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TBF Summary 

In the 4" Quarter of 2001, SEAF has continued working with Marker, Teletek Electronics, and 
US Meds in Bulgaria. Moreover, in December the Transbalkan Bulgaria Fund approved 
investment in Eastern Gas Company (Gasco). The company is involved in transportation, 
storage, and retail distribution of liquefied petroleum gas (LPG). In Croatia, revenues have 
increased for the companies in which the Transbalkan Croatia Fund has invested. In addition, 
Croatia staff is following several interesting leads, such as an up-scale bakery and a company 
engaged in research and development for pharmaceutical products. In Romania two new deals 
were closed in the 4th Quarter of 2001. The companies invested in include: 

ILS Group, a distributor and retailer of GSM prepaid and post-paid services, as well as a 
single importer of Polaroid consumables for Romania and an importer for a large range of 
photo-related products and consurnables, and 
Telezimex, which is one of the largest distributors of electronic parts in Romania for the 
repair shops and is an exclusive importer for Maxell (media products) and Kinzo (DW tools). 

SEAF has continued to provide beneficial assistance to its portfolio companies, such as experts 
in marketing, human resources, distribution, and IT. The following sections contain more details 
of SEAF's activities with its investees and descriptions of our most interesting leads to date. 
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Bulgaria Fund 

Description of Current Investments 

Marker (Notebook Production, Sofia) 

Marker received additional $100,000 in Q4 for acquisition of new equipment and the land for the 
new production facility. The company is in the process of completing the deal for acquisition of 
land. Marker identified a good construction company that will deal with the construction works. 

Despite the problems with the new production facility project, with the new financing the 
company succeeded to increase its capacity for the strongest quarter of the year. The sales in 4 4  
have grown by 27% compared to 4 4  2000 and are $91,559. The sales for 2001 are $593,856. 

For Q412001 (compared with Q4/2000), Marker improved labor productivity by 20%, increasing 
sales per worker from BGN 20,241 to BGN 24,562. 

Marker is member of Bulgarian Chamber of Commerce and Industry. 

Teletek Electronics (Electronics Manufacturing, Sofia) 

TBBF has already disbursed $400,000 of its $500,000 investment in Teletek Electronics. In 44  
the company SMD assembly line from Philips is operating. The new line helped the company 
improve the quality of its own products as well as provided typical electronic manufacturing 
services to third parties. An opening ceremony for the new machine at the end of October was 
held and was announced in the media. 

Teletek Electronics has been growing successfully since the beginning of the year. The sales for 
the fourth quarter are $398,641. The sales for 2001 are $1.641 million, which is more than 
double from last year. The Company has been able to increase significantly its export sales, 
which cunently account for 45% of total sales are up from 31% for last year. During this year the 
company has hired 11 people and cunently has 40 employees. Annualized sales per employee 
have increased by 33% from $30,000 to $40,000. 

The company is member of: 
BASA - Bulgarian Alarm Systems Association 
BIA - Bulgarian Industrial Association 
BTC - Bulgarian Trade Chamber 

US Meds (Rapid Diagnostic Testing, Sofia) 

SEAF Trans-Balkan Bulgaria Fund has disbursed all of its $150,000 equity investment and 
$190.000 (of a $250.000 credit line) in US Meds. The Comvany produces and distributes . - A  

pregnancy tests and other rapid diagnostic tests in Bulgaria and has recently started its first 
shipments to other Balkan and Eastern European countries, such as Romania and Ukraine. 
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The results in Quarter 4 are below expectations as the Company struggled to find new markets 
for its products (US Meds currently has approximately 70% of a mature Bulgarian market). The 
sales in 4 4  are $99,762. The sales for 2001 are $464,133, which is below the projected ones. 
Thus, SEAF is trying to help the company in finding new market opportunities and is in process 
of providing external TA. 

Mix Express 

Since November 2001 Mix Express started to face serious cash-flow problems, and both SEAF 
and Mix's creditors began to have serious reservations about the credibility of Mix's 
management. The company's major creditors tried to work out the situation but the company's 
financial position was already too difficult. Therefore, creditors started collecting proceeds. In 
January TBBF initiated insolvency procedures in order to protect its rights. Unfortunately TBBF 
is facing significant losses on this investment. 

Gasco 

In December 2001 TBBF approved investment in Eastern Gas Company (Gasco). The company 
is involved in transportation, storage, and retail distribution of liquefied petroleum gas (LPG). 
Incorporated on March 26, 1995 in Vama, Bulgaria. At the beginning of the year 2001 the 
Company held 65% of the bottled gas business in Varna, 16% of the auto-gas market, and has a 
strong presence in the LPG wholesale transportation market in Northeastern Bulgaria. 

The Company seeks to duplicate its success in Varna into the cities of Dobrich and Bourgas, as 
well as to achieve a higher level of vertical integration through the construction of a railway- 
unloading terminal near the city of Devnia. Upon successful completion of the financing, the 
Company will achieve a leadership position in the LPG market in Eastern Bulgaria, and will 
achieve a lowest-cost distributor position through its vertical integration and access to low-cost 
LPG railway imports from the former Soviet Union. At that point, the Company will be in a 
position, with additional rounds of financing, to participate in the consolidation of the LPG 
industry. 

In order to expand its retail and wholesale operations, the Company seeks $500,000 to $700,000 
from TBBF for the purchase of land, LPG trucks, LPG cylinders, pumps, dispensers, tanks, and 
for construction work. In addition, Gasco has received a $250,000 long-term loan from 
Expressbank for its expansion. 

Attributes of the company are that it: 
Operates in a growing industry (LPG - cheap and environmentally-friendly substitute for 
gasoline and diesel) 
Is liquid, in excellent financial shape and enjoys growing revenues and profits 
Has developed its logo, trademark and brand name and has began building brand awareness 
on the market. 
Its management team has a successful track record of over three years of operations. The 
management team has been further enhanced by the addition of Mr. Svetoslav Gramenov as a 
Managing Director of the Company. Mr. Gramenov has experience as a management 
consultant and an MBA from The Wharton School. 
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Description of Most Interesting Leads to Date 

Mercurius 

The company was established in 1991 and is the second largest distributor of stationery in 
Bulgaria. The main target of the company over the years has been to sign a distribution 
agreement with leading European and international stationery producers. Mercuriusis is an 
importer of a number of well-known international brands including Schneider, Senator, Parker, 
Elba, Durable, Uhu, Donau, Novis, Casio, and others. Since May 2001, the company is a license 
of Corporate Express, a world leader in the production and trade of stationery with a $5 billion 
turnover. Under this agreement Mercurius has developed catalogue trade and an e-commerce site 
under the brand name "1 Classic". The company has sales of $3 million for 2001. Following the 
market trends in recent years, Mercurius has started to refocus its efforts from import/wholesale 
to direct work with end corporate customers. In this respect it has created a strategic alliance 
with Corporated Express and has developed its own catalogue and B2C site. Furthermore, the 
company plans to organize its work more efficiently through establishing a modem logistics 
center for its activities. The expected investment size is about $500,000. 

A VA Sport 

AVA Sport is designing, producing, and testing paragliding commodities - seats, spare 
parachutes and other accessories. The company is situated in the town of Montana in a new 
facility, which adheres to all European standards. In 2001, the company applied and was 
approved for development and implementation of IS0 9001 under Phare program for 80,000 
Euros. The company employs over 50 workers and administrative staff. The products of the 
company can generally divided into two groups. 

Products designed and produced for several big international companies. These products go 
on the market under the brand name of the ordering company and the producer -AVA. The 
"AVA Sport" brand name has recently been registered and is protected in Europe. 
Products with AVA's own design - the series "Tangra." The products in the "Tangra" series 
are certified with Deutscher Haengegleiter Verband (DHV), which is one of the most 
important factors for entering European markets. DHV is a certificate for safety, which is 
valid in almost all of Europe. 

The company also has official distributors of the "Tangra" series in Czech Republic, Slovenia, 
Japan, Finland, Italy, Norway, Argentina, Spain, USA, New Zealand, Macedonia, and Serbia. 

This year the company expects to increase its distribution network into: Turkey, Greece, Iran, 
Lebanon, South Africa, Romania, Poland, and Russia. 

In Bulgaria the company sells through its own distribution network. The sales in Bulgaria are 
about 1-2% of total company's sales. 
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ConsulTeam was'established in 2000 and for one year it became the market leader in Bulgaria 
for recruitment services. The services include: 

% of Net Sales 
Human resource consulting 40% 

Recruitment and selection 25% 

The shareholders of the company are: 
George Parvanov - owner of 51% and Managing Director, Global Advisory Service Inc. 
(GAS) - 49% Capital Investor 

Currently the company operates only in ~ulgaria'and has some cross-boarder activities in 
Macedonia. It has 12 full-time employees and a total of about 15 staff members including the 
free-lance consultants and trainers. 

The manager and 5 1% owner of the company would like to create a regional market leader in the 
area of human resources management, which would be the only company of its kind in Southeast 
Europe. According to the plans, in five years ConsulTeam would have offices in: Sofia, Varna, 
Belgrade, Istanbul, and Bucharest. 

His ambitions are based on the fact that in the beginning of 1990's a similar project was 
developed in Central EuropePrague, Budapest, Bucharest and Krakow-and in the late 1990's 
the company was very successfully sold to a strategic investor. 

Tashev 

The company produces high quality tourist rucksacks, accessories, and waterproof raincoats. 
The company was created as a small family business in 1995 with financial micro-credit by 
BAEF. Soon the business succeeded and Georgi Tashev was able to return the credit on time. As 
a result, in 1996 BAEF recommended ET Tashev to C m S B A C .  The team of Caresbac was 
impressed by the quality of the rucksacks. However Caresbac did not invest in the company 
because at the time Tashev was too small to assimilate the minimal investment amount of 
$50,000. 

These days ET Tashev produces different types of rucksacks, the majority of which are designed 
for tourist purposes. Other products include: every day rucksacks, students' rucksacks, tourist 
accessories, and raincoats. The brand name is well known among the young students and tourists 
and is preferred by middle-income buyers. 
Tashev's products are sold in "METRO Cash and Carry" and most of the famous sports shops in 
nine different towns around Bulgaria. 

Miss Kapriz 

Miss Kapriz started its activity in 1996 by opening a pizza restaurant. By year 2001 Miss Kapriz 
grew into 10-restaurant pizza chain. Additionally Miss Kapriz increased the range of its activities 
and services. At the moment, its activities include: pizza restaurant chain, pizza home delivery, 
catering services and production of frozen pasta. Miss Kapriz employs more than 250 workers 
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and makes annual sales of 1,500,000 USD (year 2000). It is considered to be the pizza market 
leader among the domestic producers. 

Interpharma 

Interpharma was established in 1991 as a family business of two brothers. One of them is a 
doctor, the other is pharmacist, and both have backgrounds in medicine. The company 
specializes in production and wholesale and retail sale of pharmaceutical products. It owns three 
warehouses and 15 pharmacies. The sales for 2001 are $7.5 million, which puts the company in 
10-12th place of the entire market share. The company seeks financing in order to expand its 
production and to comply with the GMP standards. 

Portfolio Development Data 

See table below. 



Company 
Marker 

Teletek 

US Meds 

Mix 
Express 

110,000 Euro from 
Interlease 

None 

Finished repaying first 
loan ($150,000) to 
First Investment Bank. 
Current on principal 
reoavments for 
second loan ($50,000) 
to FIB. 

$1 million to United 
Bulgarian Bank 

Technical Assistance Provided 
Consultants applications from SES (Germany). 
BESO (UK) and NMCP (Netherlands) were sent. 
The consuitants will assist the company with 
avout of oroduction lines. acouisition of a new . , 
equipment and improvement of operations' 
efficiencies. 

A marketing expert from BESO is expected to 
come in the beginning of March to help the 
company with attracting western European key 
accounts as well as implementing an overall 
marketing plan and s!La&gy. 
Consultant applications from SES (Germany), 
BESO (UK) and NMCP (Netherlands) were sent. 
The consultants will assist the company with 
quality assessment of their and 
improvement of operations' efficiencies. 

A SPAR representative visited the company in 
September. He gave an outside opinion and 
advice on the future development of the 
company's wholesale and retail operations. 

SEAF Ideas Implemented 
Management Reporting System 
targeting improvements in operations, 
accounting and financial planning is in 
process. 

Completed the selection of a 
construction company. 

COm~leted the orocess for recruitment of 
a new accountantifinancial analyst. 
Research on US export markets. 

Review of the personnel and 
organizational structure together with the 
company's management. As a result US 
Meds will hire new sales and marketing 
oeoole and will restructure their 
departments. 

IAS Audit by Arthur Andersen 

Selection of new CFO and improvement 
of cash flow management 

Application for SPAR license for 
Bulgaria 

Other Activities 
SEAF will work on financial planning, 
HR, oraanizational structure of the 
compGy. Legal assistance in brand 
name registration. 

SEAF together with Stichting SEAF, 
Netherlands are researching export 
assistance programs to help the 
company to enter new western 
European markets. 
TBBF assists the company to make 
contacts with leading 
distributors in Bulgaria, Romania, 
Croatia and Poland with an active 
participation of SEAF local offices. 

SEAF is assisting the company to 
negotiate better payment terms with 
its suppliers and will help the 
company to get distribution rights for 
Bulgaria for more key western 
accounts. 
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Employment and Revenue Analysis as of December 31,2001 

Croatia Fund 

Teletek 
US Meds 
T~~ititm~gyXX ,cj,b,7 $.. 

Description of Current Investments 

Medifarm Velebit d.d. 

29 
18 

t>P".Z\~ .,a$7cyL; kS-- -c+;--- '., 
(><>>?, ;,;, $7 

The total investment of US$ 750,000, which was disbursed in 4 2  2001, was spent on working 
capital. Due to the acquisition of Velebit, the company found itself in financial difficulties. With 
the investment they were able to cover current liabilities as well as debt, which they have taken 
for this acquisition. 

At this moment SEAF is assisting the company by closely monitoring A/R and in strategic 
planning to increase revenues (short-term). SEAF is also assisting the company in looking for 
potential merger/acquisition opportunities in the pharmaceutical industry. 

42 
34 -J.,v.tU> .-.., - 

:,&,&i@~$$%$ 

The revenues have increased by 25% from 4 3  to 4 4  primarily because the sales of 
pharmaceutical products increase in Q4 as well as in Q1 due to the season of flu, colds, etc. 

Digital City Media d.0.0. 

45% 
89% . 7" ,. 

$@c@ij% 

With the investment from the SEAF Growth Fund and Southeast Europe Equity Fund, the 
company is planning to acquire 4 cable companies: one in Split, two in Zagreb and one in Rijeka. 
The investment was used to buy some equipment to install and upgrade configuration. DCM is 
currently in the process of upgrading its network from a tree and branch system to a star 
configuration. 

SEAF is assisting the company in creating a feasibility and market study, which is sponsored by 
the Trade and Development Agency. 

836,000.00 
499.627.00 . -  '* ,<q.. I . . .  ., 

a2~3:5~1;835;38,&O0 

The company has increased the revenues by 60% in 2001 compared to year 2000. The number of 
subscribers has increased from 9,000 to 40,000. 

2000 
2000 

..z-x..v- -..u 

.&$;2f&i!i 

1,641,452.00 
464,133.00 

!~3$&$~&69;'i5@iiij 

96% 
-7% 

i@@g&pA 
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Description of Most Interesting Leads to Date 

Prima d.o.0. 

The company has won a concession for water exploitation in the mountainous region in Croatia 
near the town of Plaski. The quality of water and the supply have been tested and given the green 
light for exploitation. The supplies have been estimated at 869.000 liters per day. Investment of 
EUR 2 million in equipment and working capital is sought after. Ownership structure: 2 owners. 

Dormiko d.0.0. 

The company is an up-scale bakery. It has supply contracts with some of the biggest supermarket 
stores and hos~itals in Croatia. The current revenues are around US$235.295. Dormiko owns 
retail space in several locations throughout Zagreb including a prime spot on the main farmer's 
market. It needs an investment of US$500,000 in the new production facility and working 
capital. Ownership structure: two owners. 

Dolomit d.o.0. 

The company is in production of stone powder used in pharmaceutical, paint, glue, construction 
business etc. It has won a concession for stone exploitation in the town of Sv. Ivan Zelina. The 
supplies have been estimated at 7 million tons. The investment of US$1.5 million is needed for 
equipment. 

Ekomineral d.o.0. 

Ekomineral is a company that is engaged in the research and development of unique and novel 
pharmaceutical products. Croatia is home to a number of highly regarded scientific researchers 
across a number of areas of medicine. Over the course of several years, the general manager of 
Ekomineral has developed a network of Croatian scientists who have entered into contractual 
agreements with Ekomineral regarding the assignment of intellectual property rights and the 
protection of the confidentiality of new developments. The general manager plans for his 
company to license internationally patented I&-to pharmaceutical companies to achieve 
worldwide distribution of its products. At the current time, the company has several different 
developments at various stages of pre-clinical and clinical testing. The company seeks an equity 
investment in order to finance late-stage clinical trials on specific, high potential applications, to 
finalize the application for 9-12 new patents, to purchase specialized equipment, and to serve as 
working capital. Large pharmaceutical companies will frequently license unique developments 
prior to the finalization of clinical trials; this provides a viable source of significant revenues in 
the immediate term. SEAF-Croatia is actively engaged in its due diligence of the company, and 
is seeking to enlist the services of a technical advisor to analyze and evaluate the intellectual 
property at hand. 

PROGRAMI "PZNTA" - City and Nationwide TV Concession 
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In the beginning of 1990s, ateam of people launched original TV program 23. At that time only 
the state TV existed (Yugoslavian Radio Television - JRT). TV 2 3  was broadcasting on the 3rd 
channel of the JRT member - TV Zagreb and covered the city Zagreb. Their commercial 
program was covering expenses after only two months of broadcasting. The first commercial 
local television was OTV - covering the area of Zagreb. Nova TV was the first commercial TV 
with national coverage and started broadcasting two years ago. 

Two months ago the Council for Radio and TV announced that they would assign TV concession 
for the city of Zagreb, but they did not. None of four bidders (Programi Pinta, Vel-Media, Gizmo 
promidiba i K2 media) obtained enough votes (which was five). By secret vote Programi Pinta 
got 3 votes, K2 media 2 votes, and Gizmo promidiba and Vel-Media each by one vote. The 
council will repeat bidding for concession (of Zagreb) and all four above-mentioned bidders 
have announced their presence. The investment size in Programi Pinta is US$ 1 million for 
equipment and working capital. 

HLAD d.0.0. 

Hlad is a company that grows fruits, apples, and pears, purchases fruits and vegetables from 
individual producers, and stores produce before final distribution. In the past few years the 
company has focused on transfering as much as possible to its own fruit production. Revenue in 
2001 was around US$700,000. HLAD purchased land to build its own facility for h i t  
storekeeping in controlled atmosphere conditions. Investment of approx. US$759,000 needed 
for construction of facility, equipment and land purchases. 

KORA d.0.0. 

KORA is a company that distributes various meat and other food products. Over the past two 
years, the company was developing its own recipes for production of different "healthy" 
products, both for industrial use and individual consumers. A new company was established by 
KORA, "Vrelo", which is a producer. KORA will be distributing VRELO products through its 
established logistics. KORA had revenue of around US$2,4 million in 2001. 

So far few large food producers have tested VRELO products (primarily additives for meat 
products) and have agreed to purchase them for their industrial production. The company needs 
around US$ 150,000 to develop recipes and brands, and will need more money if they decide to 
produce raw material for growing vegetables. 

Portfolio Development Data 

See table below. 



>;,>,! ...................... ' * - . : . ~ ~ ~ ; > L ~ ' ? ~ . ~ , $ ~ + - L ~ ~ ! % + : ~ ~ ~  
>&;j:5<:;*s;i+&#q$@#>.i+&;,z~"Fp~*.. -, . % i~~r;r;$g 
&:?hpact:on;,WarfAffecte-d>kreas 

Minimal 

= Minimal 

SEAF will try to establish 
connection with other countries 
in need for de-mining services 
(e.g. Bosnia, Kosovo) 

Minimal 

Operated in war affected area. 

Supplying 13 bakeries in 
Former Sectors East, North 
and West. 

Vimi is currently selling to 65 
retail outlets in Former Sector 
East. He sells to these outlets 
at a 4% discount. 

Largest private pig farm in 
Vukovarska County with 3 
employees. 
Production of approx. 75% of 
internal feed needs. 
Stipanovic is employing 3 
people in Former Sector East. 

\ ':'. .,- . .. ... , . ,. . , . 
, ; . . , ,;, . ,, , , ,, <;,,' 

, 
,3*;.+>,>.z,<,z;... :;.. c,,z$.v ;<I>. >%.,...ar; z*>; :&:?,%<3, ?:<;;; &*, ;:*;:, 
:*p$::x.:SEAF.lg6xiilmpfemented r -i$:.s:::; 

Negotiating exit price. 

Negotiating exit price. 

Not operating. 

= Assistance in financial planning. 
= Cost accounting. 

Assistance in developing international 
contacts. 

Assistance in implementing cost 
accounting. 

= Assistance in increasing tourism 
sector. 
The only strategy is to keep track on 
the loan payments that have been 
transffered 

Providing assistance in accounting 
and financial control. 
Assistance with suppliers relations 
and management of the salespeople. 
Assistance in marketing campaign 
and organizing prize contest. 
Assistance in introducing new 
products into assortiment. 

= Looking at the potential exit. 
Exiting the company. 

Looking for exit. 

. .. . , ,, . , , , . ' , , . , , .  , .  -,  
,., .>..,....;, ,.. :. ; ,:, .: .,:,,,.:: ,>,.. , ::,> ,.:,,.;?..>a: ..,.:*, . . . .. +., , ... .*.. ,; , . :z:j,~i&ni~~l AssistanceiProvlded:.r,r;; 

= None at this moment. 

= None at this moment. 

None at this moment. 

None at this moment. 

None at this moment. 

None at this moment. 

= None at this moment. 

NMCP Consutant brought in for 
distribution and marketing 
assistance. 

= None. 

= None. 

, .,, , .  .. ,; ..;.., ; , ,":; .:,: 
+,;, ,?; ,,,.. :..;; >:: <,>*?. ~<::; <.,, ; iBarr>com an ;.?::, ,, .~.-.d.~:. 

Digital Point 
d.o.0. 
Express d.o.o.* 

Gljiva d.o.0. 

DOK-lng d.o.o.* 

Katunar Vinarija 
d.o.0. 

Slavonija Milk 
d.o.0. 

D. Papa d.o.0. 

Vimi d.o.0. 

Uzgoj d.o.o.* 

Stipanovic d.o.0. 

, , .  . , ., ,.> .. , .'... 2' :;,:..,,, .L :~,: ::, ... ,. ~~ 

<;.> iyB'inc7A"&v' ' l:l... l iy:R.,  
None. 

$90,000 Loan 
Outstanding - 
Riadria Banka. 
$64,000 Loan - 
Kvarner Banka. 

$107,000 Loan - 
ZagrebaEka 
Banka. 
$370,000 Loan - 
Sted Banka 
$761,600 Loan - 
Hypo Banka. 
$100,000 Loan - 
ZagrebaEka Banka 
$250,000 HBOR 
Loan - Slavonska 
Banka 
$80,000 Loan - Bank 
Borovje 
$31,056 Loan - 
Slavonska Banka. 
$ 2.796 outstanding 
lease for delivery 
vehicle 

None. 

None. 

$91,280 Loan - 
Pliberk Bank, 
Austria; 
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$36,700 Loan - 
$I<Z lmetak 

Per~etuum I None. I 1 NMCP Consultant brought in for 1 9 Assistance in entering foreign markets I * Minimal. 
~ o b i l e  d.o.0. 

Klik Multimedia 
d.o.0.' 

SPOlN d.o.0. I None. I * None at this moment. I - Assistance in developing new I Sales channels provided to 
human resource assistance. 

MIT Software 

( broadband communications services. 1 I 
Medifarm Velebit ( $1,500,000 Loan - I None. I . Assistance in strategic planning to I - Minimal. I 

with the existing product, i-Site. 

None. 

Digital City Media 
d.o.0. 

Raiffeisenbank 
Austria 
$705,000 Loan - I 

None. 

increase revenues. 
Looking at the potential merger with 
Farmacija d.d. 

None. 

None. 

I I Varardinska Banka I I I 
* = Start-up Companies 

NMCP Consultant brought in for human 
resource assistance. 

business strategies. 

Sold the company to lskon Internet. 

Trade and Development Agency will 
assist in evaluation and technical 
planning for the development of an 
integrated provider of a full range of 

small and medium sized 
companies all over the country. 
Providing news and 
entertainment to entire country 

Assistance in establishing 
international distribution network. 

through the Internet. 
Minimal. 

- Assistance in employing management 
team. 

Operating in war affected area. 



Employment and Revenue Analysis 

Employment and Revenue Analysis as of December 31,2001 

*Start-up Companies 
**Companies not operating 

5 

Pipeline Report 

See Appendix 1. 

I I I 

Katunar 
Vinarija 2 5 150% 231,294 1997 229,000 -1% 
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Romania Fund 

Description of Current Investments 

TotalSofl (software development and implementation, Bucharest) 

The focus of our investment in the company is the creation of integrated software (an Enterprise 
Resource Planning software- ERP). The ERP is to be completed in February 2002, one year after 
the full steam start of the work. The official launching of the product is also planned for February 
2002. 

Preliminary data for 2001 indicate sales worth USD 1.7 million, i.e. some 9% above the planned 
budget. Sales for the existing products of the company were 22% over the target while sales of 
packaged software exceeded the target by 27%. The company sold 28% more hardware than 
planned, in the framework of the implementation projects and more training and other services. 
On the other side, software development was 30% below target, mainly due to lower than 
expected domestic orders. The software and hardware consulting and support services were well 
above the target, resulting, overall in a better-than-expected year 2001. 

ZLS Distribution and Romphoto&GSM (ZLS Group) 

ILS Group is a distributor and retailer of GSM prepaid A d  post-paid services, as well as a single 
importer of Polaroid consumables for Romania and an importer for a large range of photo-related 
products and consumables. Their consolidated turnover in 2001 reached an estimated USD 5.43 
million. The company has successfully launched a network of GSM and photo shops under the 
brand Turbo Photo&GSM - four locations were opened by the end of 2001. It also has four 
franchises for "Dialog shop," which is a network of premium locations launched by Mobilrom 
(one of the two GSM operators) and is focused on post-paid GSM services. 

Their plan for 2001 is to open nine new shops using the money from our investment. The deal 
was closed in November 2001. 

Telezimex (Cluj) 

Telezimex is one of the largest distributors of electronic parts in Romania for the repair shops 
and is an exclusive importer for Maxell (media products) and Kinzo (DN tools). The company 
plans to build a new warehouse in the outskirts of Cluj in order to have the proper layout for the 
distribution activity and for saving on existing rental costs, which exceed $80,000 per m u m .  
Their strategic focus is to take advantage of the wave of investment in large retail capacities 
mainly done by large international retailers. The deal was closed in December 2001. 

The estimated sales for 2001 were Euro 2.4 million (approximately USD 2.15 million). The 
company targets a 30% increase in sales in 2002, based on the working capital we supplied and 
on the fast expansion of the large retailers in Romania. 
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Description of Most Interesting Leads to Date 

RomRAL SRL (Focsani) 

RAL Supermarket is the dominant retailer in Focsani, a 120,000 pe;ple city 200 km NE from 
Bucharest. Focsani is a very dynamic city, with growth fuelled by apparel industry and food 
processing, mainly wine production and bottling. 

RomRAL is a company active in the printing business. It launched the supermarket in December 
2000. Sales grew very fast, thanks to the inexistence of competition in the city. Sales reached 
USD 4.2 million in 2001. The operating profit is approximately USD 200,000. 

The supermarket was operated within the printing company, which had accumulated a loss, in 
order to take advantage of the tax shield and have quick access to loans. The company is highly 
leveraged, since it had to borrow most of the money for working capital and the acquisition of 
the equipment. 

EcoKapa (Oradea) 

EcoKapa is a metal coating company that focuses on outdoor metal items. It has a turnover of 
USD 2 million in 2001 with an estimated net profit of USD 300,000. The company has already 
received a capital injection of USD 300,000 from the Romanian American Enterprise Fund 
(RAEF). In order to expand its activity, the company needs an additional USD 800,000 capital 
injection. The deal has to be first negotiated with RAEF in order to have them accept the sale of 
their participation. 

ICEPROVAN is one of the largest naval design institutes in Eastern Europe and the single one in 
Romania. It has extensive expertise in projecting all types of vessels, both civilian and military. 
There is a huge difference between the cost of design in Romania and Western Europe, at the 
same quality: cost per man-hour in Romania is Euro 2.8-3.4 chargeable at Euro 28-34 while in 
Western Europe man-hour cost is Euro 28-34, chargeable at Euro 51-68. 

The institute was bought by a small British design company, which needs capital to pay back its 
debts and invest in developing the facility in Galati and increase working capital. Our capital 
involvement should be USD 800-1,000,000. 
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Portfolio Development Data 

process of hiring and a 
financial director to be 
hired by the end of Q4 

Employment and Revenue Analysis 

Pipeline Report 

See Appendix 1. 
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Appendix 1 
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