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Business results of Varteks d.d. in 2010 in line with general economic trends on domestic and global markets 
Application of Model C for aid to enterprises in difficulties brought on by the crisis necessary for business stabilization and the realization of Varteks’s new development projects 
Varazdin, April 6, 2011 – A press briefing was held at Varteks today, during which the Management Board of the company presented the business results for 2010, touching on the current situation, key challenges, as well as strategically important projects whose realization is of high significance for business stabilization, sustainable growth and the company’s development in the future. 

The company’s business results for 2010 are linked to general economic trends both on domestic and global markets. The continuation of the crisis and a drop in personal spending have caused additional problems in the company’s liquidity and the overall economy, as well as a further slow-down in investments. 

Amidst such negative conditions in its surroundings, the company operated with a loss of HRK 96.7 million in 2010, while a loss of HRK 98.9 million had been realized in 2009.  

In this connection it has to be pointed out that if the effects of the sale of long-term assets are excluded, the company’s operations on the basis of regular activities mark a HRK 37 million lower loss in 2010 in relation to 2009. 

Total revenues amounted to HRK 314.6 million, which constitutes a drop of 12.9 percent in relation to the revenues realized in the same time period in 2009. Total expenditures amounted to HRK 411.3 million. On the foreign market, revenues of HRK 122.3 million were realized, which constitutes 40 percent of the company’s business revenues. The majority of exports was realized in countries in the European Union. 

Business revenues amounted to HRK 308.7 million, which is 13.6 percent less than in 2009. In the business revenue structure an increase can be noticed in sales revenues, which constitute 93.6 percent of business revenues in 2010, while their share had amounted to 88.5 percent in 2009. In comparison to 2009 it is important to point out in view of sales revenues that in accordance with the restructuring and reorganization plan and the activities related to these processes, the B2B segment was detached via an affiliated company that is the property of Varteks d.d. (sales aspect related to corporate clothing and the manufacturing of special purpose clothing). When looking at the overall effects of this sales aspect, total sales revenues amounted to HRK 346.2 million and thus total sales revenues were 9.4 percent higher than in 2009. 

In the company’s cost structure, almost all costs from business activities marked drops in relation to 2009. This trend is mainly the result of carried-out restructuring measures. Total payroll costs were reduced by HRK 28 million or 17 percent, and within these costs, gross wage costs went down 13.7 percent or HRK 19.2 million.  

The overall reduction in stock is significant, which amounted to 11.5 percent less than at the beginning of the year. This trend is the result of activities aimed at the rational utilization of the company’s current own resources, and the targeted optimization of all stock types. 

The basic direction of the company’s business policy in 2010 was the implementation of the Integral Business and Financial Restructuring Plan which relies on the company’s own resources, and in line with this, it also includes the sale of real estate. Considering the extremely negative trends on the real estate market, such sales have largely not been realized, which significantly affected not only the implementation of activities from the Integral Plan, but also the company’s liquidity and business effectiveness.

During the business year, activities also aimed to cut operating costs, shut down unprofitable parts of the system, increase certain sales aspects (particularly the B2B segment) and to reorganize retail as one of the key sales aspects. In doing so, unavoidable one-time restructuring costs were cumulated, which put an additional liquidity and cost strain on the system, but bearing in mind the future period, they create the preconditions for the realization of development goals. 

The preconditions for the stabilization and development of the company’s business operations are primarily based on stabilizing liquidity as a key precondition for the implementation of all activities related to restructuring, the further reorganization of the system and strengthening strategic sales aspects.  

“Despite an extremely difficult economic situation and the situation on the market and in the company, it is important to point out that we have managed to realize a positive trend in sales revenues in the last quarter of last year and at the beginning of this year. To continue this way, the urgent stabilization of the company’s liquidity as well as a market recovery are necessary. For that purpose, Varteks was amongst the first to submit a request to the Croatian Ministry of Economy for the application of Model C as one of the Government’s anti-recession measures aimed at economic recovery and development. We have also drawn up the Integral Business and Financial Restructuring Plan, which is fully supported by business banks. Talks with the Government on the application manner are underway, and we expect the urgent realization of the program, which is essential to further stabilize and develop business operations. 

Parallel with this, we are working on activities related to securing working capital necessary for business processes to proceed smoothly and to raise the system’s effectiveness”, concluded Management Board President Zoran Koscec. 
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