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PRIVATISATION THROUGH RESTRUCTURN'G (PtR) 

SUMMARY STATUS REPORT - November 1992 

ActiviLies during September 

" We prepared the work plan which was accepted by the Ministry of Privatization 
(a copy is enclosed in Attachment 1). 

* 	 Five companies were selected for this pilot project. A list of the companies is 
enclosed in Attachment 2. Attachment 2 contains information described in 
deliverable A. of Phase I under this assignment. 

* We contacted the five selected companis confirmed interestand their in 
participating in the privatization through restructuring program and to notify them 
about upcoming activities. 

Activities during October 

• 	 We prepared and conducted a presentation to representatives of the supervisory
boards of the five companies (a copy of the presentation is enclosed in 
Attachment 3). 

* 	 We defined a generic business profile format to describe the companies (a copy 
is enclosed in Attachment 4). 

* 	 We prepared information request templates to be completed by the companies 
(a copy is enclosed in Attachment 5). 

" 	 We commenced collecting required data for the preparation of the business 
profiles. 

" 	 We produced general promotion materials containing a summary of the PtR 
program and the companies involved. A copy of the promotion material is 
enclosed in Attachment 6. Attachment 6 contains information described in 
deliverable B of Phase I under this assignment. 

* We promoted the companies at the third UNIDO Investors Forum held in 
Warsaw on 26-28 October, 1992. 



Activities durina November: 

* 	 We completed the collection of data required for the preparation of business 
profiles. 

" We visited the pilot companies on-sites to ensured management understanding of 
the program and its obligations. 

* 	 We converted financial statements of the companies into a western financial 
reporting format. 

* 	 We completed the preparation of the business profiles for two companies in the 
Polish language. 

* 	 We commenced to translating the business profiles into the English language. A 
copy of one business profile isenclosed in Attachment 7. Attachment 7 contains 
information described in deliverable C. of Phase I under this assignment. 

" 	 We prepared the framework for the management contract and submitted it to the 
Ministry. A copy of the English version of the contract isenclosed in Attachment 
8. 

Plans 	for next month 

" We will finalize the business profiles in the Polish and English language. 

* 	 We will continue to assist the Ministry in defining the program specification and 
incorporate them into the draft of the management contract. 

* 	 We wi: prepare additional promotional materials including a 6etailed program 
description. 

* 	 We will commence building a data base holding potential management groups. 

" 	 We will continue to promote the pilot companies to potential management
 
through a press conference and other means.
 



ATTACHMENTS 

Attachment: Contents: 

1. Work Plan 

2. List of Pilot Companies 

3. Presentation to the Supervisory Boards of the companies 

4. Business Profile outline 

5. Business Profile information request templates 

6. General promotion material 

7. Business Profile 

8. Management contract (draft) 
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PRIVATIZATION THROUGIH RESTRUCTURING 
October 6,1992

VORK PLAN 

PIIASE i. 

l';.sks fWork steps 
Delive Time Pestolncl 

alels (NI/I))1.Rc iNion ol N( )I'pilot candidtes: 1.1 Collect data available at MoP ant! oilier sources re. five MoP candidates.a/ WI IK() Sp. z o.o. Wsci.owa, 24 W.'l'ahatiyk1.2 Set individual meetings to discuss/explain details of the PIR. M.Plawlhwiczb/ IN( IFANIA S.A. Inowrioclaw, 1.3 Confirm coripanics interest and comnmnitment to PIR.c/ I'E('I INIA Bydgt)szcz S.A., 1.4 Assess suitability of the companies to PIR based on selected criteria. X
d/ (lIiX OplCflzno S.A.,
 
e/ Zaiklady ('heniiczne RUDNIKI S.A.
 

2. Business Piolilc definition. 2.1 Define contents of BP. 
101 Jlaldwin2.2 Develop required BP format. 

X i).iruncll2.3 Obtain MoP approval to the BP formal and contents. J.Macicjcwicz 

T.Larscn 
NJ. PawhiwiC/3. Assist in prlparation of the business 3.1 Introduec guidelines and BP formal for preparation ofi BP's to companies.prllilcs (1311'. X 5) ).lh uncll3.2 Provide general assistance as needed to companies in preparing their BP's. Tl.arscn
3.3 Review of BP's for consistency and adequacy. 
J.Macicjcwicz3.4 Obtain MOP approval of tie final BP's. 
M.Pawl'it-. 

__ W. l'a;ichk 

1I-
 Deloitte & 7louche 



PRIVATIZATION TI IROUGI I RES'TRUCTURING 
WORK PLAN - CONT. 

Tasks jWork steps 1DEL vnDel ive 1T i e Personnelrs[ n c 

4. Fianiework of the manageent contract. 4.1 Set objectives for the MC. 
4.2 Review of existing documents. 
4.3 Decide on content and format. 
4.4 Draft of standardized MC. 
4.5 Work with MoP on MC revisions. 
4.6 Oblain MOP approval to final MC. 
4.7 Proposed vet:ion of standardized MC. 

fables 

X 

I/DeP)ersonnel 

37 J.Baldwin 
d.Blkiwic 

I).Burncll 
J.Wolfe 

5. Promotion camlpaign/solicit MG interest. 5.1 Design the pi-omotion campaign 
5.2 Consult with MOP on the prmotion cainapign
5.3 Promote PIR program and the BP's to domestic and international potential MG's.5.4 Check the potential interest in becoming MG among Ile current managements of 

companies.
5.5 Prepare for information request from potential MG's (eg. company visits, general

information etc.)
5.6 Prepare a list of potential MG candidates. 
5.7 Arrange for processing MG proposals (closing dale). 

he 

X 50 I.aldwin 

T.Larscn 
J.Macicjc%,.icz 
M.Pawlowicz
M.Pahicz 

Tolal number of M/D in Phase : 

-17 1 

-- " Deloitte & Touchie 



IPiRIVATIZAI'ION ''I IROUGI I RESTRUCTURING 
WORK PLAN - CONT. 

I'1IASE II. 

Tasks 

I. Evaluate restructuring plans. 

Work steps 

I 
1.1 Identify the evaluation process. 
1.2 Definition of selection criteria for RP's. 
1.3 Assist in review and evaluation of RP's. 
1.4 Recommend preferred RP's to MoP. 
1.5 MOP Selection of the best RP's. 

Delive 'rime 

~rabiesj(M ) 
X 20 

Personnel 

).Burncll 
T.Lirsen 
NI.Pawl iwicz 

2. Review MG bids. 2.1 Individual meetings with MG's in order to discuss RP's. 
2.2 Solicit for initial value bids for the companies. 

51 J.Baldwin 
M.Pawlowicz 

3. Solicit Management Groups. 

4. Signing contracts. 

3.1 Define basic conditions for negotiation process.
3.2 Establish the negotiating team. 
3.3 Individual negotiations with MG's. 
3.4 Final selection of MS's. 

4.1 Drafting the final MG contract. 
4.2 Customized appendices to MG cintract. 
4.3 Sign contract. 

X 

X 

8-1 

7 

C.Pollers 
J.Macicjcwicz 

J.Baldwin 
E.Budkiewic 
J.uWolIwfe 
J.Macicjcwicl 

E.Budkiewicz 
J.WoIle 

-3- Deloitte & Touche 



PRIVATIZATION THROUGH RESTRUCTURING 
WORK PLAN - CONT. 

Tasks Work steps 
ive Time Personnel 

__ 

5. Rccm,1nacndahlitts hor p ogialni 
improvement. 

lotal number of M/D in Phase 11: 

_ _ _ 

5.1 Draft document of recommendations, concerns and suggestions it) he presented to MOP.5.2 Estimate the potential number of companies entering PiR. 
5.3 Obtain M oP approval of final list.
5.4 Review and assess selection criteria previously established at MoP. 
5.5 Work with MoP to finalize selection criteria. 
5.6 Assess the final list of selection criteria. 
5.7 lpdale program hand-book including recommended changes to enhance its ellicienLy andfuture success. 

rabies 
X 

(MID) 
21 J.Baldwin 

M.Pawlowicz 
.P awh wis 

C'[acilews 

--- 181 
--------------------------------

TLt)lal number of M/I) in the project: 
--- 352 

13[) (Business profile), 
M/D (man/days), 
MG (Management group), 
MoP (Ministry of Privatization), 
PtR (Privatization through restructuring), 
RP (Restructuring plan), 

-4- Deloitte& Touche 
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List of the five selected 

1. 	 Company: 

Address: 


Industry: 
Employment: 
Products/Services: 

2. 	 Company: 

Address: 


Industry: 
Employment: 
Products/Services: 

3. 	 Company: 

Address: 


Industry: 
Employment: 
Products/Services: 

4. 	 Company: 
Address: 

Industry: 
Employment: 
Products/Services: 

5. 	 Company: 
Address: 

Industry: 
Employment: 
Products/Services: 

pilot companies slated for privatization through restructuring: 

Zaklady Chemiczne "Rudniki" S.A.
 
ul. Fabryczna I
 
420240 Rudniki (Near Czestochowa)
 
Chemical
 
347 people
 
Non-organic chemical products
 

WUKO-Wschowa Ltd. 
ul. Obroncow Warszawy 26 
67-400 Wschowa 
Machinery 
140 people 
Snow ploughs, sand spreaders, road watering equipment and 
other truck attachments 

INOFAMA S.A. 
ul. Metalowcow 7 
88-100 Inowroclaw 
Machinery 
1,056 people 
Motorway barriers, waste containers and other similar metal 
based products 

Techma Bydgoszcz S.A. 
ul. Olowiana 10 
85-461 	Bydgoszcz 
Machinery 
194 people 
Steel constructions and forklift trucks 

Optex=Opoczno S.A. 
ul. Kolberga 2 
26-900 	Opoczno 
Textile 
1,222 
Polyester fabrics of textured yams 
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Prywatyzacja z restrukturyzacjaq 

Program spotkania 
1. Wstqp
 
- prezentacja uczestnik6w spotkania
 
- cel spotkania
 

2. Program "Prywatyzacja z Restrukturyzacjq"
 
- etapy programu
 
- gl6wne punkty programu
 
- ramy czasowe programu
 

3. Rola i zaangaowanie uczestnik6w w programie 

4. Profile biznesowe 
- format profilu biznesowego 
- wsp6lpraca z przedsiqbiorstwami 
- wyznaczenie os6b odpowiedzialnych 

5. Harmonogram wizyt w poszczeg6lnych sp61kach 

6. Dyskusja, pytania 

..................
...... .........
......... 
 . . . 
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Prywatyzacja z restrukturyzacja 

Profile 

biznesowe 

Etap I Kontrakt 
menadferski 

Promocja/pozyskiwanie 
grup menadferskich I 

IX 

Ik. 
Dlo{ille &T"'buche 

lxi lxii 1'93 lili i 
.......... ... 

....... v 
2 

................................................. 
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Prywatyzacja z restrukturyzacja 

Programy 
restru kturzcyjne 

Ocena ofert grup I 
menadzerskich 

Etap II Negocjacje z grupami 
menadzerskimi 

Podpisanie kontraktu 
Lmenad2erskiego 

IRekomendacje dia 
_ _rogramu 

XI 9 I iilvIV lvi......... :.C.:.× -:,'.:.
...... ,-;. ...... 
 ...- ,.. _________:________:______:________: 
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Prywatyzacja z restrukturyzacq 

Wstepne spotkania w sp6lkach 

Przedsiqbiorstwo Okres MPW Deloitte & Touche 

1 Wuko-Wschowa 

2 Techma-Bydgoszcz 

3 Optex-Opoczno 

4 Inofama 

5 Rudniki 

03.11.92 

29.10.92 

09.11.92 

??.11.92 

10.11.92 

Bozena Dyjak + 
Marcin Halicki 
Bozena Dyjak + 
Renata Wanat 
Bozena Dyjak + 
Beata Kohska 
Boena Dyjak + 
Agnieszka Malocha 
Bozena Dyjak + 
TomaszPopis 

Wojciech Roman + 
Magda Pawlowicz 
Wojciech Roman + 
Beata Wincek 
Wojciech Roman + 
Jolanta Kokosiska 
Wojciech Roman + 
Beata Wincek 
Wojciech Roman + 
Jolanta Kokosiiska 

: 

.. ..o.:::ii~~~-i . -.,.i.:.. ':.:..:. .. : :: . 

I)eIoitl &Thuch1 

5 / 
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TOC of Business Profile for PtR candidates 

Overall purpose of the Business Profile: 

To serve as primary promotional document for attracting interested and appropriate 
Management Group candidates 

To facilitate a common underitanding between the company and potential Management 
Groups of the company's opportunities and needs-- thereby increasing the likelihood for 
a good match between the two 

Objectives of the Business Profile for each party: 

The company: 

To accurate reflect the company's situation and possibilities 
To attract qualified and suitable management groups 
To determine a serious level of interest on the side of the candidates and organizing 
information exchange necessary to formulate a Restructuring Plan 

The potential Management Groups: 

To enable potential MGs to self-identify their interest 
To better understand the business opportunities and expectation of an MG 
To expedite decision making process and eliminate possible alternatives 
To organize information exchange necessary to formulate a Restructuring Plan 

Ministry of Privatization: 

Expand the universe of possible Management Group candidates 
Provide openness and fairness for all participants 
Increase potential value to the state treasure and to guarantee the long-term viability of 
the company 

Deloitte & Touche 



Summary: (1 page) 

Company Name. Size, Description and Location
 
Products. Markets and Revenues
 
Company's uniqueness / competitive advantages
 
PtR summary and timing
 
Where to get additional information
 

Introduction: 

Basis of company selection (why this co?)
 
Position of co in program and overview of program steps (why this process?)
 
Statement of advantages for MGs and definition of MG in the program (Who should
 
participate as an MG?)
 
Role and benefits for potential MGs (what is in it for MGs?)
 
Commitments, contributions and other concerns (what are my risks?)
 

The Business: 

Company background
 
- Name, location, accessibility
 
- Origin
 
- History (including markets and industry)
 
- Stages of development
 
- Current business focus
 

Products and Services 
- Description and specification of products and services 
- Product fit to customer needs 
- Product categories 
- Product uniqueness 
- Qualities and characteristics of products 
- Value added in providing the product or service 

Markets 
*Segmentation of markets served and companies position in the market 

- Local. National, E-Europe, W-Europe and other international markets 
. Customer segmentation by location, size and type 
- Competitors with their relative position in the market 

- Local, National, E-Europe, W-Europe and other international markets 
- Advantages/disadvantages relative to competitors 

- Quality, price, service, quantity, 
- Key factors in the market 

- What is effecting the sales 
- Industry trend 
- Opportunities and threats 

Marketing and Sales 
- Sales (by productline) of past three years in PLZ and in quantity 
- Description of marketing activities 

- Who is responsible 
- How many people are involved 
- What media and marketing materials are used 

- Sales and distribution channels 
- Role and responsibilities 
- Selling agents by product line 

- Opportunities 

Deloitte & Touche 



Manufacturing
 
- Production process and steps
 
- Production capacity, capabilities and utilizntion
 
- Manufacturing technology and special skills
 
- Raw materials used by type and amount
 

- Availability of raw materials 
- Description and quantity of main suppliers 
- Pending supplier contracts 

- Inventory by type 

Assets and facility description 
. Land 

- Size, description, location, function, accessibility for in and output 
- Buildings 

. Age, capacity, use, status 
. Equipment and machinery 

- amounts, types and models, function, age, utilization, performance 
characteristics 

- Sociai assets 
- description, usage, location, age 

- Other assets 
Patents, licenses 

Organization: 

Organization structure 
- Organization chart 
- Number of people per department 
- Relations between divisions, groups and departments 

Current management 
- Profile of current management, Age, Skills, Education, Years with the company, 
job description, role, career history, how appointed, plans for the future, 
interest 

Employees 
- Positions, demographics, number of years with the company, skills, amounts per 

department
 
- Compensation per group
 
- Relations, contracts and Trade Unions
 
- Eisting training programs
 

Social, housing and other funds 
*Fringe benefits and in-kind compensation 

Deloitte & Touche 



Financial information: 

Basis of preparation 

Past 3 years trade summary 
- Income statement '89 / '90 / '91 / first half '92 

+ Sales Products 
+ Sales Services 
- Items returned 
Net sales 

- Costs of goods and services sold 
Gross margin 

- Operating expenses 
- Administration expenses 
- Salaries 
- Car expenses 
- Insurance 
- Depreciation 
- Other expenses 
Total operating expenses 

Operating income 
+ Other income 
- interest expenses 

Income before taxes 
- taxes 
Net income 

Balance sheet '89 / '90 / '91 / first half '92 
Cash A/P 
A/R S-T Debt 
Inventory Accrued Taxes 
Prepaid expenses Accrued Expenses 
Current Assets Current liabilities 

Land L-T Debt 
Buildings Other Liabilities 
Machines Total Liabilities 
Furniture 
Cars Capital 
Intangibles Retained Earnings 
Other Additional paid in capital 
- Depreciation Total Equity 

Total Assets Total Equity + Total Liabilities 

Cost structure 
- Direct labor (blue collar) 
- Indirect labor (white collar) 
- Materials 
- Taxes 
- Depreciation 
- Gas. light, power & water 
- Other overhead costs 

Deloitte & Touche 



Current trading and prospects 
- YTD trading 
- Sales by type 
. Projected sales for 1993 by type 

Bank relations 
- Name, address and bank contact 
- Outstanding loans with terms and conditions 
- Available credit lines 

Other issues: 

Legal status of the company 
- Description of corporate status (Sp. z 0.0.) 
- Land and building ownership 
- Lean on assets 
- Pending obligations 
- Intellectual property 
- social obligations 

Environmental issues
 
- Licenses
 
- Current range of allowable emissions
 

Appendices 

Location map and site plan 
Privatization though Restructuring 
Overview of Poland's investment climate and privatization efforts 
Domestic industry information 
Product brochures, literature and marketing materials 

Deloitte & Touche 
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INFORMACJE 0 PRODUKTACH I USLUGACH(stan na dzieri 30.09.92) 

Asortyment Podstawowe dane techniczne Data wprowadzenia Ofertowa Przeznaczenie/zasiosowanie 
do produkcji cena sprzedaiy 

(w mln zl) 

Nazwa/Numer 

TTouche 

http:30.09.92


____ 

cA-PZkud~blIJCY\OdlIO- I .wk I 

PtOsimy 0 podanie gl6wnych odbiorcdw. d iry-z oke l l.-3 09 2) 
-W p6lpri acNazwa odbiorcy Slatus prawny Lokalizacia W ek a u-Brania odbiorcy 

191d-- Wiekbiorcqj ---D 99 
- ~ 

Jednotki 

loc.Inostki -rsz 
urp [Iat~li) 

_wrany nostkikajw 

Ioa~zac~) posz ore~ic warany: oklny kajo y.Eur paWschodnia, Europa Zachodnia, inne) 

Drcdoiule & Touciie 



a:\p-)\odbjioicy\odbio.2.wk I 

0db iorcy__Il 
______ - Lokalizaaja sprzeazy 

Nazwa odbiorcy Lao kalIna Krajowa Europa Wsch. Europa Zach. Inna 

*Wiasciwq Iokalizacjq proszq azniaczyd za prnocz "X" 

Deluille & Toucho 
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KONKURE NCJA~stan na 30.09.921
 

Nazwa 
Produkt* przedsiqbiorstwa Lokallzacja 

kankurencyjnego kankurenta 

Proszq wymieni6 gl6wne produkty tub grupy produlkt6w 

Ploszq wybra6 odpowiednie spogr6d nizej poanych mziliwoicI: 

* lokirraJP 

kraowa 

Europa Wschodnia 

Europa Zachodnia 


*irma 


ileS I obiClie 

Przewagalslaboi4E przedsigbiorstwa w zakresie:~ Udzial poazczegotnych 
konkurentow w 

pP C------CZ JU H Z A 10 MS rynku (sprzedai) 

"'Proszq wybrad odpowiednie spoir6d nliej podanych moziiwoici: 
'+'przewaga; ""slaboir5; "0" por6wnywalnoi6
 

P - projeki techriczny. wykonarie
 
C - cena
 

- jakoid produktu 
CZ - czas dos!awy produktu
 
JU- jakog6 uslug
 
R - rekiama
 
.1 - zdolnoicl wytw6rcze
 
A - asortyment produkowanych wyrob6w
 
L0 - Iokalizacia
 
MS - moziiwoga stosowaNia
 



a:\ph\sprLedaz\sprze- I.wk I 

SPRZEDAZ
 

___ Wielkosc sprzedazy .. Zam6wienia do realizacjiNazwa produklu/uslugi 1990 1991 Sprzeda
stan na 30.09.92 Koniec 1992 -1-9--93 przewidywanajednos.ki min A jedngstki mlnzlA _ tys !p..
m _mn z! . w 1993 

Deloille &Touche 
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LOKA LIZAG-JA SPRZEDA-ZY a-tn na 30.0 9992) na Itere n e: 
tNazwa pioduklu Wjw6dztwa maciiyi -!i Louinj . Calego kY hjoi6 S.b.* _ _hs odSb S . 

Psositny o zaznaczenis kozyzykiam odpowiedniego pola. *S.b.' w pizypudku spizadazy bezpoiredniei hub *S.p.p.' w przypadku sprzedal: realizowanej przoz poairdnika. 



a: plr~eKSOCn.w.K1I 

EXSPORT (za ckras 01.01. - 30.09.1992) 

Produkt Odbiarca Kraj llasd S.b.* S.p.' 

prosimy 0 ZAznaczente krzyzykiem odrowiedniego pola. 'S.b.' w przypacku sprzedazy bezposrednfi lub 'S.p." w przypaaku sprzodazy
pasrednlel 

Deloirte &Toucre ' 



_________ 
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Overview: 
Privatization through Restructuring (PtR) is Poland's latest innovative privatization program. Itis based on the concept that before actual privatization takes place companies will be restructuredto enhance their attractiveness to potential buyers. The restructuring will be carried out bysolicited Management Groups (MGs) which will, apart from a fixed salary, receive a percentage
of the proceeds from sales. 

Obiective: 
To privatize small and medium-sized companies that require preliminary restructuring to make
them economically viable. 

Participating Companies:
Volunteering small and medium-sized single-holder State-Treasury joint stock compinies.
Currently: 

Company: Products: 
- Wuko-Wschowa, Truck attachments 
- Optex-Opoczno, Textiles 
- Techma-Bydgoszcz", Metal containers 
- Zaklady Chemiczne "Rudniki"*, Chemicals 
- Inofama-Inowroclaw, Metal works 

For additional information on the following companies please contact ITCA (Tel: 29 85 40).- MERA-ELZAB, Electronics - Bielskie Zaklady Graficzne, Publishing of books and brochures 
- PREMET S.A., Lighters
 
- Huta Szkla "KARA", Flatglass
 
- Gorniczo Przetworcze Zaklady, Heat resistant clays
 
- TEMED S.A., 
 Medical equipment- Powogaz-Poznan, Sewage treatment equipment- Zaklady Przemyslu Dziewiarskiego "Wanda", Knitwear 
- Olsztynskie Kopalnie Surowcow Mineralnych, Gravel
 
- Bielskie Przedsienbiortwo Robot Instalacyjnych, 
 Sewage and heat systems 

A summary of the company is enclosed. 

Who should apply?

Polish and foreign individuals 
or companies equipped to restructure a company should apply.This includes strategic investors, entrepreneurs, companies seeking access to the Polish marketand other groups that want to explore new market opportunities at a low cost. 

Role and beneitsfor the Management Group(M G):
The MG will be contracted by the Ministry of Privatization (MOP) to restructure and sell thecompany. They will report to the company's existing supervisory board and are compensated onthree levels. First, MGs vill receive a fixed salary. Second, MGs will share in the annual profitsof the company and finally, the MGs will receive a percentage of the proceeds from privatization. 

Deloitte & Touche 
October, 1992 
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Privatization Through Restructuring 

What to do, if interested? 
Groups interested in becoming a Management Group should submit their name and address to 
Deloitte & Touche (see Additional Information). They will receive a copy of the Business Profile 
on the company of their interest. 

A site visit and additional company information will be available after the group's reiteration of
interest and signing of a confidentiality agreement. This should provide the potential MGs with 
sufficient information to submit a Restructuring Plan and to make a tender bid, both required to 
qualify for selection to MG. 

Program Steps: 

1. Solicit Management Groups (MGs) 

1.1 	 Participating company prepares a Business Profile 
1.2 	 The company is promoted to potential MGs 
L3 	 Interested MGs visit company and get additional information 
1.4 	 Serious MGs submit a Restructuring Plan for the company
1.5 	 Ministry of Privatization (MoP) selects a MG by tender 

procedure 
1.6 	 MG is contracted by the MoP 

2. RestructuringProcess 
I The contracted Management Group is responsible for carrying 

out proposed restructuring activities. 

3. Sale of the Company 

The company is considered to be privatized when at least 51% 
of the shares are in private hands. 

Timing: 
Promotion of companies to potential MGs (step 1.2); January, 1993 
Deadline for submission of restructuring plans (step 1.3); March, 1993 

Additional Information: 
Deloitte & Touche, Ministry of Privatization 
Aleje Ujazdowskie 6A Privatization through Restructuring
Warsaw ul. Krucza 36, Room 506 
Contact: Mr. Wojciech Roman Contact: Ms. Bozena Dyjak
Tel:(22)29-32-85 Fax:(22)29-01-07 Tel:(2)628-0281 ext. 507 Fax:(2)628-3090 

Deloitte 	&Touche October, 1992 



Company: WUKO-WSCHOWA Ltd. 

Address: ul. Obrofic6w Warszawv 26 
67-400 Wschowa 

ft,,i 

Industry: Machinery 

Date of 
Commercialization: 6 September, 1991 

Products and Services: 

-

Waste removal trailers 
Waste removal semi-trailers 
Road watering equipment 
Waste containers 
Snow-ploughs 
Sand spreaders 

Turnover:. 13,083 m zi (for the period of 1st Jan - 30th Sept 1992) 

Sales by product type: 

Product 

Waste removal trailers 
Waste removal semi-trailers 
Waste containers 
Road watering equipment 
Sand spreaders 
Spare parts 

Sales in 
million zA 

1,881 
3,111 
4,459 

950 
1,100 
1.272 

No of 
pieces 

76 
57 

536 
10 
10 

Employment: 140, including: 

Blue collar 
Support staff 
Administration 
Management 

54 
46 
38 
2 

Deloitte & Touche October, 1992 



Customer base: Currently, the company has 400 customers. They are end-users, primarily local 
governments. 
The company's main customers purchase waste containers and sand spreaders.
Remain customers are primarily single purchase orders. 
The company sells its products to domestic customers, except containers, which 
are exported to the Netherlands and Germany. 

Competition: In respect to trailers, there are two main competitors on the market:
MEPROZET - Kogcian and POM - Chojna. MEPROZET is considered a major
threat, due to its location close to WUKO-WSCHOWAX 
In the waste container market, there is a range of competitors in the home
market, mostly in the state-owned sector. Foreign competitors are also enteringthe market, which is characterized of being dynamic and research and 
development in the field of products.
The company enjoys a kind of "monopolistic" position in the field of semitrailers, as there is no other manufacturer of this kind of equipment in Poland.
As far as sand spreaders are concerned, the main competitors are: Okregowv
Zaklad Transportu i Maszyn in Olsztyn and foreign companies from Germany 
and Denmark. 

Deloitte & Touche October, 1992 



Company: Optex.Opoczno S.A. 

Address: ul. Kolberga 2 	 ,.. * 
26-900 Opoczno ' , 

Industry: Textile 

Date of 
Commercialisation: 	 12 July, 1991 

Products and Services: 	 Manufacturer of polyester fabrics of textured yams, classical thinned and profiled.
The range of products includes clothing, decorative, special coated fabrics and 
ready made goods. 

Turnover: 	 162,900 m zi (for the period of 1st Jan - 30th Sept 1992) 

Employment: 	 1,222, including: 

Blue collar 822 
Support staff 262 
Administration 134 
Management 4 

Customer base: Private retail outlets, wholesale outlets, textile processing companies. Optex also 
sells its products on export markets, including: Western European countries, 
Finland, Lithuania, Jordan. Currently, the total number of customers is estimated 
at 1,200. 

Competition: The main competitors are domestic textile manufacturers like ZPB "Alba" - Udi 
ZPJ "Ortal" - L d, ZPW "Kentex" - Kenty, ZPDz "Vera" - Udi, ZPJ "Miranda" 
- Turek. Imported textiles from Korea and Japan are also providing competition. 

Deloitte & Touche October,1992 
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Company: TECHMA Bvdgoszcz S.A 

Address: ul. Olowiana 10 
85-461 Bydgoszcz 

Industry: Machinery 

Date of 
Commercialisation: 17 May, 1991 

Product and Services: 
- Steel construction, including containers;

Units and parts for cranes and transportation equipment; 
Fork lift trucks;
Repair and maintenance of Polish and imported (manufactured by

'"Balcancar Bulgaria) fork lift trucks; 
Transportation services. 

Turnover: 16,436 m z1 (for the period of 1st Jan - 30th Sept 1992) 

Sales by product type: 

Product Sales in No of 
million z pieces 

i Steel construction 2,466 273 
incl.: 

containers 2,218 263 
Units and parts for cranes and 
transport equipment 
Fork lift trucks 

10,843 
952 

429 
24 

Services: 
fork lift truck repairs 2,685 

Employment: 194, including: 

Blue collar: 139 
Support staff 12 
Administration 41 
Management 2 

Deloitte & Touche 
October, 1992 
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Customer base: Rrivate customers account for 70% of the total production of the company.
There is one major customer for fork lift trucks. 

Competitors: Main competitors are "Zakrem" Grajewo, Rrzedsiqbiorstwo Urzqdzefi
Technicznych Suchedni6w and imported products from Czecho-Slovakia and 
Bulgaria. 

Deloitte & Touche October, 1992 



Company: 	 Zaklady Chemiczne
 
"Rudniki" S.A.
 

Address: 	 ul. Fabryczna 1
 
42-240 Rudniki/
 
near Czqstochowa 

Industry: 	 Chemical 

Date of
 
Commercialisation: 29 May, 1991
 

Products and Services: 	 Manufacture of semi-finished goods and non-organic chemical products such as: 

- silicate alkaline 
- nonorganic salt 
- cleaning materials 
- corrosion inhibiters, core binders 

Turnover. 	 136,735 in zI (for the period of 1st Jan - 30th Sept 1992) 

Employment: 	 347 

Customer base: The company has annual contracts with 400 customers, 40 of which are large
clients. It sells directly to end-users and uses private and state-owned distribution 
channels. 

Competition: 	 The main competitors are manufacturers of caustic soda, including: Zaklady
Azotowf. in Wloclawek, "Organika-Rokita" in Brzeg Dolny and other 
manufactures of chemical products.
In respect to glaze, the main competitor is "Vitrosilicon" S.A. from Ilowa near 
Zagan. 
In relation to the ot;jer products, the company is the main producer in the home
market and enjoys a kind of monopolistic position in the market. 

Deloitte & Touche October, 1992 



Company: 	 INOFAMA S.A. 

Address: 	 ul. Metalowcdw 7 
88-100 Inowroclaw 

Industry: 	 Machinery 

Date of 
Commercialization: 1 May, 1992 

Products and Services: 
- motorway barriers 

waste containers 
agricultural machinery and equipment 
stock-farming equipment 
galvanizing services 
heating services 

Turnover:. 	 205,371 m zi (for the period of 1st Jan - 30th Sept 1992) 

Employment: 1,056 including: 

Blue collar 437 
Support staff 430 
Administration 187 
Management 2 

Customer base: 	 The company currently has 150 customers, the customer base includes: small,
private, distribution companies dealing with the distribution of agricultural 
machinery and equipment. 
E'xports account for about 80% of the company's production. INOFAMA sells 
its product to clients in Germany, France, Switzerland and Belgium. Exports
include motorway barriers, waste containers and stock-farming equipment. 

Competition: 	 As far as agricultural machinery and equipment are concerned, the company
specializes in products for farming mechanization. In this field, there is no 
competition in the home-market. 
In respect to motorway barriers and environmental protection equipment, the 
company faces increasing competition in foreign markets, where these products 
are sold. 

Deloitte & Touche October, 1992 
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"Optex - Opoczno" S.A. - Business Profile 

I. BASIC DATA ABOUT TIE COMPANY 

~Lodz Wamzam~ 

Opoczao 

Address: Kolberga Street 2 
26-300 Opoczno 

Phone nr: 28 - 41 

Fax nr: 33 -72 

Industry: Textile 

Main products and services: Polyester fabrics manufactured from textured, regular, thinned 
and profiled yams. The product mix comprises clothing,
ornamental, special purpose and coated fabrics as well as 
ready-made clothing. 

Number of employees as at 30.09.92: 1,222 

Turnover in the period
IJan - 30 Sept '92: 166,984 million z (US$ 12.1 million)*/ 

Financial result 
as at 30 Sept '92: 5,995 million zl(USS 0.43 million)'/ 

Principal customers: "Optex" products are predominantly purchased by clothing
manufacturers and private trade companies dealing with
wholesale and retail sale. 

The exchanee rate of the US dollar to the Polish zloty as at 30 Sept 1992:13.839 z I USS= 

http:30.09.92


"Optex - Opoczno" S.A. - Business Profile 

H. HISTORY OF THE COMPANY 

1973 - Launching of the "Opoczno" Wool Industry Works in Opoczno. 

1975 - Computerization of the remuneration system. 

1985 - Purchase of a "THIES" dyeing machine. 

1985 - Initiation of the employment rationalisation process, which by 1991 resulted in 
the reduction in the number of employees by 12.5%. 

1988 - Purchase of a "HEMMER" 
(impregnated fabrics). 

coating machine - broadening the product range 

1989 - Purchase of an additional "HEMMER" full width scouring machine 
bottlenecks in the manufacturing process. 

-eliminating 

1991 - Extension of the computer network which encompasses stock and manufactured 
product management. 

1991 - Purchase of two dyeing machines - "HERIKSEN" and "THIES". 

1991 - Purchase of twenty "PICANOL GTM" new generation looms. 

1992 - Testing of pneumatic looms as prospective tools for the modernisation of
production in the weaving mill, and of modem "LONGCLOSE" and "VENTURA 
RAPID" dyeing machines. 

1991.07.12 - Transformation of the enterprise into a joint 
Treasury, renamed OPTEX - OPOCZNO S.A. 

- stock company of the State 

All investments made by the company since its establishment were directed towards modernization ofparticular production stages to improve product quality and to increase production capacity. 

3
 



"Optex - Opoczno" S.A. - Business Profile 

Ill. PRODUCTS AND SERVICES 

The "Optex" company manufactures polyester fabrics from textured, regular, thinned and profiled yams. 

The product mix includes the following product groups: 

1. 	 Suit fabrics manufactured from two types of yarn:
 

yarn - 100% regular textured polyester, the weight of the running 
meter (wrm) ranging 
from 210 to 340 g/m, 

yarn - 100% thinned textured polyester and pontella, wrm - from 240 to 330 g/m. 

2. Dress 	 fabrics manufactured from two types of yam: 

yam - 100% regular textured polyester, wrm - from 150 to 220 g/m, 
yam - 100% thinned textured polyester. 

3. Ornamental fabrics manufactured from regular textured polyester. wrm - from 220 to 310 g/m. 

4. Laundry bags manufactured from polyester, wrm - 120 g/m. 

5. Upholstery fabrics manufactured from mixed yarn, 60% regular textured polyester, 20%
wool/polyester tops, 20% polyester/viscose tops, wrm - 545 g/m. 

6. Tent fabrics manufactured from textured polyester, wrm - 280 g/m. 

7. Impregnated table cloth fabrics, waterproof and stainproof manufactured from textured polyester, 
wrm - from 260 to 330 g/m. 

8. Impregnated table cloth fabrics, waterproof manufactured from textured polyester, wrm - from 
250 to 300 g/m. 

The company employs a team of textile designers who are responsible for designing patterns for themanufactured products. "Optex" also manufactures cloth fabrics according to patterns provided by
customers. Small barches alsoare manufactured. 

Apart from the basic business - fabric manufacturing -the company provides industrial and non-materialservices (utilization of the machines and facilities for commissioned services, other than those encompassedby the basic business). The share of these services in the total sales is 0.8%. 

4 



"Optex - Opoczno" S.A. - Business Profile 

IV. DESCRIPTION OF THE MANUFACTURING PROCESS
 

The manufacturing process for the company's products 
 consists of the following stages: 

1. Texturing 

Texturing polyester yams according to the "false twist" method with bistabilization. The textured yarn istwisted and processed by weft. As a result of the texturing and bistabilization process the yarn acquires 
greater flexibility. 

2. Twisting 

Further twisting the textured yarn so as to achieve a value of 100 or 150 twists per meter. The finallytwisted yarn is directed to the rewinding stage, while another portion, which is earmarked for weaving in 
colour, is sent for dyeing. 

3. Rewinding 

The yam is rewound from cylinder and spring beams onto conic and cruciform beams which are more
suitable for the ensuing stages of the manufacturing process. 

4. Warping 

The warp beams are prepared on sectional warping machines. 

5. Weaving 

Weaving is performed on dobby and Jacquard looms. 

6. Scouring 

The process of removing from the fabrics preparatory agents, which are spread on the yarn during the
texturing and rewinding stage, and wax spread during the warping stage, as well as removing any other

stains, which may have occurred during the weaving stage.
 

7. Yarn and fabric dyeing 

Yams and fabrics are dyed in autoclaves completely filled with dye liquor. 

8. Drying and stabilization 

Drying fabrics weaved in colour after scouring and fabrics dyed in one piece. The stabilization process
includes: ensuring the correct appearance of the thefabric, fixation of the ,abric width as well as ensuring
appropriate hand - softness or stiffness  depending on the future function of the fabric. 

9. Impregnation 

The fabric is padded with assistant agents in order to improve particular properties of the fabrics.
Special--purpose coatings - e.g. stain protection - are spread onto the fabric. 

10. Printing
 

Printing with a transfer cloth printing machine.
 

5
 



"Optex - Opoczno" S.A. - Business Profile 

11. Final operations
 

The fabrics are prepared 
 for sale. They are sorted, measured, labelled and packed.
 

The manufacturing 
 process is presented on Chart 1.
 

The level of the utilization of the production 
 capacity for particular production stages depends on typesof semi-products and goods manufactured.
 

100% of the products manufactured by the company 
 are subject to quality control. The quality control 
system includes three stages: 

- raw materials control,
 

- intermittent product 
 control (after terminating each production stage), 

- final product control. 

Machines and facilities employed in the manufacturing process are listed in Appendix 1. 

6
 



MANUFACTURING Chart IPROCESS SCHEME 
R 2. 3.

RAW MATPIRTATEXTUJRING 
.0.TWISTINGREIDNWAPG 

.......................
.....
..I............... .... __
 .......... ................. 

....
...............
 

KWEAVING 
STABU1OPERTION -- i-J RENTO 



"Optex - Opoczno" S.A. - Business Profile 

V. MARKET SHARE 

The Company market share is estimated to be 60% of total domestic market. The main domesticcompetitors of the company are: Kenter, Zeltor, Textilpol, Oral and Alba. 

As far as range of products and their utilization are concerned, all of the domestic producers are at the 
same level.
 

"Optex" is more competitive in terms of designing, advertising and terms of delivery.
 

The relative position of the company versus main competitors, based on product quality and price, is 
presented in the chart below. 

Chart 2. 
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"Optex - Opoczno" S.A. - Business Profile 

VI. MARKET DESCRIPTION 

The company sells its products to about 2,000 customers. Most of the companies are Polish and operateeither in the clothing or trade business. 

The group of customers dealing with manufacturing
majority of the trade 

include both state-owned and private companies.companies are middle-sized wholesale companies 
The 

which have been purchasing from"Optex" for the past 2 - 3 years. 

The company supplies customers in 49 voivodships. The majority of the customers areL6di, Piotrk6w and Warsaw voivodships. From January to September 1992 there was no 
situated in the 

customer whoseshare in the total sales exceeded 5%. 

The geographical structure of the company's sales by product groups from January to September 1992 ispresented in Chart 3. 

Chart 3. 

, ,,fabrics 

Ornamental fabrics 

EDress fabrics 

I Laundry bags 

UOthers 

0 500 1,000 1,500 2,000 2,500 3,000 3,500 Exports 
tor,: te, tumrrilto , 1000 metersatur m oe l Domestic] oestice 

falbrics 

The company exports its products to Frar.e, Dubai. Ireland, Canada. Sweden, Jordan,
and Lithuania. Exports share of total Denmark. Belgium
sales amounted to 2% in the period from January to September
1992. 

The company perceives price and technical design as the key factors which are considered by a customerwhen buying a product. 
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"Optex - Opoczno" S.A. - Business Profile 

VII. SALES AND MARKETING
 

The chart below 
 presents the sales volume effected by "Optex" in 1990, 1991 and 1992 (January -September) that torecasted for the whole year of 1992 and 1993. 

Chart 4. 

'000 meters 
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From January to September 1992 the sales amounted to 166,984 million zi (US$ 12.1 million). 
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"Optex - Opoczno" S.A. - Business Profile 

The sales structure by product groups in 1990. 1991 and 1992 (January - September) is shown in
Chart 5. 

Chart 5. 
....................................
 

100%.' 
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25%Laundry bags 

.Others 
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I Decorative fabrics 
Cloth fabrics 

Distribution channels used by the company are presented in Table 1. 

Table 1. 

Distribution channel Share in total sales 
Salesmen 

6% 

Direct sales to wholesale and retail buyers 80% 
Direct sales to industrial customers 6% 
Own wholesale network 

8% 

Based on 3 quarters sales data. 
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"Optex - Opoczno' S.A. - Business Profile 

Viii. RAW MATERIALS 

The company utilizes the following raw materials:
 

yarn for fabrics manufacturing,
 

-polyester inc. torlen)
 
-tops
 

components (pigments, 
 wax, etc.). 
Yarn constitutes 85% of the total raw materials consumed and is delivered by four suppliers. Their share
of raw materials supplied to the Company is shown in the below chart. 

Chart 6. 

9ZWCh 'Ean Torun 
EPCz 'Merinotex" Torun 

F9Rhone Poulenc S.A. 
% E2 Noy fllCaggigo 

Domestic manufactures constitute the majority of suppliers.imports amounted From January to September 1992, supplyto 19,3% of the value of total supply and included products not manufactured in Polandin sufficient quantity and satisfactionery quality. 
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"Optex - Opoczno" S.A. - Business Profile 

IX. ORGANIZATIONALSTRUCTURE OF THE COMPANY 

The current organizational structure introduced in October 1991 is presented in Appendix 2. 

CVs of the members of the Board of Directors are presented in Appendix 3. 

The structure of employment and average remuneration as at 30 September 1992 are shown in Table 2. 

Table 2. 

Fluctuation ratio 
Number of (dismissed plusemployees Average remuneration new

employed/total 
employment) 

Total 1,222 2,485.131 3.5 
Production workers 822 2.412,578 3.1 
Supportig staff 262 2,447,038 4.2 

Administration 134 2,646,985 2.2 
Board of Directors 4 15,866,525 0.0 

There are two trade unions in the company: 

- NSZZ'* of the "Optex" Opoczno S.A. employees - 370 members, 

- NSZZ "Solidarnod" 
- 231 members. 

NSZZ = Indenendent Autonomous Worker's Union 

13 



"Optex - Opoczno" S.A. - Business Profile 

X. REAL ESTATE 

The value of the company's assets amounted to 209.034 million zl as at 30 September 1992, of which16 1,273 m zl are fixed assets. The company owns all buildings and other facilities utilized for the purposes
of its operations. Tables below present the list of real estate used by the company. 

Table 3. 

Type of real estate Area in [hal Location 

Land 
Plant site 13.7084 Opoczno, Kolberga 2 
Water intake site 0.3088 Opoczno. Kolberga 2 
The plant's own shop site 0.0961 Opoczno, Kopernika I 
The plant's housing estate 2.0412 Opoczno, Partyzant6w 38 

Table 4. 
Type of real estate Area in [in] Location Age in 

Lvrs.J 
Production buildings. 
Production building 32,967.4 Opoczno, Kolberga 2 19 
Boiler building 1,731.5 Opoczno, Kolberga 2 19 
Non-production buildings 

Office building 2,432.5 Opoczno. Kolberga 2 20 
Gate -house 655.0 Opoczno, Kolberga 2 20 

Technical store building 289.0 Opoczno. Kolberga 2 19 
Oils and lubricants store 253.7 Opoczno, Kolberga 2 19 
Lime store 169.0 Opoczno. Kolberga 2 19 
Gas cylinder store 31.7 Opoczno. Kolberga 2 19 
The plant's own shop 275.5 Opoczno. Kopernika IC 4 
Segmented steel umbrella roofs 822.0 Opoczno. Kolberga 2 19 
Culture house 1,455.1 Opoczno, Kolberga 2 17 

Hotel 1,257.0 Opoczno. Kolberga 8 
Apartment buildings 6,516.0 Opoczno, Partyzant6w 38 19 

Garages 57.3 Opoczno. Kolberga 2 22 
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XI. FINANCIAL DATA 

BALANCE SHEET AS AT 

ASSETS
 

FIXED ASSETSIntangible assetsTangible fixed assetsInvtbents 

CURRENT ASSETS 

Receinbles 
Inventoriescesh 

Ca h10 


TOTAL ASSETS 

TOA SES209.034 

CAPITAL AND LIABILITIES 

CAPITALFounding 

Company fundfund 

Share capital 


Resrvecapfal11Reserve capital 

Loss trom previous periods 


LONG TERM LIABILITIES 

CURRENT LIABILITIE 

NET INCOME/(LOSS) FOR THE PERIOD 

TOTAL CAPITAL AND LIABILITIES 

Nota 30.09.1992 

'Goo,0 zl6 

6 
7 

161,273 
12289 

31,962 
10,386 

5,283 

11 
11 

10 
11 

12 

1 

0 
0 

80000 

80.683 
(L5) 

16801 

27,920 

2920 

0 

31.12.1991 11.07.1991 
.000,00011z '000,000 zI 

114,461 118.537 
0 118 

24 

27.148 26,617
4.855 4,110 

810591,9 

-

148.411 15,.465 

0 00 0 
80000 80,0000 

35.449 
(469) 35.W 

12,833 12,536 

22,494 22841 

22.494. 

148,411 150.465 

31.12.1990 

'000,000 zI 

105,761 
0 
168 

105929 

18,561 
4.061 

3110 

25_.732 

131.661
 

75,8

3280 

7580 

760 

13,864 

13,8. 

L316 

15 
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INCOME STATEMENT FOR THE PERIOD 

Sales 

Nota 

1 

01.01-30.09 
1992 

'000.000 zi 

166,984 

12.07-31.12 
1991 

'000.000 z 

58.066 

01.01-11.07 
1991 (*)

'000,000 zi 

66,831 

01.01-31.12 
1990 

'000,000 zI 

S7,683 
Turnover ta 

Net sales 
(32.503) 

134,481 

(10,850) 

47,216 

(12,664) 

54,167 

L(1430) 

86.253 
Operating expenses
Change in inventories 

Other income 

2 (107,643) 
(299) 

(45,928) 
3,261 

(51.942) 
7,369 

(71,724) 
9.723 

Interest and similar income 
Interestand similar charges 
Operating income 

3 
4 
5 

1,077 
351 

(31M 

18,229 

588 
84 

4518 

709 

940 
143 

1 
7.496 

1,137 
0 
0 

25.389 
Unusual gains 
Unusual losses 

Net unusual gains/(losses) 

Income before taxes 

192 
(192 

(9 

17,285 

) 

32 
(497) 

244 

0 
(360) 

(36) 

7.136 

3,249 
(1.46) 

1,763 

27.152 
Income taxes 

Excess wages tax 

Income after taxes 

(6,915) 

0 

10,370 

(179) 

0 

65 

(2,861) 

(1,96 

3,079 

(11,026) 

(1,1) 

14.412 
Dividends paid to the State Treasury 

Payments on share capital made to the State Treasury 

0 

(3,600) 

0 

(1.600) 

(3,522) 

0 

(4,383) 

0 
Payment to the State Fund for theDisabled 

(775) (361) (26) 0 
Other tems 

0 0 1 
Net income/(Iosa) for the period 5-9.95 1896) 469) 8549 

() On 11 July, 1991 Zaklady Przemystu Weinianego "Opoczno" was transformed into a joint stock company, wholly owned by theState Treasury. 

US$ exchange rates as at: 
31.12.1990- USS = 9,500z1
11.07.1991 -1 US$ = 11,556 zi 
31.12.1991 - 1 US$ = 10,957zi 
30.09.1992.1 US$ = 13.839zt 

16 
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NOTES TO FINANCIAL STATEMENTS 

1) SALES 

Sales of finished products- domestic 
Sales of finished products - export
Services rendered - domestic 

2) OPERATING EXPENSES 
Depreciation 

Materials 

Energy 

External services 

Wages and salaries 

Social security 
rrfer to employees funds 

Other 


3) OTHER INCOME 
Retail sales 

Other sales 


4) INTEREST AND SIMILAR INCOME 
Interest 

Dividends received 

Other 


5) INTEREST AND SIMILAR CHARGES 
Loan interest 

Other 

01.01-30.09 
1992 

'000,000 zI 

161.942 
3,258 

166.984 

9,648 
52.099 

5,314 
3.321 

22,993 
9,982 
1,020 
326 

107,643 

741 
336 

1.077 

203 
1 

147 

351 

3,200 

6,538 

9,-8 

12.07-31.12 
1991 

'000,000 z 

54,836 
2,651 
5,789
5 


58aL6 

4,377 
20.280 
2,543 
1.763 

11,864 
4,104 

362 

45985.942 

506 
82 

588 

45 
32 

7 

84 

2,107 

2.405 

4.512 

01.01-11.07 01.01-31.12 
1991 1990 

'000,000 zI '000000 zI 

63,935 58,881 
2,447 36,212 
449 2.590 

66.81 9.8 

3.001 2.039 
27.192 35,451

2.799 4,184 
1.413 2,916 

11.794 16.048 
4.139 	 5,475 

411 207 
5,44
 

ZLM2 

811 802 
129 335 

901.137 

111 0 
2 0 

25 0 

143 0 

3.158 
 0 
23 0 

3.1810 
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"Optex - Opoczno" S.A. - Business Profile 

NOTES TO FINANCIAL STATEMENTS 

30.09.1992 
'000.000 zI 

31.12.1991 
'000.000 zl 

11.07.1991 
'000.000 zI 

31.12.1990 
'000.000 zI 

6) TANGIBLE FIXED ASSETS 

Net book value: 

Land 
Buildings and fixtures 
Technical equipment 
Transportation equipment 
Assets under construction 
Fixtures and fittings 
Other fixed assets 

3,283 
127,186 
28,607 

1,482 
35 

0 
357 

0 
92,206 
20,404 

660 
933 

0 
258 

0 
93,754 
23,026 

729 
727 

0 
301 

0 
95,227 
8,667 

618 
917 

0 
332 

161 .273 114461 11853 21076 
7) INVESTMENTS 

Shares in other companies 
Other investments 
Long term debt securities 

0 
0 
8 

0 
0 
9 

14 
0 

10 

15 
15 

0 

24 168 
8) INVENTORIES 

Materials 
Work in progress 
Finished goods 
Items held for resale 

10,103 
9,394 

11.451 
1,014 

5.434 
7,385 

13,758 
571 

8.141 
7,950 
9.901 

625 

7,334 
5,090 
5,649 

488 

3192 27.148 28.667 
9) RECEIVABLES 

Trade receivables
Amounts due from the State Treasury 
Prepayments in respect of assets under construction 
Deferred costs 
Prepayments in respect of inventories 
Other 

5.438
0 

2,830 
45 

679 
1.394 

3.114
657 

316 
0 

339 
429 

1.5651,460 

251 
257 
328 
249 

1,5578 

2.427 
0 
0 

69 

10.86 4.5 J0 4.061 

10) CASH 

Cash on hand 
Cash at bank 
Other 

657 
4,626 

0 

198 
1,739 

1 

448 
580 

31 

410 
2,466 

234 

81.938 1059 
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NOTES TO FINANCIAL STATEMENTS 

30.09.1992 31.12.1991 11.07.1991 31.12.19901000,000 zl '000,000 zi 'o-0.O00 zi '000,0OO zl 
11) CAPITAL 

Founding fund: 
Opening balance 
Revaluation of fixed assets 0 0 32,678 
Transfer to share capital (a) 0 0 (2,648 1,451

0 0 (2,540) 31,227 
Closing balance 

20 

Company fund: 
Opening balance 
Revaluation of fixed assets 0 
Transfer from net income 

0
0 75810 2,3260 

Depreciation of employees' homes 0 0 2,540 72,440 
Transfer to share capital (a) 0 0 7(026 1,039 
Transfer to reserve capita (a) 0 0 (127) (110)Other 0Oe 00 (49,862)0 (35557) 000 170 115 
Closing balance 

2 75.810 

Share capital: 
Opening balance 
Transfer from company fund (a)
Transfer from founding fund (a) 

80.000
0 
00 

80,00000,0,130 
00 301384986 

0 
00 

Closing balance 
8000 80,00 000 2 

Reserve capital: 
Opening balance 
Transfer from company fund (a)
Revaluation of fixed assets 
Depreciation of employees' homes 

35,449
0 

45.489 
4508(25 

35.557
0 
0 

018 

035,557 
0 
00 

0 
0 
00 

Closing balance 

(a) On 11 July, 1991 the company was transformed Into joint stock company, wholly owned by theState Treasury. 

12) CURRENT lIABILITIES 
Bank loans 
Trade payables 10.000 8,000 8,000 8.0005,629 10,052 10,608 2.259Employees' fundsAmounts due to the State Treasury 787 4726,068 2,291 160 2792,013 2,604Deferred incomeAmounts due to employees 48 124Other1,4588858 1,647 4581 51882 518O741 974 1274 153 

27,902294 2841 13,864(a) As at 30 September. 1992 the company had two loans comprising:(1)A revolving credit facility in the amount of 8 billion zt from the 'Powszechny Bank Gospodarczy" in .6d . Opoczno branch.The facility expires on 31 December, 1992 and is secured on the company's buildings and by way of a promissory note.The facility bears an annual rate of interest of 51%. 
(2)A loan for the purchase of a machine from the "Bank Rozwoju Eksportu' in t.6dc,in the amount of 2 billion zf.The loan is reoayable on 26 February, 1993 and is secured on certain of the company's machines and by way of aninsurance policy and a promissory note. The loan boears an annual rate of interest of 50%. 
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ANNEX
 

20
 



"Optex - Opoczno" S.A. -

APPENDIX I 

Machines and equipment 

,lachme andequipmet 

SCRAGG ttunrng maciine. 

SDA-2 type
 

BERLINER intuing macnine. 


S'rD 140 type 

BERLINER textunn macAMe. 

SID D 140 rype
 
BERLINER dounle-twsting 


twister. SDD-T 2"0
 
CL,,OS run winder. RCN QO 


type
 
ALLCOLOR crosswinder. 


K2JGFtNp 
MAJED crosswinder. RY23 

type
 
SAJIM winder. Bikomat type 

IIACOfA sectionalwsrning 


macnine.AS-s ,4 type

BENINGER sectional wirning 


machine. ZAS-2.00 type
SACM MAV JC-180r mer 

loom
 
SACM rpier rntess loon. 


MAV RPC 10 type
 
SACM rapier loom with 


jacquard macnine.MAV IC-180 type
 
SACM npier loom. SRPC.IgS 


type
 
PICANOL rapier loom. GTM 


type 
Watphangers, WOJ-393rpe 
Warphangers.WOI-393 type 
TEX'rTIA warp hangers. 

AWA 2type 
BRUCNER skein expander 
Yan pes 

KUSTERS continuous wasoer. 

24741 22001type 
HEMMER continuous wasner, 

HMS 200 type 

Business Protile 

Number oFunction 

2 

7 

I 

21 

I 

23 

z 

3 

I 

2 

2 

:24 

46 

I 

20 

6 

1 

S 

l 

I 

I 

I 

yamttunng 

yarn irtnng 

yarntetuing 

yamtwitting 

yam winding 

yatmwinding 

yact winding 

yarnwinding 

warping 

warping 

fabnc production 

fabnc production 

fabric pmdu;tuon 

fabnc production 

fabnc production 

warp storsge 
warp storage 

wtp twisung-in 

upansion of fahnc 
yan pressing 

fabnc wuhing 

fabnc wshing 

Age in 
nits[)s 

15 

19 

19 

19 

Is 

19 

10 

19 

19 

17 

19 

19 

19 

6 

1 

I 

Is 

12 

19 

19 

19 

15% 

Production CuiDctivutili zlion in the
 
penod I Jan. 30 Sept 92
 

68%
 

68%
 

68% 

05% 

100% 

10% 

90% 

43% 
bA! 

100% 

6n5%, 

30% 

71% 

65% 

37% 

82% 

95% 

70% 

95% 

21 
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"Optex - Opoczno" S.A. - Business Proiile 

APPENDIX I (CI) 

Machine andequipment 

Machines and equipment Number of 
unus Function Age in 

irn.I 
Production capacity utlization in theperiod I Jan - 30 Sept 92 

Dyeing machine 
- IERIKSEN model VII let80-2k.XL I Dyeing abne 

100% 
Dyeing machine 
- TL'BOSTAT T0/II I Dyeing yarms 19 50% 
Dyeing machine 
- model 6/20 I Dyeing yamns 1 60% 
Dyeini macnine 
- THIES model Jumbo let111/r6 4 Dyeing fabncs 0 g00 
Dyeing macnine 
-TMES model SoftSieedm 140/3 I Dyeing fabrics 6 95% 
Dyeing machine 
"liliESmodel TID 140/3 I Dyeing Lbncs I 95% 

Dyeing machine 
* ODEPMAIER model Turbosut 1 13/l Dyeing yarns 19 45% 
Yam dvter 
- OBER tAIER model ALTD 1400 I Drying yarns 19 50% 
Honzontal Drvr 
. FAMATEX 

I Drying fabncs 19 95% 
Fabc staoilizer 
- FAMATEX 

I Drying fabnc 19 95% 
Shnnkcr 
- DRABERT 

I Shrinking fabncs 19 0% 
Mangle 
- DECK 

I Caimidaing fabies 16 20% 
Coaung head 
- STORK 

I Coaing fabrics 
20% 

Tr'aisfir pnnter 
-LEAERE model HP-471 I Proung on fabrics I 0% 
Yam wett winder 
-HACOBA 

I Yarm spooling on selvages 19 100% 
Knittng machine 
. model DRA 4 Sleeve manufacturing 15 
Cloth looking machine 
-MAJED model DK.6 I Looking throughfabrics 19 80% 
Cloth looking machine 
-MAGG model CT40015 6 Looking throughfabrics 19 s0% 
Joint Piecea sewing mauiine 
. model 70 D303 

Joint pieces s ing macnine 

I Sewing fabncs 3 g0% 

- model 70 I Se"rng fabnc 3 25% 
Folding and measunng machine 

- ME5CIINER 

Folding and measuring fabrics 
19 50% 
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"Optex - Opoczno" S.A. - Business Profile 

APPENDIX 3 

Curriculum vitae of the member 

TOMASZ MAJDAN 

born: 4th of April 1942 

-

-

-

MIECZYSLAW LIGOCKI 
born: 16th of April, 1943 

1991 

1974 

1971 

1967 

-

1968 

ROBERT CECHERZ 1991 
born: 7th of June, 1945 

1972 

1970 

1970 


of the Board of Directors 

Chairman of the Board of Directors, the "Opoczno"
 
Wool Industry Plants
 

Head of the production deptment at the "Niedzielski" Wool 
Industry in LOd± 
Assistant director for 'echnical and production affairs at the 
"Welur" the Decorative Textile Plants in Kietrz 
The Technical University of L6di,
 
A hall foreman and then branch head 
 at the Zgierz Industrial 
Plants. 

1991 Member of the Board of Directors, the "Opoczno"
 
Wool Industry
 

1972 The "Opoczno" Wool Industry Plants 
 at the following 
posts in turn: 

- technologist, 
- senior technologist, 
- head of department,
 
- assistant department manager,
 
- head of department and assistant director for economic
 

and commercial affairs 

Technical University in L~d. 

Member of the Board of Directors, the "Opoczno" Wool
 
Industry Plants
 

The "Opoczno" Wool Industry Plants at the following posts in
 
turn:
 

senior technologist. 

head of department. 
- assistant director for production affairs 

The "Odra" Oder River Linen Industry Plants in Nowa S61 at the 
following posts in turn: 

foreman. 
shift chief and production department manager 

Technical University in L6di. 
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DOBIESLAW KACZUBA 

born: 12th of October. 1956 

1991 Member of the Board of Directors, 
"Opoczno" Wool Industry Plant 

the 

1982 

-

The "Opoczno" Wool Industry Plants at the following 
posts in turn: 

independent employee, 
specialist, 
manager of the planning and analysis department. 
manager of the finance and accounting department, 
Chief Accountant. 
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MANAGEMENT AGREEMENT 
FOR

PRIVATIZATION THROUGH RESTRUCTURING 

[DRAFT 1.12.92 VERSION FOR JOINT STOCK COMPANIES] 

PART I
 

AGREEMENT OF THE PARTIES
 

THIS AGREEMENT is made by and between:
 

The Office 
 of the Polish Minister for Ownership Transformations 

(the "Ministry of Privatization" or "MOP"),
 

[Name of Management Group Company]
 

(the "Management Group" or "MG"), and 

The Supervisory Board ("Rada Nadzorcza") 
of the [Name of Polish Company] 

(the "Supervisors"), executed below on this day of 199. 

MOP, MG and Supervisors are son eti-,- jointly or individually referred to as "Parties" or the "Party". [Name of company! is,ometimes referred to as "the Company" or 
"Company". 

The undersigned individuals declare that they duly authorizedare to represent theirrespective Parties, as evidenced by the certifications attached here, and that they wish toexecute the following agreement concerning the management and restructuring of theCompany (the "Agreement") in the names of and on behalf of the Parties represented
by them: 
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Section 1 

Background and Purpose 

THE PARTIES declare that: 

1.1 Former State Enterprise. 'Name of enterprise] formerly was a state enterprise 
managed by the Ministry of 

1.2 Commercialization. The former state enterprise was commercialized and organized
as a company under the Polish Commercial Code, with all shares of the Company owned 
by the State Treasury; 

1.3 Privatization. The Parties wish to complete the privatization of the Company by
restructuring its activities and transferring a majority of its shares to private owners; 

1.4 Restructuring and Management. The purpose of this agreement is to provide a plan
for restructuring, to engage the Management Group to complete the restructuring, andto engage the Management Group to complete the sale of shares in the Company to
private owners, in accordance with the State Enterprises' Privatization Act (the
"Privatization Act"). 

Section 2
 
Engagement of the Management Group
 

2.1 Engagement. MOP hereby engages MG to manage the operations of the Company
and complete the sale of shares of the Company, according to the plan for restructuring
the Company attached here as Exhibit - (the "Restructuring Plan"). MG accepts this 
engagement from MOP. 

2.2 Term. This Agreement shall have a term of two (2) years beginning the _ day
of , 199 (the "Start Date"), and terminating on the day of 
199 (the "End Date"). 

2.3 Manaaement Fee. In consideration of the management services to be performed by
MG, MOP agrees to pay to MG a fee (the "Management Fee") according to the
 
following schedule:
 

First year of Agreement: annual total zi
Second year of Agreement: annual total zi 

2.4 Fee Payment Schedule. Payment of the Management Fee shall be made in four (4)
equal instalments, to be paid on the last day of the month of each calendar quarter. 

2.5 Profit Participation. I consideration of the restructuring to be performed by MG.Supervisors agree to pay to MG ____% ( - _ percent) of the Company's
annual net profit (the "Profit Participation"), to be paid not later than thirty (30) days
following the completion of the Company's annual audit. 



2.6 Calculation of Net Profits. Net profits for purpose of calculating the Profit
Participatiun means the earnings of Company net of all expenses, including but notlimited to operating expenses, interest and taxes, as determined in the Company's annual 
balance sheet after audit. 

Section 3
 
Stock Participation Right
 

3.1 Stock Participation Right. MOP sells and hereby assign to MG a right to receive
certain Company shares upon termination of this Agreement (the "Stock Participation
Right"). MG accepts such sale and assignment. 

3.2 Payment of Financial Deposit. The purchase price of the Stock Participation Right
shall be the amount of - - zloty (in
words: ) (the "Financial Deposit"). 

3.3 Calculation of the Financial Deposit. The Parties agree that the Financial Deposit
is equal to %of the total value of the Company as of the Start Date (the total value
hereafter "Initial Company Value"). The Parties further agree that the Financial Deposit
shall be paid into the Company during the term of this Agreement, for the purpose of
working capital to achieve the restructuring contemplated here. 

3.4 Payment of Deposit. The Financial Deposit shall be paid not later than ten (10)working days from the Start Date to the account of the Company at _ _ Bank. 

3.5 Calculation of Stock Participation Right. The number of shares to be received by
MG under the Stock Participation Right shall be determined according to the following: 

__% ( percent) of the total number of Company shares
[outstanding] as of the End Date or earlier date of termination of this Agreement. 

3.6 Receipt of Shares. MG shall receive shares due under the Stock Participation Right
within thirty (30) days following the End Date or earlier date of termination of this 
Agreement. 
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PART II
 
RESTRUCTURING THE COMPANY
 

Section 4
 
Company Articles
 

4.1 Company Articles. MOP agrees to adopt those amendments to the Company's
articles in the attached Schedule 

[This provision is to allow the MG to suggest changes during negotiation, and to reservea place for those changes to be put into the management contract. To be valid under
Polish statutes, company articles must be registered in the commercial register and 
adopted by resolution of the shareholders. (Art. 431)] 

Section 5 
Supervisorv Board 

5.1 Supervisory Board. MOP agrees to adopt the following amendment to the 
Company's articles: 

The Supervisory Board shall consist of six (6) membeis, two (2) of whom shall beelected by the Company's employees, and four (4) of whom shall be elected by
the Ministry. 

5.2 Election. MOP agrees to elect two (2) members of the Supervisory Board from a listof candidates proposed by MG within thirty (30) days following the Start Date. MG shall 
propose a list of at least four (4) candidates. 

Section 6
 
Board of Directors
 

6.1 Board of Directors. MOP, with the understanding and consent of Supervisors. herebyappoints to the board of directors ("Zarzad") of the Company those persons identified 
in the attached Schedule . MOP agrees to appoint or remove other members of the
 
board of directors only with prior written approval of MG.
 

Section 7
 
Restructuring Plan
 

7.1 Restructuring Plan. MG agrees to restructure the operations of the Company
according to the plan attached here as Schedule and incorporated by reference into
this Agreement (the "Restructuring Plan"). 

7.2 QuarterlyMeetings. MG agrees to meet with Supervisors not less than once eachcalendar quarter during the term of this Agreement in order to review progress with theRestructuring Plan. Supervisors may suggest improvements, but shall have no authority
to make any change to the Restructuring Plan. 
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7.3 Changes. MG agrees to change the Restructuring Plan only with written approval 
from MOP. 

Section 8
 
Supervision and Daily Management
 

8.1 Supervision. Supervisors hereby delegate to MG the authority to supervise the
restructuring, including but not limited to: permanent supervision over the activity of the 
Company in all branches of the enterprise; examination of the balance sheet and the 
profit and loss account in respect of both their compatibility with the books and
documents and the actual state of affairs, and; examination of the report of the board 
of directors. 

8.2 Inspections. Supervisors hereby delegate to MG the authority to: inspect every field
of the company's activity; require the board of directors and the Company's employees
to present reports and provide explanations; make inspections of the assets and examine 
books and documents. 

8.3 Directors. Supervisors hereby delegate to MG the authority to suspend, for important 
reasons, individual or all members of the board of directors in their functions and to
assign employees of the MG to perform temporarily the duties of members of the board 
of directors. 

8.4 Emp_ .;.( MOP hereby delegatLs to MG the authority to hire, suspend and fire
employeu.s of ti'Le Company. MG understands and agrees to abide by the provisions of 
employment corntracts of the Company, and all applicable Polish labour laws. 

8.5 Subsidiaries and Joint Agreements. MG agrees to obtain prior written approval from 
Supervisors to form subsidiary companies, enter into joint ventures with foreign
controlled companies, or enter into joint ventures if the value of the Company's capital 
contributions would exceed zlotys. 

8.6 Other Authority from Supervisors. Supervisors hereby grant to MG all other
authority reasonably required to restructure the Company according to the Restructuring
 
Plan.
 

8.7 Privatization Authority. MOP hereby grants to MG all authority reasonably required
to restructure the Company according to the Restructuring Plan, and to negotiate for the 
sale of Company shares. MG agrees to obtain prior written approval of MOP for the 
following: 

8.7.1 Transfer of Company Assets. The sale. lease or other transfer of the Company's 
assets, and: 

8.7.2 Long Term Contracts. Agreements to purchase supplies for the Company of more
than two (2) years, and agreements to make sales from the Company of a value 
exceeding _ zlotys. 
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Section 9 
Labour Relations 

9.1 Labour Relations. MOP understands and agree to be liable for obligations resulting
from employment relations which resulted prior to transformation of the previously 
existing state enterprise into the Company. 

6
 



PART III
 
PRIVATIZATION OF THE COMPANY
 

Section 10
 
Ri2ht to Purchase Shares
 

10.1 First Right to Purchase Shares. MOP hereby sells and assigns to MG a first right
to purchase shares of the Company from the State Treasury, in consideration for the
services to be provided here. MG accepts such sale and assignment. 

10.2 Exercise of Purchase Right. MOP agrees to immediately inform MG of any offers
received to purchase shares of the Company from any party. Within thirty (30) days of
receipt of such notice, MG may exercise its right by offering in writing to purchase shares
for at least an equal value. Equal value means the number of shares factored by the 
price per share. 

10.3 MOP Reply. MOP shall either accept or reject the offer from MG within thirty (30)
days. Rejection of the offer shall be accompanied by a written explanation, including 
reasons for rejection, together with an estimate by MOP of the then current value of the 
Company. 

10.4 Sale of Shares. MOP shall not accept any offer of lesser value than the offer of the
MG. If MG fails to submit an offer, or makes an offer of lessor value, then MOP may
at its option sell shares to the first party offering to purchase shares. If MOP accepts the
offer from MG, the sale of shares shall be completed within thirty (30) days of 
acceptance. 

Section 11
 
Reauest to Conduct an Offering of Shares
 

11.1 Request for Offering of Shares. At any time MG may request that shares of the 
Company be made available to other parties, including the public, employees or other
prospective investors (an "Offering"). A request for an Offering shall be made in writing
 
to the MOP.
 

11.2 Specifications. Each request for an Offering shall specify whether fresh shares are 
to be registered, the proposed price for the shares, and the proposed method for sale. 

11.3 Required Reply. The MOP shall grant the request within thirty (30) days, unless the 
MOP shows written cause for denial of the request for an Offering. 

11.4 Failure to Reply. Failure to respond to the request for an Offering within the above
time shall be taken as constructive approval of the request. MOP agrees that its
approval of a request for an Offering shall serve as a resolution of the general meeting
of the shareholders pursuant to the Polish Commercial Code, Art. 432, Sec. I et seq. 
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Section 12
 
Offering of Shares
 

12.1 Offering of Shares. MG shall conduct an Offering only after receipt of approval
(either express or constructive) from the MOP. MG shall offer shares in the Company
owned by the State Treasury for sale in any of the following methods: 

(a) by tender; 
(b) 	 by an offer for sale advertised in , :blic;


'
(c) as a result of negotiations enteret ato through public invitation, or;
(d) by any combination of the above. 

12.2 Offering Memorandum. MG shall prepare an offering memorandum for use by
prospective purchasers of shares. The offering memorandum shall include a completeexplanation of the number of shares to he transferred other than by sale, including those
shares to be offered to Employees, ar.1 paid to MG and Supervisors under Sections 
and below. 

12.3 Ministry Disclaimer of Liability for Offering. Documents describing the Offering,
including advertisements, announcements and the offering memorandum shall include the 
following notation: 

'The Ministry of Privatization is not responsible for the accuracy or completeness
of the information in this memorandum. Prospective investors are encouraged to
make their own investigation of the information presented here." 

12.4 Application of Polish Securities Law. MG agrees to meet the requirements 	of the
Securities Act when conducting all Offerings. 

Section 13
 
Approval of Sales
 

13.1 Ministry Approval. MOP reserves the right to accept or reject any proposed sale
 
of shares in any Offering.
 

Section 14
 
Reservation of Shares for Employees
 

14.1 Employees' Right to Shares. MG understands and agrees that Employees of theCompany have a vested right to purchase, on preferential terms, up to twenty percent
(20%) of the total number of the Company's shares owned by the State Treasury. MG
further understands and agrees that the employees may purchase additional shares of the 
Company offered to the public. :n general principles. 



14.2 Reservation of Shares for Employees. MG shall make available shares to be offered 
to Employees at the same time as an Offering. For each Offering, MG shall reserve a 
number of shares for sale to the Employees equal to twenty percent (20%) of the total 
shares then owned by the Polish State Treasury. 
14.3 Price of Shares to Employees. The price of shares offered to the Emplcyees shall 
be set at fifty percent (50%) of the sales price of the shares actually sold in the Offering. 

14.4 Purchase of Shares by EmpLyvees. Employees may, at their option. chose to 
purchase any number of those shares -ffered to them on preferential terms, up to the 
full 20% of the shares owned by the Polish State Treasury at the start of the Offering. 
Any shares not purchased by the Employees may be sold to other parties, in accordance 
with the Polish Privatization Act, Art. 24. 
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PART IV
 

COMPLETION OF AGREEMENT
 
AND
 

PAYMENT OF COMMISSIONS
 

Section 15
 
Completion of Restructuring
 

15.1 Transfer of A Majority of Shares. Upon transfer of fifty-one percent (51%) or more 
of Company shares to Private Owners MG may, at its sole discretion, terminate of this 
Agreement. In any event this Agreement shall terminate upon transfer of one hundred 
percent (100%) of Company shares to Private Owners. 

15.2 Calculation of Share Transfers. For purposes of this Part, transfers includes ,:ales 
and transfers other than at sale, including but not limited to preferential sales to 
Employees, transfers of shares due to MG and Supervisors as commissions on sales, and 
transfers due to MG under the Stock Participation Right. 

Section 16
 
Completion of Privatization
 

16.1 Completion Offering. Unless this Agreement has been earlier terminated or 
extended, MG shall conduct an Offering not later than thirty (30) days prior to the 
Expiration Date of this Agreement. 

16.2 Agreement to Sale. MOP expressly accepts and agrees to the sales of shares under 
this Section if the Offering is conducted as a public tender. 

16.3 Remaining Shares of the State Treasury. Any shares remaining in the State 
Treasury after the above Offering, or upon termination of this Agreement, will be the 
responsibility of the State Treasury, and MG will have no obligation to complete the sale 
of those remaining shares. 
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Section 17
 
Commission for Sale of Majority of Shares
 

17.1 Management Group Commission. MOP agrees to pay MG a commission for the
sale of company shares. The commission shall be equal to 70% of the "Real Capital
Gain" in the value of the shares sold, as defined below. 

17.2 Calculation of Real Capital Gain. The Real Capital Gain shall be determined as: 

(a 	 the value of the shares sold at the time of sale; less 

(b) 	 the initial value of the shares sold (determined by their relative portion of 
the Initial Company Value); plus 

(c) 	 a partial adjustment for inflation. The partial adjustment for inflation shall 
be determined as equal to 80% of: 

(i) 	 the initial value of the shares sold: factored by 

(ii) 	 the difference between the monthly inflation index (published by
j as of the Start date and the amount of that index as of 

the sale date; divided by one hundred (109). 

17.3 Sale of Shares. Sale of Company shares for the meaning of this section shall not
include transfer of shares for payment of commissions under this Section, or transfer of 
shares under the Stock Participation Right in Section . 

17.4 Due Date. The commission shall be due only upon the transfer of at least fifty-one
percent (51%) of the shares of the 	Company. The meaning of transfers for this 
Subsection shall be the same as in Section 15.2 above. 

17.5 Form of Payment. The commission shall be payable in the form of Company shares
having a market value equal to the amount of the commission, payable on the End Date 
or earlier date of terminatiun. 
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Section 18 
Supervisors and Employees Commission 

18.1 Commission. MOP agrees to pay Supervisors and Employees a commission for the 
sale of Company shares. The commission shall be equal to thirty percent (30%) of the 
Real Capital Gain, as determined in Section 17.2 above. 

18.2 Sale of Shares. Sale of Company shares for the meaning of this section shall 
include, but not be limited to, sales to the public, sales to private investors, preferential 
sales to Employees, as well as sales to MG. Sale of Company shares does not mean 
transfer of shares to MG, Supervisors or Employees for payment of commissions, or the 
Stock Participation Right. 

18.3 Due Date. The commission shall be calculated and due only upon the transfer of 
at least fifty-one (51%) of the shares of the Company. The meaning of transfers for this 
subsection shall be the same as for Section 15.2 above. 

18.4 Form of Payment. The commission shall be payable in the form of Company shares 
having a market value equal to the amount of the commission. 

18.5 Division of Commission with Employees. MOP, at their discretion, shall divide the 
commission with individual Employees, but in no event shall the commission of 
Supervisors exceed ten percent (10%) of the Real Capital Gain, as determined in Section 
17. 
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PART V 
DEFAULT AND EARLY TERMINATION 

Section 19 
Default 

19.1 Declaration c. Default by Management Group. MG shall have the right to declare
MOP in default of this Agreement if one of the following occurs: 

19.1.1 Failure to Perform. MOP or Supervisors fail to perform any of their obligations
under this Agreement in a manner that causes MG to be unable to perform its
obligations under this Agreement within a period of months; 

19.1.2 False Information. The information provided about the Company by MOP orSupervisors proves to be false to such an extent that the Restructuring Plan is materially
disrupted, or the market price of Company shares is reduced. 

19.2 Declaration of Default by the Ministry. MOP shall have the right to declare MG
in default of this Agreement if: 

19.2.1 Failure to Perform. MG fails to perform any of its obligations under this 
Agreement; 

19.2.2 Failure to Use Best Efforts. MG fails to use its best efforts to achieve the 
purposes of this Agreement. 

Section 20 
Early Termination 

20.1 Early Termination. The Party declaring a default shall immediately notify the other
Parties of the default. Thirty (30) days after that notice, the Party declaring the default 
may terminate this Agreement if the default is continuing, or seek compensation for
damages through the arbitration proceedings required under section 26 point 26.6. 

20.2 Force Maeure. No Party shall be held responsible if the fulfilment of thisAgreement is delayed or prevented by any cause outside the control of the Party whoseperformance is impaired, and which the impaired Party is unable to prevent by exercising
reasonable diligence. Such causes include but are not limited to revolutions or other
disorders, wars, acts of enemies, tires, floods and acts of God. Strikes shall not be 
included as such a cause. 
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Section 21
 
Financial Deposit
 

21.1 Return of Financial Deposit. If this Agreement is terminated bv the ManagementGroup, MOP shall immediately return the Financial Deposit, together with interestthereon calculated at the rate of _% compounded annually over the period from theStart Date to the date of termination. 

21.2 Loss of Financial Deposit. If this Agreement is terminated by the Ministry ofPrivatization, MG shall forfeit the Financial Deposit, the right to receipt of any furtherProfit Participation and the Stock Participation Right. 

Section 22
 
Asset StrIifl2
 

22.1 Asset dtRping. The Parties agree that the fees and commissions to be paid to MGunder this Agreement were determined on the joint expectation and assumption that MGwill manage and restructure the Company according to the Restructuring Plan inSchedule __ and only for the purposes contained in that plan. MG agrees to notcommit any act relating to the Company's property which would constitute a case ofAsset Stripping (as defined below), and MG agrees to forfeit the Financial Deposit if theabove joint expectation and assumption of the Parties shall not **come true** for any
reason.
22.2 Definition. Asset Stripping within the meaning of this Section shall be: 

(a) the sale, lease, granting of use to any other party, disposal or cessation ofutilization of the Company's property not [provided] contemplated within the
Restructuring Plan; 

(b) the sale or transfer by the MG of its Profit Participation, or its rights tomanage or restructure the Company or any part of the Company, to any thirdparty not affiliated to MG for the purpose of carrying out the Restructuring Plan; 
or 

(c) any other transaction having essentially the same economic result of (a) or (b). 
22.3 Contractual Penalty. MG agrees to notify MOP in writing of an occurrence of AssetStripping and to fully inform MOP of all relevant facts and details. MG's failure to doso shall cause a contractual penalty of z1 which shall be in additionto loss of the Financial Deposit. 
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PART VI
WARRANTIES AND REPRESENTATIONS 

Section 23
 
Ministry of Privatization
 

Representations and Warranties
 
23.1 Ministry of Privatization. MOP represents and warrants as of the Start Date of this
Agreement: 

23.1.1 Existence of Company. Company exists with legal effect and [is not subject to anybankruptcy proceedings] [MOP has not been officially notified or otherwise been madeaware of bankruptcy proceedings against the Company]. 

23.1.2 Legal Ownership of Shares. The Polish State Treasury is the legal owner of andhas good title to 100% of the shares in the Company and those shares are not subjectto any pledge, lien, assignment as a security, option, right of usufruct or restrictions undera bankruptcy proceeding or similar proceeding. 

23.1.3 Environmental Liability. MOP accepts and agrees to hold harmless MG for anydamages arising out of environmental pollution related to activities or assets of theCompany and its predecessor Polish State enterprise prior to the Effective Date. 
23.1.4 Restitution. 
arising out 

MOP accepts and agrees to hold harmless MG for any damagesof a claim for restitution by previous owners of the Company's shares orassets. MG shall not be liable for any claim of restitution, unless that claim was knownto MG prior to the Start Date of this Agreement. 

23.1.5 Exclusive Representations andWarranties. It is understood and agreed by theParties that MOP's representations and warranties are strictly limited to the explicitrepresentations and warranties contained in this Agreement and that any and all legal orimplied representations and warranties are expressly excluded. MOP shall not be liablefor any other representations or warranties with respect to the Supervisors, shares of theCompany, assets of the Company, the size of the Company's real property, state of repairor defects of buildings or equipment belonging to the Company, or any disadvantageousenvironmental conditions of the soil, buildings, waters, the ground water, air or naturebelonging to or adjacent to the Company's real property, with regard to legal relationsof the Company or any other circumstance related to the Company. 
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Section 24
 
Supervisors Representations and Warranties
 

24.1 Board of Supervisors. Supervisors represent and warrant as of the Start Date of this 
Agreement: 

24.1.1 Assets of the Company. The Company is legal owner and has good t':le to the 
Company's real property, equipment and other assets as disclosed in the [Company
profile] and the Company's real property is not subject to any security interest or other 
mortgage; 

24.1.2 Outstanding Contracts. Except for the agreements listed on Schedule .. , 
Supervisors have not concluded any contracts concerning the transfer of title to any part
of the Company's real property. MG shall be obliged to induce Supervisors to fulfil the 
agreements listed on Schedule --. 

Section 25
 
Management Group Representations and Warranties
 

25.1 Management Group. MG represents and warrants as of the Start Date of this 
Agreement: 

25.1.1 Company Existence. The Management Group is a company 
registered in the commercial register maintained by the Commercial Court for 

, under evidentiary number . A current copy of its statute and 
excerpt from the commercia! register has been delivered previously to the MOP. 

25.1.2 Due Diligence Review MG has made a diligent investigation of the Company,
including a visit to the Company's assets, and a diligent review of information about the 
Company provided by the other Parties. MG has entered into this Agreement in reliance 
upon its own diligent review, and not in reliance upon the accuracy or completeness of 
information provided by the other Parties. MG agrees that its only remedy for receipt
of false information from the other Parties is termination provided under Section 20. 
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PART VII
 
MISCELLANEOUS AND FINAL PROVISIONS
 

Section 26
 
Final Provisions
 

26.1 Economic and Financial Analysis. Execution of this Agreement shall meet the 
requirements of economic and financial analysis of the Company's enterprise according 
to the Polish Privatization Act, Arts. 20 and 21. 

26.2 Extension. At any time the Parties may agree to extend the term of this Agreement, 
for an additional term of not more than two (2) years. An extension shall only be in 
writing. 

26.3 Entire Agreement. This Agreement and all attachments, exhibits, schedules, 
appendixes and annexes, if applicable, contain the entire agreement of the Parties with 
respect to the transactions contemplated here, and supersede all prior understandings
and agreements of the parties with respect to the subject matter of this Agreement.
Changes and amendments to this Agreement, and in particular to this subsection, shall 
be invalid unless made in writing, except in so far as stricter requirements are mandatory 
under Polish law, in which case such stricter requirements must be satisfied. 

26.4 Headings. The descriptive headings in this Agreement are inserted for the 
convenience of the Parties only and do not constitute part of the Agreement. 

26.5 Severability. In the event that any of the provisions of this Agreement is or becomes 
invalid or impracticable, the validity of the other provisions of this Agreement shall not 
be affected by the invalid or impracticable provision. In such case, the invalid or 
impracticable provision shall be deemed replaced by an interpretation which comes as 
close as possible to the economic effect of the invalid or impracticable provision. 

26.6 Arbitration. The Parties agree to use their best efforts to resolve any disagreement 
or dispute through discussion and mutual agreement. Any controversy or claim arising 
out of or relating to this Agreement, or the breach of this Agreement, shall be settled by
arbitration in accordance with the Arbitration Regulations of the Court of Arbitration at 
the Polish Chamber of Economics in Warsaw, and judgement upon the award rendered 
by the Arbitration Court may be entered in any court having jurisdiction. 

26.7 Governing Law, Venue. This Agreement shall be governed by and construed in 
accordance with the laws of the Republic of Poland. 

26.8 Costs, Fees, Taxes. All costs, fees, taxes arising from the conclusion and 
performance of the Agreement, in particular without limitation, notarial fees, register
fees, real property transfer taxes. shall be born by Management Group. Any party shall 
bear the costs of its legal or other consultants. 
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AGREED AND ACCEPTED this day of 

Privatization Ministry
 
Name:
 
Title:
 

Supervisory Board
 
Name:
 
Title:
 

Management Group
 
Name:
 
Title:
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