
DIRECTORS’ MANAGEMENT REPORT 

 

Dear Shareholders, 

 

Your Group’s condensed consolidated half-year financial statements as at June 30th, 2018 disclosed, 

at the Income Statement level, Revenues of € 89.0 million (versus € 86.9 million in the first half of 

2017), EBITDA  of € 13.3 million (compared to € 11.9 million in the first six months of 2017) and 

Net profit  of € 5.4 million (compared to the € 4.6 million net profit of the first half of 2017). 

As regards the Balance Sheet, as at June 30th, 2018 your Group disclosed Net financial debt of € 

47.3 million (compared to € 45.7 million as at June 30th, 2017 and to € 46.2 million as at December 

31st, 2017), of which € 42.2 million expiring beyond the year (compared to € 40.1 million as at June 

30th, 2017 and to € 45.3 million as at December 31st, 2017), with a debt/equity ratio of 0.47. Such 

Net financial debt, moreover, is entirely backing Net working capital (equal to € 62.7 million, of 

which € 50.1 million refers to Trade receivables), with Equity (equal to € 100.6 million) which 

contributes to financing the working capital itself for approximately € 15 million. 

Lastly, in terms of cash flows, in the first six months of this year, your Group generated a positive 

cash flow of € 6.2 million excluding changes in working capital which, including the changes in 

working capital that increased seasonally by € 7.3 million compared to the opening balance, 

contributed to the € 1.1 million increase of the NFP compared to the figures at the end of 2017. 

 

§ § § 

 

Note that, following the entry into effect of the new accounting standard IFRS 9 - Financial 

Instruments, the provisions of which took effect from January 1st, 2018, several items of the financial 

statements as at December 31st, 2017 have been restated in accordance with the new standard, 

without changing the NFP as at December 31st, 2017: therefore for the remainder of this report, when 

comparing six-monthly balance sheet figures, it was deemed necessary and correct to make reference 

to the opening financial statements as at January 1st, 2018, which reflects the restatement pursuant 

to IFRS 9 of the amounts as at December 31st, 2017. 

 

§ § § 

 

The first half of 2018 was characterised, in terms of market performance: 

- in Southern Europe, by a second quarter that benefitted from favourable weather conditions, 

which in turn facilitated the consumption of the stock remaining at the end of 2017, although 

with a limited sell-in to national distributors in the period; 

- in South America, and especially in Brazil, by continuing dry conditions, which led to a delay 

in the start of the commercial season. 

In this regard, note that the sales figures for the main players in this sector relating to the first half of 

this year show a fall in aggregate sales figures of around 7% if reported in Euro currency, and a 4% 
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increase if reported in US Dollars currency, reflecting the strengthening of the Euro in the period 

against the other major currencies. 

The latter circumstance also had a significant impact on the Group’s half year results, with Revenues 

and EBITDA for the period which, at the same exchange rates as those of the first half of 2017, 

would have shown amounts for these two items that were higher than those recorded by € 4.6 million 

and € 1.9 million respectively. 

 

§ § § 

  

 At Group level, the first half of 2018 was characterised by: 

- the submission, in the first part of the year, of the registration demand for active ingredient and 

formulations based on the new broad spectrum fungicide Fluindapyr in Brazil; 

- the entry into effect of the distribution contract for the new fungicide Fluindapyr in Brazil with 

its partner Arysta, which recorded initial revenues of USD 9 million (entirely booked to the 

Income Statement for the period, corresponding to € 7.5 million, but collected at the beginning 

of July) - for further information regarding this contract, refer to the content of the Explanatory 

Notes of this condensed consolidated half-year financial statements; 

- the launch of the pre-development “stage two” of a new Nematicide originating from Isagro 

Innovative Research, the costs of which booked to the Income Statement in the year were around 

€ 0.5 million. 

 

§ § § 

 

The results of the first half of 2018, achieved in a market context still unfavourable and with 

disadvantageous exchange rates with respect to the previous period, represent a comforting base for 

the rest of the year. Performance in the second half of the year is expected to be more positive than 

the second half of the previous year, mainly due to higher sales in India based on the current portfolio 

of products. 

 

Moreover, for the medium term (by 2020/2021), Isagro confirms the target of around € 200 million 

revenues at a consolidated level, based on the implementation of the following Strategic Guidelines: 

1. discovery of new molecules by ourselves; 

2. development of proprietary molecules through agreements with Third Parties; 

3. M/L Agreements to widen the commercial exploitation of our products; 

4. growth in the Biosolutions business; 

5. expansion of our global commercial organisation; 

6. selective actions of growth through acquisitions. 
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EVOLUTION OF THE CROP PROTECTION PRODUCTS MARKET 

The figures available for the sales of crop protection products of the major industry operators 

(Syngenta, DowDuPont, Basf, FMC, Platform) in the first half of 2018, compared to those of the 

first six months of 2017, show a 4% increase in terms of sales reported in US Dollars, while they 

show a 7% decrease if reported in Euro. This difference is due to the appreciation of the Euro against 

the US Dollar with respect to the first half of 2017. 

 

With reference to the indications of Phillips McDougall, in the first half of 2018, the global crop 

protection market was affected by the low prices of agricultural commodities (which continued to 

limit farmers’ economic-financial resources), by adverse climatic conditions in several parts of the 

world (which had a negative impact on the demand/consumption of crop protection products), by 

the increase of the prices of a high number of active ingredients and formulations (which led to 

higher production costs) and by a falling trend of the high levels of inventory previously recorded 

at distributors level and the consequent short supply of stock following the 2017/2018 season in 

South America and that underway in Europe and North America.  

 

With regard to the performance of specific markets, and again with reference to Phillips McDougall's 

indications, it should be noted that: 

• in Europe, the market reflected the unfavourable climatic conditions in northern and south-

western Europe. In fact the prolonged winter conditions and a cold spring season had a negative 

impact on the consumption/sales of fungicides, particularly in France, and of herbicides;  

• in North America , the trade dispute underway between the USA and China is generating 

uncertainties about a possible rise of soya imports to China from South America, to the detriment 

of the USA, with consequent negative repercussions on the crop protection products market for 

the latter. In the USA, where the drought affected the Texas area, an increase in the areas used 

for cotton and wheat crops was recorded to the detriment of areas dedicated to maize and soya 

crops, while in Canada an uptrend in the prices of several agricultural goods, favourable weather 

conditions and an increase in sowing areas were recorded; 

• in South America, adverse drought weather conditions were recorded, which mainly affected 

Southern Brazil and Eastern Argentina. In particular: 

o high soya prices were recorded in Brazil, due essentially to the drought that hit Eastern 

Argentina and to the trade dispute underway between China and the USA, which could 

encourage the country’s exports; 

o a fall in the demand/consumption of fungicides and insecticides was recorded in Argentina, 

due to the drought that also had a negative impact on the harvest; 

o in Uruguay, the serious drought that hit the country in the first quarter of 2018, followed by 

an extremely humid climate in the second quarter of 2018, had a negative impact on the 

production and the quality of the harvest; 

• with regard to Asia:  

o India experienced an irregular start to the monsoon season, which hindered seasonal sowing. 

Nevertheless, a high proliferation of insects was recorded at the start of the season, which 



4 
 

had a positive impact on the demand/consumption of insecticides. The policy to review 

minimum support prices is expected to increase the available agricultural income; 

o in China, the Regulating bodies are continuing to put pressure on environmental issues, which 

had led to a fall in domestic production capacity and a simultaneous increase in production 

costs. Furthermore, Sinochem and ChemChina have announced their intention to merge, thus 

creating the largest chemical company in the world. 

 

With regard to the process of consolidation of the main crop protection market operators, note that: 

(a) the “Agro Business” division of DowDuPont has been renamed Corteva Agriscience and the 

group is expected to split by June 2019; (b) in the second quarter of 2018, the acquisition of 

Monsanto by Bayer was completed and the merger process is underway. The antitrust authorities 

have requested that further divestments be made, including Bayer’s digital agriculture business, for 

which the only company interested at the moment is Basf; (c) Nufarm is the main beneficiary of the 

divestments of Adama and Syngenta products in Europe.  

 

INCOME STATEMENT - SUMMARY DATA 

Consolidated Revenues for the first half of 2018 amounted to € 89.0 million, up by € 2.1 million 

compared to € 86.9 million in the first six months of 2017. This positive difference is due to the 

combined impact of: 

- higher Revenues from M/L Agreements of US$ 9 million (not present in the first half of 2017), 

corresponding to € 7.5 million, resulting from an Agreement to distribute the Fluindapyr 

fungicide in Brazil with Arysta LifeScience, better described in the Report below, which more 

than offset 

- lower Revenues from the sale of Crop Protection Products of € 4.4 million and 

- lower Revenues from the sale of Services, such as toll manufacturing proceeds, of € 1.0 million. 

With regard to the change in Revenues from sales of Crop Protection Products compared to the first 

half of 2017, the lower sales figure, corresponding, as mentioned, to € 4.4 million, is mainly due to 

lower sales made in Italy and Southern Europe by the parent Isagro S.p.A, and to lower revenues, 

exacerbated by the Euro/Indian Rupee exchange rate, of Isagro Asia in India, partly offset by higher 

sales in Central and Western Europe. 

It is worth noting, nonetheless, that if the 2017 exchange rates are applied, total Revenues from Crop 

Protection Products would have been substantially in line with the figure of the first half of 2017. 

 

With regard to the breakdown of Revenues for Crop Protection Products only by geographic area, 

note that in the first half of 2018: 

- sales in Italy represented approximately 19% of turnover (compared to 23% in the first half of 

2017), for a total of € 15.2 million (down by € 4.0 million compared to the first half of 2017); 

- sales in other EU countries represented approximately 38% of turnover (compared to 35% in the 

first half of 2017), for a total of € 30.0 million (up by € 0.7 million compared to the first half of 

2017); 
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- sales in the Americas represented approximately 19% of turnover (substantially in line with the 

sales of the first half of 2017), for a total of € 14.8 million (down in terms of absolute value by € 

0.4 million compared to the first half of 2017); 

- sales in Asia represented approximately 19% of turnover (substantially in line with the sales of 

the first half of 2017), for a total of € 14.8 million (down in terms of absolute value by € 0.2 

million compared to the first half of 2017); 

- sales in the Rest of the World represented approximately 5% of turnover (substantially in line 

with the sales of the first half of 2017), for a total of € 4.2 million (down in terms of absolute 

value by € 0.2 million compared to the first half of 2017). 

 

Note that following the entry into effect of the new international accounting standard IFRS 9 from 

January 1st 2018, which introduced a new hedge accounting model for the purpose of adapting the 

requirements envisaged by IAS 39, which at times were considered too stringent and not suitable for 

reflecting the company's risk management policies, the hedges relating to the revenues for the period 

will be directly reflected in the revenue item. 
 

In relative terms, therefore, Isagro continues to be a strongly foreign-oriented group, with a 

percentage of interim sales from crop protection products achieved outside Italy of approximately 

81%.  
 

  1st half  
2018 

  
Change 

  1st half  
2017 (€ 000)          

                
Italy 15,222  19.3%  -20.8%  19,231  23.1% 

Rest of Europe 30,013  38.0%  +2.4%  29,305  35.3% 

Americas 14,813  18.8%  -2.9%  15,249  18.3% 

Asia 14,775  18.7%  -1.4%  14,992  18.0% 

Rest of the World 4,192  5.3%  -3.6%  4,350  5.2% 

DCS gains/(losses) (108) -0.1%          N/S   - 0.0% 

Crop protection 
products subtotal 78,907  100.0%  -5.1%  83,127  100.0% 

        

Other products and 
services 

10,138    N/S  3,744   

        

Consolidated Revenues 89,045      +2.5%   86,871    

Table 1: Consolidated Revenues by Geographic Area 
 

During the first six months of 2018, Isagro carried on its research, innovation & development 

activity, incurring total costs of € 6.9 million (compared to € 7.2 million in the first half of 2017), of 

which € 3.4 million capitalised (compared to € 4.3 million capitalised in the first half of 2017) 

continuing the co-development of the new Fluindapyr molecule (an SDHi class broad spectrum 

fungicide) with FMC Corporation, the development of new products, the extraordinary protection of 

proprietary products and activities for new registrations on a global basis. The Income Statement of 

the first six months of 2018, therefore, was affected by higher expensed research, innovation & 

development costs compared to the same period of 2016 by € 0.6 million. In this regard, note that in 

the period, the Group decided to launch the so called “stage two” of the pre-development process of 
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the new Nematicide originating from Isagro Innovative Research, the costs of which, corresponding 

to € 0.5 million, mostly represented by the above-cited increase, were booked to the Income 

Statement. 

 

The EBITDA generated in the first half of 2018 amounted to € 13.3 million, up by 12.2% compared 

to € 11.9 million in the first half of 2017, with margins on Revenues rising from 13.7% to 15.0%. 

This € 1.4 million increase in EBITDA was made possible by: 

- higher margins from M/L Agreements, as mentioned above, equal to € 7.5 million, which more 

than offset 

- lower margins from sales of crop protection products & services of € 3.8 million, higher fixed 

costs of € 0.8 million, higher provisions of € 0.9 million (mainly due to accounting effect of the 

application of the new international accounting standard IFRS 9 from January 1st, 2018 relating 

to estimated losses on receivables) and higher R,I&D costs charged to the Income Statement of 

around € 0.6 million.  

 

In the first half of 2018, Isagro also incurred Personnel costs of € 15.8 million, down by € 0.6 million 

compared to the figure of € 16.4 million as at June 30th, 2017. This change is essentially due to higher 

costs for early retirement incentives in the first half of 2017: if these components are excluded, 

personnel costs for the first half of 2018 would have shown an increase of € 0.2 million, due to the 

increase in the average number of employees as at June 30th, 2018 versus June 30th, 2017. 

 

Then, as regards the Amortisation, depreciation and impairment losses for the period, these 

amounted to € 4.6 million, slightly higher than the € 4.5 million recorded in the same period of the 

previous year. 

 

Reflecting the items commented upon above, your Group closed the first half of 2018 with an 

Operating profit  of € 8.8 million, increasing by 18.8%  compared to the € 7.4 million profit for the 

first six months of last year. 

With reference to financial management, in the first half of 2018, compared to the first half of 2017, 

your Group incurred:  

• lower Interest fees, commissions and financial charges of € 0.1 million within the financial 

intermediation environment which, also due to the expansive monetary policies of the ECB that 

are still in place, continued to be favourable;  

• higher Net losses on foreign exchange and derivatives of around € 350 thousand, due mainly 

to exchange rate adjustments for the portion of receivables in US Dollars as at December 31st, 

2017 and relative derivatives, which were not reclassified in “hedge accounting”. 

 

It should be remembered that the Isagro Group operates on several foreign markets internationally 

and many trade relations are managed in currencies other than the Euro, mainly in US dollars. As a 

result and in compliance with its “Financial risk management policy” designed to “grant security” 

to the interest rate of the budget, Isagro arranges USD exchange rate risk hedges, setting the rate at 
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Budget level and using its forecast exposure for the year as indicated by the currency budget in US 

Dollars as the reference basis. With regard to the hedging transactions carried out by the Group, it 

should also be noted that they are exclusively for operational transactions and therefore not for 

speculative purposes. With regard to the above, note that hedging transactions carried out on 

exchange rates other than the Euro in place as at December 31st, 2017, your Group has continued to 

apply standard IAS 39, recording these transactions directly under the financial components of the 

Income Statement, while for those that relate to revenues and the relative receivables of 2018, it 

applied the new standard IFRS 9, attributing the effects directly to Revenues. 

       
       
  1st half 1st half   

Differences 
Year 

(€ 000)  2018 2017  2017 
         
              

Revenues 89,045  86,871   +2,174 +2.5% 149,580  
        
Memo: Labour costs and provisions for bonuses (15,773) (16,396)  +623  (31,257) 
              

       

EBITDA 13,348  11,894   +1,454 +12.2% 12,557  
% on Revenues 15.0% 13.7%    8.4% 
              
       
Depreciation and amortisation:       
- tangible assets (1,792) (1,939)  +147   (3,882) 
- intangible assets (2,794) (2,584)  -210  (5,316) 
- write-down of tangible and intangible assets (7) -  -7  (490) 
              

       
EBIT 8,755  7,371   +1,384 +18.8% 2,869  
% on Revenues 9.8% 8.5%    1.9% 
              

       
Interest, fees and financial discounts (109) (208)  +99  (863) 
Gains/(losses) on foreign exchange and derivatives (378) (27)  -351  154  
Revaluations of equity investments 109  83   +26   135  
             

Result before taxes 8,377  7,219    +1,158 16.0% 2,295  
       

Current and deferred taxes (2,946) (2,641)  -305  (1,882) 
       

Net profit from continuing operations 5,431  4,578    +853 18.6% 413  
       

Net profit/(loss) from discontinued operations - -  -  (200) 
             

Net profit 5,431  4,578    +853 18.6% 213  
Table 2: Consolidated Income Statement - Summary Data 

 

The consolidated Result before taxes was therefore a profit of € 8.4 million, up by 16.0% compared 

to the € 7.2 million recorded in the first six months of 2017.  

 

In terms of tax management, no significant changes took place, with a tax rate at Group level of 

around 35%, slightly lower than the 36.5% applied to the same period of 2017, which reflects the 

trend of the results of the various companies and of the relative national taxes: however, it should be 

noted that in the financial statements for the first 6 months of 2018, € 133 thousand has been included 
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in tax charges, as a final settlement agreed with the Italian Revenue Agency for the inspection 

conducted last year on tax years 2012, 2013 and 2014, illustrated later in this Report. 

 

As a result of the above, the Group ended the first half of 2018 with a € 5.4 million Net profit , up 

by 18.6% versus the profit of € 4.6 million recorded for the first six months of 2017. 

 

BALANCE SHEET - SUMMARY DATA 

As regards equity, consolidated Net invested capital as at June 30th, 2018 amounted to € 147.9 

million, with a seasonal increase of 4.6 million compared to € 143.3 million as at January 1st, 2018 

(€ 145.5 million as at December 31st, 2017) and down by € 3.0 million compared to € 150.9 million 

as at June 30th, 2017. 

 

More specifically, Net fixed assets as at June 30th, 2018 amounted to € 86.5 million, down by € 1.1 

million compared to € 87.6 million as at January 1st, 2018 and by € 1.6 million compared to € 88.1 

million as at June 30th, 2017. These differences are mainly due to changes in the following items: 

• Intangible assets, totalling € 50.5 million as at June 30th, 2018, up by € 0.7 million compared to 

January 1st, 2018 and by € 0.4 million compared to June 30th, 2017, with slight increases versus 

the previous years as the development of the new broad spectrum fungicide, Fluindapyr, is close 

to completion and due to the fact that the initial costs of the “stage two” of the pre-development 

of the new Nematicide have been booked to the Income Statement; 

• Tangible assets, amounting to € 19.6 million as at June 30th, 2018, down by € 1.0 million 

compared to January 1st, 2018 and by € 1.4 million compared to June 30th, 2017, due to reduced 

investments for the period compared to the level of the related depreciation; 

• Other medium/long term assets and liabilities, totalling € 12.5 million as at June 30th, 2018, 

down by € 1.0 million compared to January 1st, 2018 and by € 0.7 million compared to June 30th, 

2017, essentially due to the use of deferred tax assets against tax losses allocated to provisions 

in previous years by the parent Isagro S.p.A and the reallocation of the instalments of the M/L 

Agreements expiring in the following 12 months to short-term assets. In this regard, note that 

the initial US$ 9 million of Revenues originated from the Agreement to distribute Fluindapyr in 

Brazil with Arysta, accounted on an accruals basis under the Revenues of the first half of 2018 

and collected in the first few days of July, were directly included under trade receivables as they 

were due within the year.  

             

(€ 000)  
June 30th, 

2018 

January 1st, 
2018 as per 

IFRS 9 

 Differences 
June 30th, 

2017 
         
              
Net fixed assets 86,534  87,619   -1,085 -1.2% 88,108  
 

of which:  
Goodwill and Other intangible assets 53,977  53,151   +826  53,544  
Tangible assets 19,572  20,553   -981  20,963  
Other m/l-term assets and liabilities 12,483  13,478    -995   13,205  
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Net working capital 62,727  55,522  +7,205 +13.0% 64,405  
 

of which:  
Inventories 52,014  45,040   +6,974  52,142  
Trade payables (39,420) (30,998)  -8,422  (37,426) 
Trade receivables 50,133  41,480   +8,653  49,689  
       
Other short-term assets and liabilities 
and Current provisions 

1,029 2,740  -1,711 NS 901 

       
Severance Indemnity Fund (SIF) (2,428) (2,591)  +163 -6.3% (2,520) 
        

Net invested capital 147,862  143,290    +4,572 +3.2% 150,894  
        

Total 147,862 143,290    +4,572 +3.2% 150,894  
        

Financed by:        
        

Equity 100,605  97,069    +3,536 +3.6% 105,220  
        

Net financial position 47,257  46,221    +1,036 +2.2% 45,674  
of which:       
M/L-term debts: 42,206  45,335    -3,129 -6.9% +40,099 
       
Debt/Equity Ratio 0.47  0.48    0.43 
        

Total 147,862  143,290    +4,572 +3.2% 150,894  
 

Table 3: Consolidated Balance Sheet - Summary Data 
 

Net working capital as at June 30th, 2018 amounted to € 62.7 million, up by € 7.3 million compared 

to January 1st, 2018 (the majority of the difference was offset at the beginning of July with the 

collection of the above-mentioned US$ 9 million of initial Revenues from Arysta) and down by € 

1.7 million compared to June 30th, 2017. 

More specifically, focusing the analysis with respect to January 1st, 2018:  

• Inventories increased by € 7.0 million, mainly due to the constitution of stock to cover the sales 

estimated for the remainder of the year;  

• Trade payables increased by € 8.4 million, both due to the increase in inventories and to a 

different timing in the purchasing cycle with respect to the first six months of 2017, when the 

increase of trade payables compared to December 31st, 2016 had been € 5.7 million against an 

increase in inventories of € 5.1 million;  

• Trade receivables increased by € 8.7 million, mainly due to the effect of the receivable 

originating from the distribution Agreement signed with Arysta and collected in the first few 

days of July. 

 

The Severance Indemnity Fund (SIF) amounted to € 2.4 million as at June 30th, 2018, down by € 

0.2 million compared to the figure of € 2.6 million as at January 1st, 2018 and by € 0.1 million 

compared to € 2.5 million as at June 30th, 2017. 
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As for funding, consolidated Equity  as at June 30th, 2018 amounted to € 100.6 million, up by € 3.5 

million compared to € 97.1 million as at January 1st, 2018 and down by € 4.6 million compared to € 

105.2 million as at June 30th, 2017, primarily due to the impact of the changes in the Net Results of 

the various periods and to changes in the translation reserve relating mostly to balance sheet items 

of the subsidiary Isagro (Asia) Agrochemicals Pvt. Ltd., due to the strengthening of the Euro against 

the Indian Rupee. 

 

The consolidated Net Financial Position (NFP) as at June 30th, 2018 thus amounted to € 47.3 

million, up by € 1.1 million compared to € 46.2 million as at January 1st, 2018 and by € 1.6 million 

compared to the € 45.7 million recorded as at June 30th, 2017.  

Moreover, as already mentioned in the comments to the other half-year financial statement items, it 

should be noted that, if the collection of the initial Revenues originating from the distribution 

Agreement with Arysta in the first few days of July 2018 were to be included, Isagro’s consolidated 

NFP would have been significantly better both compared to the opening balance and compared to 

June 30th of last year. 

 

With regard to the breakdown of the Net financial position as at June 30th, 2018, note that it is mostly 

represented by medium/long-term debt, with liquidity at Group level of over € 40 million.   

The above-mentioned medium/long-term transactions were performed by the parent Isagro S.p.A. 

with a view to optimising the cost of medium/long-term borrowing and seeking greater alignment 

between the timing of the investments undertaken - particularly those relating to development of the 

new Fluindapyr SDHi broad spectrum fungicide - and that of the sources of finance supporting these 

investments, leaving the short-term facilities as a “liquidity” reserve. In this regard, Isagro closely 

monitors developments relating to the ECB’s monetary policies, whose Quantitative Easing (QE) 

programme is expected to end in September, which will lead to a slowdown in the granting of new 

medium/long-term loans to replace those expiring, as well as developments regarding public finance 

policies, which could influence the levels of the cost of procurement of debt capital. In this scenario, 

during the half year, new loans of € 16 million were taken out, of which the portion expiring in the 

medium/long-term corresponds to around € 14 million. 

 

In light of the above, the debt/equity ratio (i.e. the ratio between net financial position and equity) 

as at June 30th, 2018, at consolidated level came to 0.47 compared to 0.48 as at January 1st, 2018 and 

0.43 as at June 30th, 2017.  

 

CASH FLOWS - SUMMARY DATA 

In the first six months of 2018, your Group generated: 

- a positive cash flow of € 6.2 million, excluding changes in Net working capital (NWC); 

- a negative cash flow of € 7.3 million due to changes in NWC (reflecting the already-mentioned 

receivable of US$ 9 million relating to the distribution Agreement with Arysta, which was then 

collected in July), 
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therefore recording a negative free cash flow of € 1.1 million for the period, which corresponds to 

the change in Net financial debt over the half year. 
     
  6 months 6 months Jul. ‘17 - Jul. ‘16 - 
(€ 000)  2018 2017 Jun. ‘18 Jun. ‘17 
     
      

Net profit 5,431 4,578 1,066 2,838 
     

+ Depreciation, amortisation and 
write-downs 

4,593 4,523 9,758 9,368 
      
     

Gross Cash Flow 10,024 9,101 10,824 12,206 
      
     

- Investments (4,101) (4,796) (8,818) (10,496) 
- Distributed dividends - - - - 
± Other changes* 246 1,239 (5,267) (2,387) 
     

Free Cash Flow before Δ NWC 6,169 5,544 (3,261) (677) 
     

Δ NWC (7,205) 1,500 1,678 (2,876) 
     

Free Cash Flow (1,036) 7,044 (1,583) (3,553) 
Table 4: Cash Flows - Summary Data 

 
* Includes, inter alia, the change in deferred tax assets/liabilities, the change in receivables from M/L 

Agreements and the changes in provisions 
 
 

RESEARCH, INNOVATION AND DEVELOPMENT ACTIVITIES  

During the first six months of 2018, the Isagro Group incurred research, innovation & development 

costs totalling € 6.9 million, of which € 3.4 million were capitalised against investments for the 

development, registration and the extraordinary protection of proprietary products worldwide; in the 

first six months of last year these expenses amounted to € 7.2 million, of which € 4.3 million were 

capitalised. 

 

A) RESEARCH AND INNOVATION 

The research activities carried out by the Group focused on several lines of research aimed at 

obtaining new candidates for development. At the beginning of 2018, the management team 

approved the proposal to continue with stage 2 of the development of a new molecule which, 

over the course of 2017, had been classified as “worthy of development”. The objective of 

achieving the qualification of “worthy of development” of another molecule by the end of 2019 

is confirmed. 

 

Research activities are focused on: 

• new series of broad-spectrum fungicides, in addition to that belonging to the SDHi class 

whose development started in 2012. The projects continued regularly and all the activities 

which are at the current phase of stage 1 were performed successfully, enabling the 
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advancement of the projects towards the new phases of stage 1, already planned for 2018. 

The 2018 activity plan will focus mainly on candidates considered of interest; 

• new candidates to combat soil parasites. One product line was confirmed: the new 

“nematicide” molecule, with a competitive profile such as to deserve transition from end of 

stage 1 to start of stage 2. In addition, although in an earlier phase, research on other 

differential lines is continuing with the objective of creating an area of strategic strength for 

the company in this segment; 

• new series of herbicides for arable crops. Two research lines were identified during 2017, of 

which one has already produced two candidates of potential value for an intermediate phase 

of stage 1 during 2018, while the second line is at an earlier stage and will be better assessed 

during the year. 

In compliance with the objectives and the schedules of the projects, studies continued for the 

identification of new copper-based formulations capable of acting at a lower dosage and with a 

broader spectrum than those already in the market.  

Lastly, the evaluation of new biostimulant products, alone or in combination with other 

molecules, continued: in this regard, a new formula proving interesting from "top profile" studies 

has moved on to the pre-sales assessment stage and profile studies will be conducted on second-

generation formulas. 

 

B) PRODUCT DEVELOPMENT 

The main development activities carried out during the first half of 2018 are illustrated below. 

 

Fluindapyr (or Succinate dehydrogenase inhibitor or SDHi, formerly IR9792) - a broad spectrum 

fungicide 

In the second quarter of 2018, regulatory studies continued on the active ingredient and on the 

representative formulation, which envisages submitting the registration dossier for the inclusion 

in Annex I of the technical active ingredient in the European Union in the second half of this 

year. In April of this year, a meeting was held with the German authorities (pre-submission 

meeting). Germany will, in fact, be the reporting Member State; on that occasion, Italy was 

confirmed as the co-reporting Member State. 

In China, following the submission of the dossier of the technical active ingredient at the end of 

October 2017 and earlier than planned, testing continues which envisages the completion of field 

trials in 2019. 

In Brazil, following the submission of the dossier of the active ingredient and of two formulations 

in the first half of the current year, testing has started on a third formulation containing three 

active ingredients, the dossier for which is expected to be submitted in 2019. Other solutions are 

being evaluated/studied based on the objectives and on any commercial agreements.  

The field trials programme is continuing in the major strategic areas of South America (Argentina 

in particular) and China. 

Furthermore, the field trials and processing programme addressed to completing the Biological 

Assessment Dossier (BAD) for the single formulations and mixture envisaged for the European 
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market continued. This programme will conclude in 2019, in time for the submission of the 

formulations different to the representative formulation. 

 

Tetraconazole - a broad spectrum fungicide 

Activities were focused on the following projects: 

• the coordination of the planning and performance of the studies required to renew the 

approval of the active ingredient in the European Union; 

• the follow-up of the last re-registration processes of formulations in Europe (STEP 2 of the 

European review process), still in progress; 

• the follow-up of the sending of the studies to the USA for re-registration and the preparation 

of a draft agreement with Sipcam Agro USA for data compensation relating to new studies 

conducted; 

• the submission of new registrations, via Mutual Recognition: 

o of straight formulations in different countries in the central area of the European Union 

(Belchim project); 

o of mixtures (tetraconazole/chlorothalonil) in the Southern area (Italy, Bulgaria). 

• the preparation of dossiers for the registration of the tetraconazole/azoxystrobin mixture in 

several non-EU countries (Iran, Malaysia, Morocco, Paraguay). 

 

Copper-based products 

With reference to copper-based products, the main activities were as follows: 

• the follow-up of the re-registration processes of formulations in Europe (STEP 2 of the 

European review process); 

• the participation in the European Copper Task Force’s follow-up for the renewal of copper 

Salts approval at European level;   

• the completion of the registration dossier of formulations containing oxychloride and 

hydroxide for Germany, Albania and the Czech Republic; 

• the follow-up of the registration process at the European Center of the Airone SC and Airone 

WG formulations; 

• the registration of the Grifon SC formulation (coloured version of the Airone SC) in the 

Czech Republic and Belgium. 

 

Kiralaxyl® (or Benalaxyl-M, formerly IR6141) - active isomer of Benalaxyl 

The development activity focused, inter alia, on the following projects: 

• the follow-up for checking the document for reassessment of the available toxicological 

studies on Kiralaxyl; 

• the follow-up of the re-registration process in EU member states for all formulations 

containing Kiralaxyl registered in Europe (STEP 2), after the inclusion in Annex 1 of EC 

Regulation 1107/2009; 

• the support to Isagro Colombia for submitting the registration dossier to register Fantic Star 

in Ecuador and Peru; 



14 
 

• the follow-up of the project for the registration of Fantic M WP in Pakistan; 

• the coordination with Gowan for registration activities to support the business development 

of Kiralaxyl-based formulations in the European Union; 

• the preparation of the dossiers for the revision in the European Union of the maximum residue 

limits according to article 12 of the European Regulation; 

• the follow-up and preparation of the additional documentation requested by the French 

authorities (Reporting Table) for the zonal registration of Fantic A (Benalaxyl-M + Airone) 

in Southern Europe; 

• the preparation of the dossier for the registration of Fantic A (Benalaxyl-M + Airone) in 

Turkey; 

• the preparation of the documentation and support to the local team for the preparation of the 

dossier for the registration of Fantic A (Benalaxyl-M + Airone) in Argentina. 

 

Biofumigant 

With reference to the Biofumigant, the main activities were as follows: 

• the continuation of the support activities to obtain registration in California (USA), Egypt and 

Jordan; 

• the preparation of the dossier for the registration of the substance on the basis of Regulation 

(EC) 1907/2006 (REACH); 

• the follow-up of activities to conduct the studies needed to demonstrate the equivalence of 

three new Chinese sources of the technical AITC active ingredient for the United States. 

It should also be noted that the Biofumigant has already obtained federal registration in the USA 

and that California, for which specific registration is expected by the end of the current year, is 

its main reference market. 

 

Biostimulants, microbiological products, pheromones  

The authorisation processes, which are underway or aimed at supporting the business, continued 

to be monitored. The registrations of biostimulants Ergostim XT and Goleador were obtained in 

Brazil.  

As regards pheromones, the development and first presentation of the new Ecodian CT for 

containment of the main lepidopterans of the chestnut in Italy have produced encouraging results. 

In 2018, technical and commercial positioning will continue for the submission of the application 

for registration of the formulation in Italy and the simultaneous request for the inclusion of the 

active ingredient in Annex I.  

 

C) REGISTRATIONS OBTAINED 

In the first half of 2018, 22 new sales authorisations were obtained, including: Badge WG 

(copper-based formulation) in Slovakia, Airone SC (copper-based formulation) in Brazil, Czech 

Republic and Belgium (under the brand name Grifon SC in the latter two countries), Curzate E 

WG (copper-based formulation) in Malta, Siapton (biostimulant) in Russia, Concorde 
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(formulation based on tetraconazole) in France, Scatto (formulation based on deltamethrin) in 

Germany, Goleador and Ergostim XT (biostimulants) in Brazil. 

 

SIGNIFICANT EVENTS IN THE FIRST HALF OF 2018 

A) COMMERCIAL AGREEMENT BETWEEN ISAGRO AND ARYSTA LIFESCIENCE 

Between the end of 2017 and the beginning of 2018 Isagro and Arysta LifeScience, a sister 

company of Platform Specialty Products, have finalized a long-term commercial agreement for 

the distribution in Brazil of mixtures based on the fungicide Fluindapyr, Isagro’s new proprietary 

active ingredient, for use in that country on soybeans for protection against Asian Rust and on 

other extensive crops (e.g. corn, wheat, cotton, coffee). Under this agreement, on July 3rd, 2018, 

Isagro received the amount of US$ 9 million from Arysta LifeScience, already reflected in the 

Income Statement for the first half of 2018.  

 

B) APPOINTMENT OF THE GENERAL MANAGER 
 

On March 14th, 2018, Davide Ceper, formerly Isagro’s Chief Commercial Officer, was appointed 

as the Company’s General Manager. The General Manager is directly responsible for all 

activities relating to operations, assuming the role of “Manager with strategic responsibilities”. 

 

C) TAX ASSESSMENT 

As already reported in previous Reports, note that, on the basis of the previous Formal Notice of 

Assessment (hereinafter “FNA”) of July 31st, 2017 regarding tax years 2012, 2013 and 2014, on 

November 28th, 2017, the Revenue Agency had notified to Isagro S.p.A. two assessment notices 

(for IRES and IRAP purposes), for tax year 2012, with which it had made a total of € 3.4 million, 

relating to transfer pricing, newly subject to taxation; furthermore, with regard to tax years 2013 

and 2014 (not notified), the FNA pointed out findings of a further € 4.4 million, giving a total of 

€ 7.8 million newly subject to taxation. 

On February 5th, 2018, the parties started the process of cross examination, following the tax 

settlement proposal submitted by Isagro on January 19th, 2018. 

On April 24th, 2018, after the assessment process was concluded, the parties reached a settlement 

of the newly taxable amounts of € 2.6 million, against the original € 7.8 million. 

For IRES purposes, this led to a reduction of the tax losses carried forward and the use of foreign 

tax receivables amounting to € 2.6 million and, for IRAP purposes, the payment of € 133 

thousand to settle the years in question. 

  

D) DISTRIBUTION AGREEMENT WITH GOWAN COMPANY LLC OF OCTOBER 18TH, 2013  

With reference to and following the request for a discount in January 2018 from Gowan 

Company, announced as one of the events subsequent to the financial statements as at December 

31st, 2017, to which we refer, on April 23rd, 2018, Gowan submitted a request for arbitration in 

the State of New York (at the headquarters of the International Court of Arbitration - notified to 

Isagro USA on April 30th, 2018 as counterparty to the distribution agreement in question). After 
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seeking to reach a settlement agreement, although it retained Gowan’s request as unfounded, on 

June 29th, 2018, Isagro USA filed its written defence with the New York International Court of 

Arbitration, appointing its arbitrator on this occasion. Subsequently, Gowan filed (i) a request 

for a third-party summons of Isagro S.p.A. as the guarantor of Isagro USA and (ii) a document 

responding to the written brief of Isagro USA. Isagro USA appealed, on August 20th, 2018, 

against the request for a third-party summons of Isagro S.p.A., and will submit further written 

defences to support its position within the set term. We are waiting for the first hearing for the 

discussion to be set. 

 

E) APPROVAL OF 2017 FINANCIAL STATEMENTS AND APPOINTMENT OF THE NEW BOARD 

OF DIRECTORS 

On April 24th, 2018 the Shareholders’ Meeting of Isagro S.p.A.: 

• reviewed the 2017 consolidated results and the non-financial Report of the Isagro Group and 

approved the 2017 financial statements of Isagro S.p.A., including the Directors' 

Management Report, as approved by the Company’s Board of Directors on March 13th, 2018 

and already communicated to the Market. The item “Retained earnings after Growth Shares 

listing - pursuant to Article 24 of the By-Laws” for Euro 1,454,684 and the item “Retained 

earnings” for Euro 804,635 were utilized to cover the loss of the year of Euro 2,259,319; 

• resolved to increase the number of members of the Board of Directors from 8 to 11 and 

appointed, until approval of the financial statements as at December 31st, 2020, the new Board 

of Directors, composed as follows: Giorgio Basile (Chairman), Maurizio Basile, Riccardo 

Basile, Roberto Bonetti, Silvia Lazzeretti, Margherita Zambon, Enrica Maria Ghia 

(Independent Director), Marcella Elvira Antonietta Logli (Independent Director), Giuseppe 

Persano Adorno (Independent Director), Erwin Paul Walter Rauhe (Independent Director) 

and Angelo Zaccari (Independent Director). 

 

On the same date, the Shareholders’ Meeting resolved in favour of the Report on Remuneration 

– first section – prepared pursuant to article 123-ter of Italian Legislative Decree 58/1998 and 

article 84-quater of the Issuers’ Regulation adopted by Consob Resolution no. 11971/1999. 

 

Subsequently, on May 2nd, Isagro’s new Board of Directors resolved: 

• to appoint the following until approval of the financial statements as at December 31st, 2020: 

o Giorgio Basile as Chief Executive Officer - C.E.O.; 

o Maurizio Basile as Deputy Chairman; 

o Directors Enrica Maria Ghia, Marcella Elvira Antonietta Logli, Giuseppe Persano 

Adorno, Erwin Paul Walter Rauhe and Angelo Zaccari as members of the Independent 

Directors Committee; 

o Director Erwin Paul Walter Rauhe as Lead Independent Director; 

• to form the Appointments and Remuneration Committee, appointing Independent Directors 

Angelo Zaccari (President), Enrica Maria Ghia and Giuseppe Persano Adorno as its 

members; 
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• to form the Control, Risks and Sustainability Committee, appointing Independent Directors 

Marcella Elvira Antonietta Logli (President), Enrica Maria Ghia and Giuseppe Persano 

Adorno as its members; 

• to appoint Ruggero Gambini as the “Manager charged with preparing the Company’s 

financial reports”. 

 

On the same date, pursuant to article 3 of the Corporate Governance Code of listed companies 

and article 144-novies of the Consob Issuers’ Regulation, the Board assessed the possession of 

independence requirements by the Directors Enrica Maria Ghia, Marcella Elvira Antonietta 

Logli, Giuseppe Persano Adorno, Erwin Paul Walter Rauhe and Angelo Zaccari, appointed as 

Independent Directors. 

 

F) APPROVAL OF THE 2018-2021 RETENTION AND INCENTIVE PLAN AND 

AUTHORISATION TO PURCHASE GROWTH SHARES AND TO SELL TREASURY ORDINARY 

SHARES 

Following the proposal of the Board of Directors on March 13th, 2018, the Shareholders’ Meeting 

approved the long-term retention and incentive plan named “2018-2021 Restricted Shares and 

Performance Shares Plan”, which provides the free assignment of Growth Shares to the top 

management of Isagro. Furthermore, the Shareholders’ Meeting authorised the Board of 

Directors to proceed, for the above-mentioned Plan, with the purchase of Growth Shares (up to 

a maximum of 1,000,000 shares) and to sell 50,000 Treasury Ordinary Shares. 

 

G) WITHDRAWAL  FROM FRAMEWORK AGREEMENT WITH GOWAN  

On June 25th, 2018 (following a resolution of the Board of Directors, with the approval of the 

Independent Directors Committee pursuant to the procedure that regulates related party 

transactions), Isagro sent to Gowan - with an appropriate notice period of 6 months - the 

withdrawal from the contract having an unlimited term called “Framework Agreement”, signed 

on July 30th, 2013 by Piemme S.r.l., Isagro S.p.A. and Gowan Company LLC, considering it no 

longer in line with Isagro’s interests. It shall be noted, however, that all commercial agreements 

that have already been signed will remain in place.  

 

EVENTS SUBSEQUENT TO JUNE 30th, 2018 

A) ESTABLISHMENT OF ISAGRO KENYA 

On July 18th, 2018, Isagro Agrosolutions Kenya Limited was established, wholly controlled by 

Isagro S.p.A., which will initially be tasked with supporting registrations, market intelligence and 

local marketing. 

HUMAN RESOURCES  

The actual workforce as at June 30th, 2018 of the Isagro Group came to 662 employees, as 

summarized in the following table. 
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Number of 
employees June 30th, 2018 June 30th, 2017 Difference 

Executives 46 53 -7 

Middle managers 146 136 +10 

White-collar 
workers* 

359 329 +30 

Blue-collar workers 111 103 +8 

Total 662 621 +41 
   Table 5: Number of Isagro employees 

 

*includes workers with special skill level   

 

The workforce as at June 30th, 2018 had, therefore, increased by 41 employees compared to the first 

half of 2017. The changes are essentially due to the foreign subsidiaries. More specifically, 33 

employees were hired by Isagro Asia (25 in the commercial area, with a view to expanding the 

geographic coverage of the Indian market, and 8 in purchasing, IT and administration functions), 

while the remaining employees were hired to the commercial functions of Isagro Brasil and Isagro 

Columbia.   

 

The period was also characterised by a significant turnover, with the exit in particular, between the 

second half of 2017 and the first quarter of 2018, of the C.O.O. and the Group Director Business 

Development & Product Management. 

As regards Isagro S.p.A., on March 14th, 2018, as illustrated in the paragraph entitled “Significant 

events in the first half of 2018”, the General Manager was appointed and, from April 1st, 2018, 

Gianluca Fusco joined the company as Group Director Marketing & Sales. 

 

In November 2017, with the support of a consulting firm, a project (called “Fit for our future”) was 

launched, which seeks to identify possible areas for improvement in the organisational processes 

transversal to the organisation, to define and enhance approaches and methods that encourage 

cooperation and organisational wellbeing in view of Isagro’s future business challenges. 

The consulting firm had defined the methods and rules of the project, while the employees had had 

responsibility both for identifying the processes to be improved and for designing and testing the 

solutions.  

The project was concluded in January 2018, and in March 2018 the results of the work undertaken 

were presented at the meetings held at the beginning of the year in all of the Italian locations. 

In June 2018, the “Fit for our future” project continued to be implemented through another important 

initiative that involved Isagro employees throughout the world. More specifically, a survey prepared 

by an International Research Centre (High Performance Organisation - HPO Centre), was launched, 

with the objective of enhancing and complementing the results that had emerged during the course 

of the project and establishing a quantitative starting point from which to measure the progress made 

by our organisation over time. 
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84% of the population responded to the survey in just over a week, demonstrating the high level of 

participation and of agreement with the objective of having an increasing efficient organisation in 

the future. 

The results were presented to Top Management in July and, after the summer break, the activities 

that the Group should launch to respond to the indications that emerged, will be announced. 

 

During the first half of 2018, relations with the Trade Unions continued on a mutual cooperation 

basis, which enabled excellent results to be achieved within the sphere of industrial relations 

management.  

The main activities were: 

• the sharing and definition of specific agreements on working hours, which adopt all the flexibility 

opportunities offered by the National Labour Contracts. This allowed implementation of changes 

in working hours at the industrial sites, which became necessary to guarantee the different 

production demands and to optimise the overall company organisation; 

• the renewal of the framework agreement for the 2017-2019 three-year period relating to the 

Participation Bonus for all locations of Isagro S.p.A.. The new agreements incorporated the legal 

changes pertaining to tax and social security benefits in the “performance bonuses” and they 

provide also for the option, available to workers, of replacing all or part of the bonus accrued 

with the reimbursement of the costs incurred by them for the corporate welfare services identified 

in the agreements. In May 2018, the bonus accrued on the basis of the objectives reached in 2017 

was awarded (first year of the three-year period of the new agreements) and the participation of 

employees in welfare services represented 20% of the total workforce and 30% with respect to 

the bonus accrued. 

 

SELECTION AND TRAINING 
In accordance with the content of the annual plan implemented in all the operating units, training 

activities continued regarding Quality, Safety and the Environment, learning foreign languages 

(English and Spanish) and specific technical training for specialist professional skills. 

As regards selection, the agreement at Group level with the professional social network “LinkedIn” 

to recruit specific professionals with highly specialised skills continued.  

Isagro also uses the services of Headhunters to identify candidates for high-level positions. 

 

ORGANISATION, MANAGEMENT AND CONTROL MODEL PURSUANT TO ITALIAN 

LEGISLATIVE DECREE 231/2001 

Since 2006, the Board of Directors of Isagro S.p.A. has adopted an Organisation, Management and 

Control Model pursuant to Italian Legislative Decree 231/2001 (hereinafter also the “Model”) and 

appointed the Supervisory Body. 

As already illustrated in the previous Report, note that starting from January 2018, Isagro S.p.A. 

began activities aimed at updating and supplementing the Model and the Group Code of Ethics 

(integral part of the same), with a view to reflecting the following new legal provisions introduced 
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into the body of Italian Legislative Decree 231/2001: crimes on the subject of illegal immigration, 

crime of gangmastering, reformulation of corporate crimes and prescriptions on the subject of 

reporting crimes or irregularities (“whistleblowing”). 

The integrated and updated version of the Model and of the Code of Ethics was first examined and 

validated by the Supervisory Body on July 26th, 2018, and then examined and approved by the Board 

of Directors at today’s meeting. 

The task of monitoring the functioning of and compliance with the Model and arranging its updating 

was assigned to the Supervisory Body (composed of external members Renato Colavolpe and 

Antonio Zoncada and by Laura Trovato, Isagro’s Internal Auditing Manager), whose three-year term 

was renewed by the Board of Directors on May 2nd, 2018, and will expire on the approval of the 

financial statements as at December 31st, 2020. 

 

CHANGES TO THE CORPORATE GOVERNANCE CODE 

Isagro S.p.A. adopted the Corporate Governance Code of listed companies as its point of reference 

for an effective corporate governance structure.  

On July 16th, 2018, the Corporate Governance Committee approved the changes to the above Code. 

The new version of the document was formally adopted with a resolution of the Board of Directors 

on August 1st, 2018. 

 

LEGAL PROCEEDINGS  

With reference to legal proceedings in progress, for which there are no significant updates to report 

compared to those reported as at December 31st, 2017, with the exception of that illustrated in the 

paragraph above entitled “Significant events in the first half of 2018”, reference should be made to 

the specific paragraph of the Explanatory Notes. 

 

TRANSACTIONS WITH RELATED PARTIES  

Transactions with related parties, including intercompany transactions and those with Gowan, cannot 

be defined as atypical and/or unusual transactions and form part of the normal business of the Group 

companies. These transactions are carried out at arm's length, taking into account the characteristics 

of the goods and services traded. 

As regards the economic and equity effects of transactions with related parties, reference should be 

made to information given in the Explanatory Notes to these condensed consolidated half-year 

financial statements. 

 

OBSERVATIONS ON THE FINANCIAL PROFILE AND THE GOING CONCERN  

As at June 30th, 2018 your Group was showing a sound and balanced financial structure, with a 

debt/equity ratio of 0.47 and Equity exceeding Fixed Assets including current provisions, other 
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short-term assets and liabilities and the SIF, with a portion of approximately € 15 million of Net 

working capital directly financed by Equity and liquidity of € 43 million.  

As already mentioned, during the first six months of 2018, however, the parent Isagro S.p.A. 

obtained new medium-long term loans of € 16.0 million, which raised the average duration of its 

financial debt at a low cost.  

The repayment of the portion of the medium/long term debt maturing in the second half of 2018 will 

be guaranteed by current liquidity together with operating cash flows, and the use, where necessary, 

of available short-term bank credit facilities. 

Lastly, the parent Isagro S.p.A. will continue to seize opportunities for new medium/long-term 

financing to replace expiring loans, therefore guaranteeing continuity with the ratio achieved 

between asset duration and debt duration. 

 

In light of the above, these condensed consolidated half-year financial statements as at June 30th, 

2018 have been prepared on a going concern basis. 

 

USE OF ESTIMATES 

The preparation of the consolidated financial statements requires estimates and assumptions that 

affect the reported amounts of the assets and liabilities, and the disclosure relating to contingent 

assets and liabilities as at the reporting date. Consequently, the results actually achieved could then 

differ from said estimates. 

The estimates are used in order to recognise the provisions for doubtful debts and inventory 

obsolescence, as well as depreciation and amortisation, impairment losses, employee benefits, tax 

and other provisions. The calculation of the fair value of the performance obligations identified in 

contracts that envisage more than one service is also an estimate; this usually regards M/L 

Agreements, such as that signed in the first half of 2018 by Isagro and Arysta. The estimates and the 

assumptions are periodically reviewed and the effects of any changes are reflected in the Income 

Statement.  

 

OUTLOOK FOR THE CURRENT YEAR 

The 2018 full-year results are expected to improve versus 2017 thanks mostly to growth of Isagro 

Asia (still not reflected in the first half financial results) and higher initial revenues from new M/L 

Agreements (incorporated in the first half financial results in the Income Statement but still not 

reflected in the Net financial position). 

 

Furthermore, for the medium term (by 2020/2021), Isagro confirms a consolidated sales target of 

around € 200 million, based on the implementation of the following Strategic Guidelines: 

1. discovery of new molecules by ourselves; 

2. development of proprietary molecules through agreements with Third Parties; 

3. M/L Agreements to expand the commercial exploitation of our products; 
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4. growth in the Biosolutions business; 

5. expansion of our global commercial organisation; 

6. selective growth actions through acquisitions. 

 

COMMENTS ON THE STOCK MARKET VALUE OF ISAGRO SHARES 

With reference to the prices of Ordinary Shares and Growth Shares of Isagro on the “STAR” segment 

of the Stock Market managed by Borsa Italiana S.p.A., it should be noted that: 

1. the total market capitalisation of Isagro as at September 3rd, 2018, i.e., considering both the 

capitalisation of Ordinary Shares and that of Growth Shares, amounted to 52% of the book value 

of Equity as at June 30th, 2018, which, in turn, provides a lower value for the real net market 

value of your Group’s assets; 

2. the average discount applied by the Market to the Growth Shares with respect to the Ordinary 

Shares, equal to 17% as at September 3rd, 2018, in the opinion of the Company’s management 

is not justified from an economic/financial standpoint. 

 

In relation to the above, it is expected that the achievement of the first target mentioned above (with 

medium-term sales of approximately € 200 million) will already enable a large part of the asset-side 

“embedded” value to be transferred to the Income Statement results and cash flows, thus not 

recognizing the current surplus of Equity with respect to stock market capitalisation as an asset 

impairment indicator. 

 
With reference to the second point referred to at the start of this section, it should be recalled that 

Growth Shares, issued by Isagro in May 2014, are a new class of Special Shares, specially tailored 

for companies having a Controlling Subject (in Isagro’s case, Piemme S.r.l.), that (i) in the absence 

of the voting right provide an extra-dividend with respect to Ordinary Shares (20% for Isagro), when 

a dividend for these shares is resolved, and (ii) envisage an innovative protection mechanism for the 

investor, according to which, if the Controlling Subject loses control, and in the event of any 

compulsory public offer (OPA), the Growth Shares are automatically converted into Ordinary 

Shares. Furthermore, Isagro Growth Shares are characterised by a free float amounting to around 

13.7 million shares, compared with 11.4 million Ordinary Shares, which makes them more liquid 

than the latter. 

Based on the afore-mentioned reasons, Isagro deems there is not rational justification, thus based on 

economic/financial considerations, for the existence of a spread to the detriment of the Growth 

Shares.  
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Attachment 1 

RECLASSIFIED CONSOLIDATED INCOME STATEMENT 

        
  1st half 1st half   

Differences 
Year 

(€ 000)  2018 2017  2017 
        
              
Revenues from sales and services 89,045  86,871   +2,174 +2.5% 149,580  
        
Other revenues and income 2,144  1,859   +285  3,299  
Consumption of materials and external services (67,691) (66,043)  -1,648  (107,953) 
Changes in inventories of products 5,784  4,810   +974  (2,316) 
Costs capitalised for internal work 1,025  1,198   -173  2,204  
Allowances and provisions (1,186) (405)  -781  (1,000) 
Labour costs (14,959) (15,684)  +725  (29,427) 
Bonus accruals (814) (712)  -102  (1,830) 
              
EBITDA 13,348  11,894   +1,454 +12.2% 12,557  
% on Revenues 15.0% 13.7%    8.4% 
              
Depreciation and amortisation:        
- tangible assets (1,792) (1,939)  +147  (3,882) 
- intangible assets (2,794) (2,584)  -210  (5,316) 
- write-down of tangible and intangible assets (7) -  -7  (490) 
             
EBIT 8,755  7,371   +1,384 +18.8% 2,869  
% on Revenues 9.8% 8.5%    1.9% 
              
Interest, fees and financial discounts (109) (208)  +99  (863) 
Gains/(losses) on foreign exchange and derivatives (378) (27)  -351  154  
Revaluations of equity investments 109  83   +26  135  
             

Result before taxes 8,377  7,219   +1,158 +16.0% 2,295  
              
Current and deferred taxes (2,946) (2,641)  -305  (1,882) 
             

Net profit from continuing operations 5,431  4,578   +853 +18.6% 413  
              
Net profit/(loss) from discontinued operations - -  -  (200) 
             

Net profit 5,431  4,578   +853 +18.6% 213  
              

 
 



Attachment 2 

RECLASSIFIED CONSOLIDATED BALANCE SHEET  

         

(€ 000)  

June 30th, 
2018 

January 1st, 
2018 as per 

IFRS 9 

 Differences 
June 30th, 

2017 
Dec. 31st, 

2017 

               
Net fixed assets         
Goodwill 3,437  3,377   +60  3,431  3,377 
Other intangible assets 50,540  49,774   +766  50,113  49,774 
Tangible assets 19,572  20,553   -981  20,963  20,553 
Financial assets 502  437   +65  396  437 
Other medium/long-term assets and liabilities 12,483  13,478    -995   13,205  12,693 
Total net fixed assets 86,534  87,619    -1,085 -1.2% 88,108  86,834 
Net current assets         
Inventories 52,014  45,040   +6,974  52,142  45,040 
Trade receivables 50,133  41,480   +8,653  49,689  44,502 
Trade payables (39,420) (30,998)  -8,422  (37,426) (30,998) 
Subtotal of Net working capital 62,727  55,522   +7,205  64,405 58,544 
        
Current provisions (1,162) (2,055)  +893  (996) (2,055) 
Other current assets and liabilities 2,191  4,795    -2,604   1,897  4,795 
Subtotal of Other assets and liabilities  1,029  2,740    -1,711   901 2,740 
Total net current assets 63,756 58,262    +5,494 +9.4% 65,306  61,284 

         
Invested capital 150,290  145,881    +4,409 +3.0% 153,414  148,118 
Severance Indemnity Fund (SIF) (2,428) (2,591)  +163 -6.3% (2,520) (2,591) 
Net invested capital 147,862  143,290    +4,572 +3.2% 150,894  145,527 
Held for sale non-financial assets and        
liabilities - -  -  - - 
Total 147,862 143,290    +4,572 +3.2% 150,894  145,527 
financed by:         
Equity         
Capital stock 24,961  24,961   -  24,961  24,961 
Reserves and retained earnings 80,411  80,877   -466  82,959  82,901 
Translation reserve  (10,198) (8,769)  -1,429  (7,278) (8,769) 
Profit of the Group 5,431  -  +5,431  4,578  213 
Total equity 100,605  97,069    +3,536 +3.6% 105,220  99,306 

         
Net financial position         
Medium/long-term debts:         
- due to banks 43,290  43,728   -438  38,320  43,728 
- due to other lenders and leasing companies 1,411  1,581   -170  1,757  1,581 
- other financial assets/(liabilities) and IRS and 
trading derivatives (2,495) 26    -2,521   22  
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Total medium/long-term debts 42,206  45,335    -3,129 -6.9% 40,099 45,335 
Short-term debts:        
- due to banks 45,283  32,541   +12,742  31,483  32,541 
- due to other lenders and leasing companies 2,956  348   +2,608  349  348 
- other financial assets/(liabilities) and IRS and 
trading derivatives 45  (302)   +347   (1,257) 

 
(302) 

Total short-term debts 48,284  32,587    +15,697 +48.2% 30,575  32,587 
               
Cash and cash equivalents/bank deposits (43,233) (31,701)   -11,532 +36.4% (25,000) (31,701) 
         
Total net financial position 47,257  46,221    +1,036 +2.2% 45,674  46,221 

        
Total 147,862  143,290    +4,572 +3.2% 150,894  145,527 
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Attachment 3 

CONSOLIDATED CASH FLOW STATEMENT  

  
1st half 
2018* 

1st half 2017 (€ 000)  
 

      

Opening cash and cash equivalents (at January 1st) 31,701  16,459  
      

Operating activities   
Net profit 5,431  4,578  
- Depreciation of tangible assets 1,792  1,939  
- Amortisation of intangible assets 2,794  2,584  
- Impairment of tangible and intangible assets 7 - 
- Provisions (including severance indemnity fund) 989  824  
- Provisions to incentive and retention plan 19 - 
- Gains from disposal of tangible and intangible assets (26) - 
- Interests from held for trading assets (384) (107) 
- Net interest expense due to financial institutes and leasing companies 779  497  
- Net charges/(incomes) on derivative instruments 747  (1,016)  
- Result on investments valued with the equity method (109) (83) 
- Income taxes 2,946  2,641  
Cash flow from current operations 14,985  11,857  
- (Increase)/decrease in trade receivables (9,372)  204  
- Increase in inventories (7,277) (6,303) 
- Increase in trade payables 8,661 6,215 
- Net change in other assets/liabilities 889  2,489  
- Use of provisions (including severance indemnity fund) (2,007) (1,977) 
- Net interest expense due to financial institutes and leasing companies paid (795) (437) 
- Cash flow from derivatives instruments (609) (312) 
- Income taxes paid (422) (1,471) 
Cash flow from operating activities 4,053 10,265 
   
Investment activities   
- Investments in intangible assets (3,565) (4,520) 
- Investments in tangible assets (947) (414) 
- Net sale price on disposal of tangible and intangible assets  27 31 
- Cash flow from assets held for trading 384  107  
Cash flow for investment activities (4,101) (4,796) 
   
Financing activities   
- Contracting of non-current financial debt 16,000  12,951  
- Repayment of non-current financial debt (15,225) (9,168) 
- Contracting/(repayment) of current financial debt 13,912 (656) 
- Increase in financial receivables (2,503) - 
- Purchase of own Growth Shares (295) - 
- Sales of Treasury Ordinary Shares 78 - 
Cash flow from financing activities 11,967  3,127  
   
Change in translation difference (387)  (55)  
   
Cash flow for the period         11,532  8,541  
   
Closing cash and cash equivalents (as at June 30th) 43,233  25,000  
*Cash flows calculated as the difference between the figures as at June 30th, 2018 and those as at December 31st, 2017 
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EXPLANATORY NOTES ON THE ALTERNATIVE PERFORMANCE 

INDICATORS  

 

In compliance with the ESMA recommendation on alternative performance indicators 

(ESMA/2015/1415), note that the reclassified statements presented in this Directors’ 

Management Report contain certain differences in terminology used and the degree of detail 

compared to the official statements presented in the following tables. 

The reclassified Consolidated Income Statement, provided in Attachment 1, introduces in 

particular the significance of EBITDA , which in the Consolidated Income Statement equates 

to the Gross operating profit. 

The reclassified Balance Sheet, as provided in Attachment 2, was prepared on the basis of 

items recognised in the corresponding sections of the consolidated Balance Sheet, and 

introduces the following items: 

• Net fixed assets, given by the difference between, on one hand, the aggregate of the 

items “Tangible assets", "Intangible assets", "Goodwill", "Equity-accounted investees", 

"Non-current receivables and other assets", "Deferred tax assets", and, on the other hand, 

the aggregate of the items "Deferred tax liabilities" and "Other non-current liabilities"; 

• Net current assets, given by the difference between, on one hand, the aggregate of the 

items "Inventories", "Trade receivables", "Other current assets and other receivables", 

"Tax receivables" and, on the other hand, the aggregate of "Trade payables", "Current 

provisions", "Tax payables" and "Other current liabilities and other payables"; 

• Invested capital, given by the algebraic sum of “Net fixed assets” and “Net current 

assets”; 

• Net invested capital, given by the algebraic sum of “Invested capital” and “Employee 

benefits - Severance indemnity fund”.  

With reference to the “Cash flows - summary data” section of this Report, it should be noted 

that: 

• Investments, corresponds to the “Cash flow for investment activities” indicated in the 

Cash Flow Statement; 

• Net Working Capital (NWC) , is given by the sum of “Inventories”, “Trade 

receivables” and “Trade payables”; 

• Free Cash Flow (FCF), is given by the difference in the item “Net Financial Position” 

in the reference periods considered in the analysis. 
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INFORMATION PURSUANT TO ARTICLE 15 OF CONSOB REGULATION 

20249/2017 

Pursuant to Article 2.6.2, paragraph 15 of the Regulation of Markets organised and managed 

by Borsa Italiana S.p.A., Isagro S.p.A. hereby certifies that the requirements set forth under 

Article 15, paragraphs a), b) and c) of Consob Regulation 20249/2017 are fulfilled for 

subsidiaries established and regulated by the laws of countries that are not member states of 

the European Union. 

 

INFORMATION PURSUANT TO ARTICLE 16 OF CONSOB REGULATION 

20249/2017 

Pursuant to Article 2.6.2, paragraph 13 of the Regulation of Markets organised and managed 

by Borsa Italiana S.p.A., Isagro S.p.A. hereby certifies that the Company’s shares are validly 

admitted to trading, as the inhibitory conditions set forth in Article 16 of Consob Regulation 

20249/2017 do not apply. 

 

INFORMATION UNDER THE TERMS OF ARTICLES 70 AND 71 O F CONSOB 

REGULATION 11971/99 (ISSUERS’ REGULATION) 

Note that, on September 25th, 2012, pursuant to article 3 of Consob Resolution no. 18079 of 

January 20th, 2012, the Board of Directors of Isagro S.p.A. resolved to apply the opt-out 

regime under articles 70, paragraph 8, and 71, paragraph 1-bis of the Issuers’ Regulation. 

Isagro therefore availed of the option to derogate from the obligation to publish information 

documents required for significant mergers, spin-offs, share capital increases through 

contribution of assets in kind, acquisitions or disposals. 

CERTIFICATION OF THE MANAGER CHARGED WITH PREPARING THE 

COMPANY’S FINANCIAL REPORTS 

The Manager charged with preparing the company’s financial reports, Mr. Ruggero Gambini, 

hereby certifies, pursuant to Article 154-bis, paragraph 2 of the Consolidated Law on Finance, 

that the financial information in the Condensed consolidated half-year financial statements as 

at June 30th, 2018 is consistent with the entries in the accounting books and records. 

 
 


