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A. PREVIOUS REPORT UPDATE

During the repotted period FLAG LD has continued its assistance 1o privale Bulgarian enterprises throu
providing a series of in-country training offerings on financial management and business Jdeseiopment Wpics. is
well as finance facilitation and business planning consulting services.
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FLAGTUD has continued 1o provide technical assistance. consulting and training for the development as well as
enhancement of small. locally owned and operated hotels, bed and breakfasts. and other sen ices that make wurism
work in not-vet-developed and non-traditionai tourist areas of the country. Assislance is targeted at the develorment
of a competitive industry cluster at the regional and city level with the aim to increase the potential or expers, "ofs
generation and finance facilitation beyond the mass market beach Jdestinations.

B. MAJOR IMPLEMENTATION ACCOMPLISHMENTS
TRAINING

Corporate Finance Part 1120 May - 10 July

This FLAG UD course is the last in a long-term distance training program in Financial Management. This course is
an extension of Corporate Finance Part 1. Major opics covered capiial budgeting technigues such as net present
value and internal rate of return, estimation of cost of capital and its application in capital budgeting. impicatons of
financial leverage and capital structure policy. overview of puts, calls. and hedging and speculating with options.
The objective of the course was to teach pariicipants how to estimate future cash flows and take a decision between
alternative investment projects, how to determine the optimal capital structure given different financial risk
applications. and also o discus the interaction between schedules of investment opportunities cune and margirai
cost of capital. The instructor was Tsvetan Kintisheff and participants came from 1 representatives of Buigarian
export-oriented companies in the following industry sectors: food and beverages. business consuiling, cosmetivs,
financial services, apparet and textile. tourism. [T and communications. Evaluations showed that ail participants are
very satisfled with the course and the training met their needs and expectations. The trainer was evaluated very high
at 4.67, based on scaje 5 - excetlent. 1 — poor.

Investment Projects Analysis and Evaluation, 3-4 July

FLAG/UD organized a course focusing on capital budgeting 100ls and technigues :cash flows. capitai budgeting
methodology, investment alternatives. and risk). The course conient represented a balance betweesn theor: and
practice, useful methodology and large number of case studies and exercises. Trainer was Dr. Rumen Brusarsky, 2
local expert and university lecturer in the field. The course was attended by 8 participants representing 8 companies
in the following industries: iT and Software development, business consuiting. financial senices. pharmaceuticais.
and beverages. Trainer was evaiuated at an a\erage rale of 3.47. Exit evaluations showed that 80%0 of participanis
are verv satisfied and 80% stated that the course met their needs and expectations.

Effective Sales Skills, 5-6 July

FLAG/UD conducted a seminar in Effective Sales Skills, designed o help sales and marketing teams in acquiring
usetul skills for examining strengths and weaknesses, improving interpersonal and commurucation skills m Jeaiing
with customers. reviewing the best practices and techniques for customer needs assessment anaivsis. ieaming how 0
approach and attract customers. and reviewing innovative problem-solving approaches. Trainer was Yasof
vankulov. local instructor. assistant professor in the Depaniment of Trade at the UNWE-Sofia. 20 parucipants from
a Bulgarian export-oriented company in light manufacturing took part in the training. The participants’ exit
evaluations were very positive. 85% of the participants reported that the seminar was very usefui for them, 33%s sad
that the training met their expectations. Participants also & atuated the wrainer at an average grade of 4 60 :based an
scale 3 - excelient, | - poor).



Value Based Management, 7 July

FLAGUD delivered a course on Value Based Management- a totally new topic for Bulgaria that introduces 3 new
concept for managing company financial and accounting operations. Trainer was Violeta Kasarcva. PhD n Finance.
Major topics included: Introduction w Value Based Management (VBMY Accounting Approach vs. Value Bas
Approach — Accounting and Financial Models. Accounting and Economic Profit; How 5o Measure the Value of th
Company: Managing the Vaiue of the Company - Keyv Factors of Value and Business Financial Raties: Key
Equations to Define the Value of the Company and Analyse the Financial Ratios: Basic Ratios for Measuring the
Growth Rate of Company’s Value. Participants were 28 representatives from the cosmetics ndustry. Evajuatior
were very positive. showing that 95% of trainees were very satisfied with the course and 95% of them reported that
the training met their needs and expectations. The trainer received an average evzluation of 443 rhased on T -
excellent and 1 - poor).
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Business Valuation, 11 July

UDFLAG conducted a seminar in Business Valuation in Sotia for 9 participants from T Buigarian companies. The
companies represented were from the following clusters: food and beverages. financial semvices. business
consulting, software development. IT solutions. light manufacturing. The trainer was Violeta Kasarova. PhD in
Finance. Participants’ evaluations showed that 70% of them found the semmar ver useful and 90% said that the
training met their expectations. Participants also rated the traner at an average grade of 4.30 :based on scate 5 -
excellent. 1 — poor). The aim of the training was to review the best practices, tools and technigues used &n :
\ aluations. This seminar focused on business valuation theory. principles. tools and standards: the thre :
10 valuation — cost approach. income approach and market approach: and application in value based management.

Winning Business Negotiations, 17-18 July

FLAGUD organized a seminar on Business Negotiations in Sofia for 9 representatives of 7 Buigarian export-
oriented companies. The trainer was local consuitant Ivatlo Frantz. The companies were from the foilowing clusiers:
export machine engineering, health sector. building and construction. business consulting. 1T and software
development. The seminar participants’ exit e aluations showed that 100% of them found that the course was vern
useful, and all participants said that the training met their expectations. Participants also evaluated the rainer cbased
on scale 5 — excellent. 1 — poor) as tollows: [vaile Frantz - 4.83, Seminar topics included: introduction w0 busines
negotiations, who takes part in negoliations. preparing t0 negotiate. negotiation process and phases. effectine
negotiation strategies, taciics and iechnigues. team negotiations.
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Forfeiting and Modern Trade Finance Schemes, 25 July

FLAG/UD organized a training course in modern financial schemes and operations. Trainer was Dr. Borisin
Naidenov. This course is designed for professionals in banks. non-bank financial institutions. commerviai entities,
jawvers in financial and commercial law. and experts in trade finance. specific finance operations. and \venture
capitai specialists. Topics included: characteristics of a forfeiting operation and other trade finance schemes.
different types of forfeiting; legal aspects of forfeiting; taxation: collaterals: securitization of receirables under
forfeiting contracts {promissory noies. bill of exchange. check. warehouse receipth npes of forfeiting Jeais: credit
10 suppliers and buyers: international forteiting contracts and other trade finance instruments; insurance of forfeiting
operations. Participants were 12 representatives of companies in the cosmetics sector, Evaluations from the course
were very positive with 75% of participants reporting they were very satisfied with this course and it me: their nead
and expectations. The trainer received an average evaluation of 430 with 5 being highest.

Sales Skills: Business Meetings and Negotiations {Handling Objections). 6-~ September

LD'FLAG held a specific skills training course in Saies: Business Meeting and Negotiations 1 Handiing Objections..
The course focuses on special skills needed for successfully negetiating a deal and handling clients’ obiections. 14
participants attended the training trom media and advertising, [T and communications industries. Trainer was the
iocal consultant Ivailo Frantz. Participant evaluations were extremely posilive with all of them reporting high
satisfaction with the training and 92% saying it totaily met their needs and expectations. The trainer, [vaiio Franiz

was evaluated at an average of 4.82 with 3 being highest grade.

Sales Skills: Telesales and Communication Skills. 13-14 September

As 3 result from the successfully heid training on 6-7 September. the same larget audience requested training in
Telesales and Communication Skills. UD FLAG held this course on 13-14 September with trainer haiio Frantz and
14 participants from media and advertising, IT and communications industries. The evaluations show that $2%a of
participants found the course very useful also saving it met their needs and expectations. The irainer received an
average evaluation of 4.38 for this course (based on scale 3 —excellent. 1 - poory.



Competitive Intelligence, 17 September

FLAGUD organized a seminar in Competitive Intelligence in Sofia for 12 representaiites of & Buigarian expornt-
oriented companies. The instructors for the seminar were local consultants Viktor Maney and Alenander Pazdersin,
The companies were from the following clusters: {T and communications. busingss consuiting, fnancia: senies,
logistics, food and beverages, construction. The seminar participanis’ exil evaiuations showed that 90, o7 them
found that the seminars were very useful. and the same percentage said that the training mel their expedialions.
Participants aiso evaluated the trainers (based on scale 3 - excellens. 1 - poor as foilows: Vikior Maney - 446,
Alexander Pazderski — 4.37. The seminar explores Competitive Intelligence as a s sternatic and ethical program for
gathering and analvzing information about competitors’ activities and general business trends @ further company s
gozls. This one-day course aimed to introduce trainees to the CI fundamentals, toals and technigues and he basivs
of their practical implementation. The following topics were co ered at the seminar: C1 Fundamentals. Tasks of CL
The Axioms of CI, The Inteliigence Cycle. Intelligence Tools & Technigues. Cl Inform
Recommendations for information gathering.
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Financial Statements Analysis, 18-19 September

In response ta the high demand for financial and accounting specific training based on [AS, FLAGUD neid a
seminar in Financial Statements Analvsis with the local expert Violeta Kasarosa. PhD in Economics. The waining
was held in Sofia and attended by 12 participants from 10 companies in {T and communications, sofware
development. business consuiting, tinancial services. construction. wood production and processing. The
participants™ exit evaluations show that 92% of them found the seminar very usefil. all of them said thar the wraining
met their expectations, Participants also evaluated the trainer at an average grade of 4,86 thased on sciie & -
excellent, 1 — poor). This seminar enabled participants o identifv the ket elements of the lfinancial staiemen
understand the major techniques used in ratio analysis. criticaliy assess a set of financia} statements, and assist them
in releasing more accurate financial statemenis and in making belter irvestment decisions. The rning was

designed based on International Accounting Standards.

Effective Inventory Management, 25-26 September

FLAGUD conducted a seminar in Effective Inventory Management. aimed at assisting companies 0 improve
customer service, reduce inventory cost, increase productivity, and achieve [50 qualits standards and mam more
tenefits to help with their impending integration into EU. Topics covered included: usage and demand, iead-time
and safety allowance, order cycle and line point, EOQ, min max and other replenishment methods, stock invenion
investment, replenishment process, physical inventory and cvele counting. The seminar was attended by 9
representatives of 5 export-oriented Bulgarian companies in the following clusters: food and beserages. tight
manufacturing, business consulting. The seminar participants’ exit evaluations were ven positive, 1109 of the
participants reported that the seminar was very useful for them: ali said that the training met their expecilaiions.

Participants atso evaluated the trainer at an average grade of 4.87 (based on scale ¥ — exceilent. 1 ~ poort.

BUSINESS PLANNING & FINANCE FACILITATION

ET “HMM-Hilmi Muftiev” — Taran village, Smolian

FLAG/UD developed a business plan for ET “HMM-Hilmi Muftiev™ for the implementation of 2 SAPARD
investment project in the amount of $67.000. The project focuses on finishing the construction and purchasing e
equipment for the tavern and one floor of the hotel. This is the {irst stage of the four-storey compiex tor ai e
tourism in the viilage of Taran. The hotel will offer comiortable rooms and the wavern will provide fot
specialties from the Rodope region. The first floor of the hotel offers 3 double rooms, 11 beds. and the capacity of
the tavern is 25 guests. It is estimated that 60% of the revenue will come from the tavern since there are no other
restaurants in the village. At 50°% annual occupancy rate for the hotel. pre-tax profit margin is expected 10 increase
from 13% in the first vear to 46% afier the repayment of the loan. UBB has agreed to finance 76°e of the project
with the owner providing the remaining investment funds. With FLAG LUD’s assistance ET "HMM-Hilmi Muttiev”

applied for 50% refunding from the EL program SAPARD.
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Motivated by the abundant natural. cuitural and historical attractions in Rodope Mountain. several entreprengurs
united to promote alternative tourism in the region of Smolian. Hilmi Muftiev is a representaiive of this iniuatve
and the first entrepreneur to build a family hotel in the village of Taran.

Village of Mogilitca

The Local Tourism Council in the village of Mogilitca, Smotian region. Jeads and manages the erforis of lovcal
entrepreneurs to develop an effective alternative tourism operation in the region. Currently. she Jdestination can
provide only 15 beds which are not enough to meet the demand from groups of 3% o 40 peopie. The piace i3



attractive for foreign and Bulgarian tourists who appreciate nature and ecotourism serices. Ten members of the
council plan to build family hotels which will increase the capacity of beds available in the v illage for .arger i
Currently, FLAG/UD is in the process of assisting four local entrepreneurs in the deselopment of b
SAPARD appilication.

ET “Ostrica M-Mitko Chochev” — Mogilitsa village, Smolian

FLAG/UD is assisting the client in preparing his business plan for the SAPARD program. To date Mitko Chochier
has invested about $30.000 in a one-storey buiiding and needs another $49.000 o complete his prodeci. The
business plan focuses on the completion of a three-storey family hote! building. restaurant. summer garden with
barbecue. parking, and proper equipment for the premises. The house has a comparative advantage with {13 i
and a picturesque \iew 1o the mountain. The starting point of the eco-routes is next 1o the house, The hotel wiil
of 17 beds and the restaurant 25 seats. With an average occupational rate of 53% during the summer and %%
during the winter season. the complex is estimated Lo generate revenue of about $32.000 anruaily. Pre-tzy rrol
margin is projected to increase from "% in the first year to 43% afier the repayment of the ‘pan.

ET “Dinko 90-Dinko Uzunov™ — Mogilitsa village, Smolian

FLAG/UD is assisting the client in preparing a business plan for the SAPARD program. To date Dinko Uzunoy has
invested about $31,000 in a three-storey family hotel and a restaurant. He needs an additional $20.000 w0 complete
the project. The company intends to finish the construction of the hotel and restaurant and purchase eguipment for
operations. The hotel will provide 18 beds and the restaurant 30 seats. The project is expected 10 generale annual
revenue of about $30.000. The operating profit margin is estimated 1o increase from 9% to 44%.

ET “YAED-Vesko Chetinev™ — Mogilitsa village, Smolian

FLAG/UD is assisting the client in preparing a business plan for the SAPARD program. To date Veasko Chetines
has invested about $23.000 in a four-storey family hotel and needs about $30.000 for additional construction works
and equipment to finish the project. The hotel is located in the center near by the main historical atraction in the
village. The hotel wilt provide 16 beds and is expected to generate annual revenue of about SIE000,

Borislav Slavchey — Smilian village, Smolian

FLAG/UD is assisting the ciient in business preparing a business plan for the SAPARD program. Borisiav Siavches
has a four-storey family house. He plans to equip two of the fioors properly for guests and to buiid 2 restaurant with
capacity of 30 seats. The guesthouse will offer I3 beds. So far. Borislav Slavchey has invested $35.0040 iy the house
and needs additional $20.000 to complete the project.

TRADE & INVESTMENT FACILITATION

FLAG/UD facilitated the contacts between Goyaike $.A.. one of the largest commercial seed producing and cattie
breeding facilities in Argentina. and respective Bulgarian companies operating in that field. The visit was pant of
Goyaike's mission to Bulgaria aimed at identifying invesiment opportunities in the region. Goyaike S A 15 Tamiiy-
owned Argentinean company (member of Peres Group) with over 30 vears of operational history in the agricuiturai
sector. The company is interested in investing in the field of animal biotechnology and potatoes. corn. soxbean and
wheat seed multiplication. Govaike S.A met with the chair as weil as seiected members of the Bulgarian Association
of Grain Producers, the Association of Cattle Breeding. and the Agro Bio Institute in Sofia ~ Buigaria's ieader in
biotechnology. On-sight visits also took place to four leading Bulgarian companies in the feid of gram production,
as well as a Cooperative in Dobrud)ja.

Kolev&Kolev
FLAG/UD facilitated a linkage between Kolev&Kolev. the leading Bulgarian manufacturer of babies and chiidren’s
shoes, with a Moldovan importer interested in purchasing approximaleiy $120.000 in shoes over the coming tweive

months.

TOURISM CLUSTER

FLAG D continued its follow-up assistance to the Eco Label Certification and Quality Assurance Programs for
the Bulgarian Hospiality Industry through the development and launching of a nationai Green Hotel Award
Initiative, as well as a national Quality Seal of Buigarian Hotels web sites. Our efforts represent an integrai part of 2
wider iniziative for an integrated approach to improve the overall quality and image of the Buigarian hospitalin
industry. The wider initiative includes a quality oriented. classification and categorization svsiem of jodging and
catering establishments. The Eco-Label Program for tourist accommodations wili stimujate SME and thus regions




economic development. The adoption of eco-oriented best management practices. as w ell as new
services will be needed for implementing eco-efficient building technology. replacing appiiances.
friendly consumables and recycling waste products typicaliy generated by hotels such as paper. glass
grease and oils. and organic waste.

IT & SOFTWARE DEVELOPMENT CLUSTER
FLAG'UD has continued work on the establishment of a U_S. presence for marketing of the software development
capabilities of Bulgarian software firms.




C. CONTRIBUTION TO TARGETS

- women owned business -0
- women managed business -0
- female emplcyees - 35

. IR 1.3.2.1 Improved Business Performance of Private Sector Association Members

! INDICATCR BASELINE RESULT RATIO
1. Export increase in assisted priority industry clusters. N/A N/A N/A
2. Value of linkages in assisted priority industry clusters. N/A $187,000 N/A

| 3. Growth in emplovment in assisted target firms. (Jobs created N/A N/A N/A
and retained)

1. Domestic sales increase in assisted priority industry clusters. N/A N/A N/A
5. Improved competitiveness and efficiency of target industry N/A : N/A N/A

clusters measured by increased sales per employee ratio.

6. Number of companies from assisted priority industry clusters | N/A N/A N/A
introducing international industry standards such as 150, :
HACCP. AQL, 1IAS, etc.

TOTAL NUMBER OF PROJECTS : TOTAL NUMBER OF \;'OLUNTEERS . TOTAL NHUMBER OF BUSINESSES
COMPLETED: { TRAINERS PROVIDED: : IMPACTED:

20 16 328

NOTE: All of the above data is subject to Evaluation Committee verification.



D. FORECAST FOR NEXT QUARTER

FLAG.UD has requested a three-month extension. with no additioral USAID funding. from the present lerminaio
date of October 31, 2003 to January 31, 2004. This extension will allow us to complete commitments 10 ocai
partners and on-going TA. meeting or exceeding original goals as stated in the current CA. These 2dd 1
months (fanuary will largeiy be devoted to close-out measures) will enable us W have a an even mor
impaet on the Bulgarian private sector. as well as to secure program close-out in accordance with stated provedures.

Tourism Cluster

FLAG UD wiil continue to provide technical assistance to niche tour operaters offering eco and aliermatise loursm
services in business planning and tinance facilitation. as well as 0 expand their web-sites and prov:de resen 2
links to local B&B and small hotels. unigue area restaurants. bio farms and arts and crafl shops and oiher wWoun
service providers in the community. As a resuil, total sales are expected to ncrease by over 157,

Finance Facilitation, Business Planning, Trainiag and Consuiting Services

As a follow-up to the July 2003 training FLAGUD provided together with MS1 and the Trade Prom notion Agenss w
Bulgarian businesses on business opportunities related to the reconstruction of frag and in response 0 the expressed
demand by our cilents for faciliating contacts mth busmesscs in the \hdd]e Easz FL AG L D in \.OL"C'""OH with

T
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to Amman. Jordan for sev eral leading Bulganan bus:nesses lmcrested in rebunldmg opportun'ues in Irag.

We believe that Jordan is the ideal place in the Middle East not only because of its geographcal iocaﬂon but also
due 10 the historicai track record of good trade relations the country has with Bulgaria. The purpose of the wrip w0
Jordan will be 1o establish relations with formal and non-formal parties and meet business peopie wha can bevomne
counterparts for doing business with [rag.

UD/FLAG will continue on-going finance facilitation. business planning, consulting services and training ol
The following trainings are part of our commitment for next quarter:

The following trainings are part of our commitment tor next quarter:

October 2003

Course Title:  Sales Management
Trainer: Yavor Yankulov
Duration: 2 days

Course Title: Principles of Financial Accounting
Trainer: Kalina Pelovska
Duration: 6 weeks

Course Title:  International Accounting Standards
Trainer: Totio Totev, Zhivko Bonev, Tatiana Konakchieva
Duration: 8 days

Course Title: Effective Sales
Trainer: Yavor Yankulov
Duration: 2 days

Course Title: Sales Skills
Trainer: Yavor Yankulov
Duration: 2 days

Course Title:  Brand Management
Trainer: Petar Manouvsky
Duration: 2 days
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November 2003

Course Title:
Trainer:
Duration:

Course Title:
Trainer:
Duration:

Course Title:
Trainer:
Duration:

Course Title:
Trainers:
Duration:

Course Title:
Trainer:
Duration:

Course Title:
Trainer:
Duration;

December 2603

Course Title:
Trainer:
Duration:

Course Title:
Trainer:
Duration:

Course Title:
Trainer:
Duration:

Winning Business Negotiations
Ivailo Frantz
2 davs

Effective Inventory Management
Dimiter Tenchey
2 days

Leasing Operations
Dr. Borislav Naidenov
3 days

Financial Modeling with Excel
Ivailo Avramov. [vailo Nenov, John Stocker
2 weeks

Budgeting
Viktor Manev, Alexander Pazderski
! day

Corporate Governance
Viktor Manev. Alexander Pazderski
1 day

Introduction to Quantitative Methods
Nikoghos Kanaryan
6 weeks

Collaterals and Guarantees
Dr. Borislav Naidenov
2 days

Strategic Planning
Viktor Manev, Alexander Pazderski
1 day

~
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Attachment A

IR 1.3.2.1 Improved Business Performance of Private Sector Association Members

Indicator # 1. Exportincrease in assisted priority industry clusters.

Indicator # 2, Value of linkages in assisted priority industry clusters.

Indicator # 3. Jobs created and retained. (Employment generated in assisted priority industry clusters.)
Indicator # 4. Domestic sales increase in assisted priority industry clusters.

Indicator # 6. Number of companies from assisted priority industry ciusters introducing international industry
standards such as iSO, HACCP, AQL, IAS, etc.

1.
a. ET “HMM-Hilmi Muftiev’, Tournism, STTA
b. Dessimira Peycheva
¢. Business Plan Development
d. Baseline Data / Resulf Per indicator
BASELINE DATA FY'01 RESULTS (give increment oniy -
Ind. #1 Ind. # 2 Ing #3 Ind. #4 Ing #E
1. Exports: N/A i 867000 4 '
2 Value of N/A ;
" linkages:
. 3. Jobs created 2
: and retained
4. Domestic sales: N/A
6. Introduction of N/A

* intemational
industry standards
1

¢ (st them}.
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Attachment B
FLAG Coordination

ASD

ASD continued o proside FLAG member organizations with database monthis lmpiementation Swamws
Reports and quarterly Client Baseline Reports.

ASD has assisted the activities of the Tracking, Folicw-on and Evaluations Commitiee oy prosiding
reports of FLAG clients due for three. six and tweh e months evaluation and gemerating Esaiuations

Commitiee database programmed quarterly reports.

ASD published on a monthly basis the FLAG Newsieter and distributed 0 FLAG member
organizations, other USAID funded partners. major clients. RDAs and local strategic parners.

ASD continued to provide maintenance and monthly update of the FLAG web site.



