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Intereuropa Group

Intereuropa d.d.
Notes to unaudited financial statements of Intereuropa Group
and the parent company INTEREUROPA d.d.
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Koper,  26 February 2004

1. Performance of the Group in the year 2003

In 2003, the Group continued to implement the strategic baselines laid down in its Development Plan up to 2006: the growing trend of sales, investments in knowledge, infrastructure for logistics, and information technologies. In the light of Slovenia’s accession to the EU, the past year saw restructuring of operations and investing in new markets to support the development and strengthen the Group’s position in the future. Furthermore, we achieved the results as planned, and created new value for the shareholders, customers and other parties involved in business, as well as our employees.

The highlights of this period are:

· Net sales revenues totalling SIT 45.1bn (5% above the figure achieved in 2002, and 1% above the planned level);

· Net Profit amounting to SIT 2.9bn;
· 5.6% growth of assets;

· 8.8% net return on equity. 

The Net Return on Equity is a ratio between the net Profit or Loss for the accounting period and the average capital, calculated on the basis of the opening and closing balance (excluding the net profit of loss for the financial year from the closing balance).

Sales according to business segments

The results in the segment Continental Transport, representing 45% of net sales revenues on the Group level, were improved by 7% compared to the preceding year (2002).

The Terminal services generate 10% of the sales. In 2003, the planned results were over-fulfilled due to activation of new storage facilities and IT support modernization in warehouses, which is expected to show full results in the coming years.

In the segment of Customs Services, we are using the opportunities still available in the market before the EU-accession (May 2004). Our plan for the year 2003 was surpassed, the share in total Intereuropa sales came to 18%.

The Sea freight business segment generated 20% in total sales. Despite a high growth of physical indexes, the negative movement in the USD exchange rates affected the fairly moderate 2 % sales growth compared to the year 2002, and resulted in underachievement of the plan by the same percentage.

The market share of Airfreight Services was mainly increased by continual improvements and intensified sales of the UPS express delivery services. 

Sales according to countries

The net sales revenues generated in Slovenia, representing the major part of the Group, were 5% above the plan. The indexes for Croatia and other countries were not so favourable, which can be attributed to highly-set goals in the plan, although higher growth rates were achieved than in 2002.  The effects of major investments in Croatia were not perceived yet, as some infrastructure facilities receiving the investments were only put into operation in 2004.

Investments

The investments in fixed assets realized in 2003 amounted to SIT 4.4 bn. Four in five investments were effected in our affiliated companies, thereof over SIT 2bn in Croatia, mainly to enlarge and modernize the logistical infrastructure. Other major investment in fixed assets include the modernization of truck fleet in Intereuropa Transport d.o.o., and joint investments in IT equipment.

Our Staff

At the end of 2003, the Group had a staff of 2,496, thereof 1,250 in the parent company. The on-going trend of employment can be largely attributed to the acquisition of companies abroad. In addition, a process of streamlining the staff requirements has been running by the parent company in response to the changed situation with the EU-accession, which is expected to fully reflect in the year 2004.

2. Performance of the Parent Group in the year 2003
The Net Sales Revenues in 2003 were 3,6% below the figure achieved in 2002 due to segregation of the transport business into an affiliated company Intereuropa Transport d.o.o.  If this fact and the integration of the target company STTC d.d., Maribor were disregarded, the sales growth would come to 4,6%. The share of net sales revenues generated by the Parent Company in the Group is 66%.

In financial activities, there was a decline of revenues from shares, which can be attributed to the realized surplus of net proceeds from the disposal of shares held in Banka Koper d.d. shares in 2002. 

The Net Profit for the year 2003 of SIT2,863,578 thousand was 42% below the figure achieved in the comparable period 2002, primarily due to the a.m. effects of financial activity.

The assets of Intereuropa d.d. represent 85 % in the total assets of the Group. The rise of 7% resulted from the increase of tangible fixed assets due to the takeover of the target STTC d.d., Maribor. The capital of SIT 34.6 bn represents 71% of the balance sheet total of the Company and rose by 4% in 2003, primarily resulting from the Net Profit of the accounting period and the increase of capital stock by issuing preference shares.
3. companies included in the financial statements of the Group
Apart from the Parent Company Intereuropa d.d., the Intereuropa Group comprises the affiliated companies listed below:

	
	
	Equity Shareholding

	1.
	Intereuropa IT d.o.o., Koper
	100,00%

	2.
	Interzav d.o.o., Koper 
	71,28%

	3.
	Interagent d.o.o., Koper
	100,00%

	4.
	Intereuropa Transport d.o.o., Koper
	100,00%

	5.
	Intereuropa, logističke usluge d.o.o., Zagreb
	99,94%

	6.
	Intereuropa Sajam d.o.o., Zagreb 
	51,00%

	7.
	Intereuropa RTC d.d., Sarajevo 
	82,56%

	8.
	Intereuropa Skopje d.o.o., Skopje
	99,56%

	9.
	Intereuropa East d.o.o., Moscow 
	100,00%

	10.
	A.D. Interjug AS, Belgrade 
	66,14%

	11.
	SPEKA spol.s.r.o. Prague
	100,00%


In addition to these, two more companies, Adriafin d.o.o., Koper, and AC-Interauto d.o.o., Koper, are included in the Group Financial Statements of Intereuropa as associated members.

The affiliated company STTC d.d., in which we had a 89,81% shareholding, was taken over and integrated to Intereuropa d.d. on 28 November 2003.

As of the balance sheet reporting date, Intereuropa d.d. had a major shareholding in the companies acquired in the second half-year of 2003, to be consolidated in the year 2004, as follows:

	
	
	Equity Shareholding

	1.
	KP Trans d.d., France
	67,60%

	2.
	TEK Zahidtransservis, Ukraine
	66,67%

	3.
	Schneider & Peklar GmbH, Austria
	100,00%

	4.
	Intereuropa Transport & Spedition, Germany
	100,00%


4. MAJOR EVENTS AFTER THE CLOSING OF THE ACCOUNTING PERIOD

In January 2004, new operating and warehouse facilities were opened in Zadar, Croatia (2.162 qm), and additional 990 qm of cold storage facilities will be available in Zagreb, Croatia, by March 2004.

5. DATA ON INTEREUROPA SHARE

The capital stock of Intereuropa amounts to SIT 8,001.377 thousand and is divided in 7,902.413 ordinary shares with a nominal value of SIT 1,000, and 54,482 preference shares with a nominal value of SIT 2,000. 

The holders of preference shares are entitled to receive fixed dividends amounting to 0.88 % of the nominal value, but have no voting rights; these shares are not included in organized trading in the securities market. The book value of these shares equals to the nominal value of SIT 2,000. 

As of 31 December 2003, the book value of ordinary shares came to SIT 4,368; it was calculated as a ratio between the capital exclusive of the book value of preference shares, and the number of ordinary shares. The Net Profit per share amounts to SIT 362.25, calculated as a ratio between the Net Profit exclusive of the dividend from preference shares, and the number of ordinary shares. Intereuropa d.d. has not formed a fund of own shares. At the end of the accounting period, the authorized and unused capital came to SIT 389,892 thousand. Intereuropa d.d. has not adopted any decision on any conditional capital increase. 

An essential change in the ownership structure was recorded in December 2003, when the Slovenian Compensation Company (SOD) sold its 14-% shareholding to Luka Koper d.d. (Port of Koper Company), who thereby became our major shareholder. At the year-end, there were 4.326 shareholders entered in the Share Register of Intereuropa.
6. PLANS FOR THE FUTURE

In the year 2004, we will continue to implement the business vision of the Group towards building up the position as the market leader in logistics in the area of SE Europe, and a medium-sized logistics provider on the European scale. 

For the Parent Company of the Group, the keynote concern for the year 2004 will be to retain the market share in the declining segment of Customs Services, and increase the market share in the segment of transport organization and logistics. The estimated drop of revenues from customs services will be met by downsizing the staff and other capacities in this segment, while the estimated growth in logistics will demand additional restructuring commitment.  Therefore, the parent company has foreseen a lower yield than in 2003, as set out in our development strategy.

On the level of the Group, we will activate all investments, apply a more aggressive sales strategy in the markets and strictly rationalize the costs so as to assure the growth of net sales revenues by 2%, and end up with a minimal loss in the Net Profit achieved. For the financial year 2004 we plan a net return on equity of 7.9%, with a 4%-growth of the value of the capital.

An active approach to manage the change will support us to achieve our goals and lay down the foundations for further growth and development of the Group.

7. MIGRATION TO INTERNATIONAL FINANCIAL REPORTING STANDARDS
In 2005, we will start to prepare the consolidated financial statements in accordance with the International Financial Reporting Standards. In technical terms, the migration to the new SAP Information System in 2003 was a step forward in building up a solid groundwork for a smooth

transition to the new reporting standards. We will undertake intensive preparations on the substance of the changes in the course of the current year, by drawing up interim accounting reports and financial statements. We envision to face the year-end of 2004 ready for the transition and

support the impact of changes on our current financial statements with our own evaluation by that time.
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