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25 August 2017 

 

Eurocash Group publishes results for Q2 2017 

Double-digit sales growth and higher gross margin driven by acquisitions in the retail 

segment. Eurocash has been harmed by external entities participating in a VAT fraud 

mechanism, as a result of which its financial results are weighed by a one-off provision for 

potential VAT liabilities.  

 

• In the second quarter of 2017, Eurocash Group’s consolidated sales reached nearly 
PLN 6.1 billion, up by 14% from the same period in 2016. In the first half of 2017, 
consolidated revenue reached nearly PLN 11.3 billion, denoting year-on-year growth 
of close to 12%. The key sales growth driver was acquisitions of companies, alongside 
organic expansion and new project development.  

• Consolidated gross sales margin in the second quarter of 2017 surpassed 11% and 
was 0.55pp higher than in the same period of 2016. This translated into 20% growth in 
gross profit on sales, which reached PLN 670 million. Cumulatively for this year’s first 
two quarters, gross margin reached 10.8% (up by 0.7pp), while gross profit on sales 
exceeded PLN 1.2 billion (+19% y/y).  

• The reported financial results take into account one-off burdens that result from an 
internal audit carried out by Eurocash. The audit showed that the Company was used 
by external entities participating in a VAT fraud mechanism. The negative impact of 
this event on Eurocash’s net profit in 2017 is approx. PLN 114 million, i.e. PLN 0.82 per 
share. The negative impact on Eurocash’s consolidated net debt will reach close to 
PLN 96 million. This situation will not have an impact on Eurocash’s dividend policy.  

• Normalised EBITDA, adjusted for the above one-off items, for the second quarter of 
2017 exceeded PLN 120 million, denoting growth by 9% from the same period of 2016. 
Normalised EBITDA for H1 2017 was close to last year’s level, reaching PLN 158 
million. EBITDA in the reporting period was impacted by Eurocash Group’s 
investments in the development of fresh product distribution to Delikatesy Centrum 
and the development of new retail formats such as Duży Ben, Kontigo, 1minute and 
abc na kołach.  

• Eurocash Group’s normalised net profit for Q2 2017 reached almost PLN 53 million, a 
level similar to that achieved in Q2 2016, while for H1 2017 it reached nearly PLN 38 
million, compared to PLN 55 million a year earlier.  

• In the second quarter, Eurocash Group recorded over PLN 260 million in net cash 
flows from operating activities, which – despite having paid out over PLN 100 million 
in dividend – made it possible to reduce the net debt ratio to 1.1x normalised EBITDA 
as of the end of June 2017, from 1.36 EBITDA in the preceding quarter.  

 

Commentary regarding potential VAT liability – Eurocash harmed by external entities participating in 

VAT fraud mechanism  

In August 2017, Eurocash completed an extensive and detailed audit on VAT settlements in the 

period 2013-2017. The analysis carried out by the Management Board indicates that the Company 

was used in a VAT fraud mechanism by a group of external entities in transactions concerning intra-
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Community delivery of goods. In view of the above, Eurocash might be obligated to refund VAT to 

the State Treasury. According to Management Board estimates, the amount of the refund may reach 

close to PLN 121.5 million.  

 

“Eurocash was scammed by a group of criminals involved in VAT fraud. After this was first signalled, 

we carried out an internal audit in order to establish the actual state. Our internal investigation 

confirmed that we had been cheated. The evidence is extensive. We submitted this to the Regional 

Prosecutor’s office in Poznań, alongside a notification of a suspected crime. We are hoping that this 

will help in the investigation. At the same time, we put up a security with the tax office for potential 

tax liabilities and in the future we will be pursuing remedies from the perpetrators. Having in mind 

the interest of the investigation, the Company will not be making further comments regarding this 

matter,” said Jacek Owczarek, Eurocash Group’s management board member and CFO.  

 

According to the Management Board of Eurocash, the payment of a potential VAT liability will not 

have an impact on Eurocash Group’s ability to conduct regular activities or on its dividend policy. 

However, it may have a material adverse impact on the Company’s results, which is recognised in 

the financial statements for the second quarter of 2017. The negative impact on Eurocash’s net profit 

in 2017 is approx. PLN 114 million (PLN 0.82 per share). The negative impact on Eurocash’s 

consolidated net debt will reach just under PLN 96 million. This is the amount that Eurocash has 

transferred to the tax office and it corresponds to the value of the potential VAT liability (PLN 121.5 

million), less overpaid CIT.  

“We have a very good liquidity position and a safe level of debt. At the end of June 2017, the net 

debt ratio was at 1.1x normalised EBITDA. The amount that we have paid to the tax office will be 

visible in the statement of cash flows for the third quarter. Had we recognised this payment as of the 

end of the second quarter, the net debt to reported EBITDA would have increased to 1.8x. This would 

have still been a safe level,” said Jacek Owczarek.  

 

Overview of Eurocash Group’s operating results  

“In this year’s second quarter as well as the entire first half of the year, Eurocash Group’s sales grew 

by double digits, which is mainly due to acquisitions finalised at the end of 2016 and start of 2017, 

and in particular the acquisition of a chain of nearly 250 EKO supermarkets in southwestern Poland. 

As previously announced, we began integrating the acquired locations with our Delikatesy Centrum 

chain. In the first half of the year, 11 EKO stores were rebranded as Delikatesy Centrum. The 

development of own retail segment is an important element in our strategy because it will allow us 

to build scale, which will give a competitive edge not just to Delikatesy Centrum franchisees but to 

all of the Group’s clients,” said Jacek Owczarek, Eurocash Group’s management board member 

and CFO. 

The number of own retail stores controlled by Eurocash Group at the end of H1 2017 included 452 

locations in the Inmedio chain, 116 in the Delikatesy Centrum chain and 244 in the EKO chain 

(including 11 that currently operate as Delikatesy Centrum). Total sales in the retail segment in the 

first six months of 2017 exceeded PLN 1.1 billion, compared to under PLN 470 million in the same 
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period of 2016. This segment’s EBITDA in H1 2017 exceeded PLN 20 million, compared to PLN 13 

million in the preceding year.  

Aside from the step increase in revenue in the retail segment, where growth was driven by 

acquisitions, Eurocash Group’s overall sales growth was also aided by expansion in wholesale 

channels.  

In the first half of 2017, sales in the Independent Wholesale segment (which mainly includes sales 

through wholesale chains Cash&Carry, Eurocash Alkohole and Eurocash Serwis) went up by nearly 

6% y/y to PLN 6.2 billion. The segment’s EBITDA in this period reached nearly PLN 71 million, 

compared to PLN 83 million in the previous year. The decline in EBITDA resulted from weaker results 

at Eurocash Serwis, which specialises in the distribution of cigarettes and impulse products. As 

expected, the restructuring of the Eurocash Cash&Carry chain, commenced this year, is yielding 

results. This format’s results have stabilised. After shutting down three locations in the first half of 

the year, their total number at the end of June was 187.  

The total number of stores in the “abc” partner network, which are the key clients of Eurocash 

Cash&Carry, went up by 50 locations in the first half of this year, ending June with 8 659 locations.  

In the first half of 2017, product sales in the Integrated Wholesale segment (covering especially 

product sales by Delikatesy Centrum and Eurocash Dystrybucja to clients operating in franchise and 

partner networks) reached nearly PLN 3.1 billion, a level similar to the same period in 2016. The flat 

year-on-year sales dynamic in this segment resulted from a change in the presentation of results 

generated by Delikatesy Centrum franchisee companies acquired by Eurocash (FHC-2, Madas, 

Firma Rogala). Their sales are current presented in the retail segment. The Integrated Wholesale 

segment’s EBITDA for the first half of 2017 exceeded PLN 125 million, i.e. nearly 25% more than a 

year earlier.  

Like-for-like wholesale at Delikatesy Centrum chain stores in the first half of 2017 went up by nearly 

11% y/y and by over 13% in the second quarter alone. The total number of stores belonging to the 

Delikatesy Centrum chain at the end of June 2017 increased by 16 to 1 102.  

The number of partner stores serviced by Eurocash Dystrybucja (Groszek, Euro Sklep, Lewiatan, 

PSD) at the end of the first half of 2017 was 4 789, up by 39 from the end of 2016.  

The Projects segment also has a significant impact on the financial results presented by Eurocash 

Group. This covers sales generated by innovative retail projects and formats being developed by 

Eurocash, such as Duży Ben, 1 minute, abc na kołach and Kontigo, as well as the distribution of 

high-quality fresh products to Delikatesy Centrum franchise stores, thanks to which these stores’ 

offering covering vegetables, fruit, meat and cold cuts is becoming even more appealing to 

consumers.  

In the first half of 2017, the Projects segment’s sales reached PLN 247 million, compared to PLN 

102 million in the preceding year, whilst EBITDA was negative at PLN -26 million (compared to PLN 

-15 million in H1 2016). “The results of these projects have a negative impact on Eurocash Group’s 

profitability, which is natural at this stage of development. But these are essential investments if we 

are to secure the development of our clients and Eurocash Group over the next 5-10 years. These 

projects are creating additional growth opportunities and ways of competing with discount stores for 

our clients – the owners of independent stores in Poland,” Jacek Owczarek emphasised.  
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Eurocash Group’s selected consolidated financial results:  

PLN milion Q2 2017 Q2 2016 y/y change H1 2017 H1 2016 y/y change 

Revenue from sales 6 084 5 341 +14% 11 278 10 105 +12% 

Gross profit on sales 670 558 +20% 1 216 1 021 +19% 

Gross sales margin 11.0% 10.5% +0.5pp 10.8% 10.1% +0.7pp 

EBITDA (reported) 6 110 -95% 43 158 -72% 

EBITDA margin 0.1% 2.1% -2.0pp 0.4% 1.6% -1.2pp 

Net profit / loss (reported) -62 53 - -77 55 - 

Net margin -1.0% 1.0% -2.0pp -0.7% 0.5% -1.2pp 

EBITDA (normalised)* 120 110 +9% 158 158 +0% 

EBITDA margin* 2.0% 2.1% -0.1pp 1.4% 1.6% -0.2pp 

Net profit / loss (normalised)* 53 53 -1% 38 55 -32% 

Net margin* 0.9% 1.0% -0.1pp 0.3% 0.5% -0.2pp 

* normalised amounts, adjusted for one-off items concerning damages suffered by the company as a result of activities 
conducted by external entities participating in a fraud mechanism 

 

*** 

Eurocash Group is the largest Polish business in the area of wholesale food product distribution 

and marketing support for independent Polish business owners in the retail space. The franchise 

and partner networks supported by Eurocash have a membership of over 14 000 independent stores 

operating under brands such as abc, Groszek, Delikatesy Centrum, Lewiatan, Euro Sklep and 

Gama.  

 

*** 

For more information, visit www.eurocash.pl or contact:  
 
Jan Domański 
Eurocash 
tel. (+48) 507 010 095 
jan.domanski@eurocash.pl 

Krzysztof Woch 
NBS Communications 
tel. (+48) 516 173 691 
kwoch@nbs.com.pl 
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