to fluctuations in bulk pig prices while at
the same time achieving superior margins on its end-products.
From the exhibit above, it is clear that processed products as well as MAP have the absolute highest
gross margins. Thus, these two products are by far the most important drivers of profitability and growth
within the slaughterhouse. Hence, the Group has a significant focus on increasing both MAP’s and
processed products’ share of the revenue.
Prime Food has recently expanded the section for pre-packaged fresh meat (MAP) and fully processed
products on the plant in Poland.
Long standing diversified retail relationships
The Group’s main focus is on the retail segment, however wholesale and industrial processors, both
locally and internationally, have made up a substantial share of the revenue. By diversifying distribution
of products to industrial processors, wholesale, export and others, the Group is able to hedge exposure
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and risk to the retail segment (i.e. if a retail contract is not renewed, the meat can always be sold in bulk
to wholesalers and industrial processors while new contracts are negotiated).
Exhibit 1.6 Group overview: products: Revenue distribution by channel

Source: Group information

As there is a clear focus on the retail segment, relationships with retail chains are of significant
importance. The Group has had a very broad focus when creating long term relationships. This is seen
in both the local sales in Poland as well as the export to Denmark, North America and Asia. This broad
focus has led to relationships with highly reputable retail chains. An overview of current clients as of
Q1 2017 can be seen below:
Exhibit 1.7 Group overview: products: Retail chain relationships

Source: Group information

Biogas production
Biogas is an integrated part of the Group’s sustainability focus, and is a core element in the supply
chain. The Group’s biogas plants supply the farms with electricity and excess output is sold to the grid
making the profitability of biogas the biogas division highly dependent on state subsidies. Currently,
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these subsidies are very attractive in Poland, however this situation could change rapidly due to
government policies, new future elections etc.
The Group’s first biogas plant was constructed in Poland in 2005, where the Group is already the largest
on-farm biogas operator, while its first Ukrainian plant came in to operation in 2013. Today the group
operates a total of 8 plants with an installed capacity of 8.6 MWh.

The Group strives to utilize the best technologies to boost efficiency of its biogas operations in a
sustainable manner, as the production of bioenergy is a vital component in the Group’s full production
cycle set-up. Corn silage, pig manure and slaughter waste are all from different parts of the supply
chain, and are all used as biomass in bioenergy production.
• Produced heat and electricity is used to heat up the farms and nearby villages while excessive
electricity is distributed to the public grid
• Fermented biomass is segregated in a digestion tank, and then used as organic fertilizer in the
crop growing process
Bioenergy is thus one of the core complementary productions in the full production cycle set-up, and
in addition to better utilization of resources, bioenergy production has the advantage of significantly
reducing odour, pathogens and weed seeds from the manure as well as reducing greenhouse gas
emissions.
Exhibit 1.8 Group overview: products: Continuous growth in installed capacity

Source: Group information

Arable
The arable segment ensures control of the pigs’ feed and is therefore an important element in
maximizing meat yield and the feed conversion ratio.
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The crop growing segment supplies cereals for feed, silage for biogas production and oil seeds for
external sale. Thereby, crop growing is further an important complementary segment of the Group.
As emphasized above, having full control of the pigs’ feed ensures the right feed mix for the different
sizes and health of the pigs at all times. This optimizes pig weight growth (daily live weight gain), and
number of piglets born per sow.
As pig production requires vast areas to dispose waste, pig production and the arable segment is a
natural combination, which has led the Group to utilize this potential to its fullest.
Cereals comprise the vast majority of the harvested hectares and wheat and triticale comprise the largest
share of cereals.
Exhibit 1.9 Group overview: products: Harvested hectares and cereal split

Source: Group information

Arable segment in numbers
The Group’s land bank consists of 15.3K ha in Poland, 11.3K ha in Ukraine and 4.1 K ha in Russia,
reaching more than 0.7 ha. per sow full line. The Group has four own feed mills, which satisfy the
Group’s internal feed consumption in Poland, Ukraine and Russia.
To the Issuer's knowledge there are no trends, uncertainties, demands, commitments or events that are
reasonably likely to have a material effect on the Issuer's prospects for at least the current financial year.
Material contracts
To the Issuer's knowledge, the Group has not entered into any material contracts that are not entered
into in the ordinary course of the Group's business, which could result in any member of the Group
being under an obligation or entitlement that is material to the Issuer’s ability to meet its obligation to
security holders in respect of the Bonds.
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INDUSTRY
For a glossary of the terms used in this section “Industry” please refer to the section headed “Glossary
to business and industry section.”
This Prospectus contains forecasts, statistics, data and other information relating to markets, market
size, market share, market position and other industry data pertaining to the Issuer's business and
markets.
Industry publications generally state that the information they contain has been obtained from sources
believed to be reliable, but the accuracy and completeness of such information is not guaranteed. The
Issuer has not independently verified and cannot give any assurance as to the accuracy of market data
and industry forecasts contained in this Prospectus that were taken or derived from these industry
publications.
Market data and statistics are inherently predictive and subject to uncertainty and not necessarily
reflective of actual market conditions. Such statistics are based on market research, which itself is based
on sampling and subjective judgments by both the researchers and the respondents. Accordingly, there
can be no assurance that a third party using different methodologies or sources could not arrive at
different results from the analysis presented in this Prospectus.
As a result, prospective investors should be aware that forecasts, statistics, data and other information
relating to the Issuer's markets, market size, market share, market positions and other industry data
pertaining to the Issuer's business and markets in this Prospectus, may not be reliable indicators of the
Issuer's future results of operations or business performance.
Pig production is a global market
As it can be seen from the figure below, the pricing of pig meat within the EU fell from 2012 to mid2016. In spite of this, production increased during the same period. The reason for this was that the
response from large industrial EU farmers was to increase efficiency, thereby increasing output,
instead of reducing production.
Exhibit 1.1 Pig production is a global market: Local prices are not necessarily driven by local productions

Source: EU Agricultural Outlook 2016-2026

On the contrary, the smaller farmers typically do not have the scale or financial capacity to respond
to falling prices with increasing efficiency. Thus, if prices have been low for a long time, typically
they are forced to shut down. However, this was not enough to counter the effect of the increased
efficiency of the larger farmers and all in all overall production has been increasing.
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Nevertheless, prices have started to climb since the second half of 2016, the primary reason being
increased imports from China. Approximately 50% of the world’s pork production takes place in
China, however China is still also the world’s largest importer of pork. As a consequence of the
growing demand in China, EU pork exports reached record levels in 2016 leading to a price increase
in the EU, despite higher production. China constituted 38% of EU pork exports and the Chinese
pork import is expected to remain high as environmental regulations and citizens’ awareness of food
production standards continues to drive reductions in Chinese sow herds. Going forward, total EU
exports are expected to grow 5% p.a. as global demand for pork strengthens, including strong
demand from China.
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Exhibit 1.2 Pig production is a global market: EU Exports is growing supported by increasing Chinese imports
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Source: Foreign Agricultural Service/USDA April 2017

The rising trend in pork prices is according to EU Agricultural Outlook going to continue in the
coming years. Besides increasing imports to China, several other factors are supporting this trend.
Higher disposable income allows for increased meat consumption:
•
•

Improved financial conditions make meat relative more affordable. Today, pig consumption
constitutes 37% of the worlds meat consumption
Consumers are able to spend more money on meat and meat of higher quality

World population growth, means more people to feed:
•
•

The total world population is constantly growing and creating increasing demand for food
The trend for increased meat consumption is particularly pronounced in China where pork
imports saw a record level in 2016 and is expected to continue to rise in 2017

Increase in labour productivity:
•
•

A higher productivity can lead to lower average costs
Improved competitiveness and trade performance enable firms’ ability to grow

Exhibit 1.3 Pig production is a global market: EU pig market price – historically and growth forecast (EUR/kg)
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The forecasted development in pig prices may at first glance appear optimistic but put in a historical
context it is not out of the ordinary. Prior to 2015, pig prices have often been at higher levels. For
example, the price of pig meat was EUR 1.71 pr. kilo in 2012.
In addition to the general trend of rising pig prices, certain other factors may have an impact on the
Group’s achieved prices:
Transparency in products – customers are willing to pay more for these products:
•
•

Increasing demand to know what is in the meat, how was it raised and where is it from
The demand for transparency in meat products increase the demand for GMO-free and RWA
meat

Sustainability – consumers are getting increasingly aware of the climate impact of meat production:
•
•

Consumers are more than ever aware of the environmental impact of meat production
Sustainable products are chosen in perception of higher quality

Local food – increasing demand for locally produced food:
•
•

Consumers are demanding locally produced food
This demand is associated with the environmental awareness of meat production and
distribution as well as food safety where consumers need to trust and trace the food they eat

As previously mentioned, China is a key driver of the expected positive development in prices as
the country is the world’s largest consumer of pig meat but also because the Chinese pay a
considerable premium compared to the EU and USA (see below).
Exhibit 1.4 Pig production is a global market: China paying markedly more for pork than within the EU and the USA

Source: EU Agricultural Outlook 2016-2026, pig333. Note(*): Iowa and Minnesota

Among the biggest importers of pork are China, Japan, Mexico, South Korea and China. In spite of
the significant import of pig meat, the per capita consumption of is still considerably below the EU
average. Hence, if these countries start to converge towards EU’s pig meat consumption per capita,
a further uptick in pig prices may be expected.
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Large pork importing countries
Exhibit 1.1 Large pork importing countries: Large importing countries

Source: Foreign Agricultural Service/USDA April 2017
Exhibit 1.2 Large pork importing countries: Potential upside in the major importing countries

Source: Foreign Agricultural Service/USDA April 2017

In terms of China, the country’s growing economy allows consumers to add more pig meat to their
diets in the years to come, which indicates that convergence towards EU consumption levels might
be expected, creating an even better potential for exports. This is further supported by the fact that
the Chinese are demanding traceability and higher quality in pig meat, caused by several local pork
scandals, undermining consumers’ confidence in domestic pork. Furthermore, the decreasing
production of pigs and the increasing and very volatile domestic pork price in China have been
drivers for the increasing pork import.
Market situation in Poland
In 2015 Poland had a total population of 38.0 million with an average GDP per capita (PPP adjusted)
of 26,862 USD. The Polish cuisine is rich in meat, especially pork, which is usually a part of the
main course. Accordingly, the average per capita consumed pork was 40 kg in 2014, which
corresponded to 2,089,000 tonnes pork consumed for the entire population (in live weight). The per
capita consumption is in line with the EU-27 consumption average, which was 41 kg per capita in
2015. Due to a decreasing herd, the country only produced a total of 1,906,000 tonnes pork (in live
weight); 183,000 tonnes less than actual consumption. The size of the herd has been decreasing for
a number of years, though it has seen a stabilizing trend in recent years as a result of imported
weaners form Denmark.
Exhibit 1.1 Market situation in Poland: Development in Polish pigherd
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Source: Eurostat

The low pig meat price has caused many small farmers in Poland to shut down, which has led to the
declining pig herd. However, the deficit in net production has had a limited pricing effect because
Poland is part of the EU (with free trade), where production is sufficient. However, the results of the
Group indicates that if a “locally produced” branding can be made, premium prices may be achieved
and can be levered (most relevant for processed products).
Increasing production levels within the EU, combined with the ban from Russia on imports, resulted
in very low price levels from mid-2014 to mid-2016, compared to 2012 and 2013. This negative
trend, however, appears to have been halted and the fact that world market prices have increased
since mid-2016 also had positive implications on the Polish market. Prices have continued to
increase in 2017 but are still below levels in 2012 and 2013.
Exhibit 1.2 Market situation in Poland: Pig prices in Poland

Source: Group Information

Market situation in Ukraine
In 2015, Ukraine had a total population of 42.6 million with an average GDP per capita (PPP
adjusted) of 7,940 USD. The average per capita consumption of pork was 14 kg in 2015, which
corresponded to 790,020 tonnes pork consumed for the entire population (in live weight). The
relatively low pork consumption, when compared to other European countries, is mostly explained
by the low purchasing power in the country. This fact creates an attractive upside potential, in the
case that the pork consumption converges towards the European average. The country produced a
total of 787,560 tonnes pork (live weight), 2,460 tonnes less than consumption that among other is
impacted by a falling herd in recent years.
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From 1 January 2016, the Ukrainian parliament cancelled the import duties on pigs of 5-10%,
impacting prices significantly but 80 outbreaks of ASF in 2016 have caused the pig herd to decrease
and countered the effect somewhat.
Exhibit 1.1 Market situation in Ukraine: Development in Ukrainian pigherd

Source: Group information

Ukrainian pig producers have been hit by export bans on two fronts. Due to an ASF outbreak in
2015, the EU introduced an import ban on pork from Ukraine and this ban still prevails. Furthermore,
in the beginning of 2016, Russia introduced a ban on imports from Ukraine, which led to export
falling markedly. This resulted in big exporters selling pigs in the local market at a low price.
Exhibit 1.2 Market situation in Ukraine: Pig prices in Ukraine

Source: Group information

Although pricing has improved slightly in 2016, a trend which has continued in start 2017, the
Ukrainian price level is still below EU levels. However, it is expected to converge towards EU levels
as the country stabilizes and the export markets re-open. In fact Axzon believes that some regions
in Ukraine, located far from the ASF outbreaks will be given access to the EU market prior to the
remaining part of the country. This will obviously be of importance to the Group who has farms
located far away from the outbreaks.
The Group is investing in its first slaughterhouse in Ukraine. This is due to become operational in
2019 and will also have a positive effect on the Group’s profitability in Ukraine.
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Capital controls in Ukraine
The economic and political turmoil in Ukraine, started back in 2013, caused the Ukrainian Hryvnia
(UAH) to depreciate approx. 50%. As a consequence the National Bank of Ukraine (NBU)
introduced capital control measures in order to avoid further depreciation of the national currency.
The currency control measures are regulating the purchase of foreign currency in all forms. In
February 2015 the controls were further tightened following IMF announcing a $17.5 billion bailout
loan for Ukraine. In January 2016 Ukraine entered into an ambitious trade agreement with the EU
thereby underlining their ambition to comply with EU rules and standards. Subsequent to this, the
NBU has gradually eased the capital controls.
In relation to this particular transaction, two concrete risk factors related to the currency controls
have to be considered.
Early repayment of existing foreign currency loans:
Danosha currently has outstanding foreign currency loans in an aggregate amount of EUR 35.5
million. Repayment of foreign currency loans is only allowed in accordance with the preapproved
repayment schedule.
•
•

The general rule is that foreign currency loans can only be prepaid given approval by the NBU,
however with the exception that loans to International Financial Institutions and under Export
Credit Agencies can always be repaid
The lenders of the EUR denominated loans are NEFCO, IFU and EBRD (“EUR Creditors”),
hence early prepayment of the EUR denominated loans in question can be done without
approval from the NBU

Servicing of new bond:
Given the restrictions on foreign currency payments out of Ukraine servicing on new debt
obligations in foreign currency will require approval from the NBU.
•
•

•

Approval of new debt obligations is viewed as a minor risk factor by Axzon, as this has been
done multiple times before
However, to mitigate the risk of applying for new approvals further, Danish Newco may buy
one or more of the loans from the current EUR Creditors, thereby overtaking the already granted
repayment approvals. Change of creditor is also subject to NBU approval but considered low
risk and risks are mainly on timing
In the unlikely event that approvals cannot be transferred, or that it is materially delayed,
Danosha might be given permission to pay out dividends – such permission was granted in
2014, 2015 and 2016 but whether or not this will be the case in the future is still uncertain

Weaknesses relating to the Ukrainian legal system and Ukrainian legislation create an uncertain
environment for investment and for business activity
Since its independence in 1991, Ukraine has been transforming from a planned to a market-based
economy and the Ukrainian legal system has also been developing to support this market-based
economy. Ukraine’s legal system is, however, in transition and is, therefore, subject to greater risks and
uncertainties than a more established legal system. In particular, risks associated with the Ukrainian
legal system include, but are not limited to:
•

provisions in the laws and regulations that are ambiguously worded or lack specificity or are even
contradictory and thereby raise difficulties when implemented or interpreted, and in particular in
the recent past there used to be conflicting statutory provisions regarding notarisation of land lease
agreements;
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•

ambiguities, inconsistencies and technicalities in Ukrainian corporate laws that can make
compliance more difficult;

•

inconsistencies between and among the Constitution of Ukraine, laws, presidential decrees, and
Ukrainian governmental, ministerial and local orders, decisions, resolutions and other acts;

•

the lack of judicial and administrative guidance on the interpretation of Ukrainian legislation,
including the complicated mechanism of exercising constitutional jurisdiction by the
Constitutional Court of Ukraine;

•

the relative inexperience of judges and courts in interpreting Ukrainian legislation, shortages of
staffing and funding within the court system and the general inconsistency in their interpretation
of Ukrainian legislation in the same or similar cases;

•

corruption within the judiciary; and

•

a high degree of discretion on the part of governmental authorities, which could result in arbitrary
actions.

All of these factors make judicial decisions in Ukraine difficult to predict and effective redress
uncertain.
Competitive landscape
It is difficult to map out the Group’s competitive landscape. As the Group is operating vertically
within 4 different product groups, the competition is depending on whether pig production, arable,
biogas or processing of pig meat is considered. The fact that pig meat competes with other kinds of
meat, as well as foods in general, makes the competitive landscape even larger. Most identified
competitors are present in one or two of the categories, save for a few that have arable, pig production
and meat processing, which can be said to have a comparable business model. Hence, the Group’s
business model can be said to be almost unique. On the other hand you have large industrial,
conglomerate players where pig production or food processing is only a fraction of their activities.
However, as pig production and meat processing are the Group’s two main activities revenue-wise,
producers in either category can be said to be competitors. Within pig production it has previously
been illustrated how this is a global market, meaning that Axzon is in a sense competing against
farms from all over the world – from the local family run farm in Ukraine, Poland or Russia to large
industrial farms in the US, Netherlands or China. Meat processing is also a global market, making
it even more complicated to give an overview on.
To summarize, the Group’s concept of being in control from field-to-fork is quite unique, making it
possible for the Group to differentiate itself vis-à-vis its many of its competitors. In the overview
below, the Group is compared to a number of companies within the relevant industries are listed.
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Exhibit 1.1 Competitive landscape: A unique business model

Source: Group information, Bloomberg

One of the advantages of the Group’s unique business model is that it enables the Group to move
away from the bulk pig market. The fact that the Group is in full control of all factors that affect
what kind of pig that is finally delivered to the slaughterhouse, combined with the highest production
standards, means that food produced by the Group is of very high quality.
As a result, the Group is now pushing its own brands in to the retail stores, enabling the Group to achieve
more benefits, in terms of margins, out of the value chain. For the moment, the Group produces
primarily white labelled processed food to supermarkets, combined with some own branding.
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GLOSSARY TO BUSINESS AND INDUSTRY
ASF:

African Swine Fewer

Carcase:

The body of a livestock animal from which the head, hide, legs, tail and
viscera have been removed before rendering it into cuts of meat.

Fattening period:

Measures the number of days from the weaning stage is ended to the pig is
ready to be sold on the market

Farrowing:

The birth of a piglet

Feed conversion rate:

Measuring of how much 1 kilo input (feed) is converted to output kilo of pig

Finisher:

Grower pigs over 70kg in live weight

GMO:

Genetically Modified Organism

Grower pig:

The stage in between the pig being a weaner and a finisher

Hectare:

1 hectare is equal to 10,000m2

MAP:

Modified Atmosphere Packaging

Meat yield per sow:

Measuring how many kilo one sow is producing per year

NBU:

National Bank of Ukraine

Piglet:

A new born pig

Pigs per sow per year: Measuring how many pigs a sow is producing per year
PLN:

Zloty – the national currency of Poland

PPP:

Purchasing Power Parity

Processed:

Cooked and smoked products meat products

RWA:

Raised Without Antibiotics

Slurry:

The biomass the pigs

Sow:

An adult female pig. A sow is the production machine in a pig farm.

Weaner:

After the farrowing the piglet becomes a weaner (6-7kilo) when the piglet
and the sow are separated and it stops consuming milk and starts to eat other
kinds of foods. The pig is a weaner until it weighs approx. 20 to 25kg.

UAH:

Hryvnia – national currency of Ukraine
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MANAGEMENT
The Issuer has a two-tier management structure consisting of the Board of Directors and the Executive
Board. The registered business address for the Issuer is Vesterbrogade 4A, 5th floor, DK-1620
Copenhagen W, Copenhagen Municipality, Denmark.
Board of Directors
The Board of Directors consists of Anders Christen Obel (COB), Niels Rauff Hansen (Deputy COB),
Anders Bundgaard, Jens Jørgen Nielsen, Jens Blach and Erling Bech Poulsen.
Executive Board
The Executive Board consists of Tom Axelgaard (CEO), Hans Henrik Pauk Pedersen (CFO) and
Kristian Brokop Jakobsen.
Biographies
Board of Directors
Anders Christen Obel is the chairman of the Board of Directors.
Experience: CEO at C.W. Obel A/S (2003 – present); (2002 – 2003) Vice CEO at C.W. Obel A/S;
(1996 – 2002) Vice President at Gemini Consulting/Cap Gemini; (1985 – 1996) Hambros Bank Plc.
(London).
Member of Board:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Axzon A/S
C. W. Obel Bolig A/S (chairman)
C. W. Obel Ejendomme A/S (chairman)
C. W. Obel Projekt A/S (chairman)
Erhvervsinvest Management A/S
Fonden Det Obelske Jubilæumskollegium
Fritz Hansen A/S
Høvdingegaardfonden
Mullerupgaard og Gl. Estrup Fonden
Obel-LFI Ejendomme A/S (chairman)
Semco Maritime A/S (chairman)
Semco Maritime Holding A/S (chairman)
Skandinavisk Holding A/S
Skandinavisk Holding II A/S
Skjørringefonden
Woodmancott Fonden

Education: HA, Copenhagen Business School. London Business School
Niels Rauff Hansen is deputy chairman of the Board of Directors.
Experience: (1988-present) CEO and CFO at Sjørup Svinefarm A/S & Søvang Gods A/S; (1994present) Supervisory Board Member of Prime Food; (1994-present) Supervisory Board Vice Chairman
of Polen Invest A/S; (2010-present) Supervisory Board Vice Chairman of Axon A/S; (1994-present)
Supervisory Board Vice Chairman of Poldanor A/S (2004-2009) Supervisory Board Member of
Danosha; (2009-2011) Supervisory Board Chairman of Danosha; (2012-present) Supervisory Board
Vice Chairman of Danosha; (2004-present) Supervisory Board Vice Chairman of Sevel Slagteri A/S;
(2005-present) Supervisory Board Chairman of Slovakia Invest A/S.
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Education: (1988-1990) Autodidact Farmer & Pig producer, School of Marketing Economy &
Leadership; (1983-1987) Asmildkloster School of Agriculture.
Anders Bundgaard is a member of the Board of Directors.
Experience: (1970-present) private farmer in Denmark; (1971-present) private farmer at Klitgaard in
Denmark; partner and Board member at DSA; (1986-1998) Board Member at AKV (potato starch
factory); (2006-present) Supervisory Board Chairman at Danrus; (1999-2009) Supervisory Board
Chairman at Bioenergisystem; (2006-present) Supervisory Board Member at Slovakia Invest; (1994present) Supervisory Board Chairman of Polen Invest A/S; (1994 – present) Supervisory Board
Chairman of Axzon A/S.
Education: (1986-1988) Næsgaard School of Agriculture.
Jens Jørgen Nielsen is a member of the Board of Directors.
Experience: (1977-2008) farming in Denmark; (1994-present) Founder and CEO of Annasminde
Landbrug; (2005-present) Founder and CEO of Ejendomsselskabet Annasminde; Supervisory Board
Member at several minor companies; (2011-present) Founder and Supervisory Board Chairman at
Re2Vit; (1999-present) Supervisory Board Member at Axzon A/S.
Education: Agricultural management/business.
Jens Blach is a member of the Board of Directors.
Experience: (1983-present) independent farmer; (2008-present) founder and owner of Blach/Zacho I/S
(farming company with 2,800 ha of arable land, includes pig fattening unit and poultry production);
(2008-present) Chairman of Littledane Ltd., Scotland (600 ha of arable land and potatoes); (2008present) co-owner of CanMark (2,000 ha arable operation in Canada).
Education: Danish “Studentereksamen” 1-year Diploma course, Bygholm Agricultural College; (19801981) agricultural student, UK.
Erling Bech Poulsen is a member of the Board of Directors.
Experience: (2009-present) Member of Supervisory Board of Nykredit Holding A/S; (2009-present)
Member of Supervisory Board of Nykredit Realkredit A/S; (1990-present) Member of Supervisory
Board of Agrovakia A/S; (1990-present) Member of Supervisory Board of Vandborg Karrosserifabrik
A/S; (1990-present) Owner and Managing Director of Kølhede Svineproduktion og Rysensteen
Svineproduktion I/S.
Education: Agricultural management/business.
Executive Board
Tom Axelgaard is the chief executive officer of the Issuer.
Mr. Tom Axelgaard is the founder and CEO of the Group since its establishment in 1994.
Experience: (1978-1980) Manager at animal hospital in Hanning, Denmark; (1980-1981) Manager at
cattle farm in Sønderjylland, Denmark; (1982-1995) Owner and Manager of two farms in western
Jutland (Outrup), Denmark; (1992) Trainer/consultant on agricultural project (cattle and pig breeding)
in Zaporizhya, Ukraine; (1993-present) CEO of Polen Invest A/S; (1994-2009) CEO of Poldanor,
Poland; (2003-2006) CEO of Prime Food; (2006-present) Chairman of the Supervisory Board of Prime
Food; (2004-2011) CEO of Danosha Ltd. in Ukraine; (2009-present) Supervisory Board Chairman for
Poldanor; (2009-present) Chairman of Supervisory Board at Sevel Slagteri; (2010-present) CEO and
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Management Board Chairman for Axzon A/S; (2012-present) Chairman of the Supervisory Board of
Danosha Ltd. in Ukraine;
Education: (1976) Language and Sociology, Varde Gymnasium; (1977) agricultural education in USA;
(1981) agricultural education, Ladelund Agricultural School.
Hans Henrik Pauk Pedersen is the chief financial officer of the Issuer.
Experience: (2016 – present) CFO of Axzon A/S; (2015 – 2016) Group Vice President, Head of Group
Business development and member and Group management, Falck Group; (2014 – 2015) Vice
president, Head of Strategy Office and Support Functions of Falck Assistance; (2014) Director, Head
of Strategy Office, Falck Assistance; (2012 – 2014) Manager, Group Business Development, Falck
Group; (2011 – 2012) Senior Associate, Carnegie Bank (Copenhagen); 2010 – 2011 Project Manager
and minority shareholder, Atrium Partners Corporate Finance (Copenhagen); (2007 – 2010) Project
Member, Atrium Partners Corporate Finance (Copenhagen); (2006 – 2007) Graduate, Danske Bank
(Copenhagen).
Education: M.Sc. in Economics and Business Administration, University of Southern Denmark (2006).
Specialised in Finance and Accounting; B.Sc. in Economics and Business Administration, University
of Southern Denmark (2004)
Kristian Brokop Jakobsen is also a member of the Axzon Executive Board
For biography of Kristian Brokop Jakobsen, please see the section headed "Biographies – "Executive
Board" in respect of Danosha.
Danosha Ltd. h. has a one-tier management structure consisting of the Executive Board. The registered
business address for Danosha Ltd. is at 77330, Ukraine, Ivano-Frankivska oblast, Kaluskyi raion,
Kopanky village, 1 Lisova street.
Executive Board
The Executive Board consists of Kristian Brokop Jakobsen (CEO) and Per Knudsen.
Biographies
Executive Board
Kristian Brokop Jakobsen is Division Director Agriculture and Energy in Axzon and the CEO of
Danosha. He is also a member of the Axzon Executive Board.
Experience: (2012-present) Chief Executive Director, Management Board Chairman at Danosha Ltd.;
(2010-2011) Executive Director, Management Board Vice Chairman at Danosha Ltd.; (2006-2010)
Director of Production, Danosha Ltd.; (2006) Pig Production Manager, Danosha Ltd.; (2005) Arable
Manager at Smidstrup Gaard farm, Denmark; (2004) 2nd in command platoon in Iraq, Danish Army;
(2001-2004) Sergeant at the Royal Danish Life Guards, Danish Army; (2001) arable employee,
Gyldensteen Gods farm, Denmark; (1997-2001) basic agricultural management, Dalum Agricultural
College.
Education: Agribusiness, Advanced Diploma in Agriculture, Academy of Professional Higher
Education, Denmark.
Per Knudsen is the Chief Operation Officer in Danosha, Ukraine.
Experience: (2009) Teacher at Dalum agriculture school dep. Korinth; (2009 – 2010) Department
manager at Idavang Russia; (2010-2011) Farm manager at Danosha; (2011-2012) Chief pig production
manager at Danosha; (2013-present) Production Director at Danosha.
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Education: (2003-2007) Agricultural education, Dalum and Bygholm Agricultural School; (2007-2008)
Agricultural economy at Dalum Agricultural School.
Poldanor S.A. has a two-tier management structure consisting of the Board of Directors and the
Executive Board. The registered business address for Poldanor S.A. is Przechlewo, at ul. Dworcowa
25, 77-320 Przechlewo, Poland..
Board of Directors
The Board of Directors consists of Tom Axelgaard (COB), Niels Rauff Hansen (Deputy COB) and
Bjarne Vest.
Executive Board
The Executive Board consists of Grzegorz Brodziak (CEO) and Bjarne Møller
Biographies
Board of Directors
For biographies of Niels Rauff Hansen and Tom Axelgaard, please see the section headed "Biographies
– "Board of directors" and "Executive Board", respectively in respect of Axzon.
Bjarne Vest is the Business Development Director of Axzon
Experience:
(2008-present) Vice Chairman of the Management Board at Poldanor S/A; (1999-2008) General
Production
Manager at Poldanor; (1995-1999) Pig Production Manager at Poldanor; (1994-1995) pig farm manager
at Poldanor; (1990-1993) farm manager at PIC Spain; (1981-1989) manager at different farms in
Canada and Denmark, worked at different farms in Faroe Islands
Education:
Green Diploma in Agriculture, Nordisk Landboskole in Odense Denmark.
Executive Board
Grzegorz Brodziak
CEO of Poldanor S.A. – Polish subsidiary of Axzon A/S
Experience: (1994-1995) translator and business coordinator in Poldanor S.A., Poland; (1995-1997)
Chief Office Manager in Poldanor S.A.; (1997-2008) member of the Executive Board in Poldanor S.A.;
(2005-2008) vice CEO in Poldanor S.A.; (2008-present) CEO in Poldanor S.A.; (2017-present) external
relations director in Axzon A/S.
Education: (1993) Scandinavian Philology – specialised in Danish, Adam Mickiewicz University in
Poznan, Poland; (1998) post-graduate degree in Management and marketing, Koszalin University of
Technology, Poland; (2004) postgraduate degree in Foundation for Management Development, Gdańsk
Foundation for Managerial Education in collaboration with the Kozminski University of
Entrepreneurship and Management in Warsaw, Poland; (2013) postgraduate degree in Academy of
Psychology and Leadership, Warsaw University of Technology Business School, Poland.
Bjarne Møller is the Vice Chariman and COO of Poldanor S.A.
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Experience:
(2014 - ) Vice – Chairman - Coo Poldanor SA, Przechlewo, Poland, (2008 - 2014) Production Director
Arable and Biogas Poldanor SA, Przechlewo, Poland, Member of Poldanor Executive Board, (2002 –
2008) Production Director Arable Poldanor SA, Przechlewo, Poland, (1996 – 2002) Manager of Arable
Farm in Odder, East Jutland, Denmark, (1990 – 1996) Manager of Arable / Pig Farm in Hadsund, North
Jutland, Denmark, (1986 – 1990) Manager of Arable Farm in Aarhus, Denmark, (1980 – 1986) Manager
of Arable/ Pig farm in Roskilde, Denmark, (1973 – 1979)
Farmer Education at different types of
farms in Denmark.
Education :
1973 Completed primary school
1975 Malling Agricultural School.
1979 - 1980 Kalø Landboskole, Agricultural School.
Prime Food sp. z o.o. has a one-tier management structure consisting of the Executive Board. The
registered business address for Prime Food sp. z o.o. is Przechlewo, at ul. Młyńska 43B, 77-320
Przechlewo, Poland.
Executive Board
The Executive Board consists of Pawel Nowak (CEO), Tomasz Walawko, Monika Kamila Danielska
and Pawel Soltysiak
Biographies
Executive Board
Pawel Nowakis the CEO and Chairman of the Management Board of Prime Food
Experience: (1999-2002) Manager, Cutting Department at Bartek T. Bartkowiak; (2002-2006) in
different managerial positions ended as Plant Director at Bartek T. Bartkowiak; (2006-present)
Production Director, CEO and Management Board Chairman at Prime Food Ltd.
Education: (1997-2001) Engineer Food Technology, Meat Technology, Szczecin Agricultural
University; (2007-2008) post-graduate degree in company management, Poznań University of
Economics; (2014-2016) MBA Poznań-Atlanta, Poznań University of Economics, Georgia State
University

Tomasz Walawko is the Sales Director of Prime FoodBusiness Unit Director, Vice-chairman of the
Executive Board, time with Axzon Group: 5 years, industry experience: 15 years, foreign languages:
English, German, (2015 -) Business Unit Director, Prime Food, (2012-2014) Sales Director, Prime
Food, (2013-) Board member, Prime Food, (2009-2012) Key Account Manager, Animex, (2008-2009)
Sales manager at Salus Meat Plant, (2007-2008) Manager at OSI International Holding, (2006-2007)
Trader at meat company Sokolow Sp.Zoo, (2003-2004) Trader at Animex.
education:
(2015) Executive MBA warsaw business school.
(2006) Faculty of economics and management (master’s degree).
.
Monika Kamila Danielska is the CFO of Prime Food and Poldanor
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Experience: (1999-2005) Production Controller, Prime Food Ltd.; (2005) Manager of Production
Control Department, Prime Food Ltd.; (2011-present) Chief Financial Officer, Management Board
Member at Prime Food Ltd., (2014- present) Chief Financial Officer in Poldanor SA
Education: (1994-1999) Master of Science in Technology of Food, Academy of Agriculture in
Szczecin; (1996-2000) MA in Economics (Economics and Organization of Food Economy) at Academy
of Agriculture in Szczecin.
Pawel Soltysiak is the Production Director of Prime Food
Experience:
(1997-1998) Technologist in Technology Department, Agros-Koszalin S/A;
(1998-2000) Manager of Department of Sausages, Agros-Koszalin S/A;
(2000-2003) Manager of Department of Sausages and Preservatives Production, Agros-Koszalin S/A;
(2003-2004) Production Manager, Agros-Koszalin S/A;
(2006-present) Production Director and Management Board Member at Prime Food Ltd.
Education: (1991-1996) Master’s degree in Technology of Food Processing, Microbiology Department
- Biogenic amine in food, Academy of Agriculture in Szczecin.
Finansax ApS has a one-tier management structure consisting of the Executive Board. The registered
business address for Finansax ApS is Vesterbrogade 4 A, 5th floor, 1620 Copenhagen V, Copenhagen
Municipality, Denmark.
The Executive Board consists of Tom Axelgaard and Hans Henrik Pauk Pedersen.
Biographies
Executive Board
For biographies of Tom Axelgaard and Hans Henrik Pauk Pedersen, please see the section headed
"Biographies – "Executive Board" in respect of Axzon.
Conflicts of Interest
Neither current nor potential conflicts of interest exist between any duties to the Group by the
individuals listed above and their private interests or other duties they perform outside the Group.
The Issuer is not aware of material interests in the Bond Issue including conflicts of interest.
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PRINCIPAL SHAREHOLDERS
As of the date of this Prospectus, the following individuals and/or entities hold more than five per cent.
(5 %) of the share capital or the voting rights of the Issuer:

Shareholder

Percentage of the Percentage of the
share capital of the voting rights of the
Issuer
Issuer

Polen Invest A/S

84.67 %

84.67 %

International Finance Corporation (IFC)

6.74 %

6.74 %
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS
Related Parties
As of the date of this Prospectus, the following individuals and/or entities are related to the Issuer:

Individual/Entity

Relationship with the Issuer

Polen Invest A/S

Parent Company

Tom Axelgaard

Chief Executive Officer

Hans Henrik Pauk Pedersen

Chief Financial Officer

Kristian Brokop Jakobsen

Member of the Executive Board

Anders Christen Obel

Chairman of the Board of Directors

Niels Rauff Hansen

Deputy Chairman of the Board of Directors

Anders Bundgaard

Member of the Board of Directors

Jens Jørgen Nielsen

Member of the Board of Directors

Jens Blach

Member of the Board of Directors

Erling Bech Poulsen

Member of the Board of Directors

Poldanor S.A.

Group company

Prime Food sp. z o.o.

Group company

Danosha Ltd.

Group company

Dan-Invest LLC

Group company

Sevel Slagteri A/S

Associated company

Transactions
The Group has obtained the Existing Shareholder Loan from Polen Invest A/S. The loan is repaid
according to the financial position of the Issuer and is intended to be repaid in full after 31 December
2017. The loan carries interest and the interest for 2016 amounts to DKK 6.6 million (2015: DKK 5.1
million). Polen Invest A/S, Tom Axelgaard, IFC and the Issuer are parties to a shareholders agreement
setting out the terms of the parties’ shareholding of the Issuer. The shareholders agreement contains,
amongst others, provisions on corporate governance and includes a number of veto rights for IFC,
including on amendments to the Articles of Association of the Issuer, share issues, disposals of material
assets, declaration of dividends, changes to the chief executive officer and material related party
transactions. The shareholders agreement further contains a put option for IFC to sell its shares in the
Issuer which can be exercised from 1 January 2018 (or at an earlier date in case of certain qualified
breaches of the agreement by any of the other parties). The strike price of the put option is the multiple
of (i) the Issuer’s audited EBITDA (with certain subtractions, including of net financial debt) multiplied
by a number determined by IFC in the range of 6.5 and 7 and (ii) the percentage of the sold shares of
the total number of outstanding shares of the Issuer.
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Remuneration to the Board of Directors and to the Executive Board is as set out below:
2016

2015

Remuneration to the Board of Directors ............................................

1,516,000

1,283,000

Remuneration to the Executive Board ...............................................

3,450,000

3,200,000

Remuneration

Further, in 2016, rent of conference center from Tom Axelgaard amounted to DKK 0.4 million (2015:
DKK 0.4 million).
Intercompany transactions have been eliminated in accordance with the accounting policies. All
transactions have taken place on an arm’s length basis.
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DESCRIPTION OF OTHER INDEBTEDNESS
Existing indebtedness
Following the issue of the Bonds and the refinancing of historic indebtedness, the financial indebtedness
of the Group is limited to the financial indebtedness permitted under and as set out in the Bond Terms,
other than financial indebtedness incurred under the Bonds and the Super Senior Revolving Credit
Facility (as further described below).
Super Senior Revolving Credit Facility
In connection with the issue of the Bonds, Axzon A/S has entered into the Super Senior Revolving
Credit Facility Agreement with Jyske Bank A/S as Super Senior Lender, which provides for up to DKK
125,000,000 of committed financing which ranks on super senior basis.
The Super Senior Revolving Credit Facility may be used for overdraft facilities and guarantees.
Amounts drawn under the Super Senior Revolving Credit Facility may be used for the purpose of
financing of the day to day business. The initial borrower of the Super Senior Revolving Credit Facility
is the Issuer, Poldanor, Prime Food and Danosha. Other members of the Group may also accede to the
Super Senior Revolving Credit Facility Agreement as borrowers (each a “Borrower” and, together with
the Issuer, the “Borrowers”), subject to the approval of Jyske Bank A/S. The Super Senior Revolving
Credit Facility is initially guaranteed by Poldanor, Prime Food, Danosha, Danish NewCo and other
members of the Group shall accede to the Super Senior Revolving Credit Facility Agreement as a
guarantor if they become a borrower under the Super Senior Revolving Credit Facility Agreement.
Repayments and Prepayments
The Super Senior Revolving Credit Facility will be terminated on the fourth anniversary of the Super
Senior Revolving Credit Facility Agreement. Any amount still outstanding at that time will be
immediately due and payable. The Borrowers may voluntarily prepay their outstanding debt or (subject
to certain minimum amounts) permanently cancel all or part of the available commitment under the
Super Senior Revolving Credit Facility by giving 30 business days’ prior written notice to Jyske Bank
A/S.
In addition to any voluntary prepayments, the Super Senior Revolving Credit Facility shall be cancelled
and the Borrowers mandatory prepay the outstanding parts of the Super Senior Revolving Credit
Facility in full or in part in certain circumstances:
•
if it becomes unlawful for Jyske Bank A/S to perform any of its obligations under the Super
Senior Revolving Credit Facility Agreement; or
•

following the occurrence of a Change of Control (as defined in the Super Senior Revolving Credit
Facility Agreement).

Repaid and prepaid amounts under the Super Senior Revolving Credit Facility may be re-borrowed,
unless such repayments or prepayments were mandatory. Cancelled or terminated parts of the Super
Senior Revolving Credit Facility may not be re-borrowed.
Interest and Fees
The Super Senior Revolving Credit Facility will initially bear interest at a rate per annum equal to a
base rate plus a margin. Each interest period will be three months. The Issuer is also required to pay a
commitment fee on the unutilised but available part of the Super Senior Revolving Credit Facility.
Security and Guarantees
The Super Senior Revolving Credit Facility is guaranteed on a joint and several basis by each Guarantor.

107

The Super Senior Revolving Credit Facility is secured by (i) the Share Pledge Agreements (ii) a negative
pledge registered in the Danish Personal Register in respect of the Issuer (iii) mortgages over Properties
(being Polish real estate with at least 200 % of the Super Senior Revolving Credit Facility) (iv) first
priority assignments of all Proceeds Loans and any other Structural Intra-Group Loans. The security is
shared with the Bondholders and the Hedge Counterparties on the terms set out in the Intercreditor
Agreement.
Covenants and events of default
The Super Senior Revolving Credit Facility Agreement contains covenants and events of default that
are substantially the same as those applicable to the Bonds.
Governing Law
The Super Senior Revolving Credit Facility Agreement is governed by Danish law.
Intercreditor Agreement
In connection with entering the Super Senior Revolving Credit Facility and the issue of the Bonds, the
Issuer, the Original Guarantors, the Bond Trustee, the Super Senior Agent, the Super Senior Lender,
the Hedge Counterpart and the Security Agent have entered into the Intercreditor Agreement.
The rights of the Bondholders will be subject to the terms of the Intercreditor Agreement with respect
to the subject matter thereof.
The Intercreditor Agreement sets out: (i) the relative ranking of certain indebtedness of the debtors; (ii)
the relative ranking of certain security granted by the debtors; (iii) when payments can be made in
respect of certain indebtedness of the debtors; (iv) when enforcement actions can be taken in respect of
that indebtedness; (v) the terms pursuant to which that indebtedness will be subordinated upon the
occurrence of certain insolvency events; (vi) turnover provisions; and (vii) when security and
guarantees will be released to permit a sale of any assets subject to transaction security.
According to the terms of the Intercreditor Agreement, the relevant debt shall rank in right and priority
of payment in the following order: (i) first, the liabilities relating to the Super Senior Revolving Credit
Facility, the Bonds and to certain hedging agreements of the Group pari passu and without any
preference between them, and (ii) second, certain intra-company obligations, certain shareholder loans
and other subordinated obligations.
The Intercreditor Agreement provides, among other things, that amounts received from the realisation
or enforcement of any part of the Collateral (except for the Escrow Account Pledge, which secures only
the liabilities in respect of the Bonds) will be applied in payment of amounts outstanding under the
Super Senior Revolving Credit Facility and the Hedging Agreements in priority to amounts outstanding
under the Bonds. The same priority applies to other payments made to the Security Agent, including
insolvency proceeds.
The Intercreditor Agreement provides that the Security Agent shall act in accordance with enforcement
instructions adopted by an Instructing Group. If any of the Super Senior Revolving Credit Facility
Finance Parties, the Bond Creditors or the Hedge Counterparties wish to instruct the Security Agent to
commence enforcement of any Transaction Security, such group of creditors must first deliver a copy
of the proposed instructions as to how such enforcement shall be effected (the “Enforcement Notice”).
The Security Agent must then convene a meeting of the Secured Creditors to vote on the Enforcement
Notice. The Bond Trustee will cast a vote on behalf of the Bondholders in accordance with the terms of
the Bond Terms and will represent the Bond Creditors.
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In case of conflicting votes being cast by the Secured Creditors, the Bond Trustee (on behalf of the
Bondholders) shall have the decisive vote and will initially form the Instructing Group. If enforcement
has not commenced within 3 months after an Enforcement Notice has been delivered to the Security
Agent by either the Bond Trustee (on behalf of the Bond Creditors) or the Super Senior Agent (on
behalf of the Super Senior Revolving Credit Facility Finance Parties) (whichever is first) (the “Initial
Enforcement Notice”), then the Super Senior Agent acting on behalf of the Super Senior Revolving
Credit Facility Finance Parties shall form the Instructing Group from that time onwards, provided that
an Event of Default in respect of the Super Senior Revolving Credit Facility Agreement has occurred
and is continuing, and shall in such capacity be permitted to (i) deliver a new Enforcement Notice to
the Security Agent and the other Secured Creditors and (ii) convene a new meeting of Secured Creditors
(which may at the earliest be held on the date after the day falling 3 months after an the Initial
Enforcement Notice has been delivered to the Security Agent) at which the Super Senior Agent acting
on behalf of the Super Senior Revolving Credit Facility Finance Parties shall form the Instructing Group
and thereby have the decisive vote at such meeting in case of conflicting votes.
The Intercreditor Agreement is governed by Danish law.
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BOND TERMS
A form of the Bond Terms is attached to this Prospectus as Appendix D – Form of Bond Terms. The
Issuer has below included a selected number of clauses from the form of Bond Terms (which is included
in full as Appendix D) in order to highlight certain key terms as required by applicable law. This section
should be read together with the full version of the Bond Terms in Appendix D to which the Issuer
refers.
"2

The Bonds

2.1

Amount, denomination and ISIN of the Bonds

(a)
The Issuer has resolved to issue a series of Bonds in the maximum amount of EUR 270,000,000
(the “Maximum Issue Amount”). The Bonds may be issued on different issue dates and the Initial Bond
Issue will be in the amount of EUR 135,000,000. The Issuer may, provided that the conditions set out
in Clause 6.3 (Tap Issues) are met, at one or more occasions issue Additional Bonds (each a “Tap
Issue”) until the Nominal Amount of all Additional Bonds equals in aggregate the Maximum Issue
Amount less the Initial Bond Issue. Each Tap Issue will be subject to identical terms as the Bonds issued
pursuant to the Initial Bond Issue in all respects as set out in these Bond Terms, except that Additional
Bonds may be issued at a different price than for the Initial Bond Issue and which may be below or
above the Nominal Amount. The Bond Trustee shall prepare an addendum to these Bond Terms
evidencing the terms of each Tap Issue (a “Tap Issue Addendum”).
(b)
The Bonds are denominated in euro (EUR), being the single currency of the participating
member states in accordance with the legislation of the European Community relating to Economic and
Monetary Union.
(c)
The Bonds shall be registered in the Securities Depository in multiples of EUR 0.01 (nominal
amount). All trades in Bonds as well as the initial subscription shall be in a minimum amount of EUR
100,000. A Bondholder who, as a result of trading such amounts, holds an amount which is less than
EUR 100,000 in its account with the relevant clearing system will not be able to sell the remainder of
such holding without first purchasing a principal amount of the Bonds at or in excess of EUR 100,000
such that its holding amounts to EUR 100,000 or above.
(d)
The ISIN of the Bonds is DK0030398979. All Bonds issued under the same ISIN will have
identical terms and conditions as set out in these Bond Terms.
2.2

Tenor of the Bonds

The tenor of the Bonds is from and including the Issue Date to but excluding the Maturity Date."

"2.4

Status of the Bonds

The Bonds will be senior secured obligations of the Issuer and will:
(a)
be secured by the Transaction Security but will receive proceeds from the enforcement thereof
in accordance with the order of priority set out in the Inter-creditor Agreement;
(b)
be pari passu in right of payment with all existing and future indebtedness of the Issuer that is
not subordinated in right of payment to the Bonds, including indebtedness incurred under the Super
Senior Credit Facility and the Hedging Agreements, provided, however, that any insolvency proceeds
will be applied in accordance with the order of priority set out in the Intercreditor Agreement;
(c)
be senior in right of payment to all existing and future indebtedness of the Issuer that is
subordinated in right of payment to the Bonds; and
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(d)
be subordinated to any existing and future indebtedness of the Issuer that is mandatorily
preferred by law."

"9

Interest

9.1

Calculation of interest

(a)
Each Outstanding Bond will accrue interest at the Interest Rate on the Nominal Amount for
each Interest Period, commencing on and including the first date of the Interest Period, and ending on
but excluding the last date of the Interest Period.
(b)
Interest will accrue on the Nominal Amount of any Additional Bond for each Interest Period
starting with the Interest Period commencing on the Interest Payment Date immediately prior to the
issuance of the Additional Bonds (or, if the date of the issuance is not an Interest Payment Date and
there is no Interest Payment Date prior to such date of issuance, starting with the Interest Period
commencing on the Issue Date).
(c)
Interest shall be calculated on the basis of the actual number of days in the Interest Period in
respect of which payment is being made divided by 360 (actual/360-days basis). The Interest Rate will
be reset at each Interest Quotation Day by the Bond Trustee, who will notify the Issuer and the Paying
Agent and, if the Bonds are listed, the Exchange, of the new Interest Rate and the actual number of
calendar days for the next Interest Period.
(d)
Any interpolation of the interest rate will be quoted with the number of decimals corresponding
to the quoted number of decimals of the Reference Rate.
9.2

Payment of Interest

Interest shall fall due on each Interest Payment Date for the corresponding preceding Interest Period
and, with respect to accrued interest on the principal amount then due and payable, on each Repayment
Date."

"10

Redemption and repurchase of the Bonds

10.1

Redemption of Bonds

The Outstanding Bonds will mature in full on the Maturity Date and shall be redeemed by the Issuer on
the Maturity Date at a price equal to 100 per cent. of the Nominal Amount.
10.2

Voluntary early redemption - Call Option

(a)
The Issuer may redeem all or part (however in a minimum amount equal to 10 per cent. of the
Outstanding Bonds if in part) of the Outstanding Bonds (the “Call Option”) on any Business Day from
and including:
(i)
the Issue Date to, but not including, the First Call Date at a price equal to the Make Whole
Amount;
(ii)
the First Call Date to, but not including, the Interest Payment Date falling 36 months after the
Issue Date at a price equal to 102.25 per cent. of the Nominal Amount redeemed;
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(iii)
the Interest Payment Date falling 36 months after the Issue Date to, but not including, the
Interest Payment Date falling 42 months after the Issue Date at a price equal to 101.125 per cent. of
the Nominal Amount for each redeemed Bond; and
(iv)
the Interest Payment Date falling 42 months after the Issue Date to the Maturity Date at a price
equal to 100 per cent. of the Nominal Amount re-deemed,
in each case plus accrued but unpaid interest, provided in the case of any redemption in part that Bonds
corresponding to at least 60 per cent. of the Initial Bond Issue remain outstanding after such
redemption.
(b)
Any redemption of Bonds pursuant to paragraph (a) above shall be determined based upon the
redemption prices applicable on the Call Option Repayment Date.
(c)
The Call Option may be exercised by the Issuer by written notice to the Bond Trustee and the
Bondholders at least ten, but not more than 20, Business Days prior to the proposed Call Option
Repayment Date. Such notice sent by the Issuer is irrevocable and shall specify the Call Option
Repayment Date. Unless the Make Whole Amount is set out in the written notice where the Issuer
exercises the Call Option, the Issuer shall publish the Make Whole Amount to the Bondholders as soon
as possible and at the latest within three Business Days from the date of the notice.
(d)
Any Call Option exercised in part will be used for pro rata payment to the Bond-holders in
accordance with the applicable regulations of the Securities Depository.
10.3

Equity claw back

The Issuer may at one occasion, in connection with an Equity Listing Event, repay up to 35 per cent. of
the Total Issue Amount (provided that Bonds corresponding to at least 60 per cent. of the Initial Bond
Issue remains outstanding after such repayment), in which case the relevant amount shall be repaid
pro rata as provided for below. The re-payment must occur on an Interest Payment Date within 180
calendar days after such Equity Listing Event and be made with funds in an aggregate amount not
exceeding the cash proceeds received by the Issuer as a result of such Equity Listing Event (net of fees,
charges and commissions actually incurred in connection with such offering and net of taxes paid or
payable as a result of such offering). The repayment per Bond shall be at a price equal to 102.25 per
cent. of the Nominal Amount together with accrued but unpaid interest. The Issuer may also choose to
exercise the Call Option in the event of an Equity Listing Event.
10.4

Mandatory repurchase due to a Put Option Event

(a)
Upon the occurrence of a Put Option Event, each Bondholder will have the right (the “Put
Option”) to require that the Issuer purchases all, but not only some, of the Bonds held by that
Bondholder at a price equal to 101 per cent. of the Nominal Amount.
(b)
The Put Option must be exercised within 60 calendar days after the Issuer has given notice to
the Bond Trustee and the Bondholders that a Put Option Event has occurred pursuant to Clause 13.1.3
(Put Option Event). Once notified, the Bond-holders’ right to exercise the Put Option will not fall away
due to subsequent events related to the Issuer.
(c)
Each Bondholder may exercise its Put Option by written notice to its account man-ager for the
Securities Depository, who will notify the Paying Agent of the exercise of the Put Option. The Put Option
Repayment Date will be the fifth Business Day after the end of the 60 calendar days exercise period
referred to in paragraph (b) above.
(d)
If Bonds representing more than 90 per cent of the Outstanding Bonds have been repurchased
pursuant to this Clause 10.4, the Issuer is entitled to repurchase all the remaining Outstanding Bonds
at the price stated in paragraph (a) above by notifying the remaining Bondholders of its intention to do
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so no later than 20 calendar days after the Put Option Repayment Date. Such prepayment may occur
at the earliest on the 15th calendar day following the date of such notice.
10.5

Early redemption option due to a tax event

If the Issuer is or will be required to gross up any withheld tax imposed by law from any payment in
respect of the Bonds under the Bond Finance Documents pursuant to Clause 8.4 (Taxation) as a result
of a change in applicable law implemented after the date of these Bond Terms, the Issuer will have the
right to redeem all, but not only some, of the Outstanding Bonds at a price equal to 100 per cent. of the
Nominal Amount. The Issuer shall give written notice of such redemption to the Bond Trustee and the
Bondholders at least 20 Business Days prior to the Tax Event Repayment Date, provided that no such
notice shall be given earlier than 60 days prior to the earliest date on which the Issuer would be obliged
to withhold such tax were a payment in respect of the Bonds then due.
10.6

Mandatory early redemption at the Longstop Date

In the event that the conditions precedent set out in Clause 6.1 (Conditions precedent for disbursement
to the Issuer) have not been fulfilled within the Longstop Date, the Is-suer shall immediately redeem
the Bonds at a price of 101 per cent. of the Nominal Amount plus accrued interest, by inter alia applying
the funds deposited on the Escrow Account for such redemption.
11

Purchase and transfer of the Bonds

11.1

Issuer's purchase of Bonds

The Issuer may purchase and hold Bonds and such Bonds may be retained, sold or can-celled in the
Issuer's sole discretion,(including with respect to Bonds purchased pursuant to Clause 10.4 (Mandatory
repurchase due to a Put Option Event).
11.2

Restrictions

(a)
Certain purchase or selling restrictions may apply to Bondholders under applicable local laws
and regulations from time to time. Neither the Issuer nor the Bond Trustee shall be responsible to ensure
compliance with such laws and regulations and each Bondholder is responsible for ensuring
compliance with the relevant laws and regulations at its own cost and expense.
(b)
A Bondholder who has purchased Bonds in breach of applicable restrictions may,
notwithstanding such breach, benefit from the rights attached to the Bonds pursuant to these Bond
Terms (including, but not limited to, voting rights), provided that the Issuer shall not incur any
additional liability by complying with its obligations to such Bondholder."

"21 Governing law and jurisdiction
These Bond Terms are governed by the laws of Denmark, without regard to its conflict of law
provisions."
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CLEARING AND SETTLEMENT
The Bonds are be issued in uncertificated book entry form cleared through VP SECURITIES A/S
(“VP”). The International Securities Identification Number (ISIN) for the Bonds is DK0030398979.
The address of VP is Weidekampsgade 14, DK-2300 Copenhagen S. Legal title to the Bonds are
exclusively be evidenced by book entries in the register of VP. The Bonds will not be exchangeable for
physical bonds. Registration and settlement of transactions in respect of the Bonds take place in
accordance with the rules and procedures for the time being of VP.
A bridge currently exists between each of VP, Clearstream Banking, société anonyme (“Clearstream”)
and Euroclear Bank, SA / NV (“Euroclear”, and together with Clearstream and VP and referred to as
the “Securities Depositaries” and each referred to as a “Securities Depositary”). Holders of accounts
with Clearstream and/or Euroclear are able to purchase Bonds without holding an account with VP.
Holders of accounts with any Securities Depositary are able to transfer Bonds to account holders with
any other Securities Depositary in accordance with the rules and procedures for the time being of the
relevant Securities Depositary.
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TAX CONSIDERATIONS
Potential investors are strongly recommended to contact their own tax adviser to clarify the individual
consequences of their investment, holding and disposal of the Bonds. The Issuer makes no
representations regarding the tax consequences of purchase, holding or disposal of the Bonds.
Denmark taxation
The following is a summary description of the taxation in Denmark of the Bonds according to the
Danish tax laws in force at the date of this Prospectus and is subject to any changes in law and the
interpretation and application thereof, which changes could be made with retroactive effect. The
following summary does not purport to be a comprehensive description of all the tax considerations that
may be relevant to a decision to acquire, hold or dispose of the Bonds, and does not purport to deal with
the tax consequences applicable to all categories of Bondholders, some of which may be subject to
special rules. Potential Bondholders are under all circumstances strongly recommended to contact their
own tax advisor to clarify the individual consequences of their investment in, holding of and disposal
of the Bonds. The Issuer makes no representations regarding the tax consequences of purchase, holding
or disposal of the Bonds.
Taxation at source
Under existing Danish tax law no withholding tax is levied on payments of interest or principal or other
amounts due on the Bonds to the owner of such payment, except if the owner is a corporate entity that
is “related to” the Issuer within the meaning of Section 3B of the Danish Tax Inspection Act
(consolidated act No. 1264 of 31 October 2013 as amended). If the owner is related to the Issuer, then
a withholding tax may in certain circumstances apply (22% withholding tax).
This will not have any impact on holders of Bonds who are not "related to” the Issuer.
Resident holders of bonds
Under existing Danish tax laws, private individuals and companies, funds and other entities that are
considered separate taxable entities for Danish tax purposes and who are domiciled in Denmark for tax
purposes, are (save for certain exceptions) liable to pay tax on capital gains and payments on interest
on the Bonds.
As a starting point, capital gains are for individuals taxed pursuant to a realisation-principle, while a
mark-to-market principle as a starting point applies for companies.
Non-resident holders of bonds
Under existing Danish tax laws, payments of interest or principal amounts to any non-resident holders
of Bonds are not subject to taxation in Denmark. No withholding tax will be payable with respect to
such payments and any capital gain realised upon the sale, exchange or retirement of a Bond will not
be subject to taxation in Denmark, except as set out in the Section entitled Taxation at source above.
This tax treatment applies solely to holders of Bonds who are not subject to full tax liability in Denmark
or included in a Danish joint taxation scheme and do not carry on business in Denmark through a
permanent establishment.
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CERTAIN INSOLVENCY CONSIDERATIONS AND LIMITATIONS ON THE VALIDITY
AND ENFORCEABILITY OF THE GUARANTEES AND THE SECURITY INTERESTS
Set forth below is a summary of certain limitations on the enforceability of the Guarantees and the
Security Interests in the jurisdictions in which Guarantees or Security Interests are being provided. It is
a summary only, and proceedings of bankruptcy, insolvency or a similar event could be initiated in any
of these jurisdictions and in the jurisdiction organisation of a future guarantor of the Bonds. The
application of these various laws in multiple jurisdictions could trigger disputes over which
jurisdiction’s law should apply and could adversely affect the ability to enforce rights and to collect
payment in full under the Bonds, the Guarantees and the Security Interests. Also set forth below is a
brief description of certain aspects of insolvency laws in Denmark, Poland and Ukraine.
Denmark
Insolvency Proceedings under Danish Law
The Issuer is organised under the laws of Denmark. Accordingly, any insolvency proceedings with
respect to the Issuer may proceed under, and be governed by, the insolvency laws of Denmark. These
laws may adversely affect the enforcement of the Bondholders’ rights under the Bonds and may not be
as favorable to their interests as a creditor as the laws of other jurisdictions.
In a Danish bankruptcy, the debtor’s assets are liquidated and the proceeds are distributed to the
creditors based on a priority of claims. Such liquidation may not yield the same value to the creditors
as a reorganisation and sale of a going concern.
As a general rule, the debtor or any creditor may present a petition for bankruptcy. A bankruptcy
requires the bankruptcy court to be satisfied that the debtor is insolvent based on a statement of the
debtor’s liquidity status and that the insolvency is not of a purely temporary nature. A bankruptcy
petition by a creditor is barred if the creditor is adequately protected in the event of the debtor’s
insolvency by means of good and valid security.
If bankruptcy proceedings are commenced, payments under the Bonds may be delayed and may not be
made in full. Provisions on avoidance and set off may adversely affect the enforcement of rights under
the Bonds. Enforcement of Security Interests is restricted under Danish bankruptcy laws although
enforcement of the Assignment Agreement in relation to assets located in Denmark may be enforced
after the bankruptcy trustee having been granted the opportunity to make a valuation of those assets.
Other assets may only be enforced by the bankruptcy trustee, however, mortgagees and execution
creditors may demand enforcement of such security interests six months after the declaration of
bankruptcy.
Danish insolvency law also includes a scheme for reconstruction of insolvent companies. In broad
terms, this scheme provides for reconstruction of an insolvent company by transfer of the business in
full or in part, by a compulsory composition/moratorium or by a combination of both. During the
reconstruction procedure, creditors are restricted in their ability to enforce their claims, but valid and
binding security may be enforced under certain conditions. If a restructuring procedure fails, bankruptcy
proceedings will be initiated automatically against the debtor.
The Danish bankruptcy scheme is based on the fundamental principle of pari passu satisfaction of the
debtor’s unsecured creditors. However, claims against the debtor are subject to priority ranking, giving
first priority to costs incurred during the bankruptcy proceedings, including the fee for the bankruptcy
trustee. Second rank is given to claims incurred during preceding restructuring proceedings and other
costs incurred with the approval of the reconstructor. Third rank, “privileged claims,” are mainly salary
claims, including salary income taxes (relating to salary claims being filed) but excluding salary claims
from the top management (in Danish: direktører), who are not salaried employees (in Danish:
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funktionærer). Fourth rank is given to suppliers to the debtor who have, within 12 months of the onset
of insolvency, delivered goods to the debtor with the applicable duties prepaid by the relevant supplier,
but only (i) as regards certain specifically listed duties, and (ii) to the extent of the supplier’s claim for
reimbursement of the duties prepaid.
After fulfillment, if any, of these priority ranking claims, in the above order, any excess proceeds will
be distributed among all ordinary, unsecured creditors. Interest accrued on ordinary, unsecured claims
will rank as ordinary claims up to the date of the bankruptcy order, after which date the accrued interest
will rank as a deferred claim. Deferred claims include, among others, subordinated loans and penalties.
In the event of bankruptcy, claims in foreign currencies will be converted into Danish kroner using the
relevant currency rate as of the date of the bankruptcy order.
The status of a claim is dependent upon express statutory authority (except for subordinated loans).
Voidable Transactions
Danish bankruptcy law contains several provisions enabling the bankruptcy trustee to initiate
proceedings to have certain transactions prior to the bankruptcy avoided. Some avoidance provisions
require the payment or security to be granted within three months before the date of the bankruptcy
petition being filed. In some cases, however, avoidance can be claimed for payments or security granted
within two years or more before the date of the bankruptcy petition being filed.
Under Danish bankruptcy law, payments made by a Danish group company could be void if, among
other things (i) payments are made before they are due or with an amount that has a distinctly impairing
effect on such Danish group company’s ability to pay its debts, provided the payment does not appear
to be ordinary; (ii) payments are made after the date when a petition for bankruptcy was filed, or (iii)
payments are made in an improper way that favors a creditor to the detriment of the other creditors,
provided that such Danish group company was or became insolvent by the payment and the beneficiary
knew or ought to have known about the insolvency and the circumstances that made the payment
improper.
Granting of security could be void under Danish bankruptcy law if, among other things (i) security for
the debts was not granted to the creditor before or at the time the debt was incurred or (ii) security was
not perfected no later than without undue delay after the time the debt was incurred. The timing
requirements in respect of granting of security and perfection are interpreted very strictly under Danish
law and should be considered carefully by the creditor.
Under Danish bankruptcy law the issuance of guarantees may be subject to avoidance if, among other
things (i) the issuance was made at a time when the issuer was insolvent, (ii) the issuance is without due
consideration and/or (iii) between closely related parties.
A claim for avoidance can be made against the main debtor or against the beneficiary. Any proceeds
relating to a voidable claim are considered an asset of the bankruptcy estate and are to be distributed to
the creditors in accordance with the rules governing priority of debts in bankruptcy.
Limitations on the Validity and Enforceability of the Guarantees and Security Interests
It is a requirement under Danish law that a guarantor or security provider obtains an adequate corporate
benefit from the issuance of a guarantee or granting of security. This is due to a requirement under
Danish law that the management of a company must always ensure a proper management of the
company’s assets.
Further, the management of the company is obliged to act in accordance with the company’s individual
interests, including consideration of the company’s financial position, the benefits the company will
obtain through and the risks related to the granting of security, assessment of the debtor, securing that
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the arrangement is on market terms, etc. If such benefit is not obtained, the directors of a Danish
guarantor or security provider may be subject to civil liability and/or the guarantee or security interest
may be null and void. It is not entirely clear under Danish case law to what extent such corporate benefit
is established when a subsidiary guarantees and secures debt of a direct or indirect parent company.
The Danish Companies Act furthermore contains restrictions on financial assistance by Danish limited
companies. Danish companies are generally prohibited from granting loans, guarantees or security in
connection with the financing or refinancing of the acquisition of, or subscription for, their own shares
or shares in their direct or indirect parent companies and any such loan, guarantee or security will be
invalid and unenforceable. To the extent that any such acquisition debt cannot be separated from other
debt, such other debt may be deemed acquisition debt and any loans, guarantees or security granted by
Danish companies for such other debt may then also be invalid or unenforceable. The prohibition on
financial assistance also extends to non-Danish Subsidiaries of Danish companies even if, under the
local financial assistance and other laws otherwise applicable to such non-Danish Subsidiaries, the
relevant guarantee or security could validly be granted.
If loans, guarantees or security are granted in violation of the prohibitions above, such loans, guarantees
or security will be invalid and unenforceable and must be repaid with interests. The directors may be
subject to liability for losses suffered in this regard.
Enforcement of Security Interests outside bankruptcy
The parties to a security agreement can include contractually agreed enforcement procedures and, if
there are no bankruptcy proceedings, the agreed procedures will be binding on the parties. However,
sales of assets may be voidable in a later bankruptcy proceeding if the assets were transferred below
market value.
The agreed enforcement procedures are not binding on third parties such as creditors that have registered
an attachment or valid security against the encumbered assets.
Such third party attachments and rights can only be cleared through a court administered public auction.
In the absence of specifically agreed enforcement procedures, Danish law requires conduct of a public
auction in accordance with the Danish Administration of Justice Act (in Danish: Retsplejeloven).
Pledges of shares and accounts as well as security assignments of receivables may be enforced without
an execution order. However, at least eight days prior notice requesting the debtor to pay the secured
debt must be given to the pledgor by registered mail unless a sale is necessary to avoid or reduce a loss.
Perfection of Security Interests
The collateral governed by Danish law will be granted and perfected, inter alia, in favor of the
Bondholders represented by the Security Agent. Rules have been enacted in the Danish Securities
Trading Act (in Danish: Værdipapirhandelsloven) allowing representatives to hold security on behalf
of bondholders and the Security Agent may be appointed as representative pursuant to the Danish
Securities Trading Act. There is not yet any case law relating to this legislation confirming the right of
the representative to enforce on behalf of the holders of the Bonds so there is a risk that enforcement
may be delayed.
The collateral governed by Danish law will be perfected by the Issuer in favor of the Security Agent
and some of the collateral may only be perfected after the occurrence of certain events having occurred.
Absent perfection, the holder of the security interest may not be able to enforce its rights in the collateral
against third parties, including a bankruptcy administrator and other creditors who claim a security
interest in the same collateral. Moreover, if perfection occurs only after the occurrence of certain events
of default it will entail a hardening period.
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Under Danish law, the ranking of security rights is determined by the date on which the relevant act of
perfection has been taken, and if a security interest created later in time over that same collateral, but in
respect of which the act of perfection is completed prior to perfection of the pre-existing security interest
then the security interest created later will have priority.
Ukraine
Insolvency proceedings under Ukrainian laws
Danosha is organised under the laws of Ukraine. Accordingly, any insolvency proceedings with respect
to the Issuer may proceed under, and be governed by, the insolvency laws of Ukraine. These laws may
adversely affect the enforcement of the Bondholders’ rights under the Bonds and may not be as
favorable to their interests as a creditor as the laws of other jurisdictions.
As a general rule, the debtor or any creditor may present a petition for bankruptcy.
A creditor will only be able to commence insolvency proceedings against a debtor if such creditor has
an eligible claim against the debtor which:
(a)

is a monetary claim;

(b)

is confirmed by a court judgment and a creditor initiates enforcement proceedings on the basis
of such judgment (i.e., indisputable claim);

(c)

is not a claim for payment of penalties and other financial sanctions (most likely, this will cover
a claim for default interest payment);

(d)

is not fully secured by a pledge and/or mortgage of the debtor’s assets;

(e)

remains unsatisfied for three months following its due date; and

(f)

value is greater than the equivalent of 300 minimum statutory monthly wages which as of the
date of this Memorandum is equal to UAH 960,000 (approximately USD 36,213).

Bankruptcy proceedings could be initiated upon application of a debtor, subject to decision of its
authorized corporate body.
Moreover, a debtor is required to file an application on initiation of bankruptcy proceedings if (i)
satisfaction of the claims of one or more creditors will make it impossible for such debtor to fully
discharge its financial obligations to other creditors; and/or (ii) in the course of liquidation of a debtor
it is established that it may not satisfy its creditors’ claims in full.
Following the filing of an insolvency petition by a creditor or the debtor and its acceptance by the
commercial court, the court considers an insolvency petition on its merits and decides whether to
proceed with the insolvency proceedings against the debtor. If the court decides to proceed with the
insolvency proceedings against the debtor, its ruling on commencement of the insolvency proceedings
should, among other things: (a) impose a moratorium on satisfaction of creditors’ claims; (b) introduce
a property administration proceedings and appoint a property manager.
The moratorium means that:
1.

The debtor will be prevented from satisfying claims and from entering into arrangements aimed at
securing the claims which have become due before the date of the initiation of insolvency
proceedings;

2.

Enforcement (including the judicial or out-of-court enforcement of security) against the debtor’s
assets will be suspended (save for the distribution of proceeds from enforcement of security or
proceeding with a sale of collateral following a public announcement on such sale).

Claims of the creditors in the bankruptcy liquidation proceedings shall be satisfied out of the value of
the debtor’s liquidation asset in the following ranks of priority:
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-

-

First – salaries and other social payments; payments to creditors under insurance agreements;
payments relating to the bankruptcy proceedings; arbitration manager’s fees; reimbursement of the
arbitration manager’s expenses relating to storage/custody of the bankrupt’s assets; recourse of
claims of the Guarantee Fund for grain storage;
Second – claims under obligations relating to health damage, including claims of social security
funds;
Third – tax and other mandatory state charges claims;
Forth – unsecured creditors’ claims;
Fifth – additional payments to employees relating to return of injections into charter capital, and
additional payments to the bankruptcy manager; and
Sixth – all other claims.

In order to participate in insolvency proceedings the creditor’s claim must be included into the register
of creditors’ claims:
-

competitive (unsecured) creditors (i.e., creditors whose claims have become due and payable
before the insolvency proceeding commencement date and which claims are unsecured) must
submit their claims to the court within 30 days of an official announcement of the commencement
of insolvency. A failure to submit a claim within the 30-day period will not result in the claim
being discharged, but its ranking will drop from the fourth rank (which is the rank applying to
unsecured creditors) to the sixth rank (alongside all other claims not assigned a higher rank); and

-

secured creditors (i.e., creditors whose claims are secured by pledge/mortgage by the assets of the
debtor (property surety), and which claims are satisfied out of the value of the collateral) must
submit claims within the above periods in relation to the unsecured portions of their claims or in
case of refusal of security.

The amount of a creditor’s claim shall be specified in UAH. If a creditor’s claim is denominated in a
foreign currency such claim shall be recalculated in UAH at the official exchange rate of the National
Bank of Ukraine as of the date when such claim is submitted to the court. The law is silent as to whether
the payment of such claim may be done in a foreign currency. This said, the creditor will bear the
currency exchange risk with respect to its claims denominated in foreign currency.
Claims for fines and other penalties cannot be demanded or satisfied during insolvency proceedings,
unless the insolvency proceedings were voluntarily commenced by the debtor. It is not entirely clear, if
the above rule would extent to cover default interest payments, however, there is a risk that a Ukrainian
court may take a view that claims for default interest cannot be satisfied during insolvency proceedings.
The registry of claims is to be approved by the court.
Voidable transactions
Under Ukrainian laws the following transactions entered into by a Ukrainian debtor after the
commencement of the insolvency proceedings or within one year prior to commencement of insolvency
proceedings can be challenged (invalidated) by court, based on an application from the insolvency
manager or a competitive creditor:
(a)

alienating assets, incurring liability or waiving proprietary claim(s) without consideration;

(b)

performing obligations before they became due;

(c)

assuming the obligations which resulted in insolvency of the debtor;

(d)

alienating or acquiring assets not on the market terms and as a result of which it became insolvent;

(e)

making any payments or receiving payments in kind when the amount of creditors’ claims
exceeds the value of the debtor’s assets (this would mean that repayments or payments under
loans and suretyships would potentially be challengeable if the value of the debtor’s assets is
lower than the aggregate amount of the creditor’s claims at the time the payment occurred); or
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(f)

granting security.

Such grounds for invalidation may also apply to the reservation of rights letters and other similar
confirmations provided by the debtor.
As a result of the invalidation of a transaction, a relevant creditor whose claims were invalidated must
return assets / funds received from the debtor in such transaction into the pool of liquidation assets. The
claims of any creditor whose transaction was invalidated on the grounds described above will rank pari
passu with the secured creditors irrespective of whether or not they had/have security and will be repaid
in priority to any other claims with the lower ranking.
Currency controls
Ukraine has strict currency control rules. All payments abroad from Ukraine are possible only in cases
provided by applicable laws of Ukraine and subject to submission by the Ukrainian payor to the
Ukrainian servicing bank of documents required under currency control regulations. Certain crossborder payments by Danosha under or in connection with the Transaction Security Documents may be
effectuated by Danosha only after receipt by Danosha and in accordance with the amounts, terms and
other conditions provided by an individual license of the National Bank of Ukraine (the “NBU”). There
is no guarantee that Danosha would in fact receive such license – in particular, due to ambiguity of
applicable regulations and absence of an exhaustive list of documents to be provided by an applicant
for a license to be issued, nor is there any guarantee that any such license would be issued for a sufficient
term or that it would not be subsequently removed by the NBU.
Moreover, as a result of the financial crisis in Ukraine, Ukrainian authorities continue adopting and/or
extending measures aimed at stabilizing the currency market, preventing devaluation of the Hryvnia
and capital flight from Ukraine. Such measures may have a retrospective effect and may affect
convertibility, transferability and payment obligations of a Ukrainian resident. In particular, the NBU
Resolution “On Regulating the Situation on Monetary and Currency Market of Ukraine” No. 410 dated
13 December 2016 established, amongst other things, that purchase and transfer of foreign currency
abroad under individual licenses of the NBU are prohibited but subject to certain exceptions (for
example, if the amount of monthly payments does not exceed USD 50,000).
A license or licenses from the NBU for transfer of foreign currency outside of Ukraine may be required
for repatriation of proceeds arising in the course of enforcement of the Security Documents against
Danosha. Under effective Resolution No.410, repatriation of any such proceeds abroad may require an
NBU individual license, and then (if such license has been obtained) only if the amount of monthly
payments does not exceed USD 50,000.
Assignment under any Proceeds Loans and/or Structural Intra-Group Loans in which Danosha is a
borrower needs registration with the NBU in order to be effective in favor of a non-Ukrainian assignee,
which registration may require cooperation from the borrower’s side including execution of a formal
amendment to the underlying loan agreement.
Registration of security over Ukrainian assets
The encumbrances over Ukrainian assets (e.g. under the Share Pledge Agreement over participation
interest in Danosha) must be registered with the State Registry of Encumbrances over Movable Property
in order to establish the firs ranking security.
The Guarantee issued by Danosha is not subject to any registration in Ukraine in order to be perfected.
Enforcement against Ukrainian persons outside bankruptcy proceedings
The enforcement of rights under the Share Pledge Agreement over participation interest in Danosha is
subject to various procedural rules, the issuance and registration of a default notice before any
enforcement, notification of other registered creditors and registration of the initiation of the out-of-
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court enforcement with the State Register of Encumbrances over Movable Property and/or State
Registry of Property Rights to Immovable Property. Under Ukrainian laws, only the registered
shareholder has the right to vote and to receive dividends. Enforcement of the Share Pledge
contemplates a re-registration of participation interest in Danosha with the State Registry of Legal
Entities, Private Entrepreneurs and Public Organisations. The enforcement of the Share Pledge
Agreement may require cooperation from the relevant pledgor (Axzon A/S) and Danosha in order to be
enforceable and may be unenforceable, as a matter of practice, in the absence of such cooperation.
A person foreclosing against Danosha would be required to submit an application to a Ukrainian court
for recognition and enforcement of any arbitration award or a foreign court’s decision (as the case may
be) in Ukraine.
Poland
Insolvency Proceedings under Polish Law
Certain Guarantors are incorporated in Poland (the “Polish Guarantor”) in the form of a limited
liability company (spółka z ograniczoną¸ odpowiedzialnością) and in the form of a joint – stock
company (spółka akcyjna). Consequently, their obligations under the Guarantee and the Security
Interest are subject to limitations resulting from the application of laws on bankruptcy and insolvency,
and the laws on restructuring proceedings, as set out in, respectively, the Polish Bankruptcy Law and
the Polish Restructuring Law.
If a Guarantor’s centre of main business activity is in Poland, then pursuant to the Polish Bankruptcy
Law and the Council Regulation (EC) No 1346/2000 on insolvency proceedings, bankruptcy
proceedings of the Guarantor should be conducted before a Polish court. Consequently, in the event of
the insolvency of such Guarantor, bankruptcy proceedings would be governed by Polish law. Similarly,
in the event of such Guarantor’s insolvency or its threat, restructuring proceedings would also be subject
to Polish law.
According to the Polish Bankruptcy Law, a Polish Guarantor as a debtor will be declared bankrupt if it
has become insolvent, namely: (i) if it has lost its ability to fulfill its due pecuniary liabilities when they
fall due (wymagalne zobowiązania pieniężne) (presumed to arise, if the delay in fulfilling pecuniary
obligations exceeds three months), or (ii) its pecuniary liabilities (except for future liabilities and those
to shareholders relating to loans and legal acts of similar effect, granted within five years before the
declaration of bankruptcy) exceed the total value of its assets (except for assets not constituting the
bankruptcy estate) and such situation persists for longer than 24 months.
According to the Polish Restructuring Law, a Polish Guarantor as debtor will be endangered by
insolvency, if its commercial position shows that it may become insolvent within a short period of time.
If a Polish Guarantor is insolvent or endangered by insolvency, it may file a restructuring motion. If a
motion for declaration of bankruptcy and motion for restructuring have both been filed, the court should
first decide on the restructuring motion and hold the proceedings on the motion for bankruptcy (unless
putting them on hold would be against the interests of all creditors). The debtor cannot be declared
bankrupt during restructuring proceedings.
Bankruptcy proceedings
The principal aim of bankruptcy proceedings is the satisfaction of the creditors from the proceeds
obtained after sale of the debtor’s assets (bankruptcy proceedings would result in dissolution of the
debtor’s company unless otherwise permitted by law). In the event of bankruptcy proceedings, the court
appoints a bankruptcy receiver (syndyk) who takes over the management of the bankrupt’s assets. From
this moment on, the management of a debtor–bankrupt entity is replaced by the receiver who
administers the bankrupt entity’s assets and represents the bankrupt entity. The bankrupt entity’s assets
become bankruptcy assets which will be liquidated to pay off creditors.
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Upon the bankruptcy declaration all of the debtor’s debts become due and payable and non-pecuniary
debts are converted to pecuniary. Interest may be paid from the bankruptcy estate only for the period
up to the date of the declaration of bankruptcy, unless they are secured by mortgages, pledges, registered
pledges, treasury pledges and/or maritime pledges, and satisfied from the security assets’ proceeds.
Once bankruptcy is declared, the bankrupt entity’s assets may not be subject of security, charged with
a pledge, registry pledge or treasury pledge, and no entries in land and mortgage register or other
registers may be made to establish any security interests, except for the entry of mortgage if the
application of such entry had been filed at least six months prior to filling the motion for bankruptcy.
Contractual provisions which explicitly stipulate the contract amendment or termination in case of
bankruptcy (or filling for it) by a contract party are invalid. Also, provisions of an agreement to which
the bankrupt company is a party that hinder or prevent the aims of the bankruptcy proceedings from
being achieved will be deemed ineffective in relation to the bankruptcy estate. These specific provisions
of Polish law are deemed to be forcing their jurisdiction with respect to provisions of the kind as referred
to above also over contracts that are subject to laws other than the laws of Poland, as long as said
provisions of such contract would apply to an entity that is subject to bankruptcy proceedings under
Polish Bankruptcy Law.
The Polish law does not require a court receiver (syndyk) to give effect to intercreditor arrangements
such as subordination agreements. Although the law does not preclude creditors from attempting to
enforce such rights in separate proceedings based on their entitlements arising from respective contracts,
such proceedings are conducted outside of and following bankruptcy proceedings. Therefore, the claims
of all unsecured creditors may be paid on a pari passu basis in a bankruptcy proceeding.
Debts are divided into four categories and creditors whose receivables are ranked in a lower category
cannot be satisfied before all the debts in the higher category have been fully satisfied. The first category
principally includes payments to the state or employees (remuneration, health benefit payments and
social security obligations, etc.) or related to the restructuring proceedings (including arising under a
credit facility, loan, bonds, guarantees or letters of credit, or other form of financing envisaged in the
arrangement concluded in the restructuring proceedings and provided in connection with the
arrangement’s performance). Most unsecured commercial debts, tax and other public dues are listed in
the second category. The third category encompasses interest on debts in the first and second categories
(in the order in which the principal is satisfied), court or administrative penalties, donations etc. The
fourth category concerns debts to direct and certain indirect shareholders relating to loans and legal acts
of similar effect that were granted within five years prior to the declaration of bankruptcy. Within a
category, each creditor’s receivable is satisfied pro rata to the total value of receivables listed in that
category. Before satisfying any claims, the official receiver covers the costs of bankruptcy proceedings
and the liabilities of the bankruptcy estate.
If an asset owned by the bankrupt entity is secured with a mortgage, pledge, registry pledge, treasury
pledge or a maritime pledge, then a creditor has a right to receive proceeds from that asset before other
creditors (with few exceptions such as, for instance, a certain portion of employee salaries). Where a
number of mortgages or pledges have been established on a real estate or the object of the pledge which
considerably exceed its value, creditors are repaid from according to their priority. The foreclosure of
the object of encumbered with registered pledge or financial pledge is generally permitted if the relevant
agreement provides for such method of satisfaction of creditor’s claim. However, the foreclosure is not
allowed if such object is part of the bankrupt enterprise and the sale of such object with the rest of the
enterprise is more beneficial than its separate sale.
In the course of the bankruptcy proceedings, an arrangement between the debtor and creditors can be
voted on and approved by the creditors. In such case after the approval by the court, the provisions of
the arrangement determine the manner of satisfaction of creditors’ receivables. If the repayment of
receivables arising under the Guarantee are covered by the arrangement, there is a possibility that such
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receivables may be decreased on the basis of a decision of the creditors (such decisions would be subject
to certain mandatory rules of the Polish Bankruptcy Law).
Under Polish Bankruptcy Law, any debt payable in a currency other than Polish złoty (such as euro), if
being put on the list of claims, must be converted into Polish zloty according to the National Bank of
Poland’s average exchange rate prevailing on the date the bankruptcy court issues a decision on the
debtor’s bankruptcy (and regardless of whether the debt has fallen due or not). Accordingly, in the event
of a bankruptcy of the company, the Bondholders may be subject to exchange rate risk between the date
of bankruptcy and the date of receipt of any amounts following a bankruptcy proceeding.
Restructuring proceedings
Furthermore, the Polish Guarantor may become subject to restructuring proceedings under Polish law.
Restructuring proceedings essentially aim to avoid the debtor’s bankruptcy through restructuring by
arrangement with creditors and, in the event of remedial proceedings (postępowanie sanacyjne), also
through remedial steps, while securing the justified rights of creditors.
The debtor may request the commencement of one of the following restructuring proceedings: (i)
approval arrangement proceedings, (ii) accelerated arrangement proceedings; (iii) arrangement
proceedings and (iv) remedial proceedings (postępowanie sanacyjne). A creditor may require remedial
proceedings, which allow a debtor to conclude an arrangement with creditors and undertake various
remedial actions which aim to improve the economic situation of the debtor and restore the debtor’s
capacity to perform his obligations.
From the opening of accelerated arrangement proceedings, arrangement proceedings or remedial
proceedings the debtor or administrator (as applicable) cannot satisfy any creditors’ receivable which
is covered by the arrangement, by operation of law. The enforcement proceedings concerning the claims
to be covered by the arrangement are stayed by the operation of law. The creditor secured with a
mortgage, pledge, registered pledge, treasury pledge and/or maritime pledge can conduct the
enforcement only with respect to the object of such in rem right. The court may also stay enforcement
of the claim which is not subject to the arrangement for the period of up to three months if such
enforcement concerns the object which is necessary to run Polish Guarantor’s enterprise. No court
enforcement of in rem security is allowed in remedial proceedings.
If creditors vote in favor of an arrangement, the arrangement is accepted and then approved by the court.
The court’s decision approving the arrangement may be appealed against. An approved arrangement is
binding on (affects) all creditors, whose receivables are covered by the arrangement. If the repayment
of receivables arising under the Guarantee are covered by the arrangement, there is a possibility that
such receivables may be decreased on the basis of a decision of the creditors (such decisions would be
subject to certain mandatory rules of the Polish Restructuring Law).
Once the accelerated arrangement proceedings, arrangement proceedings or remedial proceedings are
opened, the entity’s assets may not be subject of security, charged with a pledge, registry pledge or
treasury pledge, and no entries in land and mortgage register or other registers may be made to establish
any security interests, except for the entry of mortgage if the application of such entry had been filed at
least six months prior to filling the motion for opening of the proceedings.
Additionally, contractual provisions which explicitly stipulate the contract amendment or termination
in case of opening restructuring proceedings (or filling for it) (except for approval arrangement
proceedings) by a contract party are invalid. Also, provisions of an agreement to which the debtor is a
party that hinder or prevent the aims of the restructuring proceedings from being achieved will be
deemed ineffective in relation to the arrangement or remedial estate (as applicable).
Limitations and effectiveness of the Guarantee and Security Interest in bankruptcy or restructuring
proceedings

124

Pursuant to the Polish Bankruptcy Law, a corporate entity is deemed to be insolvent if its liabilities
(zobowiązania) (excluding future liabilities, in particular the liabilities under condition precedent, and
liabilities toward the shareholders under loan or legal acts of similar effect, granted within five years
before the declaration of bankruptcy) exceed the value of its assets (property) (majątek) (except for
assets which do not form part of the estate subject to bankruptcy) and such circumstance lasts for the
period exceeding 24 months. Given certain legal controversies regarding the application of this rule,
and in order to mitigate the possibility that the Polish Guarantor could be declared bankrupt under this
rule, the liability of any Polish Guarantor on account of payments under the Guarantee has been limited
to the amount equivalent to the Polish Guarantor’s assets (except for assets which do not form part of
the estate subject to bankruptcy), to the extent the obligations and liabilities of the Polish Guarantor
under the Guarantee are not deemed to be future or conditional in the meaning of Article 11 sec. 2 and
4 of the Polish Bankruptcy Law. This limitation of liability will no longer apply when the Polish
Guarantor becomes insolvent in the meaning of Article 11 of the Polish Bankruptcy Law or upon
acceleration of the Bonds or Super Senior Revolving Credit Facility (in spite of the previous application
of that limitation of liability).
Under Polish Bankruptcy Law, the Guarantee and the Security Interest may be declared ineffective or
deemed to be ineffective in certain situations. In particular, the enforceability of the receivables arising
under the Guarantee and the enforceability of the Security Interest in the insolvency proceedings
depends on whether they were granted at least six months before the filing of the motion for bankruptcy
of the Polish Guarantor and, furthermore, whether the secured receivables are due and payable. Pursuant
to Polish Bankruptcy Law, if: (i) the debt secured by the Guarantee or the Security Interest is not due
(dług niewymagalny); and (ii) the Guarantee or the Security Interest was granted within six months
before the filing of the motion for bankruptcy, then they will be deemed ineffective. However, in such
case, the creditor may bring an action or charge in order to seek the recognition of the Guarantee or
Security Interest as effective if at the time when the same were granted the creditor was unaware of the
existence of grounds for declaration of bankruptcy of the grantor.
Furthermore, if the Guarantee or the Security Interest is granted within six months preceding the date
of the filing of the motion for bankruptcy, it will be assessed whether the Guarantee or the Security
Interest in this state of facts was granted by the bankrupt entity to its partners or shareholders, their
representatives or spouses of the same, or affiliates, their partners or shareholders, representatives, or
spouses of the same as well as with another company, in the event of either being the controlling
company. If so, the Guarantee or the Security Interest will be declared ineffective towards the
bankruptcy estate, unless the other party is able to prove that they are not detrimental to other creditors.
The disposals made by the bankrupt in respect of its estate (czynności prawne, którymi upadły
rozporządził swoim majątkiem) within one year before the filing of the motion for bankruptcy will be
deemed ineffective towards the bankruptcy estate if the value of the disposal significantly (rażąco)
exceeded consideration for the bankrupt, or there was no consideration for the bankrupt. It is not entirely
clear under the Polish Bankruptcy Law whether the guarantees are subject to such claw back provisions
since it is debatable whether they can be qualified as disposals. In addition, mortgages or pledges
established in the year preceding the filing of the motion to declare bankruptcy may be challenged if
the bankrupt entity was not a personal debtor of the creditor (such as a guarantor) and did not obtain
any benefit in connection with such security interest. This rule shall apply respectively in situations
where an encumbrance was established in exchange for a manifestly low (niewspółmiernie niskie)
consideration. In addition, any assignment of the future claims is effective in bankruptcy proceedings
if the assignment agreement was entered into at least six months prior to submission of the motion for
declaration of bankruptcy in the form with signatures certified by the notary public.
Under the Polish Restructuring Law, the Guarantee or the Security Interest may also be declared
ineffective or deemed ineffective in certain situations.
The disposals made by the debtor in respect of its estate (czynności prawne, którymi dłużnik
rozporządził swoim majątkiem) within one year before the filing of the motion for remedial proceedings
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will be deemed ineffective towards the remedial estate if the value of the disposal materially (istotnie)
exceeded consideration for the debtor or third party, or there was no consideration for the debtor. It is
not entirely clear under the Polish Restructuring Law whether the guarantees are subject to such claw
back provisions since it is debatable whether they can be qualified as disposals.
Additionally, pursuant to the Polish Restructuring Law, if: (i) the Guarantee or Security Interest was
granted within one year before the filing of the motion for opening restructuring proceedings; and (ii)
the Guarantee or the Security Interest was not granted directly in connection with consideration received
by the Guarantor or security provider, then the Guarantee or Security Interest will be ineffective towards
the remedial estate.
The Guarantee and the Security Interest will be ineffective towards the remedial estate in the part in
which it exceeds (as at the date of granting the Guarantee or establishment of the Security Interest) the
value of the secured claim together with ancillary claims specified in the document establishing the
Guarantee or the Security Interest by more than a half, and provided that the Guarantee or the Security
Interest was granted within a year before the filing of the motion for opening restructuring proceedings.
Voidable Transactions
Under the Polish Civil Law Code, granting a guarantee or establishment of security interest may be
declared ineffective if it constituted a transaction effected by a debtor to the detriment of its creditors
(i.e., where the debtor became insolvent or became insolvent to a greater extent as a result of the
transaction) while a third party has gained a benefit, and provided that (i) the debtor consciously acted
to the creditors’ detriment and (ii) the third party knew or, had it acted with due diligence, could have
known that the debtor was acting to the detriment of its other creditors or gave no consideration for the
benefit obtained in such transaction.
In addition, if a Polish Guarantor’s entering into a given agreement made it wholly or partially
impossible to satisfy a third party’s claim, such third party may request that the court declare such an
agreement ineffective towards that party, provided the Polish Guarantor and the other party to the
agreement knew of the third party’s claim or if the agreement was for no consideration.
The creditor with respect to whom the company’s legal transaction was declared ineffective may, with
priority over the creditors of the third party, enforce the rights over assets which as a result of such legal
transaction, were removed from the company’s estate or did not become a part of the estate.
The measure of insolvency for purposes of fraudulent conveyance laws varies depending on the law
applied. Generally, however, a Polish Guarantor would be considered insolvent if it could not pay its
debts as they became due. If a court decided that the Guarantee or the Security Interest provided by a
Polish Guarantor was a fraudulent conveyance and voided such Guarantee or Security Interest or held
it unenforceable for any other reason, a holder of the Bonds would cease to have any claim in respect
of the Polish Guarantor and would be a creditor solely of the Issuer and remaining Guarantors.
Application of Foreign Law
If any obligation is to be performed in a jurisdiction outside the Republic of Poland, it might not be
enforceable in the Republic of Poland, inter alia, to the extent that such performance would be illegal
or contrary to public policy under the laws of the other jurisdiction and a Polish court may take into
account the law of the place of performance when evaluating the manner of performance and the steps
to be taken in the event of defective performance.
Other issues concerning the limitations and effectiveness of the Guarantee and the Security Interest
The Guarantee by any Guarantor incorporated under Polish law is subject to certain provisions of the
Polish Commercial Companies Code.
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In accordance with Article 189 par. 2 of the Polish Commercial Companies Code, shareholders of a
limited liability company (spółka z ograniczona¸ odpowiedzialnościa) may not receive, on whatever
account, payments out of a company’s assets which are necessary for the share capital to be fully paid
up. A more general Art. 189 par. 1 prohibits the return of contributions to share capital to such
shareholders. In relation to a Polish joint-stock company (spółka akcyjna) Art. 344 par. 1 of the Polish
Commercial Companies Code stipulates that no payments for shares may be reimbursed to a
shareholder, either fully or partially, except as allowed by the law for the duration of the company’s
existence. In the Polish legal doctrine opinions are expressed that in certain situations, for example
when the financial standing of a company entering into a transaction is poor and the shareholder of such
a company benefits from a transaction, it may constitute in fact the return of share capital contribution
to the shareholder. A breach of these rules results in the shareholders’ obligation to return the payments
up to the amount of the share capital. Therefore, there is a risk that the Guarantee of any Guarantor
incorporated under Polish law in such form will be affected, or could be set aside, to the extent it would
result in a reduction of its assets necessary to cover in full its share capital in breach of Article 189 par.
2 of the Polish Commercial Companies Code, a return of contribution to share capital prohibited by Art.
189 par. 1 of the Polish Commercial Companies Code, or a payment prohibited by Art. 344 par. 1 of
the Polish Commercial Companies Code.
Additionally, in respect of the joint stock companies, Article 345 of the Polish Commercial Companies
Code stipulates certain conditions for granting financial assistance by a joint stock company for the
acquisition of its shares. If these strict conditions are not met, then the financial assistance is unlawful
and all the payments are invalid. Moreover, financial assistance is understood broadly as providing by
a company, directly or indirectly, any financing for the purposes of the acquisition of shares issued by
that company, inter alia by granting of credit, loan, guarantee or security. Therefore, the Guarantee will
state that it does not apply to any liability of any Guarantor incorporated under Polish law in the form
of a joint stock company (spółka akcyjna) to the extent that it would result in the Guarantee constituting
unlawful financial assistance within the meaning of Article 345 of the Polish Commercial Companies
Code.
Under Polish law, the pledge and the mortgage, being the security in rem, are strictly associated with
the debt or claim they secure and may not be transferred without it. In case of any transfer of the debt
or claim without the pledge, the latter will expire. In case of claim secured with the mortgage, any
transfer of such claim requires entry in the land and mortgage register. To transfer the claim without the
mortgage, the mortgage needs to be released and deleted from the land and mortgage register. The
Polish law security agent structure as envisaged by the Bonds documents allows however make any
changes among the Bondholders as long the Security Agent remains unchanged.
Generally, the creditors secured by registered pledges are satisfied during the court enforcement or out
of court enforcement (i.e. by way of foreclosure or a public tender).
Registered pledges may envisage foreclosure right as a way of enforcement of this security. As a result
of some of the judgements of the Polish Supreme Court concerning the unclear requirement of
foreclosure of shares only for the market value the effectiveness of executing of such foreclosure right
may be challenged. Additionally, the foreclosure of the object of the registered pledge is not allowed if
the object was seized by another creditor in the enforcement proceedings.
The enforcement of a registered pledge through the foreclosure of the shares by the Security Agent may
be recognized as a notifiable merger under the Act on Protection of Competition and Consumers.
Therefore, the pledgee under the registered and financial pledge over the shares in the Polish Guarantor
may be required to notify the Polish Office for Protection of Competition and Consumers about its
intention to take over the shares. Further, it may be required to obtain an antimonopoly clearance to
take over the shares. The same applies to exercising of voting rights in the Polish Guarantor by the
pledgee under the registered pledge over the shares or under the power of attorney related to such
security interest.
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In case multiple pledges were established over the same object, the priority of pledges will be relevant
to for setting the priority of distribution of the proceeds of enforcement to the secured creditors.
Generally, in case of the registered pledges, the pledge enjoys higher priority than other pledges if the
motion for its registration was submitted earlier.
Additionally, as a general rule a registered pledge expires after 20 years after its registration, unless the
parties agree to prolong its existence for next 10 years and such agreement is registered in the pledge
register.
In case the Polish Guarantor holds any real estate in Poland, enforcement of the registered pledges over
the shares in the Polish Guarantor may also require consent of Ministry of Internal Affairs.
Due to recent changes in regulations regarding sale of rural (agricultural) lands and unclear provisions
of law included therein, the enforcement of the mortgage over the rural real properties may be restricted
and there may be some uncertainty with respect to enforcement of such mortgage. In particular, rural
real properties may be purchased (i) by individual farmers or a few other entities identified in the
Agricultural Land Act and (ii) provided that the National Agricultural Agency does not exercise its right
of pre-emption. Furthermore, if the National Agricultural Agency considers the price of the rural real
property as significantly different (rażąco odbiegająca) from the market value of such rural real
property it may apply to the court for determination of the value of such property and exercise its preemption right for such value. Only in exceptional cases may farmland be purchased by other entities,
and that only subject to the consent of the National Agricultural Agency (expressed in the form of
administrative decision).
The mortgage is generally enforced by way of public auction which is carried out by court bailiff at the
request of the enforcing creditor who has enforcement title against the debtor. The foreclosure of the
real property which is subject to mortgage is only allowed in certain situations, including if no one
participated in the second auction (in such case the enforcing creditor and the creditor secured with the
mortgage may take over the real property for a price which is not lower than two thirds of the value of
the real property).
Additionally, if the mortgage was established over the right of perpetual usufruct of the real property
(rather than over the right of ownership of the real property) the expiry of right of perpetual usufruct
will result in expiry of the mortgage established thereon and the secured creditor will instead enjoy the
pledge over the claims of the holder of perpetual usufruct right for remuneration of the buildings
constructed on the real property or acquired with the right of perpetual usufruct.
Perfection
The registered pledges over the shares in any Polish Guarantor being a limited liability company require
following perfection requirements in order to be fully established therefore effective: (i) the registered
pledge must be registered in the register of pledges (rejestr zastawów) maintained by the pertinent court
and will become effective vis-`a-vis the Polish Guarantor once it is notified of the establishment of such
pledge and (ii) the registered pledge should be disclosed in the book of shares (księga udziałów) and
shareholder’s list of the Polish Guarantor.
The registered pledges over the registered shares in any Polish Guarantor being a joint stock company
require following perfection requirements in order to be fully established therefore effective: (i) the
registered pledge must be registered in the register of pledges (rejestr zastawów) maintained by the
pertinent court and will become effective vis-`a-vis the Polish Guarantor once it is notified of the
establishment of such pledge and (ii) the registered pledge are disclosed in the book of shares (księga
akcyjna). In case of the registered pledges over bearer shares in the Polish Guarantor being a joint stock
company, the entry in the book of shares is not required, but the share certificates need to be released
to the pledgee.
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The mortgages over the Polish Guarantor’s real estate must be registered in the land and mortgage
register (księgi wieczyste i hipoteka) maintained by the pertinent court in order to be fully established
therefore effective.
In respect of the promissory notes, the nature of an obligation under a blank promissory note seems to
be conditional until the moment when it has been filled in by its holder accordingly to the
accompanying agreement. It means that the obligation arises when the issuer hands over the blank
promissory note with its signature to the creditor, but that the obligation is not fully formed at that
time. Full and complete obligation materializes when the blank promissory note is filled in with all
required information, e.g. the claimed amount There are, however, different theories in Polish law
regarding the moment when the obligation under a blank promissory note arises (some of them
indicate that it only arises after the promissory note has been correctly filled in).
In case of blank promissory note, the Security Agent will be entitled to fill it in upon the occurrence of
an enforcement trigger indicated in the Bond documents. In order to enforce such promissory note the
Security Agent will have to initiate simplified court proceedings applicable to promissory notes and
obtain a final judgement.
Security Agent structure (Polish law security agent (administrator))
Under Polish law there is no concept of a parallel debt or similar structures which – in some foreign
systems of law – allow to create a single claim comprising all and any of claims arising under all and
any Bonds’ documents and, consequently, allow to establish a security package for the benefit of a
single creditor, i.e. the Security Agent.
Although there is a concept of a security agent (administrator) introduced in the Polish system of law,
it may be appointed only in respect of particular security interests (namely, a registered pledge and a
mortgage. It is not possible to appoint a security agent under Polish law that would act as a security
agent in respect of all available Polish security interests.
Further, although there are specific regulations regarding a security agent that would hold a registered
pledge and a mortgage for the benefit of all existing and future Bondholders, there are certain
restrictions resulting from the Polish law.
In respect of a registered pledge, the concept of a security agent may be used to secure the Bonds as
long as the Bonds qualify as debt securities issued in series (papiery dlużne emitowane w serii). To
qualify as such the Bonds need to represent economic rights (e.g. pecuniary claims) divided into certain
number of units and each unit have to give identical rights.
Also, in case of a mortgage security agent (administrator hipoteki) a security agent concept is not so
flexible as the concept of a security agent in case of a parallel debt mechanism. One of the most
significant limitations results from the requirement that a mortgage security agent may only be
appointed for the purposes of securing claims related to the financing of the same project. We will try
to address this issue in the underlying Mortgage Deeds by indication that the “same project” means
securing necessary funds (working capital) to the Group, including the Polish Guarantors, by way of
issue of the Bonds. There is however no certainty whether it will meet these statutory criteria. Also, the
Mortgage Deeds have to identify scope in which each Bondholder’s claim has been secured. We will
try to address this issue in the underlying Mortgage Deeds by indication that each Bondholder has been
secured pro rata to its claim, but it may happen that such general reference, without indication of a
precise commitment of each Bondholder, will not be deemed satisfactory.
In order to appoint the Security Agent to act as a security agent under Polish law, an additional Polish
law governed agreement will have to be entered into between the Issuer, the Security Agent acting as a
security agent (administrator) and all the creditors under the Bonds documents (represented by the
Security Agent). Each Bondholder shall be identified in the agreement. It is however unclear whether
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identification of the Bondholders by a general reference to the Danish public record will be satisfactory
for the purposes of establishment of the mortgages. Appointment of the Security Agent to act as Polish
law governed security agent will allow each of the Polish Guarantors to provide the Polish Security
Interests for the benefit of the Security Agent. The Security Agent will hold the Polish Security Interests
in its own name, but for the benefit of the Bondholders.
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INDEPENDENT AUDITORS
The auditor of the Issuer is Deloitte Statsautoriseret Revisionspartnerselskab, Værkmestergade 2, 18,
DK-8000 Aarhus C, authorized by the Danish Business Authority and regulated by the Danish Act on
State Authorized Public Accountants and otherwise by the law of Denmark, who conducts audits in
accordance with accounting standards, as defined in the Bond Terms, and who has audited the Issuer’s
consolidated financial statements in accordance with such statements for the financial year ended 31
December 2016 and issued an auditor’s report on such consolidated financial reports without any
qualifications.
PricewaterhouseCoopers Statsautoriseret Revisionspartnerselskab, Platanvej 4, DK-7400 Herning,
authorized by the Danish Business Authority and regulated by the Danish Act on State Authorized
Public Accountants and otherwise by the law of Denmark, who conducts audits in accordance with
accounting standards, as defined in the Bond Terms, audited the Issuer’s consolidated financial
statements in accordance with such statements for the financial year ended 31 December 2015 and
issued an auditor’s report on such consolidated financial reports without any qualifications.
The Issuer’s consolidated financial statements and the Issuer’s unconsolidated financial statements for
the financial year ended 31 December 2016 have been audited by Deloitte Statsautoriseret
Revisionspartnerselskab, represented by State Authorized Public Accountants Kim Takata Mücke and
Rasmus Brodd Johnsen, who are members of FSR Danish Auditors (The Institute of State Authorised
Public Accountants in Denmark). The Issuer’s consolidated financial statements and the Issuer’s
unconsolidated financial statements for the financial year ended 31 December 2015 have been audited
by PricewaterhouseCoopers Statsautoriseret Revisionspartnerselskab, represented by State Authorized
Public Accountants H. C. Krogh and Henrik Skjøtt Sørensen, who are members of FSR Danish Auditors
(The Institute of State Authorised Public Accountants in Denmark).
The consolidated income statements, consolidated balance sheets and consolidated cash flow statements
in “Summary Historical Consolidated Financial and Other Data” have been audited. Except as stated
in this paragraph, no other information in this Prospectus has been audited.
Deloitte Poland Al. Jana Pawła II 22, 00-133 Warszawa, Poland
Deloitte Ukraine Zhylianska Street 48, 50A, 01033 Kiev, Ukraine
The change of auditors from PwC to Deloitte in 2015 was due to a suffering relationship which
originally stemmed from disagreement over the interpretation and accounting treatment of certain
changes in the VAT regime in Ukraine. Although PwC’s interpretation of the VAT rules prevailed and
is used by Axzon and supported by its current auditor Deloitte, it was the opinion of the Board of
Directors of Axzon that it was necessary to change to another audit company.
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AVAILABLE INFORMATION
In addition to the financial statements referred to in the above section “Independent Auditors”, the latest
version of the Bond Terms and the Articles of Association of the Issuer and the Original Guarantors
will be available in electronic form on the Issuer’s website (www.axzon.eu) throughout the period when
the Bonds are outstanding. Moreover, the financial statements and the memorandum and articles of
association of the Issuer and of each Group Company will be available for physical inspections at the
Issuer´s office. Finally, the most recent version of the Bond Terms, the Transaction Security Documents
and the Intercreditor Agreement will be available for inspection at the office of the Bond Trustee at
Bredgade 30, 1260 Copenhagen K, Denmark, on weekdays during normal office hours throughout the
period when the Bonds are outstanding.
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LISTING AND GENERAL INFORMATION
Listing Information
Application has been made to Nasdaq Copenhagen A/S for official listing of the Bonds and admittance
to trading on Nasdaq Copenhagen A/S' regulated market.
Clearing Information

ISIN

DK0030398979

Issuer and Guarantor Information
The Issuer
Axzon A/S, a public limited liability company organised under the laws of Denmark under CVR-No.
26 43 86 24, incorporated on 29 January 2002, having its registered office at Vesterbrogade 4 A, 5th
floor, 1620 Copenhagen V, Copenhagen Municipality, Denmark. The purpose of the Issuer is to own
shares in public and private limited companies which operate and develop pig farms abroad and related
production. The Issuer has a nominal share capital of DKK 531,118,480 which is fully paid. Poldanor
SA had a nominal share capital of 11,600,904 PLN which is fully paid. Prime Food Sp.zoo has a
nominal share capital of 20,852,723.06 PLN which is fully paid. Danosha Tov has a nominal share
capital of 232,532,129.15 UAH which is fully paid.
The Issuer accepts responsibility for the information contained in this Prospectus.
The Guarantors
Danosha Ltd., a limited liability company organised and existing under the laws of Ukraine under
EDRPOU Code 32464900, incorporated on 30 April 2003 and with its registered office at 77330,
Ukraine, Ivano-Frankivska oblast, Kaluskyi raion, Kopanky village, 1 Lisova street. The purpose of the
company Growing of cereals (except rice), legumes and seeds of oilseeds, growing of other annual and
biennial crops, breeding of cattle of dairy breeds, breeding of other bovine animals and buffaloes,
breeding pigs (main type), subsidiary activities in crop production, wholesale of grain, raw tobacco,
seeds and animal feed, wholesale of live animals, freight transport by road, activities in the field of
engineering, geology and geodesy, provision of technical consulting services in these areas, electricity
production, transmission of electricity, distribution of electricity, electricity trading, collection of safe
waste, treatment and disposal of safe waste, construction of residential and non-residential buildings.
Poldanor S.A., a joint stock company organised and existing under the laws of Poland under number
KRS 0000103018, incorporated on 27 March 2002 with its registered seat in Przechlewo, at
ul. Dworcowa 25, 77-320 Przechlewo, Poland. The purpose of the company is pig production, arable
production, support activities for animal production, feed production, wholesale of live animals,
wholesale of grain, unmanufactured tobacco, seeds, animal feeds, rental or leasing of agricultural
machinery and equipment, production and transmission of electricity.
Prime Food sp. z o.o., a limited liability company organised and existing under the laws of Poland
under number KRS 91298, incorporated on 14 February 2002 with its registered seat in Przechlewo, at
ul. Młyńska 43B, 77-320 Przechlewo, Poland. The purpose of the company is production of meat and
poultry, meat processing, manufacture of prepared meals and dishes, manufacture of other food
products, water collection, treatment and supply, construction works, wholesale of food, beverages and
tobacco, retail sale of food, beverages and tobacco in specialized stores, warehousing and storage of
other goods, renting and operating of own or leased real estate.
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Finansax ApS, a newly established limited liability company wholly owned by the Issuer and organized
under the laws of Denmark under CVR-No. 38 64 19 21, incorporated on 25 May 2017 having its
registered office at Vesterbrogade 4 A, 5th floor, 1620 Copenhagen V, Copenhagen Municipality,
Denmark. The purpose of Finansax ApS is to own shares and make other investments related to pig
production and related business.
Material Adverse Change in the Issuer’s Financial Position
There has been no material adverse change in the Issuer's consolidated financial position since the date
of our last published audited financial statements.
Information from third parties
Where information in this Prospectus has been sourced from third parties this information has been
accurately reproduced and, as far as the Issuer is aware and is able to ascertain from the information
published by such third parties, no facts have been omitted which would render the reproduced
information inaccurate or misleading. No statements or reports attributed to a person as an expert are
included in this Prospectus.
Litigation
Except as disclosed under "Legal risk" in the section headed “Risk Factors”, neither the Issuer nor any
of the Guarantors are involved, or have been involved during the twelve months preceding the date of
this Prospectus, in any litigation, arbitration, governmental or administrative proceedings which
would, individually or in the aggregate, have a material adverse effect on the Issuer's results of
operations, condition (financial or other) or general affairs and, so far as the Issuer is aware, having
made all reasonable inquiries, there are no such litigation, arbitration or administrative proceedings
pending or threatened.
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Issuer
Axzon A/S
Vesterbrogade 4 A
DK-1620 Copenhagen V
Tel: +45 7652 2000
Web: www.axzon.eu

Bond trustee
Nordic Trustee A/S
Bredgade 30
DK-1260 Copenhagen K
Tel: Axeltorv
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DK-1609
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Tel: +45 3341 4141
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Independent Auditor's Report
To the shareholders of Axzon A/S
Opinion
We have audited the consolidated financial statements and the parent financial statements of Axzon A/S for
the financial year 01.01.2016 - 31.12.2016, which comprise the income statement, statement of
comprehensive income, balance sheet, statement of changes in equity, cash flow statement and notes,
including a summary of significant accounting policies, for the Group as well as the Parent. The
consolidated financial statements and the parent financial statements are prepared in accordance with
International Financial Reporting Standards as adopted by the EU and additional requirements of the
Danish Financial Statements Act.

In our opinion, the consolidated financial statements and the parent financial statements give a true and
fair view of the Group’s and the Parent’s financial position at 31-12-2016, and of the results of their
operations and cash flows for the financial year 01.01.2016 - 31.12.2016 in accordance with International
Financial Reporting Standards as adopted by the EU and additional requirements of the Danish Financial
Statements Act.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs) and the additional
requirements applicable in Denmark. Our responsibilities under those standards and requirements are further described in the Auditor’s responsibilities for the audit of the consolidated financial statements and the
parent financial statements section of this auditor’s report. We are independent of the Group in accordance
with the International Ethics Standards Board of Accountants' Code of Ethics for Professional Accountants
(IESBA Code) and the additional requirements applicable in Denmark, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Statement on the management commentary
Management is responsible for the management commentary.

Our opinion on the consolidated financial statements and the parent financial statements does not cover
the management commentary, and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements and the parent financial statements,
our responsibility is to read the management commentary and, in doing so, consider whether the management commentary is materially inconsistent with the consolidated financial statements and the parent financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.
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Moreover, it is our responsibility to consider whether the management commentary provides the information required under the Danish Financial Statements Act.

Based on the work we have performed, we conclude that the management commentary is in accordance
with the consolidated financial statements and the parent financial statements and has been prepared in
accordance with the requirements of the Danish Financial Statements Act. We did not identify any material
misstatement of the management commentary.
Management's responsibilities for the consolidated financial statements and the parent financial
statements
Management is responsible for the preparation of consolidated financial statements and parent financial
statements that give a true and fair view in accordance with International Financial Reporting Standards as
adopted by the EU and additional requirements of the Danish Financial Statements Act, and for such
internal control as Management determines is necessary to enable the preparation of consolidated financial
statements and parent financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated financial statements and the parent financial statements, Management is responsible for assessing the Group’s and the Parent’s ability to continue as a going concern, for disclosing,
as applicable, matters related to going concern, and for using the going concern basis of accounting in preparing the consolidated financial statements and the parent financial statements unless Management either
intends to liquidate the Group or the Entity or to cease operations, or has no realistic alternative but to do
so.
Auditor's responsibilities for the audit of the consolidated financial statements and the parent
financial statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements and
the parent financial statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs and the additional requirements applicable in Denmark will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated financial statements and the parent financial statements.

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in Denmark, we exercise professional judgement and maintain professional scepticism throughout the audit. We
also:

•

Identify and assess the risks of material misstatement of the consolidated financial statements and
the parent financial statements, whether due to fraud or error, design and perform audit procedures
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responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
•

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s and the Parent’s internal control.

•

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by Management.

•

Conclude on the appropriateness of Management’s use of the going concern basis of accounting in
preparing the consolidated financial statements and the parent financial statements, and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group's and the Parent’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated financial statements and the parent financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause the Group and the Entity to cease to continue as a going concern.

•

Evaluate the overall presentation, structure and content of the consolidated financial statements and
the parent financial statements, including the disclosures in the notes, and whether the consolidated
financial statements and the parent financial statements represent the underlying transactions and
events in a manner that gives a true and fair view.

•

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
Aarhus, 11.05.2017
Deloitte
Statsautoriseret Revisionspartnerselskab
Business Registration No 33 96 35 56

Kim Takata Mücke
State-Authorised
Public Accountant

Rasmus Brodd Johnsen
State-Authorised
Public Accountant
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Group Specifications
Nominal

Ownership

Equity

Net profit

_______
Currency

_______
Capital

_______
Interest

31.12.2016
_______

_______
2016

Poland

PLN

11,601

1,169,726

79,931

Zegrol sp. z o.o.

Poland

PLN

100%

Kniat Agro sp.z o. o.

Poland

PLN

100%

Rolnik Sp. z o.o.

Poland

PLN

100%

Agro Wlodarski sp. z o.o

Poland

PLN

100%

Bioenergia sp. z o.o.

Poland

PLN

100%

Invest Farm sp.z o.o.

Poland

PLN

100%

L.M.-POL sp. z o.o.

Poland

PLN

100%

Zarodowej sp. z o.o.

Poland

PLN

100%

Agro Wiesió}ka sp. z o.o.

Poland

PLN

100%

Agro Pokrzywy sp. z o.o.

Poland

PLN

100%

Prime Food Sp Z.o.o

Poland

PLN

96,922

(4,989)

Poland

PLN

Ukraine

UAH

467,369

(43,120)

Ukraine

UA}I

Russia

RUB

17,940

14,184

RASK OOO

Russia

RUB

100%

Dan-Kub ZAO

Russia

RUB

100%

OOO Markor

Russia

RUB

100%

_______
Domicile
Group Enterprises
Poldanor S.A.

100%

Subsidiaries:

Ośrodek Hodowli

20,853

100%

Subsidiaries:
Prime Service Ltd.

Danosha Ltd.

100%

232,532

97%*

Subsidiaries:
Daryna Food Ltd.

Dan-Invest LLC

100%

362,328

100%

Subsidiaries:

*IFU’s 2% of the shares in Danosha Ltd. has been recognised as financial debt in accordance with IFRS.

Associates
Sevel Slagteri A/S

Denmark

**The latest financial data available is at 30.06.2016

DKK

2,500

40%

4,037**

254*
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Management Review
2016
DKKm
_______

2015
DKKm
_______

2014
DKKm
_______

2013
DKKm
_______

2012
DKKm
_______

1,391

1,275

1,209

1,270

1,128

Gross profit/loss

532

465

500

394

453

EBITDA

344

284

342

251

331

Profit/loss before financials

172

163

240

151

246

Net financials

(76)

(118)

(230)

(60)

(15)

Group financial highlights
Key figures
Revenue

Profit/loss for the year

95

41

23

107

231

Equity

1,735

1,673

1,705

1,452

1,288

Balance sheet total

3,163

3,129

3,124

2,763

2,173

- operating activities

227

162

204

226

166

- investing activities

(139)

(254)

(254)

(360)

(194)

- financing activities

(71)

66

121

111

33

18

(26)

72

-8
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Financial development:
Cash flows from:

Change in cash and cash equivalents for the year
Employees:
Number of employees

2,350

2,423

2,205

2,073

1,769

Gross margin (%)

38

36

41

31

40

EBIT margin (%)

12

13

20

12

22

6

5

8

6

12

55

53

55

53

59

6

2

1

8

20

Ratios

Return on assets (%)
Solvency ratio (%)
Return on equity (%)

The ratios have been prepared in accordance with the definitions on the following page.
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Management Review
Explanation of ratios:
Ratios

Calculation formula

Gross margin (%)

=

Gross profit x 100
Revenue

Profit margin (%)

=

Profit before financials x 100
Revenue

Return on assets (%)

=

Profit before financials x 100
Total assets, average

Solvency ratio (%)

=

Equity end of year x 100
Total assets

Return on equity (%)

=

Net profit for the year x 100
Average equity
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Management Review
1. CEO Report
The recovery in the livestock production industry in the EU is a reality
For most primary agriculture enterprises in the EU, 2016 will be remembered as the year when the longawaited recovery in prices and profitability finally arrived, particularly in the milk and pork sectors, and a
prolonged period of loss-making production was transformed into reasonable profitability. The many years
of poor earnings for livestock producers in the EU have resulted in significant liquidity problems for many
farmers, and has left a production system that urgently requires a comprehensive upgrade after many
years with little financial scope for maintenance and improvements. It may be hoped, therefore, that the
improved profitability will continue for several years to come, so that the majority of farmers can catch up.
The Axzon Group once again experienced a year with both positive and negative circumstances, which is
almost always the case for a fully integrated production system within the food sector, where higher prices
and improved profits in the primary sector, often lead to more difficult market conditions and lower profitability in the processing sector. When production and markets are also dispersed over a wide geographic area, as in the case of Axzon, such diversified production usually results in more stable earnings, based on an
equalization and neutralization of the worst elements of risk.
The year was again marked by major improvements in efficiency in almost all areas of both production and
administration, and there was a stable and even decreasing cost level per unit produced, combined with increasing production volumes. While the first 6 month of the year were characterized by very low prices in
Russia, Ukraine and Poland, continuing the pattern of historically low prices at the end of 2015, the second
half of the year saw the start of a marked increase in pork prices in the EU, while especially in Ukraine,
prices remained historically low.
Unfortunately, one of the Group's Russian facilities was affected by African swine fever, just as earnings in
Axzon were generally moving in a very positive direction. Apart from the immediate economic losses of
about DKK 35 m, this was a terrible experience, both physically and mentally, for the company generally,
but of course most of all for the many staff employed at the farm.
As we know, the key earnings parameter in Axzon’s pig production is the conversion ratio between feed
and meat. The graph below clearly illustrates that there has been a significant equalisation of the ratio between the three countries, where Ukraine and Russia have experienced a marked deterioration of the ratio,
while Poland has seen a strong improvement in 2016, particularly in the last half of the year, when the
conversion ratio reached 7.24, which is the highest level achieved in the country in the last 7 years.
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Feed to meat ratio 2014-2016
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Fig. 1

The reason for the sharp increase in the price of pork in the EU, is a sharp slowdown in output growth and
a significant increase in exports to the world's largest consumer and producer of pork, namely China. The
majority of analysts worldwide had predicted declining production in China as early as 2015. This was
based on a significant decrease in the number of pigs in stalls in the country, but surprisingly, the effect
was not felt until 2016 and it is expected to continue over the coming months and perhaps years. China
produces and consumes about 50% of world pork, and with a price that is currently around twice the average price in the rest of the world, this bodes well for future trends.

Fig. 2

Fig. 3
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Fig. 4

The other significant factor in terms of profitability in the sector is commodity prices, i.e. mainly cereal and
protein crops. With the record yields in many parts of the world in recent years, leading to a significant increase in stocks (from about 20% of the annual consumption to over 25%) and falling prices, the most important parameters seem to suggest that the earnings situation in pig production sector will remain stable
over the coming years. There will naturally be geographic variations, not least where political developments
can have a very big impact.
Unfortunately, there are no signs of any major improvements on the political front, neither regionally in relations between Ukraine and Russia, nor globally, where the political agenda in many of the world's leading
economies is dominated by increasing protectionism and calls for restrictions on the free movement of both
goods and labour. Even internally within the EU, the trend is clearer than ever, with the UK, France, Holland and especially Poland being the most prominent doubters in relation to the benefits of open borders
and economic and cultural integration. These circumstances highlight the value of being represented with
production across different countries and regions, both because it encourages integration across the countries, but also because it ensures sales in case of trade disputes. If there are also countries that have large
surpluses of cereals and other commodities, then a competitive advantage can be retained, especially compared to countries like China, where domestic production is limited by both the environment and the supply
of raw materials. Russia and the Russian embargo is a good example of this. EU producers were left in a
sales vacuum by the embargo, whereas Axzon benefited from good price conditions in both Ukraine and
Russia. Russia's response to the protracted conflict with Western Europe and the United States has been to
work towards a very high level of self-sufficiency, especially in the food sector. This policy has paid off
dramatically, and the country is now very close to being self-sufficient in pork, so that prices in future will
probably be closer to the international level.
The sanctions against Russia, and the opposing embargo on food, in conjunction with the general conflict
between East and West, have left Ukraine in a kind of vacuum between the parties, even though the majority of the country’s population would clearly like to join Western Europe. The ongoing war-like situation
in some of the eastern provinces, has had a very negative impact on the country's economy, and thus on
the population's purchasing power and living standards. Although over the past year the country has
adopted a raft of new laws and regulations based on EU recommendations, which will hopefully make the
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country more democratic and less corrupt, their implementation in practice has been very slow, and the
anticipated improvement in the country's economic development has not yet been realised. The past year
has been extremely difficult for the country's pig farmers, and even with a very low level of consumption in
the country (under 15 kg per inhabitant), Ukraine is still not self-sufficient in pork, since a large part of the
production is in the process of being phased out due to the very poor price conditions. Axzon has in
Ukraine the lowest breakeven point in the whole group, despite the poor price conditions, a profit can still
be generated in Danosha. Obviously, this looks good for the coming years, where consumption is likely to
rise at a somewhat faster pace than production, and where the current restriction on exports from the
country due to ASF will hopefully be replaced by the opportunity to export from a country where, assuming
a good level of production efficiency, the production costs are exceptionally low.
As we know, Axzon has expanded its production considerably over the past few years, both within and
across the geographic area, but also in terms of ensuring the fully integrated production model from filed to
table. Due to a slightly tighter liquidity situation, especially in the first half of 2016, there has been a strong
focus on prioritizing among the planned investments. Investments were still made across all businesses
and production sectors, but the emphasis has been on investments that optimizes the utilization of and
earnings from existing production systems, rather than expansion of production levels. It has been a very
healthy exercise for the management to prioritize ruthlessly, and also to focus more on investments that
promote sales, rather than the typical production-related investments.
A very important investment has been to ensure own production of feed, including in Russia, where a new
feed-mill is now ready, together with a significant increase in storage capacity for raw materials, both here
and in the other primary companies.

Increased storage capacity and logistics in Ukraine. The new feed-mill is ready for implementation in Russia
There was also a great deal of investment dedicated to improving biosecurity in and around all of our production units in relation to preventing the spread of diseases, especially African swine fever. During the
past year, the disease spread even further to the west, and it can now also be found in Italy and has therefore almost reached the heart of Europe. There is a major risk, therefore, that it could spread to areas in
Europe where the animal density is highest and where, at the same time, the largest populations of wild
boar can be found. (For example, in western France, northern Spain and large parts of Germany).
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Last but not least, the final phase of the expansion of Prime Food has been completed. In addition to increasing efficiency, the investments have also made it possible to produce more speciality products, thereby differentiating a higher proportion of the products from the typical bulk products. The strategy of expanding the section for pre-packaged fresh meat (MAP) and fully processed products has been implemented as rapidly as possible, and with a significant upgrading of the technical aspects of this production sector,
the difference in the gross margin between ordinary de-boned meat and the processed goods has become
even larger. (See the graphs).

Fig. 5. Increased share of processed and MAP meat

Fig. 6 The more processed the larger contribution

The move towards producing a greater number of speciality products has also been a priority for Axzon in
the past year, and especially the fully integrated production in Poland, through Poldanor and Prime Food,
has made it possible to produce a range of products that clearly differs from the usual bulk products. It is
no longer "only" traceability, quality, food security and CO2-neutral production that characterizes the products. Now, speciality products are also produced that are based on pigs that have been fed GMO-free feed
or other speciality feed material, pigs bred without the use of antibiotics, and even other genetic compositions of the animals, which produce a different appearance and flavour. Since these special products are
also processed and packaged under optimal conditions, for example without additives, they are actually
products that differ significantly from the majority of the products currently sold in the retail sector, and
products that appeal to consumers who prioritise food safety, animal welfare and environmental impacts.
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The weaners must have optimal conditions in order to avoid treatment with antibiotics, and the
sows must have calm environments, free of stress
It is precisely in these areas that Axzon can and will specialize even more in the coming years. Fully integrated production has proven to be the correct strategy, not just financially, but also in terms of climate
and sustainability. It is important now to further differentiate ourselves from the bulk market, also in terms
of providing fully processed goods directly to the consumer. This will require additional investments related
to slaughtering and processing, certifications and training of staff, but will also require more targeted marketing and the establishment of sales channels closer to particular consumer groups.

There is a tendency among many people to fear the future and the unknown, and the creeping protectionism we see is a further manifestation of this trend. With more than 2,000 employees in four countries,
Axzon is working for the opposite view and direction, i.e. greater openness, integration and tolerance. The
company invests a great deal of time and energy on training staff in all parts of the organization, not only
professional training, but also personal development of managers, as well as discussion and adoption of
common attitudes and values across national borders and cultures. A common approach to the development of the company, exciting opportunities and challenges in the future, common values and the ability
and the desire to use the most modern and efficient equipment, are precisely what enables the company to
achieve optimal results using the fewest resources and with the least possible negative impact on our
shared environment.
All of these initiatives have helped bring us all closer together in the company in the past year, and I am
personally very proud, both of the fantastic production results that have once again been improved in many
of the key areas, but also of the way our common values have been implemented in virtually all branches
and localities in the company, despite our very different backgrounds. This has also been noticed and appreciated by society around us, and it characterizes our relationship with most of our business contacts.
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Pic. 1 As in previous years, Poldanor was again awarded the "fair play" trophy
Pic. 2 Axzon Ambassadors’ trip participants at the Danish West Coast

With the prospect of an even better year in 2017, when the long-awaited recovery will take hold, not just in
Axzon’s industry, but generally in the society around us, I would like to thank all our staff, boards of directors, business associates and other Axzon stakeholders for a positive and ambitious year. We are now better equipped than ever before to tackle the exciting challenges ahead.

2. Finances
For Axzon, 2016 was the year when the long-term challenges with regard to pork prices were replaced by
the long-awaited price increases. Compared to the price levels in 2015, sales of first-class finishers brought
in DKK 41 m less than if the same animals had been sold at 2015 prices. The price trend moved in the opposite direction between first and second half of the year. In the first half, sales were DKK 66 m less compared to 2015 prices. In the second half of 2016, the price was DKK 25 m higher if the same comparison to
2015 prices was made. These circumstances, in conjunction with the outbreak of ASF at the DAN KUB farm
in Krasnodar, made it difficult to achieve the planned results.
A positive factor, however, was that the price of the green certificates that, under the new legislation in Poland, Axzon can sell in connection with the production of biogas, has again reached a reasonable level.
Against this background, Poldanor in Poland managed to produce biogas with a positive result in the second
half of the year. It has thus been possible to improve revenue by 9% and EBITDA by 21% before special
costs (ASF), and by 15.6% after these costs. This trend bodes well for next year's results.
Depreciation increased by DKK 36 m, despite a reduction in the rate of investment. This was partly due to
increased depreciation on the ongoing revaluations, and partly a write down of the plant in Krasnodar by
DKK 11 m as a result of the ASF, which together accounted for one third of the increase in depreciation.
The increase in interest expenses of DKK 15 m was partly due to interest rate increases, and partly the
growth in debt in 2015. The increase in interest rates was due to both a higher risk premium and to new
loans raised at higher interest rates that were used to replace older and less expensive loans.
Movements in currency exchange rates have had a strong impact on Axzon’s operating profit over the past
two years. With a loss of DKK 13 m, this item had only limited influence this year. Underlying, there has
been a small gain in Russia, since RUB has increased, while UAH fell, leading to a loss in Ukraine.
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Intercompany loans to Russia are subordinated and considered part of the net investment in the subsidiary.
As such the exchange gains on these loans are recognised through other comprehensive income.
2016 has been a positive year for Axzon in terms of cash flow. The cash flow from operating activities
amounted to DKK 227 m, of which DKK 139 m was used on investments, DKK 71 m was used to reduce
debt, and the remaining DKK 17 m was used to improve the cash balance. The strong cash flow was
achieved in a period with challenged pricing for finishers. In 2014, the price for finishers was generally regarded as being too low and below profitability level, especially in the EU. For comparison, if 1st class finishers had been sold in 2016 at the same price as in 2014, the sale of these pigs would have brought in
DKK 283 m extra, and would thereby have increased the cash flow from operations by the same amount,
or by 147%. Due to the falling prices, Axzon has broken some of the covenants that the Group is subject to
in relation to agreements with some of its lenders, which are based on a very steep repayment profile.
Subsequent waivers from the same lenders, however, have solved this problem. Since the arrangement
was not formally in place at year end, IFRS require that loans from key lenders should be recorded as
short-term liabilities, regardless of the agreed repayment horizon. For this reason, the accounts show that
Axzon has a current ratio of 70, whereas it should be 130 according to the concluded agreements. Without
this reclassification of the loans, the current ratio would have been 150. Based on the strong underlying
cash flow, however, this situation has never caused any problems.
The equity increased during the year from DKK 1.673 m to DKK 1.735 m. In terms of profit, DKK 95 m has
been added, but an exchange rate depreciation on the subsidiaries' equity has reduced the equity by DKK
28 m, and a reversal of revaluations directly in the equity as a result of ASF in Krasnodar, has reduced equity by another DKK 9 m.
A net profit of less than DKK 100 m is below what is expected for Axzon, but especially considering the
poor pig prices in the first half of the year, and the costs associated with the ASF outbreak in Krasnodar,
the results must be considered highly satisfactory.
Key Figures:
•

EBITDA rose from TDKK 283,604 to TDKK 343,793, equivalent to 21%.

•

EBT rose from TDKK 45,316 to TDKK 95,140, equivalent to 110%.

•

The number of sows fell from 44,122 to 41,547, equivalent to - 6%.

•

The number of pigs in stables fell from 557,564 to 546,273, equivalent to - 2%.

•

The number of pigs sold increased from 1,129,974 to 1,281,089, equivalent to 13%.

•

Tonnes of pigs sold, live weight, increased from 110,534 to 120,590, equivalent to 9%.

•

Tonnes of pork from slaughterhouses sold increased from 51,249 to 54,750, equivalent
to 7%.

•

The harvested area rose from 26,987 ha to 27,526 ha, equivalent to 2%.

•

Biogas electricity production fell from 61,918 KWh to 57,764 KWh, equivalent to - 7%.

•

The total production capacity at biogas plants remains at 8.56 MW
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3. Market situation in Axzon
After a generally declining price level throughout 2015, prices had an upward trend in 2016. The lowest
prices were in January 2016 and the highest price of DKK 11.67 occurred in September, although this was
not as high as the maximum price in 2015 of DKK 12.75. As the graph (Fig. 7) illustrates, however, the
price spread between countries has been reduced, and there have not been many significant or sudden
changes in the price at Axzon level. The difference between the highest and lowest price in 2016 decreased
by 2.58 percentage points from 41.21 to 38.63. The final price was still DKK higher in 2016 than in 2015
(Fig. 8). The higher price was primarily due to higher demand in EU in general, driven by export to China.
At the beginning of 2016, Axzon benefited from the high Russian price, since Dan-Invest's share of all the
pigs sold in the group increased from 11.6% in 2015 to 15.6% in 2016. When DAN KUB was hit by ASF,
the share decreased again to about 10%.
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The pork prices in Poldanor experienced less fluctuation over the year, only 41.11%. The price remained
relatively stable from January to May, when there was a sudden and large increase. This increase was expected but was more marked than anticipated. This increase was caused by the increasing demand from
China and a decline in production in the EU. The price ended at DKK 11.33 per kilo HDW, which is nevertheless a significant improvement compared to the final price in 2015 of DKK 9.34 (Fig. 8).
The price in Danosha was also somewhat more stable than in the previous year, but at a significantly lower
level, with a lowest price in 2016 of DKK 6.63. The price at the end of 2016 was DKK 8.92, which is DKK
0.45 lower than the closing price in 2015. Unlike in 2015, there were no major fluctuations in the currency,
so the price graph is mostly a reflection of supply and demand. Meat consumption is usually affected by a
weakened currency and a generally poor economy. This, in conjunction with the generally poor economy in
pig production, has caused the pig population and thus production to decline significantly. Similarly, outbreaks of African Swine Fewer (ASF) reduced the Ukrainian pig population.
In Russia, prices have also been more stable than in 2015, with a fluctuation of only about 77%, compared
to 92.4% in 2015. ASF also caused prices to rise here. A total of 233,000 pigs were culled due to ASF in
Russia, and since these pigs were a mixture of both finishers and sows, it impacted the increase in production, which ended up at a modest 2.4% compared to the previous year. The Russian currency remained
relatively stable, so that as in Ukraine, the higher price is a reflection of other factors, such as ASF.

Axzon pig price in DKK/kg live weight per week 2015-2016
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Fig. 9

3.1 The market situation in Poland
Prices in Poland were very low from mid-2014 to mid-2016, partly because of the Russian ban on imports,
and partly due to increasing levels of production in the EU. After 2 years of low prices, however, pork prices
improved in the second half of 2016. The Polish price in October 2016 was PLN 5.02, which was about 15%
higher than at the same time last year. In both 2015 and 2016, the Polish price remained slightly below the
German price by about EUR 0.06/kg live weight, although this was mostly based on a changed exchange
rate between PLN and EUR. There was greater international demand for pork in 2016, mainly driven by
China. This caused prices to rise in May, when there was a very rapid and steep increase. This lasted until
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October, when there was a slight decline that mainly resulted from normal seasonal fluctuations. Prices
then remained stable for the rest of the year, and even showed a slight increase towards the end of the
year.

Poldanor pig price in PLN/kg live weight 2015-2016
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3.2 The market situation in Ukraine
The year started with a decrease in prices due to a normal seasonal fluctuation and higher levels of production from the small producers. From 1 January 2016, the Ukrainian parliament also cancelled the import
duties of 5% and 10% respectively. Due to the Russian ban on imports from Ukraine, exports fell sharply
early in the year to about 10% of the normal level, to 3,000 tonnes for the year. This meant that large
producers, who had previously sold for export, were forced to sell their pigs on the local market with low
prices as a consequence. In addition to these circumstances, there were about 80 outbreaks of swine fever,
which had a significant impact on prices over the year. The rising value of the EUR relative to the UAH, and
the resulting decline in imports, resulted in prices starting to rise again in February and they reached about
23 UAH/kg in May. After a slight decline, prices began to increase again due to preparations for the holiday
season.
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Danosha pig price in UAH/kg live weight 2015-2016
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Fig. 11

The good weather, and thus the good barbecue season, caused prices to remain high over the summer and
they even reached 29.68 UAH/kg, which was very close to the peak price for the same period in the year
before. Prices fell again after the summer season, but the price began to rise again already in October because many processing companies purchased early for the Christmas shopping season in 2016, presumably
because they feared a shortage during the Christmas season. This subsequently caused the price to fall just
before Christmas as stocks were already full.

The political turmoil, the ongoing conflict with Russia and the fluctuations in both pig prices and exchange
rates makes it hard to predict the timing and level of future profit in Danosha. These uncertainties are also
relevant when assessing the fair values of PP&E, which are further elaborated in disclosure 3. Despite these
uncertainties, the Management still considers Ukraine as an attractive market for pig production in the future, when prices are expected to reach the European levels based on stabilization in the country and access to the export markets.

3.3 The market situation in Russia
Pork prices displayed the same large fluctuations from week to week throughout 2016 as in 2015. The
large volatility was due in part to the live weight price being determined based on the price of halfcarcases, and since there are significant imports to Russia from countries such as Brazil, this practice causes the price to drop markedly when large shipments of meat suddenly arrive in the country. The large
slaughterhouses, who often own substantial processing facilities, will therefore usually refrain from purchasing live pigs while there is cheap meat in the cold stores. The price of live pigs was generally increasing during the first part of the year due to a lack of pigs. This was in part caused by the many outbreaks of
ASF, which reduced supply.
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Dan-Invest pig price in RUB /kg live weight per week 2015-2016
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Fig. 12

Consumption continued to decline over the year due to a generally tight Russian economy, which meant
that prices decreased during spring. The summer weather caused prices to increase in May, which unusually maintained their level over the summer and into the autumn and early winter, partly as a result of the
many ASF outbreaks in late summer.

4. Production
4.1 Pig production
For the first time, ever in Axzon, the number of sows (Fig. 13) declined by more than 5% over a full year.
Since Poldanor and Danosha combined have the same number as the year before, the entire decrease
came from DAN KUB alone, where the full sow population of 2,700 sows was destroyed as a result of the
ASF outbreak.

Number of sows in the Axzon Group 1994-2016
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Fig. 13

Productivity improvements meant that Poldanor was able to maintain a share of approximately 53% of all
meat sold in Axzon, despite the fact that Dan-Invest contributed approximately 6,000 tonnes of pigs more
in 2016 than in 2015. (Fig. 14)
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Danosha delivered a very stable output performance, and combined with the increase from Dan-Invest, this
means that the company's relative share of pigs produced fell slightly. Danosha also sold a larger number
of pigs as piglets (Fig. 15), which explains why the share of 7-30 kg pigs increased in 2016. Poldanor experienced both increased productivity and rising prices in 2016.
Distribution of sales between companies in tonnes and %
Company
Period
Tonnes sold

Y1 2016
Share in %
of Axzon total

Poldanor

2016

63,503

52.7

POLDANOR

2015

59,273

53.6

4,230

-1.0
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Danosha
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31.8

DANOSHA
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Distribution of sales in % between product groups 2016
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Fig. 16

Overall, there was an increase in pigs sold in Axzon of 151,115 pigs, of which 91,475 come from Poldanor
and 7,774 from Danosha. Both companies had a stable number of sows throughout the year, and the higher number of sold pigs is therefore a reflection of efficiency improvements in both countries. Dan-Invest
accounted for the remaining 51,886 additional sold pigs, due both to efficiency improvements at the Rask
farm, and the expansion of the re-launch of the DAN KUB farm in Krasnodar.
The share of piglets and weaners sold increased from 17% in 2015, to 21% in 2016 (Fig. 15 and 16). The
number of slaughtered sows remained stable throughout the year, so the increased proportion of piglets
has almost only been deducted from the percentage of finishers, which declined from 81% to 77% (Fig. 15
and 16).
The number of pigs in stables dropped from 557,564 to 546,273 (Fig. 21), mainly due to increased sales of
piglets in Poldanor and the ASF outbreak in DAN KUB.
The number of liveborn per litter (Fig. 17), weaned piglets per sow (Fig. 18) and pigs sold per sow (Fig. 19)
have all increased steadily in recent years. This trend was broken in the course of 2016, however, when
most of the key parameters have now stabilized and the Group overall has about 16 liveborn piglets per litter, about 31-32 weaned pigs and about 30-31 pigs sold per sow.
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Axzon liveborns/litter 2015 -2016
16,50
16,00
15,50
15,00
14,50
14,00
13,50
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
(15)
(16)
Fig. 17

Axzon weaned/sow 2015-2016
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Despite the stagnating and slightly declining results at the end of the year, there were increases in the
number of liveborn, weaned and sold pigs per year compared to the last 4 years (Fig. 20), and Axzon set
new records on all three parameters in 2016.
Born ,Weaned and Sold per Sow
2012-2016
36
34
32
Pigs

30
28
26
24
22
20
2012

2013

2014

2015

2016

Year

Born per Sows per year

Weaned per Sows per year

Solgte/So /År no.

Fig. 20
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Tonnes and numbers of pigs
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Feed consumption calculated according to how many kg of feed is used per kg of pigs sold, including population displacement, remained relatively stable in 2016, with only a slight increase from 2.68 kg to a level
of approximately 2.78 for 2016. This is primarily because a greater number of piglets were sold than in the
previous year, which means there was a larger proportion of finishers with higher feed consumption in the
calculation. The higher feed consumption is therefore not in itself a reflection of poorer feed conversion, but
simply the consequence of a different sales strategy.
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Pigs
Company
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Danosha

Efficiency
Yield
in
kg
pork/sow/year

29.95
29.74

2.79
2.81

Difference

-79

0.21

-0.02

Index 2015 to 2016

97

101

99

2,738
3,009

31.23
31.08

2.56
2.54

-271

0.14

0.02

2016
2015
Index 2015 to 2016
2016
2015
Difference
Index 2015 to 2016

Axzon

in Feed consumption
in kg/kg growth at
company level

2,820
2,898

Difference
Dan-Invest

sold Pigs sold/sow
units

2016
2015
Difference
Index 2015 to 2016

91

100

101

2,877
3,429

32.35
30.26

2.94
3.01

-552

2.09

-0.07

84

107

98

2,802
2,999

30.69
30.13

2.78
2.68

-197

0.56

0.10

93

102

104

Fig. 24

Overall, 2016 was a good year for pig production. Despite declining results in the final months of the year,
Axzon achieved improvements for all key parameters on an annual basis.
4.2 Biogas
The biogas section has faced some challenges over the years, mainly because this section, unlike other
segments of production in Axzon, is very dependent on various political measures and support schemes.
Purely in terms of production, efficiency in the biogas section declined from 86% to 77%. This was primarily due to a technical breakdown at the plant in Danosha. Mechanical damage to the gas generator meant
that the plant was at a standstill for several months and therefore achieved an efficiency rate of only 26%
for the full year. Efficiency at Poldanor was approximately 85%, which is about 4% lower than the previous
year and about 1.5% below expectations.
On the financial side, Poland provided a positive surprise in July, when the Polish parliament passed legislation that industrial energy producers are obliged to purchase a certain percentage of their power from biogas plants. This regulation meant that the financial results were better than expected in Poldanor; The second half of the year reached profitability, whereas the first half of the year was lossmaking, meaning that
the full year still ended with a loss of approximately PLN 0.49 m.
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Number of Total
Biogas and Energy

plants

plants' Total pro- Total pro- Efficiency

capacity in MWh duction

duction in level

capacity

KWh

in

%

in KWh
Company

Period

Poldanor

2016

8

7.40

65028

55129

85

2015

8

7.4

62197

55121

89

0.0

0.0

2831

8

-3.8

100

100

105

100

96

2016

1

1.16

10214

2635

26

2015

1

1.16

10214

6797

67

0.0

0.0

0.0

-4162

-40.7

100

100

100

39

39

2016

9

8.56

75242

57764

77

2015

9

8.56

72411

61918

86

0.0

0.0

2831

-4154

-8.7

100

100

104

93

90

Difference
Index 2015 to 2016
Danosha

Difference
Index 2015 to 2016
Axzon

Difference
Index 2015 to 2016
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4.3 Arable farming

Overall, Axzon had a reasonable average harvest of cereals and oil crops, with a yield in tonnes per hectare
of 5.10 t against 4.71 t the year before, although with significant variations between countries.
The cultivated area for Axzon of 27,526 ha represents a modest increase of 539 ha, mostly from Danosha
in Ukraine. Similarly, the distribution between cereals and oil crops was almost unchanged, with about 6%
more cereal crops than last year, about 8% fewer hectares of oil crops, and 1% fewer hectares of silage.
The winter weather of 2015-2016 and circumstances related to sowing posed major challenges in all of
Axzon’s production countries. In some places, these weather challenges continued over the summer with
heavy rainfall.
The cereal and oil harvests were long with required many harvest hours, but the quality of the crops was
good nevertheless. The average yield of cereal crops was 5.68 t/ha, which was an improvement on the
previous year, which stood at approximately 5.13 t/ha, an increase of approximately 11%. The oil crops
produced an average yield of 2.94 t/ha against 3.37t/ha the year before, a decrease of approximately
13%.
As mentioned above, however, there was an overall total increase from 4.71 t/ha to 5.10 t/ha for oil and
cereal crops combined, while corn silage provided a yield increase of 46% above the level the year before
to 33.89 t/ha.

Axzon A/S

Cereals (grain,
peas, corn)

Arable
Company

Poldanor

Danosha

DanInvest

Axzon

29

Period

2016
2015
Difference
Index 2016
to 2015
2016
2015
Difference
Index 2016
to 2015
2016
2015
Difference
Index 2016
to 2015
2016
2015
Difference
Index 2016
to 2015

Harvested
ha

Tonne
s/ha

Oil seeds (sunflower, rape,
soya)
HarTonnes/
vested
ha
ha

Silage (corn, hay)
Harvested
ha

Axzon total

Tonnes/ Harha
vested
ha
grain,
oil, corn

Harvested
tonnes
grain,
oil, corn

Yield/
ha
grain,
oil,
corn
4.51
4.72
-0.21

6107

5

1112

2.46

5404

34.04

5519
588

5
0

1986
-874

3.19
-0.73

5157
247

22.68
11.36

12622
12662
-40

216509
152345
64164

111

93

56

77

105

150

100

92

8155

7

2788

3.21

301

31.13

7815
341

6
1

2396
392

3.64
-0.43

593
-292

27.40
3.73

11244
10804
440

75373
70253
5120

104

121

116

88

51

114

104

122

2919

4

741

2.62

2828
91

3
1

636
105

2.92
-0.30

3660
3464
196

10802
10364
2382

103

123

117

90

106

123

17181
16162
1019

5.68
5.13
0.56

4641
5018
-377

2.94
3.37
-0.43

5704
5750
-46

33.89
23.16
10.73

27526
26930
596

304629
232962
71666

116
5.10
4.71
0.39

106

111

92

87

99

146

102

112

108

96
6.03
5.29
0.74
114
3.48
2.99
0.49

Fig. 26

In 2016, some organisational changes were implemented in the arable farming sectors in each country,
most notably in Danosha, where it was possible to reduce the number of employees in arable production by
28% compared to 2015, without impacting the quality of the work. This was demonstrated by a very satisfactory cereal harvest.
Dan-Invest also implemented some changes, primarily at management level, where a new structure has
been introduced.
There was an increased focus at the workshops on the training of employees, who received instruction in
the use of equipment for error diagnosis. This has resulted in significantly reduced costs for external service.
There was also a focus on machinery strategy (horsepower, fuel consumption, availability of spare parts
and service) in the individual companies, with an emphasis on continuous updating, traction power, spare
parts and dealer networks, as well as the use of modern technology, including GPS.
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4.4 Slaughterhouse
The year began optimistically after the good results at the end of 2015. Everyone expected good results for
the full year, both in terms of production and on the financial side. Q1 was also ahead of budget for virtually every parameter and the new MAP hall went into operation in May 2016. The barbecue season started at
the same time, so everything looked very positive in May.
Over the following months, however, pork prices increased markedly by about 30% and remained at that
level until September, when after a slight adjustment downward, they continued at the same level until the
end of the year. Commodity prices are particularly important for producers of private label products such
as Prime Food, which was severely affected when this was combined with the supermarkets' reluctance to
increase prices in response to a new tax imposed by the authorities. The export restrictions due to the ASF
outbreak in Poland in the second half of 2016 also had a detrimental effect.
The number of slaughters increased by 8% compared to the year before, as did the volume measured in
tonnes, since the purchased weight remained relatively stable. Generally, therefore, there was an increase
on the operational side of approximately 7% on the sales side in tonnes, so that the negative result can
almost entirely be attributed to low prices for the sales products.

Meat and
slaughterings

Company
Prime
Food

Purchased
and
slaughtered
pigs

Purchased
pigs
in
tonnes
slaughtered
weight

Purchased
meat
elements

Average
weight
purchased
pigs

MAP
products
sold in
tonnes

Processed
goods
sold in
tonnes

110.7 11119
110.3 11585

12428
10661

Prim
DeBiTotal
e
boned prod- prodcuts products
ucts
sold
ucts
sold in sold in
in
sold in tonnes tonnes
tonn tonnes
es

Period

2016
2015
Difference
Index
2015 to
2016

543980
505696

60240
55788

2075
1965

308 26767
768 24071

4128 54750
4164 51249

38284

4452

110

0.4

-466

1767

-460

2695

-36

3501

108

108

106

100

96

117

40
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99
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On the sales side, there were several factors that had a negative influence on the result, which only
achieved 91.2% of the profits obtained in 2015. These factors included tough negotiations with customers
after the commodity prices rose by around 30% in the spring. These negotiations arose primarily from
long-term contracts signed with customers at a time when commodity prices were low, and unfortunately
this resulted in Prime Food losing good customers. MAP products in particular suffered from this, and sales
in this category declined by 40% compared to the first half of 2016. Due to the expanded MAP capacity,
however, it was still possible to sell 97% of the volume of MAP sold in 2015.
Sales of processed goods increased by 16.6%, which must be regarded as satisfactory. It is also expected
that the share of processed goods will increase further in the future.
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2016 generally provided a lower gross margin per kg in both MAP and processed goods, while the gross
margin increased for de-boned products and by-products.
Sales of RWA (Raised Without Antibiotics) pigs to a customer in the United States commenced in the autumn, and intense efforts are now underway to expand the customer base for these products into the European market.
As a consequence of the poor sales in 2016, the entire sales department underwent a major restructuring.
Seen in conjunction with the new products already available in the shops and the new products in the pipeline, this means that good sales and earnings are expected to return to Prime Food.

5. Risk analysis
Axzon’s operations and the geographical location of its subsidiaries means that the company is exposed to
a number of bio-security, political and economic risks. Axzon utilises a structured approach to risk management, where risks are identified, evaluated and handled in accordance with generally accepted principles in this area.
5.1 Bio-security
Ever since Axzon established a more structured approach to risk management several years ago, biosecurity, i.e. safeguarding of the company’s herds against infectious diseases, now has the highest priority
among threat scenarios. The bio-security risk is handled partly by double fencing of all Axzon’s farms in order to prevent the population coming into contact with wild animals, especially wild boars and rodents, who
may be infection carriers. In addition, all trucks coming from outside are disinfected and checked before
they enter the farm area. Furthermore, all the animals are loaded and unloaded in a ramp area far from
the production buildings. Strict policies and practices have also been implemented among the employees in
relation to personal hygiene, handling of dead animals and 48-hour quarantine after contact with animals in
another production unit. It is also strictly forbidden for employees to keep pigs privately.
Notwithstanding the measures above, Axzon’s DAN KUB farm in Krasnodar, Russia, was infected with ASF
in August 2016. The result was that, in accordance with Russian regulations, about 31,000 animals had to
be destroyed in the course of a week. Then, also in accordance with the Russian regulations, the farm was
disinfected and must be left empty for 12 months before animals can be kept there again.
Axzon has subsequently analysed why the DAN KUB farm was infected, despite its very high level of biosecurity. No definitive conclusion was reached. However, 3 hypotheses are being worked with: Firstly, that
the farm was infected through a live, statutory vaccine against classical swine fever, which was supplied by
a Russian laboratory, which was infected with ASF and closed down shortly after the outbreak at DAN KUB.
The vaccine was only administered in the finisher housing units, and this is where the first and also the only outbreak of ASF occurred at DAN KUB.
The second possible source of infection is considered to be horseflies or mosquitoes that carried infected
blood into the stalls and then bit one or more animals, who thus became infected.
The third possible source of infection is thought to be human error, i.e. a breach of the hygiene procedures
or a violation of the internal rules regarding the loading of live animals in external trucks. It must be
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stressed, however, that there is neither evidence nor indications of this. Efforts to determine the source of
infection are therefore continuing.
In respect to insurance against ASF, Axzon did not use this option due to the extremely high premium for
this type of insurance, as well as from the standpoint that this risk would be managed better by placing
production in different countries and in different parts of the countries.
Axzon’s fully integrated business model in Poland also inherently promotes biosecurity, because Poldanor’s
full production of pigs is delivered to and slaughtered at the slaughterhouse in Prime Food, to which they
are transported in Poldanor’s own trucks. This closed system avoids having external trucks or people involved in the loading or unloading procedures, which are critical from a bio-security perspective. Axzon’s
strategy is to have its own slaughterhouse in all the producing countries, and the company is therefore at
an advanced stage in its plans to establish a slaughterhouse in Ukraine.
5.2 Political risk
Axzon operates in countries with political and military turmoil and corruption, where Ukraine in particular
continued to be marked by the war in the eastern areas in 2016, and by a consequent general economic
downturn, which is continuing. In Russia, the economic downturn resulting in part from the rapidly falling
oil prices in 2015 and part of 2016, has been replaced by stability, albeit at a low level. Both countries are
characterized by corruption, a lack of transparency and contradictory legislation, as well as a high degree
of political interference in business.
Axzon still believes that the most effective insurance against political risks is to maintain a good and trusting relationship to all relevant policy levels, as well as local stakeholders, including neighbours, and to ensure that Axzon makes a positive impression wherever it does business. This is e.g. done by supporting local communities with donations for schools, orphanages, cultural centres and by helping with the building
and reconstruction of roads, snow cleaning etc.
Axzon has also secured support at the supranational level by having the World Bank in the form of the International Finance Corporation (IFC) and the Danish Investment Fund for Developing Countries (IFU) as
shareholders in the Group's Ukrainian company, Danosha. The European Bank for Reconstruction and Development (EBRD) is also among Axzon’s largest lenders. Finally, Axzon is always looking to develop and
maintain a close relationship with the official Danish representatives in the countries where the company
operates.
5.3 Financial risk
Axzon defines the financial risk exposure as primarily related to interest rates and currencies. Losses on
customers is a limited risk, since prepayment is widely used.
Loans are primarily raised at variable interest rates, so that the interest rate stays at market level. Fixedrate loans are used primarily for capital expenditures, if this is deemed appropriate.
The currency risk is minimized by coordinating payments to the extent possible. Axzon still produces products that are primarily priced internationally, and the prices will therefore follow the world market in the
long-term. No efforts are made, therefore, to mitigate devaluation risks in individual countries.
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In 2016, Axzon decided to invest in a Business Intelligence System that will be implemented in 2017.
Among many other benefits, the system will provide more and increasingly advanced options to monitor
financial risk factors.

6. CSR
CSR has been and remains an essential part of Axzon’s DNA, ever since the founding of the first company
in the group in 1994. Axzon therefore produces according to the same rules for animal welfare as apply in
the EU, even when production takes place in non-EU countries. Axzon also conforms to the Danish or, at a
minimum, the local environmental standards applicable in the individual producing countries. CSR at Axzon
is defined and measured broadly according to the following main categories: Animal welfare, Environment,
Working environment (safety), Food security/quality, Society, HR and Gender. Moreover, a report is prepared each year, with measurements for a number of parameters in relation to the mentioned key categories. Targets are also defined for the following year. Axzon’s Group CSR Report can be downloaded from
the following link: http://axzon.eu/wp-content/uploads/2017/03/Axzon_CSR_2016.pdf.

In 2016, Axzon launched the implementation of Global GAP (Good Agricultural Practice) certification, which
is a recognized international standard for food security, environment and animal welfare. The certifications
process is expected to be completed during 2017.
Sustainability is another keyword for Axzon, and it is a concept that is incorporated into everything the
company does. The core of Axzon’s sustainability concept is the unique farm to fork concept, which not only includes a fully integrated production in the ordinary sense, but also entails the use of pig manure for
energy production in the company's biogas plants. These facilities supply energy to the farms, which then
use the "degassed" solid manure to fertilize the fields, where feed cereal is planted for the animals. This
concept is the reason why, for the fourth consecutive year, Axzon in Poland, where the majority of the
company's operations are conducted, has been certified for "Zero CO2 emissions" by the German certification authority, TÜV.
Certification was also obtained in 2016 from the prestigious American Humane Association in connection
with a collaboration between Poldanor and Prime Food to produce and market the so-called RWA pig, which
was mentioned above.
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7. Expectations for the future
Due to the low prices in the first half of the year, Axzon delivered results in 2016 that were below expectations for a normal year. At the beginning of 2017, it appears that pig prices are again moving towards a
more normal level. In 2016, the result was partly affected by rising pork prices in the second half of the
year. In 2017, the same end-adjustment of pig prices is not expected. On the other hand, the average pig
price is expected to be higher than in 2016. The DAN KUB farm in Krasnodar is not expected to sell pigs in
2017.

The sale of pigs is expected to be around 1.25 m pigs in 2017.

Turnover is expected to be in the range of DKK 1.75 bn, with an EBITDA of approximately +25% and a net
profit of almost 12,5% of turnover. Exchange rate adjustments should be added to or subtracted from this.
In addition to the slightly increasing pork prices, expectations are based on the improved conditions for biogas production in Poland and Ukraine being maintained, on reasonably competitive pressures in the
slaughterhouse industry, and on largely unchanged prices for cereals and oilseed crops.
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Consolidated Income Statement 1 January – 31 December
Note
____

2016
DKK’000
___________

2015
DKK’000
___________

Revenue

4

1,391,385

1,275,255

Change in fair value of biological assets

5

48,794

52,854

Grants and other income

6

53,396
___________

41,903
___________

1,493,575

1,370,012

6,427

8,581

Total revenue

Changes in inventories of finished goods and work in progress
Cost of materials and services
Other external expenses
Gross profit/loss

Staff expenses

7

(24,652)
___________

(22,498)
___________

(188,419)
___________
343,793

8

EBITDA incl. special items

(16,029)
___________
327,764

Depreciation and impairment of fixed assets

(156,162)
___________

Profit/loss before financial expenses and tax

Financial income

(890,968)

532,212

EBITDA excl. special items

Special items

(943,138)

9

465,127

(181,523)
___________
283,604

0
___________
283,604

(120,519)
___________

171,602

163,085

1,719

4,001

Financial expenses

10

(65,130)

(52,263)

Exchange adjustments

11

(13,051)
___________

(69,507)
___________

Profit/loss before tax

Corporation tax
Net profit/loss for the year

95,140

12

45,316

336
___________

(4,163)
___________

95,476
___________

41,153
___________

95,554

41,122

Distribution of profit for the year
Group shareholders
Non-controlling interests

(78)
___________

31
___________

95,476
___________

41,153
___________
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Consolidated Statement of Comprehensive Income
1 January – 31 December
Note
____
Net profit/loss for the year

2016
DKK’000
_______
95,476

2015
DKK’000
_______
41,153

Items that may be reclassified subsequently to profit or loss
Exchange adjustments of foreign enterprises

(28,577)

(186,155)

Revaluation of land, buildings, leasehold improvements and plant
and machinery

(8,805)
_______

113,568
_______

Total comprehensive income

58,094
_______

(31,434)
_______

59,336

(29,986)

(1,242)
_______

(1,448)
_______

58,094
_______

(31,434)
_______

Items that may not be reclassified subsequently to profit or loss

Distribution of total comprehensive income
Group shareholders
Non-controlling interests
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Consolidated Statement of Financial Position

Goodwill

Note
____

31.12
2016
DKK’000
___________

31.12
2015
DKK’000
___________

13

99,242
___________

84,146
___________

99,242
___________

84,146
___________

Intangible assets

Land and buildings

14

1,422,708

1,380,632

Leasehold improvements

14

127,552

146,140

Plant and machinery

14

436,453

463,604

Other fixtures and fittings, tools and equipment

14

129,818

135,328

Property, plant and equipment in progress

14

97,866
___________

141,039
___________

2,214,397
___________

2,266,743
___________

7,509
___________

4,632
___________

7,509
___________

4,632
___________

120,740
___________

130,650
___________

Biological assets

120,740
___________

130,650
___________

Non-current assets

2,441,888
___________

2,486,171
___________

Property, plant and equipment

Non-current investments

15

Fixed asset investments

Biological assets, basic herd

16

Biological assets - sales herd

16

215,310

170,074

Biological assets - arable, crop production

16

49,489

53,893

Inventories

17

231,317
___________

219,089
___________

496,116
___________

443,056
___________

67,110

79,117

6,778

6,778

59,323

43,540

Prepayments

17,345
___________

13,113
___________

Receivables

150,556
___________

142,548
___________

Cash at bank and in hand

74,728
___________

57,082
___________

Current assets

721,400
___________

642,686
___________

Assets

3,163,288
___________

3,128,857
___________

Biological assets and inventories

Trade receivables

18

Receivables from associates
Other receivables

18
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Consolidated Statement of Financial Position

Note
____

31.12
2016
DKK’000
___________

31.12
2015
DKK’000
___________

19

531,118

531,118

(561,563)

(534,228)

625,752

634,557

1,126,090
___________

1,031,657
___________

1,721,397

1,663,104

Non-controlling interest’s share of equity

14,042
___________

10,241
___________

Equity

1,735,439
___________

1,673,345
___________

Share capital
Reserve for exchange adjustments
Asset revaluation surplus
Retained earnings
Equity attributable to owners of the Company

Provision for deferred tax

20

4,774

5,488

Other provisions

21

3,483

1,446

Credit institutions

22

475,652

393,848

0

1,693

Non-current trade payables
Subordinate loan capital

22

140,000

130,000

Deferred income

23

10,069
___________

11,139
___________

633,978
___________

543,614
___________

22

303,034

346,622

1, 22

328,254

414,000

Trade payables

65,535

58,282

Interest bearing payables to group enterprise

13,195

22,992

0

0

2,682

5,209

76,070

61,984

5,101
___________

2,808
___________

Short-term liabilities

793,871
___________

911,897
___________

Liabilities

1,427,849
___________

1,455,512
___________

Liabilities and equity

3,163,288
___________

3,128,857
___________

Long-term liabilities

Credit institutions – ordinary
Credit institutions – technical, not binding*

Corporation tax
Other provisions

21

Other payables
Deferred income

*) Please see note 1

23
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Consolidated Statement of Changes in Equity
1 January – 31 December
Reserve
for
exchange

Asset

Share

adjust-

Retained revaluation

capital

ments

earnings

surplus

Noncontrolling

Total

interest

equity

Total

_______
DKK’000 _______
DKK’000 _______
DKK’000 _______
DKK’000 _______
DKK’000 _______
DKK’000
_______
DKK’000
Equity at 1 January 2015

Net profit/loss for the year

531,118
_______(351,829)
_______ 961,931
_______ 551,853
_______1,693,073
_______

0

0

41,122

0

41,122

11,689
1,704,762
_______
_______

31

41,153

Other comprehensive income

0 (182,399)
0
111,308
(71,091) _______
(1,479)
(72,570)
_______
_______ _______
_______
_______
_______

Comprehensive income for the year 2015

0 (182,399)
41,122 111,308
(29,969) _______
(1,448)
(31,417)
_______
_______ _______
_______ _______
_______

Realisation of revaluation surplus

0

0

28,604

(28,604)

0

0

0

Dividend

0
0
0
0
0
0
_______
_______
_______
_______
_______
_______
_______0

Equity at 31 December 2015

531,118
_______(534,228)1,031,657
_______ _______ 634,557
_______1,663,104
_______

10,241
1,673,345
_______
_______

Equity at 1 January 2016

531,118
_______(534,228)1,031,657
_______ _______ 634,557
_______1,663,104
_______

10,241
1,673,345
_______
_______

Net profit/loss for the year

0

0

95,554

0

95,554

(78)

95,476

Other comprehensive income

0
(27,335) _______
0
(8,805) _______
(36,140) _______
(1,242)
(37,382)
_______
_______
_______
_______

Comprehensive income for the year 2016

0
(27,335) _______
95,554
(8,805) _______
59,414
(1,320)
58,094
_______
_______
_______
_______
_______

Disposal of partial interests in subsidary

0

0

Realisation of revaluation surplus

0

0

(1,121)
0

0
0

(1,121)
0

5,121

4,000

0

0

Dividend

_______
0
_______
0
_______
0
_______
0
_______
0
_______
0
_______0

Equity at 31 December 2016

531,118
_______(561,563)
_______1,126,090
_______ 625,752
_______1,721,397
_______

14,042
1,735,439
_______
_______
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Note
____
Net profit/loss for the year
Adjustment for non-cash items and interest, etc.
Change in working capital, including herd
Cash flows from operating activities before financial income

Interest received
Interest paid
Cash flows before tax

31.12
2016
DKK’000
___________

31.12
2015
DKK’000
___________

95,476

41,153

189,907

216,891

5,529
___________

(43,749)
___________

290,912

214,295

2,551

2,458

(65,801)
___________
227,662

(54,668)
___________
162,085

Corporation tax paid

(761)
___________

(560)
___________

Cash flows from operating activities

226,901
___________

161,525
___________

Fixed asset investments made
Purchase of property, plant and equipment
Purchase of intangible assets
Sale of fixed asset investments

(2,025)

(79)

(149,058)

(258,419)

0

(45)

56

101

Sale of property, plant and equipment

12,318
___________

4,710
___________

Cash flows from investing activities

(138,709)
___________

(253,732)
___________

Raising of loans from credit institutions

159,327

316,984

Repayment of debt to credit institutions

(233,017)

(248,613)

Change in balances with ultimate parent

(203)

(2,226)

Dividend

(715)

0

Proceeds on disposal of partial interests in a subsidary
That does not involve loss of control

4,000
___________

0
___________

Cash flows from financing activities

(70,608)
___________

66,145
___________

Change in cash and cash equivalents

Cash and cash equivalents 1 January

17,584

(26,062)

57,082

106,090

Exchange adjustment, beginning, cash and cash equivalents

62
___________

(22,946)
___________

Cash and cash equivalents at 31 December

74,728
___________

57,082
___________

Cash and cash equivalents include cash at bank and in hand
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1. Going concern and classification of debt to credit institutions
As at 31 December 2016, the Group had DKK 1,107 million of borrowings from credit institutions. As at 31
December 2016, the Group was in breach of certain financial covenants under a number of bank loans totalling DKK 328 million mostly due to sharp devaluation of the currency in Russia and Ukraine and pig price
development beginning of 2016. Prior to the reporting date, the Group started discussions with banks
about obtaining waivers of rights to require compliance with the expected breached covenants. The Group
did not receive waivers before 31 December 2016. Shortly thereafter, they received the waivers based on a
draft audit report. According to the rules of IFRS, Management has classified the related whole related loan
amount of DKK 328 million as short-term debt, “Credit institutions – technical, not binding”. Waivers received after period-end for loans totalling DKK 328 million are, according to IFRS regulations, considered
non-adjusting events and therefore cannot lead to reclassification of the loans back from short-term debt
to long-term debt as at 31 December 2016, although according to the loan agreements the banks were
never in a position to legally require repayment of the loans.
Based on the waivers received in 2017, Management concludes that it is appropriate to prepare the consolidated financial statements on a going concern basis.
The below Statement of Financial Position shows the real position of long-term debt and short-term debt
according to loan agreements with banks reflecting the fact that waivers were already received before approval of the annual report for 2016. This states the financial position of equity and liabilities as if the
Group did not have to reclassify long-term debt in amounts DKK 328 million to short-term debt according
to IFRS rules.
31.12.2016

31.12.2015

DKK’000
___________

DKK’000
___________

1,735,439
___________

1,673,345
___________

803,906

807,848

Other long-term liabilities

158,326
___________

149,767
___________

Long-term liabilities

962,232
___________

957,615
___________

303,034

346,622

Other short-term liabilities

162,583
___________

151,276
___________

Short-term liabilities

465,617
___________

497,898
___________

Liabilities

1,427,847
___________

1,455,513
___________

Liabilities and equity

3,163,288
___________

3,128,857
___________

Equity

Credit institutions

Credit institutions
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2. Business and background
Axzon is a pig producing company producing on sustainable and environmental friendly principles. The basis for the production is a sow herd of 41,547 with 54% in Poland, 34% in Ukraine and 12% in Russia. The
number of sows has declined compared to 2015 due to the destruction of 2,700 sows as a result of the ASF
outbreak. The sales herd is around 546k pigs with a yearly sale of around 1.3m pigs.

To secure environmental balance, Axzon cultivates 28,000 hectares of land with different sorts of grains, oil
crops and silage. The level of self-sufficiency with crops for the feed production is smaller in Poland, on level in Russia and larger in Ukraine.

Further to reduce the environmental impact, several biogas plants have been built in connection to the pig
farms, and the Company now has a total production capacity of 75m kWh. 86% of the capacity is placed in
Poland, the rest in Ukraine.

In Poland, Axzon has a slaughterhouse with a yearly slaughter capacity of 600 thousand pigs. The main
products are processed meat and fresh meat in MAP packages. Besides these products, about 48% of the
meat is sold as deboned meat.

In combination with a small production of cattle and milk in Poland and Ukraine, Axzon is an agricultural
enterprise, with both primary agricultural production as well as fully integrated production of meat from
"field to fork".
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3. Significant accounting estimates and assessments in accounting policies
Revaluation of fair value of property, plant and equipment
The Group’s land and buildings, leasehold improvements and plant and machinery are revalued at fair
value. Revaluations of property, plant and equipment are recognized in fair-value hierarchy Level 3 using
either a market-based approach or replacement cost approach. Results of the revaluation based on the replacement cost approach were compared with a revaluation performed using the income approach to check
for impairment indicators of revalued assets, if any.

Revaluations are carried out with sufficient regularity to ensure the carrying amount does not differ materially from that which would be determined using fair value at the end of the reporting period.

Due to the ASF outbreak in DAN KUB farm in Krasnodar, Russia and the one year quarantine, the valuation
has shown a decrease of fair value, and a reversal of prior year’s revaluation of DKK 9 million has been
recognized through Other Comprehensive Income.

The latest valuation in Poland was carried out end of 2014 as no significant price changes have taken place
in Poland during 2015 or 2016.

The valuations in Ukraine are based on detailed analysis of replacement costs combined with a DCF model
to support the fair value assessment. Due to the special circumstances in Ukraine relating to the political
turmoil and the historically low prices of pork meat being way below European level, the expectations regarding timing and level of future profit are based on significant accounting estimates and projections of
future profit. Based on the results of this review, the Group concluded not to change the revaluations in
2016. Key assumptions used in the DCF model include:
•

increase of pork prices to European level during a forecast period of five years due to expected structural changes in Ukraine

•

normalization of EBITDA margins in the terminal period based on conservative external benchmarks for
pig production. A decrease of EBITDA margin in the terminal period by 3% would indicate a decrease in
fair value in the level of DKK 45 million.

•

a WACC of 11.4% based on current market conditions in Ukraine, including risk premiums for market,
liquidity and country based on acknowledged external sources. An increase of WACC by 1% would indicate a decrease in fair value in the level of DKK 40 million.

•

All inputs and forecasted cashflows including the WACC are excluded from changes due to inflation

The total fair value of land and buildings, leasehold improvements and plant and machinery amounted to
DKK 1,987 million at 31 December 2016 (DKK 1,996 million at 31 December 2015).

Axzon A/S

44

Notes to the Consolidated Financial Statements
3. Significant accounting estimates and assessments in accounting policies (continued)
Fair value of biological assets
The Group's biological assets are measured at fair value less estimated costs to sell at each balance sheet
date. The fair value of slaughter pigs is based on the existence of an active market for these, including
quotations and prices. The market price is based on the Group's realised sales prices per kg live weight in
December 2016 on the local existing markets, and all finishers are valued at this price per kg based on
their average weight.

The fair value of the basic herd is measured on the basis of current market prices for animals of the same
age, breed and genetic heritage on the nearest market place. Measurement is based on an average between the market price of young females purchased and the slaughter value of a sow.

For crops sown in the autumn, the Group estimates that there was no material biological transformation at
31 December compared with the time of sowing, and therefore these biological assets are measured at
cost, which corresponds to the fair value.

Biological assets were measured at a total of DKK 386 million at 31 December 2016 (DKK 355 million at 31
December 2015).

Useful lives of property, plant and equipment
The Group determines the useful lives of property, plant and equipment on the basis of knowledge of the
trade and expected economic life, which is reassessed on an annual basis.

Property, plant and equipment were measured at a total of DKK 2,214 million at 31 December 2016 (DKK
2,267 million at 31 December 2015).
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2016
DKK’000
___________

2015
DKK’000
___________

Pig production

973,222

901,795

Arable production

142,989

83,470

27,364

29,257

774,259

714,427

45,205
___________

21,845
___________

1,963,039

1,750,794

(571,654)
___________

(475,539)
___________

1,391,385
___________

1,275,255
___________

Russia

165,029

131,597

Poland

951,648

828,363

274,708
___________

315,295
___________

1,391,385
___________

1,275,255
___________

Slaughter pigs

37,813

17,164

Crop production

(2,127)

4. Revenue
Business areas:

Biogas
Slaughterhouse
Other

Intra-group trade between the business areas

Geography:

Ukraine

5. Gains/losses in changes in the fair value of biological assets
Current biological assets

5,988

Non-current biological assets
Basic herd of pigs

13,108
___________

29,702
___________

48,794
___________

52,854
___________

9,446

10,833

979

1,251

7,069

12,099

24,435

0

11,467
___________

17,720
___________

53,396
___________

41,903
___________

6. Grants and other income
EU hectare support
Biogas
Ukrainian VAT grant
Energy certificate
Other income
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2016
DKK’000
_______

2015
DKK’000
_______

168,708

165,359

328

322

22,522
_______

21,508
_______

191,558

187,189

7. Staff costs
Wages and salaries
Pensions
Other social security expenses

Wages and salaries capitalised under fixed assets

Remuneration to the Executive Board
Remuneration to the Board of Directors

Average number of employees

(3,139)
_______

(5,666)
_______

188,419
_______

181,523
_______

3,450

3,200

1,516
_______

1,283
_______

4,966
_______

4,483
_______

2,350
_______

2,423
_______

8. Special items
Costs incurred in connection with the ASF outbreak:
Costs related to disposal of pigs
Costs related to extensive cleaning of the farm
Government grants etc. for eradication of ASF

(29,607)

0

(3,836)

0

17,414
_______

0
_______

(16,029)
_______

0
_______

Special items comprise costs incurred in connection with the ASF outbreak at the farm in Krasnodar in
2016. The costs relate to expropriation of all pigs and extensive cleaning of the farm prior to the subsequent quarantine. The authorities in Russia have approved a compensation for the expropriation. The compensation is recognised as a receivable.

If the special items had been recognised in operating profit before special items, they would have been included in the following items:
Special
items
DKK’000
_______
Change in fair value of biological assets
Grants and other income
Costs of materials and services

Before
special
items
DKK’000
_______

(14,760)

34,034

16,525

69,021

(17,794)

(960,932)
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2016
DKK’000
_______

2015
DKK’000
_______

9. Financial income
Interest
Loans and receivables

1,719

2,311

0
_______

1,690
_______

1,719
_______

4,001
_______

65,130

52,263

0
_______

0
_______

65,130
_______

52,263
_______

13,051
_______

69,507
_______

13,051
_______

69,507
_______

152

369

Other financial income
Fair value gains

10. Financial expenses
Interest
Loans and payables

Other financial expenses
Fair value losses

11. Exchange rate adjustments
Loans and payables

12. Tax on profit for the year
Current tax for the year
Deferred tax for the year

(488)
_______

3,794
_______

(336)
_______

4,163
_______

Tax on profit for the year is specified as follows:
Calculated 22% tax on profit for the year before tax

20,930

10,649

Tax effect of:
Tax-exempted profit on agricultural activities abroad
Adjustment valuation deferred tax
Differences in tax rates compared with Denmark
Non-taxable income and expenses

Effective tax rate for the year

(15,891)

(5,699)

(100)

(60)

(3,909)

184

(1,366)
_______

(911)
_______

(336)
_______

4,163
_______

0.4%
_______

9%
_______
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Goodwill
DKK’000
_______
13. Intangible assets
2015
Cost at 1 January

95,151

Exchange adjustment at balance sheet date rates

(11,005)
_______

Cost at 31 December

84,146
_______

Impairment losses at 1 January

0

Impairment losses for the year

0
_______

Impairment losses at 31 December

0
_______

Carrying amount at 31 December 2015

84,146
_______

2016
Cost at 1 January

84,146

Exchange adjustment at balance sheet date rates

15,096
_______

Cost at 31 December

99,242
_______

Impairment losses at 1 January

0

Impairment losses for the year

0
_______

Impairment losses at 31 December

0
_______

Carrying amount at 31 December 2016

99,242
_______

Goodwill relates to Poldanor S.A., Danosha Ltd. and Dan-Invest LLP. For all companies, an impairment test
in respect of goodwill has been carried out at 31 December 2016 based on the calculation of value in use.
The impairment test was performed through calculation of value based on a DCF model. The DCF model
used as basis for impairment has 4 years (2017-2020) as budget periods. There is no growth in the terminal period. Instead it has been set as the same as budget year 2020. There is no general growth in the
budget period, which instead is based on the approved and actual budget by Management for 2017-2020.
For Poldanor S.A. discount rate before tax was 7.8% (2015: 7.8%); For Danosha Ltd. discount rate before
tax was 11% (2015: 11%); For Dan-Invest LLP discount rate before tax was 11% (2015: 11%). No growth
has been recognised after the budget period. The applied WACC and budgets are excluded from changes
due to inflation.
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13. Intangible assets (continued)
As mentioned in the management review, the feed to meat ratio has been extraordinarily low in 2016. The
budgets are made from the expectation that the ratio also is extraordinarily low in 2017 but after that will
return to a level close to the average for the last 20 years.

CGUs identified and used for allocation of goodwill and impairment testing is based on countries as the
countries are viewed as the smallest unit that generates identifiable cash flows. This approach has only two
exceptions which is Prime Food and Poldanor. Both entities are located in Poland. The activities are, however, very different in nature, and thus Management considers them two separate CGUs. The activity of
Primo Food is slaughtering while Poldanor's primary activity is the production of pigs.
The CGUs are Dan-Invest LLC (Russia), Danosha Ltd. (Ukraine) and Poldanor S.A. (Poland).

The carrying amount of goodwill is specified as follows:
2016

2015

DKK’000
___________

DKK’000
___________

Dan-Invest LLC

81,665

65,634

Poldanor S.A.

13,932

14,547

Danosha Ltd.

3,645
___________

3,965
___________

99,242
___________

84,146
___________
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Leasehold
Land and improveTotal
buildings ments etc. properties
DKK’000 _________
DKK’000 _________
DKK’000
_________
14. Property, plant and equipment
2015
Cost or valuation at 1 January
Exchange adjustment at balance sheet date rates
Additions for the year

1,328,281
(116,330)
106,671

162,493
3,115
0

1,490,774
(113,215)
106,671

Disposals for the year

(3,479)

0

(3,479)

Revaluation adjustment

29,552

0

29,552

(10,918)

0

(10,918)

Elimination depreciation revaluations
Reclassification/transfer

75,455 _________
(12,500) _________
62,955
_________

Cost or valuation at 31 December

1,409,232
_________

153,108 1,562,340
_________
_________

Depreciation at 1 January

0

0

0

Exchange adjustment at balance sheet date rates

0

0

0

Depreciation for the year

38,526

9,347

47,873

Depreciation disposals for the year

(1,744)

0

(1,744)

(10,918)

0

(10,918)

Elimination depreciation revaluations
Reclassification/transfer

2,737 _________
(2,380) _________
357
_________

Depreciation at 31 December

28,601 _________
6,967 _________
35,568
_________

Carrying amount at 31 December 2015

1,380,632
_________

Interest capitalized for the year calculated at an
interest rate of between 5% and 15%

985 _________
0 _________
985
_________

Assets provided as security for debt

1,125,767 _________
0 _________
1,125,767
_________

146,140 1,526,772
_________
_________
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Leasehold
Land and improveTotal
buildings ments etc. properties
DKK’000 _________
DKK’000 _________
DKK’000
_________
14. Property, plant and equipment (continued)
2016
Cost or valuation at 1 January
Exchange adjustment at balance sheet date rates

1,380,632
(10,701)

Additions for the year

75,568

Disposals for the year

(1,578)

Revaluation adjustment
Elimination depreciation revaluations

(10,210)
0

146,140
(6,169)
0
(2,286)
0
0

1,526,772
(16,870)
75,568
(3,864)
(10,201)
0

Reclassification/transfer

37,208 _________
(2,519) _________
34,689
_________

Cost or valuation at 31 December

1,470,919
_________

135,166 1,606,085
_________
_________

Depreciation at 1 January

0

0

0

Exchange adjustment at balance sheet date rates

0

0

0

49,370

7,874

57,244

Depreciation for the year
Depreciation disposals for the year
Elimination depreciation revaluations

(585)
0

(274)
0

(859)
0

Reclassification/transfer

(574) _________
14 _________
(560)
_________

Depreciation at 31 December

48,211 _________
7,614 _________
55,825
_________

Carrying amount at 31 December 2016

1,422,708
_________

Interest capitalized for the year calculated at an
interest rate of between 5% and 15%

860 _________
0 _________
860
_________

Assets provided as security for debt

605,614 _________
0 _________
605,614
_________

127,552 1,550,260
_________
_________
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Other fixtures Property
and fittings plant and
Plant and
tools and equipment
machinery equipment in progress
DKK’000 _________
DKK’000 _________
DKK’000
_________

14. Property, plant and equipment (continued)
2015
Cost or valuation at 1 January

394,143

233,525

215,961

Exchange adjustment at balance sheet date rates

(50,942)

(18,512)

(12,252)

Additions for the year

50,834

37,194

Disposals for the year

(1,069)

Revaluation adjustment

82,259

Elimination depreciation revaluations

(14,334)

(10,977)
(966)
0

228,239
(1,625)
0
0

Reclassification/transfer

30,926 _________
31,993 _________
(289,284)
_________

Cost or valuation at 31 December

491,817 _________
272,257 _________
141,039
_________

Depreciation at 1 January

0

Exchange adjustment at balance sheet date rates

0

Depreciation for the year
Depreciation disposals for the year
Elimination depreciation revaluations

49,170
(588)
(14,334)

117,395

0

(5,281)

0

27,512

0

(8,373)

0

0

0

Reclassification/transfer

(6,033) _________
5,675 _________
0
_________

Depreciation at 31 December

28,215 _________
136,928 _________
0
_________

Carrying amount at 31 December 2015

463,604 _________
135,328 _________
141,039
_________

Assets under finance lease amount to

0 _________
2,930 _________
0
_________

Assets provided as security for debt

199,578 _________
18,547 _________
0
_________
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Other fixtures Property
and fittings plant and
Plant and
tools and equipment
machinery equipment in progress
DKK’000 _________
DKK’000 _________
DKK’000
_________

14. Property, plant and equipment (continued)
2016
Cost or valuation at 1 January

463,604

135,328

Exchange adjustment at balance sheet date rates

(7,115)

(5,038)

Additions for the year

43,064

26,277

Disposals for the year

(7,874)

Revaluation adjustment

(5,301)

Elimination depreciation revaluations

0

(18,278)

141,039
4,453
139,602
(2,630)

0

0

0

0

Reclassification/transfer

5,990 _________
9,206 _________
(184,598)
_________

Cost or valuation at 31 December

492,368 _________
147,495 _________
97,866
_________

Depreciation at 1 January

0

0

0

Exchange adjustment at balance sheet date rates

0

0

0

Depreciation for the year

60,570

32,997

0

Depreciation disposals for the year

(5,001)

(15,264)

0

Elimination depreciation revaluations

0

0

0

Reclassification/transfer

346 _________
(56) _________
0
_________

Depreciation at 31 December

55,915 _________
17,677 _________
97,866
_________

Carrying amount at 31 December 2016

436,453 _________
129,818 _________
97,866
_________

Assets provided as security for debt

339,446 _________
16,002
_________

Revaluation of land and buildings, leasehold improvements and plant and machinery
Land and buildings, leasehold improvements and plant and machinery are measured at fair value. All of
these fair values are placed at level 3 in the fair value hierarchy as significant estimates are applied please refer to note 3 (significant accounting estimates and assessments in accounting policies). The revaluation process is based on qualified independent appraisers, and valuation techniques are the market and
replacement cost approach. The replacement cost approach is only used in cases where there was no possibility to use the market approach. The valuation process and results for measurement are reviewed and
approved by Group Management and the Audit Committee at least once every year.
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14. Property, plant and equipment (continued)
As at 31 December 2016 an independent valuation of the Group’s Land and buildings and Plant And machinery in Ukraine and Russia was performed by an independent appraiser. Fair value of the assets were
determined using the market comparable approach or the replacement cost approach. No significant
changes in fair value in Russia according to valuation except for the DAN KUB farm in Krasnodar, where the
ASF outbreak and following quarantine has led to a downward revaluation adjustment of DKK 16 million.
No significant changes in fair value in Ukraine according to valuation and the replacement cost approach.
Latest valuation in Poland was carried out end of 2014 and no significant price changes has taken place in
Poland during 2015 and 2016, whereby the valuation in 2014 is still considered appropriate.
Land and
buildings
DKK’000
___________

Plant and
machinery
DKK’000
___________

Total
DKK’000
___________

321,779

160,408

482,188

2015
Revaluation – part of cost or valuation
Revaluation – part of depreciation

(8,604)
___________

(20,000)
___________

(28,604)
___________

Revaluation surplus end of year

313,175
___________

140,408
___________

453,584
___________

333,825

209,524

543,349

2016
Revaluation – part of cost or valuation
Revaluation – part of depreciation

(2,835)
___________

(26,107)
___________

(28,942)
___________

Revaluation surplus end of year

330,990
___________

183,417
___________

514,407
___________

If land and buildings. leasehold improvements and plant and machinery were measured using cost model,
the carrying amounts would be:

Land and
buildings
DKK’000
___________

Plant and
machinery
DKK’000
___________

Total
DKK’000
___________

1,213,596
___________

323,195
___________

1,536,792
___________

1,219,270
___________

253,036
___________

1,472,306
___________

2015
Net carrying amount without revaluations

2016
Net carrying amount without revaluations
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2016
DKK’000
_______

2015
DKK’000
_______

15. Non-current investments
Other financial assets

4,609

3,632

Other non-current receivables

1,900
_______

0
_______

Cost at 31 December

6,509
_______

3,632
_______

Cost at 1 January

1,000
_______

1,000
_______

Cost at 31 December

1,000
_______

1,000
_______

Carrying amount at 31 December

7,509
_______

4,632
_______

1,000
_______

1,000
_______

Associates

The carrying amounts of investments in associates are specified as follows:
Sevel Slagteri A/S, Denmark, 40%
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Basic
herd
DKK’000
_______

Slaughter
pigs
DKK’000
_______

Total
herd
DKK’000
_______

115,318

173,258

288,576

9,840

757

10,597

0

189,149

189,149

8,239

403,870

412,109

(531,189)

(570,781)

16. Biological assets
Carrying amount at 1 January 2015

Movements 2015:
Additions from purchase
Additions from production
Gains/losses from change in fair value less
estimated costs to sell
Disposals from sales
Transfer between groups
Exchange adjustments
Carrying amount at 31 December 2015

(39,592)
48,195

(48,195)

(11,350)
_______

(17,576)
_______

0
(28,926)
_______

130,650
_______

170,074
_______

300,724
_______

1,918

73

1,991

10,038

370,517

380,555

Gains/losses from change in fair value

(13,692)

501,494

487,802

Disposals from sales

(34,945)

(802,475)

(837,420)

Movements 2016:
Additions from purchase
Additions from production

Transfer between groups
Exchange adjustments
Carrying amount at 31 December 2016

21,784

(21,784)

0

4,987
_______

(2,589)
_______

2,398
_______

120,740
_______

215,310
_______

336,050
_______

Additions for piglets are calculated as the value of weaners at standard rates.

Gain on changes in fair value comprises changes as a consequence of biological growth and price changes.
Disposals from sales and transfer amounts are calculated using the fair value per unit from previous period.
Transfer between groups covers pigs transferred to own breeding as young females.

Herd provided as security for loan from credit institution amounts to DKK 132 million at 31 December 2016
(2015: DKK 175 million).
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2016
DKK’000
_______

2015
DKK’000
_______

16. Biological assets (continued)
Crop production
Carrying amount at 1 January
Field expenses for the year
Gain on changes in fair value
Disposal from harvesting

53,893

47,410

157,269

145,627

4,256

10,502

(163,473)

(144,528)

Exchange adjustments

(2,456)
_______

(5,118)
_______

Carrying amount at 31 December

49,489
_______

53,893
_______

Total number of cultivated hectares

27,423
_______

27,021
_______

Number of cultivated hectares end of year

15,191
_______

14,976
_______

Current biological assets under crop production include winter crops sown in the autumn. Field expenses for
the year include expenses relating to biological transformation.

All biological assets are measured at fair value. All of these fair values are placed at level 3 in the fair value
hierarchy as significant estimates are applied - please refer to note 3 (significant accounting estimates and
assessments in accounting policies). The Group’s financial departments are responsible for performing the
valuation of fair value measurements including level 3 fair values of biological assets. Same valuation model and techniques are used every month in all companies. Valuation model includes market inputs from official prices and actual own sales prices on local market. The valuation process and results for recurring
measurement are reviewed and approved by Group Management at least once every quarter.
2016
DKK’000
_______

2015
DKK’000
_______

118,735

110,836

81,109

79,169

4,856

3,677

26,617
_______

25,407
_______

231,317
_______

219,089
_______

17. Inventories
Agriculture produce. grain and feed etc.
Raw materials and consumables
Work in progress
Finished goods and consumables

No write-down has been made on inventories.

The value of inventories provided as security for credit institutions amounts to DKK 25 million at 31 December 2015 (2015: DKK 26 million).
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2016
DKK’000
_______

2015
DKK’000
_______

18. Receivables
Trade receivables

68,617

80,691

Bad debt provision

(1,507)
_______

(1,574)
_______

Trade receivables, net

67,110
_______

79,117
_______

Other receivables

62,420

46,910

Bad debt provision

(3,097)
_______

(3,369)
_______

Other receivables, net

59,323
_______

43,541
_______

126,433
_______

122,658
_______

4,943

6,346

Total receivables

Write-down at 1 January
Exchange adjustments
Additions for the year

(339)

(1,511)

0

108

0

0

- Reversed

0
_______

0
_______

Write-down at 31 December

4,604
_______

4,943
_______

53,111,848

53,111,848

Capital increase

________0

________0

Number at 31 December

53,111,848
________

53,111,848
________

Disposals for the year:
- Applied

19. Share capital
The share capital comprises the following share classes:

A-shares:
Number at 1 January

No shares carry any special rights.
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2016
DKK’000
_______

2015
DKK’000
_______

20. Provision for deferred tax
Provision at 1 January

5,488

3,473

Adjustment for the year

(714)
_______

2,015
_______

Provision for deferred tax 31 December

4,774
_______

5,488
_______

The provision for deferred tax has been calculated at 19-22% corresponding to the expected tax rate.
Staff
obligations
DKK’000
_______
21. Other provisions
Other provision at 1 January
Exchange adjustment at balance sheet date rates
Provision for the year
Utilised provisions

6,655
(985)
4,733
(3,901)

Reversal of unutilised provisions

(337)
_______

Other provisions at 31 December

6,165
_______

Provisions are recognised in the balance sheet as follows
Long-term debt
Short-term debt

3,483
2,682
_______
6,165
_______

Other provisions relate to provision for voluntary social funds in foreign subsidiaries as well as provisions
for contribution-based redundancy schemes. Uncertainty in respect of the recognition primarily relates to
the unknown time horizon and the scope involved.
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2016
DKK’000
___________

2015
DKK’000
___________

59,386

25,200

416,266
___________

368,648
___________

475,652

393,848

303,034

346,622

328,254
___________

414,000
___________

1,106,940
___________

1,154,470
___________

22. Debt
Debt to credit institutions
Payable after 5 years
Payable between 2 and 5 years
Long-term debt

Short term - ordinary
Short term – technical, not binding

As at 31 December 2016, the Group had DKK 1,107 million of borrowings from credit institutions. As at 31
December 2016, the Group was in breach of certain financial covenants under a number of bank loans totalling DKK 328 million mostly due to pig price development in 2015 and 2016. Prior to the reporting date,
the Group started discussions with banks about obtaining waivers of rights to require compliance with the
expected breached covenants. The Group did not receive waivers until after 31 December 2016 based on a
draft audit report. According to rules of IFRS, Management has classified the related loan amount of totally
DKK 328 million as short-term debt. Waivers received after period-end for loan totalling DKK 328 million
are considered non-adjusting events according to IFRS regulations and therefore cannot lead to reclassification of the loans back from short-term debt to long-term debt as at 31 December 2016 although the
banks according to the loan agreements were never in a position to legally require repayment of the loans.

Note 1 includes a Statement of Financial Position, which shows the real position of long-term debt and
short-term debt according to loan agreements with banks reflecting the fact that waivers were received before approval of the annual report for 2016. This states the financial position of equity and liabilities as if
the Group did not have to reclassify long-term debt in amounts DKK 328 million to short-term debt according to IFRS rules.
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22. Debt (continued)
Debt to credit institution – interest exposure

Carrying
amount
DKK’000
_______

Interest
binding
period
months
_______

Average
effective
interest
in %
_______

Loans with fixed interest:
EUR

11,671

12-48

0%

UAH

8,595

12-13

16-24%

RUB

199,189

12-60

15%

Loans with variable interest:
USD

3,661

6

3%

EUR

577,891

1-6

3-11%

PLN

223,823

1-3

4%

DKK

22,448

3

4%

For more information on exposure to interest rate, foreign currency risk and information on financial risk,
we refer to note 25.
2016
DKK’000
_______

2015
DKK’000
_______

Subordinate loan capital
Payable after 5 years

50,000

60,000

90,000
_______

70,000
_______

Long-term debt

140,000

130,000

Short-term debt

10,000
_______

20,000
_______

150,000
_______

150,000
_______

Payable between 1 and 5 years

Subordinate loan capital from Polen Invest A/S, DKK 150 million, is repaid according to the financial position of the Company, and up until 2016 with a maximum of DKK 20 million per year. The Company has intention to repay the loan entirely or partly during 2018 if the financial position of the Company allows it.
In 2012, the Industrialisation Fund for Developing Countries (IFU) contributed EUR 2 million in share capital to Axzon A/S's subsidiary Danosha Ltd. Based on exit agreement between Axzon A/S and IFU with
put/call option. The subordinate loan capital to IFU carries interest under the exit agreement concluded between IFU and Axzon A/S.
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2016
DKK’000
_______

2015
DKK’000
_______

23. Deferred income
Deferred income primarily relates to grants for the construction of biogas production
in Poland. Grants are recognised as income concurrently with the underlying fixed assets being depreciated.

Short-term part

5,101

2,808

10,069
_______

11,139
_______

15,170
_______

13,947
_______

Within 1 year

28,561

59,661

Between 2-5 years

19,675

47,751

30,036
_______

54,187
_______

78,272
_______

161,599
_______

Long-term part

24. Contingent liabilities and other financial obligations
Lease and rent obligations in the period of non-terminability

After 5 years

The leases and rent obligations have been established for a fixed period. The annual lease payment is adjusted according to the price of wheat. The obligations relating to the leases have been calculated on the
basis of the wheat prices for 2016.

The Group has provided cross surety for debt within the Group.

Axzon A/S is jointly taxed with its parent, Polen Invest A/S, which acts as administration company, and has
joint and several liability together with other jointly taxed group entities for the payment of income tax for
the income year 2013 onwards as well as for withholding taxes on interest, royalties and dividends falling
due for payment on or after 1 July 2012. Tax payable for the joint taxation amounts to DKK 0 at 31 December 2016 (DKK 0 at 31 December 2015).

Apart from this, the Group has no contingent liabilities except for what is usual for the line of business.
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25. Financial risks
Credit risks
The Group is exposed to credit risks on receivables. The Group considers the credit risk to be low.
The Group's maximum credit risk is the sum of receivables recognised.

Outstanding receivables are followed-up upon on a current basis in accordance with Group procedures. If it
is uncertain whether a customer is able or willing to pay, and the receivable is deemed doubtful, the receivable is written down.

Overdue balances on trade receivables break down as follows at 31 December 2016:
0-15 days
DKK’000
_______

Overdue receivables not impaired
Overdue receivables impaired

Write-down

16-30 days 30-45 days
DKK’000
DKK’000
_______
_______

> 45 days
DKK’000
_______

Total
DKK’000
_______

19,852

1,625

0

7,154

28,631

0
_______

0
_______

0
_______

0
_______

0
_______

19,852

1,625

0

7,154

28,631

0
_______

0
_______

0
_______

(1,507)
_______

(1,507)
_______

19,852
_______

1,625
_______

0
_______

5,647
_______

27,124
_______

> 45 days
DKK’000
_______

DKK’000
_______

Overdue balances on trade receivables break down as follows at 31 December 2015:
0-15 days
DKK’000
_______

Overdue receivables not impaired
Overdue receivables impaired

Write-down

16-30 days 30-45 days
DKK’000
DKK’000
_______
_______

Total

12,713

3,946

139

5,758

22,556

0
_______

0
_______

0
_______

0
_______

0
_______

12,713

3,946

139

5,758

22,556

0
_______

0
_______

0
_______

(1,574)
_______

(1,574)
_______

12,713
_______

3,946
_______

139
_______

4,184
_______

20,982
_______
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25. Financial risks (continued)
Liquidity risk
The Group ensures adequate cash resources by entering into framework agreements in respect of current
overdraft facilities. Existing agreements subject to time limitation are irrevocable on the part of the banks
prior to maturity unless there is a breach of the terms of the loans according to the loan agreements.

In case of a breach of the terms of the loans, the Group has a right to remediate causes of breach without
undue delay, and failing that, the bank is entitled to cancel the entire or part of the facility.

The maturity analysis is disclosed according to category and class broken down on maturity period.
Calculation of interest payments on floating-rate obligations is based on the interest rate at the balance
sheet date.

Maturity analysis at 31 December 2016 excluding future interest payments:
Without agreed

DKK’000

Carrying

Fair

<1 year _______
1-5 year _______
>5 year settlement
Total
amount _______
Value
_______
_______ _______
_______

Measured at amortised cost:
Credit institutions
Credit institutions – covenants breach*

557,383

571,236

94,372

0 1,222,991 1,107,336 1,107,336

(328,254)

328,254

0

0

0

0

0

Payables to group companies**

13,195

80,000

60,000

0

153,195

153,195

153,195

Trade payables

65,535

0

0

0

65,535

65,535

65,535

Other short-term payables

75,197 _______
0 _______
0 _______
0 _______
75,197 _______
75,197 _______
75,197
_______

Financial liabilities

383,056 _______
979,490 _______
154,372 _______
0 1,516,918
_______
_______ 1,401,263
_______ 1,401,263
_______

Receivables:
Receivables from related companies

6,778

0

0

0

6,778

6,778

6,778

Trade receivables

67,110

0

0

0

67,110

67,110

67,110

Other receivables

76,668

0

0

0

76,668

76,668

76,668

Cash at bank and in hand

74,728 _______
0 _______
0 _______
0 _______
74,728 _______
74,728 _______
74,728
_______

Financial assets

_______
225,284 _______
0 _______
0 _______
0 _______
225,284 _______
225,284 _______
225,284

Net Cash Outflow

_______
(157,775) _______
(979,490) _______
(154,372) _______
0 _______
(1,291,634) _______
(1,175,979) _______
(1,175,979)
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Maturity analysis at 31 December 2015 excluding future interest payments:
Without agreed

DKK’000

Carrying

Fair

<1 year _______
1-5 year _______
>5 year settlement
Total
amount _______
Value
_______
_______ _______
_______

Measured at amortised cost:
Credit institutions
Credit institutions – covenants breach*

788,050

422,722

31,624

0

1,242,396

1,154,470

1,154,470

(414,000)

414,000

0

0

0

0

0

Payables to group companies**

23,010

80,000

50,000

0

153,010

152,992

153,010

Trade payables

87,242

474

0

0

87,716

57,467

57,941

Other short-term payables

_______
49,483 _______
0 _______
0 _______
0 _______
49,483 _______
70,817 _______
69,199

Financial liabilities

_______
513,785 _______
917,196 _______
81,624 _______
0 _______
1,532,605 _______
1,435,746 _______
1,434,620

Receivables:
Receivables from related companies

6,778

0

0

0

6,778

6,778

6,778

Trade receivables

79,117

0

0

0

79,117

79,117

79,117

Other receivables

56,330

0

0

0

56,330

56,330

56,330

Cash at bank and in hand

_______
57,082 _______
0 _______
0 _______
0 _______
57,082 _______
57,082 _______
57,082

Financial assets

_______
199,307 _______
0 _______
0 _______
0 _______
199,307 _______
199,307 _______
199,307

Net Cash Outflow

_______
(334,478) _______
(917,196) _______
(81,624) _______
0 _______
(1,333,298) _______
(1,236,116) _______
(1,234,990)

*) Subsequent to the balance sheet date but before the approval of Annual Report 2016, Axzon has received waivers for breached covenants, whereas the effect of classification of long-term and short-term in
regard to covenants breach is eliminated in maturity analyses above, and the repayment within 1 year for
credit institutions is the original contractual maturity. See also note 1.

The cash needs are expected to be covered by current cash surplus generated from operations, undrawn
credit facilities and extension of short-term credits. Subordinate loan capital is repaid according to the financial position of the Company. Inventories and biological assets are not included in the maturity analysis
above.

**) As stated in note 22, the Company’s subordinated loan from Polen Invest A/S is repaid according to the
financial position of the Company, and up until 2016 with a maximum of DKK 20 million per year, which is
reflected in the above maturity analysis at 31 December 2016. As also stated in note 22, the Company has
intentions to repay the loan entirely or partly during 2018 if the financial position allows it.
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Market risk
The Group's credit facilities are floating-rate credits, which exposes the Group to interest rate fluctuations.
According to Group policy, all financing of working capital and investments in fixed assets are made on
floating-rate terms. No financial instruments are used to hedge the interest level.

Based on interest-bearing debt at the balance sheet date, an increase in the market rate of 1% would affect profit for the year before tax by approximately DKK 11 million. The Group's settlement currencies are
primarily PLN, RUB and UAH. No financial instruments are used to hedge positions in foreign currencies.

Currency exposure at 31 December:
Payment

DKK’000

Bank

Payables

Net

Net

and credit

to group

position

position

maturity Receivables
Payables _______
institutions _______
companies _______
2016
2015
_______
_______ _______
_______

Currency
USD

EUR

PLN

UAH

DKK

RUB

< 1 year

0

0

(2,448)

0

(2,448)

2,230

> 1 year

0

0

(1,212)

0

(1,212)

(3,493)

< 1 year

52

(5,918)

(328,966)

0

(334,832)

(547,290)

> 1 year

0

(910)

(261,077)

0

(261,987)

(207,563)

< 1 year

85,194

(91,380)

(65,544)

0

(71,730)

(120,612)

> 1 year

1,521

(1,300)

(218,278)

0

(218,057)

(157,497)

< 1 year

25,600

(12,561)

(7,634)

0

> 1 year

0

(626)

0

< 1 year

3,295

> 1 year

0

< 1 year

28,115

> 1 year

0
(1,377)
0
(7,602)

0
(22,448)
(154,775)

5,405

43,911

(626)

(3,394)

(13,195)

(11,277)

(23,367)

(140,000)

(162,448)

(130,000)

(134,262)

(80,184)

0

_______0 _______0 _______
(67,905) _______
0 _______
(67,905) _______
(85,145)
_______
143,777 _______
(121,048) _______
(1,130,913) _______
(153,195) _______
(1,261,379) _______
(1,312,404)

Due to the Danish central bank's fixed-rate policy towards EUR, it is assessed that the foreign currency positions in EUR do not involve any risk of significant influence due to changes in the EUR rate.

As a consequence of the individual group enterprises primarily operating in their individual functional currencies, the Group results will mainly be affected by changes in exchange rates due to intercompany accounts and receivables/payables and loans denominated in other currencies than the functional currency
for the individual group enterprise.
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25. Financial risks (continued)
Market risk (continued)
The most significant effect on the Group's earnings is attributable to changes in the price of pig meat and
price changes relating to pig feed, which makes up 2/3 of the pig production costs. Axzon is engaged in
large-scale agricultural activities, which makes it possible to use the pig slurry. Moreover, this provides
considerable hedging of the risk of changes in feed prices. A change of the pig meat price of 10% will, on
an isolated basis, affect profit for the year before tax relating to the pig production by approximately DKK
92 million (2015: approx. DKK 106 million). A change in the feed price will, on an isolated basis, affect
profit for the year before tax relating to the pig production by approximately DKK 53 million (2015: approx.
52 million).
Capital management
The objective of the Group's capital management is to ensure the Group's ability to continue as a going
concern in order to provide return on the shareholders' investments and establish and maintain an optimal
capital structure for the purpose of reducing the costs of borrowed capital and maintain a basis for continued growth in the Group.

The Group's capital management is moreover partly controlled by loan agreements which include specific
requirements to the financial performance of the Group.

Total capital comprises equity and subordinate loan capital from the Parent company; Polen Invest A/S, as
shown in the consolidated balance sheet.
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26. Related parties and ownership
Controlling interest
Polen Invest A/S, Vesterbrogade 4A, 5, DK-1620 Copenhagen

Basis for influence
Parent Company

Polen Invest A/S’s shareholders are legal and natural persons, and
no individual shareholder exercises control of the Group’s activities.

Other related parties
Tom Axelgaard, Kopanky Village, Kalush, Ukraine
CEO
Hans Henrik Pauk Pedersen, Agnesvej 14, DK-2800 Kgs. Lyngby
CFO
Ole Østergaard Lauritsen, Solvænget 21, DK-7400 Herning
Financial director
Niels Rauff Hansen, Søbyvej 40, DK-7840 Højslev
Chairman of the Board of Directors
Anders Bundgaard, Rørholtvej 76, DK-9370 Hals
Deputy Chairman of the Board of Directors
Jens Jørgen Nielsen, Annasmindevej 26, DK-8700 Horsens
Member of the Board of Directors
Anders Christen Obel, Haxholmvej 80, DK-8870 Langå
Member of the Board of Directors
Jens Blach, Århusvej 115, DK-8570 Trustrup
Member of the Board of Directors
Erling Bech Poulsen, Høvsørevej 41, DK-7650 Bøvlingbjerg
Member of the Board of Directors
Poldanor S.A., Poland
Group company
Prime Food Sp. z o.o., Poland
Group company
Danosha Ltd., Ukraine
Group company
Dan-Invest LLC, Russia
Group company
Sevel Slagteri A/S. Søgårdsvej 28, DK-7830 Vinderup
Associated company

Transactions
The Group has obtained a subordinate loan from the Parent company; Polen Invest A/S, with a balance of
DKK 150 million at 31 December 2016 (balance at 31 December 2015: DKK 150 millions). The loan is repaid according to the financial position of the Company, with a maximum repayment of DKK 20 million per
year, though as stated in note 22, the Company has intention to repay the loan entirely or partly during
2018, if the financial position of the Company allows it. The loan carries interest, and the interest for 2016
amounts to DKK 6.6 million (2015: DKK 5.1 million). The Group has moreover interest-bearing loans and
intercompany accounts with the Parent company; Polen Invest A/S, totalling DKK 3 million at 31 December
2016 (DKK 3 million at 31 December 2015). Interest for 2016 amounts to DKK 0.2 million (2015: DKK 0.1
million).
Remuneration of the Executive Board and the Board of Directors is specified in note 7. Furthermore, in
2016 rent of conference centre from CEO amounts to DKK 0.4 million (2016: DKK 0.4 million).
Intercompany transactions have been eliminated in accordance with the accounting policies. All transactions have taken place on an arm's length basis.
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2016
DKK’000
_______

2015
DKK’000
_______

27. Fee to auditors appointed at the General Meeting
Audit fee
Non-audit services

758

824

155
_______

55
_______

913
_______

879
_______

597

269

223
_______

140
_______

820
_______

409
_______

Fee to other auditors
Audit fee
Non-audit services

28. Post balance sheet events
There have been no significant post balance sheet events.
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29. Accounting policies
Basis of preparation
The consolidated financial statements of Axzon A/S have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the EU and additional Danish disclosure requirements
for annual reports.

The consolidated financial statements have been prepared under the historical cost convention, except for
revaluation of biological assets, available-for-sale financial assets and financial assets at fair value through
profit or loss and certain classes of property, plant and equipment measured at fair value.

The reporting period of these financial statements follows the calendar year. The annual report for 2016 is
presented in DKK 1,000.

The preparation of financial statements under IFRS involves certain critical accounting estimates. Moreover,
this means that Management has to make certain estimates in relation to the application of Group accounting policies. Areas which involve a high degree of estimate or complexity or in which assumptions and estimates are significant to the consolidated financial statements are disclosed in note 3.

New accounting standards and interpretations
The following material new and revised standards and interpretations issued but not yet effective have not
been applied:

• IFRS 9, Financial Instruments (issued July 2014)
• IFRS 15, Revenue
• IFRS 16, Leasing

IFRS 9
IFRS 9 supersedes IAS 39 Financial Instruments: Recognition and Measurement and introduces new requirements for the classification and measurement of financial assets, including new requirements related
to impairment of financial assets.

The Group expects to adopt IFRS 9 at 1 January 2018 without amending comparative figures in accordance
with the transitional rules of the standard.

The Group does not own significant financial assets for which the new classification and measurement requirements are expected to cause changes, do not apply hedge accounting, and has historically only experienced insignificant losses on financial assets. Therefore, although the Group’s analysis of possible effects
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from adoption of IFRS 9 is not completed, Management does not expect that IFRS 9 will have material impact on the Group’s financial statements.

IFRS 15
IFRS 15 supersedes IAS 18 Revenue and establishes a single comprehensive model for entities to use in
accounting for revenue arising from contracts with customers.

The Group expects to adopt IFRS 15 at 1 January 2018 and apply the modified retrospective approach according to the transition rules.

The Group recognises revenue from the following major sources:
Sale of pigs to slaughterhouses
Sale of processed meat and fresh meat
Sale of biogas

None of the Group’s contracts with customers involve long production time or successive deliverables, contracts with multiple performance obligations or contracts with variable consideration, and hence Management does not expect that IFRS 15 will have material impact on the Group’s financial statements.

IFRS 16
IFRS 16 supersedes IAS 17 Leases and introduce significant changes to the accounting for leases by lessees, as practically all leases must be recognises as a liability and a right-of-use asset.

The Group expects to adopt IFRS 16 at 1 January 2019. The analysis of possible impacts from IFRS 16, including the various options and practical expedients according to the transition rules of IFRS 16, is not
completed and hence Management is unable to quantify the possible effects from IFRS 16.

As at 31 December 2016, the Group has non-cancellable operating lease commitments of DKK 78.3 million.
Therefore, IFRS 16 is expected to have some impact on the non-current assets, liabilities, EBITDA and cash
flows from operating activities, however it is not practicable to provide a reasonable estimate of the financial effect until Management completes the analysis.

Other issued not yet effective standards
Other new or revised standards and interpretations issued but not yet effective are not expected to have
material impact on the financial statements.
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Consolidated financial statements
The consolidated financial statements comprise the parent company, Axzon A/S, and group enterprises in
which the parent company holds more than 50% of the share capital or otherwise exercises control.

The consolidated financial statements are prepared on the basis of the financial statements of the parent
company and the group enterprises by means of an aggregation of accounting items of a uniform nature,
and elimination is made of intra-group income and expenses, intra-group balances as well as gains and
losses on transactions between the consolidated enterprises.

The purchase method is used for the acquisition of subsidiaries. The remuneration for the acquisition of assets, liabilities and contingent liabilities is initially measured at fair value at the time of acquisition. Identifiable intangible assets are recognised separately from goodwill if they are separable or arise from contractual or other legal rights. Deferred tax on revaluations made is recognised, though many of the Group’s activities are tax exempted, and therefore deferred tax will not be relevant for all purchases. Any remaining
positive differences between cost and the fair value of assets, liabilities and contingent liabilities acquired
are recognised in intangible assets in the balance sheet as goodwill. Goodwill is not amortised but is tested
for impairment on an annual basis. Enterprises acquired are recognised in the consolidated financial statements as from the date of obtaining control, whereas enterprises sold are recognised up until the date of
surrender of control. Intra-group acquisitions of subsidiaries are made under the pooling of interests method.

Gains and losses on the sale of subsidiaries are calculated as the difference between the sales price less
costs to sell and the carrying amount of net assets with addition of goodwill and accumu-lated exchange
adjustments recognised in equity at the time of sale.

On acquisition of non-controlling interests, the difference between the remuneration paid and the relevant
acquired share of the carrying amount of the net assets of the subsidiaries is recognised in equity. Gains or
losses on the sale on non-controlling interests are also recognised in equity.

Accounting policies
The accounting policies adopted are consistent with those of the previous financial year.

The most significant accounting policies applied in connection with the preparation of these financial statements are described below.

Axzon A/S

73

Notes to the Consolidated Financial Statements
29. Accounting policies (continued)
Foreign currencies
The items recognised in the financial statements of each of the group enterprises are measured at the
functional currency used in the primary economic environment in which the individual enterprise operates.
The functional currencies of the group enterprises are the following: Ukrainian hryvna for the Ukrainian
subsidiary; Polish zloty for Polish subsidiaries; Russian roubles for the Russian subsidiary; Danish kroner
for the Danish subsidiary and the parent company in Denmark.

The consolidated financial statements are presented in Danish kroner, which is the functional currency of
the parent company and the presentation currency of the Group. On initial recognition, transactions in foreign currencies are translated at the exchange rates at the date of transaction. Exchange differences arising between the transaction date rates and the rates at the date of payment are recognised in the income
statement as financial income and expenses.

Receivables, payables and other monetary items denominated in foreign currencies are translated at the
exchange rates at the balance sheet date. Any differences between the exchange rates at the balance
sheet date and the exchange rates at the date at which the receivable or the payable arose or was recognised in the most recent financial statements are recognised in the income statement as financial income
and expenses.

On consolidation, exchange differences arising from the translation of any net investment in foreign entities
and of borrowings and other financial instruments designated as hedges of such investments are recognised in other comprehensive income. When a foreign operation is sold or any borrowings forming part of
the net investment are repaid, the associated exchange differences are reclassified to profit or loss as part
of the gain or loss on sale

Balance sheet items including goodwill relating to consolidated enterprises that do not have DKK as their
functional currency are translated into DKK based on the exchange rates at the balance sheet date, whereas the income statements of these enterprises are translated at average rates of exchange. Exchange adjustments arising on the translation of the opening equity at the exchange rates at the balance sheet date
and net profit/loss for the year at the exchange rates at the balance sheet are recognised in other comprehensive income over equity under a separate reserve for exchange adjustments.

The Group used the following exchange rates for the translation into Danish kroner at 31 December 2016:
PLN: Balance sheet items 2016: 1.68570 (31 December 2015: 1.76) Income statement 2016: exchange
rate: 1.70670 (income statement 2015: exchange rate 1.7827)
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UAH: Balance sheet items 2016: 0.26157 (31 December 2015: 0.28458) Income statement 2016: exchange rate: 0.26298 (income statement 2015: exchange rate 0.4822)

RUB: Balance sheet items 2016: 0.11651 (31 December 2015: 0.09364) Income statement 2016: exchange rate: 0.10062 (income statement 2015: exchange rate 0.10968)
Income statement
Revenue and method of revenue recognition
Revenue comprises the value of goods delivered for the year less VAT and price reduction directly related
to sales.

The Group recognises revenue when the income can be measured reliably; it is probable that the Group will
receive future economic benefits and the specific criteria described below have been met. It is not considered possible to measure the amount of revenue reliably until all liabilities relating to the sales have been
met. The Group bases its estimates on historical data considering the type of customer, the type of transaction and any other special matters relating to the transaction.

The most material sources of income are recognised in the income statement as follows:

Sales of biological assets
The Group primarily sells pigs for slaughterhouses. Revenue from the sales of pigs is recognised when
delivery has taken place.

Sales of finished goods and consumables from slaughterhouses
Revenue from finished goods and consumables from slaughterhouses is recognised when delivery has
taken place.

Sales of green energy and CO2 emission reduction units
The Group produces electricity on biogas plants. The electricity is sold as green energy and is recognised
concurrently with the production. Moreover, the Group sells CO2 emission reduction units from its biogas
production, which is also recognised as revenue concurrently with the production on the biogas plant. Revenue is recognised before the final settlement of the biogas activity based on historical data and market
prices.

Gains/losses on changes in the fair value of biological assets
Gains and losses resulting from changes in the fair value of biological assets relate to changes for the year
in prices and quantities of the herd and changes for the year of the fair value of unharvested crops.
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Grants
Unconditional grants relating to biological assets measured at fair value less estimated costs to sell are recognised in the income statement when the government grant is received (general area grants). See also
the accounting policy for deferred income relating to conditional grants.
Ukrainian agricultural VAT
As regards the Group's agricultural activities in the Ukraine, it has been decided to adopt the special agricultural VAT scheme, which implies that positive VAT liabilities are not to be paid to the authorities but are
instead provided as state grants to support agricultural enterprises in the Ukraine. The excess of VAT liability over VAT receivable is accounted for as government grant.

Changes in inventories of finished goods and consumables, work in progress and agricultural
produce
Changes in inventories of finished goods and consumables, work in progress and agricultural produce regulate the expenses that are grouped by nature and capitalised under inventories in the balance sheet.

Special items
Special items comprise significant non-recurring income or expense items. In 2016 special items comprise
costs incurred in connection with the ASF outbreak at the farm in Krasnodar in 2016. The costs relate to
expropriation of all pigs and extensive cleaning of the farm prior to the sub-sequent quarantine. The authorities in Russia have approved a compensation for the expropriation. The compensation is recognised as
a receivable.

Depreciation and impairment losses
Depreciation and impairment losses include depreciation and impairment write-down of property, plant and
equipment.

Financial income and expenses
Financial income and expenses comprise interest as well as realised and unrealised exchange adjustments.
Financial expenses directly attributable to purchases, construction or production of a qualifying asset are
included as part of the cost of the asset. All other financial expenses are recognised as expenses in the financial year in which they have been incurred.
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Tax on profit/loss for the year
Tax for the year consists of current tax for the year and deferred tax for the year. The tax attributable to
the profit for the year is recognised in the income statement, whereas the tax attributable to equity transactions is recognised directly in equity. A material part of the profit on agricultural activities abroad are taxexempted.

Any changes in deferred tax due to changes to tax rates are recognised in the income statement.
Statement of comprehensive income
The statement of comprehensive income is presented in two statements: The income statement and the
statement of comprehensive income. The statement of comprehensive income shows the profit/loss for the
year and other comprehensive income. Other comprehensive income comprises foreign exchange rate adjustments and fair value changes to other equity interests.
Balance sheet
Goodwill
Goodwill is recognised at cost less any impairment losses. Goodwill is not amortised but is subject to an
annual impairment test. Assets that are amortised are tested for impairment where an event or changes in
other circumstances indicate that the carrying amount is too high. Impairment losses are recognised as the
difference between the carrying amount and the recoverable amount. The recoverable amount is the higher
of the fair value of the asset less expected costs to sell and the value in use.

At the assessment of the need for impairment, the recoverable amount of the smallest group of cashgenerating units is calculated. Non-financial assets other than goodwill for which impairment losses have
been recognised are reviewed on an annual basis to determine whether there is reason for reversal of the
impairment loss at the balance sheet date.

Property, plant and equipment
Other fixtures and fittings, tools and equipment and property plant and equipment in progress are measured at cost less accumulated depreciation. Cost comprises the cost of acquisition and expenses directly related to the acquisition and costs for set-up. In case of assets of own construction, cost comprises direct
and directly attributable costs of labour, materials, components and sub-suppliers.

The categories land and buildings, leasehold improvements and plant and machinery are measured at fair
value less accumulated depreciation on buildings and impairment losses recognised at the date of revaluation. Valuations are performed with sufficient frequency to ensure that the carrying amount of a revalued
asset does not differ materially from its fair value.
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A revaluation surplus is recorded in other comprehensive income and credited to the asset revaluation surplus in equity. However, to the extent that it reverses a revaluation deficit of the same asset previously
recognised in profit or loss, the increase is recognised in profit and loss. A revaluation deficit is recognised
in the income statement, except to the extent that it offsets an existing surplus on the same asset recognised in the asset revaluation reserve.

An annual transfer from the asset revaluation reserve to retained earnings is made for the difference between depreciation based on the revalued carrying amount of the asset and depreciation based on the asset's original cost. Additionally, accumulated depreciation at the revaluation date is eliminated against the
gross carrying amount of the asset and the net amount is restated to the revalued amount of the asset.
Upon disposal, any revaluation reserve relating to the particular asset being sold is transferred to retained
earnings without passing the income statement. Financial expenses directly attributable to purchases, construction or production of a qualifying asset are included as part of the cost of the asset. A qualifying asset
is an asset that necessarily takes a substantial period of time to get ready for its intended use or sale. The
Group uses the local, effective rate of interest on credit for construction and overdraft facilities for the calculation of expenses for capitalisation.

Depreciation of a non-current asset is commenced when it is put into use. Depreciation based on cost reduced by any residual value is calculated on a straight-line basis over the expected useful lives of the assets, which are:

Production building

25-40 years

Leasehold improvements

25-40 years

Plant and machinery

7-15 years

Other fixtures and fittings, tools and equipment

3-10 years

The carrying amount of property, plant and equipment is reviewed on an annual basis to determine whether there is any indication of impairment other than that expressed by fair-value or depreciation. If so, an
impairment test is carried out to determine whether the recoverable amount is lower than the carrying
amount and the asset is written down to its lower recoverable amount.

Non-current asset investments
Non-current asset investments include other investments and long-term loans provided.
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Other investments for which no fair value can be reliably estimated are recognised at cost. When it becomes possible to estimate a reliable fair value, such investments will be measured accordingly. Unrealised
fair value changes are recognised in other comprehensive income over equity, except for impairment losses
and exchange adjustments on investments in foreign currencies which are recognised in the income statement. Long-term loans provided are recognised in the balance sheet at amortised cost, which substantially
corresponds to nominal value. Provisions for estimated bad debts are made.
Biological assets
Agricultural activity is defined by Management as an activity in which biological transformation of biological
assets for sale into agricultural produce or another biological asset takes place. Agricultural produce is defined as a harvested product of the Group's biological assets, and a biological asset is defined as living animals or crops. The Group has assessed that its biological assets consist of basic herds of gilts, sows and
boars, sales herd of slaughter pigs and unharvested crops.

On initial recognition and at subsequent reporting dates, biological assets are measured at fair value less
estimated costs to sell unless fair value cannot be reliably measured on initial recognition.

Gains or losses on initial recognition of a biological asset measured at fair value less estimated costs to sell,
and subsequent changes in the fair value less estimated costs to sell relating to the biological asset, are
recognised in the income statement in the item "Change in fair value of biological assets" in the period in
which the gain or loss arises.

Biological assets are recognised as current or non-current biological assets depending on the production
cycle of the biological asset concerned. Generally, biological assets relating to slaughter pigs and cropping
are recognised as current assets. Basic herds of gilts, sows and boars are recognised as non-current assets.

The fair value of the basic herd is measured on the basis of current market prices for animals of the same
age, breed and genetic heritage on the nearest market place. Measurement is based on an average between the market price of young females purchased and the slaughter value of a sow.

Commercial herd is measured based on the average price in the month prior to the valuation.

Costs of pig production, including feed, veterinary expenses, wages and salaries, etc., are recognised as
costs when incurred. Costs to purchase pigs are recognised in biological assets.
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Cost is used as the fair value of crop production when no significant biological transformation has taken
place since the cost was incurred, i.e. shortly after the sowing of the crop. Cost comprises expenses directly related to the biological transformation of biological assets, such as expenses for seed corn, fertilizer, soil
preparation, wages and salaries to employees directly involved in the production process, fuel and energy,
etc.

Inventories
Inventories are measured at the lower of cost under the FIFO method and net realisable value. The net realisable value of inventories is calculated at the amount expected to be generated by sale in the process of
normal operation with deduction of costs to sell and costs of completion. The net realisable value is determined allowing for marketability, obsolescence and development in expected sales sum.

The cost of goods for resale, raw materials and consumables equals landed cost.
The cost of finished goods and work in progress comprises the cost of raw materials, consumables and direct labour as well as directly attributable labour and production costs. These costs also comprise maintenance and depreciation of machinery, factory buildings and equipment used in the manufacturing process
as well as costs of production management.

Agricultural produce is initially recognised at fair value at the point of harvest less estimated costs to sell,
and subsequently in inventories up until the point when it is sold to a third party or is used internally as
feed. The fair value of agricultural produce at the point of harvest is measured on the basis of the market
prices on the markets on which the agricultural produce is expected to be sold or used as feed.

Receivables
Receivables are recognised in the balance sheet at amortised cost, which in all material respects corresponds to nominal value. Provisions are made for bad debts.

Provisions
Provisions for environmental restoration, restructuring costs and legal claims are recognised when the
Group has a legal or constructive obligation resulting from previous events; when it is probable that the
Group will have to give up future economic benefits to settle the obligation, and the obligation can be
measured reliably.

Other provisions relating to staff obligations comprise provision for voluntary social funds in foreign subsidiary as well as provision for contribution-based redundancy schemes for which the Group has no further
obligations once the contribution has been paid.
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Equity
Dividend is recognised as a liability at the time of resolution at the general meeting. Dividends expected to
be paid for the year are disclosed as a separate equity item.

Reserve relating to exchange adjustments comprises translation differences arising in connection with
translation of the financial statements of foreign subsidiaries from their functional currency into Danish
kroner. On realisation of the net investment, exchange adjustments are recognised in the income statement.

Deferred tax asset and liabilities
Deferred tax is measured on the basis of the tax rules and tax rates that will be effective under the legislation at the balance sheet date when the deferred tax is expected to crystallise as current tax. In cases
where the computation of the tax base may be made according to alternative tax rules, deferred tax is
measured on the basis of the intended use of the asset and settlement of the liability, respectively.

Deferred tax assets, including the tax value of tax loss carryforwards, are measured at the value at which
the asset is expected to be realised.

Debt
Debt is recognised at cost at the time of contracting the debt. Subsequently, it is stated at amortised cost,
which in respect of short-term and non-interest-bearing debt and of floating rate loans usually corresponds
to nominal value.
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Deferred income
Deferred income is recognised in liabilities when the government grants have been received but the conditions relating to the grants have not yet been met, or — where the government grant relates to noncurrent assets — the grants are recognised as income concurrently with the underlying non-current asset
being depreciated.

Leases
All leases are considered operating leases. Payments made under operating leases are recognised in the
income statement on a straight-line basis.

Cash flow statement
Cash flows from operating activities are presented as the net profit/loss for the year adjusted for changes
in operating capital and non-cash operating items such as depreciation, amortisation, impairment losses
and provisions. The operating capital comprises current assets less short-term debt exclusive of the items
included in cash and cash equivalents.

Cash flows from investing activity
Cash flows from investing activities comprise cash flows from acquisition and sale of intangible assets,
property, plant and equipment and non-current asset investments.

Cash flows from financing activity
Cash flows from financing activities comprise cash flows from the raising and repayment of long-term
debt and payments to and from shareholders.

Cash and cash equivalents
Cash and cash equivalents comprise the item "Cash at bank and in hand" under current assets.
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Note
____
Revenue

2

Other external expenses
Gross profit/loss

Staff expenses

3

EBITDA

Profit/loss before financial expenses and tax

Income from investments in subsidiaries
Financial income

4

Financial expenses

5

Profit/loss before tax

2016
DKK’000
_______

2015
DKK’000
_______

17,734

21,578

(6,195)
_______

(4,869)
_______

11,539

16,709

(11,984)
_______

(12,881)
_______

(445)
_______

3,828
_______

(445)

3,828

21,418

0

8,000

12,634

(16,140)
_______

(13,767)
_______

12,833

2,695

0
_______

0
_______

12,833
_______

2,695
_______

12,833
_______

2,695
_______

12,833
_______

2,695
_______

Net profit/loss for the year

12,833
_______

2,695
_______

Comprehensive income

12,833
_______

2,695
_______

Corporation tax
Net profit/loss for the year

6

Distribution profit for the year
Group shareholders

Parent Statement of Comprehensive Income
1 January – 31 December

Axzon A/S

83

Parent Company Statement of Financial Position

Note
____

31.12
2016
DKK’000
___________

31.12
2015
DKK’000
___________

Investments in associates

7

1,000

1,000

Investment in subsidiaries

8

1,099,446

1,102,055

Other receivables

1,900
___________

0
___________

Fixed asset investments

1,102,346
___________

1,103,055
___________

Non-current assets

1,102,346
___________

1,103,055
___________

206,866

211,072

6,778

6,778

Other receivables

3,295
___________

3,012
___________

Receivables

216,939
___________

220,862
___________

Cash at bank and in hand

2,871
___________

868
___________

Current assets

219,810
___________

221,730
___________

Assets

1,322,156
___________

1,324,785
___________

Receivables from group companies
Receivables from associates
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Note
____

31.12
2016
DKK’000
___________

31.12
2015
DKK’000
___________

10

531,118

531,118

Retained earnings

467,108
___________

454,275
___________

Equity

998,226
___________

985,393
___________

22,448

20,537

140,000
___________

130,000
___________

162,448
___________

150,537
___________

145,985

162,818

728

517

13,195

22,992

Other payables

1,574
___________

2,528
___________

Short-term liabilities

161,482
___________

188,855
___________

Liabilities

323,930
___________

339,392
___________

Liabilities and equity

1,322,156
___________

1,324,785
___________

Share capital

Credit institutions
Subordinate loan capital

11

Long-term liabilities

Credit institutions
Trade payables
Interest bearing payables to group enterprise

11
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1 January – 31 December

Equity at 1 January 2015

Net profit/loss for the year
Dividend
Equity at 31 December 2015

Equity at 1 January 2016
Net profit/loss for the year
Dividend
Equity at 31 December 2016

Share
capital
DKK’000
_______

Retained
earnings
DKK’000
_______

Total
DKK’000
_______

531,118

451,580

982,698

0

2,695

2,695

0
_______

0
_______

0
_______

531,118
_______

454,275
_______

985,393
_______

531,118

454,275

985,393

0

12,833

12,833

0
_______

0
_______

0
_______

531,118
_______

467,108
_______

998,226
_______
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Note
____
Net profit/loss for the year
Adjustment for non-cash items and interest, etc.
Change in working capital
Cash flows from operating activities before financial income

Interest received
Interest paid
Cash flows before tax

2016
DKK’000
_______

2015
DKK’000
_______

12,833

2,695

6,045

1,133

(3,125)
_______

7,264
_______

15,753

11,092

8,000

8,841

(15,436)
_______

(11,227)
_______

8,317

8,706

Corporation tax paid

0
_______

0
_______

Cash flows from operating activities

8,317
_______

8,706
_______

Fixed assets investments made

(1,900)

Proceeds on sale of financial assets

4,000
_______

0
_______

Cash flows from investing activities

2,100
_______

0
_______

0

44,760

Raising of loans from credit institutions
Repayment of debt to credit institutions
Change in balances with ultimate parent

(14,922)
6,508

(19,123)
(36,148)

Capital contribution

0
_______

0
_______

Cash flows from financing activities

(8,414)
_______

(10,511)
_______

Change in cash and cash equivalents

2,003

(1,804)

Cash and cash equivalents 1 January

868
_______

2,672
_______

Cash and cash equivalents at 31 December

2,871
_______

868
_______

Cash and cash equivalents include cash at bank and in hand
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1. Significant accounting estimates and assessments
Investments in subsidiaries constitute a significant part of Axzon A/S's total assets. Impairment tests of
subsidiaries are carried out where events or changed conditions indicate that the carrying amount may not
be recoverable. There has been no indication of impairment.
2016
DKK’000
_______

2015
DKK’000
_______

17,734
_______

21,578
_______

17,734
_______

21,578
_______

11,984
_______

12,881
_______

11,984
_______

12,881
_______

8
_______

20
_______

2. Revenue
Services

3. Staff costs
Wages and salaries

Average number of employees

Reference is made to note 7 for information about remuneration to the Executive Board and Board of Directors.

4. Financial income
Interest
Loans and receivables

8,000

11,381

0
_______

1,253
_______

8,000
_______

12,634
_______

15,436

13,767

704
_______

0
_______

16,140
_______

13,767
_______

Other financial income
Fair value gains

5. Financial expenses
Interest
Loans and payables

Other financial expenses
Exchange rate adjustments
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2016
DKK’000
_______

2015
DKK’000
_______

6. Tax on profit for the year
Current tax for the year
Deferred tax for the year

0

0

0
_______

0
_______

0
_______

0
_______

2,823

633

0

0

Tax on profit for the year is specified as follows:
Calculated 22% tax on profit for the year before tax

Tax effect of:
Adjustment valuation deferred tax
Non-taxable income and expenses

Effective tax rate for the year

(2,823)
_______

(633)
_______

0
_______

0
_______

0%
_______

0%
_______

7. Investments in associates
Cost at 1 January

1,000

1,000

Additions for the year

0

0

Disposals for the year

0
_______

0
_______

Cost at 31 December

1,000
_______

1,000
_______

Investment in associates are specified as follows:
Registered
Name
_____
Sevel Slagteri A/S

office
___________
Denmark

Votes and
Currency
___________
DKK

Share
capital
___________

ownership
___________

3,125k

40%

The carrying amount of investments in subsidiaries is specified as follows:
2016
DKK’000
_______

2015
DKK’000
_______

Sevel Slagteri A/S

1,000
_______

1,000
_______

Cost at 31 December

1,000
_______

1,000
_______
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2016

2015

DKK’000
___________

DKK’000
___________

1,102,055

1,102,055

0

0

8. Investments in subsidiaries
Cost at 1 January
Additions for the year
Disposals for the year

(2,609)
___________

0
___________

Cost at 31 December

1,099,446
___________

1,102,055
___________

Share
capital
___________

ownership
___________

Investments in subsidiaries are specified as follows:
Registered
Name
_____

office
___________

Votes and
Currency
___________

Poldanor

Poland

PLN

11,601k

100%

Primo Food Sp. Z.o.o.

Poland

PLN

20,852k

100%

Danosha Ltd.*

Ukraine

UAH

232,532k

97%

Dan-Invest LLC

Russia

RUB

362,328k

100%

*IFU’s 2% of the shares in Danosha Ltd. has been recognised as a financial liability in accordance with
IFRS.

The carrying amount of investments in subsidiaries is specified as follows:
2016
DKK’000
___________

2015
DKK’000
___________

17,940

251

1,169,726

1,111,592

96,922

101,914

467,369
___________

512,069
___________

1,751,957
___________

1,725,826
___________

Deferred tax at 1 January

0
___________

0
___________

Deferred tax at 31 December

0
___________

0
___________

9,178

7,290

Dan-Invest LLC
Poldanor
Primo Food Sp. Z.o.o.
Danosha Ltd.

9. Deferred tax

Tax loss carry forward
Write down to estimated value

(9,178)
___________

(7,290)
___________

Deferred tax at 31 December

0
___________

0
___________

The deferred tax asset has been calculated at 22% corresponding to the current tax rate.
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10. Share capital
The share capital consists of 53,111,848 shares of a nominal amount of DKK 10. No shares carry any special rights.

2016

2015

DKK’000
___________

DKK’000
___________

50,000

60,000

90,000
___________

70,000
___________

140,000

130,000

10,000
___________

20,000
___________

150,000
___________

150,000
___________

11. Subordinate loan capital
Payable after 5 years
Payable between 2 and 5 years
Long-term debt
Short-term debt

Subordinate loan capital from Polen Invest A/S, DKK 150 million, is repaid according to the financial position of the Company, with a maximum repayment of DKK 20 million per year, which is reflected in the
above maturity analysis. As stated in the consolidated financial statement, note 22, the Company has intention to repay the loan entirely or partly during 2018, if the financial position of the Company allows it.
Subordinate loan capital carries interest equivalent to Cibor 3 months+3.5%. Subordinate loan capital
ranks subordinate to the other creditors of the Company.

In 2012, the Industrialisation Fund for Developing Countries (IFU) contributed EUR 2 million in share capital to Axzon A/S's subsidiary Danosha Ltd. Based on exit agreement between Axzon A/S and IFU with
put/call option. The subordinate loan capital to IFU carries interest under the exit agreement concluded between IFU and Axzon A/S.
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12. Mortgages and security
Investments in subsidiaries have been provided as security for facility with credit institution.
13. Contingent liabilities and contractual obligations
The Company has issued surety in respect of the subsidiary Danosha Ltd's facility with
credit institution amounting to DKK 246.6 million at 31 December 2015 (2015: DKK 279.3 million).

The Company has issued surety in respect of the subsidiary Poldanor SA facility with
credit institution amounting to DKK 232.5 million at 31 December 2015 (2015: DKK 226.7 million).

The Company has issued surety in respect of the subsidiary Prime Food Sp Z.o.o facility with credit institution amounting to DKK 49.8 million at 31 December 2015 (2015: DKK 61.8 million).

The Company has issued surety in respect of the subsidiary Dan-Invest LLC's facility with credit institution
amounting to DKK 52.0 million at 31 December 2015 (2015: DKK 78.2 million).

Axzon A/S is jointly taxed with its parent, Polen Invest A/S, which acts as administrative company, and has
joint and several liability together with other jointly taxed group entities for the payment of income tax for
the income year 2013 and onwards as well as for withholding taxes on interests, royalties and dividends
falling due for payment on or after 1 July 2012. Tax payable for the joint taxation amounts to DKK 0 at 31
December 2016 (DKK 0 at 31 December 2015).
14. Financial risks
Reference is made to the description of financial risks for the Group in the Notes to the Consolidated
Financial Statements. The Parent Company is not considered to be subject to any special financial risks
other than those disclosed in the Notes to the Consolidated Financial Statements.
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15. Related parties and ownership
Related parties and ownership are stated in the Notes to the Consolidated Financial Statements, to which
reference is made.

Transactions
The Company has transactions with subsidiaries in the form of interest-bearing loans and intercompany accounts. Total loans to the subsidiaries amount to DKK 204.8 million at 31 December 2016 (2015: DKK
211.1million). Interest income on loans and intercompany accounts for 2016 amounts to DKK 8.0 million
(2015: DKK 8.8 million).

The Company has obtained a subordinate loan from the Parent company; Polen Invest A/S, with a balance
of DKK 150 million at 31 December 2016 (balance at 31 December 2015: DKK 150 million). The loan carries interest, and the interest cost for 2016 amounts to DKK 6.6 million (2015: DKK 5.1 million). The loan
is repaid according to the financial position of the Company, with a maximum repayment of DKK 20 million
per year. Though as stated in the consolidated financial statement, note 22, the Company has intention to
repay the loan entirely or partly during 2018, if the financial position of the Company allows it.
Moreover, the Group has other interest-bearing loans and intercompany accounts with the Parent Company
Polen Invest A/S totalling DKK 3 million at 31 December 2016 (DKK 3 million at 31 December 2015). Interest cost for 2016 amounts to DKK 0.2 million (2015: DKK 0.1 million).

All transactions have taken place on an arm's length basis.
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16. Accounting policies
The Parent Company Financial Statements of Axzon A/S have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU and additional Danish disclosure requirements for annual reports.

The reporting period of these Financial Statements follows the calendar year. The Annual Report for 2016 is
presented in DKK 1,000. The accounting policies applied by the Parent Company are the same as those applied by the Group except for the below-mentioned additions. Reference is made to note 3 to the Consolidated Financial Statements for a description of the accounting policies applied by the Group.

The accounting policies applied remain unchanged compared to last year.

Supplementary accounting policies applied for the Parent Company:

Dividend from investments in subsidiaries
Dividend from investments in subsidiaries is recognised as income in the income statement under revenue
in the financial year in which the dividend is distributed.

Investments in subsidiaries
Investments in subsidiaries are measured at cost. Where the cost exceeds the recoverable amount, the investment is written down to its lower recoverable amount.

Company Information
The Company

Axzon A/S
Birk Centerpark 40
DK-7400 Herning
CVR No:
Financial year:
Municipality of
reg. office:

26 43 86 24
1 January - 31 December
Herning
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Niels Rauff Hansen, Chairman
Anders Bundgaard, Deputy Chairman
Jens Jørgen Nielsen
Erling Bech Poulsen
Jens Blach
Anders Christen Obel
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Ole Østergaard Lauritsen
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Poulsgade 6-8, 3. sal
DK-7400 Herning

Auditors

PricewaterhouseCoopers
Platanvej 4
DK-7400 Herning

Bankers

Nordea Bank Danmark A/S
Nørregade 30
DK-6100 Haderslev
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Group Specification

Nominal
Capital

Interests

Equity
31.12.2015

Net profit
2015

11,601

100%

631.587

2.217

57.905

6.837

1.799.404

5.047

2.683

-58.213

3783**

445**

Domicile

Currency

Poland

PLN

Poland
Poland
Poland
Poland
Poland
Poland
Poland

PLN
PLN
PLN
PLN
PLN
PLN
PLN

100%
100%
100%
100%
100%
49%
100%

Poland
Poland
Poland

PLN
PLN
PLN

100%
100%
100%

Poland

PLN

Poland

PLN

Ukraine

UAH

Ukraine

UAH

Russia

RUB

Russia
Russia

RUB
RUB

Group Enterprises
Poldanor S.A.
subsidaries:
Zegrol sp. z o.o.
Kniat Agro sp.z o. o.
Rolnik Sp. z o.o.
$JUR:áRGDUVNLVS]RR
Bioenergia sp. z o.o.
Invest Farm sp.z o.o.
L.M.-POL sp. z o.o.
2ĞURGHN+RGRZOL
Zarodowej sp. z o.o.
$JUR:LHVLyáNDVS]RR
Agro Pokrzywy sp. z o.o.
Prime Food S.A.
subsidaries:
Prime Service Ltd.
Danosha Ltd.
subsidaries:
Daryna Food Ltd.
Dan-Invest LLC
subsidaries:
RASK OOO
Dan-Kub ZAO

20,853

100%
100%

232,532

98%*
100%

362,328

100%
100%
100%

*IFU’s 2% of the shares in Danosha Ltd. has been recognised as
financial debt in accordance with IFRS.
Associates
Sevel Slagteri A/S

Denmark

DKK

2,500

40%

** The latest financial data available is at 30.06.2015.
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Financial Highlights of the Group
Seen over a five-year period, the development of the Group is described by the following financial
highlights:
Restated

Restated

Restated

Restated

2015

2014

2013

2012

2011

DKK mio.

DKK mio.

DKK mio.

DKK mio.

DKK mio.

Profit/loss for the year:
Revenue

1.275

1.209

1.270

1.128

943

Gross profit

465

500

394

453

359

EBITDA

284

342

251

331

245

Profit/loss before financial
income and expenses

163

240

151

246

174

Net financials

-118

-230

-60

-15

-39

41

23

107

231

134

Balance sheet total

3.129

3.124

2.763

2.173

1.847

Equity

1.673

1.705

1.452

1.288

993

- operating activities

162

204

226

166

127

- investing activities

-254

-254

-360

-194

-191

- financing activities

66

121

111

33

77

-26

72

-8

6

12

2.423

2.205

2.073

1.769

1.595

Net profit/loss for the year
Balance sheet:

Financial development:
Cash flows from:

Change in cash and cash
equivalents for the year
Employees:
Number of employees
Ratios (%)
Gross margin

36

41

31

40

38

EBIT margin

13

20

12

22

18

5

8

6

12

10

53

55

53

59

54

2

1

8

20

14

Return on assets
Solvency ratio
Return on equity

The financial highlights and ratios 2011-2014 has been restated according to note 6.
The ratios have been prepared in accordance with the definitions on the following page.
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Financial Highlights of the Group
Explanation of ratios:
Gross margin

=

Profit margin

=

Return on assets

=

Solvency ratio

=

Return on equity

=

Gross profit x 100
Revenue
Profit before financials x 100
Revenue

Profit before financialsx100
Total assets, average
Equity end of year x 100
Total assets

Net profitfor theyear x 100
Average equity
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Review
1.0 CEO Statement
The company hopes and believes that 2015 will be remembered as the worst year for the pork production
sector in the history of Axzon. However, also the year where it more than ever became visible that our
strategy of diversifying our business both geographically and in terms of having a fully integrated business
in the meat production sector, is a very strong and viable way of producing pig meat. A business model
that is able to bring Axzon through even the most extreme down cycles of our sector. A sector that seems
to be more cyclic and unpredictable year after year.

It was widely foreseen that there would be an oversupply of pork especially in the European Union in
2015, resulting in low prices for most pork meat products. However, even in the most negative forecasts
and budgets, we had never expected to end the year with as low prices as those realized, giving the most
challenging meat to feed ratio ever experienced. As if this was not enough, Axzon also faced a dramatic
depreciation of two of our main currencies, namely UAH and RUB, giving us a very low valuation of both
our biological stock and our assets in general at the year end.
Even though 2014 was the year where we were convinced we had reached the bottom of the cycle, the
downward trend continued not least in the last quarter of the year.
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Review
1.0 CEO Statement (continued)
In a very determined attempt to try to cope with these negative external factors in every branch of our
production, a huge effort was made in order to try to improve on all internal efficiency parameters. An
effort that proved more effective than ever, and made us come through the year with a remarkably positive result. Quite logically this was also the reaction from many other producers throughout Europe,
where the average efficiency level in the production was improved significantly. This rather natural reaction actually leads to an even larger production and offsets the normal market mechanisms, where numerous producers normally would be quitting because of cash flow problems caused by an unprofitable
production.
The structure of European pig production is moving more and more towards large-scale and efficient production systems and units; a tendency that becomes stronger every time we are facing a down cycle in the
profitability in the sector. The problem is that the normal rhythm of the profitability cycle in the pork
meat sector, best illustrated by the meat to feed ratio, broke in Europe after 2012, where the upturn
should have started and ended with a new peak in 2014. Instead, the European producers had to live with
an unprecedented long period of 6 years with low profitability, making it very difficult to keep a positive
cash flow. Many producers are giving up these days, and they will leave very badly maintained production
facilities behind them, making it difficult for new owners to continue the production on the bankrupt
farms.
The graph underneath shows the profitability cycle in the pig production business expressed by the meat
to feed ratio and the red dotted line express the expected, normal cyclic development.
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Review
1.0 CEO Statement (continued)
This very unusual situation was mostly caused by the embargo from Russia strengthened by an outbreak
of ASF in a few EU countries incl. Poland, making it impossible to import to huge parts of the pork markets in the world for a period of time. Therefore, it was an isolated European phenomenon and if we look
at the international market as a whole, the cycle was actually on average intact, as the North and South
American prices and meat to feed ratio were better than ever in 2014, whereas the EU stayed below profitability level.
This is clearly visible in the graph below where the price level in the five biggest pig producing countries in
the world (China, European Union, Brazil, USA and Canada) on average was at a very high level in 2014.
If the European producers had the high profitability level in 2013-14, they would have had the financial
strength to cope with low levels in both 2015 and 2016.

On top of the above mentioned unusual situation for EU producers including Axzon, the political situation
in all three countries where Axzon production is based is very unstable and has not improved much in the
past year. The separatist fighting and killing in Eastern Ukraine has eased a bit, but the tension between
Ukraine and Russia has actually escalated, resulting in trade barriers and other political motivated conflicts between the countries. Also, the expected internal improvements in law and order in Ukraine, which
should result in a much more transparent legislation and less corruption, have not been implemented.
The fight against corruption has been largely left aside, and though we all hope that in the near future it
will bring improvements, it will still take a long time before there will be a calm and stable situation in this
area. However, both our fully integrated business approach, which will also be introduced into Ukraine
and Russia, and our diversified geographical position makes us strong in terms of competitiveness and
secures our sales.
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1.0 CEO Statement (continued)
With an EBITDA result close to 300 MDKK in 2015, Axzon has shown that we can make solid results even
under the worst possible conditions and with the outlook for 2016, where we expect a very slow start on
the upturn, Axzon is standing stronger than ever with an increased scale of production and improved efficiency.
The development in the last years shows that we are never allowed to stand still, but need always to seek
new possibilities, to improve and be innovative, in order to maintain our leading position in both quality
of products, efficiency in production as well as profitability.
In spite of the slowdown in economic growth and profitability, I am very proud to say that Axzon has been
developing in a positive direction on almost all production parameters throughout the year. Our employees have managed to focus on exact areas that they are able to influence, instead of falling into the mood
of disillusion and resignation.
But not only that; largely in Poland we have tried to develop new products and use the unique possibility
for traceability in our supply chain by offering more diversified products, aiming to support consumer
trends. First of all, we have our Co2 neutral meat certification, but we have also started a significant production of GMO free meat (pigs fed with non-GMO feed) as well as an antibiotic free production line.
That, combined with a determined effort to improve on all CSR issues not least animal welfare, will enable
us to give Axzon a more sales oriented profile, thus diversifying the company from the bulk production of
pork.
We have managed to expand, and still continue to expand, the production with new investments in areas
we know will improve our future income and results.
Pig meat will undoubtedly be one of the main ingredients in a varied diet for a growing number of people
in the world. We in Axzon have made it our vision to prove that it can be produced in a sustainable way in
spite of an intense production system based on modern production technologies and high efficiency in
every phase of the production chain from “field to fork”.
Under the circumstances, we regard the 2015 result for Axzon as very satisfactory and we are looking towards future challenges with optimism and energy, supported by a highly professional and motivated staff
in all of our production units spread across Central and Eastern Europe.
Tom Axelgaard
CEO Axzon
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2.0 Economic performance
Improved production results was the general tendency throughout 2015
Facts
•

Number of sows increased from 40.153 to 44.122 or by 10 %

•

Number of pigs in stock increased from 471.148 to 557.564 or by 18 %

•

Number of sold pigs increased from 858.070 to 1.129.975 or by 32 %

•

Sold pigs in tons increased from 90.864 to 110.534 or by 22 %

•

Sold meat from Prime Food in tons increased from 41.531 to 45.988 or by 11 %

•

Total harvested area decreased from 27.164 ha to 26.987 ha or by 1 %

•

The production of electricity from biogas increased from 54.764 til 61.935 mWh or by 13 %

•

The overall production capacity of the biogas plants decreased from 8.64 til 8.56 MW or by 1%

•

Sold liters of milk increased from 717.000 to 1.388.435 or by 94 %

•

EBITDA decreased from 342 MDKK to 284MDKK or by 17 %

•

EBT increased from 23 MDKK to 41 MDKK or by 80 %

In 2015, the number of pigs sold increased by 32% compared to 2014. This increase was a consequence of
the increased number of sows (10%) but also due to heavily improved productivity. Unfortunately, at the
same time the prices decreased significantly resulting in no net effect in revenue. By decreasing the production costs per unit, the improved productivity compensated for the significant decrease of prices. The
increased production of piglets was so large that there was simply not enough space in the barns to complete the finisher cycle. Therefore, is was necessary to sell a large proportion of the pigs as weaners, thus
increasing the share of pigs sold as weaners from 7% in 2014 to 17% in 2015.
The war in the Eastern part of Ukraine continued in 2015 and together with the decreasing oil prices, the
purchasing power in both Ukraine and Russia was severely weakened. The effect was, that the additional
margins in pig production, which previously was quite significant in both countries, were reduced.
Axzon’s first class finisher prices decreased to 5.08 DKK in Russia, 1.66 DKK in Ukraine and 1.06 DKK in
Poland. This development continued to unfold during the entire year resulting in the new year prices being at the same level. However, this emphasizes the importance of minimizing the production costs in all
three countries, a strategy that the Axzon staff has been continually focusing on for many years. It is not
possible to recognize price advantages on the single markets – every country must in principle produce at
a price that is competitive on the world market. When disregarding the extra costs (compared to the average production prices) that comes with an expansion, the production prices in the three countries corresponds. The cost/kg of pigs is almost the same in the three countries, except for differences caused by currency fluctuations, as well as weak and strong local relations.
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2.0 Economic performance (continued)
The results was also effected by the fact that Ukraine on December 31st, after pressure from IMF, changed
the Grant (VAT) rules so agricultural business only was able to keep a part of the payable agricultural
VAT. Axzon chose to make financial reports without including VAT and to show all assets without VAT
even if it is possible to keep 50% of payable agricultural VAT in 2016 and by this take the full effect in
2015. Axzon has therefore changed accounting policies with respect to the Ukrainian privileged VAT regime and restated the last 5 years’ financial reports so they are consistent with the new interpretation.
Furthermore Axzon has corrected translation into presentation currency and exchange differences arising
from the translation of net investment in foreign entities
The interest bearing debt has increased by 50 MDKK, even though there has been issued loans for 64
MDKK. The difference is due to changes in the exchange rate on the loans in Axzon, primarily those in
RUB. Compared to investments on 258 MDKK, this means that Axzon has a self-financing ability in excess of 75%. After depreciation, the self-financing phase passes 100 MDKK. On top of the direct investment, the group has also invested in an increase in herd numbers by 86.416 pigs. In 2015, the company
found it necessary to apply an even more critical approach towards new investments, mainly due to the
low pig-prices. Therefore, investments in progress will be finalized as fast as possible, securing the direct
operational cash flows to commence as soon as possible. Despite a significant decrease in the investments
in the subsidiaries, the very large currency depreciation and the low prices of pig meat, it has still been
possible for Axzon to maintain an equity ratio above 50%, a significant achievement when a large part of
the industry is moving towards insolvency.
During 2015, there was a significant decrease in the exchange rate of the Ukrainian UAH compared to
DKK, making it necessary to revalue our Ukrainian assets. Even though the Russian and the Polish currencies also decreased, the valuation test showed that the changes were only minor hence revaluation in
these divisions was deemed not necessary.
Unfortunately, our biogas production did not reach profitability in 2015. The price of the green certificates, which supports the biogas production in Poland, has once again decreased to a lower level. However, the Polish government is working on new regulations supporting biogas production, and if the expected changes will be introduced, the biogas production will once again be able to contribute to the economic results of Axzon. The increasing prices of energy in Ukraine is already contributing to improved
results and additionally, the Ukrainian government is also working on further improving the profitability
on biogas production.
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2.0 Economic performance (continued)
The arable department succeed in maintaining the improvements made in the fields of Ukraine. Through
constant application of both manure and lime, the soil has gradually improved, and the crop yields are
increasing year after year. In Poland, Poldanor has worked with cultivating the soil for more than 20 years
and the crop yields are very satisfactory, especially when the general soil quality and yield potential is taken into consideration. In Russia, however, Axzon has just started, and therefore the arable department is
constantly working to find crop varieties that will make better results.
Danosha has commenced milk production, albeit small, in Ukraine mainly for political reasons. Milk production is highly valued in the country, and it is also because it is possible to have large numbers of visitors to inspect such a farm, in contrary to the pig production, where the biosecurity more or less makes
visits from the outside impossible. The production facilities look impressive and achieves good production
results but does not give a significant contribution to neither turnover nor profit.
Despite the fact that the price level of pigs was even worse than expected during 2015, Axzon continued
with the plans from 2014 of expanding the sow herd by 10%. This brings the company closer to a production capacity of 1.5m pigs on an annual basis, and a good foundation for future results has been established.
Falling prices for live pigs in 2015 was so aggressive that had all finishers been sold at 2014 prices in DKK,
the turnover would have been 172m higher. The year began as expected, with a significant pressure on
prices. After a slow start, the prices rose to a more normal and quite profitable level in the spring. In July
2014 the normal price curve broke followed by an unexpected price drop. On the basis of this experience,
it was expected that the price drop in the second half of 2015 would be minor in comparison. However,
the difference was almost 50% bigger. This resulted in a turnover at approximately the same (+1%) level
in 2015 compared to 2014, despite the fact that Axzon sold 32% more pigs in numbers. It should be noticed that a big part of the turnover was based on a larger sale of weaners, which is why the sales increase
in tons was relatively smaller.
Despite the decrease in revenues per sold pig, the EBITDA has only decreased by 58 MDKK compared to
last year. This means that the loss in revenue was compensated with almost 75% by production and cost
improvements. The significant increase in produced and sold pigs per sow/ year in Poland especially contributed to this development.
Depreciations increased by 19 MDKK. Of this, 30 MDKK is depreciation on revaluations, where the revenue was posted directly to the company’s equity. This way, the revaluation in 2014 has reduced the result
in 2015 by 30 MDKK without having had any positive effect on the result in 2014.
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2.0 Economic performance (continued)
The financing costs have decreased by 15 MDKK. This is mainly due to IFU (Investment Fond For Developing Countries) shares in Danosha, which are posted as debt in the consolidated balance sheet, because
of Axzon’s obligation to purchase the shares before the end of 2019. The calculated interest rate has been
reduced from 20% to 10%.
The currency loss in 2015 was significant, but has been reduced by 97 MDKK since 2014. The company
will make no predictions for the future regarding currency development, but given the turmoil in Ukraine
and the decreasing oil prices, it is still expected to cause trouble in the future.
In 2015 there were tax expenses of 4 MDKK. This is due to the fact that in 2014 the latent tax in Prime
Food was posted as income, with the expectation that the company would continue to make positive results. As Prime Food lived up to the expectations, the tax has been posted as an expense.
The equity in Axzon has fallen by 31 MDKK in 2015. This is due to a currency loss on the equity in Axzon’s
subsidiaries of 186 MDKK, which was only partly offset by a revaluation of Axzon’s assets of 114 MDKK.
The net result was 41 MDKK. However, the company managed to maintain a good solidity with an equity
share of 53%.
The balance remains almost the same. This is partly due to the large devaluations in functional currencies
in the subsidiary countries, which actually means that our assets are depreciated in DKK, and partly due
to the low price levels of the biological assets at the year-end.
Due to the decreasing prices and currencies, Axzon has technically been in default on some of the financial covenants the company has to banks. To solve this problem, the company has received waivers related
to these covenants.
However, as the waivers have not been formally issued before 31.12.2015, the IFRS accounting rules requires that all loans from substantial lenders which are in breach of financial covenants year end are presented as short term debt due to a strict interpretation of IFRS, despite that the loans never legally were
short term. On the basis of this situation, Axon’s current ratio is around 0.7 whereas it is close to 1.3 with
the waivers duly signed and recognized before the loans legally gets short term.
For a company like Axzon, a result of 41 MDKK is well below expected. However, considering the external
conditions together with the success of compensating for the loss in income by significant production improvements and cost reductions, combined with yet another solid result in the slaughterhouse, management is satisfied with the achieved result.
3.0 The market in the “Axzon countries”
The pig prices in 2015 have roughly followed the pattern from 2014 with a yearly average price in January,
a decline until March followed by a raise until July, ending up with another decline until December (See
graph 1).
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3.0 The market in the “Axzon countries” (continued)
Graph 1
Axzon's Pigprices in dkk per kg HCW in
Poland Ukraine and Russia 2014-2015.

Poldanor
Danosha
Dan Invest

22,00
20,00
18,00

dkk

16,00
14,00
12,00
10,00
8,00
1(14)
4
7
10
13
16
19
22
25
28
31
34
37
40
43
46
49
52
3
6
9
12
15
18
21
24
27
30
33
36
39
42
45
48
51

6,00
Year and Week

Unfortunately, the price level in 2015 has been significantly lower than in 2014, and the lowest average
price ever on 8.75 DKK HDW was registered in March 2015. (See chart 1).
Chart 1
Company

Year

Currency

Poldanor
Danosha
Dan-Invest
Axzon

2015 PLN
2015 UAH
2015 RUB
2015 DKK
2014 DKK
Index 2015 til 2014

Min. price in Max price in Difference in
%
local
local
currency
currency

3,78
21,00
89

4,85
35,80
126

28,3
70,5
41,6

Min.
price in
DKK

8,39
7,14
9,95
8,75
10,46
84

Max price Difference in %
in DKK
from min. to
max. price in
DKK

11,09
14,41
19,14
12,35
13,89
89

32,2
101,8
92,4
41,1
32,8

Ultimo
price 2015
in local
currency

3,95
28,1
96,5

Ultimo
price
2015 in
DKK

11,00
11,74
12,41
9,54
10,71
89

The uneasy situation in Ukraine, which resulted in a significant currency loss on the UAH, was the main
reason for the very low 2015 prices. However, the Ukrainian pig prices quickly adapted to the new market
value in UAH, and there was a general increase of pig prices in both Ukraine and Russia until October
2015, where prices again started to decline in all three Axzon countries, reaching the second lowest level
in 2015 at the end of December (see graph 1).
Looking at the large price differences in the different countries some trade between “the Axzon countries”
would have been perfect, but due to both sanitary and political restrictions in 2015, it was not possible to
trade live animals. However, compared to 2014 where the difference between the lowest and the highest
price in DKK was about 140%, in 2015 there was a difference of 168% in Axzon as Danosha’s lowest price
was 7.14 DKK and Dan-Invest’s highest price was 19.14 DKK.
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3.0 The market in the “Axzon countries” (continued)
Graph 2

Axzon pigprices at a weekly level
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Weekly pigprice in DKK/kg liveweight
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A historic expansion in Axzon in 2014/15 of more than 10,000 sows resulted in a significant increase in
number of pigs and pig meat sales, with an overall sale of 22% more tons of pig meat sold in 2015 than in
2014 (see chart 2).
As the expansion in % was not equally big in each of the” Axzon countries”, it has influenced the internal
Axzon market, where Dan-Invest has moved from 7% to 10% and Danosha from 31.3% to 34%, at the expense of Poldanor which has gone down from 61.8 % to 53.6 % in share of total ton of sold pig meat. Part
of the explanation is also, that although Poldanor has improved the number of pigs sold, it turned out to
be impossible to find room for all slaughter pigs, so consequently they were sold as piglets and weaners,
which resulted in a big weight difference.
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3.0 The market in the “Axzon countries” (continued)
Chart 2
Marketshare in Axzon in tons
Company
POLDANOR

DANOSHA

DAN-INVEST

AXZON

Tons sold
Period
2015
2014
Indeks
2015
2014
Indeks
2015
2014
Indeks
2015
2014
Indeks

2014 to 2015

2014 to 2015

2014 to 2015

2014 to 2015

Share of
Axzon

59.272.506
53.238.212
111
38.440.854
26.982.305
142
12.820.167
5.992.278
214
110.533.527
86.212.795
128

53,6
61,8
86,8
34,8
31,3
111,1
11,6
7,0
166,9

In each country, the relation between sales of pigs in different categories has also changed. The most significant change is that the number pigs sold as piglets or weaners has risen from 7% in 2014 to around
17.4% in 2015. The reason is that it has not been possible to make the necessary investments in order to
take all pigs through the whole production process, which again has resulted in a drop in the yield pr.kg.
pr. sow despite the fact, that the number of pigs/sow has risen very much (see chart 5).
Chart 3
Marketshare in Axzon in pcs
Company
POLDANOR

DANOSHA

Piglets & Weaners
87.920
1.960
4486
108.585
59.965
181

DAN-INVEST

AXZON

196.505
61.925
317

Finishers
492.890
465.855
106
305.436
253.024
121
112.272
59153
190
910.598
778.032
117

Sows and
other
12.283
10.622
116
6.307
5.396
117
4.282
1.209
354
22.872
17.227
133

Total
593.093
478.437
124
420.328
318.385
132
116.554
60.362
193
1.129.975
857.184
132

Piglets & Finishers Sows and
Weaners
other
14,8
83,1
2,1
0,4
97,4
2,2
3.618,5
85,3
93,3
25,8
72,7
1,5
18,8
79,5
1,7
137,2
91,4
88,5
96,3
3,7
98,0
2,0
98,3
183,4
17,4
80,6
2,0
7,2
90,8
2,0
240,7
88,8
100,7

The meat to feed ratio also changed during the year, but the feed prices have more or less adjusted towards the end of the year (see graph 4). Some of the big fluctuations in March were caused by the exchange rate, so the meat to feed ratio remained the same, as the same exchange rate was used for both
feed and pigs. At the end of the year pig prices declined faster than the feed prices, so here the meat to
feed ratio deteriorated.
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3.0 The market in the “Axzon countries” (continued)
Graph 4

3.1 The markets in Poland
Pig market in Poland
In the recent years there has been a dramatic drop in the price of pigs at the beginning of October and November 2015. The price of pigs is continuing to decline and are much lower than those in the previous
year (nearly 12%).
A part from the Russian embargo another significant impact on the decrease of pig prices may have been
the announcement released by the World Health Organization about the alleged dangers of eating red
meat for human health. The report concludes that excessive consumption of pork increases the risk of
cancer. In contrast, Polish studies on pork meat reveal that it brings health benefits if it is not chemically
processed.
The increase in production of pork in the EU, including Poland, meant that in 2015 prices of pigs were
lower than a year earlier. The normal seasonal rise in the pig prices during the summer was mitigated by a
big supply of pork. On the other hand, the market was supported by EU´s private storage mechanism.
According to The Central Statistical Office (GUS) data, at the end of November 2015 the number of pigs in
Poland amounted to 10 590.2 thousand heads, which in comparison with the same period of 2014 means
a decline by 6%. Compared to the size of pig herd in March 2015, the number of pigs in Poland decreased
by 8%.
Sows herds decreased by 14.8% compared to November 2014 and dropped to a record low level of 814.4
thousand heads.
In the analyzed period, limited domestic production of piglets was offset by exceptionally large imports.
By the end of November 2015 imports of live pigs up to 50 kg amounted to 4.237,7 thousand heads, and
was by about 8.3% higher than in the corresponding period of 2014. It is estimated that approximately
75% of this volume came from the Danish market.

19

Review
3.1 The markets in Poland (continued)
In case of fatteners (over 50 kg), there has been a dramatic decline in imports to only 508 thousand heads
at the end of November 2015. The majority of fatteners came to Poland from Germany.
National industrial slaughtering of finishers in 2015 is estimated at about 21.5 million heads (about 3%
higher than in 2014 and 12% higher compared to 2013). The assumption is, that in 2015 over 1/4 of the
finishers in Poland originated from piglets imported mainly from the Danish market and then fattened in
Poland.
Polish pig prices, were in 2015, strictly correlated with the high supply of finishers, and were on average
by about EUR 0.06/kg of live weight lower than in the German market. Periodical fluctuations between
the price in Poland and the price in Germany resulted rather from the current EUR/PLN exchange rates
than from any other reason.
The meat market in Poland
In 2015 the meat industry slowly got on “its own feet” after the collapse that hit the meat industry in 2014
caused by African Swine Fever, and the subsequent suspension of exports of Polish pork on many markets
plus the cessation of exports to Russia, after the introduction of the embargo on EU food. The industry
significantly changed their strategies, as it became harder to promote and seek new markets, but there are
positive effects of these activities. Poland has increased the export of Polish meat to EU countries, pork
exports to Italy increased by 26%, Germany 16%, and to Britain by more than 80%. Unfortunately, big
markets such as China and South Korea are still closed for Polish pork. Exports of pig meat fell by more
than 40%. Even so the estimation is, that the export of pork can grow to approx. 640 thousand throughout 2015, compared to 625 thousand tons in the previous year.
3.2 The markets in Ukraine
Pig market
In early 2015 the price continued to fall every week consistent with the New Year holidays. This was
caused by a ban on supplies to Russia, increased supply from small producers and low purchasing power
of customers. In the last part of January PEDV was found in several large and small farms in Ukraine. As
a protection from the virus Danosha had to stop the cooperation with some meat-processing plants, which
did not meet the new requirements of biosecurity. In addition, infected farms were selling pigs at dumping prices. At the end of March, the pig price rose due to Easter holidays. So the situation on the market
was stable and prices were kept at about the same level of 26-26.5 UAH till the end of April. Every year in
late summer the seasonal correction of the price begins. The annual seasonal factors and the low purchasing power of the population led to a drop in prices. Only in week 50 the decline of prices stopped. The
price even grew with more than 1.5 UAH, but it was not lasting long and from week 53 prices were again
gradually going down.
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3.2 The markets in Ukraine (continued)
Feed market
In the beginning of the year, the Ukrainian grain market became more active. The average prices for grain
and oilseeds still had a tendency to increase. As a result of the UAH devaluation and political mess in
Ukraine. Only in the beginning of spring, the UAH reestablished 1/3 of its value, which then caused a slow
price decline. During the harvest, the grain market was extremely passive, which was caused by an unstable currency situation, and rumors about a possible devaluation. At the end of the year, the grain market
became very active and prices decreased by 150-200 UAH/ton. This sudden change on the Ukrainian
grain market was probably caused by fear for the new taxation system.
3.3 The markets in Russia
2015 is noted as the year of dramatic losses and huge challenges for the economy of The Russian Federation due to decreasing oil prices and Western sanctions, which caused a considerable drop in the value of
the RUB compared to Western currencies.
Despite the economic challenges in the country the government continued to support agricultural and
meat producing companies by giving subsidies. In total Dan-Invest received 88.8 MRUB subsidies from
federal and local budgets. The new subsidy program, which was implemented in 2014 (compensation of
investments), was also prolonged for 2015.
The meat market in Russia was, in 2015, influenced by restriction of import to the country, caused by the
ban of pork imports from the EU. Also the devaluation of the ruble had a profound impact on the behavior
of importers. In total import of all types of meat to Russia in 2015 was 33% less than in 2014. On the other
hand pig production in Russia continues to grow. The cumulative result in 2015 is +134 thousand tons of
meat for all categories (that is +4.5% in comparison to 2014).
4.0 Production
4.1 Pig production
All pig production divisions in Axzon have shown both growth and improvement during 2015: Number of
sows (graph 5), Number of sold pigs +32% (graph 6), Number of sold meat in ton + 26% (graph 7) Number of live born/litter +7% (graph 8) and pigs sold/sow + 12% (graph 9).
In 2014/15 Axzon made the biggest expansion in number of sows in the company’s history. The company
expanded by 10k new sows and as the expansion happened gradually during 2014, it was not until 2015,
that the results of the increase became visible in no. of pigs and tons of pig meat. Therefore, this development has had a great influence on the results of 2015 in terms of no. of sows and ton pig meat sold, but
also the significant improvements in live born/litter and sold pigs/sow (chart 5) has contributed to the
results. Unfortunately, it was not possible to find the production facilities to match the massive expansion, and therefore a larger number of pigs were sold as piglets and weaners instead of finishers. Because
of that, the number of sold kg pig/sow has decreased by 5% from 3171 kg to 2999, as the weaners are sold
at approximately 30kg in average against 110kg as finishers.
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4.1 Pig production (continued)
Biosecurity efforts have been a high priority in 2015, and there has been no outbreaks of diseases causing
serious losses in the production. Biosecurity continues to have an enormous importance in all Axzon
companies in order to improve or at least maintain the health status of today.
In 2015, Axzon committed 100% to Danish genetics and breeding material from Dan Avl in Poland and
Ukraine. The last sows from the other breeding companies were sold out in December. Animals from other breeding companies are still being tested, especially boars, as Axzon would like to reduce the use of
feed for finishers despite the current relatively high sales weight (graph 10).
Graph 5
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4.1 Pig production (continued)
Graph 7
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4.1 Pig production (continued)
Graph 10

Chart 4
PIGS
Company

Period
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2014
Indeks 2014
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2014
Indeks 2014
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2014
Indeks 2014
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Dan-Invest

Axzon
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til 2015

til 2015

til 2015

til 2015

total no. of Sold pigs
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pigs in stock liveweight total sold
in 000' tons tons pr
company

22.637
21.867
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13.887
13.386
104
7.598
4.900
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44.122
40.153
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300.978
260.416
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173.640
162.904
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82.946
47.828
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557.564
471.148
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59.273
54.725
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38.441
26.982
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12.820
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110.534
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53,6
62,4
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30,8
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11,6
6,8
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100
100

Total pigs
sold in pcs

593.093
478.437
124
420.328
318.385
132
116.554
60.362
193
1.129.975
857.184
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Chart 5
PIGS
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4.2 Arable (continued)
Chart 6
Corn crops
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The harvest of 2015 was satisfying without any great challenges regarding both the weather and the machinery. The main part of the harvest was stored without any drying.
The turnover was slightly lower than in 2014 (approximately 1% in average). This year, the corn yielded
0.2t less compared to last year, the oil crops 0.26t more, whereas the grain yields dropped with 4% in average for all three countries. The larger yield of the oil crops in 2015, and the fact that this is the sales
crops of Axzon, meant that the value of the harvest in total was almost the same as in 2014 - even though
the average result of the entire arable department decreased from 4.71 t/ha to 4.67.
No new crops were taken into the crop rotation program in 2015, but trials are still being conducted with
soybeans, while all tests with peas have been put on hold. Peas is a difficult crop to harvest, and the yield
has never lived up to expectations.
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4.3 Biogas and energy
There has been a significant progress of the efficiency in the biogas department
Chart 7

An increase of efficiency from 72% to 84% in the biogas department shows a significant progress in 2015
(chart 7). A big part of the improvement comes from Ukraine where the plant increased the efficiency
from 28% in 2014 to 67% in 2015. It was of course expected, as 2014 was the startup year, and especially
in Ukraine, it has been, and still is, difficult to keep a stable production, due to lack of skilled and well
equipped maintenance companies, and available spare parts in the country.
The plants in Poland also increased the efficiency level from 80% to 87%. The increase was a strategical
decision, as the plants had been running on a low level due to a strained economy of the biogas production in the country. The plants in Poland have not been a profitable business for a longer period of time
and as a consequence, the company has started to adjust the plants to other types of raw material than
maize-silage. The use of maize-silage as raw material in the plants will be phased out over the next 5
years.
Despite a weak economy in the biogas department, the plan is to further develop and expand in this department. Axzon is planning to expand with new plants but also to bring the existing plants in to a new
era with new types of raw material as the plants have a very beneficial effect on the environment close to
our pig production units, and as such the biogas production is an important part of the Axzon’s identity.
The task is of course to make it profitable again, mainly by reducing the establishment costs, running
costs, as well as a change to cheaper raw materials, but even with a zero economic result in the sector, the
production will be continued.
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4.4 Cows and milk
Chart 8
COWS & MILK
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During 2015 the production of milk increased with 94% for various reasons.
Due to low profitability in milk production in general, especially with a small scale production, the production in Poland has been stopped, and all cows were sold as of 31-12-2015.
However, in Ukraine a similar production has been established with approximately 80 milking cows and
the plan is to expand further to approximately 190 cows during 2016. The yield of the new cows in
Ukraine has been significantly better than the cows in Poland, and the yield in liter/cow/year has increased from 6035 l. to 8072 l in 2015. A part from the former herd of milking cows in Poland, Axzon still
has a small herd of approximately 100 beef cattle.
4.5 Slaughtering and meat
As Prime Food is still the only slaughterhouse in the Axzon group, the following numbers are only based
on Prime Food. The number of slaughtered pigs has increased by approximately 11% and the slaughterhouse is running on more than full slaughter-capacity. In 2014 it was decided to stop the sales of pigs
from Poldanor to external buyers, and, at the same time, to close the purchase of pigs to Prime Food from
external producers. Thus, the 505.696 slaughtered pigs in 2015 comes from Poldanor. The number of
pigs, however, has increased due to the purchase of fresh meat elements from external suppliers, bringing
the MAP sales up to its maximum capacity.
The weight of the incoming pigs is the same as in 2014, and there is currently no plans of changing the
weight significantly. The table below shows the diversification of the sold meat products from Prime Food
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4.5 Slaughtering and meat (continued)

Chart 9

Due to a capacity limitation of 12.000 ton at the slaughterhouse, Prime Food has invested in enlarged
MAP production areas and facilities, in order to further increase this part of the production, as well as
continue the increase in the percentage of processed meat.
By these investments, Prime Food is continuing to follow the strategy of being a stable supplier of high
quality fresh packed meat and processed products in a private label supply chain in close cooperation with
the biggest supermarket chains in Poland, as well as a few foreign chains.
Besides that, Prime Food and Poldanor are now cooperating closely on developing diversified products
and markets, in order to utilize the unique situation of being in full control of the whole supply chain. As
an example prime Food sold the first special GMO free meat to an American customer, and more of similar products are in the pipeline for the coming year.
In 2015 Axzon has focused on improving the biosecurity standards at the slaughterhouse as well. The
company has invested in a new washing station for trucks and the slaughterhouse has also implemented
Danish welfare standards for pigs before slaughtering.
4.6 Conclusion
In the past year there has been improvements in all departments of the production in Axzon and on all
key efficiency parameters. As of February 2016, the production efficiency is still increasing in all key parameters.
5.0 Risks
Enterprise Risk Management (ERM) input
Axzon’s activities and the geography of its operations expose it to a number of risks, the most prominent
being biosecurity risk, political risk and financial risk.

28

Review
5.1 Biosecurity risk
Since 2007, African Swine Fewer (ASF) has posed a significant threat to pig producers in Eastern Europe
and Russia and when addressing the biosecurity risk in Axzon, ASF is a particular concern due to its devastating nature.
To mitigate the biosecurity risk Axzon has developed a biosecurity program in order to stop transmission
of disease by minimizing the movement of biologic organisms or their vectors (body fluids, viruses, bacteria, rodents, flies, etc.) onto and within animal operations.
According to this program, the health status of the herds is measured constantly by internal and external
experts, all animals are kept in bio-secure facilities with no un-controlled access possible for humans, vehicles and animals. The production facilities are designed using state of the art technology within hygiene
and animal welfare and special programs are in place mitigating biosecurity risk related to live animal
transportation, feed mills and slaughterhouses applying both to Axzon and partners.
All new production facilities are situated at a safe distance from each other and potential sources of disease, and all new animals are subject to quarantine before they are entering the territory of a production
facility. The Axzon slaughterhouse Prime Food in Poland is using only pigs produced by Axzon’s Polish
production company Poldanor or producers controlled by Poldanor, this way being able to fully control
the access by trucks to the production facilities and the health status and quality of the raw material used
in Prime Food.
The biosecurity procedures and operational facilities undergo at least one annual audit, both internally by
the Axzon staff in cooperation with recognized Science Centers, and externally by expert representatives
of our shareholders.
5.2 Political Risk
With regard to political risk, Ukraine has again in 2015 been characterized by war, political turmoil and
the inevitable economic downturn to follow such a situation, and as a consequence the purchasing power
among consumers of pork declined.
In Russia, during 2015 the economy was negatively affected by a collapse in the crude oil price and a significant devaluation of the Russian ruble which, combined with the impact of financial sanctions imposed
on Russia by the EU and the USA, caused a recession in the Russian economy. On the other hand, the
counter-sanctions imposed by Russia with regard to agricultural products from the EU and other countries created an opportunity for a higher price on agricultural products produced in Russia and a government focus on self-sufficiency.
Poland, as was the case with other EU pig producers, suffered from low prices in 2015 due to excess production of pig meat in The European Union, and the Russian counter sanctions. Furthermore, the emergence of a new Polish government expressing controversial views on a variety of topics including agriculture and large-scale agricultural producers like Axzon added to the uncertainty.
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5.2 Political Risk (continued)
As reported elsewhere and as 2015 production numbers show, Axzon’s solution to such challenges is to
become even more effective to be able not only to survive, but to take advantage of the situation.
Furthermore, Axzon seeks to mitigate political risk by producing in different countries and by having institutional shareholders and lenders on board like the IFC (International Finance Corporation), the EBRD
(European bank for Research and Development) and the Danish government fund IFU creating leverage
towards the political level in the countries of operation. Locally, Axzon cooperates with all stakeholders
including decision makers, legislators, NGOs and neighbors in order to create a relationship of mutual
trust.
5.3 Financial Risk
The financial risks facing Axzon are primarily related to the interest rate and currency. Debtor risk is also
a risk, however with a more limited impact.
Interest rate SWAPS are not used.
Loans are taken primarily with a variable return meaning that the interest rates are at the same level as
the market. Fixed rate loans are occasionally used for construction investments if profitable and expedient.
Currency risks is minimized by coordinating payments to the extent it is possible. Devaluation risk in the
countries of operation is not mitigated as Axzon’s products are mainly internationally valued commodities
and therefore the impact of devaluation is mostly accounting related. In the long run sale and purchase
prices will adjust to the global market thereby compensating for the gained losses.
5.4 ERM initiatives 2015
In 2015, the Axzon Group decided to apply a more structured approach to Enterprise Risk Management
(ERM) by introducing a web-based online ERM tool allowing each subsidiary in the Group to identify and
assess the risks facing them, set up mitigation plans, follow up on these plans and appoint responsible
persons for this. In 2015 the implementation of this framework has been work in progress and the system
is expected to be fully operative during Q1 2016. The ERM input from the subsidiaries will be consolidated on group level, forming a Group ERM database which is to be updated and presented to the Axzon Audit Committee on a regular basis.
5.5 Subsequent events
After the status date, there has been no significant changes in the political situation in Russia and
Ukraine, which means that we still expect a volatile and turbulent market and economic situation in those
countries.
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6.0 CSR
CSR has been a focus area for Axzon A/S since the founding of the company in 2010, and before that,
when the Group consisted of individual production companies in Poland and Ukraine, Axzon also took
pride in “doing things the right way”. Sustainability was and remains a key word and the aim is always to
try to act in a responsible, sustainable manner – with regard to the environment, animals, the communities where Axzon operates, live and work, employees, competitors etc.
A year has passed since Axzon launched its first new-format CSR report in 2015. During that short time
and despite adverse business conditions in all three countries of operation Axzon has increased the herd
by 10.000 sows and the number of employees by 119. Needless to say, expanding during hard times takes
its toll on both capital and people, but keeping up the high standards in everything has been a key point
for Axzon. This goes for the CSR activity as well and there is already good progress on most of the KPIs
that set in 2014.
In 2015, Axzon has implemented a new system of internal audit regarding animal welfare, and Axzon sustains zero welfare-related penalties from authorities, use less water, less fuel for the machinery and renewed focus on labor safety has been implemented, which has paid off with a substantial reduction of accidents and days away from work. The slaughterhouse, Prime Food, has been focusing on quality and food
safety causing the number of recalls to decrease radically, and Axzon’s employee turnover has decreased
despite the expansion and the many new hiring’s. Axzon has donated more than ever before to local communities, showing employees, neighbors and local authorities that Axzon is committed to being a positive
contributor to the local area.
From an organizational point of view, Axzon has enhanced the CSR department by appointing a number
of specialists in each field measured, which will ensure that Axzon keeps focus on improving the CSR KPIs
during the year. In other words, making sure that CSR is a part of how Axzon thinks and act in every aspect of the business. The Axzon 2015 CSR Report can be downloaded by following this link:
www.axzon.eu/images/PDF/csrfinancialstatements2015.pdf
7.0 Expectations for the future
In the past year Axzon has proven that the group is able to produce remarkable results, even under the
most difficult external circumstances.
The company expects to continue to increase both scale and efficiency in the production, as well as reducing unit costs in 2016.
The prices on agricultural products runs in cycles. Therefore, Axzon expects an upward trend in pig prices
in the years to come. As for 2016, however, the profitability level in the pig production, especially in the
beginning of the year will continue to be low, but is expected to start the upward trend in the last part of
the year. This expectation is supported by prognosis for the production in Europe, where the herds are
decreasing in most countries, and a lot of producers are facing bankruptcy.
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7.0 Expectations for the future (continued)
In 2016 the company will reach full production in Russia. Taking this into account, the sales of pigs is expected to reach 1,25 million in 2016.
The turnover for 2016 is expected to be approximately 1.5bn DKK, with an EBITDA percent of 20+ and a
net result of approximately 10% of the turnover. Changes in the exchange rates must be added/subtracted.
Other than the slowly rising pig prices, the above-mentioned expectations are based on improved conditions for the biogas production in Poland and Ukraine, as well as a reasonable competition in the slaughter business as well as nearly unchanged.

32

1
2
3

APPENDIX B – UNAUDITED INTERIM FINANCIAL STATEMENT FOR THE ISSUER
FOR 1 JANUARY - 30 JUNE 2017

Company announcement no. 1/2017

Interim Report for 1 January – 30 June (H1) 2017
Axzon A/S increases earnings
A revenue of DKK 942 million was generated in H1 2017
compared to DKK 786 million for H1 2016 corresponding to a 20
% increase. Revenue was positively affected by the increase in
the pig prices, where the increase in Poland has been on 28 %
and in Ukraine and Russia 33 % and 42 % respectively.
Earnings before interest, taxes, depreciation and amortization
(EBITDA) for H1 2017 amounted to DKK 272 million compared to
DKK 166 million in H1 2016. EBITDA margin was 28.9 % for H1
2017 compared to 21.2 % in H1 2016. Earnings have increased
especially in the pig segment due to the higher pig prices but also
to some extend in the energy segment due to higher prices on
certificates on biogas.
Earnings in the food segment have been significantly lower in H1
2017 compared to H1 2016 due to higher prices on pigs as the
main raw material and also a late start of the barbecue season.
Free cash flow for H1 2017 amounted to DKK 138 million
compared to DKK -14 million in H1 2016. In addition to improved
operating cash flow, the increase was the result of a refinancing
of the Group’s financial debt, which resulted in a DKK 82 million
net proceed.

“After a positive second half of 2016, where prices on both milk
and pig meat again reached profitability level on the EU
market, we expected a good and stable first half year of 2017.
However, the continued large export of pig meat to especially
China, together with a slight decrease in the production led to
a better than expected demand on the European market, and
we are therefore able to present a H1 result significantly better
than expected.
The results are driven by stable and remarkable high efficiency
in both primary production, as well as in the processing sector,
created by a dedicated and skilled staff in all segments and
geographies of the Axzon Group.
The last 3 years investments in both increased production
capacity in all segments, as well as further processing facilities
to support the increased demand for special meat products
based on higher welfare norms, minimum or no use of
antibiotics and GMO free meat, are now starting to pay off.
It is a great satisfaction for both management and employees
to conclude that the strategies and plans laid out years ago, are
now starting to give a positive return, and it gives renewed
strengths to face the challenges in the coming years in a
turbulent, and at times, unpredictable market.”
CEO Tom Axelgaard.

Selected financial highlights and key ratios
DKK '000

Q2 2017

Q2 2016

H1 2017

H1 2016

2016

29,329

30,185

59,437

59,944

120,590

Revenue

536,380

418,059

942,314

785,612

1,493,575

EBITDA

175,594

84,218

271,859

166,449

327,764*

32.7%

20.1%

28.9%

21.2%

21.9%

EBITDA fixed herd price

130,730

64,322

218,106

130,763

281,378

EBIT

134,793

49,248

191,755

97,160

171,602

%-margin

25.1%

11.8%

20.3%

12.4%

11.5%

Net income

79,991

52,035

120,863

51,780

95,476

Sales, tonnes

%-margin

Free cash flow
Net interest-bearing debt (NIBD)
NIBD/EBITDA LTM fixed herd price

137,864

(13,733)

17,584

1,171,276

1,267,638

1,185,407

3.17

NIBD/EBITDA LTM fixed herd price (Obligors)**
2.87
*EBITDA 2016 includes special items of DKK 16 million due to African Swine Fewer outbreak on a Russian farm in Q3 2016.
**Bond Obligors consist of: Axzon A/S, Finansax ApS, Poldanor SA, Prime Food sp z.o.o. and Danosha LLC.
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Further information regarding this statement
Tom Axelgaard, CEO, tel: +45 4037 2379
Hans Henrik Pauk Pedersen, CFO tel: +45 4040 8413

Financial calendar 2017
29 November 2017 : 1st – 3rd Quarter interim report 2017

Forward-looking statements
This interim report contains “forward looking statements”. Undue reliance should not be placed on forward-looking statements
because they relate to and depend on circumstances that may or may not occur in the future and actual results may differ materially
from those in forward-looking statements. Forward-looking statements include, without limitation, statements regarding our
business, financial circumstances, strategy, results of operations, financing and other plans, objectives, assumptions, expectations,
prospects, beliefs and other future events and prospects. We undertake no obligation, and do not intend to publicly update or revise
any of these forward-looking statements, unless prescribed by law or by stock exchange regulation.
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Financial Highlights and Key Ratios
DKK '000

Q2 2017

Q2 2016

H1 2017

H1 2016

2016

Revenue

536,380

418,059

942,314

785,612

1,493,575

Gross profit

196,085

101,835

311,163

200,363

411,260

EBITDA

175,594

84,218

271,859

166,449

327,764

EBITDA fixed herd price

130,730

64,322

218,106

130,763

281,378

Income statement

EBIT

134,793

49,248

191,755

97,160

171,602

Financial items, net

(34,063)

(16,638)

(51,085)

(31,693)

(63,411)

79,991

52,035

120,863

51,780

95,476

Operating activity

112,902

81,674

226,901

Investing activity

(56,749)

(79,652)

(138,709)

Financing activity

81,712

(15,755)

(70,608)

137,864

(13,733)

17,584

2,433,571

2,455,177

2,439,989

Profit/(loss) for the period

Cash flow

Free cash flow

Balance sheet
Non-current assets
Net working capital

611,250

485,178

505,609

Net operating assets

3,044,821

2,940,355

2,945,598

Total assets

3,426,045

3,143,444

3,163,288

Equity

1,873,544

1,672,716

1,735,439

Net interest-bearing debt (NIBD)

1,171,276

1,267,638

1,185,407

Share ratios
Earnings per share

1.5

1.0

2.3

1.0

1.8

Gross margin

36.6%

24.4%

33.0%

25.5%

27.5%

EBITDA margin

32.7%

20.1%

28.9%

21.2%

21.9%

EBIT margin

25.1%

11.8%

20.3%

12.4%

11.5%

Free cash flow / Revenue

14.6%

-1.7%

1.2%

Cash conversion

71.9%

-14.1%

10.2%

3.17

n.a.

4.21

54.7%

53.2%

54.9%

Key financials Group

NIBD/EBITDA LTM fixed herd price
Equity ratio

Axzon Bond Obligor Group*
Revenue

481,986

843,157

EBITDA

156,503

241,977

EBITDA LTM fixed herd price

343,876

343,876

Net interest-bearing debt (NIBD)
NIBD/EBITDA LTM fixed herd price

985,977
2.87

*Bond Obligors consist of: Axzon A/S, Finansax ApS, Poldanor S.A., Prime Food sp z.o.o. and Danosha LLC.
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Management’s Review
In H1 2017, Western European pig production continued to
recover from the difficult period in 2014-2016 in terms of
profitability. The average pig price in EU was EUR 1.63 per kilo
carcass weight in H1 2017, compared to EUR 1.33 per kilo carcass
weight in H1 2016. Also in Ukraine and in Russia the pig prices
were higher in the first half of 2017 compared to 2016.
This price level on pig meat, combined with a relatively low price
of grain and protein sources for the feed production, has made
it possible for the main part of the pig producers in Western
Europe to regain profitability as many farmers in Europe have
had a very tight cash flow situation for too long, causing a
significant lack of maintenance and upgrading of their
production facilities.
On the other hand, the increased prices of especially bulk pig
meat, has made H1 2017 very difficult for both slaughter houses
and processing plants, given the fact that a sudden significant
increase in raw material prices in the sector is very difficult to get
fully reflected in the prices of the finished products to the
retailers with such a relatively short notice.
Axzon represents the full supply chain, which means that the low
grain and protein prices give a poorer result in the arable
segment, the increased prices of live pigs and lower feed prices
benefit the pig segment, and last but not least, the high pig prices
reduce the profit in the meat and processing segment. At the
same time Axzon is present on different markets, which are not
necessarily following the same price trends, especially in Eastern
Europe where political turmoil and even armed conflicts restrict
the free flow of food products across borders.

Since 2014, the continuous threat of African Swine Fewer (ASF)
has made direct exports of pork from the affected countries to
big markets like China, Japan and South Korea impossible. In all
countries where Axzon operates there have been an increasing
number of ASF cases in the first half of 2017, and unfortunately
the dangerous disease has now also spread to the Czech
Republic, which increases the risk of it moving into Western
Europe. If that happens, it will be extremely difficult to control
the spread of the disease, as the density of wild boars is very high
in large parts of both Germany, France and Spain, and also freerange pig production is becoming increasingly more common in
certain regions, including Denmark.
Axzon has constantly upgraded its biosecurity measures on all
farms, which means that Axzon today have a very high
biosecurity standard, and though it is not possible to completely
eliminate the risk, the likelihood of getting the disease on several
farms at the same time, given both distances between farms and
biosecurity level, is considered low.
DKK per kilo

Axzon realised pig price

14,00
13,00
12,00
11,00
10,00
9,00
8,00

The last many years have shown that such a spread in both
geography and production segments provides more stability,
first and foremost when it comes to profitability, but certainly
also when it comes to the ability to make high quality products
in a sustainable and well documented way.
H1 2017 has again confirmed that this is a good and safe strategy
for Axzon, and a lot of efforts have been made in terms of
securing and documenting the high stable quality, as well as the
full supply chain status. As an example, of this, Axzon is working
very determined on getting a number of certifications in place,
both in individual segments of the production, as well as general
certifications, covering the whole supply chain. One of them is
the international certification Global G.A.P. (Good Agricultural
Practice), a certification that in Axzon covers pig segment and
arable segment on important issues related to food production
from food safety and traceability, environment and
sustainability, animal welfare, operational health and safety, as
well as quality management systems in the arable sector. Several
areas in Axzon were approved in the first half year of 2017.

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624

7,00
Q1 2016 Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q2 2017

Poland
In spite of the ASF status in Poland, it is still possible for the
country to maintain a price level close to the average level in the
European Union, and even with a significant increase in the
import of live weaners mainly from Denmark, the consumption
in the country is still higher than the supply with more than
100,000 tonnes.
An industry increase in pork exports, initially estimated at +8.0
% (yoy), seems to be significantly slowing down in the second
half of the year mainly due to new ASF outbreaks as well as a
systematic strengthening of Polish Zloty. Nevertheless, there are
no significant changes in the number of slaughtered pigs and the
estimated number of slaughterings is at around 22 million per
year, which is possible due to the stable import of piglets.
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In line with the rest of the European Union, the price is
significantly higher in H1 2017, compared to H1 2016, where it
has increased from DKK 9.49 per kilo carcass weight to DKK
12.19. Together with the relative low feed prices in the region,
the pig production in Poland has now reached the most
profitable meat to feed ratio in the last eight years.
Ukraine
The Ukrainian market for pig meat is still highly affected by
constant outbreaks of ASF, completely eliminating the possibility
for export to both West and East, as well as decreasing
consumption caused by a distinct weakening of the purchasing
power among the general population.
The effect has been a very low price level throughout 2016, with
an average as low as DKK 8.28 per kilo carcass weight. This level
has caused an almost dramatic drop in the domestic production
in the country, where the herd size has dropped by 24 % from
2013 to 2017 down to a historic low of 6.3 million heads in the
beginning of 2017. The drop in production has led to a lack of
supply, in spite of the decreased consumption, and has caused a
significant increase in domestic prices from DKK 7.64 in H1 2016
to DKK 10.13 per kilo carcass weight in H1 2017.
The price is continuing to climb towards the international level,
and was medio August at DKK 11.70, and with the high efficiency
in the production in Axzon in Ukraine, it is again delivering very
satisfactory financial results.
Russia
In spite of a constant growth in the production of pig meat in
Russia during the last decade, with a factor 6.6 increase from
420,000 tonnes in 2005 to 2,780,000 tonnes in 2016, this is still
not enough to satisfy the domestic demand. The import is
however reduced significantly from more than one million
tonnes in 2013, before the embargo towards USA and EU, to
253,000 tonnes in 2016, mainly from South America.
The pig price realized in H1 2017 was 42 % higher compared to
H1 2016 due to inflation, rising consumption of pig meat and
early warm weather at the end of spring.
Given the facts above, it is important for Axzon to refine and
develop the production in Russia further.

Axzon A/S

DKKm

Revenue and EBITDA margin

600
550
500
450
400
350
300
250
200
150

50%
45%
40%
35%
30%
25%
20%
15%
Q1 2016 Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q2 2017
Revenue

EBITDA margin (RH)

Operational development
Axzon saw a positive development in H1 2017. The pig price has
been the main driver of the improved results. Overall the pig
price has increased by 30 % to DKK 11.79 in H1 2017.
The sales in tonnes have stayed about the same level at 59,437
tonnes in H1 2017 compared to 59,944 tonnes in H1 2016.
There has been a positive development in the pig and energy
segments where high production efficiency combined with high
prices have paid off.
The food segment has been struggling to convert the higher
prices on pigs to higher prices on the finished meat products.
The arable segment is expected to be slightly better in yields per
hectare, but it is likely to be off-set by lower prices on both grain
and protein crops. However, the major part of the crops are yet
to be harvested and sold, which means that it is still based on a
professional judgement of the crops and the market
expectations on prices.

Refinancing of financial debt through a EUR 135
million bond issue
Axzon has been funding recent year’s significant expansions
through a large number of individual loans with many different
banks and international finance institutions backed with a
combination of local asset security but to some extent also with
cross guarantees. The loans have in general been attractive in
terms of interest rate levels, however the attractive margins
came with a steep repayment profile.
Consequently, due to the record low pig prices in 2015-2016,
Axzon has been in breach of some of the covenants that the
Group was subject to in relation to agreements with some of its
lenders measuring in particular earnings to future repayment
schedules. The breach in covenants have been more of a
technical character, since Axzon always has been able to repay
in time and when needed has been adjusting the capex level to
create sufficient buffer at all times. Due to the Group’s strong

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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financial track record, the banks have been very supportive,
however, the process of obtaining waivers have been occupying
a lot of management resources.
In Spring 2017, Axzon therefore decided to pursue the
opportunity to refinance the loan portfolio with a bond to clean
up the entire structure.
In May 2017, Axzon completed a 4-year senior secured bond
issue of EUR 135 million. There are no scheduled repayments in
the bond before it matures after 4 years, however Axzon is
allowed to use excess liquidity to buy back bonds. The bond has
a floating rate based on EURIBOR 3M with a spread of 450 basis
points. The bond will be publicly listed for trading at NASDAQ
Copenhagen within 12 months from the issue date. The bonds
were sold under high demand within one day primarily to
investors in the Nordic countries.
The proceeds from the bond issue has been used to refinance
almost all existing debt, save for:
x
x
x
x

A small basket of credits below DKK 4 million
Certain subsidized loans in Russia that are kept
isolated from the bond financing structure
Financial leases of DKK 25.5 million
Shareholder loan to Polen Invest A/S.

A repayment of DKK 30 million was however made on the
shareholder loan, equal to the annual scheduled repayment of
DKK 20 million, plus DKK 10 million of payments not made in
2016.
Furthermore, Axzon in June 2017 decided to pay-out a dividend
of DKK 75 million for 2017. The refinancing was completed
during June 2017, while the repayment on the shareholder loan
and dividend payment was made in the beginning of July and
thus not included in this statement as per 30 June 2017.
In connection with the refinancing, Axzon has entered into an
agreement with Jyske Bank that provides Axzon with day to day
banking services as well as a DKK 125 million super senior
secured revolving multi-currency credit facility for working
capital requirements.
The refinancing provides Axzon with a more stable financing
structure that enables the Group to pursue further business
development opportunities.

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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2016. Consequently, EBITDA at fixed herd price was DKK 218
million in H1 2017 compared to DKK 131 million in H1 2016.
EBIT

Income statement
In H1 2017 sales amounted to 631 thousand pigs which is in line
with H1 2016. Pig prices were 30 % higher in H1 2017 compared
to H1 2016.
The sales in the food segment have been 24,575 tonnes in H1
2017 compared to 27,801 tonnes in H1 2016.
Revenue
Revenue for H1 2017 was DKK 942 million compared to DKK 786
million in H1 2016 corresponding to a 20 % increase. The selling
price per kilo meat in H1 2017 was DKK 11.79 compared to 9.04
in H1 2016. The pig prices in DKK have increased 28 %, 33 % and
42 % in Poland, Ukraine and Russia respectively compared to H1
2016. The increase in pig prices across countries is the primary
source to the improved revenue.
Gross profit
Gross profit for H1 2017 was DKK 311 million compared to DKK
200 million in H1 2016. Gross margin was 33.0 % in H1 2017
compared to 25.5 % in H1 2016.
The pig segment realized a gross profit for H1 2017 of DKK 259
million compared to DKK 186 million for H1 2016. The higher
gross profit is primarily due to the higher pig prices.
Food segment contributed with a gross profit for H1 2017 of DKK
9 million compared to DKK 37 million in H1 2016. Higher prices
on slaughter pigs have resulted in higher raw material prices
within the Food segment. The food segment has not been able
to increase the retail prices fast enough and has also suffered
from lower volume due to a late start on the barbecue season in
Poland.
The energy segment realized a gross profit for H1 2017 of DKK
11 million compared to DKK -0.3 million for H1 2016. The
improved gross profit is primarily due to higher prices realised
on certificates related to the external sale of electricity.
Gross profit in the arable segment is DKK 23 million for H1 2017
compared to DKK 22 million for H1 2016.
SG&A
Sales, general and administrative expenses amounted to DKK 39
million in H1 2017 compared to DKK 34 million in H1 2016.
EBITDA
Earnings before interest, taxes, depreciation and amortization
(EBITDA) for H1 2017 showed a DKK 105 million increase and
amounted to DKK 272 million compared to DKK 166 million in H1
2016. The increase is primarily due to the higher pig prices,
where all three production countries have contributed positively
to the improved EBITDA.
The herd revaluation due to the higher pig prices contributed
with DKK 54 million in H1 2017 compared to DKK 36 million in H1

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624

Earnings before interest and tax (EBIT) amounted DKK 192
million in H1 2017 which is DKK 95 million higher than H1 2016.
EBIT margin was 20.3 % in H1 2017 compared to 12.4 % in H1
2016.
Depreciation for H1 2017 was DKK 80 million compared to DKK
69 million in H1 2016. The increase is due to the pick-up from
recent years’ expansion in the different segments.
Net financials
Net financials for H1 2017 were DKK 51 million, which is DKK 19
million above H1 2016. Net financials were negatively impacted
by early repayment penalties of DKK 12 million and additional
interest in June due to the refinancing process.
Foreign exchange adjustments had a negative impact of DKK -20
million in H1 2017 compared to DKK -12 million in H1 2016. The
adjustments were primarily driven by a lower UAH and RUB,
while partly offset by a stronger PLN compared to DKK.
Net Profit
The net profit for H1 2017 amounted to DKK 121 million
compared to DKK 52 million in H1 2016.
The comprehensive income was DKK 138 million in H1 2017 and
comprises the profit for the period of DKK 121 million and
exchange adjustments of foreign group enterprises of DKK 17
million.

Balance Sheet
Axzon’s balance sheet at 30 June 2017 amounted to DKK 3,426
million, which is DKK 262 million higher than at 31 December
2016. The balance sheet total increases DKK 90 million due to
peak season for arable stock before harvest and DKK 52 million
due to changes in the pig herd primarily driven by higher prices.
Also, cash and cash equivalents contributes to the higher
balance with DKK 211 million at 30 June 2017, which is DKK 137
million higher than at 31 December 2016.
The equity ratio at 30 June 2017 represented 55% (30 June 2016:
53%) of the balance sheet total, which is approximately the same
level as at 31 December 2016. Equity at the end of June 2017
amounted to DKK 1,874 million compared to DKK 1,735 million
at the end of 2016 and was increased in H1 2017 by the positive
comprehensive income of DKK 138 million.
Net interest-bearing debt decreased DKK 14 million in H1 2017
to DKK 1,171 million at 30 June 2017 from DKK 1,185 million at
31 December 2016. It corresponds to a leverage ratio
(NIBD/EBITDA LTM fixed herd price) of 3.17x at 30 June 2017
compared to 4.21x at 31 December 2016. The leverage
improvement is primarily due to the improved 12 months rolling
EBITDA resulting from the improved pig prices.
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Net working capital amounted to DKK 611 million at 30 June
2017 compared to DKK 506 million at 31 December 2016. The
increase is due to accumulated cost for arable stock of DKK 90
million in H1 2017 partly offset by lower grain storages resulting
in a decreased level of inventory of DKK 38 million. The sales
herd increased DKK 39 million in H1 2017 primarily due to fair
value price adjustments. Trade receivables increased DKK 29
million in H1 2017, but are partly offset by higher trade payables
of DKK 25 million.

Cash flow
Cash flow from operating activities for H1 2017 amounted to
DKK 113 million (H1 2016: DKK 82 million) comprising the profit
for the period adjusted for non-cash operating items of DKK 124
million (H1 2016: DKK 109 million), improvement in working
capital of DKK 28 million (H1 2016: DKK 88 million) offset by a
change in fair value of biological assets of DKK 144 million (H1
2016: DKK 134).
Free cash flow for H1 2017 amounted to DKK 138 million
compared to DKK -14 million in H1 2016. The increase in free
cash flow comprised DKK 31 million higher operating cash flows,
added DKK 23 million lower cash flow from investing activities
(primarily lower capital expenditures) and net positive cash flow
from refinancing of DKK 97 million.

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Outlook
The outlook for Axzon‘s financial development in 2017 has been
prepared taking into account a number of circumstances,
including how the Group markets are expected to be affected by
the general economic activity, fiscal measures and the general
uncertainty, which affects the consumer behaviour and thus the
development in pig and food prices. Moreover, the outlook has
been prepared assuming that the pig price levels in DKK
experienced in H1 2017 continue throughout the year.

reflected in the difference between EBITDA reported and EBITDA
at fixed herd price.
The sale of pigs is expected to be around 1.25 million pigs in
2017.

The outlook is sensitive to changes in year-end pig prices due to
the fair value adjustment of the herd value, cf. note 2 to this
report where the H1 2017 impact is reflected, but it is also
Outlook 2017
DKK million

Outlook 2017

2016

2015

Revenue

1,700 - 1,800

1,494

1,275

EBITDA

440 - 480

328

284

EBIT

280 - 320

172

163

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Development in segments
Pig
DKK '000

Q2 2017

Q2 2016

H1 2017

H1 2016

2016

External revenue

243,904

n.a.

377,898

n.a.

n.a.

Internal revenue

102,104

n.a.

198,048

n.a.

n.a.

Change in fair value

8,866

14,008

52,581

48,177

37,138

Revenue

354,874

244,447

628,527

486,615

1,031,386

Gross profit

168,431

67,672

259,012

186,121

300,826

EBITDA

156,988

n.a.

239,291

n.a.

n.a.

44.2%

n.a.

38.1%

n.a.

n.a.

EBITDA-margin

As at the 30 June 2017, the Pig segment comprised 41,731 sows
with 22,596 in Poland, 14,142 in Ukraine and 4,993 in Russia. In
H1 2017, the Pig segment accounted for 54 % of Group revenue
before segment eliminations.
The number of sows in H1 2017, was 6.6 % lower than H1 2016,
where the total number of sows was 44,686, primarily due to the
closing of Axzon’s farm in Krasnodar, Russia caused by an
outbreak of ASF.
The pig price has increased 30 % to an average 11.79 DKK per
kilo in H1 2017 compared to 9.04 DKK per kilo in H1 2016. The
increase in pig prices has also led to an improvement of the
meat-to-feed ratio of 26 % from 5.89 in H1 2016 to 7.39 in H1
2017. The feed price increased by 15 % in H1 2017 compared to
H1 2016.
Revenue was DKK 629 million for H1 2017 compared to DKK 487
million in H1 2016. The increase is primarily due to the higher pig
price. Earnings before interest, taxes, depreciation and
amortization (EBITDA) for H1 2017 amounted to DKK 239 million
equivalent to an EBITDA margin of 38.1 %. The Revenue and
EBITDA is positively impacted by a change in fair value of the
herd of DKK 54 million due to higher pig prices.
Axzon has had a slightly lower level of efficiency in sold pigs per
sow with 30.76 in H1 2017 compared to 30.85 in H1 2016. The
lower efficiency is primarily caused by the results in Russia where
efficiency has been lower due to a lower health level in the sow

stables. To improve the health level in the sow stables there has
been initiated an immunization strategy combined with
vaccinations. The feed conversion ratio for the Group was 2.72
kilo feed per kilo meat in H1 2017 compared to 2.79 kilo in H1
2016.
In Poland, the number of first class slaughter pigs sold have
decreased 5 % in H1 2017 compared to H1 2016. The lower sales
were a consequence of increased sales of weaners, which
thereby reduced the number of slaughter pigs. Pigs sold per sow
were 31.03 in H1 2017 compared to 30.71 in H1 2016. Feed
conversion ratio has been stable in Poland at 2.78 kilo.
In Ukraine, the number of first class slaughter pigs sold has
improved by 10 % primarily due to modernizations of stables and
an organizational change during Q1 2017 which has integrated
the sales department more in the pig production. Pigs sold per
sow in Ukraine were 32.60 in H1 2017 compared to 31.70 in H1
2016. Feed conversion ratio was 2.68 kilo in H1 2017 (H1 2016:
2.58 kilo).
In Russia, the number of first class slaughter pigs sold have
decreased by 14 % in H1 2017 compared to H1 2016. The
significantly lower sales were primarily caused by the outbreak
of ASF. Pigs sold per sow in in Russia were 25.85 in H1 2017
compared to 28.21 in H1 2016. Feed conversion ratio was 2.76
in H1 2017 (H1 2016: 2.97 kilo).

DKK per kilo

Pig price and meat to feed ratio
14,0
13,0
12,0
11,0
10,0
9,0
8,0
7,0
6,0
5,0
4,0

Pigs sold per sow per year
10,0
32,00
8,0
6,0

31,00
30,00
29,00

4,0
Q1 2016 Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q2 2017
Pig price ( carcass weight)
Meat to feed ratio (RH)
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Food
DKK '000
Q2 2017

Q2 2016

H1 2017

H1 2016

2016

External revenue

201,806

205,637

382,102

384,092

780,262

Internal revenue

-

-

-

-

-

201,806

205,637

382,102

384,092

780,262

4,248

16,516

9,123

36,667

46,536

Revenue
Gross profit
EBITDA

(645)

n.a.

EBITDA-margin

-0.3%

n.a.

-

(52)

n.a.

n.a.

0.0

n.a.

n.a.

The Food segment comprises the slaughterhouse and food
processing plants located in Poland. In H1 2017, the Food
segment accounted for 33 % of Group revenue before segment
eliminations (H1 2016: 48 %).

were achieved, they were much lower than the cost increases,
which caused a dramatic decrease in the whole industry margin.
Furthermore, the volume has also been lower due to a late start
on the barbecue season in Poland.

The first six months of 2017 brought challenges to the meat
industry and consequently also had an impact on performance
of the Group’s Food segment. The higher pig prices that the pig
segment has been benefitting from in the period resulted in
signicant cost increases for the Food segment. The increasing
production costs were put against meat market and customer
reaction for price increases. Although increases of sales prices

Revenue was DKK 382 milion in H1 2017 compared to DKK 384
million in H1 2016. The largest decrease came from MAP sales,
where high price pressure from retailers caused a decrease in
sales volume of 29 % compared to H1 2016. This was partly offset
by higher processed sales volume that were 8 % up in H1 2017
compared to H1 2016.

Tonnes
15000

Tons sold by product group

Earnings before interest, taxes, depreciation and amortization
(EBITDA) for H1 2017 amounted to DKK -0.1 million. The
decrease is primarily due to the significant price pressure from
the retailers.
Although H1 2017 was a challenging period, the focus has been
on increasing sales of products with added value and customer
portfolio diversification. The results from those efforts are
gradually being reflected in increased sales of processed
products and should have a positive impact on results in the
coming future.

10000
5000
0
Q1 2016 Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q2 2017
Total

MAP

Processed

Deboned
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Energy
DKK '000
External revenue
Internal revenue
Revenue
Gross profit

Q2 2017

Q2 2016

H1 2017

H1 2016

2016

12,751

n.a.

27,785

n.a.

n.a.

4,153

n.a.

8,870

n.a.

n.a.

16,904

8,169

36,655

20,782

53,464

3,088

(2,243)

11,134

(302)

7,171

EBITDA

2,760

n.a.

10,585

n.a.

n.a.

EBITDA-margin

16.3%

n.a.

28.9%

n.a.

n.a.

The Energy segment consists of nine biogas plants where eight
are situated in Poland and one in Ukraine. In H1 2017, the energy
segment accounted for 3 % of Group revenue before segment
eliminations (H1 2016: 2.6 %) and amounted to DKK 37 million
with an EBITDA margin of 28.9 % equivalent to DKK 11 million.

The revenue per MWh significantly increased by 68 % to DKK 538
in H1 2017 compared to DKK 320 in H1 2016. The increase is
primarily caused by the introduction of a new certificate in
Poland, which supports electricity produced from agricultural
biogas resulting in a higher price per sold MwH.

The total energy production has increased 6.7 % compared to H1
2016 and amounted to 69,000 MWh in H1 2017 including both
electricity and heat.
DKK

The growth in produced MWh was mainly due to the repair of a
broken-down biogas engine in Ukraine.

600

The efficiency has been stable around 85 %, implying that the
plants on average are running 85 % of full time, which is
considered an acceptable level.

400

Revenue/total MwH

500
300
200
100

Energy

MwH
40000

0
110%

Q1 2016 Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q2 2017

90%

35000

70%
30000

50%

25000

30%
Q1
2016

Q2
2016

Q3
2016

Produced MwH

Q4
2016

Q1
2017

Q2
2017

Efficiency (%)
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Arable
DKK '000

Q2 2017

Q2 2016

H1 2017

H1 2016

2016

External revenue

67,031

n.a.

98,227

n.a.

n.a.

Internal revenue

-

n.a.

-

n.a.

n.a.

Change in fair value

63,695

58,770

92,238

85,878

(1,954)

Revenue

67,031

62,561

98,227

92,037

174,466

Gross profit

15,119

15,314

22,803

22,117

37,910

EBITDA

12,874

n.a.

19,780

n.a.

n.a.

19.2%

n.a.

20.1%

n.a.

n.a.

EBITDA-margin

The arable segment comprises 27,779 hectares of cultivated land
with 12,995 hectares in Poland, 11,087 in Ukraine and 3,698 in
Russia.
The arable segment accounted for 8 % of Group revenue before
segment eliminations in H1 2017 (H1 2016: 11%) and amounted
to DKK 98 million with an EBITDA margin of 20.1 % equivalent to
DKK 20 million.
The crop distribution is set to supply as much high-quality feed
to the pig production as possible without compromising the
need of variation in the crop rotation. Oil seeds are sold
externally after harvest and consist of primarily oil seed rape.
Corn for silage is used in the energy segment as input for the
biogas production.
In Poland, the weather has been challenging in the spring with
above average rainfall and long-lasting chills in the early spring.
In spite of the unfavourable weather conditions in the early
season the crop yields are not affected significantly.
In Ukraine, the early spring was also affected by cold weather,
which caused late start for the fieldwork but it caused no major
delays as all operations were completed in time.

expected to be delayed 7 – 10 days compared to H1 2016,
because of the late start of the growing season.

Actual split of total 27,779 hactares
cultivated
Other
9%
Barley
15%

Wheat
20%

Corn for
harvest
3%

Corn for
silage
24%

Oil seeds
22%

Triticale
7%

Russia, also experienced a cold spring which lasted until May
where temperatures were down to five degrees celsius. The cold
weather has not been optimal for winter wheat and rye, where
yields are expected to be a little lower than 2016. The harvest is
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Management statement
The Executive Board and the Board of Directors have presented
the Interim Report of Axzon A/S. The interim Report has today
been considered and adopted.
The Interim Report, which has not been audited or reviewed by
the Company’s independent auditors, was prepared in
accordance with IAS 34 “Interim Financial Reporting” as adopted
by the EU and additional Danish disclosure requirements for
listed companies.

In our opinion, the Interim Financial Statements give a true and
fair view of the financial position of the Group at 30 June 2017
as well as of the results of the Group operations and cash flows
for the period 1 January – 30 June 2017.
In our opinion, Management’s Review gives a true and fair
account of the development in the activities and financial
circumstances of the Group, of results of operations for the
period and of the overall financial position of the Group, and a
description of the key risks and uncertainties facing the Group.

Copenhagen 29 August 2017

EXECUTIVE MANAGEMENT

Tom Axelgaard

Hans Henrik Pauk Pedersen

Ole Østergaard Lauritsen

CEO

CFO

Financial Director

BOARD OF DIRECTORS

Anders Christen Obel

Niels Rauff Hansen

Chairman

Deputy Chairman

Jens Blach

Jens Jørgen Nielsen

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Income Statement
DKK '000
Sales

Q2 2017
421,336

Q2 2016
338,487

H1 2017
785,655

H1 2016
639,285

2016
1,391,385

7,731

6,869

12,255

12,677

53,396

Change in fair value of bio assets

107,313

72,703

144,405

133,650

48,794

Revenue

536,380

418,059

942,314

785,612

1,493,575

(340,295)

(316,224)

(631,152)

(585,248)

(1,082,315)

Gross result

196,085

101,835

311,163

200,363

411,260

Sales, General and Administrative expenses

(20,491)

(17,617)

(39,303)

(33,915)

(67,467)

EBITDA before special items

175,594

84,218

271,859

166,449

343,793

-

-

-

-

(16,029)*

EBITDA

175,594

84,218

271,859

166,449

327,764

EBITDA fixed herd price

130,730

64,322

218,106

130,763

281,378

Depreciation

(40,801)

(34,970)

(80,104)

(69,289)

(156,162)

EBIT

134,793

49,248

191,755

97,160

171,602

Net Financials

(34,063)

(16,638)

(51,085)

(31,693)

(63,411)

Foreign exchange adjustments

(20,708)

20,027

(19,776)

(11,738)

(13,051)

80,022

52,638

120,894

53,729

95,140

(31)

(603)

(31)

(1,949)

336

Net profit for the period

79,991

52,035

120,863

51,780

95,476

Earnings per share (DKK)

1.5

1.0

2.3

1.0

1.8

1.0
Diluted earnings per share (DKK)
1.5
*Special items was due to African Swine Fewer outbreak at a farm in Russia in Q3 2016.

2.3

1.0

1.8

Grants and other income

Cost of goods sold

Special items

Profit before tax
Tax for the period

Statement of Comprehensive Income
DKK '000

Q2 2017

Q2 2016

H1 2017

H1 2016

2016

79,991

52,035

120,863

51,780

95,476

Other comprehensive income
Items that may be reclassified to the income
statement:
Value and exchange adjustments of foreign group
enterprises

(48,851)

2,687

17,242

(83,826)

(28,577)

Total

(48,851)

2,687

17,242

(83,826)

(28,577)

Revaluation of non-current assets

-

-

-

(8,805)

Total

-

-

-

-

(8,805)

(48,851)

2,687

17,242

(83,826)

(37,382)

31,140

54,722

138,105

(32,046)

58,094

Net profit for the period

Items that may not be reclassified to the income
statement:

Total other comprehensive income
Total comprehensive income

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Assets
DKK '000

H1 2017

H1 2016

2016

Goodwill

95,247

90,849

99,242

351

57

-

95,598

90,906

99,242

1,436,287

1,362,869

1,422,708

Leasehold improvements

128,811

133,037

127,552

Plant and machinery

437,985

438,769

436,454

Operating equipment, fixtures and fittings

118,512

128,568

129,818

Property, plant and equipment in progress

77,035

147,498

97,865

2,198,629

2,210,742

2,214,397

Financial investments

5,439

6,259

7,509

Financial assets

5,439

6,259

7,509

Basic Herd

133,905

147,271

120,740

Biological assets, basic herd

133,905

147,271

120,740

2,433,571

2,455,178

2,441,888

Biological assets, sales herd

253,833

198,596

215,310

Arable stock, WIP

139,970

139,037

49,489

Inventories

193,692

157,856

231,317

Biological assets and inventories

587,494

495,489

496,116

95,782

91,789

67,110

-

1

6,778

Other receivables

67,432

42,502

59,323

Prepayments

30,763

16,468

17,345

Receivables

193,978

150,760

150,556

Cash and cash equivalents

211,002

42,019

74,728

Total current assets

992,474

688,267

721,400

3,426,045

3,143,444

3,163,288

Other intangible assets
Intangible assets

Land and buildings

Tangible assets

Total non-current assets

Trade receivables
Receivables from group enterprises

Assets

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Liability and Equity
DKK '000

H1 2017

H1 2016

2016

Share capital

531,118

531,118

531,118

Revaluation reserve

513,043

576,662

625,752

Retained earnings

1,361,139

1,141,856

1,126,090

Foreign exchange adjustments

(546,300)

(586,392)

(561,563)

14,543

9,473

14,042

1,873,544

1,672,716

1,735,439

Provision for deferred tax

4,983

(6,778)

4,774

Other provisions

1,011

879

3,483

1,149,126

727,828

803,906

10,403

10,724

10,069

120,000

130,000

140,000

1,285,523

862,652

962,232

Borrowings

64,834

402,799

303,034

Subordinated loans from group enterprise

22,074

25,366

-

Trade payables

90,294

86,540

65,535

Trade payables group enterprise

0

(0)

13,195

Current income tax liabilities

-

11,439

-

Other provisions

8,769

4,134

2,682

Other payables

50,960

50,694

76,070

Other payables group enterprise

26,244

23,664

-

3,801

3,440

5,101

266,978

608,075

465,617

Total liabilities

1,552,501

1,470,728

1,427,849

TOTAL LIABILITIES AND EQUITY

3,426,045

3,143,444

3,163,288

Minority interest
Total Equity

Borrowings
Deferred income
Subordinated loans from group enterprise
Long-term liabilities

Deffered income
Short-term liabilities

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Cash Flow Statement
DKK '000
H1 2017

H1 2016

2016

Net profit for the period

120,863

51,708

95,476

Adjustments for non-cash operating items

123,772

108,929

189,907

244,635

160,636

285,383

(116,010)

(45,320)

5,529

Cash flow from operating activities before financial income and expenses

128,625

115,316

290,912

Net financials

(15,692)

(31,693)

(63,250)

Cash flow from ordinary activities

112,933

83,623

227,662

(31)

(1,949)

(761)

Cash flow from operating activities

112,902

81,674

226,901

Purchase of property, plant and equipment

(62,123)

(82,080)

(149,058)

Sale of property, plant and equipment

5,512

463

12,318

Purchase / sale of intangible assets and fixed assets investments

(139)

1,962

(1,969)

(56,749)

(79,655)

(138,709)

Proceeds from loans

1,212,639

186,354

159,327

Repayment of loans

(1,130,927)

(202,109)

(233,017)

Change in balances with ultimate parent
Proceeds on disposals of partial interests in a subsidiary that does not involve loss of
control

-

-

(203)

-

-

4,000

Dividends payed to shareholders

-

-

(715)

81,712

(15,755)

(70,608)

137,864

(13,736)

17,584

Cash and cash equivalents at 1 January

74,738

57,081

57,081

Exchange adjustments

(1,600)

(1,302)

62

211,002

42,043

74,727

Change in working capital incl herd

Corporation tax paid

Cash flow from investing activities

Cash flow from financing activities

Change in cash and cash equivalents

Cash and cash equivalents at 30 June

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Statement of changes in equity
DKK '000
Equity at 31 December 2016

Share capital

Foreign
Exchange adj.

Retained
earnings

Revaluation
reserve

Minority
interest

Total

531,118

-561,563

1,126,090

625,752

14,042

1,735,439

500

120,863

Changes in equity in 2017
Net profit for the period

-

120,363

Other comprehensive income

-

16,796

2,863

-2,417

Total comprehensive income

-

16,796

123,226

-2,417

Dividend paid to shareholders

-

Total shareholders

-

-

-

-

-

-

Total changes in equity 1/1 - 30/6 2017

-

16,796

123,226

-2,417

500

138,105

Equity at 30/6 2017

531,118

-544,767

1,249,316

623,335

14,542

1,873,544

Equity at 31 December 2015

531,118

-351,829

961,931

551,853

11,689

1,704,762

Net profit for the period

-

-

52,390

-

-610

51,780

Other comprehensive income

-

-52,096

-12,594

-17,530

-1,606

-83,826

Total comprehensive income

-

-52,096

39,796

-17,530

-2,216

-32,046

Dividend paid to shareholders

-

-

-

-

-

-

Total shareholders

-

-

-

-

-

-

Total changes in equity 1/1 - 30/6 2016

-

-52,096

39,796

-17,530

-2,216

-32,046

531,118

-403,925

1,001,727

534,323

9,473

1,672,716

17,242
500

138,105

-

Changes in equity in 2016

Equity at 30/6 2016
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Notes
Note 1 – Significant Accounting Policies; Accounting Estimates and Judgements
The Interim Report is presented in accordance with IAS 34
“Interim Financial Reporting” as adopted by the EU and
additional Danish disclosure requirements for interim financial
reporting of listed companies.
The accounting policies are changed regarding the income
statement where the presentation is changed from analysis of
expenses by nature to an analysis of expenses partly by function
in order to better reflect the management of the group. EBITDA
is considered to be a key financial figure for the group
stakeholders, why the depreciation is kept in one line. Otherwise
the accounting policies are unchanged from those applied in the
Annual Report for 2016, to which reference is made.

Accounting Estimates and Judgements
The preparation of interim financial reporting requires that
management make accounting estimates and judgements which
affect the application of accounting policies and recognised
assets, liabilities, income and expenses. Actual results may
deviate from these estimates.
The key estimates made by management in applying the Group’s
accounting policies and the key uncertainties relating to the
estimates are the same when preparing the interim financial
reporting as when preparing the Annual Report 2016.
Property Plant and Equipment are measured at fair value
according to the methods in the Annual Report 2016. It has been
assessed that there have not been any significant changes in the
value of those in the period.

Gross profit fully split by nature
DKK '000

Q2 2017

Q2 2016

H1 2017

H1 2016

2016

Gross profit reported

196,085

101,835

311,163

200,363

411,260

46,375

43,206

88,160

82,011

188,419

Sales, General and Administrative expenses

(20,491)

(17,617)

(39,303)

(33,915)

(67,467)

Gross profit by nature

221,969

127,424

360,020

248,459

532,212

Staff expenses

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Note 2 – Biological assets measured at fair value
The change in the value of bio assets for H1 2017 is as stated in the below table.
The total change in fair value is included in Revenue in the income statement

Change in fair value in biological assets
DKK '000

H1 2017

H1 2016

Pigs, basic herd 31.12.2016

120,740

130,650

Change in fair value

14,865

16,164

Foreign exchange adjustments

(1,700)

457

Pigs, basic herd 30.06.2017

133,905

147,271

Pigs, sales herd 31.12.2016

215,310

170,074

Change in fair value

37,716

32,013

807

(3,491)

Pigs, sales herd 30.06.2017

253,833

198,596

Pigs, total herd 31.12.2016

Foreign exchange adjustments

336,047

300,724

Change in fair value due to volume

(1,172)

12,492

Change in fair value due to price

53,753

35,685

(890)

(3,034)

387,738

345,867

49,489

53,893

Change in fair value

92,238

85,878

Foreign exchange adjustments

(1,757)

(734)

Arable stock, WIP 30.06.2017

139,970

139,037

Foreign exchange adjustments due to price
Pigs, total herd 30.06.2017

Arable stock, WIP 31.12.2016

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Note 3 – Segment reporting

The Group's results break down as follows on segments:
H1 2017
DKKm

Pig

Food

Energy

Arable

External revenue

377,898

382,102

27,785

5,989

4,136

797,910

Internal revenue

198,048

-

8,870

-

13,353

220,271

52,581

-

-

92,238

(414)

144,405

Revenue

628,527

382,102

36,655

98,227

17,075

Gross profit

259,012

9,123

11,134

22,803

9,091

311,163

EBITDA

239,291

(52)

10,585

19,780

2,255

271,859

38.1%

0.0%

28.9%

20.1%

13.2%

28.9%

Change in fair value

EBITDA - margin

Other

Eliminations

(220,271)

Total

942,314

The Group's results break down as follows on segments:
Q2 2017
DKKm

Pig

Food

Energy

Arable

Other

External revenue

243,904

201,806

12,751

3,336

2,339

499,288

Internal revenue

102,104

-

4,153

-

7,635

113,892

8,866

-

-

63,695

(317)

37,092

Revenue

354,874

201,806

16,904

67,031

9,657

Gross profit

168,431

4,248

3,088

15,119

5,198

196,085

EBITDA

156,988

(645)

2,760

12,874

3,618

175,594

44.2%

-0.3%

16.3%

19.2%

37.5%

32.7%

Change in fair value

EBITDA - margin

Eliminations

(113,892)

Total

536,380

*Other includes central administration costs and management fees to subsidiaries
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Note 4 – Summary of bond terms
Issuer

Axzon A/S

Security package:

First ranking security over material assets and share pledges

Original Guarantors:

Poldanor S.A., Danosha LLC, Prime Food sp. Z.o.o., Finansax APS.

Status of the bond:

Senior secured

Currency:

EUR

Initial debt amount:

EUR 135 million

Total framework:

EUR 270 million

Other facilities:

Super senior RCF up to DKK 125 million, governed under an inter-creditor agreement with bondholders. Basket of DKK 80
million for factoring.

Tenor:

4 years

Pricing:

3m EURIBOR + 450bps p.a., quarterly interest payments, EURIBOR floor of 0.0 %

Rating:

Unrated

Call options:

Non call during the first 24 months, then 50/25/0 % of initial coupon after 24/36/42, month respectively.

Incurrence test:

NIBD/EBITDA LTM fixed herd price (net leverage) of < 2.75x for any additional debt raised.

Restricted payments:

Dividends or cash contributions to Restricted Subsidiaries are payable up to Net Leverage of < 2.75x

Information covenant:

Annual audited statements, quarterly unaudited reports.

General undertakings:

Inter alia restrictions on distributions, mergers, demergers, acquisitions, disposals, financial indebtness, negative pledge,
financial support, subsidiary distribution customary for a HY bond.

Change of control:

Investor put at 101 %

Equity claw:

35%

Listing of bonds:

The issuer will apply for the bonds to be listed within 12 months (NASDAQ Copenhagen listing).

Trustee:

Nordic Trustee.

Governing law:

Danish law.

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Quarterly Financial Highlights and Key Ratios
DKKm

Q1 2017

Q1 2016

Q2 2017

Q2 2016

H1 2017

H1 2016

Revenue

405,935

367,553

536,380

418,059

942,314

785,612

Gross profit

115,078

98,528

196,085

101,835

311,163

200,363

EBITDA

96,266

82,230

175,594

84,218

271,859

166,449

EBITDA fixed herd price

87,376

66,441

130,730

64,322

218,106

130,763

EBIT

56,962

47,912

134,793

49,248

191,755

97,160

Financial items, net

17,022

15,056

34,063

16,638

51,085

31,693

Profit/(loss) for the period

40,872

(255)

79,991

52,035

120,863

51,780

Operating activity

112,902

81,674

Investing activity

(56,749)

(79,652)

Financing activity

81,712

(15,755)

137,864

(13,733)

Income statement

Cash flow

Free cash flow

Balance sheet
Non-current assets

2,506,926

2,425,187

2,433,571

2,455,177

2,433,571

2,455,177

Net working capital

566,322

477,079

611,250

485,178

611,250

485,178

Net operating assets

3,073,248

2,902,266

3,044,821

2,940,355

3,044,821

2,940,355

Total assets

3,277,547

3,090,857

3,426,045

3,143,444

3,426,045

3,143,444

Equity

1,842,404

1,617,994

1,873,544

1,672,716

1,873,544

1,672,716

Net interest-bearing debt

1,230,844

1,280,145

1,171,276

1,267,638

1,171,276

1,185,407

Gross margin

28.3%

26.8%

36.6%

24.4%

33.0%

25.5%

EBITDA margin

23.7%

22.4%

32.7%

20.1%

28.9%

21.2%

EBIT margin

14.0%

13.0%

25.1%

11.8%

20.3%

12.4%

Free cash flow / Revenue

-7.6%

-3.2%

31.5%

-0.4%

14.6%

-1.7%

-54.5%

-24.8%

125.3%

-3.7%

71.9%

-14.1%

4.07

n.a

3.17

n.a

3.17

4.21

56.2%

52.3%

54.7%

53.2%

54.7%

53.2%

Key financials Group

Cash conversion

NIBD/EBITDA LTM fixed herd price
Equity ratio

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624
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Glossary
GENERAL
Group
Consists of Axzon A/S, Poldanor SA, Prime Food Sp. Z.O.O,
Danosha LLC, OOO Dan-Invest LLC and Finansax APS
FINANCIAL
Cash conversion
Free cash flow divided by earnings before interest and taxes
(EBIT)
EBITDA fixed herd price
Earnings before interest, tax, depreciations and amortization
(EBITDA) excluding price regulation of herd value
NIBD/EBITDA LTM fixed herd price
Net Interest-Bearing Debt divided by earnings before
interest, tax, depreciations and amortization (EBITDA) rolling
for the last twelve months excluding price regulation of herd
value
PRODUCTION
ASF
African swine fever
Arable stock, WIP
The arable stock in the fields which is not yet harvested
Basic herd
The part of the pig herd, which consists of sows, maiden gilts
and boars
Bio assets
Biological assets (mainly pigs and grain)
Bioenergy
Energy produced based on biological resources
Biosecurity
Level of measures taken to prevent infection by contagious
diseases
Certificates on biogas
Energy units used for calculating extra price for sold kWh on
top of market price (based on political decisions)
Crop split
The split between the different types of crops grown in the
fields

Axzon A/S, Vesterbrogade 4a, 1620 Copenhagen V. CVR-NR. 26438624

Cultivated land
Land used for crop production
Efficiency
Measurable technical results from the production
Feed conversion ratio
Kilo of feed used for one kilo meat produced (live weight)
Immunization strategy
Strategy for improving the immunity of the pigs mainly by
vaccination
Live weight
Weight of the pig before slaughtering and deboning
MAP
A packing method where the products are packed in a sealed
and protected atmosphere to increase the period from
manufacturing to last sales date
Meat-to-feed ratio
Price of one kilo meat (carcass weight) divided by the price
of one kilo feed
Oil seeds
Crops that contains oil. Typically rape seed, soya and
sunflower
Piglets
Pigs in farrowing before they are weaned from the sow
Pig price
Price per kilo pig meat in carcass weight
Processed products
Meat products which have been cooked, smoked or salted
Sales herd
The part of the pig herd that consist of piglets, weaners and
slaughter pigs
Carcass weight
Weight of the pig in kilos of meat after slaughtering and
deboning
Slaughter pigs
Pigs from 30 kilo live weight to slaughter (app. 110 kilo)
Weaners
A pig in the period between weaning from the sow and
slaughter pig (approximately 6.5-30 kilo)
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APPENDIX C – ANNUAL REPORTS FOR THE GUARANTORS FOR 2015 AND 2016
(WITH RESPECT TO POLDANOR AND PRIME FOOD TRANSLATIONS OF FINANCIAL
STATEMENTS)

POLDANORS.A.
Financial statement for 12-months period concluded on 30 November 2016
(in thousands of PLN)

STATEMENT OF COMPREHENSIVE INCOME
for 12-months period concluded on 30 November 2016

Note

01.12.201530.11.2016

01.12.201430.11.2015

PLN 1,000
339 713

PLN 1,000
289 473

15 120

4 468

583
12 441

702
18 138

4 622
4 009

3 580
5 187

376 488

321 548

36 130

31 694

193 399

207 939

External services

26 021

23 165

Taxes and levies

6 696

8 867

35 893

30 904

3 813

3 454

-752

237

2 348
303 548

2 838
309 098

72 940

12 450

1 135
8 306

811
6 330

65 769

6 931

0

0

65 769
0
65 769

6 931
51 837
58 768

Revenues from the sales of products, materials and
services
Profit or loss from the changes in fair value of assets
biological Subsidies to biogas plants

12
19.2

Revenues from the sales of certificates

12

Other operating revenues
Area payments

13.1

Total revenue
Depreciation/Amortisations
Cost of energy and materials consumption

Costs of employee benefits

13.5

13.6

Other costs by type
Profit/loss on the sale of fixed assets
Other operating costs
Total operating costs

13.2

Profit from operating activity

Financial revenue
Financial costs

13.3
13.4

Financial result before taxation
Income tax
Profit or loss for the financial year
Other comprehensive income
Total income for period:

14.1

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages from
10 to 64 to constitute an integral part thereto.
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POLDANORS.A.
Financial statement for 12-months period concluded on 30 November 2016
(in thousands of PLN)

STATEMENT OF FINANCIAL CONDITION
as of 30 November 2016
Assets

Note

30.11.2016
PLN 1 000

30.11.2015
PLN 1 000

Goodwill
Trade mark

0
10 950

0
12 750

Intangible assets

10 950

12 750

225 361
76 050
53 676
28 134
13 793
397 014

217 390
83 449
57 153
30 687
33 674
422 353

Land, buildings and structures
Leasehold expenditure
Machinery and technical devices
Other machinery and equipment
Fixed assets in progress
Fixed assets

18

Other financial components of fixed assets
Financial fixed assets

19.1

51 867
51 867

38 090
38 090

Biological assets - fixed asset livestock
Biological assets

19.2

34 504
34 504

31 197
31 197

494 335

504 390

69 465
10 473
84 455

56 750
11 375
77 550

164 393

145 675

16 720
20 052

9 198
21 042

19.3

1 407
38 179

798
31 038

23

3 300

1 205

Current assets

205 872

177 918

Total assets

700 207

682 308

Fixed assets
Biological assets - current asset livestock
Biological assets - arable production
Inventory

19.2
19.2
21

Biological assets and inventory
Receivables from sales of goods and services
Other receivables and receivables from related entities

Accruals
Receivables
Cash

22
22

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages from
10 to 64 to constitute an integral part thereto.
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POLDANORS.A.
Financial statement for 12-months period concluded on 30 November 2016
(in thousands of PLN)

Liabilities

Note

30.11.2016

30.11.2015

PLN 1 000

PLN 1 000

Share capital

24..01

11 601

11 601

other reserve capitals and reserves

24..03

26 242

26 242

Capital from revaluation of fixed assets
Retained earnings
Equity

43 957

48 787

468 692

399 666

550 492

486 296

Total equity

550 492

486 296

1 363

0

493

493

52 748

42 406

5 502

5 951

60 106

48 850

61 930

118 627

27

14 760

16 130

27

44

359

27

0

30

0

0

27

1 883

2 474

27

10 469

8 219

27

523

1 323

Provision for deferred income tax
Provisions for liabilities
Credit institutions

25,27.2

Deferred income
Long-term liabilities

credit institutions
Trade and other liabilities
Liabilities towards related entities
Interest bearing liabilities towards related entities

Corporate income tax
Other provisions for liabilities
Other liabilities
Deferred income

25,27.2

89 609

147 162

Total liabilities

149 715

196 012

Equity and total liabilities

700 207

682 308

Short-term liabilities

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages from
10 to 64 to constitute an integral part thereto.
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POLDANOR S.A.
Financial statement for 12-months period concluded on 30 November 2016
(in thousands of PLN)

CASH FLOW STATEMENT
for 12-months period concluded on 30 November 2016

01.12.201530.11.2016

Net profit/loss
Adjustments:
Income from interests

TPLN
65 769

01.12.201430.11.2015*
TPLN
6 931

-884

-567

Costs of interests

6 134

3 945

Statistical differences in exchange rates

1 575

1 670

-251
430
-752

0
199
237

Amortization of tangible fixed assets

36 130

31 694

Tax on profit/loss
Other adjustments

0
0
-7 141

0
-51
6 296

-6905
-15 120

16 550
-4 468

-1 275

-4 695

77 710

57 741

0

0

77 710

57 741

Acquisition of other financial assets
Acquisition of tangible fixed assets

-13 707
-9 413

- 174
-34 151

Sale of investments on fixed assets
Sale of financial assets

0
884
3 428

0
0
1 078

Cash flow from investment activities

-18 808

-33 247

Proceeds from loans and borrowings
Repayment of loans and borrowings
Income from interests

5 111
-55 937

87 135
-87 932
567

Other financial revenues
Other financial costs
Profit/loss from the sale of fixed assets

Changes in receivables
Changes in inventories
Changes in biological assets
Changes in short-term liabilities excluding institutions
credit

Cash flows from operating activities (before
CIT taxation)
CIT tax paid
Cash flow from operating activities

Sale of tangible fixed assets

0

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages from
10 to 64 to constitute an integral part thereto.
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POLDANORS.A.
Financial statement for 12-months period concluded on 30 November 2016
(in thousands of PLN)

Interest paid
Other financial revenues
Other financial costs
Payment of dividends

Cash flow from financial activities

-5 802
251
-430
0

-5 221
0
-199
-18 600

-56 807

-24 250

Change in cash and cash equivalents

2 095

244

Cash and cash equivalents at the beginning of the period

1 205

961

Cash and cash equivalents at the end of the period

3 300

1 205

471

347

Cash with restricted availability

*Data transformed, the note contains comparative data.

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages from
10 to 64 to constitute an integral part thereto.
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POLDANOR S.A.
Financial statement for 12-months period concluded on 30 November 2016
The rules (policies) of accounting and additional explanatory notes
(in thousands of PLN)

STATEMENT OF CHANGES IN EQUITY
for the period concluded on 30 November 2016
in the period from 1 December 2015 - 30 November 2016

Share
capital

Equity of 1 December 2014

Other reserve
capitals/
reserves

Capital from
revaluated

Profits
retained

Total

fixed
assets

11 601

26 242

48 787

399 666

486 296

Paid dividends
Other comprehensive income
Profit or loss for the financial year
Depreciation of surplus from

0
0

0
0

0
0

0
0

0
0

0

0

0

65 769

65 769

revaluation of fixed assets

0

0

-4 830

3 257

-1 573

Total changes in the period

0

0

43 957

69 026

64 196

Capital increase

0

0

0

0

0

11 601

26 242

43 957

468 692

550 492

Equity 30 November 2016

in the period from 1 to 30 November 2015
December 2014
Capital
share

Equity of 1 December 2014

Other capitals
reserve
reserves

Capital from

Profits

Total

revaluated
.
fixed
assets

retained

11 601

26 242

0

408 285

446 128

Paid dividends
Other comprehensive income
Profit or loss for the financial year
Depreciation of surplus from

0
0

0
0

0
51 837

-18 600
0

-18 600
51 837

0

0

0

6 931

6 931

revaluation of fixed assets

0

0

-3 050

3 050

0

Total changes in the period

0

0

48 787

-8 619

40 168

Capital increase

0

0

0

0

0

11 601

26 242

48 787

399 666

486 296

Equity 30 November 2015

POLDANOR S.A.
Financial statement for 12-months period concluded on 30 November 2015
(in thousands of PLN)

STATEMENT OF COMPREHENSIVE INCOME
for 12-months period concluded on 30 November 2015

Note

01.12.201430.11.2015

01.01.201319.2

PLN 1 000
289 473

PLN 1 000
576 067

19.2

4 468

3 013

12

702
18 138

1345
13 458

3 580
5187

6011
20171

321 548

620 065

31 694

56 154

207 939

391 071

External services

23 165

36 998

Taxes and levies

8 867

22 049

30 904

59 434

3 454

5 429

Revenues from the sales of products, materials and
services
Profit or loss from the changes in fair value of assets
Biological Subsidies to biogas plants
Revenues from the sales of certificates
Other operating revenues
Area payments

12

13.1

Total revenue
Depreciation/Amortisations
Cost of energy and materials consumption

Costs of employee benefits

13.5

13.6

Other costs by type
Profit/loss on the sale of fixed assets
Other operating costs
Total operating costs

237
13.2

2 112

2 838
309 098

7 984
581 231

12 450

38 834

811
6 330

1 825
11 152

6 931

29 507

0

0

Profit or loss for the financial year
Other comprehensive income

6 931
51 837

29 507
0

Total income for period:

58 768

29 507

Profit from operating activity

Financial revenue
Financial costs

13.3
13.4

Financial result before taxation
Income tax

14.1

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages
from 10 to 66 to constitute an integral part thereto.
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POLDANOR S.A.
Financial statement for 12-months period concluded on 30 November 2015
(in thousands PLN)

STATEMENT OF FINANCIAL CONDITION as of 30 November 2015
Assets

Note

30.11.2015
PLN 1 000

30.11.2014
PLN 1 000

Goodwill
Trade mark

0
12 750

0
14 550

Intangible assets

12 750

14 550

217 390
83 449
57 153
30 687
33 674
422 353

142 254
94 510
34 347
33 062
62 250
366 423

Land, buildings and structures
Leasehold expenditure
Machinery and technical devices
Other machinery and equipment
Fixed assets in progress
Fixed assets

18

Other financial components of fixed assets
Financial fixed assets

19.1

39 090
39 090

38 929
38 929

Biological assets - fixed asset livestock
Biological assets

19.2

31 197
31 197

29 340
29 340

505 390

449 242

56 750
11 375
77 550

52 129
13 385
94 100

145 675

159 614

9 198
20 042

4104
31 075

19.3

798
30 038

1155
36 334

23

1 205

961

Current assets

176 918

196 909

Total assets

682 308

646 151

Fixed assets
Biological assets - current asset livestock
Biological assets - arable production
Inventory

19.2
19.2
21

Biological assets and inventory
Receivables from sales of goods and services
Other receivables and receivables from related entities

Accruals
Receivables
Cash

22
22

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages
from 10 to 66 to constitute an integral part thereto.
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POLDANOR S.A.
Financial statement for 12-months period concluded on 30 November 2015
(in thousands of PLN)

Liabilities

Nota

Share capital

24..1
24..3

other reserve capitals and reserves

Capital from revaluation of fixed assets
Retained earnings
Equity
Total equity

Provision for deferred income tax
Provisions for liabilities
Credit institutions

25

Deferred income
Long-term liabilities

credit institutions
Trade and other liabilities
Liabilities towards related entities
Interest bearing liabilities towards related entities

25
27
27
27

Corporate income tax
Other provisions for liabilities
Other liabilities
Deferred income

27
27
27

Short-term liabilities
Total liabilities
Equity and total liabilities

30.11.2015
30.11.2014
PLN 1 000
PLN 1 000
11601
11601
26242
26242
48787
0
399666
408285
486296
446128
486296
446128
0
0
493
493
41896
47636
5951
6653
48340
54782
118324
111900
16130
18692
359
1079
30
197
0
0
2474
3149
9032
9172
1323
1052
147672
145241
196012
200023
682308
646151

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages
from 10 to 66 to constitute an integral part thereto.
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POLDANOR S.A.
Financial statement for 12-months period concluded on 30 November 2015
(in thousands PLN)

CASH FLOW STATEMENT
for 12-months period concluded on 30 November 2015

01.12.201430.11.2015

01.01.201330.11.2014

TPLN

TPLN

Net profit/loss

6 931

29 507

Adjustments:
Income from interests
Costs of interests

-567
3 945

-958
9 189

1 670
0
199
237

Statistical differences in exchange rates
Other financial revenues

Amortization of tangible fixed assets
Tax on profit/loss
Other adjustments
Changes in receivables

31 694
0
-51
6 296

972
0
125
2 112
56 154
0
-11
-3 358

Changes in inventories
Changes in biological assets
Changes in short-term liabilities excluding credit institutions

16 550
-4 468

11 352
-3 003

-4 695

13 303

57 741

115 384

Other financial costs
Profit/loss from the sale of fixed assets

Cash flow from operating activities (before
CIT taxation)
CIT tax paid
Cash flow from operating activities

Acquisition of other financial assets
Acquisition of tangible fixed assets
Sale of investments on fixed assets
Sale of financial assets
Sale of tangible fixed assets

-438

0
57 741

114 946

0
-34 151

-12 929
-99 703

0
0
1 078

0
0
4 031

Cash flow from investment activities

-33 073

-108 601

Proceeds from loans and borrowings
Repayment of loans and borrowings

87 135
-88 106

58 139
-34 998

Przychody z tytułu odsetek
Odsetki zapłacone
Pozostałe przychody finansowe

567
-5 221
0

958
-8 785
0

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages from
10 to 66 to constitute an integral part thereto.
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POLDANOR S.A.
Financial statement for 12-months period concluded on 30 November 2015
(in thousands PLN)

Pozostałe koszty finansowe
Wypłata dywidendy

-199
-18 600

-125
-21400

Przepływy pieniężne z działalności finansowej

-24 424

-6 210

Zmiana stanu środków pieniężnych
Środki pieniężne i ich ekwiwalenty na początek

okresu

Środki pieniężne i ich ekwiwalenty na koniec okresu

Środki pieniężne o ograniczonej możliwości dysponowania

244

135

961

826

1 205

347

961

653

The rules (policies) of accounting and additional explanatory notes to the financial statement has been attached on pages from
10 to 66 to constitute an integral part thereto.
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POLDANOR S.A.
Financial statement for 12-months period concluded on 30 November 2015
The rules (policies) of accounting and additional explanatory notes
(in thousands of PLN)

STATEMENT OF CHANGES IN EQUITY
for the period concluded on 30 November 2015
in the period from 1 December 2014 - 30 November 2015

Share
capital

Equity of 1 December 2014
Paid dividends
Other comprehensive income
Profit or loss for the financial year
Depreciation of surplus from
revaluation of fixed assets
Total changes in the period
Capital increase

Equity 30 November2015

Other reserve
capitals/
reserves

Capital from
revaluated

Profits
retained

Total

fixed
assets

11 601
0
0

26 242
0
0

0
0
51 837

0

0

0

0

0

0

0

0
11 601

408 285
-18 600

446 128
-18 600
51 837
6 931

0
6 931

-3 050

3 050

48 787

-8 619

40168

0

0

0

0

26 242

48 787

399 666

486 296

0

in the period from 1 December 2013 - 30 November 2014

Other
reserve
capitals
and
Share
reserves
capital
PLN 1 000 PLN 1 000

Equity of 1 January 2013
Paid dividends
Advances on dividends
Total income for period:
Other changes
Total changes in the period
Capital increase
Equity 30 November2014

11 601
0
0
0
0

26 242

0

Profits
retained
PLN 1 000

Total
PLN 1 000

400 249
-15 000
-6400
29 507

438 092
-15 000
-6400
29 507

0

-71
8 036

-71
8 036

0

0

0

0

11 601

26 242

408 285

446 128

0
0
0
0

9

The financial statement for the financial year ended on 31 October 2016
Statement of financial position

Assets
01.12.2014
31.10.2016

01.01.2013
30.11.2014

PLN 1 000

PLN 1 000

Goodwill

364

0

Intangible assets

364

0

Note

Grounds, buildings and structures
Outlays for external fixed assets
Technical equipment and machines
Other devices and equipment

32
32
32
32

54 065
0
64 836
1909

22 502
10
28 888
2 514

Fixed assets under construction

32

8 428

1676

Fixed assets

32

129 238

55 591

other financial fixed asset components

101

76

Financial fixed assets

101

76

Biological assets

0

0

Long-term assets

129 703

55 667

13 083

6 687

13 083

6 687

Inventory

8

Biological assets and inventory

Trade receivables
Other receivables and from affiliates
Prepayments
Receivables

9
9
9
9

16 184
14 645
820
31649

31547
6 306
7 607
45 460

Cash

16

4 301

1945

49 033

54 093

178 736

109 760

Current assets

Total assets
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The financial statement for the financial year ended on 31 October 2016
Liabilities

Note

Share capital

10

01.12.2014
31.10.2016

01.01.2013-30.11.2014

PLN 1 000

PLN 1 000

20 853

20 853

143 250

117 148

-105 075

-121 686

Equity

59 028

16 315

Total equity

59 028

16 315

Supplementary capital
Transferred financial result

Deferred income tax provision

7

1652

0

Provisions for liabilities

11

357

257

credit institutions

12

32 489

0

Liabilities towards affiliates

0

0

Long-term liabilities towards affiliates

0

30 303

Accruals

0

0

34498

30 560

Long-term liabilities

Credit institutions

12

41433

25 633

Trade liabilities

13

21647

11820

Liabilities towards affiliates

32

8 731

11088

0

4 255

Short-term liabilities towards affiliates
Corporate income tax

0

0

20

20

13 379

10 069

0

0

85 210

62 885

Total liabilities

119 707

93 445

Total equity and liabilities

178 736

109 760

Other provisions for liabilities
Other liabilities
Accruals

Short-term liabilities

20
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The financial statement for the financial year ended on 31 October 2016
Income statement for the period 1 December 2014 to 31 October 2016

01.12.2014
31.10.2016

01.01.2013
30.11.2014

PLN 1 000

PLN 1 000

1

812 277

727 116

0

0

2

6 017

2 707

818 294

729 823

702 443

639 999

13 064

9 430

102 787

80 394

65 619

52 020

EBITDA

37168

28 374

Depreciation and fixed asset component write-off

21 752

13 328

EBIT

15 416

15 046

Note

Sales revenue
Profit/loss under change in fair value of biological assets
Extra contributions and other operating income

Total revenues

Prime cost

3

Overheads
Gross financial result

Employee benefits

4

Financial revenues

5

2 821

2 476

Financial costs

6

6 918

6 440

11 320

11082

1 266

-7 333

10 054

18 415

10 054

18 415

0

0

10 054

18 415

Financial result before taxation

Income tax

Net profit for the financial year

7

Net profit (loss) attributable to
the Main Shareholder
Minorities
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The financial statement for the financial year ended on 31 October 2016
Comprehensive income statement for the period 1 December 2014 to 31 October 2016

Annual financial result
Exchange rate adjustments of foreign companies
Total income

01.12.2014
31.10.2016

01.01.2013
30.11.2014

PLN 1 000

PLN 1 000

10 054

18 415

0

0

10 054

18 415

10 054

18 415

0

0

10 054

18 415

Total net profit (loss) attributable to
The company's shareholders;
Non-controlling entities
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The financial statement for the financial year ended on 31 October 2016
Cash flow statement
for the period 1 December 2014 to 31 October 2016

01.12.2014
31.10.2016

01.01.2013
30.11.2014

PLN 1 000

PLN 1 000

Gross profit
Adjustments by items:

11320

11 082

Depreciation and amortization
Increase/decrease in receivables

21752
12 029

13 328
-15 815

Increase/decrease in inventory
Increase/decrease in liabilities excluding credits and loans
Other adjustments

-6 396
7 836
130

1 241
11481
179

100
-2 821

183
-2 476

Note

Income tax
Change in provisions
Revenues under interest
Costs of interest
Net cash flows from operations before CIT tax

Paid CIT tax

0

5 757

6 240

49 706

25 444

-445

0

49 261

25 444

Purchase of tangible fixed assets and intangible assets

-49 612

-18 784

Disposal of tangible fixed assets and intangible assets
Repayment of granted loans
Loans granted

2 414
40
-5 551

1039
52
-25

2 821

0
2 476

-49 888

-15 242

Net cash flows from operations

Payments of financial lease liabilities
Interest received
Net cash from investment activities

Income from incurred loans/credits

20 993

1905

Repayment of loans/credits
Interest paid
Repayment of liabilities under financial lease
Dividends paid

-7 262
-5 757
-4 990
0

-3 417
-6 240
-1 703
0

Net cash from financial operations

2 984

-9 456

Change in net cash and cash equivalents

2 357

746

Opening balance of cash and cash equivalents

1944

1 198

4 301

1944

Change under foreign exchange differences
Cash and equivalents at the end of period
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The financial statement for the financial year ended on 31 October 2016
Main and key statistical data
Over the last financial periods, the development of the company can be described using the following major and key statistical data

01.12.2014
31.10.2016

01.01.2013
30.11.2014

PLN 1 000

PLN 1 000

Net turnover

812 277

727 116

Gross profit/loss

102 787

80 394

EBITDA

37 168

28 374

EBIT

15 416

15 046

Net profit (loss)

10 054

18 415

178 736

109 760

59 028

16 315

49 261

25 444

Income Statement

Balance sheet
Balance sheet total
Equity

Cash Flow Statement
Cash flows from:
operations
investments

-49 888

-15 242

financial operations

2 984

-9 456

Net change in cash and its equivalents

2 357

746

762

700

13

11

Employment
number of employees

Indicators [%]
Gross margin
Operating margin

2

2

ROA

11

16

Assets to equity ratio

33

15

ROE

17

113

24

The financial statement for the financial year ended on 31 October 2016
Explanations of key data
EBITDA (earnings before interest, taxes, depreciation and i amortization) - the profit of the company before deducting interest on contracted
credits, taxes and depreciation.
EBIT (earnings before deducting interest and taxes) - operating profit, namely profit before deducting taxes and interest.

Gross margin

=

Operating margin

=

ROA

=

ROE

=

Assets to equity ratio

=

25

Financial result x 100
Net turnover

EBIT x 100
Net turnover

EBIT x 100
Average value of assets

Net profit x 100
Average value of equity

Equity x 100
Total assets

The financial statement for the financial year ended on 31 October 2016
Statement of changes in equity in the period 1 December 2014 to 31 October 2016

Other
supplementary
and reserve
capitals

Share capital

Transferred
financial result

Total equity

PLN 1 000

PLN 1 000

PLN 1 000

PLN 1 000

01.12.2014-31.10.2016
Equity 1 December 2014

20 853

117 148

-121 686

16 315

Paid dividend

0

0

0

0

Net profit for the financial year

0

0

10 054

10 054

Capital from revaluation of fixed assets

0

32 659

0

32 659

-6 604

6 604

Depreciation from revaluation of fixed assets
Total annual income 01.12.2014-31.10.2016

0

26 055

16 657

42 712

Increase in capital

0

0

0

0

Purchase of minority shares

0

0

0

0

20 853

143 203

-105 028

59 028

Equity 31 October 2016

Statement of changes in equity in the period 1 January 2013 to 30 November 2014

Transferred
financial result

Share capital

other provisions

Total equity

PLN 1 000

PLN 1 000

PLN 1 000

PLN 1 000

20 853

117 148

-140 101

-2 101

Paid dividend

0

0

0

0

Net profit for the financial year

0

0

18 415

18 415

Adjustment of currency exchange rates for foreign
companies

0

0

0

0

Total annual income 01.01.2013-30.11.2014

0

0

18 415

18 415

Increase in capital

0

0

0

0

Purchase of minority shares

0

0

0

0

Equity 30 November 2014

20 853

117 148

-121 686

16 315

01.01.2013-30.11.2014
Equity 1 January 2013
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APPENDIX D – FORM OF BOND TERMS

_____ May 2017
Bond terms
Axzon A/S - EUR 135,000,000 Floating Rate Senior Secured Bonds due 2021
ISIN DK0030398979

1

Contents:
1
Interpretation .......................................................................................................................... 3
2
The Bonds .............................................................................................................................. 24
3
The Bondholders ................................................................................................................... 27
4
Admission to listing ............................................................................................................... 28
5
Registration of the Bonds ...................................................................................................... 28
6
Conditions for disbursement ................................................................................................. 28
7
Representations and warranties ........................................................................................... 31
8
Payments in respect of the Bonds......................................................................................... 37
9
Interest .................................................................................................................................. 39
10
Redemption and repurchase of the Bonds ........................................................................... 40
11
Purchase and transfer of the Bonds ...................................................................................... 42
12
Guarantee and indemnity ..................................................................................................... 43
13
Information undertakings ..................................................................................................... 48
14
General undertakings ............................................................................................................ 50
15
Incurrence Test...................................................................................................................... 56
16
Events of Default and acceleration of the Bonds .................................................................. 57
17
Bondholders’ decisions ......................................................................................................... 60
18
The Bond Trustee .................................................................................................................. 65
19
Amendment and waivers ...................................................................................................... 70
20
Miscellaneous........................................................................................................................ 71
21
Governing law and jurisdiction ............................................................................................. 72
Schedule 1 – Compliance Certificate ................................................................................................ 77
Schedule 2 – Form of Guarantor Accession Letter ........................................................................... 78
Schedule 3 – List over mortgages forming part of Transaction Security.......................................... 80
Schedule 4 - List of Existing Debt and Existing Security.................................................................... 81

2

These bond terms (the “Bond Terms”) are dated _____ May 2017 and are made between:
(1)

AXZON A/S (a company incorporated in Denmark with company registration no. (CVR)
26438624 and registered address at Vesterbrogade 4 A, 5th Floor, 1620 Copenhagen,
Denmark) as issuer of the Bonds (as defined below) (the “Issuer”);

(2)

POLDANOR S.A. (a joint stock company organised and existing under the laws of Poland
under number KRS 0000103018, with its registered seat in Przechlewo, at ul. Dworcowa
25, 77-320 Przechlewo, Poland) as original guarantor (“Poldanor” or an “Original Guarantor”);

(3)

PRIME FOOD SP. Z O.O. (a limited liability company organised and existing under the
laws of Poland under number KRS 91298, with its registered seat in Przechlewo, at
ul. Młyńska 43B, 77-320 Przechlewo, Poland) as original guarantor (“Prime Food” or an
“Original Guarantor”);

(4)

DANOSHA LTD. (a company incorporated in Ukraine with company registration no.
32464900 and with registered address at 1 Lisova St., Kopanky village, Kalush district,
Ivano-Frankovsk oblast, 77330. Ukraine) as original guarantor (“Danosha” or an “Original
Guarantor”);

(5)

FINANSAX APS (a company incorporated in Denmark with company registration no.
(CVR) 38641921 and registered address at Vesterbrogade 4 A, 5th Floor, 1620 Copenhagen, Denmark) as original guarantor (“Danish Newco”) or an “Original Guarantor”) and
together with Poldanor, Prime Food and Danosha, the “Original Guarantors”); and

(6)

NORDIC TRUSTEE A/S (a company incorporated in Denmark with company registration
no. (CVR) 34705720) and with registered address at Bredgade 30, 1260 Copenhagen K,
Denmark), as bond trustee on behalf of the Bondholders (as defined below) (the “Bond
Trustee”).

1
1.1

Interpretation
Definitions
The following terms will have the following meanings:
“Act on Registered Pledges” has the meaning given to it in paragraph (c) of Clause 1.3
(Polish terms).
“Additional Bonds” means Bonds issued under a Tap Issue.
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“Additional Guarantor” means any Group Company which subsequently to the Issue
Date becomes a Material Group Company and has acceded to these Bond Terms as an
Additional Guarantor by entering into an accession letter in the form of Schedule 2.
“Affiliate” means any other Person, directly or indirectly, controlling or controlled by or
under direct or indirect common control with such specified Person. For the purpose of
this definition, “control” when used with respect to any Person means the power to direct the management and policies of such Person, directly or indirectly, whether through
the ownership of voting securities, by contract or otherwise; and the terms “controlling”
and “controlled” have meanings correlative to the foregoing.
“Agreement on Polish Security Agent” means a Polish law governed agreement or
agreements, as the case may be, on appointment of the Security Agent to act as a security agent (administrator) for the purposes of the Polish Security, entered into by, inter
alia, the Issuer, the Security Agent and the Bond Trustee (on behalf of itself and the
Bondholders).
“Annual Financial Statements” means the audited unconsolidated and consolidated annual financial statements of the Issuer for any financial year, prepared in accordance
with GAAP, such financial statements to include a profit and loss account, balance sheet,
cash flow statement and report of the board of directors.
“Audited Accounts” has the meaning given to it in paragraph (a) of Clause 7.8 (Financial
statements).
“Bond Creditors” means the Bondholders and the Bond Trustee.
“Bond Finance Documents” means these Bond Terms, the Bond Trustee Agreement, the
Intercreditor Agreement, the Agreement on Polish Security Agent, any Ukrainian Guarantor Suretyship Agreement, any Transaction Security Document and any other document
designated by the Issuer and the Bond Trustee as a Bond Finance Document.
“Bond Liabilities” shall have the meaning ascribed to such term in the Intercreditor
Agreement.
“Bond Terms” means these terms and conditions, including all Schedules hereto which
shall form an integrated part of the Bond Terms, in each case as amended and/or supplemented from time to time.
“Bond Trustee” means the company designated as such in the list of parties to these
Bond Terms, or any successor, acting for and on behalf of the Bondholders in accordance
with these Bond Terms.
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“Bond Trustee Agreement” means the agreement entered into between the Issuer and
the Bond Trustee relating among other things to the fees to be paid by the Issuer to the
Bond Trustee for its obligations relating to the Bonds.
“Bondholder” means a person who is registered in the Securities Depository as directly
registered owner or nominee holder of a Bond, subject however to Clause 3.3 (Bondholders’ rights).
“Bondholders' Meeting” means a meeting of Bondholders as set out in Clause 17 (Bondholders’ decisions).
“Bonds” means the debt instruments issued by the Issuer pursuant to these Bond Terms,
including any Additional Bonds.
“Borrowings” means Financial Indebtedness other than paragraph (f) of the definition
thereof.
“Business Day” means a day on which both the relevant Securities Depository settlement
system is open and which is a TARGET Day.
“Business Day Convention” means that if the last day of any Interest Period originally
falls on a day that is not a Business Day, the Interest Period will be extended to include
the first following Business Day unless that day falls in the next calendar month, in which
case the Interest Period will be shortened to the first preceding Business Day (Modified
Following).
“Call Option” has the meaning given to it in Clause 10.2 (Voluntary early redemption Call Option).
“Call Option Repayment Date” means the settlement date for the Call Option determined by the Issuer pursuant to Clause 10.2 (Voluntary early redemption - Call Option),
or a date agreed upon between the Bond Trustee and the Issuer in connection with such
redemption of Bonds.
“Change of Control Event” means

5

(a) at any time prior to and until completion of an Equity Listing Event, the occurrence
of an event or series of events whereby a Person or group of Persons acting in concert (other than Polen Invest A/S) gaining Decisive Influence over the Issuer; and
(b) upon and at any time following completion of an Equity Listing Event, any event
where any other Person or group of Persons acting in concert (other than Polen Invest A/S) controls 33⅓ per cent. or more of the shares or vo ng rights in the Issuer.
“Compliance Certificate” means a statement substantially in the form as set out in
Schedule 1 hereto.
“Danish Guarantor” has the meaning given to it in paragraph (a) of Clause 12.11 (Guarantee limitations for Guarantors incorporated in Denmark).
“Decisive Influence” means a Person having, as a result of an agreement or through the
ownership of shares or interests in another person (directly or indirectly):
(a) a majority of the share capital or voting rights in that other Person; or
(b) a right to elect or remove a majority of the members of the board of directors of
that other Person.
“Default Notice” means a written notice to the Issuer as described in Clause 16.2 (Acceleration of the Bonds).
“Default Repayment Date” means the settlement date set out by the Bond Trustee in a
Default Notice requesting early redemption of the Bonds.
“EBITDA” means, in respect of the Relevant Period, the consolidated profit of the Group
from ordinary activities according to the latest Financial Report(s):
(a) before deducting any amount of tax on profits, gains or income paid or payable by
any Group Company;
(b) before deducting any Net Finance Charges;
(c)

before taking into account any exceptional items;

(d) before taking into account any Transaction Costs;
(e) not including any accrued interest owing to any Group Company;
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(f)

before taking into account any unrealised gains or losses on any derivative instrument (other than any derivative instruments which is accounted for on a hedge account basis);

(g) after adding back or deducting, as the case may be, the amount of any loss or gain
against book value arising on a disposal of any asset (other than in the ordinary
course of trading) and any loss or gain arising from an upward or downward revaluation of any asset;
(h) after deducting the amount of any profit (or adding back the amount of any loss) of
any Group Company which is attributable to minority interests;
(i)

after adding back or deducting, as the case may be, the Group’s share of the profits
or losses of entities which are not part of the Group; and

(j)

after adding back any amount attributable to the amortisation, depreciation or impairment of assets of Group Companies.

“Equity” has the meaning given to it in paragraph (b) of Clause 12.11 (Guarantee limitations for Guarantors incorporated in Denmark).
“Equity Listing Event” means an initial public offering of shares in the Issuer or any direct, or indirect, parent of the Issuer, after which such shares shall be quoted, listed,
traded or otherwise admitted to trading on Nasdaq Copenhagen A/S’s regulated market
or any other Exchange.
“Escrow Account” means an account in the name of the Issuer, pledged and blocked on
first priority as security for the Issuer’s obligations under the Bond Finance Documents.
“Escrow Account Pledge” means the pledge over the Escrow Account, where the bank
operating the account has waived any set-off rights.
“Event of Default” means any of the events or circumstances specified in Clause 16.1
(Events of Default).
“Exchange” means:
(a) Nasdaq Copenhagen A/S’s regulated market; or
(b) any regulated market as such term is understood in accordance with the Markets in
Financial Instruments Directive (Directive 2004/39/EC) or the Markets in Financial
Instruments Directive 2014/65/EU (MiFID II), as applicable.
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“Existing Shareholder Loan” means the loan granted by Polen Invest A/S to the Company
pursuant to a loan agreement dated 7 June 2010 (as amended on 23 April 2013) in the
amount of DKK 140,000,000 as of the date of these Bond Terms.
“Finance Charges” means, for the Relevant Period, the aggregate of interest accrued
(whether in cash or capitalised) in respect of any Borrowings of any member of the
Group during that Relevant Period.
“Finance Lease” means any lease or hire purchase contract, a liability under which
would, in accordance with GAAP, be treated as a balance sheet liability (other than a
lease or hire purchase contract which would, in accordance with GAAP in force prior to 1
January 2019, have been treated as an operating lease).
“Financial Indebtedness” means any indebtedness for or in respect of:
(a) moneys borrowed and debt balances at banks or other financial institutions;
(b) any amount raised by acceptance under any acceptance credit facility or dematerialized equivalent;
(c)

any amount raised pursuant to any note purchase facility or the issue of bonds,
notes, debentures, loan stock or any similar instrument, including the Bonds;

(d) the amount of any liability in respect of any Finance lease;
(e) receivables sold or discounted (other than any receivables to the extent they are
sold on a non-recourse basis provided that the requirements for de-recognition under GAAP are met);
(f)

any derivative transaction entered into and, when calculating the value of any derivative transaction, only the marked to market value (or, if any actual amount is due
as a result of the termination or close-out of that derivative transaction, that
amount shall be taken into account);

(g) any counter-indemnity obligation in respect of a guarantee, bond, standby or documentary letter of credit or any other instrument issued by a bank or financial institution in respect of any underlying liability which would fall within one of the other
paragraphs in this definition;
(h) any amount of any liability under an advance or deferred purchase agreement, if (a)
the primary reason behind entering into the agreement is to raise finance or (b) the
agreement is in respect of the supply of assets or services and payment is due more
than 120 calendar days after the date of supply;
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(i)

any amount raised under any other transaction (including any forward sale or purchase agreement) having the commercial effect of a borrowing or otherwise being
classified as a borrowing under GAAP;

(j)

without double counting, the amount of any liability in respect of any guarantee for
any of the items referred to in paragraphs (a) to (i) above; and

(k) excluding, for the avoidance of doubt, any obligations under put options pursuant
to or in connection with the IFC Shareholders Agreement and the IFU Shareholders
Agreement, whether exercisable or not.
“Financial Reports” means the Annual Financial Statements and the Interim Accounts.
“Financial Support” means any loans, guarantees, Security or other financial assistance
(whether actual or contingent).
“First Call Date” means the Interest Payment Date falling 24 months after the Issue Date.
“GAAP” means International Financial Reporting Standards (IFRS) and guidelines and interpretations issued by the International Accounting Standards Board (or any predecessor and successor thereof), in force from time to time.
“Government Bond Rate” means the interest rate of debt securities instruments issued
by the German Government on the day falling two Business Days before the notification
to the Bondholders of the Make Whole Amount pursuant to paragraph (c) of Clause 10.2
(Voluntary early redemption - Call Option).
“Group” means the Issuer with all its Subsidiaries (other than Restricted Subsidiaries)
from time to time.
“Group Company” means any Person which is a member of the Group.
“Guarantee” means the guarantee and indemnity granted pursuant to these Bond Terms
and any other guarantee (including, but not limited to, any Ukrainian Guarantor Suretyship Agreement) given by a Guarantor in relation to the Bond Finance Documents.
“Guarantor” means the Original Guarantors and any Additional Guarantor, unless it has
ceased to be a Guarantor in accordance with these Bond Terms.
“Hedging Agreements” has the meaning ascribed to such term in the Intercreditor
Agreement.
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“IFC” means International Finance Corporation, an international organization established
by articles of agreement among its member countries including Denmark.
“IFC Shareholders Agreement” means the shareholders agreement dated 17 May 2013
between the Issuer, Polen Invest A/S, Tom Axelgaard and IFC.
“IFU” means The Investment Fund for Developing Countries, a Danish foundation with
legal personality and limited liability, established according to an act of the Danish parliament and acting as an agency of the Danish government.
“IFU Shareholders Agreement” means the shareholders agreement dated 23 April 2012
between the Issuer and IFU relating to the shareholding of Danosha.
“Incurrence Test” shall have the meaning ascribed to such term in Clause 15.1.
“Incurrence Test Event” means an event contemplated by (i) paragraph (e) of the definition of Permitted Financial Indebtedness, (ii) paragraph (b)(v) of the general undertaking
in Clause 14.5 (Distributions), (iii) paragraph (b)(ii) of the general undertaking in Clause
14.8 (Acquisitions) and/or (iv) paragraph the general undertaking in paragraph (b)(ii) of
Clause 14.14 (Financial Support to Restricted Subsidiaries).
“Initial Bond Issue” means the aggregate Nominal Amount of all Bonds issued on the Issue Date.
“Insolvent” means that a Person:
(a) is unable or admits inability to pay its debts as they fall due;
(b) suspends making payments on any of its debts generally; or
(c)

is otherwise considered insolvent or bankrupt within the meaning of the relevant
bankruptcy legislation of the jurisdiction which can be regarded as its center of main
interest as such term is understood pursuant to Council Regulation (EC) no.
1346/2000 on insolvency proceedings (as amended).

“Intercreditor Agreement” means an intercreditor agreement dated on or about the
date of these Bond Terms (as amended, modified, restated and/or supplemented from
time to time) entered into between Jyske Bank A/S as original super senior lender, the
Bond Trustee as bond trustee, Polen Invest A/S as majority shareholder, the companies
named therein as intra-group lenders and original debtors and the Security Agent as security agent.
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“Interest Payment Date” means the last day of each Interest Period, the first Interest
Payment Date being 26 August 2017 and the last Interest Payment Date being the Maturity Date.
“Interest Period” means, subject to adjustment in accordance with the Business Day
Convention, the period between 26 February, 26 May, 26 August and 26 November each
year, provided however that an Interest Period shall not extend beyond the Maturity
Date.
“Interest Rate” means the percentage rate per annum which is the aggregate of the Reference Rate for the relevant Interest Period plus the Margin.
“Interest Quotation Day” means, in relation to any period for which Interest Rate is to be
determined, the day falling two Business Days before the first day of the relevant Interest Period.
“Interim Accounts” means the unaudited unconsolidated and consolidated quarterly financial statements of the Issuer for the quarterly period ending on each 31 March, 30
June, 30 September and 31 December in each year, prepared in accordance with GAAP.
“ISIN” means International Securities Identification Number – the identification number
of the Bonds.
“Issue Date” means 29 May 2017.
“Issuer’s Bonds” means any Bonds which are owned by the Issuer or any Affiliate of the
Issuer.
“Legal Reservations” means:
(a) the principle that equitable remedies may be granted or refused at the discretion of
a court and limitation of enforcement by laws relating to insolvency, reorganisation
and other laws generally affecting the rights of creditors;
(b) the time barring of claims; and
(c)

any other matters, including currency restrictions, which are set out as qualifications or reservations as to matters of law of general application in legal opinions delivered to the Bond Trustee and/or the Manager.

“Listing Failure Event” means:
(a) that the Bonds have not been admitted to listing on an Exchange within 12 months
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following the Issue Date, or
(b) in the case of a successful admission to listing, that a period of 6 months has
elapsed since the Bonds ceased to be admitted to listing on an Exchange.
“Longstop Date” means the date falling three months after the Issue Date.
“Major Existing Loans” means the loans owing by the Group to the creditors listed with
nos. 1 to 9 in Part 1 of Schedule 4.
“Make Whole Amount” means an amount equal to the sum of:
(a) the present value on the Call Option Repayment Date of 102.25 per cent. of the redeemed Bonds as if such payment originally had taken place on the First Call Date;
and
(b) the present value on the Call Option Repayment Date of the remaining interest payments of the redeemed Bonds from the Call Option Repayment Date to the First Call
Date (excluding any accrued and unpaid interest on the redeemed Bonds as at the
Call Option Repayment Date),
where the present value shall be calculated by using a discount rate of 50 basis points
above the Government Bond Rate (i.e. comparable to the remaining Macauley duration
of the Bonds from the Call Option Repayment Date until the First Call Date using linear
interpolation), and where the interest rate applied for the remaining interest payments
shall equal the Mid-Swap Rate plus the Margin (however so that the interest rate can
never fall below the Margin).
“Manager” means Pareto Securities AS.
“Margin” means 4.50 per cent.
“Material Adverse Effect” means a material adverse effect on:
(a) the business, financial condition or operations of the Group taken as a whole
(b) the ability of the Issuer and any Guarantor to perform and comply with its obligations under any of the Bond Finance Documents; or
(c)
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(subject to the reservations and qualifications in the legal opinions to be delivered
to the Bond Trustee pursuant to Clause 6.1 (Conditions precedent for disbursement
to the Issuer)) the validity or enforceability of any of the Bond Finance Documents.

“Material Group Company” means the Original Guarantors and any Subsidiary (other
than a Restricted Subsidiary) of the Issuer which has subsequently been designated as a
Material Group Company by the Issuer pursuant to Clause 14.18 (Designation of Material
Group Companies).
“Maturity Date” means 26 May 2021, adjusted according to the Business Day Convention.
“Maximum Issue Amount” shall have the meaning ascribed to such term in Clause 2.1
(Amount, denomination and ISIN of the Bonds).
“Mid-Swap Rate” means the linearly interpolated Reference Rate in the currency of the
Bonds for the actual period on the day falling two Business Days before the notification
to the Bondholders of the Make Whole Amount pursuant to paragraph (c) of Clause 10.2
(Voluntary early redemption - Call Option), or, if such is not quoted, the mid-swap rate
for the leading banks in the relevant interbank market, based on the last quoted Reference Rate or mid-swap rate in the currency of the Bonds for the actual period.
“Mortgage Threshold” means DKK 250,000,000.
“Mortgage Valuation Notice” has the meaning ascribed to it in paragraph (i) of Clause
13.1.4 (Information: miscellaneous).
“Net Finance Charges” means, for the Relevant Period, the Finance Charges during that
period less interest income during that period.
“Net Interest Bearing Debt” means
(a) the aggregate Financial Indebtedness (other than paragraphs (f) and (g) of the definition thereof) of the Group, but excluding debts between Group Companies; less
(b) the debt owing under the Existing Shareholder Loan; less
(c)

the aggregate book value of the Group’s unrestricted, unpledged and freely available cash, including cash equivalents.

“Nominal Amount” means the nominal amount of each Bond as set out in paragraph (c)
of Clause 2.1(Amount, denomination and ISIN of the Bonds).
“Obligor” means the Issuer and any Guarantors.
“Outstanding Bonds” means any Bonds issued in accordance with these Bond Terms to
the extent not redeemed or otherwise discharged.
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“Overdue Amount” means any amount required to be paid by the Issuer under any of
the Finance Documents but not made available to the Bondholders on the relevant Payment Date or otherwise not paid on its applicable due date.
“Paying Agent” means the legal entity appointed by the Issuer to act as its paying agent
with respect to the Bonds in the Securities Depository.
“Partial Payment” has the meaning ascribed to it in paragraph (a) of Clause 8.3 (Partial
Payments).
“Payment Date” means any Interest Payment Date or any Repayment Date.
“Permitted Financial Indebtedness” means:
(a) any Financial Indebtedness incurred pursuant to the Bond Finance Documents;
(b) Financial Indebtedness incurred pursuant to the Super Senior Credit Facility, provided that the aggregate principal amount of the Super Senior Credit Facility shall
not exceed DKK 125,000,000;
(c)

Financial Indebtedness related to hedging of interest rates or currency fluctuations
in the ordinary course of business and on a non-speculative basis;

(d) Financial Indebtedness arising out of any Permitted Loan, Permitted Guarantee or
Permitted Security;
(e) Financial Indebtedness incurred by the Issuer, including in connection with a Tap
Issue, provided that the Incurrence Test is met (tested pro forma immediately after
the incurrence of such indebtedness) and provided such Financial Indebtedness of
the Issuer ranks pari passu with or is subordinated to the obligations of the Issuer
under the Bond Finance Documents;
(f)

(i) Financial Indebtedness under any Finance Lease, provided that the aggregate
capital value of all items so leased under outstanding leases by members of the
Group does not exceed DKK 25,500,000 (or its equivalent in other currencies) at any
time and (ii) any lease which is not a Finance Lease;

(g) Financial Indebtedness subordinated to the Bonds according to the Intercreditor
Agreement, including the Existing Shareholder Loan;
(h) Financial Indebtedness under any customary cash management, cash pooling or
netting or setting off arrangements entered into in the ordinary course of business;
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(i)

existing Financial Indebtedness of the Group up to the release of the Bond proceeds
from the Escrow Account to the Issuer and after such date existing Financial Indebtedness of the Group as of the Issue Date up to a maximum amount of DKK
55,000,000 (or its equivalent in other currencies) for a period of three months after
the Issue Date;

(j)

any trade credit received (including for the avoidance of doubt but not limited to
any liability under any advance or deferred purchase agreement) by any member of
the Group from any of its trading partners in the ordinary course of its trading activities;

(k) any pension debt incurred in the ordinary course of business;
(l)

Financial Indebtedness arising under Danosha’s credit facility with Deere Credit up
to an aggregate amount of USD 515,000; and

(m) any other Financial Indebtedness not permitted by the preceding paragraphs and
the aggregate outstanding principal amount of which does not exceed an aggregate
amount of DKK 10,000,000 (or the equivalent in other currencies) at any time.
“Permitted Guarantees” means:
(a) any guarantee obligation arising under or out of the Bond Finance Documents or in
respect of obligations under the Super Senior Credit Facility;
(b) the endorsement of negotiable instruments in the ordinary course of trade;
(c)

any guarantee given in respect of the cash pooling, netting or set-off arrangements
permitted pursuant to paragraph (c) of the definition of Permitted Security;

(d) guarantees given by a Group Company to a landlord in its capacity as such;
(e) any guarantee constituting Permitted Financial Indebtedness or a guarantee
granted in order to secure Permitted Financial Indebtedness of any Group Company;
(f)

customary indemnities given in mandate, engagement and commitment letters;

(g) any guarantee issued by a member of the Group to any of its trading partners in the
ordinary course of its trading activities, including any guarantee guaranteeing performance by a member of the Group under any contract (other than in respect of
Financial Indebtedness) entered into in the ordinary course of business and any in-
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demnity given in the ordinary course of the documentation of an acquisition or disposal transaction;
(h) any guarantee issued in respect of pension liabilities arising in the ordinary course
of business; and
(i)

any guarantees or indemnities not permitted by the preceding paragraphs and the
outstanding principal amount of which does not exceed DKK 10,000,000 (or its
equivalent in other currencies) in aggregate of the Group at any time.

“Permitted Jurisdiction” shall have the meaning given to it in paragraph (b)(i) of Clause
14.8 (Acquisitions).
“Permitted Loan” means:
(a) the Proceeds Loans;
(b) any Financial Indebtedness or loan made by a Group Company to another Group
Company, provided that if such loan is Structural Intra-Group Loan that it becomes
subject to Transaction Security in the form of a perfected assignment;
(c)

deposits of cash or cash equivalent investments with financial institutions for cash
management purposes or in the ordinary course of business;

(d) any Financial Indebtedness or loan made or credit extended by any Group Company
to its customers in the ordinary course of business or otherwise in the ordinary
course of its trading activities;
(e) any Financial Indebtedness or Financial Support arising out of any Permitted Guarantee or Permitted Security;
(f)

DKK 7,000,000 loan granted by the Issuer to Sevel Slagteri A/S;

(g) loans in the aggregate amount of EUR 30,500,000 granted by the Issuer to Dan-Invest LLC;
(h) loans in the aggregate amount of up to DKK 2,450,000 made by a Group Company
to certain employees of the Group; and
(i)
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any Financial Indebtedness or loan not permitted pursuant to the preceding paragraphs and the aggregate principal amount of which does not exceed DKK
10,000,000 (or its equivalent in other currencies) at any time.

“Permitted Security” means:
(a) any Transaction Security, including cash collateral to secure obligations under the
Bond Finance Documents;
(b) any Security arising by operation of law and in the ordinary course of trading, provided that if such Security has arisen as a result of any default or omission by any
member of the Group it shall not subsist for a period of more than 30 calendar days;
(c)

any cash pooling, netting or set-off arrangement entered into by any Group Company in the ordinary course of its banking arrangements for the purpose of netting
debit and credit balances of Group Companies;

(d) any Security arising under any retention of title, hire purchase or conditional sale
arrangement or arrangements having similar effect in respect of goods supplied to a
Group Company in the ordinary course of business and not arising as a result of a
default or omission by any Group Company that is continuing for a period of more
than 30 calendar days;
(e) any right of set-off arising under contracts entered into by Group Companies in the
ordinary course of their day-to-day business;
(f)

any Security arising over any bank accounts or custody accounts or other clearing
banking facilities held with any bank or financial institution under the standard
terms and conditions of such bank or financial institution;

(g) any payment or close out netting, set-off or collateral arrangement pursuant to any
hedging transactions entered into by a member of the Group which constitute Permitted Financial Indebtedness, excluding any Security under any credit support arrangement;
(h) any Security existing as at the Issue Date (other than any pledges over shares in a
Group Company owned by another Group Company) over assets of any member of
the Group so long as the Security is irrevocably removed or discharged by no later
than five months from the Issue Date;
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(i)

any Security existing as at the date of the Bond Terms in respect of any Security
over shares in a Group Company owned by another Group Company so long as the
Security is irrevocably removed or discharged no later than one month after the
time of release of proceeds from the Bond Issue to the Issuer, unless the Security
Agent (acting reasonably) consents to a longer period;

(j)

any Security over or affecting any asset acquired by, or any asset of any company

which becomes, a member of the Group after the Issue Date (where the Security is
created prior to the date on which that company becomes a member of the Group)
if (i) the Security was not created in contemplation of the acquisition of that asset or
company, (ii) the principal amount secured has not been increased in contemplation
of or since the acquisition of that asset or company and (iii) the Security is removed
or discharged within four months of the date of acquisition of such asset or that
company becoming a member of the Group;
(k) any Security arising as a consequence of any Finance Lease permitted pursuant to
the definition of Permitted Financial Indebtedness (operational leases are not considered as Security);
(l)

mortgages of up to PLN 15,500,000 on MAP hall (property no. SL1Z/00036234/4)
granted by Prime Food in favour of BZ WBK Bank;

(m) any Security over any rental deposits in respect of any property leased or licensed
by a member of the Group; and
(n) any Security not permitted pursuant to the preceding paragraphs securing Financial
Indebtedness the aggregate principal amount of which does not exceed DKK
10,000,000 (or its equivalent in other currencies) at any time.
“Person” means any individual, corporation, partnership, limited liability company, joint
venture, association, joint-stock company, trust, unincorporated organisation, government, or any agency or political subdivision thereof, or any other entity, whether or not
having a separate legal personality.
“Polish Bankruptcy Law” shall have the meaning ascribed to such term in paragraph (b)
of Clause 1.3 (Polish terms).
“Polish Restructuring Law” shall have the meaning ascribed to such term in paragraph
(b) of Clause 1.3 (Polish terms).
“Proceeds Loans” shall have the meaning ascribed to such term in Clause 2.3.1(b).
“Put Option” shall have the meaning ascribed to such term in Clause 10.4 (Mandatory
repurchase due to a Put Option Event).
“Put Option Event” means a Listing Failure Event or a Change of Control Event.
“Put Option Repayment Date” means the settlement date for the Put Option Event pursuant to Clause 10.4 (Mandatory repurchase due to a Put Option Event).
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“Reference Rate” shall mean EURIBOR (European Interbank Offered Rate) being (i) the
applicable percentage rate per annum displayed on Reuters screen EURIBOR01 (or
through another system or website replacing it) as of or around 11.00 a.m. (Brussels
time) on the Interest Quotation Day for the offering of deposits in Euro and for a period
comparable to the relevant Interest Period; (ii) if no screen rate is available for the relevant Interest Period, the arithmetic mean of the rates (rounded upwards to four decimal
places), as supplied to the Bond Trustee at its request quoted by banks reasonably selected by the Bond Trustee, for deposits of EUR 10,000,000 for the relevant period; or
(iii) if no quotation is available pursuant to paragraph (ii), the interest rate which according to the reasonable assessment of the Bond Trustee and the Issuer best reflects the interest rate for deposits in Euro offered for the relevant Interest Period; and in each case,
if any such rate is below zero, EURIBOR will be deemed to be zero.
“Relevant Date” has the meaning given to it in paragraph (a) of Clause 7.8 (Financial
statements).
“Relevant Jurisdiction” means the country in which the Bonds are issued, being Denmark.
“Relevant Period” means each period of 12 consecutive calendar months.
“Relevant Record Date” means the date on which a Bondholder’s ownership of Bonds
shall be recorded in the Securities Depository as follows:
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(a) in relation to payments pursuant to these Bond Terms, the date designated as the
Relevant Record Date in accordance with the rules of the Securities Depository from
time to time;
(b) for the purpose of casting a vote in a Bondholders’ Meeting, the date falling on the
immediate preceding Business Day to the date of that Bondholders' Meeting being
held, or another date as accepted by the Bond Trustee; and
(c)

for the purpose of casting a vote in a Written Resolution:
(i)

the date falling three Business Days after the Summons have been published;
or,

(ii) if the requisite majority in the opinion of the Bond Trustee has been reached
prior to the date set out in paragraph (i) above, on the date falling on the immediate Business Day prior to the date on which the Bond Trustee declares
that the Written Resolution has been passed with the requisite majority.
“Repayment Date” means any Call Option Repayment Date, the Default Repayment
Date, the Put Option Repayment Date, the Tax Event Repayment Date, the Longstop
Date or the Maturity Date.
“Representative” shall have the meaning ascribed to it in paragraph (h) of Clause 17.2
(Procedure for arranging a Bondholders’ Meeting).
“Restricted Disposal” shall have the meaning ascribed to it in paragraph (a)(ii) of Clause
14.16 (Disposals).
“Restricted Payment” shall have the meaning ascribed to it in paragraph (a) of Clause
14.5 (Distributions).
“Restricted Subsidiaries” means
(a) Dan-Invest LLC and any of its Subsidiaries or
(b) any other Subsidiary not incorporated in a Permitted Jurisdiction and the activities
of which are not carried out in a Permitted Jurisdiction designated by the Issuer as a
Restricted Subsidiary, provided, however, that none of the Issuer's Subsidiaries as of
the Issue Date (other than those referred to in paragraph (a)) shall be designated as
Restricted Subsidiaries.
“Schedule” means each of the schedules to these Bond Terms.
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“Secured Parties” has the meaning ascribed to such term in the Intercreditor Agreement.
“Securities Depository” means the central securities depository in which the Bonds are
registered, being VP SECURITIES A/S.
“Securities Trading Act” means the Danish Securities Trading Act (in Danish: lov om
værdipapirhandel m.v.), Consolidated Act no. 251 of 21 March 2017 as amended or after
entry into force of the Danish Capital Markets Act (in Danish: lov om kapitalmarkeder)),
the Danish Capital Markets Act.
“Security” means a mortgage, charge, pledge, lien, security assignment or other security
interest securing any obligation of any person or any other agreement or arrangement
having a similar effect.
“Security Agent” means the Security Agent appointed pursuant to the Intercreditor
Agreement and/or the Agreement on Polish Security Agent, by, inter alia, the Bond Trustee (on behalf of itself and the Bondholders) and the other Secured Parties or any successor Security Agent, acting for and on behalf of the Secured Parties in accordance with the
Intercreditor Agreement, the Agreement on Polish Security Agent or any other Bond Finance Document.
“Structural Intra-Group Loans” means any loans (except any Proceeds Loan) granted by
the Issuer to any member of the Group or a Restricted Subsidiary from time to time (i)
with a principal amount in excess of DKK 10,000,000 (or the equivalent in other currencies at the date of establishment or increase of such loan) and (ii) with a term or actual
duration of more than 12 months.
“Subsidiaries” means the subsidiaries of the Issuer (which shall include both direct and
indirect subsidiaries) defined in accordance with GAAP and “Subsidiary” means any of
them.
“Summons” means the call for a Bondholders’ Meeting or a Written Resolution as the
case may be.
“Super Senior Credit Facility” has the meaning ascribed to such term in the Intercreditor
Agreement.
“Super Senior Creditors” has the meaning ascribed to such term in the Intercreditor
Agreement.
“Tap Issue” shall have the meaning ascribed to such term in paragraph (a) of Clause 2.1
(Amount, denomination and ISIN of the Bonds).

21

“Tap Issue Addendum” shall have the meaning ascribed to such term in paragraph (a) of
Clause 2.1 (Amount, denomination and ISIN of the Bonds).
“TARGET Day” means any day on which the Trans-European Automated Real-time Gross
Settlement Express Transfer payment system is open for the settlement of payments in
euro.
“Tax Event Repayment Date” means the date set out in a notice from the Issuer to the
Bondholders pursuant to Clause 10.5 (Early redemption option due to a tax event).
“Total Issue Amount” means the aggregate Nominal Amount of all Bonds issued pursuant to the Initial Bond Issue and any Tap Issue.
“Transaction Costs” means all fees, costs and expenses (including the fees and costs of
legal counsel to the Manager, the Super Senior Creditors) incurred by a Group Company
in connection with (a) the Bond Issue, (b) the Super Senior Credit Facility and the Hedging
Agreements, (c) the Transaction Security, (d) the repayment of the existing debt, and (e)
the listing of the Bonds.
“Transaction Security” means the Security created or expressed to be created in favour
of the Security Agent (on behalf of the Secured Parties) pursuant to the Transaction Security Documents.
“Transaction Security Documents” means:
(a) collectively, the Escrow Account Pledge and all of the documents which shall be executed or delivered pursuant to Clause 2.5 (Transaction Security and Intercreditor
Agreement) expressed to create any Security by the relevant grantor thereof in respect of the Issuer’s obligations under any of the Bond Finance Documents; and
(b) any other document constituting a Security Document as such term is defined in the
Intercreditor Agreement.
“Ukrainian Guarantor Suretyship Agreement” a separate suretyship agreement to secure the liabilities and obligations mentioned and listed in Clause 12.1 (Guarantee).
“Voting Bonds” means the Outstanding Bonds less the Issuer’s Bonds and a Voting Bond
shall mean any single one of those Bonds.
“Voting Period” shall have the meaning ascribed to it in paragraph (f) of Clause 17.5
(Written Resolutions).
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“Written Resolution” means a written (or electronic) solution for a decision making
among the Bondholders, as set out in Clause 17.5 (Written Resolutions).
1.2

Construction
In these Bond Terms, unless the context otherwise requires:
(a) headings are for ease of reference only;
(b) words denoting the singular number will include the plural and vice versa;
(c)

references to Clauses are references to the Clauses of these Bond Terms;

(d) references to a time are references to Central European time unless otherwise
stated;
(e) references to a provision of “law” is a reference to that provision as amended or reenacted, and to any regulations made by the appropriate authority pursuant to such
law;
(f)

references to a “regulation” includes any regulation, rule, official directive, request
or guideline by any official body;

(g) references to Bonds being “redeemed” means that such Bonds are cancelled and
discharged in the Securities Depository in a corresponding amount, and that any
amounts so redeemed may not be subsequently re-issued under these Bond Terms;
(h) references to Bonds being “purchased” or “repurchased” by the Issuer means that
such Bonds may be dealt with by the Issuer as set out in Clause 11.1 (Issuer's purchase of Bonds).

1.3

(i)

references to persons “acting in concert” shall be interpreted pursuant to the relevant provisions of the Securities Trading Act; and

(j)

an Event of Default is “continuing” if it has not been waived.

Polish terms
In these Bond Terms, where they relate to a Polish entity, or Polish security, a reference
to:
(a) a “dissolution” or similar arrangement includes postępowanie upadłościowe;
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(b) a “composition”, “assignment” or similar arrangement with any creditor includes a
układ concluded or approved during insolvency proceedings under Polish Bankruptcy Law dated 28 February 2003, as amended (the “Polish Bankruptcy Law”), or
restructuring proceedings (postępowanie restrukturyzacyjne) under Polish Restructuring Law dated 15 May 2015, as amended (the “Polish Restructuring Law”). This
also includes a partial composition (układ częściowy);
(c)

a “compulsory manager”, “receiver” or “administrator” includes a tymczasowy
nadzorca sądowy, sędzia-komisarz, tymczasawy zarządca, nadzorca, nadzorca
sądowy, syndyk, zarządca or zarządca przymusowy, as defined in Polish Bankruptcy
Law or Polish Restructuring Law. This also includes the officeholders established under Art. 27 of the Act on Registered Pledges dated 6 December 1996, as amended
(the “Act on Registered Pledges”) or Art. 931 or Art. 1064¹ of the Civil Procedure
Code dated 17 November 1964, as amended; and

(d) a “winding up” includes a declaration of bankruptcy and likwidacja.
2
2.1

The Bonds
Amount, denomination and ISIN of the Bonds
(a) The Issuer has resolved to issue a series of Bonds in the maximum amount of EUR
270,000,000 (the “Maximum Issue Amount”). The Bonds may be issued on different issue dates and the Initial Bond Issue will be in the amount of EUR 135,000,000.
The Issuer may, provided that the conditions set out in Clause 6.3 (Tap Issues) are
met, at one or more occasions issue Additional Bonds (each a “Tap Issue”) until the
Nominal Amount of all Additional Bonds equals in aggregate the Maximum Issue
Amount less the Initial Bond Issue. Each Tap Issue will be subject to identical terms
as the Bonds issued pursuant to the Initial Bond Issue in all respects as set out in
these Bond Terms, except that Additional Bonds may be issued at a different price
than for the Initial Bond Issue and which may be below or above the Nominal
Amount. The Bond Trustee shall prepare an addendum to these Bond Terms evidencing the terms of each Tap Issue (a “Tap Issue Addendum”).
(b) The Bonds are denominated in euro (EUR), being the single currency of the participating member states in accordance with the legislation of the European Community relating to Economic and Monetary Union.
(c)
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The Bonds shall be registered in the Securities Depository in multiples of EUR 0.01
(nominal amount). All trades in Bonds as well as the initial subscription shall be in a
minimum amount of EUR 100,000. A Bondholder who, as a result of trading such
amounts, holds an amount which is less than EUR 100,000 in its account with the

relevant clearing system will not be able to sell the remainder of such holding without first purchasing a principal amount of the Bonds at or in excess of EUR 100,000
such that its holding amounts to EUR 100,000 or above.
(d) The ISIN of the Bonds is DK0030398979. All Bonds issued under the same ISIN will
have identical terms and conditions as set out in these Bond Terms.
2.2

Tenor of the Bonds
The tenor of the Bonds is from and including the Issue Date to but excluding the Maturity
Date.

2.3
2.3.1

Use of proceeds
The Issuer shall use the net proceeds from the Initial Bond Issue for:
(a) repayment in full of its existing senior debt set out in Part 1 of Schedule 4 to these
Bond Terms;
(b) making proceeds loans (“Proceeds Loans”) and/or capital, cash or other contributions to certain of its Subsidiaries to fund such Subsidiaries’ repayment in full of
their respective existing debt set out in Part 1 of Schedule 4 to these Bond Terms
and to fund the working capital requirements in the Restricted Subsidiaries (however a maximum amount of EUR 20,000,000 may be lent on to Restricted Subsidiaries and a maximum amount of EUR 6,666,667 may be used as working capital requirements of the Restricted Subsidiaries and the remaining part shall be used for
refinancing of existing debt of the Restricted Subsidiaries). The repayment of the
existing debt in the Ukrainian Group Companies may be done by a Proceeds Loan to
Danish Newco and a subsequent acquisition by Danish Newco of the existing debt
owed by the Ukrainian Group Companies;
(c)

repayment of DKK 30,000,000 on the Existing Shareholder Loan;

(d) payment of dividends to the shareholders of the Issuer of DKK 75,000,000; and
(e) the general corporate purposes of the Group.
2.3.2

The Issuer will use the net proceeds from the issuance of any Additional Bonds for the
general corporate purposes of the Group.

2.4

Status of the Bonds
The Bonds will be senior secured obligations of the Issuer and will:
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(a) be secured by the Transaction Security but will receive proceeds from the enforcement thereof in accordance with the order of priority set out in the Intercreditor
Agreement;
(b) be pari passu in right of payment with all existing and future indebtedness of the
Issuer that is not subordinated in right of payment to the Bonds, including indebtedness incurred under the Super Senior Credit Facility and the Hedging Agreements,
provided, however, that any insolvency proceeds will be applied in accordance with
the order of priority set out in the Intercreditor Agreement;
(c)

be senior in right of payment to all existing and future indebtedness of the Issuer
that is subordinated in right of payment to the Bonds; and

(d) be subordinated to any existing and future indebtedness of the Issuer that is mandatorily preferred by law.
2.5
2.5.1

Transaction Security and Intercreditor Agreement
As Security for the due and punctual fulfilment of the Bond Liabilities, the Issuer shall
procure that the following Transaction Security is granted in favour of the Security Agent
with first priority within the times agreed in Clause 6 (Conditions for disbursement):
(a) the Escrow Account Pledge (it being noted that unlike other Transaction Security,
the Escrow Account Pledge will only secure the obligations under or in connection
with the Bonds);
(b) a first priority pledge of all shares owned by the Group in each Original Guarantor;
(c)

a blank promissory note issued by each of Poldanor and Prime Food;

(d) negative pledge registered in the Danish Personal Register (in Danish: Personbogen)
in respect of the Company;
(e) mortgages over real estate listed in Schedule 3 with an aggregate value in excess of
the Mortgage Threshold; and
(f)

first priority assignments:
(i)

by the Issuer of its rights under any Proceeds Loans and Structural Intra-Group
Loans; and

(ii) by Polen Invest A/S of its rights under the Existing Shareholder Loan.
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2.5.2

These Bond Terms are entered into subject to, and with the benefit of, the provisions set
out in the Intercreditor Agreement.

2.5.3

The Transaction Security (except for the Escrow Account Pledge) is shared with the Super
Senior Creditors which are granted super senior status in respect of the enforcement
proceeds or the proceeds from a distressed disposal as set out in in more detail in the
Intercreditor Agreement.

2.5.4

The Transaction Security, the Agreement on Polish Security Agent and the Intercreditor
Agreement shall be entered into on such terms and conditions as the Bond Trustee in its
discretion deems appropriate in order to create the intended benefit for the Bond Creditors forming part of the Secured Parties under the relevant document.

3
3.1

The Bondholders
Bond Terms binding on all Bondholders
(a) Upon registration of the Bonds in the Securities Depository, the Bondholders shall
be bound by the terms and conditions of these Bond Terms and any other Bond Finance Document without any further action or formality being required to be taken
or satisfied.
(b) The Bond Trustee is always acting with binding effect on behalf of all the Bondholders.

3.2

Limitation of rights of action
(a) No Bondholder is entitled to take any enforcement action, instigate any insolvency
procedures, or take other action against the Issuer, the Guarantors or any other
party in relation to any of the liabilities of the Issuer, the Guarantors or any other
party under or in connection with the Bond Finance Documents, other than through
the Bond Trustee and in accordance with these Bond Terms, provided, however,
that the Bondholders shall not be restricted from exercising any of their individual
rights derived from these Bond Terms, including the right to exercise the Put Option.
(b) Each Bondholder shall immediately upon request by the Bond Trustee provide the
Bond Trustee with any such documents, including a written power of attorney (in
form and substance satisfactory to the Bond Trustee), as the Bond Trustee deems
necessary for the purpose of exercising its rights and/or carrying out its duties under the Bond Finance Documents. The Bond Trustee is under no obligation to represent a Bondholder which does not comply with such request.
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3.3

Bondholders’ rights
(a) If a beneficial owner of a Bond not being registered as a Bondholder wishes to exercise any rights under the Bond Finance Documents, it must obtain proof of ownership of the Bonds, acceptable to the Bond Trustee.
(b) A Bondholder (whether registered as such or proven to the Bond Trustee’s satisfaction to be the beneficial owner of the Bond as set out in paragraph (a) above) may
issue one or more powers of attorney to third parties to represent it in relation to
some or all of the Bonds held or beneficially owned by such Bondholder. The Bond
Trustee shall only have to examine the face of a power of attorney or similar evidence of authorisation that has been provided to it pursuant to this Clause 3.3 and
may assume that it is in full force and effect, unless otherwise is apparent from its
face or the Bond Trustee has actual knowledge to the contrary.

4

Admission to listing
The Issuer shall procure that the Bonds are listed on an Exchange within 12 months of the
Issue Date and remain listed on an Exchange until the Bonds have been redeemed in full.

5
5.1

Registration of the Bonds
Registration in the Securities Depository
The Bonds shall be registered in dematerialised form in the Securities Depository according to the relevant securities registration legislation and the requirements of the Securities
Depository.

5.2

Obligation to ensure correct registration
The Issuer will at all times ensure that the registration of the Bonds in the Securities Depository is correct and shall immediately upon any amendment or variation of these Bond
Terms give notice to the Securities Depository of any such amendment or variation.

5.3

Country of issuance
The Bonds have not been issued under any other country’s legislation than that of the
Relevant Jurisdiction. Save for the registration of the Bonds in the Securities Depository,
the Issuer is under no obligation to register, or cause the registration of, the Bonds in any
other registry or under any other legislation than that of the Relevant Jurisdiction.

6
6.1

Conditions for disbursement
Conditions precedent for disbursement to the Issuer
(a) Payment of the net proceeds from the issuance of the Bonds into the Escrow Account shall be conditional on the Bond Trustee having received in due time (as determined by the Bond Trustee) prior to the Issue Date each of the following documents, in form and substance satisfactory to the Bond Trustee:
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(i)

the Bond Terms duly executed by all parties thereto;

(ii) the Escrow Account Pledge duly executed by all parties thereto and perfected
in accordance with applicable law;
(iii) the Intercreditor Agreement duly executed by all parties thereto;
(iv) approval from IFC to the Issuer whereby IFC approves the changes proposed by
the Issuer to change the articles of association of the Issuer to the effect that
the shares of the Issuer's subsidiaries may be pledged as contemplated in the
Bond Terms;
(v) certified copies of all corporate resolutions of the Issuer and each Original
Guarantor required for the Issuer to issue the Bonds and for the Issuer and
each Original Guarantor to execute the Bond Finance Documents to which it is
a party;
(vi) a certified copy of a power of attorney from the Issuer and each Original Guarantor to relevant individuals for their execution of the Bond Finance Documents to which it is a party, or extracts from the relevant register or similar
documentation evidencing such individuals' authorisation to execute such
Bond Finance Documents on behalf of the Issuer and each Original Guarantor;
(vii) copies of any written documentation used in marketing the Bonds or made
public by the Issuer or the Manager in connection with the issuance of the
Bonds;
(viii) copies of the Issuer's and each Original Guarantor's (other than Danish
Newco’s) latest audited annual financial statements and of the Issuer's most
recent consolidated monthly management accounts; and
(ix) certified copies of the Issuer's articles of association and of a full extract from
the relevant company register in respect of the Issuer evidencing that the Issuer is validly existing and its status is normal;
(x)

certified copies of each Original Guarantor's constitutional documents and of a
full extract from the relevant company register in respect of each Original
Guarantor evidencing that the relevant Original Guarantor is validly existing
and its status is normal;

(xi) legal opinions from the Manager's legal advisors as may be required by the
Bond Trustee and/or the Manager (including in respect of corporate matters
relating to the Issuer and each Original Guarantor and the legality, validity and
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enforceability of the Bond Terms, the Escrow Account Pledge and the Intercreditor Agreement); and
(xii) a letter addressed to the Manager, in such form as the Manager may reasonably request, from the auditors of the Issuer.
(b) The net proceeds from the issuance of the Bonds will not be released from the Escrow Account and disbursed to the Issuer unless the Bond Trustee has received or is
satisfied that it will receive in due time (as determined by the Bond Trustee) prior to
such disbursement to the Issuer each of the following documents, in form and substance satisfactory to the Bond Trustee:
(i)

confirmation that the Bonds are registered in the Securities Depository;

(ii) the Bond Trustee Agreement duly signed by all parties thereto;
(iii) a duly executed release notice from the Issuer;
(iv) documents evidencing that the articles of association of the Issuer have been
amended to the effect that the shares of the Issuer's subsidiaries may be
pledged as contemplated in the Bond Terms;
(v) legal opinions from the Manager's legal advisors as may be required by the
Bond Trustee and/or the Manager (including in respect of corporate matters
relating to the Issuer and each Original Guarantor and the legality, validity and
enforceability of the Transaction Security documents and any other Bond Finance Documents not already opined on);
(vi) the Transaction Security Documents duly signed by all parties thereto (including any necessary corporate resolution and documentation from security providers) and evidence of the establishment and perfection of the Transaction
Security as set out therein (excluding (i) filings with the Polish registries and (ii)
subsequent registrations in respect of the Polish Security which shall be effected on the terms and conditions set out in the underlying Transaction Security Documents);
(vii) the Agreement on Polish Security Agent duly signed by all parties thereto;
(viii) a Ukrainian Guarantor Suretyship Agreement duly signed by Danosha and any
other parties thereto;
(ix) documents evidencing the Proceeds Loans (if any) duly signed by all parties
thereto;
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(x)

a funds flow statement evidencing availability of sufficient funds to repay the
existing debt listed in Part 1 of Schedule 4 signed by the Issuer;

(xi) duly signed copies of pay-off letters in respect of the Major Existing Loans confirming that all existing security granted in respect of such Major Existing Loans
will be released upon repayment;
(xii) confirmation by the Issuer that no Event of Default has occurred and is continuing or will result from the release from the Escrow Account; and
(xiii) any other Bond Finance Documents duly signed by all parties thereto.
(c)

The Bond Trustee, acting in its reasonable discretion, may waive the deadline or the
requirements for documentation set out in this Clause 6.1, or decide in its discretion
that delivery of certain documents as set out in this Clause 6.1 shall be made subject
to an agreed closing procedure between the Bond Trustee and the Issuer.

6.2

Distribution
Disbursement of the proceeds from the issuance of the Bonds is conditional on the Bond
Trustee’s confirmation to the Paying Agent that the conditions in Clause 6.1 (Conditions
precedent for disbursement to the Issuer) have been either satisfied in the Bond Trustee’s
discretion or waived by the Bond Trustee pursuant to paragraph (c) of Clause 6.1 (Conditions precedent for disbursement to the Issuer) above.

6.3

Tap Issues
The Issuer may issue Additional Bonds if:
(a) the Bond Trustee has executed a Tap Issue Addendum;
(b) the representations and warranties contained in Clause 7 (Representations and warranties) of these Bond Terms are true and correct in all material respects and repeated by the Issuer as at the date of issuance of such Additional Bonds; and
(c)

7
7.1
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the Issuer meets the Incurrence Test tested pro forma including the new Financial
Indebtedness incurred as a result of issuing such Additional Bonds.

Representations and warranties
General
The Issuer and each Guarantor makes the representations and warranties set out in
Clause 7.2 (Due incorporation) to Clause 7.20 (Transaction Security Documents), in respect of itself and, where applicable, in respect of its Subsidiaries, to the Bond Trustee
(on behalf of the Bondholders) at the following times and with reference to the facts and
circumstances then existing:

(a) at the Issue Date;
(b) on each date of disbursement of proceeds from the Escrow Account; and
(c)

at the date of issuance of any Additional Bonds.

7.2

Due incorporation
It has been duly incorporated and are validly existing under the law of its jurisdiction of
incorporation with full power and authority to own, lease and operate its properties and
conduct its business as presently conducted and to execute and perform its obligations
under these Bond Terms and to perform its obligations under the Bonds.

7.3

Due authorisation
(a) The Issuer has full corporate power and capacity to issue the Bonds and to enter
into, perform its obligations under and deliver the Bond Finance Documents to
which it is a party and all approvals and authorisations required by the Issuer for or
in connection with the execution, issue, registration and offering of the Bonds and
compliance by the Issuer with the terms of, and performance of its obligations under, the Bonds Terms have been obtained and are in full force and effect
(b) Each Guarantor has full corporate power and capacity to enter into, perform its obligations under and deliver the Bond Finance Documents to which it is a party and
all approvals and authorisations required by each Guarantors for or in connection
with the execution and delivery of, and compliance with the terms of, and performance of its obligations under, the Bond Finance Documents have been obtained
and are in full force and effect.

7.4

Validity of Bond Terms and other Bonds Finance Documents
These Bond Terms constitute and, upon issue, due execution, issue and delivery (as applicable), the Bonds, the Intercreditor Agreement and the Security Documents will constitute, legal, valid and binding obligations of the Issuer and/or the Guarantors party to
them enforceable in accordance with their respective terms, subject to the Legal Reservations.

7.5

Compliance
(a) The execution and delivery of the Bond Finance Documents, the issue, offering and
distribution of the Bonds and the compliance with the terms of, and performance of
the obligations of the Issuer and the Guarantors under the Bonds and the Bond Finance Documents, will not infringe any law, regulation, order, rule, decree or statute applicable to the Issuer and the Guarantors or to which its or their property may
be subject and will not result in any breach of the terms of, or constitute a default
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under, any material instrument, agreement or order to which the Issuer or a Guarantor is a party or by which the Issuer’s or a Guarantor’s property is bound, in each
case, which might have or have had a Material Adverse Effect on the Issuer's and/or
a Guarantor’s possibilities of fulfilling its obligations under the Bonds.
(b) The repayment in part of the Existing Shareholder Loan with proceeds from the Initial Bond Issue contemplated in paragraph (c) of Clause 2.3.1 is not inconsistent
with general principles of Danish law.
7.6

Approvals
(i) All required consents, approvals, authorisations, orders, filings, registrations or qualifications of or with any court or governmental authority have been given, fulfilled or done
and (ii) no other action or thing (including, without limitation, the payment of any stamp
or other similar tax or duty) is required to be taken, fulfilled or done, by the Issuer and
the Guarantors for or in connection with:
(a) the execution, issue, offering and delivery of the Bonds and compliance by the Issuer and the Guarantors with the terms of the Bonds; and/or
(b) the execution and delivery of, and compliance with the terms of, and performance
of the obligations of the Issuer and the Guarantors under the Bond Finance Documents,
subject to the Legal Reservations.

7.7

Information
(a) All information which has been presented to the Bond Trustee, the Bondholders or
the Manager in relation to the Bonds is, to the best knowledge of the Issuer, having
taken all reasonable measures to ensure the same:
(i)

true and accurate in all material respects as at the date the relevant information is expressed to be given; and

(ii) does not omit any material information likely to affect the accuracy of the information as regards the evaluation of the Bonds in any material respects unless subsequently disclosed to the Bond Trustee in writing or otherwise made
publicly known.
(b) The opinions and intentions expressed in information which has been presented to
the Bond Trustee, the Bondholders or the Manager in relation to the Bonds is, to
the best knowledge of the Issuer, having taken all reasonable measures to ensure
the same were or, as the case may be, are honestly held, have been reached after
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considering all relevant circumstances and were or, as the case may be, are based
on reasonable assumptions.
7.8

Financial statements
(a) The audited consolidated financial statements of the Issuer and each Guarantor for
the financial years ended 31 December 2015 and 31 December 2016 (the “Audited
Accounts”) were prepared in accordance with GAAP, consistently applied, and requirements of law and they give a true and fair view of (A) the consolidated financial condition of the Issuer or the Guarantor (as applicable) as at the date to which
they were prepared (the “Relevant Date”) and (B) the consolidated results of operations of the Issuer or the relevant Guarantor (as applicable) for the financial period
ended on the Relevant Date.
(b) There has been no material adverse change or any development involving a prospective material adverse change in the consolidated condition (financial or otherwise), results of operations, prospects or business affairs of the Issuer since the date
of the last Audited Accounts.

7.9

Conduct of business
It and each of its Subsidiaries (i) has all material licences, permits, authorisations, consents and approvals, certificates, registrations and orders and has made all necessary
declarations and filings with all government agencies that are necessary to own or lease
its properties and conduct its businesses as presently conducted and (ii) is, in all material
respects, conducting its business and operations in compliance with all applicable laws,
regulations and guidelines.

7.10

Pari passu
(a) The Bonds will constitute direct, general, unconditional, unsubordinated and secured claims against the Issuer, which will at any time rank pari passu and have at
least the same rights as all other present and future unsecured claims against the
Issuer, save for (i) such obligations as may be preferred by provisions of law that are
both mandatory and of general application and (ii) the obligations owed to the Super Senior Creditors in accordance with the Intercreditor Agreement.
(b) Each Guarantee will constitute direct, general, unconditional, unsubordinated and
secured claims against the relevant Guarantor, which will at any time rank pari
passu and have at least the same rights as all other present and future unsecured
claims against such Guarantor, save for (i) such obligations as may be preferred by
provisions of law that are both mandatory and of general application and (ii) the obligations owed to the Super Senior Creditors in accordance with the Intercreditor
Agreement.
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7.11

No Event of Default
No event has occurred or circumstance has arisen that might constitute (after an issue of
the Bonds) an Event of Default or which with the giving of notice or lapse of time or
other condition might constitute such an event.

7.12

No breach
It is not in breach of the terms of, or in default under, any material instrument, agreement or order to which it is a party or by which it or its property is bound and no event
has occurred which with the giving of notice or lapse of time or other condition would
constitute a default under any such instrument, agreement or order which might have or
have had a material adverse effect on its possibilities of fulfilling its obligations under the
Bonds.

7.13

No material litigation
Neither it nor any of its Subsidiaries is engaged, and has not been engaged in the previous 12 months, in, nor has it knowledge of the existence of, or any threat of, any legal,
arbitration, administrative, governmental or other proceedings the result of which might
relate to claims or amounts which might be material in the context of the Bond Finance
Documents and/or the issue and offering of the Bonds or which might have or have had,
either alone or in the aggregate, a material adverse effect on its possibilities of fulfilling
its obligations under the Bonds.

7.14

No winding up
It and any of its Subsidiaries has not taken any action nor, to the best of its knowledge or
belief having made all reasonable enquiries, have any steps been taken or legal proceedings commenced for the winding up or dissolution of it or any of its Subsidiaries.

7.15

Anti-bribery, anti-corruption and Sanctions
(a) It and each of its Subsidiaries has conducted and is conducting its businesses in
compliance with applicable anti-corruption and anti-money laundering laws and
regulations and with applicable sanctions administered or enforced by the United
Nations, the United States, the European Union or any other applicable national
body.
(b) It is not owned or controlled by a person or entity that is subject of such sanctions,
and it and/or the Group has through its code of ethics established procedures designed to promote and achieve compliance with such laws, regulations and sanctions. Neither it nor any of its Subsidiaries, nor, to its best knowledge, any of its or
its Subsidiaries’ directors, officers, or employees, has taken or will take any action
that would constitute a breach of such laws, regulations or sanctions. No investigation, dispute or other action involving it and/or any of its Subsidiaries with respect
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to such laws, regulations or sanctions is pending or, to its best knowledge, threatened.
7.16

Taxation
(a) It and each of its Subsidiaries (other than the Restricted Subsidiaries) has complied
with all applicable tax laws, filed all required tax returns, and paid all taxes and duties assessed at the correct time.
(b) Neither it nor any of its Subsidiaries are involved in any material disputes or disagreements with relevant tax authorities on the assessment of any taxes or duties,
and it is not aware of any circumstance that is likely to lead to such disputes or disagreements.

7.17

No license
It is not necessary under the laws of the Kingdom of Denmark that any holder of Bonds
should be licensed, qualified or otherwise entitled to carry on business in the Kingdom of
Denmark (i) to enable any of them to exercise or enforce their respective rights under
the Bonds or (ii) solely by reason of the performance of the Bonds.

7.18

No withholding and no stamp or other duty
(a) All payments of principal, interest and other amounts in respect of the Bonds made
to holders of the Bonds will be made without withholding for or deduction of any
taxes or duties imposed or levied by or on behalf of the Kingdom of Denmark or any
political subdivision or any authority thereof or therein having the power to tax,
subject to any reservations set out in legal opinions delivered to the Bond Trustee
and/or the Manager.
(b) Subject to any reservations set out in legal opinions delivered to the Bond Trustee
and/or the Manager, no stamp or other duty or similar tax is assessable or payable
in, and no withholding or deduction for or on account of, any taxes, duties, assessments or governmental charges of whatever nature is required to be made by or
within, the Kingdom of Denmark, Poland or Ukraine or other sub-division of or authority therein or thereof having power to tax, in each case in connection with the
authorisation, execution or delivery of these Bond Terms or with the authorisation,
execution, registration, issue, delivery or transfer of the Bonds or the performance
or enforcement of the obligations of the Issuer and the Guarantors under these
Bond Terms and the Bonds.

7.19
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No immunity
Neither it, nor any of its Subsidiaries (other than any Restricted Subsidiary) and any of
their respective assets are entitled to immunity from suit, execution, attachment or
other legal process in any jurisdiction.

7.20

Transaction Security Documents
(a) Each Transaction Security Document creates, or when entered into, will create, subject the Legal Reservations, a legal, valid and effective security interest in the Transaction Security in favour of the Bond Trustee on behalf of the Bondholders.
(b) The relevant pledgor under each Transaction Security Document has full legal title
and ownership to the Transaction Security and the Transaction Security is free and
clear of any other security interests or claim, and all necessary or required filing or
action has been or will be duly taken before or on the date of disbursement of the
proceeds of the Bonds for perfecting the security interest in the Transaction Security and are or will be in full force and effect thereafter, so that the Transaction Security constitutes or will constitute during the term of the Bonds and the relevant
Transaction Security Document a valid and perfected security interest, subject to
the Legal Reservations.

8
8.1

Payments in respect of the Bonds
Covenant to pay
(a) The Issuer will unconditionally make available to or to the order of the Bond Trustee
and/or the Paying Agent all amounts due on each Payment Date pursuant to the
terms of these Bond Terms at such times and to such accounts as specified by the
Bond Trustee and/or the Paying Agent in advance of each Payment Date or when
other payments are due and payable pursuant to these Bond Terms.
(b) All payments to the Bondholders in relation to the Bonds shall be made to each
Bondholder registered as such in the Securities Depository at the Relevant Record
Date, by, if no specific order is made by the Bond Trustee, crediting the relevant
amount to the bank account nominated by such Bondholder in connection with its
securities account in the Securities Depository.
(c)

Payment constituting good discharge of the Issuer’s payment obligations to the
Bondholders under these Bond Terms will be deemed to have been made to each
Bondholder once the amount has been credited to the bank holding the bank account nominated by the Bondholder in connection with its securities account in the
Securities Depository. If the paying bank and the receiving bank are the same, payment shall be deemed to have been made once the amount has been credited to
the bank account nominated by the Bondholder in question.

(d) If a Payment Date or a date for other payments to the Bondholders pursuant to the
Bond Finance Documents falls on a day on which either of the relevant Securities
Depository settlement system or the relevant currency settlement system for the
Bonds are not open, the payment shall be made on the first following possible day
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on which both of the said systems are open, unless any provision to the contrary
have been set out for such payment in the relevant Bond Finance Document.
8.2

Default interest
(a) Default interest will accrue on any Overdue Amount from and including the Payment Date on which it was first due to and excluding the date on which the payment is made at the Interest Rate plus an additional two per cent. per annum.
(b) Default interest accrued on any Overdue Amount pursuant to this Clause 8.2 will be
added to the Overdue Amount on each Interest Payment Date until the Overdue
Amount and default interest accrued thereon have been repaid in full.

8.3

Partial Payments
(a) If the Paying Agent or the Bond Trustee receives a payment that is insufficient to
discharge all amounts then due and payable under the Finance Documents (a “Partial Payment”), such Partial Payment shall, in respect of the Issuer’s debt under the
Bond Finance Documents be considered made for discharge of the debt of the Issuer in the following order of priority:
(i)

firstly, towards any outstanding fees, liabilities and expenses of the Bond Trustee (and any Security Agent);

(ii) secondly, towards accrued interest due but unpaid; and
(iii) thirdly, towards any principal amount due but unpaid.
(b) Notwithstanding paragraph (a) above, any Partial Payment which is distributed to
the Bondholders shall, subject to paragraph (c) below, be applied pro rata pursuant
to the procedures of the Securities Depository towards payment of any accrued interest due but unpaid and of any principal amount due but unpaid.
(c)

8.4

A Bondholders' Meeting can only resolve that any overdue payment of any instalment will be reduced if there is a pro rata reduction of the principal that has not
fallen due, however, the meeting may resolve that accrued interest (whether overdue or not) shall be reduced without a corresponding reduction of principal.

Taxation
(a) Subject to paragraph (c) below, each Obligor is responsible for withholding any
withholding tax imposed by applicable law on any payments to be made by it in relation to the Bond Finance Documents.
(b) The Obligors shall, if any tax is withheld in respect of the Bonds under the Bond Finance Documents:
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(i)

gross up the amount of the payment due from the it up to such amount which
is necessary to ensure that the Bondholders or the Bond Trustee, as the case
may be, receive a net amount which is (after making the required withholding)
equal to the payment which would have been received if no withholding had
been required; and

(ii) at the request of the Bond Trustee, deliver to the Bond Trustee evidence that
the required tax deduction or withholding has been made.
(c)

Gross up of payments from the Obligors shall not apply, if withholding tax is applicable by reason of payment to a non-Danish tax resident company Bondholder or
Bond Trustee being deemed affiliated with the Obligor within the meaning of section 3 B of the Danish Tax Control Act.

(d) Any public fees levied on the trade of Bonds in the secondary market shall be paid
by the Bondholders, unless otherwise provided by law or regulation, and the Issuer
shall not be responsible for reimbursing any such fees.
8.5

Currency
All amounts payable under the Bond Finance Documents shall be payable in the denomination of the Bonds set out in Clause 2.1 (Amount, denomination and ISIN of the Bonds).
If, however, the denomination differs from the currency of the bank account connected
to the Bondholder’s account in the Securities Depository, any cash settlement may be
exchanged and credited to this bank account.

8.6

Set-off and counterclaims
No Obligor may apply or perform any counterclaims or set-off against any payment obligations pursuant to these Bond Terms or any other Bond Finance Document.

9
9.1

Interest
Calculation of interest
(a) Each Outstanding Bond will accrue interest at the Interest Rate on the Nominal
Amount for each Interest Period, commencing on and including the first date of the
Interest Period, and ending on but excluding the last date of the Interest Period.
(b) Interest will accrue on the Nominal Amount of any Additional Bond for each Interest
Period starting with the Interest Period commencing on the Interest Payment Date
immediately prior to the issuance of the Additional Bonds (or, if the date of the issuance is not an Interest Payment Date and there is no Interest Payment Date prior to
such date of issuance, starting with the Interest Period commencing on the Issue
Date).
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(c)

Interest shall be calculated on the basis of the actual number of days in the Interest
Period in respect of which payment is being made divided by 360 (actual/360-days
basis). The Interest Rate will be reset at each Interest Quotation Day by the Bond
Trustee, who will notify the Issuer and the Paying Agent and, if the Bonds are listed,
the Exchange, of the new Interest Rate and the actual number of calendar days for
the next Interest Period.

(d) Any interpolation of the interest rate will be quoted with the number of decimals
corresponding to the quoted number of decimals of the Reference Rate.
9.2

Payment of Interest
Interest shall fall due on each Interest Payment Date for the corresponding preceding Interest Period and, with respect to accrued interest on the principal amount then due and
payable, on each Repayment Date.

10
10.1

Redemption and repurchase of the Bonds
Redemption of Bonds
The Outstanding Bonds will mature in full on the Maturity Date and shall be redeemed by
the Issuer on the Maturity Date at a price equal to 100 per cent. of the Nominal Amount.

10.2

Voluntary early redemption - Call Option
(a) The Issuer may redeem all or part (however in a minimum amount equal to 10 per
cent. of the Outstanding Bonds if in part) of the Outstanding Bonds (the “Call Option”) on any Business Day from and including:
(i)

the Issue Date to, but not including, the First Call Date at a price equal to the
Make Whole Amount;

(ii) the First Call Date to, but not including, the Interest Payment Date falling 36
months after the Issue Date at a price equal to 102.25 per cent. of the Nominal
Amount redeemed;
(iii) the Interest Payment Date falling 36 months after the Issue Date to, but not
including, the Interest Payment Date falling 42 months after the Issue Date at a
price equal to 101.125 per cent. of the Nominal Amount for each redeemed
Bond; and
(iv) the Interest Payment Date falling 42 months after the Issue Date to the Maturity Date at a price equal to 100 per cent. of the Nominal Amount redeemed,
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in each case plus accrued but unpaid interest, provided in the case of any
redemption in part that Bonds corresponding to at least 60 per cent. of the Initial
Bond Issue remain outstanding after such redemption.
(b) Any redemption of Bonds pursuant to paragraph (a) above shall be determined
based upon the redemption prices applicable on the Call Option Repayment Date.
(c)

The Call Option may be exercised by the Issuer by written notice to the Bond Trustee and the Bondholders at least ten, but not more than 20, Business Days prior to
the proposed Call Option Repayment Date. Such notice sent by the Issuer is irrevocable and shall specify the Call Option Repayment Date. Unless the Make Whole
Amount is set out in the written notice where the Issuer exercises the Call Option,
the Issuer shall publish the Make Whole Amount to the Bondholders as soon as possible and at the latest within three Business Days from the date of the notice.

(d) Any Call Option exercised in part will be used for pro rata payment to the Bondholders in accordance with the applicable regulations of the Securities Depository.
10.3

Equity claw back
The Issuer may at one occasion, in connection with an Equity Listing Event, repay up to
35 per cent. of the Total Issue Amount (provided that Bonds corresponding to at least 60
per cent. of the Initial Bond Issue remains outstanding after such repayment), in which
case the relevant amount shall be repaid pro rata as provided for below. The repayment
must occur on an Interest Payment Date within 180 calendar days after such Equity Listing Event and be made with funds in an aggregate amount not exceeding the cash proceeds received by the Issuer as a result of such Equity Listing Event (net of fees, charges
and commissions actually incurred in connection with such offering and net of taxes paid
or payable as a result of such offering). The repayment per Bond shall be at a price equal
to 102.25 per cent. of the Nominal Amount together with accrued but unpaid interest.
The Issuer may also choose to exercise the Call Option in the event of an Equity Listing
Event.

10.4

Mandatory repurchase due to a Put Option Event
(a) Upon the occurrence of a Put Option Event, each Bondholder will have the right
(the “Put Option”) to require that the Issuer purchases all, but not only some, of the
Bonds held by that Bondholder at a price equal to 101 per cent. of the Nominal
Amount.
(b) The Put Option must be exercised within 60 calendar days after the Issuer has given
notice to the Bond Trustee and the Bondholders that a Put Option Event has oc-
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curred pursuant to Clause 13.1.3 (Put Option Event). Once notified, the Bondholders’ right to exercise the Put Option will not fall away due to subsequent events related to the Issuer.
(c)

Each Bondholder may exercise its Put Option by written notice to its account manager for the Securities Depository, who will notify the Paying Agent of the exercise
of the Put Option. The Put Option Repayment Date will be the fifth Business Day after the end of the 60 calendar days exercise period referred to in paragraph (b)
above.

(d) If Bonds representing more than 90 per cent of the Outstanding Bonds have been
repurchased pursuant to this Clause 10.4, the Issuer is entitled to repurchase all the
remaining Outstanding Bonds at the price stated in paragraph (a) above by notifying
the remaining Bondholders of its intention to do so no later than 20 calendar days
after the Put Option Repayment Date. Such prepayment may occur at the earliest
on the 15th calendar day following the date of such notice.
10.5

Early redemption option due to a tax event
If the Issuer is or will be required to gross up any withheld tax imposed by law from any
payment in respect of the Bonds under the Bond Finance Documents pursuant to Clause
8.4 (Taxation) as a result of a change in applicable law implemented after the date of
these Bond Terms, the Issuer will have the right to redeem all, but not only some, of the
Outstanding Bonds at a price equal to 100 per cent. of the Nominal Amount. The Issuer
shall give written notice of such redemption to the Bond Trustee and the Bondholders at
least 20 Business Days prior to the Tax Event Repayment Date, provided that no such notice shall be given earlier than 60 days prior to the earliest date on which the Issuer
would be obliged to withhold such tax were a payment in respect of the Bonds then due.

10.6

Mandatory early redemption at the Longstop Date
In the event that the conditions precedent set out in Clause 6.1 (Conditions precedent for
disbursement to the Issuer) have not been fulfilled within the Longstop Date, the Issuer
shall immediately redeem the Bonds at a price of 101 per cent. of the Nominal Amount
plus accrued interest, by inter alia applying the funds deposited on the Escrow Account
for such redemption.

11
11.1

Purchase and transfer of the Bonds
Issuer's purchase of Bonds
The Issuer may purchase and hold Bonds and such Bonds may be retained, sold or cancelled in the Issuer's sole discretion,(including with respect to Bonds purchased pursuant
to Clause 10.4 (Mandatory repurchase due to a Put Option Event).
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11.2

Restrictions
(a) Certain purchase or selling restrictions may apply to Bondholders under applicable
local laws and regulations from time to time. Neither the Issuer nor the Bond Trustee shall be responsible to ensure compliance with such laws and regulations and
each Bondholder is responsible for ensuring compliance with the relevant laws and
regulations at its own cost and expense.
(b) A Bondholder who has purchased Bonds in breach of applicable restrictions may,
notwithstanding such breach, benefit from the rights attached to the Bonds pursuant to these Bond Terms (including, but not limited to, voting rights), provided that
the Issuer shall not incur any additional liability by complying with its obligations to
such Bondholder.

12
12.1

Guarantee and indemnity
Guarantee
Each Guarantor unconditionally and irrevocably guarantees, as primary obligor (in Danish: selvskyldner) and not only as surety, to the Bondholders and the Bond Trustee until
the date on which all liabilities of the Issuer in respect of the Bonds have been finally and
irrevocably paid in full and the Issuer’s other obligations under the Bond Finance Documents are satisfied in full and no more Bonds remain outstanding:
(a) The due and punctual performance and discharge by each Obligor of all of its obligations and liabilities under or in connection with the Bond Finance Documents;
(b) the due and punctual payment by each Obligor of any and all sums which are now
or at any time hereafter will be payable by the Obligors under or in connection with
the Bond Finance Documents (including, without limitation, principal, interest, default interest, commission, legal fees and other fees, additional costs, taxes, indemnities and costs); and
(c)

12.2
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to indemnify the Bond Trustee and the Bondholders against any cost or loss suffered, incurred or paid by the Bond Trustee and the Bondholders, in the event that
any obligation or liability of the Obligors is or becomes unenforceable, invalid or illegal.

Payment upon first demand
All amounts payable by the Guarantors pursuant to this Clause 12 shall be paid by each
Guarantor to the Bond Trustee for the account of the Bond Trustee and/or Bondholders
no later than three Business Days after the Bond Trustee's first written demand.

12.3

No limitation on number of demands
Demands under this Guarantee may be made by the Bond Trustee at any time, and there
shall be no limitation on the number of demands which can be made hereunder.

12.4

No discharge
The Guarantee shall be effective as of the date of these Bond Terms and shall be in effect
until the date on which all liabilities of the Issuer in respect of the Bonds have been finally and irrevocably paid in full and the Issuer’s other obligations under the Bond Finance Documents are satisfied in full and no more Bonds remain outstanding and shall
not be discharged or affected by:
(a) any total or partial unenforceability or illegality of any of the Bond Finance Documents or any of the Obligors' obligations thereunder;
(b) any time, waiver or consent granted by to any Obligor or any other Person;
(c)

any amendment, modification, replacement, supplement, variation, compromise,
extension or renewal of any Bond Finance Document (including, without limitation,
in connection with any Tap Issue or in respect of any other obligations of an Obligor
or any other Person under these Bond Terms);

(d) any failure, refusal or neglect to perfect or enforce or any release, indulgence or
other relief granted under any Bond Finance Document or any rights against or any
Security over, any assets of any Obligor or any other person, or any failure to realize
the full value of any Security;
(e) any transfer, assignment, assuming or novation of rights or obligations under the
Bond Finance Documents by the Bond Trustee, any Obligor or any other Person;
(f)

any incapacity or lack of power, authority or legal personality of or dissolution or
change in the status or ownership of the Bond Trustee, any Obligor or any other
Person;

(g) any unenforceability, illegality or invalidity of any obligations of any of the Obligors
or any other Person under the Bond Finance Documents or any other document or
Security;
(h) any corporate reorganization, reconstruction, almagation, dissolution, merger, acquisition or any other alteration in the corporate existence or structure of the Bond
Trustee, any Obligor or any other Person;
(i)
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any insolvency or similar proceedings concerning any Obligor or any other Person;
or

(j)

any other act or omission of any kind by the Bond Trustee, any Obligor or any other
Person or any other circumstances whatsoever which might (but for this provision)
constitute a discharge of any Guarantor, it being agreed by such Guarantor that the
Guarantee shall be absolute and unconditional in any and all circumstances.

12.5

Immediate recourse
The Bond Trustee shall when making a demand for payment under the Guarantee state
the cause of the demand but the Guarantors shall not be entitled to refuse payment by
reason of an Obligor or itself disputing such cause. Each Guarantor irrevocably waives
any right it may have of first requiring the Bond Trustee to take any action against the
Issuer or any other Person or with respect to any Security before claiming from a Guarantor.

12.6

Payments from an Obligor's bankruptcy estate
In case of an Obligor's bankruptcy, the Bond Trustee shall for the account of itself and
the Bondholders be entitled to claim for and receive all payments by way of dividends or
otherwise due from the bankruptcy estate to a Guarantor until all liabilities of the Issuer
in respect of the Bonds have been finally and irrevocably paid in full and the Issuer’s
other obligations under the Bond Finance Documents are satisfied in full.

12.7

Deferral of Guarantor's rights
Until all liabilities of the Issuer in respect of the Bonds have been finally and irrevocably
paid in full and the Issuer’s other obligations under the Bond Finance Documents are satisfied in full and at any time thereafter for as long as the Bond Trustee may demand,
each Guarantor shall refrain from exercising any rights which it may have by reason of
performance by it of its obligations under the Bond Finance Documents or by reason of
any amount being payable or liability arising under this Guarantee (i) to be indemnified
by an Obligor or any other member of the Group, (ii) to take the benefit (in whole or in
part and whether by way of subrogation or otherwise) of any rights of the Bond Trustee
and the Bondholders under the Bond Finance Documents or any other guarantee or security granted to the Bond Trustee and the Bondholders, (iii) to bring legal or other proceedings against any other Obligor or its bankruptcy estate, (iv) to exercise any right of
set-off against any other Obligor, and/or (v) to obtain any security or guarantee from any
member of the Group.

12.8

Reinstatement
If any payment by an Obligor or any discharge or release given by the Bond Trustee (on
behalf of itself and the Bondholders) (whether in respect of the obligations of any Obligor or any Security for those obligations or otherwise) is avoided or reduced as a result of
insolvency or any similar event:
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(a) The Guarantee shall be reinstated, and the liabilities and obligations of the Obligors
shall continue as if the payment or discharge or release had not occurred; and
(b) the Bond Trustee and the Bondholders shall be entitled to recover the value or
amount of that Security or payment from each of the Obligors, as if the payment or
discharge or release had not occurred.
12.9

Continuing Guarantee
The Guarantee shall continue in effect until all sums whatsoever payable to the Bond
Trustee and the Bondholders in respect of the Bonds and all other amounts payable by
the Obligors under the Bond Finance Documents have been irrevocably paid in full, notwithstanding any intermediate payment, partial settlement or other matter.

12.10

Additional Security
The Guarantee is in addition to and is not in any way prejudiced by any other guarantee
or Security now or subsequently held by the Bond Trustee and the Bondholders.

12.11

Guarantee limitations for Guarantors incorporated in Denmark
(a) The obligations and liabilities under this Clause 12 of any Guarantor incorporated in
Denmark (a “Danish Guarantor”) shall be limited to an amount equivalent to the
higher of:
(i)

the Equity of such Danish Guarantor at the time(s) the Danish Guarantor is requested to make a payment (or security provided by it is enforced) under any
Bond Finance Document; and

(ii) the Equity of such Danish Guarantor at the date of these Bond Terms (calculated pro forma as if the transactions contemplated by paragraph (b) of Clause
2.3.1 had been completed) or, if later, the date upon which it accedes to these
Bond Terms as an Additional Guarantor,
provided that the limitations in this paragraph (a) shall only apply to obligations and
liabilities under this Clause 12 of such Danish Guarantor which exceed the sum of
any Proceeds Loans and/or Structural Intra-Group Loans received by such Danish
Guarantor or its Subsidiaries.
(b) For the purposes of paragraph (a) above, “Equity” shall mean the equity (in Danish:
egenkapital) of such Danish Guarantor calculated in accordance with applicable
generally accepted accounting principles at the relevant time, however, adjusted
upwards if and to the extent any market value of an asset is higher than its book
value.
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12.12

Guarantee limitations for Guarantors incorporated in Poland
(a) The obligations and liabilities under this Clause 12 of any Guarantor incorporated in
Poland shall be limited to the extent required so that such obligations and liabilities
shall not result in (i) reduction of the assets required for the coverage of the total
nominal capital as defined in, or a repayment of capital as prohibited under, respectively, article 189 and/or by article 344, 345, and 350 of the Polish Commercial Companies Code; and (ii) insolvency as defined by article 11.2 of the Polish Bankruptcy
Law.
(b) The limitation set out in paragraph (a) above shall not apply if one or more of the
following circumstances occurs:
(i)

following the occurrence of an Event of Default, a Default Notice is delivered to
the Issuer, irrespective of whether a Default Notice was delivered before or after the Polish Guarantor became insolvent within the meaning of article 11.2
of the Polish Bankruptcy Law;

(ii) the liabilities of any Guarantor incorporated in Poland (other than those under
the Bond Finance Documents) result in it becoming insolvent within the meaning of article 11.2 of the Polish Insolvency Law; or
(iii) Polish law is amended in such a manner that balance sheet insolvency
(niewypłacalność) as provided for in Article 11.2 of the Polish Bankruptcy Law
no longer gives grounds for bankruptcy or no longer obliges the Polish entity to
file for bankruptcy.
12.13

Specific agreement for Guarantors incorporated in Ukraine
(a) For the purposes of Ukrainian law, the obligations and liabilities under this Clause
12 of any Guarantor incorporated in Ukraine shall be interpreted as a suretyship.
(b) Danosha shall execute a Ukrainian Guarantor Suretyship Agreement in form and
substance satisfactory to the Bond Trustee within the time agreed in paragraph (b)
of Clause 6.1 (Conditions precedent for disbursement to the Issuer).
(c)
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Any Additional Guarantor incorporated in Ukraine shall no later than at the time it is
obliged to accede to these Bond Terms as an Additional Guarantor execute a
Ukrainian Guarantor Suretyship Agreement in form and substance satisfactory to
the Bond Trustee.

13
13.1
13.1.1

Information undertakings
Information from the Issuer
Financial Reports
(a) The Issuer shall prepare Annual Financial Statements in the English language and
make them available on its website (alternatively on another relevant information
platform) as soon as they become available, and not later than 120 days after the
end of the financial year.
(b) The Issuer shall prepare Interim Accounts in the English language and make them
available on its website (alternatively on another relevant information platform) as
soon as they become available, and not later than 60 days after the end of the relevant interim period.

13.1.2

Requirements as to Financial Reports
(a) The Issuer shall procure that the Financial Reports delivered pursuant to Clause
13.1.1 (Financial Reports) are prepared using GAAP.
(b) The Annual Financial Statements shall include a profit and loss account, balance
sheet and cash flow statement prepared for the Group.
(c)

The Interim Accounts shall include key financial metrics, including EBITDA and Net
Interest Bearing Debt, for the Group.

13.1.3

Put Option Event
The Issuer shall promptly notify the Bond Trustee in writing when the Issuer is or becomes aware that a Put Option Event is contemplated to occur and when a Put Option
Event has occurred inform the Bond Trustee in writing as soon as possible after becoming aware that a Put Option Event has occurred, and, in each case, provide the Bond
Trustee with such further information as the Bond Trustee may reasonably request following receipt of such notice.

13.1.4

Information: miscellaneous
The Issuer shall:
(a) promptly inform the Bond Trustee in writing of any Event of Default or any event or
circumstance which the Issuer understands or could reasonably be expected to understand is likely to lead to an Event of Default, and in each case provide the Bond
Trustee with such further information as the Bond Trustee may reasonably request
following receipt of such notice;
(b) at the request of the Bond Trustee, report the balance of the Issuer’s Bonds (to the
best of its knowledge, having made due and appropriate enquiries);
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(c)

send the Bond Trustee copies of any statutory notifications of the Issuer, including
but not limited to in connection with mergers, de-mergers and reduction of the Issuer’s share capital or equity;

(d) if the Bonds are listed on an Exchange, send a copy to the Bond Trustee of its notices to the Exchange;
(e) if the Issuer and/or the Bonds are rated, inform the Bond Trustee of its and/or the
rating of the Bonds, and any changes to such rating;
(f)

inform the Bond Trustee of changes in the registration of the Bonds in the Securities
Depository;

(g) upon the occurrence of an Incurrence Test Event, issue a Compliance Certificate to
the Bond Trustee. The Compliance Certificate shall be duly signed by the chief executive officer or the chief financial officer of the Issuer and setting out (in reasonable
detail) calculations and figures in respect of the ratio of Net interest Bearing Debt to
EBITDA and evidencing compliance with the Incurrence Test as at such date;
(h) notify the Bond Trustee of any transaction (i) falling within paragraph (a)(i) of the
general undertaking in Clause 14.7 (Mergers and de-mergers) and (ii) falling within
paragraph (b) of the general undertaking in Clause 14.7 (Mergers and de-mergers);

13.2
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(i)

prior to any mortgages being released from Transaction Security as a result of the
real estate (or the Group Company owning the real estate) being sold (or demerged
and sold) by the Group in accordance with Clause 14.16 (Disposals), the Issuer shall
procure that the value of the real estate comprised by the remaining mortgages are
valued by independent and reputable appraisers and notify the Bond Trustee of
whether the Mortgage Threshold will be met following the contemplated release of
the mortgage from Transaction Security (the “Mortgage Valuation Notice”) and

(j)

within a reasonable time, provide such information about the Issuer’s and the
Group’s business, assets and financial condition as the Bond Trustee may reasonably request, subject to applicable securities trading rules and regulations.

Information from the Bond Trustee
The Bond Trustee is entitled to disclose to the Bondholders any event or circumstance
directly or indirectly relating to the Issuer or the Bonds. The Bond Trustee shall notify the
Bondholders of an Event of Default within 10 Business Days of the date on which the
Bond Trustee received actual knowledge that an Event of Default has occurred and is
continuing. Notwithstanding the foregoing: (i) the Bond Trustee will be entitled to take

the time necessary to consider whether an occurred event constitutes an Event of Default and the time period referred to in the preceding sentence shall only commence
when the Bond Trustee has determined that an Event of Default has occurred and is continuing; and (ii) the Bond Trustee may delay disclosure or refrain from disclosing information to the Bondholders if it considers it to be beneficial to the interests of the Bondholders to do so.
13.3

Publication of Bond Finance Documents
(a) The Issuer shall keep the latest version of the Bond Terms available on its website.
(b) The latest version of the Bond Terms, the Transaction Security Documents and the
Intercreditor Agreement shall be available to the Bondholders at the office of the
Bond Trustee for inspection during normal business hours.

14

General undertakings
The Issuer, and where applicable, each Guarantor undertakes to (and the Issuer shall,
where applicable, procure that the other Group Companies and/or the Restricted Subsidiaries will) comply with the set forth in this Clause 14.

14.1

Authorisations
Each Obligor shall (and the Issuer shall procure that each other Group Company will) obtain, maintain and comply with the terms of any authorisation, approval, license and consent required for the conduct of its business as carried out at the date of the Bond Terms
if a failure to do so would have Material Adverse Effect.

14.2

Compliance with laws
Each Obligor shall (and the Issuer shall procure that each Group Company and Restricted
Subsidiary will) comply with all laws and regulations to which it may be subject from time
to time, if failure so to comply would have a Material Adverse Effect.

14.3

Continuation of business
The Issuer shall procure that no substantial change is made to the general nature of the
business of the Group from that carried on by the Group at the Issue Date.

14.4

Corporate status
The Issuer shall not change its type of organisation or jurisdiction of incorporation.

14.5

Distributions
(a) Except as permitted under paragraph (b) below, no Obligor shall (and the Issuer
shall procure that no Group Company or Restricted Subsidiary will) (i) pay any
dividend on its shares (other than to another Group Company (in the case of
dividends from a Group Company) or Group Company or Restricted Subsidiary (in
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the case of dividends from a Restricted Subsidiary), (ii) repurchase any of its own
shares, (iii) redeem its share capital or other restricted equity with repayment to
direct or indirect shareholders of the Issuer, (iv) repay or pay interest under any
shareholder loans granted to the Issuer, including but not limited to payments on
the Existing Shareholder Loan ((i)–(iv) above are together and individually referred
to as a “Restricted Payment”).
(b) Paragraph (a) above shall not prohibit any Restricted Payments:
(i)

in 2017 by the Issuer as contemplated in paragraph (c) and paragraph (d) of
Clause 2.3.1;

(ii) by the Issuer to discharge its obligations in the case that IFC exercises its put
option in respect of shares in the Issuer pursuant to the IFC Shareholders
Agreement;
(iii) by the Issuer to discharge its obligations in the case that IFU exercises its put
option in respect of shares in Danosha pursuant to the IFU Shareholders Agreement;
(iv) by the Issuer under the Existing Shareholder Loan of up to DKK 20,000,000 per
year from 2018 and onwards (provided the Issuer delivers to the Bond Trustee
a certificate confirming (i) that no Event of Default is continuing or would result from such payment and (ii) the payment is permitted pursuant to the
terms of the Existing Shareholder Loan and is not inconsistent with general
principles of Danish law; or
(v) if (A) no Event of Default is continuing or would result from such Restricted
Payment and (B) the Incurrence Test is met (calculated as if such Restricted
Payment had been made).
14.6

Insurances
Each Obligor shall (and the Issuer shall procure that all other Group Companies will)
maintain insurances on and in relation to its business and assets against those risks and
to the extent as is usual for companies carrying on the same or substantially similar
business.

14.7

Mergers and de-mergers
(a) Mergers: No Obligor shall (and the Issuer shall ensure that no Material Group Company will) carry out any merger or other business combination or corporate reorganization involving consolidating the assets and obligations of the Issuer or any
such Material Group Company (i) with any other company or entity not being a
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member of the Group if such transaction would have a Material Adverse Effect and
(ii) with any other company or entity being a Restricted Subsidiary.
(b) De-mergers: No Obligor shall (and the Issuer shall ensure that no Material Group
Company will) carry out any de-merger or other corporate reorganization involving
splitting the Issuer or any such Material Group Company into two or more separate
companies or entities, if such transaction would have a Material Adverse Effect.
14.8

Acquisitions
(a) No Obligor shall (and the Issuer shall ensure that no Group Company will) acquire
any company, shares, securities, business or undertaking (or any interest in any of
them), unless the transaction is carried out at fair market value and provided that it
does not have a Material Adverse Effect.
(b) No Obligor shall (and the Issuer shall ensure that no Group Company will) acquire
any company, shares, securities, business or undertaking (or any interest in any of
them), unless
(i)

if it is a company or shares or securities, the relevant entity is incorporated in a
country within the European Union or in Ukraine (“Permitted Jurisdiction”)
and the activities of such company, business or undertaking are carried out in a
Permitted Jurisdiction; or

(ii) if such acquisition is not permitted under paragraph (i) above, the Incurrence
Test is met (tested pro forma as if such acquisition had been made) and the
relevant company, business or undertaking is designated by the Issuer as a Restricted Subsidiary.
14.9

Financial Indebtedness
(a) Except as permitted under paragraph (b) below, no Obligor shall (and the Issuer
shall procure that no Group Company will) incur any additional Financial Indebtedness or maintain or prolong any existing Financial Indebtedness.
(b) Paragraph (a) above shall not prohibit any Group Company to incur, maintain or
prolong any Permitted Financial Indebtedness.

14.10

52

Negative pledge
(a) Except as permitted under paragraph (b) below, no Obligor shall (and the Issuer
shall procure that no Group Company will), create or allow to subsist, retain, provide, prolong or renew any Security over any of its/their assets (whether present or
future).

(b) Paragraph (a) above does not apply to any Permitted Security.
14.11

Factoring and supply chain financing
(a) Except as permitted under paragraph (b) below, no Obligor shall (and the Issuer
shall procure that no Group Company will), assign or sell trade receivables originated by a member of the Group by way of factoring, supply chain financing or similar arrangements, irrespective of whether or not such assignment or sale of receivables is on recourse or non-recourse terms.
(b) Paragraph (a) above does not apply to factoring, supply chain financing or similar
arrangements, provided that such arrangement is entered into on market terms and
that the aggregate value of receivables assigned and not settled at no time exceeds
DKK 80,000,000.

14.12

Redeemable shares, etc.
No Obligor shall (and the Issuer shall procure that no Group Company will), raise any
amount by the issue of redeemable shares which are redeemable (other than at the option of the Issuer) before the Maturity Date or are otherwise classified as borrowings under GAAP or grant any put option in respect of any shares of a Group Company which
may be exercised (other than by the Issuer) before the Maturity Date.

14.13

Loans and guarantees
(a) Except as permitted under paragraph (b) below, no Obligor shall (and the Issuer
shall procure that no Group Company will) be a creditor in respect of any Financial
Indebtedness or incur or allow to remain outstanding any guarantee in respect of
any obligation of any person not being a Group Company.
(b) Paragraph (a) above does not apply to:
(i)

any Permitted Loan or Permitted Guarantee; and

(ii) any Financial Support to a Restricted Subsidiary which is permitted under the
general undertaking in Clause 14.14 (Financial Support to Restricted Subsidiaries).
14.14

Financial Support to Restricted Subsidiaries
(a) Except as permitted under paragraph (b) of below, no Obligor shall (and the Issuer
shall procure that no Group Company will) provide any Financial Support to any Restricted Subsidiary.
(b) Paragraph (a) above does not apply to:
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(i)

Proceeds Loans granted by the Issuer in 2017 to the Restricted Subsidiaries in a
maximum amount of EUR 20,000,000 as contemplated in paragraph (b) of
Clause 2.3.1; and

(ii) any subscription for shares in, grant of loans to or otherwise contribute contribution of cash or assets to a Restricted Subsidiary by a Group Company if the
Incurrence Test is met (tested pro forma as if such contribution had been
made).
14.15

Share issues
No Obligor shall (and the Issuer shall procure that no Group Company will) issue any
shares, except (i) by the Issuer or (ii) by a Group Company to another Group Company or,
(iii) to any existing minority shareholders pro rata to their existing ownership.

14.16

Disposals
(a) No Obligor shall (and the Issuer shall procure that no Group Company will) sell or
otherwise dispose of:
(i)

shares in any of the Original Guarantors or all or substantially all of the assets
or operations in the Issuer or any of the Original Guarantors to any Person not
being the Issuer or any of its wholly-owned Subsidiaries (other than any of the
Restricted Subsidiaries); or

(ii) shares in or other assets or operations in any Material Group Company, outside the ordinary course of business, to any Person not being the Issuer or any
of its wholly-owned Subsidiaries (a “Restricted Disposal”), unless any such Restricted Disposal is carried out at fair market value and would not have a Material Adverse Effect; or
(iii) other assets or operations in any Group Company, outside the ordinary course
of business, to any Person not being the Issuer or any Group Company (other
than any of the Restricted Subsidiaries) if such disposal is carried out at fair
market value and would not have a Material Adverse Effect.
(b) The net cash proceeds from a Restricted Disposal shall be applied:
(i)

to finance (in whole or in part) the acquisition of any replacement assets, over
which new Security shall be granted (to the extent that the original assets were
covered by the Transaction Security); or

(ii) at the Issuer's sole discretion at any time following the relevant disposal, and
in any event, if such proceeds are not applied as set out in paragraph (i) within
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12 months after receipt by the relevant Group Company (i) to redeem Bonds at
a price equal to 100 per cent. of par value (plus accrued and unpaid interest on
redeemed Bonds) and/or (ii) as additional working capital for the Group or for
any other purpose subject to the restrictions set out herein (including the restrictions on distributions set out in Clause 14.5 (Distributions).
14.17

Related party transactions
Each Obligor shall (and the Issuer shall procure that each Group Company will), conduct
all business transactions with the direct or indirect shareholders of the Group Companies
(other than the Group Companies), and/or any Affiliates (other than the Group Companies) of such direct and indirect shareholders at market terms and otherwise on an arm’s
length basis.

14.18

Designation of Material Group Companies
(a) The Issuer shall nominate as Material Group Companies such Group Companies as
are necessary to ensure that the Issuer and the Material Group Companies in aggregate account for at least 80 per cent. of the Group’s gross assets, revenues and/or
EBITDA.
(b) The Issuer shall ensure that a Group Company whose gross assets, revenues or
EBITDA constitutes more than 10 per cent. of the Group's gross assets, revenues
and/or EBITDA on a consolidated basis shall be nominated as a Material Group
Company.
(c)

14.19
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The Issuer shall once every year (simultaneously with the delivery to the Bond Trustee of the Annual Financial Statements, the first time for the Annual Financial Statements for 2017) (in addition to the Original Guarantors) identify and nominate the
Group Companies which qualify as Material Group Companies, and ensure that each
such Material Group Companies no later than 60 days after its nomination provide
Security (in respect of the same type of assets as paragraphs (b) - (d) of Clause
2.5.1) and Guarantees (by acceding to these Bond Terms as an Additional Guarantor) and accede to the Intercreditor Agreement.

Maintenance of Mortgage Threshold
If a Mortgage Valuation Notice shows that the Mortgage Threshold will not be met following the contemplated release of a mortgage from Transaction Security, the Issuer
shall procure that the Group grants Transaction Security over other real estate in order
to ensure that the Mortgage Threshold is met (based on a valuation of the real estate
over which new Transaction Security is granted prepared and issued by an independent
and reputable appraiser), such other Transaction Security to be granted no later than
simultaneously with the release of the mortgage over the real estate being disposed of.

14.20

Subsidiary distributions
No Obligor shall (and the Issuer shall procure that no other Group Company will) permit
any of its Subsidiaries to create or permit to exist any contractual obligation (or encumbrance) restricting the right of any Subsidiary to pay dividends or make other distributions to its shareholders, other than permitting to subsist such contractual obligation
which is not reasonably likely to prevent the Issuer from complying with its payment obligations under these Bond Terms.

15
15.1

Incurrence Test
Upon the occurrence of an Incurrence Test Event, the Issuer must perform an incurrence
test (the “Incurrence Test”) and deliver a Compliance Certificate to the Bond Trustee evidencing compliance with the Incurrence Test cf. paragraph (g) of Clause 13.1.4 (Information: miscellaneous).

15.2

The Incurrence Test is met if the ratio of Net Interest Bearing Debt to EBITDA is not
greater than 2.75x.

15.3

No event relevant for the application of the Incurrence Test shall be permitted if an
Event of Default is continuing or would occur following such event or if the Incurrence
Test is not met.

15.4

The calculation of the ratio of Net Interest Bearing Debt to EBITDA shall be made as per a
testing date determined by the Issuer, falling no earlier than one month prior to the earlier of the Issuer or other member of the Group (as applicable) (i) legally committing to
undertake the event relevant for the application of the Incurrence Test or (ii) completing
the event relevant for the application of the Incurrence Test.

15.5

The Net Interest Bearing Debt shall be measured on the relevant testing date so determined, on a pro forma basis assuming the implementation of the proposed transaction in
respect of which the Incurrence Test is being measured including the application of the
net proceeds therefrom (in the case of new Financial Indebtedness, this shall be included
where applicable, provided it is an interest bearing obligation (however, any cash balance resulting from the incurrence of the new Financial Indebtedness shall not reduce
the Net Interest Bearing Debt)).

15.6

The figures for the EBITDA for the Relevant Period ending on the last day of the month
immediately prior to the testing date (unless the testing date is a month end) shall be
used for the Incurrence Test, but adjusted so that:
(a) entities, assets or operations acquired, disposed or discontinued of by the Group
during the Relevant Period, or after the end of the Relevant Period but before the
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relevant testing date, shall be included or excluded (as applicable), pro forma, for
the entire Relevant Period; and
(b) any entity to be acquired with the proceeds from new Financial Indebtedness shall
be included, pro forma, for the entire Relevant Period.
16
16.1

Events of Default and acceleration of the Bonds
Events of Default
Each of the events or circumstances set out in this Clause 16.1 shall constitute an Event of
Default:

16.1.1

Non-payment
An Obligor fails to pay any amount payable by it under the Bond Finance Documents
when such amount is due for payment, unless:
(a) its failure to pay is caused by administrative or technical error in payment systems
or the Securities Depository and payment is made within five Business Days following the original due date; or
(b) in the discretion of the Bond Trustee, the Issuer has substantiated that it is likely
that such payment will be made in full within five Business Days following the original due date.

16.1.2

Breach of other obligations
An Obligor does not comply with any provision of the Bond Finance Documents other
than set out under Clause 16.1.1 (Non-payment) above, unless such failure is capable of
being remedied and is remedied within 15 Business Days after the earlier of the Issuer’s
actual knowledge thereof, or notice thereof is given to the Issuer by the Bond Trustee.

16.1.3

Misrepresentation
Any representation, warranty or statement (including statements in Compliance Certificates) made under or in connection with any Bond Finance Documents is or proves to
have been incorrect, inaccurate or misleading in any material respect when made or
deemed to have been made, unless the circumstances giving rise to the misrepresentation are capable of remedy and are remedied within 15 Business Days of the earlier of
the Bond Trustee giving notice to the Issuer or the Issuer becoming aware of such misrepresentation.

16.1.4

Cross default
If for any Group Company:
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(a) any Financial Indebtedness is not paid when due nor within any applicable grace period; or
(b) any Financial Indebtedness is declared to be or otherwise becomes due and payable
prior to its specified maturity as a result of an event of default (however described);
or
(c)

any commitment for any Financial Indebtedness is cancelled or suspended by a
creditor as a result of an event of default (however described); or

(d) any creditor becomes entitled to declare any Financial Indebtedness due and payable prior to its specified maturity as a result of an event of default (however described),
provided however that the aggregate amount of such Financial Indebtedness or commitment for Financial Indebtedness falling within paragraphs (a) to (d) above exceeds a total
of DKK 10,000,000 (or the equivalent thereof in any other currency).
16.1.5

Insolvency and insolvency proceedings
Any Obligor:
(a) is Insolvent; or
(b) is object of any corporate action or any legal proceedings is taken in relation to:
(i)

the suspension of payments, a moratorium of any indebtedness, winding-up,
dissolution, administration, reconstruction or reorganisation (by way of voluntary arrangement, scheme of arrangement or otherwise) other than a solvent
liquidation or reorganization; or

(ii) a composition, compromise, assignment or arrangement with any creditor
which may materially impair its ability to perform its obligations under the
Bond Terms; or
(iii) the appointment of a liquidator (other than in respect of a solvent liquidation),
receiver, administrative receiver, administrator, compulsory manager or other
similar officer of any of its assets; or
(iv) enforcement of any Security over any of its or their assets having an aggregate
value exceeding DKK 10,000,000; or
(v) for paragraphs (i) - (iv) above, any analogous procedure or step is taken in any
jurisdiction in respect of any such company, however this shall not apply to any
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petition which is frivolous or vexatious and is discharged, stayed or dismissed
within 20 Business Days of commencement.
16.1.6

Creditor’s process
Any expropriation, attachment, sequestration, distress or execution affects any asset or
assets of any Obligor having an aggregate value exceeding DKK 10,000,000 and is not discharged within 20 Business Days (or in the event of an expropriation, reasonable compensation will be paid to the Obligor).

16.1.7

Unlawfulness
It is or becomes unlawful for an Obligor to perform or comply with any of its obligations
under the Bond Finance Documents to the extent this may materially impair:
(a) the ability of such Obligor to perform its obligations under the Bond Terms; or
(b) the ability of the Bond Trustee or any Security Agent to exercise any material right
or power vested to it under the Bond Finance Documents.

16.2

Acceleration of the Bonds
If an Event of Default has occurred and is continuing, the Bond Trustee may, in its discretion in order to protect the interests of the Bondholders, or upon instruction received from
the Bondholders pursuant to Clause 16.3 (Bondholders’ instructions) below, by serving a
Default Notice:
(a) declare that the Outstanding Bonds, together with accrued interest and all other
amounts accrued or outstanding under the Bond Finance Documents be immediately due and payable on demand at which time they shall become immediately due
and payable on demand by the Bond Trustee;
(b) declare that the Outstanding Bonds, together with accrued interest and all other
amounts accrued or outstanding under the Bond Finance Documents be immediately due and payable, at which time they shall become immediately due and payable; and/or
(c)

16.3

59

exercise or direct the Security Agent to exercise any or all of its rights, remedies,
powers or discretions under the Bond Finance Documents or take such further
measures as are necessary to recover the amounts outstanding under the Bond Finance Documents.

Bondholders’ instructions
The Bond Trustee shall serve a Default Notice pursuant to Clause 16.2 (Acceleration of
the Bonds) if:

(a) the Bond Trustee receives a demand in writing from Bondholders representing a
simple majority of the Voting Bonds, that an Event of Default shall be declared, and
a Bondholders' Meeting has not made a resolution to the contrary; or
(b) the Bondholders' Meeting, by a simple majority decision, has approved the declaration of an Event of Default.
16.4

Calculation of claim
The claim derived from the Outstanding Bonds due for payment as a result of the serving
of a Default Notice will be calculated at the prices set out in Clause 10.2 (Voluntary early
redemption - Call Option) as applicable at the following dates (and regardless of the Default Repayment Date set out in the Default Notice):
(a) for any Event of Default arising out of a breach of Clause 16.1.1 (Non-payment), the
claim will be calculated at the price applicable at the date when such Event of Default occurred; and
(b) for any other Event of Default, the claim will be calculated at the price applicable at
the date when the Default Notice was served by the Bond Trustee.

17
17.1

Bondholders’ decisions
Authority of the Bondholders' Meeting
(a) A Bondholders' Meeting may, on behalf of the Bondholders, resolve to alter any of
these Bond Terms, including, but not limited to, any reduction of principal or interest and any conversion of the Bonds into other capital classes.
(b) The Bondholders' Meeting may not adopt resolutions which will give certain Bondholders an unreasonable advantage at the expense of other Bondholders.
(c)

Subject to the power of the Bond Trustee to take certain action as set out in Clause
18.1 (Power to represent the Bondholders), if a resolution by, or an approval of, the
Bondholders is required, such resolution may be passed at a Bondholders' Meeting.
Resolutions passed at any Bondholders' Meeting will be binding upon all Bondholders.

(d) At least 50 per cent. of the Voting Bonds must be represented at a Bondholders'
Meeting for a quorum to be present.
(e) Resolutions will be passed by simple majority of the Voting Bonds represented at
the Bondholders' Meeting, unless otherwise set out in paragraph (f) below.
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(f)

17.2

Save for any amendments or waivers which can be made without resolution pursuant to paragraphs (a) and (b) of Clause 19.1 (Procedure for amendments and waivers), a majority of at least 2/3 of the Voting Bonds represented at the Bondholders'
Meeting is required for approval of any waiver or amendment of any provisions of
these Bond Terms, including a change of Issuer and change of Bond Trustee.

Procedure for arranging a Bondholders’ Meeting
(a) A Bondholders' Meeting shall be convened by the Bond Trustee upon the request in
writing of:
(i)

the Issuer;

(ii) Bondholders representing at least 1/10 of the Voting Bonds;
(iii) the Exchange, if the Bonds are listed and the Exchange is entitled to do so pursuant to the general rules and regulations of the Exchange; or
(iv) the Bond Trustee.
The request shall clearly state the matters to be discussed and resolved.
(b) If the Bond Trustee has not convened a Bondholders' Meeting within ten Business
Days after having received a valid request for calling a Bondholders’ Meeting pursuant to paragraph (a) above, then the requesting party may itself call the Bondholders’ Meeting.
(c)

Summons to a Bondholders' Meeting must be sent no later than ten Business Days
prior to the proposed date of the Bondholders' Meeting. The Summons shall be sent
to all Bondholders registered in the Securities Depository at the time the Summons
is sent from the Securities Depository. If the Bonds are listed, the Issuer shall ensure
that the Summons is published in accordance with the applicable regulations of the
Exchange. The Summons shall also be published on the website of the Bond Trustee
(alternatively by press release or other relevant information platform).

(d) Any Summons for a Bondholders’ Meeting must clearly state the agenda for the
Bondholders’ Meeting and the matters to be resolved. The Bond Trustee may include additional agenda items to those requested by the person calling for the
Bondholders’ Meeting in the Summons. If the Summons contains proposed amendments to these Bond Terms, a description of the proposed amendments must be set
out in the Summons.
(e) Items which have not been included in the Summons may not be put to a vote at
the Bondholders' Meeting.

61

(f)

By written notice to the Issuer, the Bond Trustee may prohibit the Issuer from acquiring or dispose of Bonds during the period from the date of the Summons until
the date of the Bondholders' Meeting, unless the acquisition of Bonds is made by
the Issuer pursuant to Clause 10 (Redemption and repurchase of the Bonds).

(g) A Bondholders' Meeting may be held on premises selected by the Bond Trustee, or
if paragraph (b) above applies, by the person convening the Bondholders’ Meeting
(however to be held in the capital of the Relevant Jurisdiction). The Bondholders'
Meeting will be opened and, unless otherwise decided by the Bondholders' Meeting, chaired by the Bond Trustee. If the Bond Trustee is not present, the Bondholders' Meeting will be opened by a Bondholder and be chaired by a representative
elected by the Bondholders' Meeting.
(h) Each Bondholder, the Bond Trustee and, if the Bonds are listed, representatives of
the Exchange, or any person or persons acting under a power of attorney for a
Bondholder, shall have the right to attend the Bondholders' Meeting (each a “Representative”). The chair of the Bondholders' Meeting may grant access to the meeting to other persons not being Representatives, unless the Bondholders' Meeting
decides otherwise. In addition, each Representative has the right to be accompanied by an advisor. In case of dispute or doubt with regard to whether a person is a
Representative or entitled to vote, the chair of the Bondholders' Meeting will decide who may attend the Bondholders' Meeting and exercise voting rights.
(i)

Representatives of the Issuer have the right to attend the Bondholders' Meeting.
The Bondholders Meeting may resolve to exclude the Issuer’s representatives
and/or any person holding only Issuer's Bonds (or any representative of such Person) from participating in the meeting at certain times, however, the Issuer’s representative and any such other Person shall have the right to be present during the
voting.

(j)

Minutes of the Bondholders' Meeting must be recorded by, or by someone acting at
the instruction of, the chair of the Bondholders' Meeting. The minutes must state
the number of Voting Bonds represented at the Bondholders' Meeting, the resolutions passed at the meeting, and the results of the vote on the matters to be decided at the Bondholders' Meeting. The minutes shall be signed by the chair of the
Bondholders' Meeting and at least one other person. The minutes will be deposited
with the Bond Trustee who shall make available a copy to the Bondholders and the
Issuer upon request.

(k) The Bond Trustee will ensure that the Issuer, the Bondholders and the Exchange are
notified of resolutions passed at the Bondholders' Meeting and that the resolutions
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are published on the website of the Bond Trustee (or other relevant electronically
platform or press release).
(l)

17.3

The Issuer shall bear the costs and expenses incurred in connection with convening
a Bondholders' Meeting regardless of who has convened the Bondholders’ Meeting,
including any reasonable costs and fees incurred by the Bond Trustee.

Voting rules
(a) Each Bondholder (or person acting for a Bondholder under a power of attorney)
may cast one vote for each Voting Bond owned on the Relevant Record Date, cf.
Clause 3.3 (Bondholders’ rights). The chair of the Bondholders’ Meeting may, in its
sole discretion, decide on accepted evidence of ownership of Voting Bonds.
(b) Issuer's Bonds shall not carry any voting rights. The chair of the Bondholders’ Meeting shall determine any question concerning whether any Bonds will be considered
Issuer's Bonds.
(c)

For the purposes of this Clause 17, a Bondholder that has a Bond registered in the
name of a nominee will, in accordance with Clause 3.3 (Bondholders’ rights), be
deemed to be the owner of the Bond rather than the nominee. No vote may be cast
by any nominee if the Bondholder has presented relevant evidence to the Bond
Trustee pursuant to Clause 3.3 (Bondholders’ rights) stating that it is the owner of
the Bonds voted for. If the Bondholder has voted directly for any of its nominee registered Bonds, the Bondholder’s votes shall take precedence over votes submitted
by the nominee for the same Bonds.

(d) Any of the Issuer, the Bond Trustee and any Bondholder has the right to demand a
vote by ballot. In case of parity of votes, the chair of the Bondholders’ Meeting will
have the deciding vote.
17.4

Repeated Bondholders’ Meeting
(a) Even if the necessary quorum set out in paragraph (d) of Clause 17.1 (Authority of
the Bondholders' Meeting) is not achieved, the Bondholders’ Meeting shall be held
and voting completed for the purpose of recording the voting results in the minutes
of the Bondholders’ Meeting. The Bond Trustee or the Person who convened the
initial Bondholders' Meeting may, within ten Business Days of that Bondholders’
Meeting, convene a repeated meeting with the same agenda as the first meeting.
(b) The provisions and procedures regarding Bondholders’ Meetings as set out in
Clause 17.1 (Authority of the Bondholders' Meeting), Clause 17.2 (Procedure for arranging a Bondholders’ Meeting) and Clause 17.3 (Voting rules) shall apply mutatis
mutandis to a repeated Bondholders’ Meeting, with the exception that the quorum
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requirements set out in paragraph (d) of Clause 17.1 (Authority of the Bondholders'
Meeting) shall not apply to a repeated Bondholders' Meeting. A Summons for a repeated Bondholders’ Meeting shall also contain the voting results obtained in the
initial Bondholders’ Meeting.
(c)

17.5

A repeated Bondholders’ Meeting may only be convened once for each original
Bondholders’ Meeting. A repeated Bondholders’ Meeting may be convened pursuant to the procedures of a Written Resolution in accordance with Clause 17.5 (Written Resolutions), even if the initial meeting was held pursuant to the procedures of
a Bondholders’ Meeting in accordance with Clause 17.2 (Procedure for arranging a
Bondholders’ Meeting) and vice versa.

Written Resolutions
(a) Subject to these Bond Terms, anything which may be resolved by the Bondholders
in a Bondholders’ Meeting pursuant to Clause 17.1 (Authority of the Bondholders'
Meeting) may also be resolved by way of a Written Resolution. A Written Resolution
passed with the relevant majority is as valid as if it had been passed by the Bondholders in a Bondholders’ Meeting, and any reference in any Finance Document to a
Bondholders’ Meeting shall be construed accordingly.
(b) The person requesting a Bondholders’ Meeting may instead request that the relevant matters are to be resolved by Written Resolution only, unless the Bond Trustee
decides otherwise.
(c)

The Summons for the Written Resolution shall be sent to the Bondholders registered in the Securities Depository at the time the Summons is sent and published at
the Bond Trustee’s web site, or other relevant electronic platform or via press release.

(d) The provisions set out in Clause 17.1 (Authority of the Bondholders' Meeting), 17.2
(Procedure for arranging a Bondholders’ Meeting), Clause 17.3 (Voting rules) and
Clause 17.4 (Repeated Bondholders’ Meeting) shall apply mutatis mutandis to a
Written Resolution, except that:
(i)

the provisions set out in paragraphs (g), (h) and (i) of Clause 17.2 (Procedure
for arranging a Bondholders’ Meeting); or

(ii) provisions which are otherwise in conflict with the requirements of this Clause
17.5 (Written Resolutions),
shall not apply to a Written Procedure.
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(e) The Summons for a Written Resolution shall include:
(i)

(f)

instructions as to how to vote to each separate item in the Summons (including instructions as to how voting can be done electronically if relevant); and

the time limit within which the Bond Trustee must have received all votes necessary
in order for the Written Resolution to be passed with the requisite majority (the
“Voting Period”), such Voting Period to be at least three Business Days but not
more than 15 Business Days from the date of the Summons, provided however that
the Voting Period for a Written Resolution summoned pursuant to Clause 17.4 (Repeated Bondholders’ Meeting) shall be at least ten Business Days but not more than
15 Business Days from the date of the Summons.

(g) Only Bondholders of Voting Bonds registered with the Securities Depository on the
Relevant Record Date, or the beneficial owner thereof having presented relevant
evidence to the Bond Trustee pursuant to Clause 3.3 (Bondholders’ rights), will be
counted in the Written Resolution.
(h) A Written Resolution is passed when the requisite majority set out in paragraph (e)
or paragraph (f) of Clause 17.1 (Authority of the Bondholders' Meeting) has been
achieved, based on the total number of Voting Bonds, even if the Voting Period has
not yet expired. A Written Resolution may also be passed if the sufficient numbers
of negative votes are received prior to the expiry of the Voting Period.

18
18.1
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(i)

The effective date of a Written Resolution passed prior to the expiry of the Voting
Period is the date when the resolution is approved by the last Bondholder that results in the necessary voting majority being achieved.

(j)

If no resolution is passed prior to the expiry of the Voting Period, the number of
votes shall be calculated at the close of business on the last day of the Voting Period, and a decision will be made based on the quorum and majority requirements
set out in paragraphs (d) to (f) of Clause 17.1(Authority of the Bondholders' Meeting).

The Bond Trustee
Power to represent the Bondholders
(a) The Issuer appoints the Bond Trustee to act as Bond Trustee (in Danish:
repræsentant) of the Bondholders pursuant to Chapter 2a of the Securities Trading
Act. The Bond Trustee accepts such appointment. The Bond Trustee shall be registered with the Danish Financial Supervisory Authority in accordance with the Securities Trading Act and the Issuer and the Bond Trustee shall provide all information
required by the Danish Financial Supervisory Authority.

(b) By virtue of being registered as a Bondholder (directly or indirectly) with the Securities Depository, the Bondholders are bound by these Bond Terms and any other
Bond Finance Document, without any further action required to be taken or formalities to be complied with. The Bond Trustee has power and authority to act on behalf of, and/or represent, the Bondholders in all matters, including but not limited
to taking any legal or other action, including enforcement of these Bond Terms, and
the commencement of bankruptcy or other insolvency proceedings against the Issuer, or others.
(c)

18.2

The Issuer shall promptly upon request provide the Bond Trustee with any such documents, information and other assistance (in form and substance satisfactory to the
Bond Trustee), that the Bond Trustee deems necessary for the purpose of exercising
its and the Bondholders’ rights and/or carrying out its duties under the Bond Finance Documents.

The duties and authority of the Bond Trustee
(a) The Bond Trustee shall represent the Bondholders in accordance with the Bond Finance Documents, including, inter alia, by following up on the delivery of any Compliance Certificates and such other documents which the Issuer is obliged to disclose or deliver to the Bond Trustee pursuant to the Bond Finance Documents and,
when relevant, in relation to accelerating and enforcing the Bonds on behalf of the
Bondholders.
(b) The Bond Trustee is not obligated to assess or monitor the financial condition of the
Issuer or any other Obligor unless to the extent expressly set out in these Bond
Terms, or to take any steps to ascertain whether any Event of Default has occurred.
Until it has actual knowledge to the contrary, the Bond Trustee is entitled to assume
that no Event of Default has occurred. The Bond Trustee is not responsible for the
valid execution or enforceability of the Bond Finance Documents, or for any discrepancy between the indicative terms and conditions described in any marketing material presented to the Bondholders prior to issuance of the Bonds and the provisions
of these Bond Terms.
(c)

The Bond Trustee is entitled to take such steps that it, in its sole discretion, considers necessary or advisable to protect the rights of the Bondholders in all matters
pursuant to the terms of the Bond Finance Documents. The Bond Trustee may submit any instructions received by it from the Bondholders to a Bondholders' Meeting
before the Bond Trustee takes any action pursuant to the instruction.

(d) The Bond Trustee is entitled to engage external experts when carrying out its duties
under the Bond Finance Documents.
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(e) The Bond Trustee shall hold all amounts recovered on behalf of the Bondholders on
separated accounts.
(f)

The Bond Trustee will ensure that resolutions passed at the Bondholders' Meeting
are properly implemented, provided, however, that the Bond Trustee may refuse to
implement resolutions that may be in conflict with these Bond Terms, any other
Bond Finance Document, or any applicable law.

(g) Notwithstanding any other provision of the Bond Finance Documents to the contrary, the Bond Trustee is not obliged to do or omit to do anything if it would or
might in its reasonable opinion constitute a breach of any law or regulation.
(h) If the cost, loss or liability which the Bond Trustee may incur (including reasonable
fees payable to the Bond Trustee itself) in:
(i)

complying with instructions of the Bondholders; or

(ii) taking any action at its own initiative,
will not, in the reasonable opinion of the Bond Trustee, be covered by the Issuer or
the relevant Bondholders pursuant to paragraphs (e) and (g) of Clause 18.4 (Expenses, liability and indemnity), the Bond Trustee may refrain from acting in accordance with such instructions, or refrain from taking such action, until it has received
such funding or indemnities (or adequate security has been provided therefore) as
it may reasonably require.
(i)

18.3

The Bond Trustee shall give a notice to the Bondholders before it ceases to perform
its obligations under the Bond Finance Documents by reason of the non-payment by
the Issuer of any fee or indemnity due to the Bond Trustee under the Bond Finance
Documents.

Equality and conflicts of interest
(a) The Bond Trustee shall not make decisions which will give certain Bondholders an
unreasonable advantage at the expense of other Bondholders. The Bond Trustee
shall, when acting pursuant to the Bond Finance Documents, act with regard only to
the interests of the Bondholders and shall not be required to have regard to the interests or to act upon or comply with any direction or request of any other person,
other than as explicitly stated in the Bond Finance Documents.
(b) The Bond Trustee may act as agent, trustee, representative and/or security agent
for several bond issues relating to the Issuer notwithstanding potential conflicts of
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interest. The Bond Trustee is entitled to delegate its duties to other professional
parties.
18.4

Expenses, liability and indemnity
(a) The Bond Trustee will not be liable to the Bondholders for damage or loss caused by
any action taken or omitted by it under or in connection with any Bond Finance
Document, unless directly caused by its gross negligence or wilful misconduct. The
Bond Trustee shall not be responsible for any indirect or consequential loss. Irrespective of the foregoing, the Bond Trustee shall have no liability to the Bondholders for damage caused by the Bond Trustee acting in accordance with instructions
given by the Bondholders in accordance with these Bond Terms.
(b) Any liability for the Bond Trustee for damage or loss is limited to the amount of the
Outstanding Bonds. The Bond Trustee is not liable for the content of information
provided to the Bondholders by or on behalf of the Issuer or any other Person.
(c)

The Bond Trustee shall not be considered to have acted negligently if it has:
(i)

acted in accordance with advice from or opinions of reputable external experts; or

(ii) acted with reasonable care in a situation when the Bond Trustee considers that
it is detrimental to the interests of the Bondholders to delay any action.
(d) The Issuer is liable for, and will indemnify the Bond Trustee fully in respect of, all
losses, expenses and liabilities incurred by the Bond Trustee as a result of negligence by the Issuer (including its directors, management, officers, employees and
agents) in connection with the performance of the Bond Trustee’s obligations under
the Bond Finance Documents, including losses incurred by the Bond Trustee as a result of the Bond Trustee's actions based on misrepresentations made by the Issuer
in connection with the issuance of the Bonds, the entering into or performance under the Bond Finance Documents, and for as long as any amounts are outstanding
under or pursuant to the Bond Finance Documents.
(e) The Issuer shall cover all costs and expenses incurred by the Bond Trustee in connection with it fulfilling its obligations under the Bond Finance Documents. The
Bond Trustee is entitled to fees for its work and to be indemnified for costs, losses
and liabilities on the terms set out in the Bond Finance Documents. The Bond Trustee's obligations under the Bond Finance Documents are conditioned upon the due
payment of such fees and indemnifications. The fees of the Bond Trustee will be further set out in the Bond Trustee Agreement.
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(f)

The Issuer shall on demand by the Bond Trustee pay all costs incurred for external
experts engaged after the occurrence of an Event of Default, or for the purpose of
investigating or considering (i) an event or circumstance which the Bond Trustee
reasonably believes is or may lead to an Event of Default or (ii) a matter relating to
the Issuer or any of the Bond Finance Documents which the Bond Trustee reasonably believes may constitute or lead to a breach of any of the Bond Finance Documents or otherwise be detrimental to the interests of the Bondholders under the
Bond Finance Documents.

(g) Fees, costs and expenses payable to the Bond Trustee which are not reimbursed in
any other way due to an Event of Default, the Issuer being Insolvent or similar circumstances pertaining to the Obligors, may be covered by making an equal reduction in the proceeds to the Bondholders hereunder of any costs and expenses incurred by the Bond Trustee or the Security Agent in connection therewith. The Bond
Trustee may withhold funds from any escrow account (or similar arrangement) or
from other funds received from the Issuer or any other person, irrespective of such
funds being subject to Transaction Security, and to set-off and cover any such costs
and expenses from those funds.
(h) As a condition to effecting any instruction from the Bondholders (including, but not
limited to, instructions set out in Clause 16.3 (Bondholders’ instructions) or Clause
17.2 (Procedure for arranging a Bondholders’ Meeting)), the Bond Trustee may require satisfactory Security, guarantees and/or indemnities for any possible liability
and anticipated costs and expenses from those Bondholders who have given that
instruction and/or who voted in favour of the decision to instruct the Bond Trustee.
18.5

Replacement of the Bond Trustee
(a) The Bond Trustee may be replaced according to the procedures set out in Clause 17
(Bondholders’ decisions), and the Bondholders may resolve to replace the Bond
Trustee without the Issuer’s approval.
(b) The Bond Trustee may resign by giving notice to the Issuer and the Bondholders, in
which case a successor Bond Trustee shall be elected pursuant to this Clause 18.5,
initiated by the retiring Bond Trustee.
(c)

If the Bond Trustee is Insolvent, or otherwise is permanently unable to fulfil its obligations under these Bond Terms, the Bond Trustee shall be deemed to have resigned and a successor Bond Trustee shall be appointed in accordance with this
Clause 18.5.

(d) The change of Bond Trustee's shall only take effect upon execution of all necessary
actions to effectively substitute the retiring Bond Trustee, and the retiring Bond
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Trustee undertakes to co-operate in all reasonable manners without delay to such
effect. The retiring Bond Trustee shall be discharged from any further obligation in
respect of the Bond Finance Documents from the change takes effect, but shall remain liable under the Bond Finance Documents in respect of any action which it
took or failed to take whilst acting as Bond Trustee. The retiring Bond Trustee remains entitled to any benefits under the Bond Finance Documents before the
change has taken place
(e) Upon change of Bond Trustee the Issuer shall co-operate in all reasonable manners
without delay to replace the retiring Bond Trustee with the successor Bond Trustee
and release the retiring Bond Trustee from any future obligations under the Bond
Finance Documents and any other documents.
18.6

Security Agent
The Security Agent is appointed pursuant to the Intercreditor Agreement and may be replaced in accordance with the provisions of the Intercreditor Agreement.

19
19.1

Amendment and waivers
Procedure for amendments and waivers
The Issuer and the Bond Trustee (acting on behalf of the Bondholders) may agree to
amend the Finance Documents or waive a past default or anticipated failure to comply
with any provision in a Finance Document, provided that:
(a) such amendment or waiver is not detrimental to the rights and benefits of the
Bondholders in any material respect, or is made solely for the purpose of rectifying
obvious errors and mistakes; or
(b) such amendment or waiver is required by applicable law, a court ruling or a decision
by a relevant authority; or
(c)

19.2
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such amendment or waiver has been duly approved by the Bondholders in accordance with Clause 17 (Bondholders’ decisions).

Authority with respect to documentation
If the Bondholders have resolved the substance of an amendment to any Bond Finance
Document, without resolving on the specific or final form of such amendment, the Bond
Trustee shall be considered authorised to draft, approve and/or finalise (as applicable)
any required documentation or any outstanding matters in such documentation without
any further approvals or involvement from the Bondholders being required.

19.3

Notification of amendments or waivers
The Bond Trustee shall as soon as possible notify the Bondholders of any amendments or
waivers made in accordance with this Clause 19, setting out the date from which the
amendment or waiver will be effective, unless such notice obviously is unnecessary. The
Issuer shall ensure that any amendment to these Bond Terms is duly registered with the
Securities Depository.

20
20.1

Miscellaneous
Limitation of claims
All claims under the Bond Finance Documents for payment, including interest and principal, will be subject to the legislation regarding time-bar provisions of the Relevant Jurisdiction.

20.2

Access to information
(a) These Bond Terms will be made available to the public and copies may be obtained
from the Bond Trustee or the Issuer. The Bond Trustee will not have any obligation
to distribute any other information to the Bondholders or any other person, and the
Bondholders have no right to obtain information from the Bond Trustee, other than
as explicitly stated in these Bond Terms or pursuant to statutory provisions of law.
(b) The Issuer and the Bond Trustee to the extent permitted under applicable regulations, shall have access on demand to information on ownership of Bonds registered in the Securities Depository. At the request of the Bond Trustee, the Issuer
shall promptly obtain such information and provide it to the Bond Trustee.
(c)

The Issuer hereby irrevocable appoints each of the Bond Trustee and such Persons
employed by the Bond Trustee and the Paying Agent as its attorneys with full power
and authority to independently obtain information directly from the Securities Depository. The Issuer may not revoke any such power of attorney while the Bonds are
outstanding unless directed by the Bond Trustee. The Issuer shall without undue delay issue separate powers of attorney, if so requested by the Securities Depository.

(d) The information referred to in paragraphs (b) and (c) above may only be used for
the purposes of carrying out their duties and exercising their rights in accordance
with the Bond Finance Documents and shall not disclose such information to any
Bondholder or third party unless necessary for such purposes.
20.3
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Notices, contact information
(a) Written notices to the Bondholders made by the Bond Trustee will be sent to the
Bondholders via the Securities Depository with a copy to the Issuer and the Exchange (if the Bonds are listed). Any such notice or communication will be deemed

to be given or made via the Securities Depository, when sent from the Securities Depository.
(b) The Issuer’s written notifications to the Bondholders will be sent to the Bondholders
via the Bond Trustee or through the Securities Depository with a copy to the Bond
Trustee and the Exchange (if the Bonds are listed).
(c)

Unless otherwise specifically provided, all notices or other communications under
or in connection with these Bond Terms between the Bond Trustee and the Issuer
will be given or made in writing, by letter, e-mail or fax. Any such notice or communication will be deemed to be given or made as follows:
(i)

if by letter, when delivered at the address of the relevant party;

(ii) if by e-mail, when received; and
(iii) if by fax, when received.
(d) The Issuer and the Bond Trustee shall each ensure that the other party is kept informed of changes in postal address, e-mail address, telephone and fax numbers
and contact persons.
(e) When determining deadlines set out in these Bond Terms, the following will apply
(unless otherwise stated):
(i)

if the deadline is set out in days, the first day of the relevant period will not be
included and the last day of the relevant period will be included;

(ii) if the deadline is set out in weeks, months or years, the deadline will end on
the day in the last week or the last month which, according to its name or
number, corresponds to the first day the deadline is in force. If such day is not
a part of an actual month, the deadline will be the last day of such month; and
(iii) if a deadline ends on a day which is not a Business Day, the deadline is postponed to the next Business Day.
21
21.1
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Governing law and jurisdiction
Governing law
These Bond Terms are governed by the laws of Denmark, without regard to its conflict of
law provisions.

21.2

Main jurisdiction
The Bond Trustee, the Issuer and the Guarantors agree for the benefit of the Bond Trustee
and the Bondholders that the City Court of Copenhagen shall have jurisdiction with respect
to any dispute arising out of or in connection with these Bond Terms. The Issuer and the
Guarantors agree for the benefit of the Bond Trustee and the Bondholders that any legal
action or proceedings arising out of or in connection with these Bond Terms against the
Issuer, the Guarantors or any of its or their respective assets may be brought in such court.

21.3

Alternative jurisdiction
Clause 21.2 (Main jurisdiction) is for the exclusive benefit of the Bond Trustee and the
Bondholders and the Bond Trustee have the right:
(a) to commence proceedings against the Issuer or any other Obligor or its/their respective assets in any court in any jurisdiction; and
(b) to commence such proceedings, including enforcement proceedings, in any competent jurisdiction concurrently.

21.4

Service of process
(a) Without prejudice to any other mode of service allowed under any relevant law,
each Guarantor:
(i)

irrevocably appoints the Issuer as its agent for service of process in relation to
any proceedings in connection with these Bond Terms; and

(ii) agrees that failure by the Issuer or another agent for service of process to notify the relevant Guarantor of the process will not invalidate the proceedings
concerned.
(b) If any Person appointed as an agent for service of process is unable for any reason
to act as agent for service of process, the relevant Guarantor must immediately
(and in any event within ten Business Days of such event taking place) appoint another agent on terms acceptable to the Bond Trustee. Failing this, the Bond Trustee
may appoint another agent for this purpose.
-----000----These Bond Terms have been executed in two originals, of which the Issuer and the Bond Trustee
shall retain one each.
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SIGNATURES:
The Issuer
For and on behalf of Axzon A/S:

_______________________
Name:
Title:

_______________________
Name:
Title:

The Original Guarantors
For and on behalf of Poldanor S.A.:

_______________________
Name:
Title:

_______________________
Name:
Title:

For and on behalf of Prime Food sp. z o.o.:

_______________________
Name:
Title:

_______________________
Name:
Title:

For and on behalf of Danosha Ltd:

_______________________
Name:
Title:

_______________________
Name:
Title:

For and on behalf of Finansax ApS:

_______________________
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_______________________

Name:
Title:
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Name:
Title:

The Bond Trustee
For and on behalf of Nordic Trustee A/S:

_______________________
Name:
Title:
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_______________________
Name:
Title:

Schedule 1 – Compliance Certificate
To:

Nordic Trustee A/S
Bredgade 30
1260 Copenhagen K
Denmark

From:

Axzon A/S
[date]

Axzon A/S- EUR 135,000,000 Floating Rate Senior Secured Bonds due 2021
We refer to the Bond Terms for the above captioned Bonds. Terms defined in the Bond Terms
shall, unless otherwise defined herein, have the same meaning when used herein
This is a Compliance Certificate as mentioned in paragraph (g) of Clause 13.1.4 (Information: miscellaneous).
[Description of Incurrence Test Event].
The Incurrence Test set out in Clause 15.2 is met. Please see the calculations and figures in respect
of the ratios attached hereto. We confirm that the calculations are made in accordance with
Clause 15 (Incurrence Test) and any other relevant provision in the Bond Terms.
We confirm that no Event of Default has occurred and is continuing or would occur following such
event.
We hereby certify that all information delivered under cover of this Compliance Certificate is true
and accurate and there has been no material adverse change to the financial condition of the Issuer since the reference date used in testing whether the Incurrence Test has been met.

Yours faithfully,
Axzon A/S

___________________
Name of authorised person
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Schedule 2 – Form of Guarantor Accession Letter
To:

Nordic Trustee A/S
Bredgade 30
1260 Copenhagen K
Denmark

From:

[Name of Additional Guarantor]
[Address]
[Postal code and City]
[Country]
and
Axzon A/S
[date]

Axzon A/S- EUR 135,000,000 Floating Rate Senior Secured Bonds due 2021
We, [Name and address of Additional Guarantor] a company incorporated under the laws of
[Country] with [company registration] [CVR] number [●] (the “Additional Guarantor”), refer to the
Bond Terms for the above captioned Bonds a copy of which we have received. Terms defined in
the Bond Terms shall, unless otherwise defined herein, have the same meaning when used herein.
1.

The Additional Guarantor agrees that it shall accede to the Bond Terms as an Additional
Guarantor with respect to the Guarantee and confirms:
(a)

the undertakings contained in Clause 14 (General undertakings) of the Bond Terms
applicable to it have been complied with;

(b)

that no Event of Default has occurred and is continuing; and

(c)

that it shall become an Additional Guarantor immediately upon the Bond Trustee
countersigning this Accession Letter.

2.

This Accession Letter shall be governed by the laws of Denmark, without regard to its
conflict of law provisions and the terms set out in 21.2 (Main jurisdiction) and Clause 21.3
(Alternative jurisdiction) of the Bond Terms shall apply to this Accession Letter.

3.

The Additional Guarantor irrevocably appoints the Issuer on its behalf to act and receive
all notices and/or services of legal process in any legal action or proceeding arising out of
or in connection with any Bond Finance Document and the Issuer hereby accepts such
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appointment. This paragraph 3 shall, however, not affect the Bond Trustee's right to
serve process in any other manner provided by Danish law.
[4.

With respect to the guarantee made by the Additional Guarantor hereby the following
limitation shall apply: [●]]

Yours faithfully
[Name of Additional Guarantor]:

___________________________
Name:
Title:

_______________________________
Name:
Title:

Accepted as Issuer,
Axzon A/S:

___________________________
Name:
Title:

_______________________________
Name:
Title:

Accepted and agreed by the Bond Trustee,
Nordic Trustee A/S:

___________________________
Name:
Title:
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_______________________________
Name:
Title:

Schedule 3 – List over mortgages forming part of Transaction Security
Owner
Zegrol Sp. z o.o.

L.M.-POL Sp. z o.o.

Agro Włodarski Sp. z o.o.
Poldanor S.A.
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Property
ŚWIELNO land (property numbers:
KO1I/00028796/0, KO1I/00024118/6,
KO1I/00028797/7, KO1I/00023885/6,
KO1I/00024477/0, KO1I/00024482/8,
KO1I/00028795/3, KO1I/00024483/5,
KO1I/00028794/6, KO1I/00024111/7,
KO1I/00050349/5, KO1I/00024110/0,
KO1B/00032977/7)
Bara land (property numbers:
SZ1Y/00064859/8, SZ1Y/00064862/2,
SZ1Y/00064858/1, SZ1Y/00065073/1,
SZ1Y/00065072/4, SZ1Y/00065074/8)
ŻYCHCE land (property number:
SL1Z/00018728/2)
KOCZAŁA land (property numbers:
SL1M/00018567/5, SL1M/00018062/5,
SL1M/00013262/2, SL1M/00013163/8,
SL1M/00019089/7, SL1M/00018384/8,
SL1M/00018447/8)

Schedule 4 - List of Existing Debt and Existing Security
Part 1 – List of Existing Debt
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#

Creditor

1

EBRD

2

PEKAO SA

3

IFC

4

SBERBANK

Existing Debt Agreements
Loan Agreement with Danosha Ltd. dated 24 January 2014 (# 44982).
Outstanding amount as of 31 March 2017: EUR 26,666,667
Loan Agreement with Poldanor S.A. dated 17 December 2011 (#
131/2001). Outstanding amount as of 31 March 2017: PLN 8,793,687
Loan Agreement with Poldanor S.A. dated 8 August 2013 (# II
PCK/13/2013). Outstanding amount as of 31 March 2017: PLN 5,000,000
Loan Agreement with Poldanor S.A. dated 30 December 2014 (# II
PCK/24/2014). Outstanding amount as of 31 March 2017: PLN
21,469,307
Loan Agreement with Poldanor S.A. dated 30 December 2014 (# II
PCK/25/2014). Outstanding amount as of 31 March 2017: PLN
13,237,502
Loan Agreement with Prime Food Sp. z o.o. dated 30 December (#
IIPCK/22/2014). Outstanding amount as of 31 March 2017: PLN
24,099,842
Loan Agreement with Prime Food Sp. z o.o. dated 20 January 2017 (# CKGdy/01/2017). Outstanding amount as of 31 March 2017: PLN
29,314,488
Loan Agreement with Axzon A/S (as a co-borrower) dated 2 July 2013 (#
31990). Outstanding amount as of 31 March 2017: EUR 3,272,729
Loan Agreement with Poldanor S.A. (as a co-borrower) dated 2 July 2013
(# 31990). Outstanding amount as of 31 March 2017: EUR 19,636,364
Loan Agreement with Rask LLC dated 17 November 2011 (# 640111315).
Outstanding amount as of 31 March 2017: RUB 7,470,333
Loan Agreement with Rask LLC dated 6 December 2011 (# 640111334).
Outstanding amount as of 31 March 2017: RUB 3,557,084
Loan Agreement with Rask LLC dated 6 December 2011 (# 640111335).
Outstanding amount as of 31 March 2017: RUB 11,700,000
Loan Agreement with Rask LLC dated 1 March 2012 (# 640112048). Outstanding amount as of 31 March 2017: RUB 8,549,489
Loan Agreement with Rask LLC dated 25 January 2013 (# 640113011).
Outstanding amount as of 31 March 2017: RUB 20,550,000
Loan Agreement with Rask LLC dated 1 February 2013 (# 640113008).
Outstanding amount as of 31 March 2017: RUB 2,740,000

5

6

7
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Loan Agreement with Rask LLC dated 61 April 2013 (# 640113073). Outstanding amount as of 31 March 2017: RUB 5,460,276
Loan Agreement with Rask LLC dated 8 July 2014 (# 640114115). Outstanding amount as of 31 March 2017: RUB 24,165,000
Loan Agreement with Rask LLC dated 8 July 2014 (# 640114116). Outstanding amount as of 31 March 2017: RUB 44,900,000
Loan Agreement with Rask LLC dated 27 May 2015 (# 640115066). Outstanding amount as of 31 March 2017: RUB 37,500,000
Loan Agreement with Rask LLC dated 25 February 2016 (# 640116033).
Outstanding amount as of 31 March 2017: RUB 25,935,448
Loan Agreement with Rask LLC dated 1 December 2016 (# 640116261).
Outstanding amount as of 31 March 2017: RUB 175,092,528
Loan Agreement with Rask LLC dated 1 December 2016 (# 640116262).
Outstanding amount as of 31 March 2017: RUB 38,909,374
Loan Agreement with Rask LLC dated 17 March 2017 (# 640117049SX ).
Outstanding amount as of 31 March 2017: RUB 8,608,020
Loan Agreement with Poldanor S.A. dated 8 June 2011 (#
3702828GD02061100). Outstanding amount as of 31 March 2017: PLN
2,875,000
Loan Agreement with Poldanor S.A. dated 8 June 2011 (#
3702828GD27051100). Outstanding amount as of 31 March 2017: PLN
BZ WBK
11,769,069
Loan Agreement with Poldanor S.A. dated 19 December 2016 (#
K01189/16). Outstanding amount as of 31 March 2017: PLN 4,900,000
Loan Agreement with Prime Food Sp. z o.o. dated 22 December 2015 (#
K01420/15). Outstanding amount as of 31 March 2017: PLN 20,176,360
Loan Agreement with Danosha Ltd. dated 5 January 2016 (# F1240-4
IFU (InvestPID14381 LA2015-12-04 MK). Outstanding amount as of 31 March 2017:
ment Fund for
EUR 4,500,000
Developing
Loan Agreement with Dan-Invest LLC dated 18 December 2009 (# n/a).
Countries)
Outstanding amount as of 31 March 2017: EUR 4,449,000
Loan Agreement with Poldanor S.A. dated 8 September 2010 (#
684/2010/00001629/00). Outstanding amount as of 31 March 2017: PLN
6,930,000
Loan Agreement with Poldanor S.A. dated 14 August 2012 (#
ING
891/2012/00000107/00). Outstanding amount as of 31 March 2017: PLN
13,125,000
Loan Agreement with Poldanor S.A. dated 14 Augusts 2013 (#
891/2013/00000289/00). Outstanding amount as of 31 March 2017: PLN
1,360,000

8

9
10
11
12

13

14

15
16
17
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Loan Agreement with Poldanor S.A. dated 27 July 2011 (#
684/2011/00002601/00). Outstanding amount as of 31 March 2017: PLN
2,708,341
Loan Agreement with Poldanor S.A. dated 20 August 2013 (#
891/2013/00000290/00). Outstanding amount as of 31 March 2017: PLN
4,337,479
Loan Agreement with Danosha Ltd. dated 15 December 2011 (# n/a).
Outstanding amount as of 31 March 2017: EUR 1,375,000
NEFCO
Loan Agreement with Danosha Ltd. dated 17 September 2015 (# 42005).
Outstanding amount as of 31 March 2017: EUR 2,900,000
Loan Agreement with Poldanor SA dated 21 April 2016 (#
RAIFFEISEN CRD/46632/16). Outstanding amount as of 31 March 2017: PLN
12,150,001
Loan Agreement with Danosha Ltd. dated 22 August 2016 (# 010/D5-3AVAL BANK
KB/13/48). Outstanding amount as of 31 March 2017: UAH 29,950,000
Loan Agreement with Dan-Invest LLC dated 29 January 2010 (# n/a).
FINFUND
Outstanding amount as of 31 March 2017: EUR 1,908,743
Loan agreement with Rask LLC dated 25 November 2013 (#AF-6) (covACO-FUNKI ered by Nordea under bills of exchange). Outstanding amount as of 31
March 2017: EUR 1,416,432
ANR (Agencja Loan Agreement with Poldanor S.A. dated 20 December 2010 (Notary
Nieruchomości Act # 3117/2010). Outstanding amount as of 31 March 2017: PLN
Rolnych)
5,583,137
Loan Agreement with Poldanor S.A. dated 16 November 2012 (#
MILLENIUM
4810/12/400/04). Outstanding amount as of 31 March 2017: PLN
BANK
3,332,425
Loan Agreement with Poldanor S.A. dated 8 June 2015 (# 16 1020 4900
PKO BP
0000 8702 3000 9624). Outstanding amount as of 31 March 2017: PLN
3,258,905
CREDIT AGRI- Loan Agreement with Danosha Ltd. dated 24 April 2013 (# 009/13). OutCOLE
standing amount as of 31 March 2017: UAH 10,291,667
Loan agreement with Rask LLC dated 27 March 2014 (# 2) (covered by
AGROMETER Danske Bank under bills of exchange). Outstanding amount as of 31
March 2017: EUR 122,073

Part 2 – List of Existing Security

#

Secured party

Existing Debt Agreement
Loan Agreement with
Danosha Ltd. dated 24
January 2014 (# 44982)

1

EBRD

Security
The Mortgage Agreement dated 07 February 2014 by
Danosha Ltd. over (i) the complex of buildings and facilities located at 1 Lisova, Vulytsya, the village of
Kopanky, Kalus'kyi Rayon, Ivano-Frankivska Oblast,
Ukraine (the "Real Property") (consisting of pig production facilities, feed mill, grain storage capacity and arable centre) and (ii) the biogas plant consisting of buildings and facilities located at the Real Property
The Pledge Agreement dated 7 February 2014 by Danosha Ltd. relating to the movable assets located at the
Real Property as discribed above
The Participatory Interest Pledge Agreement dated 14
February 2014 between Axzon A/S as pledgor and the
Seller as pledgee relating to Axzon A/S' ownership interest in Danosha Ltd.
The Subordination Deed dated 17 February 2014 between Polen Invest A/S, Axzon A/S, Danosha Ltd., Poldanor SA, Prime Food S.A. (formerly Prime Food: Sp. z
o.o) and EBRD
The Deed of Guarantee and Indemnity dated 30 January 2014 by Poldanor S.A. and Prime Food Sp. z o.o.
The Deed of Guarantee and Indemnity dated 29 January 2014 by Axzon A/S

2
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PEKAO SA

Loan Agreement with
Poldanor S.A. dated 17
December 2011 (#
131/2001)
Loan Agreement with
Poldanor S.A. dated 8
August 2013 (# II
PCK/13/2013)
Loan Agreement with
Poldanor S.A. dated 30
December 2014 (# II
PCK/24/2014)

The Joint Mortgage up to PLN 68,000,000 ( 36,000,000
and 32,000,000 PLN) on

1. Bara pig farm (SZ1Y/00065074/8, by L.M.-POL sp. z
o.o.
2. Koczała feed mill (SL1M00013262/2,
SL1M/00013163/8, SL1M/00019089/7,
SL1M/00018384/8, SL1M/00018447/8, by Poldanor
S.A.

Loan Agreement with
Poldanor S.A. dated 30
December 2014 (# II
PCK/25/2014)

Loan Agreement with
Prime Food Sp. z o.o.
dated 30 December
2014 (# IIPCK/22/2014)
Loan Agreement with
Prime Food Sp. z o.o.
dated 20 January 2017
(# CK-Gdy/01/2017)

3. Świelino arable/ Dargiń,Bobolice, Bożniewice, Krępa
(KO1I/00028796/0, KO1I/00024118/6,
KO1I/00028797/7, KO1I/00023885/6,
KO1I/00024477/0, KO1I/00024482/8,
KO1I/00028795/3, KO1I/00024483/5,
KO1I/00028794/6, KO1I/00024111/7,
KO1I/00050349/5, KO1I/00024110/0) by Zegrol Sp. z
o.o.
4. Świelino arable/ Dargiń,Wojęcino - gm.Bobolice,
Pobądź - gm.Tychowo (agricultural lands in Pobadz, Tychowo - KO1B/00032977/7) by Zegrol Sp. z o.o.
5. Świelino pig farm (KW: KO1I/00024110/0,
KO1I/00024118/6, KO1I/00028796/0,
KO1I/00028797/7, KO1I/00023885/6,
KO1I/00024477/0, KO1I/00024482/8,
KO1I/00028795/3,
KO1I/00024483/5,KO1I/00028794/6,KO1I/00024111/7,
KO1I/00050349/5) by Zegrol Sp. z o.o.
6. Świelino pig farm/arable KO1I/00028795/3 by Zegrol
Sp. z o.o.
The Joined Mortgage up to PLN 19,000,000 on Bara pig
farm (SZ1Y/00065074/8, SL1Z/00022264/2) by L.M.POL Sp. z o.o.
The Mortgage up to PLN 36,200,000 on:
1. Koczała feed mill (SL1M00013262/2,
SL1M/00013163/8, SL1M/00019089/7,
SL1M/00018384/8, SL1M/00018447/8) by Poldanor
S.A.
2. Świelino arable/ Dargiń,Wojęcino - gm.Bobolice,
Pobądź - gm.Tychowo (KO1I/00054044/5,
KO1I/00028796/0, KO1I/00024118/6,
KO1I/00028797/7, KO1I/00023885/6,
KO1I/00024477/0, KO1I/00024482/8,
KO1I/00028795/3, KO1I/00024483/5,
KO1I/00028794/6, KO1I/00024111/7,
KO1I/00050349/5, KO1I/00024110/0 ) by Zegrol Sp. z
o.o.
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3. Świelino arable/ Dargiń,Wojęcino - gm.Bobolice,
Pobądź - gm.Tychowo (agricultural lands in Pobadz, Tychowo - KO1B/00032977/7) by Zegrol Sp. z o.o.
4. The factory of Prime Food (SL1Z/00013844/6,
SL1Z/00027933/8) by Prime Food Sp. z o.o.
The Mortgage up to PLN 10,000,000 on Kujanki pig
farm (SL1Z/00022264/2) by Poldanor S.A.
The Joint Mortgage up to PLN 45,000,000 on:
1. Zegrze & Kurozwęcz land and Zegrze site
(KO1K/00044839/4 , KO1K/00044840/4,
KO1K/00044838/7, K01K/00042027/5,
K01K/00032779/8, K01K/00032792/5,
KO1K/00031137/9) by Zegrol Sp. z o.o.
2. Koczała feed mill (SL1M00013262/2,
SL1M/00013163/8, SL1M/00019089/7,
SL1M/00018384/8, SL1M/00018447/8) by Poldanor
S.A.
The transfer of ownership right to inventories up to
PLN 15,000,000 (grain, feed, feed additives) as security
for loan #II PCK/13/2013
The Guarantees by Axzon A/S and Prime Food Sp. z
o.o. relating to loan #131/2001;
The Guarantees by Axzon A/S and Prime Food Sp. z
o.o.relating to loan #II PCK/13/2013;
The Guarantees by Axzon A/S and Prime Food Sp. z o.o.
relating to loan #II PCK/24/2014;
The Guarantees by Axzon A/S and Prime Food Sp. z o.o.
relating to loan #II PCK/25/2014;
The Guarantees by Axzon A/S and Poldanor S.A. relating to loan #II PCK/22/2014
The Guarantees by Axzon A/S and Poldanor S.A. relating to loan #CK-Gdy/01/2017
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Loan Agreement with
Axzon A/S and Poldanor
S.A. (as a co-borrowers)
dated 2 July 2013 (#
31990)

3

IFC

The Mortgage Agreement dated 6 September 2016 by
Danosha Ltd. in favour of the Lender relating to, i.a., (i)
the non-residential premises (pig breeding complex) located at 12 Kotsyubynskoho Street, Luka village, Kalush
district, Ivano-Frankivsk region, Ukraine, (ii) the nonresidential buildings of pig breeding complex located at
1 Kotyleva urochyshche, Tustan village, Halych district,
Ivano-Frankivsk region, Ukraine and (iii) the pig breeding complex located at 245 Molodizhna Street, Deliieve
village, Halych district, Ivano-Frankivsk region, Ukraine
The Movables Pledge Agreement dated 6 September
2016 by Danosha Ltd. relating to the movable assets located at the Real Property as described above.
The Mortgage up to EUR 18,000,000 on Krystianowo
pig farm (PO1N/00003815/9; PO1N/00009638/6;
PO1N/000013092/7; PO1N/000017915/1;
PO1N/00023097/5) by Kniat Agro Sp. z o. o.
The Mortgage up to EUR 18,000,000 on Miętno arable
land (KW:SZ10/00036553/1; SZ10/00040392/5;
SZ10/00040691/1; PO1N/00013092/7,
PO1N/00009638/6, PO1N/00017915/1,
PO1N/00003815/9 I PO1N/00023097/5,
SL1Z/00018728/2) by Zegrol Sp. z o.o.
The Mortgage up to EUR 18,000,000 on Żychce arable
(SL1Z/00018728/2) by Agro Włodarski Sp. z o.o.
The Mortgage up to EUR 18,000,000 on Żychce buildings (SL1Z/00018728/2) by Agro Włodarski Sp. z o.o.
The Movables Pledge Agreement dated 6 September
2016 by Danosha Ltd. Relating to the movable assets
located at the Real Property as described above
The Participatory Interest Pledge Agreement dated 7
November 2016 by Axzon A/S as pledgor in favour of
IFC as pledgee relating to Axzon A/S' ownership interest in Danosha Ltd. representing 51% of the share capital of Danosha Ltd.
The Amended and Restated Deed of Subordination
dated 13 September 2016 between Axzon A/S, Danosha Ltd., Poldanor SA, Prime Food Sp. z o.o., Polen
Invest A/S and IFC
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Loan Agreement with
Poldanor S.A. dated 8
June 2011 (#
3702828GD02061100)
Loan Agreement with
Poldanor S.A. dated 8
June 2011 (#
3702828GD27051100)
Loan Agreement with
Poldanor S.A. dated 19
December 2016 (#
K01189/16)
Loan Agreement with
Prime Food Sp. z o.o.
dated 22 December
2015 (# K01420/15)
4

BZ WBK

The Mortgage up to PLN 6,950,000 on Wierzchy Feed
Dryer (SZ1O/00018807/5) by Poldanor S.A.
The Joint Mortgage up to PLN 31,389,694.26 on
Wierzchy Feed Dryer (SZ1O/00018807/5) by Poldanor
S.A. and on PF Factory (SL1Z/00036234/4) by Prime
Food Sp. z o.o.
The Joint Mortgage up to PLN 7,350,000 on Czarnowęsy farm (KO1B/00045121/6, KO1B/00049693/4)
by Poldanor SA
The Joint Mortgage up to PLN 19,500,000 on Sypniewo
pig farm (BY2T/00024215/5, BY2T/00026717/8,
BY2T/00026654/8 by PUZR Rolnik Sp. z.o.o. and on on
Uniechów- Pokrzywy (SL1Z/00035277/0) by Agro
Pokrzywy Sp. z.o.o.
The Pledge of the herd up to PLN 6,000,000. Number of
the pledge register 2432151. Location pig farms Kiełpin
and Jarosławsko
The Guarantee by Axzon A/S relating to loan
#3702828GD02061100
The Guarantees by Axzon A/S and Prime Food Sp. z o.o.
relating to loan #3702828GD27051100
The Guarantee by Axzon A/S and Prime Food Sp. z o.o.
relating to loan #K01189/16
The Guarantee by Axzon A/S relating to loan
#K01420/16

5

88

Loan Agreement with
IFU (InvestDanosha Ltd. dated 5
ment Fund
The on-demand Guarantee dated 5 January 2016 by
January 2016 (# F1240-4
for DevelopAxzon A/S
PID14381 LA2015-12-04
ing Countries)
MK)

Loan Agreement with
The Pledge Agreement dated 20 June 2014 regarding
Dan-Invest LLC dated 18 the participatory interest in OOO Dan-Invest between
December 2009 (# n/a) IO Fund as pledgee and Axzon A/S as pledgor
The on-demand guarantee by Axzon A/S (formerly:
Dan-Invest A/S)
The Suretyship Agreement dated 20 June 2014 by
OOO Rask
The Suretyship Agreement dated 20 June 2014 by ZAO
Dan-KUB

6

ING

Loan Agreement with
Poldanor S.A. dated 8
September 2010 (#
684/2010/00001629/00)
Loan Agreement with
Poldanor S.A. dated 14
August 2012 (#
891/2012/00000107/00)
Loan Agreement with
Poldanor S.A. dated 14
Augusts 2013 (#
891/2013/00000289/00)
Loan Agreement with
Poldanor S.A. dated 27
July 2011 (#
684/2011/00002601/00)

The Joint Mortgage up to PLN 11,250,000 on Gonne
Małe farm (KO1I/00036658/0, KO1I/00033509/0) by
Invest Farm Sp.z o.o.
The Mortgage up to PLN 56,250,000 (25,000,000 and
31,250,000) on Koczała pig farm (SL1M/00018062/5)
by Poldanor S.A.
The Mortgage up to PLN 25,000,000 on Koczała biogas
plant (SL1M/00018567/5) by Poldanor S.A.
The Pledge up to PLN 3,885,469 on Koczała biogas machinery by Poldanor SA. Number of the pledge register
2324489

The Joined Mortgage up to PLN 20,306,000 (5,700,000,
12,925,000, 1,678,000) on Agro Wiesiółka Sp. z o.o.
Loan Agreement with
Lands and pig farm (KO1W/00018951/4,
Poldanor S.A. dated 20
KO1W/00041229/4, KO1W/00038861/2,
August 2013 (#
KO1W/00036197/2, KO1W/00038862/9,
891/2013/00000290/00)
KO1W/00041235/9, KO1W/00036112/3,
KO1W/00033238/1) by Agro Wiesiółka Sp.z o.o
The Mortgage up to PLN 5,100,000 on Zalesie pig farm
(SL1Z/00034821/2) by Poldanor S.A.
The Guarantees by Axzon A/S and Prime Food Sp z o.o.
relating to loan #684/2010/00001629/00
The Guarantees by Axzon A/S, Polen Invest A/S and
Prime Food Sp. z o.o. relating to loan
#891/2012/00000107/00
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The Guarantees by Axzon A/S, Polen Invest A/S and
Prime Food Sp. z o.o. relating to loan
#891/2013/00000289/00
The Guarantees by Poldanor S.A. and Prime Food Sp. z
o.o. relating to loan #684/2011/00002601/00
The Guarantees by Axzon A/S, Polen Invest A/S, Poldanor S.A. and Prime Food Sp. z o.o. relating to loan
#891/2013/00000290/00

7
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NEFCO

RAIFFEISEN

Loan Agreement with
Danosha Ltd. dated 15
December 2011 (# n/a)
Loan Agreement with
Danosha Ltd. dated 17
September 2015 (#
42005)

Loan Agreement with
Poldanor S.A. dated 21
April 2016 (#
CRD/46632/16)

The Guarantee dated 15 December 2011 by Axzon A/S

The Guarantee dated 17 September 2015 by Axzon A/S
The Joint Mortgage up to PLN 18,225,000 over Biskupnica property SL1Z/00036199/6 and Chrząstowo property SL1Z/00024579/7) by Agro Gębarzewo Sp. z o.o.
The Share Pledge dated 25 April 2016 over the shares
in Agro Gębarzewo Sp. z o.o. by Poldanor S.A.
The Guarantees by Prime Food Sp. z o.o. and Poldanor
S.A. in favour of Raiffeisen
The pledge agreement dated 20 June 2014 regarding
the participatory interest in the Borrower between FinFund as pledgee and Axzon A/S as pledgor

9

FINFUND

10

NORDEA
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Loan Agreement with
Dan-Invest LLC dated 29 The Guarantee by Axzon A/S in favour of FinFund
The Suretyship Agreement dated 20 June 2014 by OOO
January 2010 (# n/a)
Rask
The Suretyship Agreement dated 20 June 2014 by ZAODan-KUB
Loan agreement between Aco Funki A/S
and Rask LLC dated 25
Guarantee of bills of exchange by Axzon A/S
November 2013 (#AF-6)
(covered by Nordea under bills of exchange).
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12

13

Loan Agreement with
Poldanor S.A. dated 20
ANR (Agencja December 2010 (Notary
Nieruchom- Act # 3117/2010)
ości Rolnych)
Loan Agreement with
MILLENIUM Poldanor S.A. dated 16
BANK
November 2012 (#
4810/12/400/04)
Loan Agreement with
Poldanor S.A. dated 8
June 2015 (# 16 1020
4900 0000 8702 3000
9624)
PKO BP

The Joint Mortgage up to PLN 13,496,630 on Bara pig
farm (SZ1Y/00064859/8, SZ1Y/00064862/2,
SZ1Y/00064858/1, SZ1Y/00065073/1,
SZ1Y/00065072/4, SZ1Y/00065074/8) by L.M.-POL Sp. z
o.o.
The Guarantee by Prime Food Sp. z o.o. in favour of
Millenium Bank
The Mortgage up to PLN 64,800,000 on Łękinia pig
farm (SL1M/00014254/0) by Poldanor S.A.
The Pledge on the herd up to PLN 64,800,000. Number
of the pledge register 2406868. Location pig farm
Płaszczyca, Dobrzyń, Nacław, Pawłówko, Chomętowo,
Uniechówek, Miętno, Świelino, Czarnowęsy, Kujanki,
Łękinia
The Guarantee by Axzon A/S in favour of PKO BP

14

15
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Loan Agreement with
CREDIT AGRIDanosha Ltd. dated 24
COLE
April 2013 (# 009/13)

DANSKE
BANK

The Mortgage agreement dated 17 April 2015 in the
amount of up to UAH 102,898,862.50 on finisher farm
Mariampil (identification no.541056926212) by Danosha Ltd.
The Pledge Agreement dated 17 April 2015 in the
amount UAH 36,987,630.83 by Danosha Ltd. relating to
the movable assets located at the real property as described above.

Loan agreement between Agrometer A/S
and Rask LLC dated 27
Guarantee of bills of exchange by Axzon A/S
March 2014 (# 2) (covered by Danske Bank under bills of exchange).

