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I. Project Background sod Ovemew 

The project was initiated in September ZOO1 for two primary purposes: 

1) to assist the Serbian Privatization Agency ("PA). as well as related govemmental 
bodies, in developing and implementing policies. pnxedures. laws. regulations 
and strategies necessary to effectively restructure and privatize cenain identified 
socially-owned companies; and 

2) to provide direct technical assistance to the PA in all aspects of the restructuring 
and privatization of specifically assigned companies. 

The targeted companies for this project were among a larger portfolio of socially o u e d  
companies under the newly created Restructuring Department of the PA. The 
Restructuring Department ("RD) was established to deal solely with complex companies 
(often referred to as 'strategic companies') that could not be privatized under traditional 
privatization procedures. These companies tended to be "un-privatizable" in their 
existing condition due to excessive levels of debt in relation to the underlyinj value of 
the companies' assets or business value andlor because they were among a p ~ p  of large 
holding company structures composed of numerous and various business units and 
activities which were not attractive as a whole company but could be attracti\-e as smaller 
concentrated businesses with reasonable levels of debt in relation to asset values. 

Initially. during the f k t  few months of the project. a majority of effons were devoted 
toward reviewing existing obstacles to the restructuring and privatization process. 
including review of all related laws. regulations. PA policy and procedures. staffig and 
organization. Early recommendations were made for various changes in the Privatization 
Law and related decrees as well as the Bankruptcy Law. Additionally. significant e f f m  
were devoted to coordinating efforts between the PA and the Bank Rehabilitaticm Agent)- 
("BRA") which controlled a significant level of corporate debt through its oversight of 
numerous bankrupt banks which held the debt of companies under the RD's 
responsibility. Recommendations were also made to increase the level of stafling within 
the RD since it was grossly inadequate to handle the number of companies (approx. 5 5 )  
and related subsidiaries (approximately 400) in its portfolio. It should be not~xl that the 
RD was only established by the PA shortly prior to the initiation of the project so that 
organizational development was an ongoing process in terms of both st;Iffmg and 
policylprocedures. likewise, since company restructuring prior to privati;ration had 
never been attempted by the PA previously, the initial legal and organizatid (boIh 
within the PA as well as relevant other govemmental organizations) obstacles were quite 
significant. 

The initial project Work Plan, appro\.ed by USAID in December 2001. was dr~fted ba.4 
on the assumption that significant efforts would be expended on gaining go\emmental 
approval of general restructuring/privatization strategy to be utilized by the RD by May 



31,2002, while the remainder of the project (June 2002-August 2003) would be devoted 
primarily to efforts to reshucture and privatize the identified companies. Although the 
advisors were successful in fulfilling all of the contract deliverables. the pace cf props  
in the PA's actual privatization of companies under the resuucturing program was 
significantly slower than originally envisioned. The reasons for this will be discussed 
later in this report. 

In July 2002. the project Work Plan was revised to concentrate efforts on Zorka holding 
and its 20 subsidiary companies and seven textile companies. (Detailed efforts on these 
companies are included in Section 111 of this report.) Zorka holding was selected by the 
PA as the company for the Bearingpoint team to provide assistance under the VSAID 
contract, as part of the pmess of dividing the strategic companies among varitwts donors 
providing assistance to the PA. In addition. the revised Work Plan transferred 
responsibility for public relations related assistance from Bearing Point to two other 
USAID and World Bank projects in order to conserve financial resources needed for 
specific company and privatization activities. 

By far, the most complicated of all companies in the project portfolio was the Zorka 
Group of companies. Although the project team completed substantially all of the 
diagnostic work by mid-2002 and the PA officially initiated the restructuring propam in 
July 2002, legal obstacles beyond the control of the PA prevented the restructuring to be 
completed until September 15. 2003 when the creditors formally approved the plan after 
obtaining approval of the plan by the Belgrade Commercial Court on Julb- 13. 2003. 
Since it was impossible to initiate the sale of any Zorka subsidiary or Zorka assets until 
this process was completed, the first sale of a Zorka subsidiary (Zorka Non-hletals) did 
not take place until December 26. 2003. marked the first sumsful 
restructuring and equity sale of any company in the PA's restructuring prngr~m 

During 2002, the PA requested assistance is provided by USAID with seven textile 
companies on the restructuring list of companies. Accordingly. during the sectmi half of 
2002 and first half of 2003. the project team completed all other diagnostic wtxk for the 
textile companies and most of these companies were substantially ready fx sale or 
restructuring except for certain unresolved matters (primarily related to either obtaining 
clear title to real estate properties. resolution of creditor claims). While in many cases 
these unresolved matters should not have been tenibly complicated. the s p d  of their 
resolution was much slower than expected for a variety of reasons discussed later in this 
report. 

By September 2003. the project staffing level began to be significantly reduced due to the 
resignation of numerous local hires that wished to seek more permanent employnemt 
pending the upcoming end of the project. This reduction in staffing did n a  hare any 
detrimental impact on the project since the most labor-intensive diagnostic work had been 
completed by August 2003. On the contrary. to the project's benefit. this resulted in 
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conserving project funds to allow BearingPoint to provide continued assistancc to the PA 
through the end of May 2004. In late November 2003, based on the likelihood that 
USAID would not provide additional funds for continuation of the project. the PA 
engaged a local consulting firm to assume responsibility for the Zorka p u p  of 
companies and Bearing Point transferred all working documents to the new ctnsultant in 
December and concentrated its remaining resources solely on the sewn textile 
companies. Additionally. the PA obtained agreement from the World Bank to fund an 
advisor to assume responsibility for the textile companies in 2004. However. since it was 
not likely that the new advisor could be engaged until ar least May 2003. US41D. at the 
request of the PA, agreed to extend the project until May 31. 2004 so that Bearing Point 
would be available to assist in the transition and also provide l~mited on-going legal 
assistance to resolve some of the unresolved issues for the textile companies. From 
February 1, 2004 through May 31, 2004. the project was staffed by one local 
BearingPoint attorney who provided assistance in resolving issues relarrd to land 
registration, resolution of creditor claims and other technical matters. Please refer to the 
Section I11 and attachment C for details on the current status of each company. 

XI. Evaluation of Tangible Results 

Tangible Results: 

1. All resuucturing olans for Zorka G r o u ~  com~anies will be comoleted. 

During the contract term, BearingPoint completed the Restructuring Program Documents 
(RPD) for those companies of Zorka Group with likely privatization potential: 

Zorka Holding Company - Formal Restructuring Completed Sepr. 15.2003 
Themoplast (in addition, Privatization Program prepared) 
Plant Protection (in addition. Privatization Program prepared) 
Blown Packaging (in addition, Privatization Program prepared) 
Extruded Packaging (in addition, Privatization Program prepared) 
Polyplast (in addition. Privatization Program prepared) 
Plastic (in addition, Privatization Program prepared) 
NAP 2000 (Restructuring Strategy Document) 
Hydrocloric Acid (Restructuring Strategy Document) 

The following Zorka Group companies did not require RPD preparation: 

Non-Metals: This company was successfully auctioned uithout resmcluring to a 
foreign investor on December 26.2003. 
Non-Ferrous Metals: This company was resolved through a three-year lease. . Mineral Fertilizers: This company was resolved through a three-year lease. 
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Energy: This company will remain in its current status due to the terms of the 
lease contract for Non-Ferrous Metals. 
Transport: This company will remain in its current status due to the terms of the 
lease contract for Non-Ferrous Metals. 
Trade, Apartment, Research Center, DR. Social Standard. Security. Economic 
and Legal Ownership: These companies have no production capacib. and their 
resolution option is being coordinated by the Municipality of Sabac. The 
resolution primarily involves transfer of assets to Municipalit? or local 
businesses, with creditors receiving zero proceeds from such transactions. 

2. m g  
comoanies will be recommended for altemative solutions. 

As discussed elsewhere in this report, legal delays in obtaining court appmval of he 
Zorka restnrcturing plan made it impossible to initiate any sales procedures until 
September 2003 when formal creditor approval of the plan was obtained. Shortly 
thereafter, the PA initiated the sale of Non-Metals and the company was sold on 
December 26, 2003, for just under $5 million to a foreign investor. F u n h c m .  six 
other Zorka companies were in a completion status. which should permit t l ~ i r  sale in 
2W2005  given the expected level of investor interest and simplicity of 
asset/company/creditor related issues compared to other subsidiaries. These companies 
included Plant Protection. Blown Packaging. Thermoplast. Plastics. Pol>plast and 
Extruded Packaging. For the remaining companies. alternative solutions u-ere 
recommended. 

3. AU restructurine plans of textile companies will be comoleted. 

As of December 3 I .  2003. Bearingpoint completed RPDs for Pni Maj Pirot and Leteks. 
which had the most likely privatization potential. Restructuring Strategies were prepared 
for those Kluz subsidiaries that will enter restructuring process. No formal rcsrmc~ring 
program was required for four of the seven Kluz subsidiaries or for 10B as [he diapastir 
results indicated a high probability the companies could be sold on an "as-is" basis. For 
Kostana, Bearingpoint delivered a Strategy Recommendation Memo. recomnlending he 
PA to initiate a banluuptcy proceeding at the secured creditors' request. B . 4  on the 
lack of cooperation from managment of BVK and Rudnii. the PA lquested od)- 
limited resources be spent on these two companies. 

4. All Indewndent Business Units of textile companies will be auctioned where 
feasible. In all other cases an alternative asset dismition stratem will be 
imolemented. 

As of May 31, 2004. the PA has announced a July 5. 2004 auction date for lhee of the 
Kluz subsidiaries. Also. the following companies are now in an advanad stage of 
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preparation for sale and we anticipate the PA should be in a position to initiate sales 
procedures in mid-to-late 2004: F'rvi Maj Pirot. Leteks, IOB and Kluz (Grocka and 
Padobrani). 

5. The resbuchuine and vrivatization caoacitv of the Privatization Aeencv will be 
smnethened in all aspects of its activitv: restructurine olan oremtion. creditors 
neeotiations. marketine. auctions etc. 

The restructuring and privatization capacity was further strengthemA as a dinrt result of 
project activity: BearingPoint made detailed recommendations to PA on the creditor 
meetingl negotiation pnxess; delivered restructuring documents that are being utilized as 
a template by the PA staff and other consultants; developed marketing lists and prepared 
procedures for setting up of data rooms (buyen) due diligence process: and asisted mith 
preparation of privatization programs. Additional recommendations were made to revise 
the Restructuring Degree in order to make the restructuring process more efticient as me11 
as specific recommendations to strenghen the PA's internal policies and procedures. 

6. The Contractor will have delivered at least four seminars for MOE and PA staff to 
improve the technical skills in areas that mav include Valuation of Commercial 
Entities andlor Real Estate: Financial Analysis; Contract Neeotii~tions: and 
Management Skills and Oreanization. 

At the PA's request. Bearing Point delivered both on-the-job training and detailed 
seminadwwkshops on restructuring issues including: 

3 seminars in April and May 2002 on restructuring phases and detailed steps to 
be taken by enterprises under the restructuring program. 
1 seminar in April 2002 on "Restructuring for Privatization". 
1 seminar in August 3002 on "Privatization through Bankruptcy". 

III. Company S p d c  Restructuring/Privatita(ion Progress and Results 

The vast majority of project resources were devoted to the actual resuu:nuing and 
privatization of individual companies assigned to BearingPoint by the PA Primary 
efforts were related to Zorka Holding Company (including 20 subsidiary companies) and 
seven textile related companies. which also held numerous operating subsidiaries a 
diverse operating divisions. Although the project team successfully completed ~inually 
all of the key deliverables during h e  term of the project. many hurdles rcsulted in a 
significant number of tasks taking much longer than originally anticipated. Major 
problems included: 
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Pow financial records and controls. Although it was not expected bat socially-owned 
companies would have modem financial and accounting systems in place. the quality of 
financial records was generally very poor and, in some cases such as Rudnik. almost non- 
existent. Some of the companies andlor subsidiaries and operating divisions had either 
ceased operation or were operating with limited number and quality of staff for several 
years already. This resulted in the need to re-verify a significant amount of information 
provided through a series of meetings. phone calls and conferences. 

L e d  ownershi0 of land. buildings and other assets. Virtually none of the companies. at 
the beginning of the project held clear registered title to their real estate propem. 
especially in cases where property was held by a holding company structure hut utilized 
by a subsidiary company that would be sold as a separate entity. In &r cases. propeny 
used by the company was actually owed by some other governmental entity even though 
the company had been using the land or buildings for many years. In some cases. the 
division of property from the holding company to the subsidiaries was extremely 
complex due to the need to obtain creditor approvals. In addition to title pro~lem liens 
against company owned property were often difficult to verify due to poor lien 
registration systems and legal issues that took a significant amount of time :o research 
and resolve. 

Creditor Claims and Court Intervention. In order to prcceed with reorganization. it was 
necessary to identify and verify all creditor claims. both as to their validity d proper 
amount. Although in some cases this was accomplished without too much effca. in other 
cases (See discussion of Zorka Holding below). it was exuemely time consuming and 
demanded significant resources. In the case of Zorka for example. it was also necessary 
to obtain approval of the local courts. which were responsible for approbing all 
reorganization plans involving bankrupt creditors (in this case primarily banks). 
Although Zorka was officially placed in restructuring in July 2002. it was not until July 
2003 that the local court eventually approved the restructuring plan. 

Lack of clear PA Policies and Procedures. When particular issues surfaced regarding 
each specific company. the project team attempted to clarify the PA's position in order to 
determine the appropriate resolution strategy. However. these issues tended to be 
addressed on an "ad hoc" and often inconsistent basis. This resulted in a significant 
duplication of effort since the same issues were often addressed multiplr times for 
multiple companies by various consulting team. Although the RD functitmed as an 
independent division of the PA. it was still required to coordinate all legal issues t h g h  
the PA's Legal Lkpamnent. Even though the Legal Department sometims provided 
written opinions addressing various legal issues impacting the RD. these opinions *me 
never codified or distributed to the PA staff as "official" legal positions. Therefore. 
whenever a legal issue arose. i t  became necessary to re-research the issue for each case 
(even though rhe issues may be identical to one already addressed) and in soms cases. the 

BearingPoinr. Inc. - Emerging Markers Page 7 Novrrlhrr 15.2001 



PA attorney assigned to a particular case may issue a differing opinion from another PA 
attorney working on a different case with the same issue. 

Despite the above hurdles. the project team was successful in preparing the companies for 
restructuring and privatization even though the number of sales was less than hoped for at 
the initiation of the project. However, at the project's conclusion, \irtuall) all of the 
companies are now either ready to be restructured/privatized or very cloie to final 
resolution of outstanding issues which will permit near-term restructurin@privatizatim. 

This report summariw below the key work performed and status for Zorka anJ the seven 
textile companies assigned to BearingPoint during the project. For further detail on the 
work performed, please refer to the monthly reports submitted by Bearing PAnt during 
the term of the project as these will provide significantly more insight as to the day-to- 
day activities and efforts expended for the various companies. 

At the very early stages of the project. the PA. USAU) and Bearingpoint tearn a@ to 
select Zorka Holding and its subsidiaries as the primary pilot project to 1)  identify issues 
relevant to the restructuring of companies in the RD: 2) provide a "live" case study that 
would serve as a basis for future activities of the RD; and 3) hopefully result in he PA's 
first successful privatization of a restructured company. In October 2001. the project 
team began a series of meetings and site visits to various Zorka subsidiary ccmpanies to 
initiate the diagnostic phase of the pilot project. By Febmary 2002. the team had 
classified each of the 20 Zorka subsidiary companies into four categories: Four catqor). 
" A  companies which required little or no pre-privatization restructuring: Eleven 
category "B" companies which had good prospects for sale but which required significant 
levels of restructuring in terms of debt. labor. andlor legal issues: Two category 'T" 
companies which required difficult policy decisions on the pan of the PA due to political 
or other problems: and Four category " D  companies which should eiher be sold or 
donated to a local municipality. 

At the same time as the diagnostic phase of the Zorka companies was being completed. 
the project team also spent a considerable amount of time meeting the Bank 
Rehabilitation Agncy ("BRA) and other governmental agencies regarding forgiveness 
of debt from companies in the restructuring program (Zorka included) to w i w s  
bankrupt banks administered by the BRA. 

Between February and July 2002. the team continued the diagnostic phase orZorka and 
its subsidiaries and eventually developed a privatization strategy that served as the basis 
for the PA's formal initiation of Zorka's restructuring on July 9. 2002. Ccmcurrenrly. 
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Bearing Point worked on the numerous technical issues related to the restrucnuing. 
including development of a creditor claim database that would be utilized in recording 
and verifying all creditor claims which were estimated to be up to 10.000 mdividual 
claims. Negotiations were initiated with major creditors in July 2002 in order to receive 
preliminary approval of the proposed restructuring plans. By August 2002. valuations of 
the companies were substantially completed and the process of reviewing and verif?ing 
creditor claims was underway for in excess of 7.000 claims that had already been filed. 
During this period. efforts were also directed toward the land suney of M a  propen) 
(Zorka operated its subsidiaries from numerous locations but a significant number of 
subsidiaries operated within one primary location which utilized common infrastructure 
and lacked any formal easements or right of use agreements related to the inlrastructure 
or common property utilized by more than one subsidiary). 

By October 2002, the team was in the process of finalizing formal draft resmcruring 
programs for seven Zorka subsidiaries and had finalized two such programs (Zorka 
Holding and Blown Packaging). which were being reviewed by the PA and BRA. 
However. at that time. it became clear that the resolution of Zorka's deht to BRA 
controlled bankrupr banks would be more complex than originally envisioned. The major 
complication related to London Club loans originated by Sabacka Bank (then in 
bankruptcy and under court administration) but funded through B-dska Bank which 
was also in bankruptcy and under a different court administration. Other w ' o r  creditor 
meetings were also ongoing during this period but the SabackdBeorpadska Bank debt 
remained the most complex and time consuming. Without going into excessive detail 
(already including in the periodic monthly reports). final resolution of the bank debt issue 
was not obtained until July 2003 at which time he Belgrade coun (respmible for 
Beogradska's bankruptcy) finally approved the restructuring plan related to the division 
of Sabacka related debt to Zorka Holding among seven Zorka subsidiaries. However. the 
legal opinion of the coun decision also indicated that additional approval was required of 
the Valjevo COW (responsible for Sabacka's bankruptcy) for the division of debt as well 
as division of assets and Liabilities among he subsidiaries. This prucess was completed 
over the next two months and the PA was finally able to hold a formal creditor's meeting 
to approve the Zorka restructuring plan on September 15. 2003. Immediatel) thereafter. 
prioriry was given to registering the individual assets in the names of the subsidiaries 
(this could not be accomplished prior to obtaining the above mentioned court and creditor 
approvals). In November. Bearing Point, the PA and USAID agreed to concentrate 
remaining project resources on the textile companies and Nm over resporsibilit). f a  
remaining Zxka activities to a new consultant to be engaged by the PA. In December. 
all work papers and work products generated by Bearing Point were rumed over to h e  
new consultant and Bearing Point relinquished any funher responsibility for i!!a or its 
subsidiaries. It should be noted that on December 26. 2003. the PA successfully sdd  
Zorka Non-Metals through an auction that generated a sales price of approrimatel\ 55 
million USD. Although this sale officially took place after we relinquished mponsibilit). 
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for Zorka the sale would not have been possible had it not been fw the almost two yean 
effort of the project team to gain approval of the Zorka restructuring plan. 

During the exit meeting in February 2004 with the PA Director, RD key mtnagement 
team, and USAID, the PA Director expressed gratitude to the USAID for the assistance 
since 2001. emphasizing that the lessons learned by the Zmka restructuring pnxress were 
key in designing overall policies and procedures that are now applicable for the 
restructuring of the remaining companies. 

TextildCIothine C o d e s  

Following the PA's formal initiation of Zorka's restructuring in July 2002. rhe project 
Work Plan was revised to focus more work on the seven textile companies :wi_ened to 
Bearingpoint. These seven companies were identified as follows: 

1. BVK (woolen yam) 
2. Rudnii (garments) 
3. IOB (footware) 
4. Prvi Maj (garments) 
5. Leteks (wool yam & fabrics) 
6. Kostana (leather shoes) 
7. K ~ U Z  (garments) 

Throughout the remainder of 2002. major efforts were expended in assessing the 
financial, operating and legal status of the above companies in order to devclop riable 
resrmcturinglprivatization program for each company. In addition to significant levels 
of effort from numerous local hires in the financial and legal analysis. the project team 
also brought in three foreign experts in the respective industries to perform various levels 
of operationaVviability assessment. As a result. there were distinct and significant 
variations in the amactivenesslsaleability of the various companies with smne being 
relatively amactive and currently producing for foreign markets while ohem had 
virtually ceased operations or were not viewed as viable. Although the rebised July 2002 
Work Plan called for Bearingpoint to only complete the Phase I Diagnostic Reviews of 
the seven textile companies. by January 2003 sufficient p r o p s  had been ntade in he 
diagnostic phases to allow initiation of Phase 11 (restructuring) and Phase I11 
(privatization) activities for some selected companies. The team had &livered an 
Executive Summary and Draft Final Report on its findings from the diagnostic re\ieus in 
December 2002 and continued to work with the PA in January 2003 to finalize the repon 
and gain PA concurrence on its recommendations. 

As an example of the project exceeding expectations to only complete the diapmtic 
phase for the textile companies, the advisors met with potential investors (Uni~ed Fashion 
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Makers from the Netherlands) at Prvi Maj to discuss a range of financial and operating 
matters. Based on initial analysis. we believed Prvi Maj was an attractive company and 
could be easily sold in a relatively short period of time following restructuring. In March 
2003, the advisors provided a recommendation to the PA to enter Pni Maj. IOB and 
Leteks into the restructuring program. 

Prvi Maj - 
Based on the advisors' recommendations. the PA formally placed h i  Maj in the 
restructuring program on March 6. 2003. During the next three months. the ad\isors 
assisted the PA in completing the various pre-privatization tasks including claims 
processing and verification. valuation, legal assessment and preliminary pri;.atization 
strategy assessment. In June 2003. Bearing Point completed the draft Resrructuring 
Program Document ("RPD) and initiated a series of meetings and discussions with PA 
and Prvi Maj management in order to finalize the document. By August 1003. the 
advisors and PA management held a series of meetings to finalize a privatizatior stratem. 
These meetings resulted in agreement to pursue a company sponsored sale of its main 
production facility rather than to proceed with fonnal restructuring which wmld take 
considerably longer to accomplish. This strategy was contingent on the PA being able to 
achieve a sales price for the production facility close to the final valuation (which we 
believed possible) in order to minimile any possibility of successful creditor objxtions to 
the sale. The primary reason for attempting the company sponsored sale was that the 
most likely buyer of Prvi Maj's production facility (UFM - a major Dutch clothing 
producer) indicated a strong preference to close the sale by November 2003 as mj- delay 
beyond that point would not allow them to take advantage of the summer clothing 
production schedule. In September 3003. the advisors met with representatives of LIFM. 
the PA and Prvi Maj to discuss the timing of the sale and numerous technical issues 
resulting from their initial assessment of Prvi Maj during their site \isit in Pirrlt prior to 
the meetings in Belgrade. 

As a result of the meetings with UFM, two major issues surfaced which rtltimately 
delayed the sale as planned. f i rs t  UFM indicated it was not interested in purchasing the 
Knit Ware production facilities and was only interested in the Structured Clothing 
division. Because both of these facilities were operated in close proximity uirhin the 
same complex, they share common infrastructure assets (i.e. streets. water. electricity and 
steam pipelines and a steam production facility located within the complex). In order to 
sell Structured Clothing as a separate until. the land and infrastructure assets wmld have 
to be legally divided, including a physical survey of the facilities and legal separation of 
the facilities. including detailed easements and rights of use apernents. The second. and 
most problematic of the two issues was an old mortgage lien which had been ,registered 
by Pirotska Bank on h i  Maj's production facilities which was claimed by Pimska Bank 
in the creditor claim process but disputed by Prvi Maj. UFM expressed much concern 
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about the legal title to the property and stated it could not proceed with a pun-hase until 
the ownershiflien status of the property was resolved. 

Following the meetings with UFM in September, the advisors and PA staff were 
successful in convincing UFM that it should consider purchasing the Knit Ware dibision 
of Prvi Maj since the value of the Knit Ware facility was relatively small in relation to the 
whole facility and it wwld allow them to control all infrastructure assets v.ithout the 
signiticant legal hurdles involved in dividing the property. However. the P i n r s h  Bank 
mortgage issue continued to delay any possibility of sale. The advisors and PA met on 
numerous occasions with the BRA (which had oversight over Pirotska Bank) to resolve 
the Pirotska Bank claim in a timely manner. It should be noted that all documentation 
available indicated that this lien was no longer valid (see monthly reports for extensive 
details on this issues) and that Pirotska Bank was being unreasonable in climing the 
validity of its mortgage. Bearingpoint advisors drafted a proposed settlement agreement 
between Prvi Maj and Pirotska Bank which we believed to be a v e y  reasonable a p p m h  
to solving the problem - it would have allowed Pirotska Bank to obtain a mortgage on 
Prvi Maj's retail stores once the validity and amount of any mwtgag was cetermined. 
Pirotska Bank refused to be cooperative and this issue was still not completely resolved 
by the end of the project. Only during the January-May 2OOj extension period. the 
advisors and PA were successful in obtaining additional documentation tc suppon a 
rejection of Pirotska's mortgage claim and pmeed  with a sale of h i  Maj. 

Kluz - 
Kluz actually consisted of eight companies, DP Klur the holding company. and seven 
subsidiaries (Kozara. Padobrani. Trgovaska Mreza Tisa Stem. Plitvi~x. and Grocka). 
Substantially all of Bearingpoint's efforts were directed toward the subsid~~uies as the 
holding company was essentially a shell company that was placed in pe-bankruptcy 
procedures. Among the subsidiaries. a majority of our work was focus& on four 
subsidiaries (Tisa, Srem, Plitvice and C m k a )  which were most likely to be salable 
within the term of the project. The other subsidiaries involved more complex issues tied 
to the eventual resolution of the holding company. particularly joint and several liability 
issues of the subsidiaries for parent company debt. By May 2003. the PA instructed the 
advisors that only DP Kluz should be placed in restructuring to see if creditors raised the 
joint and several liability issue. 

In July 2003, work was being completed for initiating the sale of Tim. Srem. Plitxice and 
Grocka on an "as is" basis without restructuring. At that time, it was believed lhese four 
subsidiaries cwld be sold before the end of 2004. Although all diagnostic work and 
valuations for these subsidiaries had been completed. the companies themiel\es w ~ r e  
q u i r e d  to complete various tasks such as obtaining lists of immotable properr?. from the 
Geodetic Office, registration of land in the Cadastre register. and finalizing the formal 
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privatization programs. Throughout the next few months and into early 2001. the 
advisors continued to encourage the PA to put pressure on the management of these four 
companies to complete the necessary steps to initiate the auction procedures. However. 
the necessary work for Srem. Tisa and Plitvice was not completed until s M y  before the 
project's completion and these companies are now scheduled for auction on July 5.200). 
Thus, although these companies had not been privatized by the end of the project term. 
Bearingpoint's assistance was instrumental in the PA's ability to prepare the zompanies 
for sale and implement the official auction procedures. 

IOB - 

On January 22. 2003, IOB creditors approved a Compulsory Composition Plan which 
provided that its debt be rescheduled with a 2 year grace period on payments and 
quarterly payments of interest and principal in the third year. Based on the diagnostic 
work and valuations prepared by BearingPoint, it was believed IOB could be sold on an 
"as is" basis with the rescheduled debt plan. In July 2003. the advisors tielivered a 
strategy approval memorandum to the PA and began assisting the company in preparing 
the Privatization Program. Over the next two months. the advisors continued to help the 
company management in preparing the Privatization Pmgmm. However. during this 
time, it became clear that certain outstanding issues (related to correcting e m  in the 
company's share register at the Cenrral Share Registry. resolving land ownership issues 
related to the Zernun parcel which was technically registered as state-ouned) ume slou- 
in being resolved. Despite several meetings held between the ad\-~uxs. 10B 
management. and relevant governmental officials in the Fall of 2003. except for re- 
registration of the company's propeny from State-owned to Socially-owned status. 
necessary cadastre registration for several of the company's retail properties is still 
outstanding. However. we believe these are relatively minor issues that can b: addressed 
quickly if the PA can encourage management to focus its effons to get them resolved. 
Thus, as of the end of the project. IOB was substantially prepared for privatization. 

Leteks - 
All diagnostic and analytical work for the privatization of Leteks was completed during 
the term of the project. including completing the formal creditor claims process in 
January 2004. Significant effort was expended by the local Legal Adbiscr regarding 
Leteks' land ownership. lien status, major creditor approvals for resmcruring and other 
matters between January and May 2004. As of the completion of the project. the draft 
Restructuring Program has been prepared and is in the process of being findized. The 
advisor believes formal creditor approval of the restructuring plan could be obtained in a 
very short period of time. 
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BVK - 
Following completion of the initial diagnostics and valuation in mid-2003. limited project 
resources were devoted to BVK, with the concurrence and agreement of the PA and 
USAID. Initial diamostics were limited in scooe as the adbisors were unsu--ful in 
obtaining much of th;: necessary data and docunients from the company. As of January 
2004, only basic balance sheet and income statements had been provided to BcuingPoint.   ow ever: we were informed by the PA that it formally p"blished notin. of BVK 
restructuring on March 5" 2004 in order to initiate the creditor claims ~IUCC'SS and all 
additional analytical work for the restructuring would be the responsibili~ of the advisor 
to be engaged with World Bank funds following termination of this project. 

Rudnik - 
Following completion of the initial diagnostic and valuation in mid-2003. virmall)- no 
project resources were devoted to Rudnik as little or no data could be obtained from the 
company which had not been operating as an enterprise for approximately two )ears. 
Although one individual continued to function as the company's Managing Director. he 
was not able to supply many of the documents necessary to assess the :ompan)-'s 
financial or legal status. Although we believe bankruptcy is the most likely resolution of 
the company. the PA in January 2004 indicated that the Serbian Developmenr Fund had 
initiated discussions with the PA's Executive Director regarding a possible debt/equit)- 
swap. However, in our opinion. the viability of this plan seems questionable @\-en the 
non-operating status of the company and uncertainty as to the level of creditor claims and 
legal status of the company's assets. The PA will transfer further responsibility for 
Rudnik to a new advisor to be engaged with World Bank funds follouing termination of 
our project. 

Following initial diagnostic work in early to mid-2003. the advisors devoted \irmally no 
mources to this company. Secured creditors were unwilling to support any resmcruring 
proposal and both the PA and management of the company a@ that bankruptcy was 
the only iiable alternative. Accordingly. the resolution of Kostana will be det~&ned by 
the secured creditors and their decision as to when to initiate formal fomlosure or 
bankruptcy actions against the company. 
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N. Other Assistance to the Privatization Ageacy 

Throughout the term of the project. Bearing Point advisors provided a wide variety of 
"other" assistance to the PA. which supported overall privatization s t r a w  and 
organizational development. Although the monthly reports provide significantly more 
detail regarding specific activities. following are a summary of some of the major efforts: 

Legal and Regulatory Assistance 

The advisors drafted the Restructuring Decree. Memorandum of Understanding with the 
BRA, procedures for formal creditor negotiations. and proposed amendments to the 
Auction Decree. Additionally. particularly during the first year of the project. a 
significant amount of resources were devoted to numerous meetings and cmferences 
with various interested governmental and donor organizations in coordinating an oberall 
privatization strategy and issues resolution mechanism. The advisors providtd material 
input in suggested amendments to the bankruptcy law as well as coordinating efforts with 
the BRA, bankruptcy trustees and judges in gaining support for the reitructuring 
programs of the PA. 

Public Relations Assistance 

Bearingpoint advisors provided a significant level of Public Relations ("PR") assistance 
to the PA. This project team spent a significant amount of time coordinating these efforts 
with the PR advisors and the PA in assuring that the PR work products were consistent 
with the technical aspects of the restructuring/privatization efforts. Particular areas u-here 
this project team contributed in the PR area included setting up a press office a the 
Ministry of Economy and Privatization: generating public awareness and support f a  the 
privatization process through billboard and TV media campaigns: developmert of public 
awareness surveys: and designing a database of over 700 firms to be privatized in Serbia 
and which would be integrated into the PA's website for local and foreign investor 
information. 

Marketing 

In early 2003. in anticipation of upcoming sales efforts for Zmka subsidiaries (primarily 
those in the chemical and plastic industries) as well as the textilelclo(hing cm.panies. the 
advisors initiated efforts to 1) develop a database of potential local and foreign investors 
for each company: 2) prepare detailed marketing materials to be provided to potential 
investors: and 3) prepare guidelines and procedures for the orpanii.ation and 
implementation of investor due diligence at the various companies. As a result. 
Bearingpoint provided the PA with an industry-specific database of international 
companies with relevant contact information that will be invaluable in contacting 

BearingPoinI. Inc. -Emerging Markers Page I5 Smenl6cr 15.2001 



potential investors, not just for the companies included in our project but all companies to 
be privatized in the chemicaVplastics and textile/clothing industries. Working with 
specific companies, and the Bearingpoint financial and legal advisors responsible for the 
relevant companies, the Marketing advisor developed specific marketing leners for each 
company that provide historical background on the companies as well as relevant 
financial, legal and technical operational data needed to attract investor interest. 
Additionally, the Marketing advisor spent a significant amount of time with various 
company management providing them with guidelines on how to conduct investor due 
diligence. including procedures for setting up data rooms, relevant information to be 
included in the data m m ,  management interviews, etc. Even after terminati~m of the 
project. these efforts will continue to be of value to the PA as many of the work products 
(i.e. databases, policies and procedures. marketing materials. etc.) will continue to be 
utilized by the PA and company management for future privatization efforts. 

Training 

In addition to a significant level of on-the-job mining through PA staff anendance at all 
key meetings and discussions of major project and company related issues. the project 
team provided five seminars in 2002 dealing with key issues on resuucturing and 
bankruptcy. Additionally, our marketing efforts also provided long-term benelils to the 
PA and company staff through their participation in the development of marketing 
materials, data room preparation and due diligence procedures to be utilized dunng the 
sale process. 

BearingPoinr. Inc. - Enurging Markers Page 16 



V. Lessons Learned and Recommendations for Future Activities 

As mentioned elsewhere in this report. the advisors and the PA faced numemi hurdles 
in their efforts to restructure and privatize the companies included in the project portfolio. 
While some of these hurdles were external (in the case of legislation and judicial 
procedures). others were managemenVorganizational and dealt with procedures used b>- 
the project team, PA and company management in day-to-day activities. As a result of 
these efforts, we believe the Bearingpoint advisors have prodded a much stronger 
organization within the PA staff to cany out the restructuring/privatization procdures in 
the future. Following are just a few of the areas which we believe the PA staff has a 
much better understanding and which will contribute to be more effective oi-gmization 
going forward through lessons learned during this project: 

1. The need to standardize restnrcturing and privatization policies and prucedures. 
Formal policies and procedures provide staff with guidance as to how to address 
various issues as they arise. Throughout much of the project term. we obsen-ed 
significant duplication of effort among the various project teams (not only those 
under our project but also those being handled by other advisors) in wing to 
address various legal and procedural issues on a case-bycase basis. In man>- 
cases. the lack of formal policies and procedures (including legal opinions) 
resulted in conflicting positions/approaches among the project teams as well as 
too frequent changes in positions leading to much lost time and effon. 

2. Appoint a company representative from each Independent Business Unit a 
company to serve as the primary contact for advisorPA staff and to also serve as 
the person responsible for assuring company initiated actions were taken in a 
timely manner. In many cases. the process was slowed down because the project 
team did not have adequate access to management to gather critical data a 
because the company did not initiate actions that only it could lake (i.e. 
registering title to its real estate property in a timely manner. clearing up 
shareholder registration discrepancies. obtaining land surveys. etc.). 

3. Secure key stakeholders' informal approvals (creditors. management. labor 
unions, municipalities, other governmental agencies. etc.) early in the pucess to 
avoid unnecessary delays in ultimate resolution. Each of these "stakeholders- 
can become a major roadblock to the final resolution so identification of potential 
problems earlier rather than later can avoid wasted time and effon. Although 
more formal approvals from these stakeholders may be needed at a later date. 
early informal approvals significantly reduce the probability o: having 
unexpected problems arise at the last minute. 

4. Try to finalize a holding company restructuring plan prior to that of .an)- of its 
subsidiaries. While it is sometimes tempting to devote efforts to subsid~aries that 
appear less complex and for which sales strategies can be quickly developed. 
subsequent problems at the holding company level may make these effms moot 
if all previous transactions between the holding company and subsitliq (i.e. 
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transfers of assets & liabilities and intercompany loans) were not totally 
transparent and without the need for creditor approval. 

5. Distribute procedures and templates for restructuring activities (i.e. creditor 
claims. worker claims, verification of shareholder interest. etc.) to each company 
immediately upon initiating the restructuring process. Since the companies are 
ultimately responsible for initiating and administering many of these functions. 
having them educated and prepared for the process as soon as possible will avoid 
unnecessary delays. 

6. Use bankruptcy where there is little or no hope of achieking a successful 
restructuring in a reasonable amount of time. While bankruptcy may carry some 
political risks for the government, postponing difficult decisions is likely to do 
more harm than good as a) staffing resources could be bener devotetl to viable 
companies; b) the value of company assets are likely to continue to decline or be 
dissipated. 

Recommendations for Future RestnrcturinglRivatization Activities 

Based on our observations throughout the term of the project we have identified seberal 
areas in which we believe the PA's restructuring efforts could be improbed in the future. 
These recommendations are intended to be constructive in nature and shcn~ld not be 
interpreted as criticisms since the project initiated at the "ground floor" of the PA's 
efforts to implement a restructuring program. 

1. Consider establishing an inter-governmental disputes/issues resolution ccmunincc 
to deal with lond ownership and registration issues us well us comolidution of 
multi-entie stare debt for creditor voting actions. As it is quite :>pica1 for 
socially owned companies to have the use of property technically o u d  bl- 
another governmental entity. it is critical that property necessary for the use of the 
company being sold is transferred to the appropriate entity as soon as possible. 
However, it is often difficult to get a timely response from the other entity rn 
having responsibility for the sale. For example. in the case of Zorka a significant 
issue arose because some of the M a  subsidiaries utilized river shipping to 
transport its raw materials and finished products. Because the land needed for 
access to the river was owned by another governmental entity. any potential bul-er 
would either want to own the land or have a long-term right-of-way or easement 
to assure uninterrupted operations. However. although this issue was identified in 
mid-2003, we were never able to achieve a resolution. Likewise. a significant 
portion of socially owned company debt is owed to other governmentll agencies 
or state-owned entities (i.e taxes. social security payments. employee health 
benefits, utilities, etc.). In achieving majority creditor approval for restructuring 
plans, it would be much more effective if these debts could be conscdidated for 
voting purposes so the PA would only have to negotiate with one authorized 
individual or entity. 
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2. Consider effons to educate judgesfbankruptcy trustees on resrructunng and 
privatistion activities to minimize time utilized on each case-by-cuse issue. As 
previously discussed in the Zorka case, the delays in gaining court approvd of the 
plan were quite excessive and could possibly be avoided in future instances if 
judges could be informed of the financial and legal issues of a restructurng plan 
and their key role in the success or failure as aell as the i m p m c e  or timely 
decisions. 

3. Consider amendment of the Auction Decree to provide specifc e.rceprions for 
restructured companies. Unfortunately. the Auction Decree was designed for the 
sale of companies not going through the restructuring process and ,mnlains 
several provisions which we believe unnecessarily inhibits the PA's ability to sell 
equity of restructured companies. Although we provided a proposed re~ision to 
the Auction Decree to the PA in September 2003. no action was taken to adopr a 
revision. 

4. Consider f o m l  adoption of policy to sell "IBU Asset Groups" as pan c fglobul 
restructuring. In late 2003. the PA informally agreed to initiate the sale of 
individual assets by a company prior to adoption of an official restrucruring plan 
by the creditors. While we agreed this may be done on a limited basis (i  e. when 
the sales price at least equals the valuation of such assets). we also discussed the 
potential legal risks stemming from potential creditor objects. Even if a creditor 
challenge to the sale were to be overturned by a court. the challenge i~wlf may 
still create major problems for the PA andlor buyer until a c w n  decision ,and any 
appeal process) is finalized. While these may be acceptable risks in certain 
limited cases, we believe the PA should adopt a more formal policy as to when an 
asset sale may be utilized. This will lessen the uncertainty existing amon5 the PA 
staff and advisors as when such a sales procedure should be used. 

5. Considerfunher foml iz ing und standardizing PA polio' and procedures on key 
issues to reduce timely. and possibly inconsistent. case-by-care dpcisions. This 
issue was addressed in a detailed memorandum from the ad\isors to ihe PA on 
September 3.2003 and included in the September 2003 monthly repoct. 

6. Consider amending the tar lm or relevant fur reguintions to clarifi rhat debt 
forgiven in companies restructured by the P.4 does nor create a taruble event. 
Given the large amount of debt of many companies in relation to their asset 
values, it is possible that the taxes owed by the new owner may exceed the \due 
of the company. Furthermore, uncertainty over the actual amount of taxes o u d  
may make the companies much less attractite to potential buyers or result in sales 
proceeds being much less than they otherwise aould be. If this Issue canna be 

BearingPoint. Inr. - Emerging Markets Page 19 Nnrcmbtr 15.20DI 



resolved, the PA may be forced to revert to asset sales and eventual liquidation of 
the companies rather than equity sales. 

7 .  Consider volwt~ar). liquihtion and bulk sale of assets as a more effectire methnd 
than equie sales. Asset sales could result in much higher purchase prices. as 
investm do not have to factor a number of uncenainties into their valuaticm of the 
companies. Equity sales result in the buyer being responsible for many 
contingencies and undisclosed liabilities that may never occur or exist but for 
which any rational buyer will apply some discount for the risk assumed. 

8.  Consider hiring an environmental expert to assess the liabilities of euch finn 
under restructuring which has any identified potential for enrironntenral %ks. If 
this is not done until after the restructuring program is formally approved by the 
creditors, the sale may not be successful if such risks exist and need to be factored 
into the valuation. Otherwise. it will be necessw to go back and re-negctiate the 
terms of the sale with creditors. 

9. Consider &piing valuation standordr. which assure that uppruisols ,lroper& 
take into account functional and economic obsolescence in the liquidation 
approach to value. In a significant number of appraisals. we noted a material 
difference between the values derived in the liquidation and the discounted cash 
flow approaches, with the liquidation values typically much higher than the value 
obtained from the discounted cash flow method. Generally. investors rely much 
more heavily on the discounted cash flows in valuing companies. It is odr belief 
that the appraisers are not adequately factoring in functional and exronomic 
obsolescence of physical plant and equipment assets: otheruise we would expect 
the two valuation methods to produce much closer values. If investm will be 
utilizing the cash flow approach to value in preparing their offers. but the PA is 
utilizing the higher liquidation values in establishing minimum sales prices. w r  
expect many sales may be unsuccessful and require re-negotiations with creditors 
to obtain their agreement on a lower sales price. 

VI. Conclusion 

At the outset of the project in September 2001. the PA was only in the initial start-up 
phase of establishing the Restructuring Department and the concept of restructuring non- 
saleable companies had yet to be tested in Serbia. At that time. it was known that many 
legal and other obstacles would have to be overcome. including legislative. regulatory 
and judicial issues as well as organizational and procedural development wi th in  the PA. 
Although it was hoped that the PA would be able to pribatize a much larger number of 
companies through the restructuring program within the term of the project. we view the 
overall project as very successful for a number of reasons. The BearingPoiot team was 
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the fvst advisor to the PA's Restructuring Department to s u c d u U y  complete the 
full restructuring of a major company (Zorka in September 2003) and follow 
through with the equity sale of a subsidiary (Zorka Non-Metals in December 2003). 
Also, auction sales of three Kluz subsidiaries were announced prior to the project 
termination date although the auctions will be held subsequently. Also. significant 
progress has been made in preparing the other companies for restructuringlprivatization 
(diagnostic and valuation work was completed on all companies in the project ptwtfdio) 
and many are now in the final stages with privatization likely in the cumnr j a r  hfore 
importantly. we believe the project has resulted in a significant strengthening of the PA's 
organizational capacity to carry out future work in its resmcturing privatization efforts. 
The staff of the RD has now gained extensive experience and knowledge through their 
day-to-day work with the Bearingpoint advisory team and observing their apprsach to 
solving complex legal and financial issues that exist in virtually all companies in the RD 
portfolio. 
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Zorka Group Company - 
Milestones of Bearingpoint Assistance 

- ----- 
Bearinghint 

Zorka entered restructuring program in July 2002 

Verification and reconciliation of claims finalized by February 2003 (started in July 2002) 

Resolution of complex issue of division of assets and liabilities among Zorka Holding and 
20 subsidiaries (pre-contracts signed JanJFeb 2003) 

Informal Zorka Holding creditors agreement obtained mid-Feb 2003 

Land division issues resolved by AprilIMay 2003 

Non-metals General Assembly approves Privatization Program in May 2003, and company ready 
for auction 

Non-ferrous Metals and Mineral Fertilizers leases completed in July 2003 

Joint and several liability clause resolved during March - August 2003 (court decision July 
2003): 

Formal Zorka Holding creditors agreement obtained Sep 2003 

Registry of subsidiaries at Commercial Court during SepINov 2003, as a prerequisite tor privatization 

Non-metals subsidiary sold Dec 2003 - first company from the PA portfolio of companies 
under restructuring 

I Beginning 12/03, responsibility for Zorke Companies transferred to StaniSiC audit, d.o.0. 1 



Zorka Group Companies - 
Key Deliverables 

P 

Valuations completed for 13 subsidiaries of Zorka (the most viable companies) 

Social program prepared for all Zorka Group companies 

Diagnostics completed for the Zorka Group (Holding company and 20 subsidiaries) 

Restructuring Documents completed for 9 companies 

Privatization Programs completed for 7 companies 

Potential investors/buyers identified and data room procedures set up for investor due 
diligence process 

Resolution of 3 companies 

1 company sold (Non-metals) 

2 companies resolved via leasing agreements (Non-ferrous Metals & Mineral Fertilizers) 



Zorka Group Companies - 
Summary of Key Deliverables 

Zorka Holding and 
20 Subridiarles 

Zorka Holding 
Comoanv 

Thermoplast 
Plant Protection 
Blown Packaging 
Extruded 
Packaging 
Polyplast 
Plastic 
NAP 2000 

Hvdroclorlc Acid 

Non-Metals 
Non-Ferrous Metals 

Transport 

Trade. Apartment. 
Research Center, 
DIR, Social 
Standard, Security, 
Economk and 
Legal Ownership 

Valuation I RPD I Priv.tizarion 1 Resolution I 
I 1 Program I I 

NIA 4 

Formal Restructurlne 

I Restructuring Strategy I I Auction I 

J 
i 
J 
4 

- ~ 

~ocument I I 
Restructuring Strategy I Auctlon 

NIA 

I I -- I ~ocument 
- 

4 WA 4 Sold. 12/26/2003 
4 I WA I NIA I Leasing lor three years, with potential 

Dismantling - Final transfer of assets and 
liabilltles 

Com~leted Se~t .  15. 2603 
4 
J 
4 

J 

I I I contract of N&-Ferrous Metals, wlth potentie? 1 

4 
4 
J 
4 

-- 

4 

4 

Auction 
Auctlon 
Auction 
Auction 

prlvatlzatlon afterwards 
In restructuring lor 3 vears based on a leasing 

W A 

NIA 

NIA 

contract of N&-Ferrous Metals, with potentlai 
Drlvatizatlon afterwards 

These companies have no production capacity. 
and their resolution optlon ie belng coordinated 

by the Munlclpallty of Sabac. The resolutlon 
primarily involves transfer of aseets to 

Munlclpallty or local buslnessee, wlth creditors 
1 receiving zero proceeds from such transactions. 

NIA 

WA 

WA 

- 
~rivatization afterwards 

Leasing for three years, with potential 
privatization afterwards 

In restructuring for 3 vears based on a leasing 



Zorka Group Companies - 
Future Activities Bearingpoint. 

Next Steps: 

Auction of 6-8 companies (6 of which have privatization program 
completed) 

Resolution of 7 companies in coordination with Municipality of 
Sabac n 

Completion of restructuring and privatization activities transferred 
to the PA and consulting company StaniSic audit d.o.0. 

Bearingpoint transferred all working files on companies to the PA 



Textile Companies - 
Key Deliverables BearingPoint: 

L.b Y & *  

Diagnostics completed for 7 companies 

Valuations completed for 7 companies 

Potential buyers identified for most companies 

Marketing activities launched for Prvi Maj Pirot, IOB, Kluz 

Restructuring/privatization strategies proposed to PA (asset sales adopted as an 
alternative to restructuring): 

PN~ Maj Pirot - primarily asset sales through auctions 

Kluz - 4 companies sale 'as is'; DP Kluz dismantling; 3 companies restructuring 

IOB - sale 'as is' 

Leteks - initial asset sale, and remaining into restructuring 

Kostana - bankruptcy (initiated November 2003) 

BVK - initial asset sale, and remaining into restructuring 

Rudnik - bankruptcy (this week a debtlequity swap option) 



Textile Companies- Prvi Maj Pirot 
- . ---- * * . . 

Achievements to Date 

Diagnostic completed 

Formal creditor claims process completed 

Company marketing profile prepared 

Valuation Completed 

Social Program prepared 

Company entered restructuring process March 6, 
2003 

RPD drafted and delivered to Company for 
approval 

Potential buyer identified for structured clothing 

PA approved Restructuring Strategy Memorandum 
to sell company via asset sales 

Outstanding Items I 
PMP approval of RPD I 
Informal and formal creditor meetings 

PA facilitation of negotiations with key government 
creditors 

Resolution of potential mortgage of Pirotska banka 
on production hall: 

Issue needs to be coordinated with BRA to 
assure Pirotska banka actions are based 
on factual legal grounds for claim. 





Textile Companies- IOB 

Achievements to Date 

Diagnostic completed 

Compulsory Composition Plan partially adopted by 
the Commercial Court 

Valuation Completed 

Social Program completed 

BearingPoint delivered Strategy Approval Memo to 
PA in July 2003 recommending privatization 'as is' 

BearingPoint delivered in August 2003 form for 
Privatization Program 

Land survey registry completed 

Outstanding Items 

PA approval of Strategy Memorandum still pending 

Determine potential increased secured claim 
amount arising from Compulsory Composition Plan 

Privatization Program preparation 

Registration of shares from previous privatization 
with Temporary Central Registry 

As land of Zemun plant is state owned, PA needs 
to facilitate with Land Registry to obtain approval for 
sale 

PA needs to initiate privatization process 



Textile Companies- Leteks BearingPbint, 
-". * '  " .. a- A * d, +,J . , . 

Achievements to Date 

Diagnostic completed 

Formal creditor claims process completed on 
January 22,2003 

Valuation completed 

Social Program completed 

Company marketing profile completed 

Bearingpoint Restructuring Strategy Memo 
delivered to PA in July 2003 

Land survey registry completed 

Outstanding Items 

PA approval of Strategy Memorandum still 
pending 

Share capital registration into court registry, if 
required 

Company needs to provide an updated review of 
the courVarbitration proceedings 

Opinion of an expert on environmental liabilities 

Informal and formal creditor meetings 

RPD preparation and its approval by Company and 
PA 

Privatization Program preparation 



Textile Companies- Kostana 
I L I I W I I I U I I U I  LWl-8. Ym-"U"*I-- L ". , , "d 

Bearinghint. 

Achievements to Date 

Diagnostic completed 

For all Kostana companies, informal creditor claims 
process completed 

Informal Creditor Committee meetings resulted in 
determination that no restructuring would be 
possible (under PA) due to multiple liens and 
creditors' unwil\ingness to compromise 

Valuation completed 

In April 2003, Bearingpoint recommended to 
creditors bankruptcy or sale 'as is': 

creditors, management, and PA approved bankruptcy 

Kostana entered bankruptcy process in 
Novernber 2003 

Outstanding Items 

NIA 



Textile Companies- BVK 
~ --,e"-.-au- t 

Bearinghint 

Achievements to Date 

Diagnostic partially completed (technicallmarketing 
report) 

20 leases to lessees from textile sector, with their 
commitment to participate in the privatization 
process 

Company marketing profile completed 

Valuation completed 

Social Program completed 

Outstanding Items 

Initiation of privatization and restructuring process 

Claims process 

Informal and formal meetings with creditors 

RPD preparation 

Privatization Program preparation, if required 



Textile Companies- Rudnik Bearingpbint. 

Achievements to Date 

Diagnostic completed 

Company marketing profile completed 

Valuation completed 

Social Program completed 

Creditors claim process on hold until recently with 
the change in company management 

1 Outstanding Items I 
Although some discussion took place in early 2004 

regarding a potential debt-equity swap with the 
Development Fund, our belief is that the company is 
most likely to be resolved through bankruptcy. 



Other Assistance to PA 
%,-,--.-.mmm, t 

Legal and Regulatory Assistance: 
Drafting of Restructuring Decree and subsequent recommendations for its 
amendment 

Drafting and negotiation of the Memorandum of Understanding between the 
BRA and PA 

Drafted procedures to be followed during formal creditor negotiation process 

Public Relations Assistance: 
Set-up of a press office at the Ministry of Economy and Privatization 

Generation of public awareness messages and their dissemination via 
billboards and TV spots 

A trip for the Serbian PA PR staff to the US to meet some of key personnel 
on Capital Hill 
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Some Lessons Learned and 
Recommendations to PA for 

Further Restructuring Activities 



Some Lessons Learned 
er w \ 

Have restructuring and privatization policies and procedures standardized to 
facilitate the process 

Try to secure informal creditor approvals prior to formal meetings 

Try to finalize a holding company restructuring process prior to its subsidiaries 

Distribute procedures and templates for restructuring activities, such as, creditor 
claims, worker claims process, etc. to each company prior to or as soon as the 
restructuring process starts 

Appoint a company representative from each IBUIcompany and instruct himlher to 
cooperate, provide support for all issues related to restructuring 

Secure key stakeholders' buy-in: management, labor union, municipality (our 
Zorka success) 

Use bankruptcy where there is no hope of financial restructuring sooner than later 



Recommendations 
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Bearinghint 

Consider establishing inter-governmental disputelissues 
resolution committee: 

Land ownership and registration issues 

Consolidation of multi-entity state debt for creditor voting actions 

Consider efforts to "educate" judges on restructuring and 
privatization activities (similar to seminarslmeetings that 
Bearingpoint team held for judges) 

Formal adoption of policy to sell "IBU Asset Groups" as part 
of global restructuring 

Consider amending Auction Decree to permit exceptions for 
restructured companies 



Recommendations (cont.) 
, , w  mm 

Consider further formalizing and standardizing PA policy and 
procedures on key issues to reduce timely case-by-case decisions 

Obtain resolution of taxability of forgiven debt 

Effective use of bankruptcy as restructuring alternative 

Consider hiring an environmental expert to assess liabilities of each 
firm under restructuring and privatization process 

PA should adopt valuation standards and criteria for appraisals 
(similar to Bearingpoint experience with Zorka and textiles): 

Valuation process should be modified to have the appraisers further discount the 
value from the current non-adversarial liquidation method (otherwise liquidation value 
continue to be too high and may prevent the court to approve a sale) 



Anachment B 
Statua of Zorka Companies as of December 31,2003 

Name of Company 

Zorka Holdlng 
Company 

Current Stat118 

RPD adopted by Crednors, at the 
Formal Crednors Meetlng 
PA offlclally approved RPD 
Sabacka bank slgned contract wllh 
Zorka Holding based on Valjevo Court 
aulhorlzatlon 
Subsldlarles outside of Sabac slgned 
Dlvlslon contracts 
ZH GA approved transfer of property 
and capital to subsidiaries 

Pending Items 

-- 

Subsldlarles in Sabac to sign DiVISi0n 
contract based on pre-contracts 
Subsidiaries to register m Commerclal 
Court of Valjevo 
Registration d the land ownershlp 
owned by subsidiaries 

Cornpietion Report 
P c E - ~ - 8 0 5 - 9 7 4 0 0 3 7 ~  

HC ownershlp: 
26.03% 

Projectad Date of 
Auction or Other 

Resolution 
Alternrtlve 

Dismantling - Final 
Transfer of Assets 
and Llabllitles by 
Fall 2003. 

Non Metals GA has approved the sale 
of HC's 26% 
Prhratlzatlon Program Compted 

Comment8 

Legal obstacles have to be 
resolved In order to enable 
subsldlarlea to do proper land 
registration. 
Water Management Aulhorlty of R 
of Serbla has 'long standing rigM of 
use" and la the only entitled to glve 
necessary consent for reglstratlon 
of the land ownership on respective 
parcels for both Non metals and 

2003 for approx. 
$5 mllllon USD 

r ,  

I I *C O*U*IhlP 30% . Crednor clalm pr&ess, database and / order to proce2 with Informal and I vedtlcatbn are nnlshed formal creclnor meetlngs I 
RPD prepared and approved by 
Company 
Prlvatlzatlon Program prepared and 
approved by Company 
Dlvlslon ol ansets/ Iiabll~les, algned 
contract M h  ZH 
Company Is ready for sale 
Agreements wllh private crednors 
Monsanto and worklng wllh BRA for 
Sabacka Banka approval 
Crednor clalm procm, detnbme and 
verlcatlon are flnlahed. 
RPD prepared and approved by 
Company 
Prlvatlzatlon Program prepared 
civisbn of asseta/ Ilabllnb, signed 

PA Auctlon Center approval of 
Prhratlzatlon Program 
Reglstry Into Valjevo Commercial 
Court has to take place 
Reglstry In R Serbla Land Survey 
Instnule 
PA's Internal approval of RPD, In 
order lo proceed wan intorrnal and 
formal credhor meetlnga 
PA Auctlon Center approval d 
Privatlzatlon Program 
Regletry In R Serbla Land Survey 
Instnule 

- 

Page 1 of 5 BearingPoint. Inc. 
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Attachment B 
Status of Zorka Companies as of December 31,2003 

Name of Company 

Blown Packaging 
HC ownership: 30% 

Current Strtua 

contract wilh ZH 
Company made new reglstratlon in 
Valjevo Commercial Court 

Company Is ready for sale 
Credltor claim process and database 
are flnlshed. 
RPD prepared and approved by 
Company 
Privatization Program prepared 
Division of assets/ liabilltles, signed 
contract wilh ZH 

Pending Items 

PA's Internal approval of RPD, in 
order to proceed wlth informal and 
formal credltor meetings 
PA Auction Center approval of 
Privatization Program 
Registry into Valjevo Commercial 
Court has to take place 
Registry in R Serbia Land Survey 

Completion Report 
PCE-1-805-97-00037-00 

Projected Date of 
Auction or Other 

Resolution 

Extruded 
Packagiog 
HC ownership: 30% 

NAP 2000 
HC ownership: 30% 

Diagnostic (Phase 1) completed. 
Claims are gathered, database is in 
progress. 
RPD prepared and approved by 
Company 
PCatlzatlon Program prepared 
Company made new reglstratlon in 
Valjevo Commercial Courl 

Dlagnostlc (Phase 1) completed. 
Clalma are gathered, database Is In 
progress 
Restwclurlng Strategy Document 
proparcd and dclkicrcd to Company 
for apprwal 

PA's internal approval of RPD. In 
order to proceed wilh Informal and 
formal credltor meetings 
PA Auction Center apprwal of 
Privatization Program 
Above mentioned division of assets/ 
liabiltties, and registry Into Valjevo 
Commercial Courl has to take place 
Registry in R Serbia Land Survey 
Instttule 
Informal and formal creditor meetlnas 

8 

- ~ 

and PA'e RPD apprwal 
Once Restructuring Strategy 
Documenl is approved by Company 
and PA, prepare RPD for Company 
and PA's apprwal 
ininnnnl awl formal cradnnr mnntlngs 
Above mentioned divlalon ol aesets/ 
Ilabllltles, and reglstry into Valjevo 
Commercial Court has to take place 
Once Restructuring Strategy 
Document la approved by Company 
and PA, prepare RPD for Company 
and PA's apprwal 
Informal and formal credltor meetings 
Above mentioned dhrlslon of assets/ 

Auclion In 2004 

Bearingpoint, Inc. 

B 

Hydrochloric Acld 
HC ownemhlp 3Oe'0 

Auctlon In 2007 

Auctlon in 2004 Diagmtlc (Phase 1) completed. . Clalmo are gathered, database ia In 
progr- 
Restructwlng Strategy Documenl 
prepared and delivered to Company 
for approval 

Potential local buyer interested in 
Hydrochloric Acld and NAP 2000 
a package 

~ofen(lal buyer interested In 
Hydrochloric Acld and NAP 2000 as 
a package 

~ ~~p - 

Page 2 of 5 
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Attachment B 
Status of Zorka Companies aa of December 31,2003 

Name of Company 

Polyplast 
HC ownershlp: 30% 

PlastlC 
HC ownershlp: 30% 

Current Status 

Dlagncstlc (Phase 1) completed 
Creditor clalm process and database 
are tlnlshed. The verlflcatlon of claims 
Is in progress. 
RPD prepared and approved by 
Company 
Prlvatlzatlon Program prepared 

Dlagnostlc (Phase 1) completed 
Claims are gathered, database Is In 
progress 
RPD prepared and approved by 
Company 
Prlvatlratlon Program preparation In 
process 

Pending Itama 

llabllnles, and registry lnto Valjevo 
Commercial Coutl has to take place 
PA's Internal approval of RPD, In 
order to proceed wlth lnformal and 
formal crednor meetings 
PA Auction Center approval of 
Privatization Program 
Above mentloned dlvlslon ol assets/ 
liabllnles, and reglstry lnto ValJevo 
Commercial Court has to take place 
PA's internal approval of RPD, In 
order to proceed with lnformal and 
formal crednor meetings 
PA Auction Center approval of 
Pdvatlzation Program 
Above mentloned dlvlslon of assets/ 
liabilnles, and reglstry lnto Valjevo 
Commercial Court has to take place 
Informal and formal crednor meetinas. 

Completion Report 
PCE-1-805-97-00037-00 

Projected Date of 
Auction or Other 

Resolution 
A l t e r n o t i v ~ ~  

Auction In 2004 

Auction in 2004 

HC ownership 30% Ferrous Metals Mineral 

Mlneral Fertlllzem 
HC ownemhlp 
48.27% 

lor itj months. TMS strategy anecle 
the restructurlng d Mlneral Fertlllzern. 
Energy and Transport. 
Rc:olutlon Stratogy Document 
delivered to PA 
Flnal slgnlng of lease contract with 
Blnanl Group (MD Serblan NEWCO 
and MD International) 
Dlagnoetk (Phase 1) completed 
Clalmo are gathered, database lo In 
progrew 
Resdutlon Strategy Doment  

Bearing Polnt ceased actlvny due to 
leasing strategy adopted by PA 

Accomplished: 
Lease for 3 yeam. 
with expected 
pdvatlzatlon 
thereafter 

Ahernatlve 
resdutlon 
Accompllohed: 
Lease lor 3 yearn. 
with expected _ 

. .-. . ..~.. 
Fertlllzers. Energy and 
Transport remain In 
restruclurlmg program lor 3 
years, wllh prlvatlzatlon 
thereatler. 

---- - -- 
Per Lease Contract of Non 
Ferrws Metals. Mlneral 
Fertlllzern wlll remaln under 
restructurlng lor 3 yearn, with a 
posslblllty tor prhratlzatlon --- 

Page 3 of 5 



Attachment B 
Statua of Zorka Companiea as of Decambar 31,2003 

HC ownership: 
100% 

I Name of Company I Current Stcltur 

HC ownership: 
100% 

Pending ltemr 

- 
16 partment: 
- t .I, and ""dlv, 

capnal of all 
shareholder8 
(Zwka Holding. 
Non Metals. 
Therm~last. 
Polyplast. Paints 
and P h e r m ? ~  

~ ...... .. ~-~ . 

delivered to PA 
Leasing approved by PA 
Flnal slgnlng of lease contract wlth 
PhanaCom 
Diagnostic (Phase 1 )  completed. 
Credltor claim process and database 
are finished. The verlflcatlon of claims 
is in progress. 
Resolution Strategy Document 
delivered to PA 

Bearing Point ceased ectivny due to 
leasina t e n s  of Non-Ferrous Metals 
and ~ inera l  Fertilizer 

Dlagnoatic (Phase 1) completed. 
Clalms are gathered, database la in 
progress 
Resolution Strateav Document 

. Bearingpoint ceased aclivltiy due to 
leasing terms of Non-Ferrous Metals 
and Mineral Fertilizer 

Dlagmtlc (Phase 1) completed 
Claima are gathered, database is in 

progress. 

PA to adopt restructuring/ prlvatizatlon 
strategy 

progress. 
- 

Dlagmtlc (Phase 1) completed t . . . .- . - . - - - - ---. - - - 
PA to adopt restructurlng/privatizatlon 

Alternative 
resolution 
Accomplished: 
Lease for 3 years - 
wnh expected 
privatization 
thereafter 

Projected Date of 
Auctlon or Other 

Resolutlon 
Alternatlve 

privatization 
thereafter 

, Clalms are gathered, database IS In , *trntKlY 

Alternative 
resolution 
Accomplbhed: 
Lease lor 3 years - 
with expected 
privatization 
thereafter 

Comments 

afterwards 

Per Lease Contract of Non 
Ferrous Metals, Energy will 
remaln under restnrcturlng for 3 
years, with a possibllny for 
privatization afterwards 
Energy supplies energy to all 
Zorka and companles outside 
of Zorka system. 
Assets pledged to secure 
investments of lessee of Non 
Ferrous Metals 
Per Lease Contract of Non 
Ferrous Metals. Energy wlll 
remain under restruclurlng for 3 
years, with a posslblllty for 
privatization afterwards 
Transport controls rail and port 
lacillties that are required to 
operate Non Ferrous Metals 
Assets pledged to secure 
Investments d lessee of Non 
Ferrws Metals - 

2004: No auctlon - I The comDenv has no 
alternative . 
resolution method 

2004: No aucllon - 
alternative 
resolutlon method 

. The company has no 
Droducllon/ 

BaringPoint, lnc. * Page 4 01 5 



Attachment B 
Status of Zorka Companies aa of Dacember 31,2003 

I I I 
- -- 

Name of Company Currant Statua Pending Itema 

17 

. - 
Negdiatlons with HC, Zorka Pharma I L Sabac related to the mergerlsaie ol I 

Projected Date of 
Auction or Other 

Resolution 

Research Center 
HC ownership: 
100% 

Diagnostic (Phase 1) adopt restructuring/ privatization 
Claims are gathered, database Is in strategy 
~rwress. 

negotiations with 
Zorka Phanna I 

Commenta 

Altarnative 
2004: Depending 
on the 
Municipality's 

Sabac Municipality is taking the 
lead 

18 

Securny 
HC ownership: 
100% 

DIR 
HC ownership 
100% 

19 

Economic and 
Legal 
HC ownership 
100% 

Social Standard 
HC ownership 
100% 

t I steel?) I 
Sabac Munlclpality Is in negotiations Government ol Serbia's decision to 1 2004: No auction - I Sabac Municipality is taking the 

Claims are gathered, database is in 
progress 

with HC on the lake over ol pod and approve a request by Municipality ol alternative lead and will coordinate with 
athletlc tlelde for tax forgiveness. I Sabac to take-over the company I disposition method 1 thePA I . Clatms are gathered, database 1s in I PA to adopt reatructurtna/ prhratization I (transfer of assets I I 

PA to adopt restructuring/ prlvatlzation 
strategy 

. 
progress 
Claims are gathered, database is In 
progress 
Diagnostic (Phase 1) completed 
Municipality is leading dlsnnislons 
with Zorka Pharma. Paints and other 
businesses to take wer company 

Claims are gathered, database is in 
progress 

2004: NO auction - 
alternative 
disposition method 
(transfer to US 

- 
strategy 
Same as lor Social Standard 

Potentlal merger with another 
organization (US Steel) for 
handicapped workers 

alternative 
disposition method 
(sale to local 
companies in 
Sabac or trawler to 
Munici~alitv ol 

Sabac Municipalny Is taking the 
lead and will coordinate wlth 
the PA 

PA to adwt restructurina/ privatization tsabac7' 2004: No auction . - I Potential memer with ~ o i d i G  - .  
strategy anernatlve I Company as ill financlal a d  

disposition method legal records are held by 

I company and has no 
production or sewlce that can 
be privatized 

1 - 

He%p)nkihility for ull 7~) rku  Colnpunies wus trunalerrcd fro111 Hcuring Point to the fir111 of Stanisic Autlit. I).O.O, cl'fectivc I)ecel~lhcr 2003 i n  ortler to focus 
rcr~~uining ic\ourccs on the textile tirlr~s during the lust few nlonths ofthe projccl. This wus done with the concurrence o l  USAII) und ut the request of the PA, 

BearingPoint. Inc. 
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Attachment C 
Status of Textile Companiao - May 31,2004 

Name of 
Company 

Pwi Maj 

DP Kluz 

Kluz- 
Podobroni 

Current Stotuo 

Diagnostic (Phase 1) completed 
lnformal Creditor clalms process 
cwnpieted 
Company marketing profile prepared 
Valuation completed 
Formally entered restructuring process. 
March 8, 2003 
Incorporation under 1996 Enterprise 
Law 
RPD drafted and delivered to Company 
for approval 
Potential buyer Identified for structured 
clothing 
PA Approval d Aestructurlng Strategy 
Memorandum-whole company sold as 
groups ol assets 

Diagnostic (Phase 1) 
Completed 
Valuation compleled 

BearingPoint, Inc. 

r;7 

Dlagmtlc (Phase 1) completed 
lnformal Crednor cialms process 
completed In February 2003 
Company marketlng profile done 
Strategy Approval Memorandum 
delhrered to PA 

Diagncdtlc (PhMe 1) canpleted 
Informal Crednor clalma procear 
Completed In February 2003 
Company marketlng prdlle done 

Pending Itemr 

Company's apprwal of RPD 
PA facilnates negotiations wlth key 
government crednors (Ministry of 
Finance, Development Fund, 
Pension Fund etc.) 
lnformal and formal creditors 
meetings 
Resolution of potential lnigation by 
Pirotska Banka if were to challenge 
the rejection of its claim-BRA 
should be Involved in this. 
Final claims to be verified. 
Survey and formal divislon of 
production facllny property, including 
any necessary easements, H 
Structured Clothing is to be sold 
separately from Knnware. 

Completion Report 
PC€-I-805-97-00037-00 

Alternotlve 
Late 2004 

Projected Date of 
Auction of Other 

Reoolutlon 

When Company initiates asset 
sales, it determines the sale 
starling price and organizes sales 
procedure. PA approval is still 
required. 
Two key assets wlll be offered for 
sale: S t ~ ~ t ~ r e d  clothing and 
Individual retail stores. 
Other assets could be sold i f  
procedure adopted to transfer 
funds to PA account for 
dlstrlbutlon to creditors. 

Comment8 

I. moninring of bankruptcy j 200.4: M auction - j DP K~UZ attempted to spimft 7 
status. bankruptcy subsidiaries and transler ns 

I I 
. . - .. -~ - ~ ~~ - - ~- 

I assets to them in 1998. and is in 

Land Cadastre Reglstry 
Informal and formal creditors 
meetings 
RPD preparation lor Company, PA 
and crednors approval 
PA's to adopt restructuring/ 
privatlzatlon strategy 
Kluz companies must finellze 
dlvlslon d asrelu if) rl~utunl 
agreement-requlred lor Land Book 

Second half of 2004 

imcrlpllon -- ,,.,,," -, ." 
Land Cadastre Registry 3 Second ha1 of 2004 
Informal and formal crednors 
meetingo 
APD preparatlon lor Company, PA 
and crednors approval 

pre-bankruptcy procedure 

Company must be inscribed in 
Lend Books before ~rtvatlzatlon 
can take place. PA must pressure 
the company to expedne this 
process. 

Company must be Inscribed in 
Land Books before prtvatlzatlon 
can take place. PA must pressure 
the company to expedne thlr 
process. 

Page 1 of 4 



Attachment C 
Status of Textile Companies - May 31,2004 

Noma d 
Company 

Kluz 
Trgovacka 
Mrua 

Current Statua 

-- - -- -- - - - -  

Diagnostic (Phase 1) completed 
Informal Creditor clalms process 
completed February 2003 
Company marketlng proflle done 

Analysls of key legal and f~nenclal 
~ntormatlon, lncludlna credltors - 
composlllon 
Marketlng proflles done and preliminary 
marketing actlvllles 
Valuation report 
BearingPolnt recommendatlon to PA to 
apprwe an auction of the Company 'as 
IS' 
Analysls of key legal and Ilnanclal 
lntormatlon, Including credllom 
composttion 
Marketlng proflles done and prellmlnary 
marketlng actlvnks 
valuation repon 
BearlngPolnl recommendatlon to PA to 
apprwe an aucllon of the Company 'as 
18' 
Privatlzatlon Program complete -- 
Analpls of key legal and Ilnanclal 
lntormatlon, lncludlng crednom 

-- 
C. 

Completion Report 
PCE-I-805-87-00037-00 

inicription 
Land Cadastre Registry 
lntormal and formal credllors 
meetings 
RPD preparation lor Company. PA 
and credltors approval 
PA to adopt restructuring/ 
privatization strategy 
Kluz companies rnust finalize 
dlvlslon of assets In mutual 
agreement-required for Land Book 
inscription 
None 

-- 

Pandlng Itema 

. PA's to adopt rest&cturlng/ 
privatization strategy 
Kluz companles rnust flnallze 
dlvlslon of assets In mutual 
agreement-requlred for Land Book 

None 

Second ha# of 2004 

Projected Date of 
Auctlon of Other 

Reaolutlon 
Altarnatlva 

July 2004 

Commenta 

July 2004 

July 2004 

Company must be Inscribed In 
Land Books before privatization 
can take place. PA must pressure 
the company to expedlle this 
process. 

Auctlon date scheduled for July 5. 
2004. 

Auction date scheduled for July 5, 
2004. 

- -  - 

Auctlon date scheduled for iiy 5, 
2004. 

~~ ~ .... . 
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Attachment C 
Status of Textile Companiee - May 31, 2004 

Company 

- 

Current Statua 

composnlon 
Marketing profiles done and preliminary 
marketlng actlvnles 
Valuation reporl 
BearingPoint recommendation to PA to 
approve an auctlon of the Company 'as 
I.' .- 
Analysls of key legal and flnanclal 
information, lncludlng credltora 
composnlon 
Prellmlnary marketlng actlvny 
Valuation report 
Privatization Program preparation 
Bearingpoint recommendation to PA to 
approve an auctlon ol the Company 'as 
is' 

BP recommended strategy in February 
2003 
RPD drafted 
land Suwey Reglatry 
Identlicatlon/ contlrmatlon by the 
Company ot all assets under llen 
Restrudurlng Program dratted 

10 

IOO exited compulsory compos l t ion~ 

Dlagnostlc (Phase 1) completed 
Valuation, completed 
Credilor clalm proceao completed 
BearlngPolnt delivered in July 2003 to 
PA a Strategy Approval Memo 
recommending prlvatlzatlon 'sl, W 

L.1.b 

Pending Item8 

Diagwmtic (Phase 1) completed 
Formal Crednor claims process 
completed January 22,2004 
Company marketlng prdile completed 
Valuations completed 

Land Cadastre Registry 

Company must obtain list ot 
immovable properly from Republic 
Geodetic Offlce to enter auction 
program 

Share CapHal registration Into Court 
Registry 
Company provides an updated 
revlew ol the court1 arbilratlon 
proceedlngs 
Opinion of an expert on 
environmental llabllities 
Informal and lormal creditor 
meetings 
Apprwal of RPD by Company and 
PA 
Preparation ol Privatization Program 

~- -- 

Privatization Program preparation 

Land ot Zemun plant is state owned. 
PA must cwrdlnate wnh Republlc 
Oflice ot Properly to obtain approval 
for sale 

Completion Report 
PCE-I-805-97-00037-00 

I 

Second halt ot 2004 1 Company must be inscribed in 

Projected Date of 
Auction of Other 

Resolution 
Alternative 

Land Bwks before pdvatlzation I can take place. PA must pressure I 

Comrnenta 

I the company to expedne this 1 
process. 

~ s s e i  Sales in 
mld 2004 

Remaining plant 
resolutlon~ln late 
2004 

The Kosta Stamenkovic and 
, Cwena Zvezda plants can be 

privatized as asset sales (there 
are some interested buyera) and 
a Vllla In Sljarinska banja 
After asset sales the plant In 
Leskovac could be sdd into 
reslruclurlng end soM at aucllon 
Interested buyer (Prime Wool 
Exporl Ply Ltd, Australla) tor 
Cwena Zvezda plant . 

-- - CUIII~U~~UIY CUIII~AI~IUII P~~II. 
approved by credllora, calls for a 
2-year grace period wnh principal 
and Interest payments due 
quarterly in year three 

._--I 
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Anacnment C; 

Statue of Textile Companies - May 31,2004 
Completion Report 

PC€-1-805-97-00037-00 

BearingPolnt. Inc. 
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12 

13 

14 

Name of 
Company 

Kortnna HC 
Foa 
Koaport 
Kollbri 
KO-Bel 
Koatenn 
Promet 

BVK 

Rudnlk 

Current Stntua 

BearlngPoint delivered In August form 
for Prlvatlzatlon Program 
Land Survey Registry 
Flnal Court Decialon of compulsory 
composllon (IOB needs to submit) 
PA initiated formal privatization 
procedure 
Dlagmtic (Phase 1) completed 
For all Kostana Companies Creditor 
clalm process under process 
Valuations completed 
In April, BearingPolnt recommended 
bankruptcy to crednom or sale 'as Is'. 
Crednora recanmended bankruptcy 
Dlagncmtlc (Phase 1) partially complete 
(technlcaY marketing report) 
Company marketlng profile completed 
Valuations completed 
PA lnnlated restructuring procedure to 
allow creditors to file clalms 

Dlagncmtlc (Phase 1 ) completed 
Company marketing proflle completed 
Crednor clalm process started bu( 
stopped due to lack of employees 
Stlll awaitlng flnanclal Informallon from 
Company 
Valuetlons completed bul questionable 

Pending ltema 

Bankruptcy actions by creditors 

Further legal and financial analysis 
necessary before developing flnal 
recommended strategy 

PA to determine further actlons aller 
discussions with the Development 
Fund, which recently discussed a 
propoaed DebVEquity swap. 

- - - -  - 

Projected Date of 
Auctlon of Other 

Rwolutlon 
Alternatlve 

No sale (bankruptcy) 

Umxlaln 

Bank~plcy most 
likely resolullon 
method despite on- 
going dlscusslons 
wnh the 
Development Fund 

- 

Commenta 

Secured crednors are not wllling 
to support restructuring program, 
and have requested bankruptcy of 
a company 
Management of the company 
accepted bankruptcy 

All necessary documents have 
not been submmed by the 
company 
Cons~dering the current 
circumstances, it Is not possible to 
predict the method of 
restructuring and sale of the 
company - 

There are no departments that 
can provide relevant lnfwmation 
(the enterprise has not been 
working for 2 years). The 
Managlng Dlrector Is the only 
operation that is functioning. 
It Is dilflcun to carry oul 
restructuring or the creditor claims 
process in such clrcmstances 



- 
Barents Group 

Memorandum to: Vladimir Cupic 
Acting Director 
Agency for Privatization 

Ivan Lujanovic 
Restructuring Director 
Agency for Privatization 

From: J Hambric 
Director 
Barents Group of KPMG Consulting 

Date: November 9.2001 

Subject: Draft Work Plan 

Under the terms of our contract "within 60 days of the contract award (Septernber 25. 2001). 
Barents Group of KPMG Consulting (Barents). in conjunction with the Ministry cuf Economy and 
Privatization (MEP). the Privatization Agency (PA) and USAID. in consideration of onzoing 
efforts at the National Bank of Yugoslavia (NBY) and the Bank Rehabilitation 4pnc)  (BRA). 
will prepare a work plan for the first yeaf'. 

We are required to prepare and submit a work plan to USAID on or before November 25*. 2001 
outlining activities for the first year of our contract. This work plan should prioritize our 
activities for the first year of the contract and should include timelines for completion of 
identified activities. The approved work plan is the basis for USAID's support .md deployment 
of our budgeted resources. 

Due to the start-up status of the PA. which is still in the process of determining the restructuring 
and privatization strategy and defining the role of various donor organizations in this proms. we 
have encountered challenges when forecasting the work plan in detail for the rext >ear of cur 
project. Instead. we are proposing that the work plan is developed for the ~nitlal period of up to 
six months only, when -the-ovedl strategy of privatization is~bener defined. AI that time. the 
additional steps covering the remaining period of the project can therefore be presented. 

In this context. our Work Plan consist of the following (see the table for derails): 
Phase 1: Roject Start-up Period (from September 25.2001 until November 31.2001) 
Phase It: Strategy Definition Period (December 1.2001 until May 31.2002) 
Phase nI: Privatization and Restructuring Implementation Period (June 1. 2002 until August 

31,2003) 

Barents Group of KPMG Consulting 
Proprietor\. and Confdenfial 



1.4 Hc\icw and unulyrc un-going ef l i~ns with 

rack 

uvk I 
1.1 

1 3  

I 3  

~ ~ 

c<~tnpanics s) cnsurc cttmpliuncc with 
i ~ < ~ c t h m s  and rcct~~nmcnd ultcn~ulivcs li)r 

Tank O r d e r  Act iv i ty  
Ausistuncc 10 the Ministry 01 Fxuwmy nnd 
Privntlrntion 
Ahsirt 111 implement newly ratilicd kgislatitln 
and r c g u l u t i ~ ~ n ~  u1'l'wling privati~ation. 
rcs(~lution and linanciul rcsuucturinp 1)1'nlln- 
lwrli~rnring dcht to c~~mmncrciul hanks und othct 
crcdit~~rs 
Hcvicw and unaiy/.c cxisting privatilati~ln 
p(~licics and proccduws, m u k  rcc(~mmcndati~~r 
l i ~ r  i~tiprovcmcnls, und ensure they ctlnlply wid 
other cxisting legislation 
Kcvicw tcndcr rulcs und draft and/l~r sucngthcn 
rulcs 2nd ~ ~ t h c r  knder d~suments (pro-li~rmn 
CIIIII~IICIS. shire purcha.~ agwcmcnts. ctc.) 

W o r k  P lan Per iod 

Iihusv I1 and 
I'hasv Ill 

I'huu: I and 
l'ha.w I1 

I'huu: I und 
l'husc II 

I'hasv II und 
I'husv Ill 

W o r k  P lan Act iv i ty  

~-~~ 

Ilucnts will assist in the i~nplc~ncntat i~~n o f  newly rutilicd lcgislution and regulation 
upon c~~mplction ofTusk I!). 

Ilarents will draw OII expcricncc from t~thcr priv;tlirutil~n progums in order vt 
sugpst clfcctivc p~~l ic ics and pn~ccdurcs in the pr ivat i l~ l ion pnacss. taking intu 
acct)unt the Yugoslav Cllnlcxl. 

World llank conrulwnl, arc currently reviewing ihc tcndcr rules and dwu~cn ts .  and 
making rccoo~~~wodalions 1 1  strengthen rules ilnd pr~acdurcs gt~vcrning the under 
process. Ilurents will work with thv WI i  consulmts. and. il'ncccssury, provide 
input, in u l~~rd iaat i (~n with the WII. I'A and MI4'. 
Ilarents will work with M13'to \trcarthcn rules and r~r~rcdurcs eovcrninn the - - 
aucti~m process. 

~~ . . ...... ...... .. ... 
On a nccd-hc hilsis. llarcnts wil l  provide advice to the Ml3'  rceardiny 
i~~~p lcnwot i~ t i t~n  ~rl'rcrt~uclurinp itnd privali/i ltio~~ plans at spcc~lic c~~mpuaics. in 
c a w  whew itdvis~ry scrvices arc 11111 already provided hy 11thcr consultunts. 

~~ -- 

Ilisrvnls will i lss is l  ill c~n~rdio;~littg [ ~ r i v i ~ l i / i ~ t i ~ ~ t ~  and rvsn~cttlring CIIIIIS ktwccn tht 
MII ' .  I'A. NIiY. IIHA i ~ n d  Ministrv ~til'inuncc. , 
Ililrcnl\ i\ drulting 111 M o l l  hctwcen !he I'A und IIHA thi~t wil l  govern ~ h c  issue 111' 

non wrlt8rtn1nn dchtr ol'thc IiHA himks. 
IZICIIII.I~III~ J i~ ;uss i t~~ is  with Ministry II~' I~iniince r c p i ~ r d ~ ~ ~ g  fiuhlic dchl 01 
cntcrprirs. 

Iliuctitr will WI I I~  10 fucilili~tc sipr~uti~ru 14 the MOt l  hvtwcc~~ the I'A imd IIHA 
I l i ~ ~ c r ~ t r  will w18rk ~II l'wilitutc IIII up~cc~ tn .~~ t  with Miltistry 111'l;lnuncc rcpurdi~tg 
PLI~IIL. dcht t r c i t t ~ ~ m l  



Task Task Order Act iv i ty I W o r k  Plan Period 

l'husc 11 rind Ill 
in und advise on ncg~~liution Ihusc Il und 

cnsurc the g~~vcmmcnt's inlcwsts Ihusc Ill 
re [rroscad 

1.10 I h s x  Il und 
)rgiurif~ i ~ n d  intplcaunt truininp scminurs in I'husc Ill 
elcv;~nl tcch~iicul skill urcus 

I3 

1.9 

W o r k  Plan ~- Act iv i ty  
8 ('ontinuous c~x,ldinulina hctwucn Lhc ugcnciw. 

. ('(a~rdinution with other illinor 
iissisting in inlcgr~llion iil 'ull donor agcncics inlo the overull privuli/ali~~n und 
reslructulillg rUalegy 

Kcvicw and i ~ r ~ p r ~ ~ v c  inli~rmulion pucQgcs 
inlvidcd tu p<ttcntiul ucquiwrs ui us I c l  
~ ~ s t x i ~ ~ i i / c  their usc us murkcling IIIII~S 
Arri\t in reviewing cxisling lcgisluli~~n and in 
p~cli;r ing relevant rcgululions lhul impu~t  
1)1iv;tli/;1ti1tn and wslructuring pn~cdurcs; mukc 
rt.ro~~~~lr.nJ;rlittns lilr impr~~vemcnts III 
\ignilicdntly eshuncc the c~~mpctitivcncss and 
l~;~~rrlx~reney ol'prtxcduws 

. ('tm~inuous c~nicdination helwcen . the ~~ domir a#cncics. 
I';~nicipal~<~n in und udvicc on n c g ~ ~ l i a l i ~ ~ n  slrisegics wil l  pri~rwrily hc services 
pn~vidcd hy invcsl~ncnl hunks hiwd tu scrvc us linencial udvinirs 111 the MF.I'/IIA on 
pr iv i~ l i~ut i~ tn  ~ritosucli~~ns, llilrcnts wil l  provide ovcrull strakgy udvice on un us- 
nccdcd husis in arcas not alrcady a~vcrcd hy linenciul udvisors. . Inli~miuti<~n puckages willhe dcvclopcd hy lhc MM'/I'A's linanciul udvisors. Huwnls 
wi l l  pri,vi\lc advice on an as.ncc&d hasis in reviewing ctintcnl ol inl\ irmlhin 
peckapcs. ~ 

a IIwcnts i s  currcnlly dr;~l'ting ~ h e  Kcgulati<~n on Kcslruclunng 

lhusc ll und 
l'husc 111 

I'hu.w I . I'hur II . I~vuluatc i ~ r ~ p l c ~ a ~ . ~ ~ l u l i u n  ~ ~ i t h c  I'rivuti/ulion I.uw and rcgu lu l i~~~~s,  lirusing IIII 
~~hs~uclcs and ioct'licieacics lhul huvc urivcn during ~ h c  itnple~~wnluli~in pr~xcss. 
including issues reiwd hy rcluicd lcgislntitm tc.g, l a w  on I-ntcrpriscs. IV~~~krup lcy  
I.~Iw). A~~ulysis ol'rcli~tcd legisli~li~)n III he c<u~rdi~iuled wllh ulher IISAII) prtrvidcrs. 
Ikvclup sopgcsli~ms l i ~ r  rcvisionr III thcrc luws and rc&ululi~tns 
Tr;~ininp 10 he pn~vidcd l i ~ r  ihc M I ~ l ' r ~ i ~ l ' l ~ ~ ~ n  ~ h c  ~naiually ugrccd ;ireus. such us 
v;~lui~tioa. lin;~aci;~l surlcnIC'n1 anslyris, privi~l l l ; l l i~m llkblh~lduhlgy, ~llunilpnlelll 111' 

the lender ~~ ~ pnrcss. 

- ~ 

Il;ncntr will ;l*rlrl the I'A in prcpirrinp the icrna ~ c k r c ~ r c  l t ~ r  V iuh~l~ ly  Siudicr 
iunl Kcstn~cn~rinp I ~ n p l c ~ ~ r n a ~ t i ~ ~ n  I'lu~ls ~~t'cntcrpriscs 11) hc rcrlri~ctiircd priw in 
~ ~ r i v i ~ l i / i ~ t i ~ ~ n .  'I'cr~ra 111 rcl'cw~~cc will hc urcd ~II erleitec ct~t tn~l l i~nts lirndcd hv ilnn~tr 
agcnc~cs 11s pcrl'orn~ Viubility S~udics iald Kcrlruc~urinp IIII~I~~IIWI~I~I~IIII I'laas l iv  th 

-~ ?)I cnkrpt ixs dcriyaulcd 1~1r lire ptivi~Li/i~lion w s ~ r w ~ u r i ~ ~ ~ .  ,,,",",, 



Task Tusk Order Actlvlty Work Plan Period 

I'hasc I1 

rr ir t  in c~x~rd iaa t i~~g  resolution i r l  had dcht 
i lh lhc IIKA. NISY, and 111hcr cmditurs lijr ull 

Work f l n a c t i v i t y  I 
Ilarcnts will undcrlukc ihc (~rcperati~in o f  u Viahilily Sludy and Kcstructuring 
Implc~nenlillion I'lun i ~ t  u I'ilol l~mtcrprisc %xku Holding to identify ~rhsluclcs in the 
exisling priveliru~ic~n policies and pr i~cduws.  
I{uscd on wurk undcnilkcn on % ~ r h  Iloldinn. Hurcnts wil l  n~ukc rccom~mndud~~ns 
regarding overall suulcgy l i ~ r  the I'A in dealing with prcpuruliun oI. luraccn~crnriscs I . . 
(or p r i v a l i ~ x ~ i ~ ~ n .  ~- . launch u I'ilol l h ~ j c c l  ut % ~ r h  llolding C'i~mpuny, u1 identify the creditors and 
relevant legal issues. 
Ikvclop lioancial rl;~lcmncnt Ico~pluler, urine lhc i~~ lc~ i ra t i t~au l  uccountit~g slilndurds 
~IIJ iukiny in111 ;lcc~~unt c~~unvy-spccilic Yupc~slav chirractcrislics. 

Assist lhc I'A in review and io~pr t~v i~ ip  w s t ~ c l u r i ~ ~ p  strulcgics lilr the ?X target 
cnlcrpriscs, hascd on. inrrr uliu. the rc%ulls 01'Ihc I'ilol I'r~ljccl and  hove-mcnlit~ncd 
Viuhility Siudy. 
( i ~ ~ r d i o a ~ c  the bed Jcht rcsulution prlrcss 
husis ofthc i~h(~ve nwntinnd MOII  hclwccn the I1HA und the I'A. 
('ta~rdinule lhc issue (11' puhlic dcht huscd on the (uh4tvc mncntit~ncdt rcuchcd 
a~rcclwnt hclwccn the Ministry o f l ~ i n u w c  und the I'A. 
I'ruviding ;~dvicc [to ihc hud dcht rcs~~lu l i~ tn  prwcss 10 spucilic cnlcrprims 
undcrgi~ing rcslruclurlng p r ~ ~ c s s  during the I'husc II 

('<~nlinuc w ~ l h  pri~vidiag udvicv on ihc hull dchl r c n ~ l u t i ~ ~ n  prwcss III spucilic 
vnlcrlvi\cr u~ldcrgt~inp r c r t r ~ ~ c t i ~ r i n ~ r t r c s s  
I 'n~v~t lcd l h i~ l  the I cg~r l i~ l i~>n  
plun l i r  II p i l t~ l  pntlcct in %brku IIoIding. 
I l~ l rcd on th~s cxpcricncc. I(;twnls wil l  IISSIS~ lhc I'A in i~vcrwcing ihc 

the PA. 
.,J~;.wI., I+, 111c !',I, I!J~LIII:, ~vIII pr:,v~dc :I~VICC ::!I 2 ~ C C J  k b:t\iv. :IT rtyut.v!cd hy 

A 

Ilarcnts ( ~IWUII ul Kl1M(i ('o~~sulting 
I'n,l~rirlurv und (bn/idrnrlul 



T u k  - T a s k  Order Activity I Work Plan Period I Work Plan Activity 
2.6 ssisl polcntiul ucquircrs in uddxssing specific I • I'hurc II and I . 'This lask wil l  he carried out hy the i n v c ~ l ~ n l  hunks. I'uncti(~ning us lit~unciul 

rsucs ~clulcd 10 due diligence, hid pn~ceduxs. 
.lnd c~~nlrncl  lcrrns 

2.7 rsist ~ h c  I'A 111 cvaluutc ol'li'rs t 
-~ 

2.8 ssist the I'A in ncgo~iu~ions with p ~ a m i u l  
~cquirers und/(~r ~~~~~~~d hiddcrs 

I I'huw Ill advisors 111 the I'A. I l i~rct~ts wil l  provide udvice on u nccd-he husis. as rcqucslcd hy 

I'husc ll and This tusk will he cunicd out hy the invcstmnl hunks. l 'unc~i~~ning us linunciul 
1'hu.w Ill advin~rs 111 the I'A. I3ilrcnw will provide udvicc on u need-he husis. us rcqucrlcd hy 

the I'A. 
I'husc 11 und . This tusk will he carried oul hy the i t~vcsl t~unl  hunks. I'uncli~~ning us linunciul 
I'husc Ill advinlrs to Ihc I'A. Ilurcnts will provide advice on u need-he haris. as rcqucsud hy 

the I'A. 
I'harc Il und 'This cask wil l  he carried II~I hy lhc invcstmnt hunks. Ilncti~)ning ar linancial 
l'hurc Ill sdvistlrs v) the I'A. Ilurenls wil l  provide udvicc rln a need-he husis. us xqucsad hy 

the I'A. 

- . . 
t i r c ~ h ~ ~ l t ~ l ~ ~ g y .  c ~ ~ ~ c r p r i w  restructuring. tender tnanugcmnl pn~ccss. 

I I'hi~rc I I . llnder it wpurulc IISAIII c~~ntruct. Ilur~111s' I'H Advisor is working ul lhc Ministry n 

t .<~r l~~t~ut~ icat io t~s rtruicgy Ia~r the gctlcrul puhlic 
nvolving clcur. cohcxnt und c~rmprchcnsihlc 
Itrrsitpcs. I . .- 

3.2 A\\ir l  111 Jcvc l~~p  und I'hurc ll ulld 
I I  ~IIIIIIII~~ u c~~tr~prchcnsivc tncdiu cutnpuiprt 1'hu.w Ill 

I,.cort~brny ilttd I'rivutir;~ti<~n III dcvel~)p an ovcrull I'H saulcgy. 

I'lt~vldc ~ r i~~ t t i t t g  lor lhc MI:l1 urtd I'A press SIUII. Work with the 1'A I) irccl~r. 
Mit~tster 131 MI<!' ir~id r c l c v ~ ~ t ~ l  \I~ISS 16) dcvcl~tp ~t~csutpcs I'IX pr i vu l i~u t i~~n  cI'l't>N tor 
htslh ilrso8u.\ll~. !111<I i88l,.rfi%1li~tn8~l io~~~l ! t ' r~ .w Ih.v~.l~tp lhv h . s l  li$(.li&.~ 11) IIV' ttn#lrr 
hudgcl c~vnrlriitlls 111 her1 ciary l>ul cualttluniculil~tls cutnpitign. 
Work wllh prcrr \lull 111 ( l c r~gt~ a ~ ~ ~ i a r ~ ~ r c l  fluhlic II~I~II~IIII r c ~ u r c h  lhut w u s u ~  



Task Tack Order Activity Work Plan Period 
crcuch und unulysis to rllcusurc puhlic opinion I'husc 111 puhliu support lirr 

print, redit> und 7V iwdiu 

ith those hcing cooa~~unicutd hy other 

I'husu I1 und 
I'hnsc I l l  

-~ 

I)cvclop new hnchurcs, ho~rklcts, ud concepts fur ull nrdiu, und Jcvchrp lucticul 
delivery hystcms such as evcna.'rV, rudio und print 111 disscminua inli)rmtion. 

IJndcr u supuruw USAII) contruct. Ilsrcna' I'H Advisor s m d  to c~~ordinutc the I'H 
mcssagcs ol'lhc MKl' ilnd IIA with the ones oI'NI3Y und IIKA. 

C<tntinutrus cotrrdinutilrn with the governmcnl agencies. I 
I I I I ~p .~ - 

Notes: 
Phase l Project Stan-up Period (from September 25, 2001 until Novetnher 3 I .  2001) 
Phnse I1 Strategy Definilion Period (Drce~nber I .  2001 until Mny 31. 2002) 
Phase Ill Privati7,ation and Resttucturing I~npletnentation Pericxl (June 1 ,  2002 until August 31. 2003) 

* Viability Study f'rms illcIudes: 

Iluc diligence1l)ingnosric: 
o Opcrationnl 
o Finnnciul 
o Legal 

Valuutioti: Asset Valuation of the cnterprisc 'As is' 
Kcstructuring Plnn - Itlctitificulion of Saleahle Husitiess Units: 

o l k h t  and assel reallcxntior~ 
o F . I I I ~ ~ ~ ~ I I I C I I I  rightsi~.inp 
u I xgdl a t i o t ~  I J I , ~  I'UI i ~ ~ b l > l ~ i i b ~ t ~ h t i o ~ ~  i>f ~ n I ~ r p r i ! x  rc!;lructuring 
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Evaluation of Progress Toward Tangible Results and Benchmarks 

Below we provide an evaluation of progress toward tangible results: 

1. All restructurine plans for Zorka Group companies will be com~leted. 

As of September 30, 2003. BearingPoint has completed the Resmctwing Program 
Documents (RPD) for those companies of Zorka Group with the most likel? privatization 
potential: 

Zorka Holding Company - Formal Restructuring Completed Sept. 15. 2003 
Thermoplast (in addition. Privatization Program prepared) 
Plant Protection (in addition. Privatization Program prepared) 
Blown Packaging (in addition. Privatization Program prepared) 
Extruded Packaging (in addition. Privatization F%pm prepared) 
Polyplast (in addition. Privatization Program prepared) 
Plastic (Privatization Program preparation in process) 
NAP 2003 (Restructuring Strategy Document) 
Hydrocloric Acid (Restructuring Strategy Document) 

The following Zorka Group companies do not require RPD preparation: 
Non-Metals: This company does not require restructuring and can enter directly 
into privatization. Privatization Program prepared. 
Non-Ferrous Metals: This company has been resolved (leasing for three years). 
No further BearingPoint activity required for the duration of the project. 
Mineral Fertilizers: This company has been resolved (leasing for three years). No 
further BearingPoint activity required for the duration of the project. 
Energy: This company will remain in restructuring for the duration of three years 
based on a leasing conhact of Non-Ferrous Metals. No funher Hearingpoint 
activity required for the duration of the project. 
Transport: This company will remain in restructuring for the duration of three 
years based on a leasing contract of Non-Ferrous Metals. No further 
BearingPoint activity required for the duration of the project. 
Trade. Apartment. Research Center. DIR. Social Standard. Security Economic 
and Legal Ownership: These companies have no production capacity. and theiu 
resolution option is being coordinated by the Municipality of Sabac. The 
resolution primarily involves transfer of assets to Municipality or local 
businesses, with creditors receiving zero proceeds from such transartions. 
BearingPoint will prepare Exit Memo with recommendations for an alternadve 
restructuring options for these companies. 

2. At least ten (10) Zorka Grmo companies will be auctioned. and remaining 
companies will be recommended for alternative solutions. 

Of the above listed companies. only 6 companies have the largest potenrial of being 
auctioned, pending the resolution of legal issues. and creditors and PA approvals of the 
RPDs. We estimate this process will continue throughout late 2003. with in~tial auctions 

Bearingpoint. Inc. Page I of I ?  l ll.(YZ001 
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potentially scheduled in late 20031 early 200.1. Our priorities will be devottd to Non- 
Metals (auction scheduled for December 17. 2003). Plant Protection. Blown Packaging. 
Themoplast, Plastics. and Extruded Packaging. These five subsidiaries are believed to 
be the most likely companies to be sold given the expected level of investor interest and 
simplicity of asset/company/creditor related issues compared to other subsidiaries. 

As of September 30. 2003. BearingPoint completed RPDs for Pni Maj Pirot and Leteks 
which have the most likely privatization potential. Resuucturing Snategies were pcepared 
for those Kluz subsidiaries that will enter restructuring process. No fonnal restructuring 
p r o m  is r equ id  for four (out of seven) Kluz subsidiaries. nor for IOB. For Kostana 
BearingPoint delivered a Strategy Recommendation Memo. rerommending the PA to 
initiate a bankruptcy proceeding. at the secured creditors' request. Based on none to 
limited cooperation from BVK and Rudnik. the PA requested no additional resources are 
spent on these two companies. 

4. All Indewndent Business Units of textile commies will be a u c t i t d  where 
feasible. In all other cases an alternative asset discmition straten uill be 
imolemented. 

Sales of lBUs are estimated to start during Fall of 2003 and ongoing for th,~ following 
companies: 

h i  Maj Pirot 
Leteks 
IOB 
Kluz (4 subsidiaries). 

5 .  The restructurine and orivatization cawcity of the Privatization Aeencv %ill be 
strenmhened in a s m t s  of its activitv: restructurine oian prepmtitn. creditors 
negotiations, marketine. auctions etc. 

The restructuring and privatization capacity was further strengthened as a d imt  result of 
project activity: BearingPoint made detailed recommendations to PA on the creditor 
meeting/ negotiation process: delivered restructuring documents that are bein: utilized as 
a template by the PA staff and other consultants; developed marketing lists and prepared 
procedures for setting up of data rooms (buyers) due diligence profess: and assisted with 
preparation of privatization programs. Additional recommendations were made to revise 
restructuring degree in order to make the restructuring process more efficient. 

BearingF'oint. Inc 



Statua of Texti le Companim er  o f  September 30.2003 

KIW- 
Padobmnl 

Diagnostic (Phase 1) completed 
Informal Creditor claims process 
completed 
Company marketing profile prepared 
Valuation complated 
Formally entered restructuring process. 
March 6,2003 . Incorporation under 1986 Enterprise 
Law 
RPD drafted and delivered to Company 
for approval 
Potential buyer idantliied for structured 
clothing 
PA Apprwal ot Restructuring Strategy 
Memorandu-hole company sold as 
groups of assets 
Dlagnomic (Phase 1 ) 
Completed 
Valuation completed 

Diagnostic (Phase 1) completed 
Informal Creditor claims process 
completed in February 2003 
Company marketing prolile done 
Strategy Apprwal Memorandum 
delivered to PA 

Diagnostic (Phaw I) complated 
Informal Crediior clalms prows8 
completed in February 2003 
Company marketing prollle done 

Pending Items 

Company's approval of RPD 
PA facilitates negotiations with key 
government creditors (Ministry of 
Finance, Development Fund, 
Pension Fund atc.) 
Informal and formal creditors 
meetings 
Resolution of potential lien of 
Pirotska Banka on production halls 
of Companyi t  is crucial that BRA 
is involved 

BearinoPo~nt will davetoo an Exit 
~emo~on ta i n i ng  ampany  Slatus 
Descriotion and Recommendations 
for p i s  restructuring/ privatiation 
activities 
Land Cadastre Registty 
Informal and formal creditors 
meetings 
RPD preparation lor Company. PA 
and creditors approval 
BearinoPoint will davel00 an Exit 
~emo~onta insng cornpiny Status 
Deecrlotlon and Recommendations 
for P ~ S  restructuring/ prvvatlzation 
nrtivitl~a 
Land Cadastre Registry 
informal and tormat creditors 
meetlngs 
RPD preparation lor Company. PA 

Serbia Privatization Act iv i ty 
PCE-1405-9740037-00 

Projectad Dat. of Commente 
Auctlon of Other 

Rewlutlon 
A l t e r n e t l ~  

Early 2004 for all & When Company ~nitlates asset 
Assets sales, it daterm~nas the sale 

stanlng prlce and organizes sales I procedure. PA approval is st111 

2004: No auction - 
bankruptcy 

First haU of 2004 

I First hatl of 2004 

. . 
required. 
Two key assets will be oflered for 
sale: structured clothing and retail 
networks. 
If sale of structured clothing halls 
is delayed due to non-resolution 
of mortgage issue with Pirotska 
Banka, it is recommended that 
company initiate sales of other 
assets, i.e. retail stores 

DP Kluz attempted to spin-off 7 
subsidiaries and transfer its 
assets to them in 1998, and is in 
pre-bankruptcy procedure 

Company needs to reglster in 
Land Books before prlvatlzatlon 
can take place PA's support to 
expedite this process is required 

Company needs lo register in 
Land Books belore privatization 
can taka place  PA.^ s~ppon  to I 
erpad~le thls process 18 requlred . 
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Statur of Textile Compankr  a8 of September 30,2003 

Name ol 
Company 

Kluz 
Trgovmck. 
Mnza 

Curnnt Statue 

- -- -- . Diagnostic (Phase 1) completed 
Informal Creditor clalms process 
completed February 2003 
Company marketlng profile done 

Analysls ol key lkgal and flnanclal 
~nlorrnat~on, lncludlng cred~tors 
composition 
Marketing proflles done and preliminary 
marketing Eictivities 
Valuation rapon 
Bearingpoint recommendation to PA to 
apprwe an auction of the Company 'as 
i.' .- 
Analysla of key legal and financial 
~nformation. including creditors 
composition 
Mahet~ng profiles done and preilmlnary 
marketing acthrities 
Vnltmtion r e p n  
BeeringPolnt recommendation to PA to 
apprwe an auction of the Company 'as 
is, 

Pending hema 

and c?ed~tors approval 
BearinaPoint will devel0D an Exit 
Memocontaining company Status 
DeScri~tion and Recommendations 
lor PA'S restructurind privatization . . 
activities 
Land Cadastre Registry 
lnlormal and format creditors 
meetings 
RPD preparation for Company. PA 
and creditors approval 
BearinaPoint will develoo an Exit 
Memocontaining company Status 
Des~ri~tion and Recommendations 
lor PA'S restructurinp/ privatization 

-~ ~p activities 
Privatization Program preparation. 

8 PA initiative for auctlon 

Serbia Privatization Activity 
PCE-I-805-97-00037-00 

Projected Date of 
Auction of Other 

Resolution 
Alternative 

Commentr 

First hail of 2004 

I Privatization Propram compbte . 

8 ~ 1 Klw-Pli(vice ~ I Anaiysls of key lbgal and linencial -- ..... , Prlvatlzatlon,~,~ramprepa~tlon ........ .,"., .. .., ,.. .. . . . ] A ~ c ~ o n _ 1 . n ~ 0 0 3  I Compbny has not aubmined key 
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Company needs to register in 
Land Books before privatization 
can take place. PA's support to 
expedite this process is required. 

Auction in late 2003 

Auction in late 2003 

Company has not submined key 
documents lor completion of 
Privatization Prcgram 



Status o f  Textile Companies as of September 30,2003 

Name d 
Company 

Cumnl  Swum 

information, including creditors 
composition 
Marketing profiles done and preliminary 
marketing activities 
Valuation report 
BearingPolnt recommendation to PA to 
approve an auction of the Company 'as 
is' .- 
Analysis of key legal and financial 
information, including creditors 
composition 
Preliminary marketing activity 
Valuation report 
privatization Propram ~~ -~ ~ ~ - - ~ - ~ -  preparation 
Diagnostic (Phase I )  completed 
Informal Creditor claims process 
completed February 2003 
Company marketing profile completed 
Valualions completed 
BP recommended 
Privatkation/ResBucturing in February 
2003 
RPD dralted 
Land Survey Registry 
Identification/ confirmation by the 
Company of all assets under lien 

! 0B  cxltcd ;ompul:ory compo:ition on 

D i b ~ 1 0 8 l i ~  ( P h a ~  1) completed 
Valuations completed 

- - -- 

- 

Pending items 

a BearbngPolnt recommendet~on to PA 
to approve an auctlon ol the 
Company 'as a' 
Land Cadastre Regbstry 

&mplat~on of formal cradltor clelm 
process 
Share Capital reglstratbon Into Court 
Reg~stry 
Company provldes an updated 
revbew of the court1 arb~trat~on 
proceedings 
Oplnlon of en expert on 
env~ronmental liablilties 
Informal and formal credltor 
meetings, approval of RPD by 
Company end PA 
Preparation of Privatization Program 
PA needs to ~nltiate restructurinp 
PA approval of Restructuring 
Strategy Memorandum still pending 

* Pri~datl:atlon hogram prcparatlon 
Registration ol shares from previous 
privatlzatlon with Temporary Central 
Register 
Land of Zemun plant is state owned. .. ...... ..,, ..... .. .. .... ... ........ .. ". .- 

Serbia Privatization Activity 
PCE-I-805-9740037-00 

Projected Date of 
Auction of Other 

Comments 

Rewlmion 
Alternative 

I expedite ihls process isrequired. 

documents for completion of 
Privatization Program 

Auction in late 2003 

Asset Sales in 
late 20031 earlv 

. Company needs to register in 
Land Books before privatization 
can take piam. PA'S s u ~ ~ o r t  to 

Remaining plant 
resolution early 
2004 

Some parts ol Leteks are 
netlonalized and approval from 
the appropriate authorities is 
requlred for thelr sale . The Kosta Slamenkwlc and 
Crvena Zvezda plants can be 
privatized as asset sales (there 
ere some interested buyers) and 
a Villa In Sllarlnska bank 
After asset sales the plant In 
Leskwac could be sold Into 
restructuring and sold at auction 

Auc!lon late 2003 Compulsory Composllion rlan. I approved by creditors, calls for a 
2.year grace parlod wllh principal 
and interest payment8 due 
quarterly In year three 
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Statue of  Textile Companba aa of September 30,2003 

Name d 
Company 

Komtana HC . FO. 
Korporl 
Kolibri 
KO-B.1 
K o s t . ~  
Promet 

BVK 

Rudnlk 

I I 
-- 

Current Statue Pending Items 

Bear~ngPolnt dellvereo n July 2003 to PA requlrea to Cwrdlnate wlth 
PA a Stratew ADprovel Memo Republac Off~ce 01 Property to obtaln 

composition (108 needs to submit) 
Diagnostic (Phase 1) completed 
For all Kostana Companies Creditor 
claim process under process 
Val~BliWlS completed 
In April. BearingPoint recommended 
bankruptcy to creditors or sate 'as is'. 
Creditors recommended bankruptcy 
Diagnostic (Phase 1) partially complete 
(technicall marketing report) 
Company marketing prolile completed 
Valuations completed 

recommending privatization 'as is' 
Beeringpoint delivered in August form 
lor Privatization Program 
Land Survey Registry 
Final Court Decision of compulsory 

Diagnostic (Phase 1 )  completed 
Company marketmg profile completed 
Creditor claim process started but 
stopped due to lack d employees 
Stilt ewaiting financial information trom 
Company 
Vuiuuliu~~b LUIII~~UIUJ 

approval for sale 

Based on valuation results. 
Bear~ngPolnt WIIO develop an Ex~t 
Memo contalntna Company Status 
Description and kecommhdations 
for PA's to initiate bankruptcy lor the 
Company 

Based on the valuation results, 
BearingPoint will prepare and Exit 
Memo with Status and 
Recommendations for Further PA 
Restructurind Privatization 

Besed on the valuation results. 
BearingPolnt will prepare and Exit 
Memo wlth Status and 
Recommendations tor Further PA 
ReslructurtnO/ Prwat~ration 

Serbia Privatization Activity 
PCE-1-805-97-00037-00 

By end of 20031 
early 2004: No 
auction - alternative 
disposition method 
(bankruptcy) 

- 

Probctod Date of 
Auction of Cnher 

Estimated resolution 
date in mid-2004. 
pending Company's 
cooperation 

- - 

Estimated resolution 
date in mid-2004. 
pending Company's 
cooperation 

Resolution 
Alternaive - -- 

Comments 1 

to support restructurlng program. 
and have requested bankruptcy of 
a company. 

01 all the reauested documents. 
only balance sheets and mcome 
statement8 were submitted by the I 
compeny 
Considering the current 
circumstances. it is not possible to 
predict the method ol 
restructuring end sale of the 
company . . . . . . ._ ,,,, 

There are no departments that 
can provide relevant information 
(the enterprise has not been 
working lor 2 years). The 
Menaging Director is the only 
operation that is functioning. 
It is dilllcult to carry out 
restructurlng or tne CrMltOr claims 
process in such circumrtanwc 
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Status of Taxtlk, Companh as of September 30,2003 
Serbia Privatization Activity 
PCE-1-805-9740037-00 

BearlngPohl, Inc 
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Neme ol Company 

Zorka Holding 
Company 

2 

Current Status 

- RPD adopted by Creditors, at the 
Formal Creditors Meeting 
PA otficially approved RPD 
Sabacka bank signed contract wlth 
Zorka Holding based on Valjevo Court 
authorization 
Subsidiaries outside of Sabac signed 
Division contracts 
ZH QA approved transfer ol propeny 
and capital lo subsidiaries 

Non -Metals 
HC ownership: 
26.03% 

Pending Items 

Subsidiaries in Sabac to sign Division 
contract based on pre-contracts 
Subsidiaries to register in Commercial 
Court of Valjevo 
Registration of the land ownership 
owned by subsidiaries 

3 

Company is ready for sale 
Non Metals GA has approved the sale 
of HC's 26% 
Privatization Program prepared 
Auction scheduled for December 2003 

Projected Date of 
Auction or 0th.r 

Resolution 
Alternatlve 

Dismantling - Final 
Transfer of Assets 
and Liabilities by 
Fall 2003. 

Thermoplast 
HC ownership: 30% 

Comments 

Legal obstacles have to be 
resolved in order to enable 
subsidiaries to do proper land 
registration. 
Water Management Authorily of R 
of Serbia has 'long standing right of 
use" and is the only entitled to give 
necessary consent for registration 
of the land ownership on respectlva 
parcels for both Non metals and 
Plant Protection. 

Registry in R Serbia Land Survey 
Institute 
Decision by Ministry ol Energy and 
Mining on usage of raw material 

Company is ready for sale 
Creditor claim process, database and 
verlficetion are linished 
RPD prepared and approved by 
Company 
Privatization Program prepared and 
approved by Company 
Division of asaetn! liabllitles, signed 
contract wilh ZH 

Auction scheduled 
lor December 17'" 
2003. 

No RPD required. 

PA's internal approval of RPD. in 
order to proceed with informal and 
formal creditor meetings 
PA Auction Center approval of 
Privatization Program 
Registry inlo Valjev0 Commercial 
Court has to take place (estimated 
October 2003) 
Reglstry in R Serbia Land Survey 
lnstitute 

Auction by end 
20031 early 2004 



Statue of Textile Compankr  a8 of September 30,2003 
Serbia Privatization Activity 
PCE-I-805-97-00037-00 

I 1  Name of Company Currant Statue Pending Items Projected h t e  01 I Auction or Olhor 
Roeolution 

Plant Protection 
HC ownership: 30% 

Blown Packaging 
HC ownership: 30% 

Company is ready lor sale 
Agreements with private creditors 
Monsanto and working with BRA for 
Sabacka Banka approval 
Creditor claim process, database and 
verification are finished. 
RPD prepared and approved by 
Company 
Privatization Program prepared 
Division of assets1 liabilities, signed 
contract with ZH 
Company made new registration in 
Valjevo Commercial Court 
Company is ready lor sale 
Creditor claim process and database 
are finished. 
RPD prepared and approved by 
Company 
Privatization Program prepared 
Division of assets1 liab~lities, sipned 
contract with ZH 

PA's internal approval of RPD, in 
order to proceed with informal and 
lormal creditor meetings 
PA Auction Center approval ol 
Privatization Program . Registry in R Serbia Land Survey 
Institute 

PA's internal approval of RPD, in 
order to proceed with inlormal and 
formal creditor meetings 
PA Auction Center approval ol 
Privatization Program 
Registry into Valjevo Commercial 
Court has to take place (estimated 
September 2003) 
Registry in R Serbia Land Survey 

Altornatlvo 
Auction by end 
20031 early 2004 

Auction by end 
2003 early 2004 

Extruded I Diagnostic (Phase 1) completed. . PA's internal approval of RPD, in Auctlon by end 1 1 Packaging Claims are oathared. datsbase Is in I order to proceed with inlormal and 2003 early 2004 
~ ~ - ( I HC ownership: 30% I progress. I lormal CredHor meetings 

RPD prepared and approved by PA Auction Center approval ol 1 Company Privatization Program . ?~i~a!lzat~m Prwrnm prapnfad Above mentioned division of assets/ 
Company meda now rigiitretion in 
Valrvo Commercial Court 

BeerlngPoht. Inc. 

iiabilltles, and reglstry into Vel/evo 
Commercial Courl has to take place 
(estimated October 2003) 
Registry In R Serbia Land Survey 
Institute 



Status o f  Textile Companies as of September 30,2003 
Serbia Privatization Activity 
PCE-I-805-97-00037-00 

7 NAP 2000 
HC ownership: 30% 

Nomo of Company 

HC ownership 30% 

HC ownership: 30% 

Curnnt  Stotua 

t 0 Plastic 
HC "wnorshlp: 3OWe t 

Panding Itoms 

. Informal and format creditor meetings 
and PA's RPD approval 

~r~vatization Program prepered 

Diagnostic (Phase 1 )  completed. 
Claims are gathered, database is in 
progress 
Restructuring Strategy Document 
prepared and delivered to Company 
for approval 

Diagnostic (Phase 1)  completed. 
Claims are gathered, database is in 
progress 
Restructuring Strategy Document 
prepared and delivered to Compeny 
for approval 

Diagnostic (Phase t ) completed 
Creditor claim process and database 
ere finished. The verHication of claims 
is In prqre88. 
RPD prepared and approved by 
Company 

Diagnostic (Phaw 1) completed 
C i ~ m b  OIO YO~IIUIUJ, &*base IS In 
progress 
RPD proparad and apprwad by 
Company 
Privatization PrWram DraDoratlon in 

Proiaclad h t a  of 
Auction or Othor 

Rawlutlon 
Altamotiva 

Cornmanto 

Once Restructuring Strategy 
Document is approved by Company 
and PA, prepare RPD for Company 
and PA's approval 
Informal and formal creditor meetings 
Above mentioned division of assets/ 
liabilities, and registry into Valjevo 
Commercial Court has to take place 
(estimated October 2003) 
Once Restructuring Strategy 
Document is approved by Company 
and PA. prepare RPD for Company 
and PA's approval 
Informal and formal creditor meetings 
Above mentioned division of assets/ 
liabilities, and registry into Vallevo 
Commercial Coun has to teke place 
(estimated October 2003) 
PA's internal approval of RPD, in 
order to proceed with inlormel and 
tormal creditor meetings 
PA Auction Center approval of 
Privatization Program 
Above manlloned division of assetd 
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Ihabil~ties, and registry into Valjevo 
Commercial Court has to teke place 
(estimated October2003l 
PA's internal approval of RPD. In 

Auction by end 
2003 early 2004 

Auction by end 
2003 early 2004 

Auction by end 
2003 early 2004 

Potential local buyer interested in 
Hydrochloric Acid and NAP 2000 as 
a package 

Potential buyer interested in 
Hydrochloric Acid and NAP 2000 as 
a package 

ordcr to procccd wlth informal and 20931 early 2004 
formal creditor meetings 
PA Auction Center approval of 
Privatization Program 
Above -~ ----.-v-....--.,-.-,...,...- ~ 

Auction by end 
-. 



Statua of Textile Companies a. of September 30,2003 
Serbia Privatization Activity 
PCE-I-805-97-00037-00 

Name ot Company 7 -- 
process 

Curmnt Statue Pending Iterne 

liabilities, and reglstfy into Valjevo 
Commercial Court has to take place 
(estimated October 2003) 
Informal and formal creditor meetinas. 

Projected Data of 
Auction or Other 

Resolution 
Alternatlva 

12 

13 
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HC ownership 30% 

Mineral Fertiluers 
HC ownership 
49.27% 

Energy 
HC ownership: 
100"l" 

Group to lease Non Ferrous Metals 
lor 18 months. This strategy eflects 
the restructuring of Mineral Fertilizers. 
Energy and Transport. 
Resolution Slrategy Document 
delivered to PA - Final signing of lease contract with 
Binani Group (MD Serbian NEWCO 
and MD Intemalional) 
Diagnostic (Phaw 1) completed 
Claims are gathered, dabbase is in 
progress 
Resolution Strategy Document 
delivered to PA 
Leas~ng approved by PA 
Final signlng ot lease contract viith 
PharmaCom 
Diagnostic (Phaw I) completed. 
Creditor clalm process and database 
are tm~mrd. TIIU vur~i~r;ntiu~~ ul ~lailll6 
18 in progre88. 
Resolullon Strategy Document 
dellverbd to PA 

required expected 

. No further BearingPoin! activity 
requires expected 

No further 8earingPoint activity 
required/ expected 

resolution 
Accomplished: 
Lease for 3 years - 
with expected 
privatization 
therealter 

Alternative 
resolution 
Accomplished: 
Lease for 3 years - 
with expected 
privatization 
thereafter 

Altematwe 
resolution 
Accomptlshad: 
Lease tor 3 years - 
wlth expected 
prvetizatlon 
thereafter 

Ferrous Metals, Mineral 
Fertilizers. Energy and 
Transport remain in 
restructuring program lor 3 
years, with privatization 
thereafter. 

- 

Per Lease Contract d Non 
Ferrous Metals, Mineral 
Fertilizers will remain under 
restructuring lor 3 years. wim a 
poss~bility for privatization 
afterwards 

Per Lease Contract d Non 
Ferrous Metals. Energy will 
remain under restructurinq for 3 
years, with a poasiblllty lor 
prlvatizatlon afterwards 
Energy supplies energy to all 
Zorka and companies outride 



Statur o f  Textile Companisr a r  of September 30.2003 

Trade 
HC ownership: 
100% 

14 

Apanmenl: 
Joint and undivided 
capital of all 
shareholders 
(Zorka Holding. 
Non Metals. 
Thermwtam, 
Polyplast. Paints 
and Pharma) 
Research Center 

Transport 
HC ownership: 
100% 

Diagnostic (Phase I )  completed 
Claims are gathered. database is in 
progress. 

Diagnostic (Phase 1) completed . Cla~ms are gathered, database is in 
progress. 

Serbia Privatization Activity 
PCE-1405-97-0003740 

Diagnostic (Phase I )  completed. 
Claims are gathered, database is in 
progress 
Resoiullon Strategy Document 
delivered to PA 

BearingPoint will develop an Exit 
Memo containing Company Status 
Description and Recommendations for 
PA's restructuring/ privatization 
activities 
Bearingpoint will develop an Exit 
Memo containing Company Status 
Descr~plion and Recommendations for 
PA's restructuring/ privatizalion 
activities 

Diapnostic (Phase I) completed 
Claims are gathered, database is In 
progreos. 
Negotiation8 with HC. Zorka Pharma 
6 Sabac related to the merger/sala of 
RC to Zorka Pharma 

Projected Date of 
Auctlon or mher 

Reeolutlon 
Alternative 

No funher Bearingpoint activity 
requiredl expected 

BearingPoint will develop an Exit 
Memo containing Company Slatus 
C!cc:crlp!lon and Rocommendalims for 
PA's restructuriig/ privatlzallon 
aclivitle8 

Alternative 
reso1ution 
Accomplished: 
Lease lor 3 years - 
with expected 
privatization 
thereafier 

Late 2003 Early 
2004: NO auction - 
allemalive 
resolution method 

Comment* I 

. Assets pledged to secure 
investmentsot lessee of Non - - - ~ ~  . - 

Ferrous Metals ,,, 

Per Lease Contract of Non 
Ferrous Meteis. Enerov will 
remain under ristruct%ing for 3 
years, with a possibility for 
prrvatization afterwards 
Transport controls rall and port 
facilities that are required to 
operate Non Ferrous Metals 
Assets Dledaed to secure 
investments-ot lessee d Non 
Ferrous Metals 
The company has no 

alternative 
resolution method I 

Late 2003 Earty 
2004: Depending 
nn the 
Municipaiily's 
negotiations with 
Zorka Pharma 

Sabac Mun~c~pality 1s Inking the 
lead 
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Statue of Textile Companb ae of Soptomber 30,2003 
Serbia Privatization Activlty 
PCE-I-805-97-00037-00 

Name ol Company Curnnt Stntur Panding kama Proj.a*d Date of I Auction or 0th.r 
Resolution I 

handicao~ed workers 

Social Standard 
HC ownership 
100% 

Security 
HC ownership: 
100% 

Economic and 
Legal 
HC ownership 
100% 

Sabac Municipality is in negotiations 
with HC on the take over ol pool and 
athletic fields lor tax forgiveness. 
Claims are gathered, database is in 
progreas 

Claims are gathered, database is in 
progress 
Diagnostic (Phase 1) completed 
Municipality is leading discussions 
with Zorka Pharma. Paints and other 
businesses to take over company 

Claims are gathered. database is in 
progress 

PA's restrucluringl privatization 
activities . Government of Serbia's decision to 
approve a request by Municipality of 
Sabac lo take-over the comDanv 

Memo contatn~ng Company Status 
Descr~pl~on ana Recommendat~ons tor 
PA's restructuring/ privatization 
activities 
BearingPoint will develop an Exit 
~emoiontalnlng Company Status 
Descrtptlon and Rec~mmendat~~ns tor 
PA's restructuring, privatization 
activities 

BearingPoint wtll develop an Exit 
Memo containino Com~anv Status 
Descr~plion andkecommendations lor 
PA's restructurin~ privetizatim 
actIvItles 

disposition method 
(transfer to US 
Steel) 
Late 20034 Early 
2004: No auclion - 
alternative 
disposition method 
(transfer of assets 
to Municipality) 

Late 20031 Early 
2004: NO auction - 
alternative 
disposition method 
(sale to local 
companies in 
Sabac or transfer to 
Municioel~lv ol 

Sebac Municipality is takiw the 
lead 

- -- - . Sabac Muntc~pality is laklng me 
lead 

Sabac) I .. . 
Early 2004 No Potential merger wlth Holding 
auction - Com~anv as all tlnancial and 

BearhgPolnt. Inc. 

allemetive 
dlspositlon method 
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lega~rec6rds are held by - 
company and it has no 
production or sewice mat can 
be privatized 


