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1. History of VIPO a.s. and Principal Entrepreneurial Activities 
VIPO a.s. was established as an independent subject in 1974 as a specialised research institute for the Slovak leather and footwear industry under the name “Institute of the Rationalisation of the Leather and Footwear Industry” (ÚRKOP). ÚRKOP’s activities were aimed at the leather and shoemaking technology, development of machinery for the leather and footwear industries, chemical aspects of the leather and footwear production, application of computer technology in the production of leather and footwear as well as at testing and standardisation in the leather and footwear industries.
In 1986 ÚRKOP started to exist as an independent economic subject.  In the period by the year 1989 several organisational and structural changes took place, the most important being the detachment of the section of computational and economical services. The name of the company changed to “Research and Engineering Company of the Leather and Footwear Industry” (VIPKP).

After the change of the political end economical system in 1989 the VIPKP’s activities concentrated on four principal areas – footwear production, chemical and leather research and development, development of machinery and control systems and on the testing and standardisation in the leather and footwear industries.

In 1992 VIPKP was transformed to a joint-stock company under the name VIPO. After the transformation to a joint - stock company, the testing department was detached and the research and development activities were gradually re-oriented to the tyre machinery and rubber chemistry, while the shoemaking division and the leather research department remained within the company. 
In connection with the all-European recession of the footwear and leather industry, the shoemaking division was detached in 2003 and the orientation of the leather research department was altered to the research of polymers from renewable sources.
The number of employees oscillated significantly in different periods. At the end of 1980’s, before the detachment of the section of computational and economical services, the company employed about 450 persons. After the detachment of this section and those of the testing department and the shoemaking division, respectively, the number of employees stabilised to approximately 110 persons. 
At present, the most important entrepreneurial activity of VIPO a.s. is the research, development and production of machinery and electronic systems.  In the course of time, the assortment of the company’s machinery products was transformed from shoemaking to tyre-making machinery and to machinery for machining and assembling carbon commutator brushes for electrical motors.
Another important part of VIPO’s activity is chemical research and production specialised in rubber chemistry and the chemistry of adhesives. The company’s chemical production is focused mostly on hot-melt, dispersion and solvent adhesives.
In 2001 VIPO, a.s. implemented the quality management system in accordance with ISO 9001 and the environmental management system in accordance with ISO 14001. The company is also the bearer of the certificate of the Slovak Ministry of Education on the periodical evaluation of research and development organisations.
2. SWOT Analysis
2.1 Strengths 
· Integration of research and development with production and commerce 

· flexible reaction to requirements of customers from different areas 

· level o products comparable with leading competitors 

· participation in research and development projects co-financed from public funds 

· certification of the Slovak Ministry of Education as an institution of applied research 

2.2 Weaknesses 
· lack of high-quality construction and realisation capacities to cover demands

· overextended decisive personnel
· unbalanced marketing activities in individual segments of product portfolio

· lower corporate culture in comparison with leading competition 
2.3 Opportunities
· potential for further increase of market share in decisive commodities (tyre and carbon brush machinery, adhesives, special chemical products) in prospective territories (Russia, Asia, Africa)

· cooperation with strong partners, (Continental-Matador, “Great Four” of the tyre industry) 
· globalisation of the research, development and production capacities
2.4 Threats
· brain drain
· emergence of new and cheaper competing technical solutions 
· development of the USD/EUR exchange rate
3. Bodies and Top Management of the Company 
Bodies and top management of the company in 2007 consisted of the following persons: 
a) Board of Directors
· Ing. Miroslav Útlý – chairman
· Ing. Karol Vanko – vice-chairman 

· Ing. Peter Duchovič – member
b) Supervisory Board
· Ing. Milan Naňák – chairman 
· Katarína Rosinová – vice-chairman
· Ing. Anton Jablonický – member 
c) Top management
· Ing. Peter Duchovič, managing director, member of the Board of Directors
· Ing. Jaroslav Švorec, director of the division of economy and finance 

· Ing. Vladimír Slivka, director of the division of machinery and electronics
· Ing. Jozef Vacval, director of the division of chemical research and development
4. Report on the Entrepreneurial Activities of VIPO a.s. for the Year 2007 
4.1 Areas and Results of Entrepreneurial Activities 
The entrepreneurial activity of VIPO a.s. in the year 2007 was aimed at the following principal areas:
1. research, development and production of machinery 

2. chemical research and production
Total revenues of VIPO a.s. in the year 2007 reached 219 093 thou. SKK, total expenses in the year 2007 were 192 140 thou. SKK and the income before tax represented 26 953 thou. SKK.

4.2 Production and Sales of Products 
From the point of view of revenues the decisive area in 2007 were revenues from the sales of own products of the Division of Machinery and Electronics in the amount of 161 216 thou. SKK. The decisive share in this sum belongs to the bead winding lines and apexing lines. 
The amount of the production of adhesives in 2007 reached 630 tons, of which 20 tons were solvent adhesives; 100 tons were dispersions adhesives, 500 tons of hot-melt adhesives and 10 tons of other adhesives. Financially the production of adhesives represents the value of 57 776 thou. SKK. 

4.3 Research and Development
Two R&D projects of the Research and Development Support Agency (RDSA) were completed in 2007 – „New types of adhesives for the furniture industry“, and „Research and Development of sophisticated systems with the applications of biopolymers in pharmacy, curative cosmetics and in adhesives”. The RDSA project “Application of the method of experimental design (DoE) and mathematical and statistical procedures in the formulation of rubber compounds” continued in 2007 by its second year.
In 2007, VIPO a.s. participated in the following calls for proposals of the Research and Development Support Agency:

· Public call for proposals of research and development projects in individual scientific and technical disciplines (General call) – two proposals submitted
· Public call for proposals of feasibility studies and research and development projects within the programme “Support of R&D in small and medium enterprises” – two projects and one feasibility study submitted
· Public call for proposals of projects within the programme „Support of the creation and operation of the research and educational centres of excellence” – three projects submitted
Total expenses on research and development in 2007 reached 11 511 thou. SKK.

4.4 Quality of Services and Products, Environment Protection
In October 2007 a supervisory audit of integrated managerial system was carried out in VIPO a.s. by the managerial system certificating institution PROCERT. The goal of the audit was to confirm the existence of conformity of the managerial system of audited organisation with the requirements of the standards STN EN ISO 9001:2001 and STN EN ISO14001:2005.

The audit was aimed at:
a) examination of selected parts of standards
b) state of remedy of faults identified by previous audit 

c) appropriateness of the usage of the certificate and certificate mark 

d) alteration in the managerial system 
e) complaints related to  IMS and remedial measures taken
The audit proved the continuation of the conformity of the managerial system with the requirements of the standards STN EN ISO 9001:2001 and STN EN ISO 14001:2005 and the capability of taken remedial measures to ensure the permanent ability and effectiveness of the implemented integrated managerial system.
4.5 Wage Development, Personalistics 
The average gross monthly wage in VIPO a.s. in 2007 reached the amount of 26 415 SKK (excluding employees receiving individual remuneration). On 31 December 2007, VIPO a.s. employed 108 employees, of which 66 were R&D, marketing and administrative workers and 42 employees in worker’s professions. 
4.6 Company’s Development
In 2007 VIPO a.s. procured assets in the amount of 7 281 thou. SKK in the following structure:
Table 1: Assets procured in the year 2007
	Assets
	Sum 

(thou. SKK)

	Buildings
	158

	Machines and equipment
	377

	R&D projects
	6 551

	Software
	195

	Total
	7 281


5. Report on the State of Assets, Financial Statements and Income Distribution Proposal for the Year 2007 
VIPO a.s. showed up to 31 December 2007 the following state of assets, stockholders’ equity, and liabilities (thou. SKK):

Assets total
167 485
a) fixed assets
57 657
of which: tangible assets
 45 211
intangible assets
12 446
financial investments
0

b) current assets
101 389
of which: inventory
58 314
 long-term receivables
96
 short-term receivables
14 211
 bank accounts
28 768
c) accrued revenues 
8 439
stockholders’ equity and liabilities
167 485
a) stockholders’ equity
100 945
of which: capital stock
64 808

 reserves made from profit
13 825

 retained earnings
0

 profit for the year 2007
22 312
b) liabilities
66 267
of which: reserves
4 934
 long-term payables
419
 short-term payables
28 614
 bank credits
32 300
c) accrued liabilities
273
expenses
192 140 522,54 SKK
revenues
 219 093 263,50 SKK
The Board of Directors of VIPO a.s. assessed the profit achieved and proposed the following procedure: 

· net profit before taxes
26 952 740,96
· income tax – due
3 364 187,00
· income tax – deferred 
1 276 457,00

· net profit
22 312 096,96
The Board of Directors of VIPO a.s., having considered the overall economic situation, proposes the following distribution of profit: 

· reserve fund 
2 300 000,00 Sk

· social fund
400 000,00 Sk

· royalties of the members of the boards 
160 000,00 Sk
· company development fund 
19 452 096,96 Sk
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31. 12. 20

31. 12. 2006 

31. 12. 200

Revenues from merchandise

           0

           0

           0

Expenses for merchandise sold

           0

           0

           0

Trade margin

0

           0

           0

Production

207 331

267 984

192 550

Production consumption

147 677  

183 724

127 569

Added value

  59 654

  84 260

  64 981

Personal expenses

  52 219

  53 643

53 327

Taxes and fees

       518

       499

563

Depreciation and adjustments to tangible and intangible fixed assets

    6 471

    7 197

    7 953

Other operating revenues

  51 635

  51 959

6 926

Other operating expenses

  20 489

  46 093

7 217

Operating profit or loss

  31 292

  30 815

  10 281

Financial revenues

    2 578

    6 863

  19 617

Financial expenses

    4 737

  12 766

2 945

Profit or loss from financial operations

  - 2 159

 -  5 903

  16 672

Profit or loss from ordinary activities

  29 133

  24 911

  26 953

Extraordinary revenues

           0

           0

           0

Extraordinary expenses

           0

           0

0

Profit or loss from extraordinary operations

           0

           0

0

Profit before taxation

  29 133

24 911

  26 953

Income tax

  5 715

       5 157

        4 641

- of which deferred

     - 219

        - 479

        1 277

Profit or loss for the accounting period

   23 637

20 233

      22 312


· profit distribution proposal total
22 312 096,96 Sk

In the year 2007 VIPO a.s. kept its accountancy in accordance with the Law on accountancy coll. No. 431/2002 in the wording of later regulations (laws coll. No. 562/2003 and 561/2004) and according to the accounting scheme and accounting procedures set up in accordance with the Decree of the Slovak Ministry of Finance No. 23054/2002-92 supplemented by the  Decrees of the same No. 10069/2004-74 and 4455/2003-92 in the wording of the Decree No. 25167/2003-92.

The audit was carried out by the company BDR, s.r.o., Banská Bystrica, which expressed the following opinion:

„The financial statements of VIPO a.s., seated in Partizánske, reflects in all significant respects the financial situation of the company up to 31 December 2007 and the results of its activities in the year then ended. The financial statements were set up in accordance with the Slovak law on accountancy.”
6. Entrepreneurial Plan of VIPO a.s. for the Year 2008
6.1 Fulfilment of the Goals of the Development Strategy of VIPO a.s. in the Year 2008

The goals of entrepreneurial activities of VIPO a.s. follows from the strategy of the company‘s economical and entrepreneurial development for the years 2008 - 2011 considering the results achieved in individual activities of the company in the previous period. Principal indices of VIPO’s entrepreneurial plan for the year 2008 are given in table 2.

Table 2: Principal indices of VIPO’s entrepreneurial plan for the year 2008
	Index
	Unit
	Goal 2008

	Revenues
	thou. SKK
	241 766

	Income before tax 
	thou. SKK
	17 100

	EBITDA/revenues
	%
	10,45

	Net CROGA
	%
	9,85

	Value added per employee
	thou. SKK
	825


6.2 Material Covering of the Entrepreneurial Plan of VIPO a.s. for the Year 2008

In 2008, two strategic business units will operate within VIPO a.s.:

· division of machinery and electronics
· division of chemical research and production
6.2.1 Development and Production of Machinery and Control Systems 
The research and manufacturing capacities in the area of machinery and control systems will be focused primarily on the development of machines and devices for tyre production and for the machining and assembling of carbon brushes. 
The innovation of products in 2008 will be supported by the project “New generation of the apex profile application systems in tyre manufacturing”, submitted in the call for proposals of the Research and Development Support Agency (RDSA) aimed at the support of research and development in small and medium enterprises. Besides, it is expected that the project “High-performance systems for production of bead parts of automobile tyres”, submitted in the RDSA’s general call for proposals, will also start in 2008. Following to the results of the RDSA’s call for proposals of projects of the creation of the centres of excellence, the Division of machinery and electronics will participate in the activities of the Centre of excellence of the research and application for digital factory and the Research and educational centre of excellence for reconfigurable and robotic systems. 
The production capacities will be aimed at the production of machinery developed within company’s research and development projects. Principal part of the production of machinery will be represented by bead winding lines, apexing lines, slitting systems, winding-up and rewinding devices and carbon brush machinery. The planned volume of the machinery production in the year 2008 will reach the amount of 172.3 mil. SKK.

6.2.2 Chemical research and production
Chemical research in the year 2008 will be aimed at the completion of the RDSA’s project “Application of the method of experimental design (DoE) and mathematical and statistical procedures in the formulation of rubber compounds”. Besides, it is expected that the projects “Soft types of hot-melt adhesives for bookbinding and packaging applications with reduced energy consumption” and “Research and development of hydrolysates based on renewable sources” submitted in the RDSA’s call for proposals of projects supporting the research and development in small and medium enterprises, will also start in 2008.

Following to the results of the RDSA’s call for proposals of projects of the creation of the centres of excellence, the Division of chemical research and development will participate in the activities of the Research and educational centre of excellence for non-metal materials.

The production activity of the Division of chemical research and development will be aimed at the production of hot-melt, dispersion and solvent adhesives, mostly for customers in Germany, Poland, Czech Republic, Hungary and Mexico. The expected volume of the adhesive production in the year 2008 will reach the amount of 600 tons, representing 49.9 mil. SKK.

6.3 Activity of VIPO a.s. in Interest Associations Supporting Research, Development and Innovations
In 2008 VIPO a.s. will be active in interest associations supporting research, development and innovations, especially as a leading body of the Centre for the development of the processing industry and as a member of the Association of industrial research and development organisations. The goal of the participation of VIPO a.s. in these institutions will be the coordination of the strategy of individual components of applied research in the Slovak Republic in presenting standpoints and interests of the industrial sector at the formulation of the state scientific and technical politics, allocation of resources for supporting research, development and innovations and at the creation of new structures for the transfer of the results of research and development to industrial practice.
6.4 Investments and Technical Development
In 2008 investments will be aimed especially at the reconstruction of production equipment, modernisation of designing workplaces and at the innovation of existing technical solutions by internal research and development projects. The investments in 2008 will reach the amount of 25.5 mil. SKK.

Table 5: Plan of investments in the year 2008 (thou. SKK)
	Investments
	Sum (thou. SKK)

	Buildings
	4 900

	Machinery and equipment
	10 650

	Research and development projects
	7 921

	Computational technique
	550

	Motor vehicles
	1 500

	Total
	25 521


6.5 Personal and Social Development
6.5.1 Personal and Wage Development
Expected number of employees at the end of 2008 will reach 111 persons, while the proportion of creative workers on the total number of employees will increase.

The average wage in VIPO a.s., excluding employees receiving individual remuneration, will reach 29 082 SKK in the year 2008. 
6.5.2 Social Development
In 2008, the social development in VIPO a.s. will be oriented predominantly at improvements of work safety and health protection.  In 2008, VIPO a.s. will continue providing subsistence allowance and allowance for additional old-age pension insurance for its employees. 
6.6 Quality Management and Environment Protection System Development 
In October 2008 a supervisory audit of integrated managerial system will be carried out in VIPO a.s. by the managerial system certificating institution PROCERT. The goal of the audit will be to find out whether the company meets the requirements put on the quality management and environment protection systems and whether the discrepancies and recommendations found or proposed during the audit carried out in 2007 were fulfilled.

An important goal in the area of environment protection in 2008 will be the implementation of the Direction of the European Parliament and European Commission No. 907/2006 (REACH). 

Following the organisational and legislative changes, the company’s internal documentation will be gradually revised and reworked in 2008 to keep its conformity with current legislative standards and with the system of the company operation.

7. Balance Sheet and  Profit and Loss Account up to 31 December 2005,  31 December 2006 and 31 December 2007
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[image: image5.wmf]Balance Sheet (thou. SKK) to date:

31.12.2005

31. 12. 2006 

31.12.2007

Total assets

 173 716

224 936

167 485

Stock subscription receivables 

     0

           0

           0

Fixed assets

   42 842

  58 479

  57 657

Tangible fixed assets

   37 108

  50 764

  45 211

Intangible fixed assets

    5 584

    7 565

  12 446

Financial investments

       150

       150

0

Current assets

127 348

159 522

101 389

Material

  29 588

104 354

  58 314

Long-term receivables

       894

    1 372

         96

Short-term receivables

  27 338

  31 559

  14 211

Bank accounts

  69 528

  22 237

  28 768

Accrued revenues

    3 526

    6 935

    8 439

Stockholders’ equity and liabilities

173 716

   224 936

    167 485

Stockholders’ equity

  69 329

  87 617

100 945

Registered capital

  64 808

  64 808

  64 808

Funds created from net profit

    2 725

    6 544

  13 825

Profit/loss

    1 796

  20 233

  22 312

Liabilities

104 386

136 381

  66 267

Reserves

    8 303

  12 487

    4 934

Long-term payables

    1 416

       731

       419

Short-term payables

  75 667

  58 897

  28 614

Bank loans and financial assistance

  19 000

  64 266

  32 300

Accrued expenses

           1

       938 

       273  


8. Events of Extraordinary Importance Occurring after the Accountancy Period for Which the Presented Annual Report Is Composed  
In the period from 31 December 2007 to the composition of the presented report on 18 February 2008 the following alteration of shareholders’ structure occurred: 

· the share of the company MATADOR HOLDING, a.s. was taken over by the company MATADOR RUBBER, s.r.o.

9. Declaration on Administration and Management 
The “Codex of Administration and Management” publicly available on the company’s web site http://www.vipo.sk, applies to the management VIPO a.s. 

The methods and principles of the company management are contained in the company’s statutes and in the “Codex of Administration and Management”.

In the period for which the presented report in composed no deviations from the company’s codex of administration and management occurred.
General Assembly
1. The general assembly is the supreme body of the company. A shareholder takes part in the general assembly personally, or may be represented on the basis of his/her written authorisation with his/her officially authenticated signature. An ordinary general assembly is held once a year not later than by 30 September of the respective year and is summoned by the Board of Directors.
2. At a company with nominative shares, the board of directors sends invitations to all shareholders to the addresses of their seats or places of residence stated in the list of shareholders not later than 30 days before the date of the general assembly. At a company with bearer shares, notification on summoning the general assembly is published within the previously mentioned period in nationwide periodical press publishing stock exchange news.

3. The general assembly is held at the place which is the seat of the company unless the board of director appoints a different place.
4. The number of a shareholder’s votes in the general assembly is given by the nominal value of his shares. A shareholder has one vote for each 1 000 SKK of the nominal value of the shares presented by him/her.
5. If the agenda of the general assembly contains the alteration of statuses, the invitation or the notification must contain the substance of proposed alterations. If the agenda of the general assembly contains the election of the members of the company’s bodies, the names of respective persons must be provided for shareholders to see at the company’s seat in the period appointed for summoning the general assembly. The shareholder has the right to request the copies of the proposal of statuses and the name list of the persons proposed as members of the company’s bodies, or may ask for sending these to the address appointed by him/her, respectively.  A shareholder must be notified of these rights in the invitation or notification of the summoning of the general assembly. If proposals presented at the general assembly differ from those submitted before the general assembly, the Board of Directors (Supervisory Board) must substantiate these at the general assembly. 
6. The competence of the general assembly comprises:

a) alteration of statutes
b) decision on increasing and reducing the shareholders’ equity, on the authorisation of the Board of Directors to increase or reduce the shareholders’ equity in accordance with  § 210 of the Commercial Code and on issuing obligations 

c) election and withdrawal of  the members of the Board of Directors 

d) election and withdrawal of  the members of the Supervisory Board and other bodies set by statutes with the exception of the members of the Supervisory Board elected and withdrawn in accordance with § 200 of the Commercial Code
e) approval of the ordinary, extraordinary or consolidated financial statements, decision on the distribution of profit or on the settlement of losses and on  setting royalties 
f) decision on the transformation of the shares issued as document securities to book securities and vice versa 
g) decision on the dissolution of the company and on the alteration of the legal status thereof 
h) decision on the termination of the marketing the company’s shares in stock exchange and the decision that the company ceases to be a public joint-stock company 

i) decision on other issues included in the competence of the general assembly by law or by statutes 
7. The general assembly takes decisions by the majority of votes of present shareholders unless other type of majority is required by the Commercial Code or by the statuses. The technique of voting is decided by the chairperson of the general assembly. 
A two-third majority is needed for the approval of the decision of the general assembly on the alteration of statutes, increasing or reducing capital stock, on the authorisation of the Board of Directors to increase the capital stock in accordance with § 210, issuing priority obligations or exchangeable obligations, dissolution of the company and the alteration of the company’s legal form, while  and a notarial protocol must be drawn thereon. A two-third majority of the votes of present shareholders is needed also for the approval of the decision of the general assembly on the termination of the marketing the company’s shares on the stock exchange in the market of quoted securities. 
To approve the decision of the general assembly on the alteration of rights connected with a certain type of shares and on the limitation of the transferability of nominative shares, the consent of a two-third majority of the shareholders owning these shares is also required.

Shareholders’ Rights and Duties 
1. By the registration of the joint - stock company in the commercial registry, a subscriber acquires the rights of a shareholder. 
2. A shareholder has the right to participate in the general assembly, to vote, to request information and explanations concerning the matters of the company or the legal persons governed by the company, which are connected with the agenda of the general assembly and present his/her proposals.
3. A shareholder or shareholders owning shares nominal value of which represents at least 5% of the capital stock has/have the right to request the summoning of the general assembly in writing ,with stating respective reasons, to negotiate the issues proposed. 
Composition and activity of the Board of Directors
In 2007, the Board of Directors of VIPO a.s. consisted of the following persons: 

· Ing. Miroslav Útlý – chairman
· Ing. Karol Vanko – vice-chairman 

· Ing. Peter Duchovič – member
The Board of Directors of VIPO a.s. acted in accordance with the Statutes of the company, the Board met regularly once a month. 

The resolutions and tasks assigned to the Board of Directors by a Supervisory Board were fulfilled by the former, and regularly supervised and evaluated on the meetings of the Supervisory Board.  
The Supervisory Board evaluated the fulfilment of the resolutions from the 15th Ordinary General Assembly of shareholders of VIPO a.s. assigned to the Board of Directors and found that all the resolutions of the said General Assembly with the exception of Resolution No. 4/XV/07 were continuously fulfilled.  The Resolution No. 4/XV/07 was fulfilled partly, as its fulfilment was set by the Resolution itself also for the year 2008.  
Information  according to § 20, art. 7 Law No.. 431/2002 on accountancy 

a) The registered capital of the company of 64 808 000 SKK consists of:

· 64 808 shares on the bearer in the nominal value of one share of  1 000 SKK.

e) The shares have the form of a booked security and are publicly marketable.

f) The transferability of the shares is not limited.

g) The following companies dispose of the qualified participation in the registered capital (10%):

· CHADRO, s.r.o.

· MATADOR RUBBER, s.r.o.

· SOJUT, s.r.o.

e) There are no persons with special rights of control among the shareholders.

f) The company has not issued employees’ shares.
g) The company’s statutes do not contain stipulations limiting the voting rights. 

h) The company does not have information on agreements between shareholders, which could lead to the limitation of the transferability of securities or to the limitation of voting rights.
i) The members of the company’s statutory body – Board of Directors – are elected (withdrawn) by the General Assembly. The regulations for the election and withdrawal of the members of the Board of Directors are given by the company’s statutes. 
j) The competences of the Board of Directors are given by the company’s statutes.  The Board of Directors is not authorised to decide the issuing or re-buying of the shares.  
k) The company has not concluded any agreement related to the alteration of its controlling ratios with respect to an offer of takeover. 

l) There are no agreements between the company and the members of its bodies on compensations in the event of the termination of their functions. The compensation of employees, the employment relation of which is terminated, is stipulated by the Collective Employment Contract.  
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