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To whom it may concem

Subject;Questionnaire for SONDASO and NATRON

Dear Sit,

You may have been informed that JICA would dispatch the project identification mission to Bosnia
and Herzegovina from June 24, 1997 o july 3, 1997 in order to identify and clarify matters refated
the projects requested for JICA's development study.

In this regard, the mission have prepared the attached questionnaire for smooth discussion and
survey.

It would be highly appreciated if you would answer the questions upon our arrival.

Thank you very much for your kind uz;dérsténding and cooperation.

With best regards,

MW—“

Keiichi MURAOKA

Leader,

Planning Division,

Mining & Industry Dept.,

JAPAN INTERNATIONAL COOPERATION AGENCY
{11C A)



QUESTIONNAIRES FOR GENERAL ECONOMY.AND POLICY
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QUESTIONNAIRES FOR SODASO AND NATRON
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1. The folldwing information i valuable for further consideration.
Would you please prepare ttxem for the mission members,

(A) Recorded data of past (}peratzons
(B) Brief specification in edch papex maclnnes

(C) Flow sheet in which al} process in the paper mill can be
identified

2. Regarding maintenance of Facilities, would you provide the fol-
lowing information,

(A) Is any measure made when the recovery boiler. (Alkali
boiler) was closed, such as filling with nitrogen.

(B) Same as the recovery boiler, any precaution measure to
keep good condition foy the important facilities such as
the continuous boiler (figester), paper dryers (paper ma
chines) and coal boilers.

(C) Regarding the conditign of all pumps, those which are not
operating, are they keeping with condition without any
damages.

(D) Are all facilities keeping perfect condition thhout sacking

some parts fromthem?
If some parts are missing, would you please to ]jst up the
parts for any facilifres machmes. pumps and other
instruments.

72—



3. For general condition of management, the following informa-
tion i8 required for further consideration.

(A)_ Production cost structure; would you please to list up
itens of cost for protluction divided by fixed cost and

variable cost and expense.

(B) Present and pre-war organisation chart of the company
with number of employees attached to each section.

(C) The up to date profit and loss statement and balance sheet
of the company

4. Present condition of purchasing raw material with indication of
distance of collecting material and average quantity (tonnage)
of monthly supply.

- End -
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, 26 Junc 1997
'REQUEST FOR INFORMATION '

You are kindly requested to provide following information and
data to JICA Mission by the time when they leave Tuzla on 1 July
1997,

1) Organization of SODASO.

2) List ‘of factories under SODASO with names, locations and
products. :

3) List of plants concerned, with following details.
o Names of Process owner
e Process Descriptions
e Process Flow Sheet
o Production Capacities {Designed and Maxiraum Production
Achieved)
s Gross Material Balance
e Unit Consumption of Raw Materials and Utility
 Number of Operators '

4) Conditions of licence contract of ecach process which may
influence the execution of the feasibility study.

5)  Equipment list of each plant with specification.
6) Unit prices of raw materials and utilities.

‘7) Sources of raw materials and utilities where you get them from
and their transportation means.

8) Assumed market of products {Areas and/or Countries) and their
transportation means.

9) Details of supports from other donor agencies.

10) Specific conditions to he taken into consideration when
executing the feasibility study, if any. :
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Table 5.3
Stleeted Ecoromie Indicators, 1991-2005
" (oiltions of U.S. dollars)

Ave, - “Ave,

1991 194 1995 1996 199600  2001:05
1. Gross Domestic Product (GDP) ' R
1. GDP {US$ million) . 8,199 na 2200 3,100
2. Real GDP growth (%) - na na na 35
3. Per capita income (U.S. doltars) - 1,872 'na 524 728
H. External Trade Account o _ R
1. Merchandise exporis (USS$ millicn) E 2,120 164 ‘ 295 608 1,230 _ 2,447
2. Real merchandise export growth & na om0 100 43 6
3. Share of merchandxse cxportsmGDP (%) 34 . pa 13 20 25 L7
4. Merchandise imports (US$ miltiony 1673 . 889 759 1,722 2388 2,719
2, Reconstruction related . ) B R 00 0 612 it
b. Humanjtarian and inkind aid . 0 408 203 297
c. Other L 1673, 391 . 556 813
5. Real merchandise import growth (% m . . m 120
6. Shase of marchand:scampon.smGDP_(% - 3 ma . 35 56
(Reconstruction related and other unpoﬂ:s- : pa pa. 25 46
exciudiog humanitarian u-npoﬂs) . '
7. Trade balace (in % of GDP).. .. 50 om0 36

IH’ Errmml Current Account

‘nac.l oA

,l Current account balance (m % of GDP]"- G na 32
(Excludmg official traml‘c,rs) na i na 45

. ln!emﬂaomf Reserves NS

1. Total reserves (in monlhsoflmporls) Ra Cmat o 0.4 12
(in” months of reconstniction rclated'and pati gt 05 1.5 RERREE

" other lmporls«:xcludmg humamlanan)

2. 1991-95 are e.stmulod 1996-2005 a.rc prej _' '_.‘: L
na: not avaxlablc ‘ L

Note: The Bank scenario is 1llustrauve and it no way is inlended 1o pre;udgc the ouicome of fu(urc ncgouanons wuh
Bosnia's' external creditors in the Paris ind London Clubs. .1t shows that a- .comprehensive debt workout including 2
substantial net present value reduction on consolidated debt service.with Paris Club creditors and a substantial debt stock
reduction with Londen Club creditors goes a long way (0 create thé conditions necessary for renewal of lBRD lcndmg
starting in 1998 and private capital inflows afier 2000 and for achmvemcnt of a susainable growth.

Soucce: Data provided by Bosaia and Hcrzegovma authorities, the IMF, and World Bark eskimates.
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ELEKTROENERGETSKI BILANS BOSNE | HERCEGOVINE
ELECTRIC ENERGY BALANCE IN BOSNIA AND HERZEGOVINA

. . GWh
| 1990 1991 1992 1993(F) 1994 (F) 1995¢F) 1596 (F)
Proizvodnja HE
HPP production 3336 5138 3442 1046 1,194 1354 2,586
Proizvodnja malih HE
Mini HPP production 76 110 80 36 37 45 47
Proizvodnja TE
TPP produciion 9678 8,537 2,969 630 550 649 1,126
Ukupna proizvednia
Totat production : 13,050 13,785 6,491 1,732 1,781 2,043 3,159
Ukupne _nabavke
Total import 2,095 632 234 209 372 387 453
Raspolotiva energija
Avzilable energy 15,186 14,467 6,725 1,941 2,353 2435 4,222
Distributivna potro¥nja .
Distribution consemption 7,989 8,124 4,738 1,75¢ 1,828 2,107 3.099
Direkini potro¥ati _
Direct consumers 3.192 2,669 869 47 43 50 75
Potro¥nja za pumpanje :
Pumping consumption 87 141 Y] 1] 0 0 0
Gubici prijenosa
Transmission losses 354 381 . 178 56 70 85 134
Ukupna potrolaja
Total consumpiion 11,822 11,315 5,785 1,853 1941 2,252 3,308
Ukupan izvor :
Total export 3364 3,152 940 33 412 183 - 914
GWh POTROSNIJA / CONSUMPTION
12,000
10,000 T
8,000 1
6,000 T
4,000 1
2000 1 — e
0 4-- 1 I - - t R
1990 1991 1592 1993 1994 1995 1996
(F) (F) 1)) (F)
H DISTR. W DIRECT. M PUMP. M GUBICIALOSSES
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Privatisation

Privatization in the Federation. In the Federation, preparations for privatization have been
moving ahead under the guidance of the Government-appointed privatization Expert Team. In
most respects, the basic concepts have been agreed upon and embodied in six laws: (a) the
Privatization Agency Law; (b) the Law on the Privatization of Enterprises; (c) the Law on
Restitution; (d) the Law on the Sale of Apartments with Tenant's Right of Tenure; (¢) the Law
on Realization of Citizens Claims versus Federation; and (f) the Banking Privatization Law.
This legistation sets the basic framework for most privatization transactions eavisaged for the
Federation, The Privalization Agency Law was passed in August 1996. The other laws, except
the last one, had first and sécond readings in Parliament prior to the September elections and
is at the top of the agenda of the new Federation Parliament.

Privatization Process in the Federaition. The procedures by which privatization will be

effected in the Federation have been generally agreed upon and are as follows:

¢ A Federal Privatization Agency will first be created. Cantonal Privatization Agencies will
be established to handle privatization fransactions within their respective cantons, with
oversight of, and under guidelines established by the Federal Agency. The Federal Agency
will have additional implementation responsibility for privatization transactions that
involve more than one canton.

e Citizens will be given compensatory certificates related to four kinds of claims on the
State: (a) claims related to frozen foreign exchange deposits; (b) validated restitution
claims, where these cannot be settled by restitution of the actual property involved; (c)
claims related to unpaid salaries and (possibly) other payments during the recent conflict;
and (d) a general claim, which may be allowed to all citizens, similar to the universal

- “vouchers” utilized in other transition economies. The actual amounts of some of these
claims will not be finalized until the legislation is passed. The certificates issued in
compensation for these claims can be used, together with cash, in bids for assets being
privatized. The legistation proposes some differentiation among the various certificates for
certain transactions (pamcularly housing). And for some transactions, a cash componcnt'
may be required or given preference.

¢ Housing will be preferentially privatized to tenants as in most other transition economies.
This is somewhat more complicated in B&H, however, as tenancy for privatiseable
dwellings may have changed a number of times during the recent conflict.

¢ Enterprises are responsible for preparing their “initial balance sheeis” on which
privatization transaction will be based. This process includes such actions as: (a)
confirming the extent of privatization that took place under the Markovic laws in former
Yugoslav times; (b) removing some of the social assets from the enterprises’ books to be
disposed of by the municipal authorities; and (c) assessing remaining bank indebtedness,
both in local and foreign curcencies, so as {6 determine how much of this still needs to be
dealt with and thus left on the books of the enterprise. Enterprise privatization will
generally be through open auction or sealed tender, depending on the size of the enterprise.
For “strategic enterprises” (as determined by the Federation Parliament); special procedures
may be adopted.
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BOSNIA-DERZEGOVINA

A NOTE ON BEAVY INDUSTRY

~ This note covers  portion of the heavy industry sector in Bosnia-Hetzogovina, with
some details on the stecl, Alumintun and chewical industries. Tt was prepared following a
preliminary, on-site examination of thése industries in November/Decamber 1995 by 4 team of
World Bank specialists’, The team’s findings were discussed with the Mirdster of Energetics
and Idustry, The World Bank team greatly appreciates the cordial and open cooperation
received from all parties dealt with in Bowa-Herzcaowna, 2ud in particular the logistical and
- other support provided by IMG.

Members of the World Bank team visited:

the integrated iron and steel v.'orks at Zenica; .

- the bawdte-alumina-aluminum Opcrauon.s of Aluminjj in the Mostar reglon
the chemical plants of the Tuzla region;
seiected major conglomerates (UNIS, Energoinvest, Sipad) in Sarajevo; and,
a nlmber of downstream units that use steel alumninum and chemicat products.

In the time availeble, the teamn sought to deterntine the ability of the three core
industries to compets in a global context, and hence their fisture viability, The key factors
evaluated were: (§) avallability of markets, local and export, for the plants’ products; (i)
technical and operationat condition of the facilities; (i) assessments of production costs and

" warking capital and investment needs; (iv) economic assessment of the enterprises; and (v)

-+ other issues such as hiiman resources, environmental situation and policy issues. The note

 presents a number of observations that axe applicable to most industries and includes some
detail on the three sub-sectors, including recammendations for iipmediate action,

‘ GENERAL OBSERVATIONS

Overall, the team found that heavy industry in BH has potenha.l to reswt operations in
* a properly phased manner quite soon following the four year gap in operations caused by the
‘war, Management of most of the firras were found to be entrepreneuriaf and creative,
especially in dealing with labor gnd mamtaimng facilities during the war, The main problems
that now have to be faced in a rapid restart, in rough order of impottance,

1. Lackof working capital, which managers tend to understate is a major constrainton
getting production undenway. There'is little eash in hand for raw matedals and supplies to

' The team consasted of Peler van der Veen a.eader and aluminum), Edmund Mangan (steel), Peter
_Gienshaw {chemicals) and Hans Fuchs, consultant (alurninum and steel), 0

;35_ :
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restart production, as the enterpriﬁe_s fiunded their expenses through the war years, out of
sales of these inventories along with any semifinished or finished products available.

2. Lack of market and likelihood of extended payment time for goods and services. Alt of
industry is faced with similar cash flow problems and enterprises may not ali be able to
restart at the same pace. Therefore, some will not be able to pay for materials and cover

~ operating costs for the extended time it will take to collect teceivables on sales made.
' Somc ﬁnanctal priming action is needed to get industry started.

3. Capital investment decisions are still larcrely based on technical oons;deranons without due
- regard to financial, economic and market aspects. Business plans need to be developed
along with start up and operating proposals based on reasonable operating levels rather
thao full capacity utilization. As part of the investment analysis, risks and benefits need to
be developed along with sensitivity to possibly changing conditions,

4. There is concemn that enterprises may be extending themselves by diversifying too broadly.
For example, Ene:gomvest’s entry into the bUSmess of collecting and recycling scrap, and
the Tuzla salt company’s move into general pharmaceuticals following its enry in the
emergency production of saline drips.

5. ‘The obligations of enterprises arising from pre-war debt need to be sorted out as saon as
possible, both to enable enterprise manigers to property plan theis financial furure including
the new debt that they might have to take on to restart operations, and to prepare for
eventual pmratzzahon ,

Both the government and the management ofthe 'enterprises appear to be committed
to privatization, but it will be difficult. There s little money in the economy for local investors
10 pay for shares in the larger enterprises. An ownership change that does niot bring in new
finds or know-how does not address the need for capital. Outside risk capital will most likely
be limited for a nwnber of years, even if 2] goes well Former partnerships with foreign firms
such as Volkswagen {vebicles);, SK¥ (bearings); St. Gobain (glass); 264 Pechiney (ahaminum)
could be re-established and eould be 2 means of obtaining funds for re-starting some existing
facilities and for exporting their products,

STEEL

“The Zenica lron & Steel Works is an integrated steel producer which started
“operations in the 1930s. Before 1951 it was running near its rated capacity of 2 million tons
per year (tpy) of non flat products such as heavy, medium and light sections, bar and wire,
Employment was about 15,000 people In the fall of 1992, the plant was bombed and had to
cease operations. The plant has since been repaired usmg the finn's own ingenuity and
resources and management is well advanced in preparing to reswme operations, This reflects
the capability of the General Manager, who has been able to keep a competent management
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Most of the metal production was exported before the war as well as the susplus of
alurnina (approximately 125,000 tons a year). Both products were well dccepted in the
international markets and markema of the plant’s utput afier a restart should pose no
problent. The supply/demand balance for these niaterials looks tight during the next two years
with the balancs for alumina even tighter than for primary aluminurm.

Whereas “Aluminij” was a relatively high cost producer before the war due to the cost
of its domestic bauxite and the cost of power the operations generated a positive cashflow and
protits before the war, In view of ths it appears justifiéd to resume operations in a phased
way. ‘The question s how to resume production. One altemative is to staxt partial production
of the smelter in combination with the anode operations at a rate of some 23-24,000 TPY of

- aluminum ie. eqmvalent to zbout 25 percent of simelter capacity. This would requice the
availability and contracting of a power-block of 30 MW. In addition the plant will have to

import alumina.

Angther alternative would be to start the alumina plant based on mmported bauxite,
This alternative has the following advantages: -

()  resumption of alumina production and its export will require about 12 MW of
power, of which about one-third would be generated intemally. Therefore, ofly 8 MW has to
be purchased from outside, compared to 50 MW for the restart of metal production.

M)  anearlyand fully capacity start makes it pos’sib!e to take advantage of the
projected afiractive international alumina prices to build up cash flow;

(¢) funding requirements for working capital and cost of repairs to restart the
alumina plant are estimated at between US$6-USS8 million compared to US$12.5-USS{S
million to resume partial smelter opetauom

Therefore, it is recommended to restart the alumina ptant first, use the cash flow
generated 1o ¢ither resume the lower cost bawdte operations t¢ replace mport tonuage or to
resume smelter 0perahons pending availebility of power. This altcrnative allows for maxinum
flexibility and its timing will be determined by the completion of the repair work on the Ploce-
Mostar rail live which is expected to be réady by February/March 1996 instead of the
availability of power which may take longer.

However, whereas a statt-up in the short- to medium-term is justified it will be the
availability and pricing of power which will determine the long-term viability and
competitiveness of the smelter.

CHEMICALS

- The oiti-plant, multi-company chemical industry in the Tuzla region which operated
successfully before the war, not only supplying the doraestic market, but also exporting a large
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proportion of its output to other parts of the former Yugoslavia and Westemn Europe has
barely operated in the past four years because the plaits were exposed to sporadic shell fire and
because access to markets and raw materials was blocked. Being chemical plants corrosion is
taking its toll, Fommer markets have been taken over by others. Qualified staff have left the
enterprises. Importantly, the industry has lost contact with the outside world and thus lacks an
independent review of its ideas.  And finally, there are no funds to begin operations again.

Despite these and othier currernt probleros, miost of the six maJ or units in Tuzla and
~ near-by Lukavac? which make up the basie structure of the industry are likely to be able to be
~ put back into operation soon. The majority of the industry has the advantage of being based on
low cost, locally available salt from the extensive salt deposits in the area. Managementis
determined, experienced and capable technically, and an adequate core of the highly skifled and
experienced work force still remains. The technology i inuse, wiule SOmew":at outdated, is
sound.

The Salt Mine has two operating locations, both of which presént problems for an
immediate startup. The original mine is underneath the city of Tuzla and the inining operations
have caused parts of the city to subside. In essence, it cannot be operated apymore. A new
mine was therefore developed at a site 11kan from the eity and is 2l but ready for operation.
Some $9m is said to be required to complete the development but operations could probably
commence with 3 much lower expenditure, The main problem though is political - the niine
straddies the cease-fire line, and the Serbs so far will not permit any operations there.

The Salt Plant, the sole source of supply for the whole of former Yugoslavia in the
past, is in good condition, has continued operations at a low level throughout the war, and
even developed new products such as saline drips. Access to 2 supply of raw material, will
enable it to get back into operation quite soon. Working capital requirements are estimeted to
amount to about $2m.

The convplicated process scheme of Polihem needs a thorough ; independent

- assesstaent before any thought is given to restarting the operation. For oue thing, the heart of
the operation, the salt electrolysis plant, usés mercury cells which are becoming unacceptable to
importers of the polyxue.}mne systems which are Polihem’s main products, A new, non-
mercury electrolysis plant is probably required at a cost of $30 - 50m. For another, Polihem
needs many dificult-to-handle and costly impotted raw materials to operate fully, It seems
unlikely that the full operation can be justified in the near term. What might prove feasible is
the restart of one or two downstream units possibly on a toll processing basis, At present,
scarce rehabilitation funds should not be spent on thisunit. Outside, independent experts need

The Salt Mine - operating with undergraund and solution mining techiiques -

The Sail Plant - which produces salt products for human, animat and industrial use.
folihem - which produces polyurethane systems and salt electrolysis products

The Soda Ash Plant at Lukava - which produces $¢da ash and caustic soda

The Coke-Chernical Combinal » which produces ¢oke and ¢oke by-products

DITA Industry for Detergents - which produces household and Industrial detergents

e



>

UL, 5T O HE TERIM

to study the plant to determine what, if any, parts of the operation can be considered for
startup, .

* The Soda Ash Plant at Lukavac is fed by pipeline with briie from the Tuzla salt mine
and with imestone from its own quarcy 12km away. It was a successfl operation before the
war and exported nearly 2lt of its output to the former Yugostavia and Westem Euvrope. There
is every reason to expect that operations can be resumed, provided that its limestons opération
is restored (its equipment was confiscated or destroyed during the war, and will cost $3 - dm to
replace), and that a thorough engineering review of the equipment proves positive, There is
concern about the physical state of the thousands of heat exchanger, boiler and ¢vaporator
tubes. The management estimates that repairs to the soda ash plant would require $7 - 8m.

Parts of Lhe Coke-Chentical Cornbinat at Lukavac could be restarted qmet soont if
" current discussions with cutside partners prove successful. The management is dealing with a
Swiss-Gernan firm that wants to use the Malasic Anhydride Unit to toll process benzene to
prodtice maleaic achydride for export. Another possibility is to toll process Austrialian coal to
coke for sale in Europe. Imported ammonia could be processed in the fertilizer plant to
produce calchim ammonium nitrate which is needed by Bosnian agricultuce. These deals are all
‘of a private sector nature, and probably do not need public financing.

The DITA Détergent Plant is in excellent condition and is techrically able to restast
quite soon. Its main probleins will be to re-establish markets (mostly in Bosnia) and to get
access to raw materials, all of which have to be imported. Working capital néeds are estimated
at $2m

All of the zbove plaats, except the Coke-Chemical Corebinat operate as subsidiaries of
the SODASOQ holding company. SODASO also owns a small paper packaging plant and a
plant that produces thermo-plastic sheets for footwear, both located away from Tuzla, Their
management claims to be ready to restart operations as soon as required. Another entity of
SODASQ is the Institute of Chemical Engineering which ba.s:ca,lly operates as a design and
engineering department of the conglomerate.

The question arises of whether Sodaso should remain a holding company or should be
split up into independent smaller enterprises. Inany case, the government belisves that new
management is necded for the tasks ahead, including getiing the holding and subsidiaries ready
for privatzation.

A basic transportation problem for the chernical industry in the Tuzla area which is
beyond the control of the enterpnse managers is its dependence on the so-called “Northern

Camidar? Praswar tha coaider pravided lowr ¢ost 6easss to marliots sad raw materials waithe
former Yugoslavia and Westem Europe. The corridor is now blocked by the Serbian forces in
the Brcko passage that connects the two parts of Serb-held Bosnia. Some arrangement wall
have to be made, if the industry is to get into business again.

— 88
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The next step would be for an independent ocmsulting firen of high international repute
to undertake a thorough review of the Tuzla chemical sector’s presént situation and future
prospects. Strategies and business plans should be developed, the environmental intpact
reviewed to avoid repetition of past problems and investment and working capital requirements
detenmined. Polihem should receive particular atterition. Management, federal, cantonal and
municipal goveruments all agree that this v.ou,d be 2 sound approzch to get the industry into
operatiom _

REMARKS

. Accass to working capital will be the single most important factor in achieving a
meaningfil reactivation of industry and ensuring its contribution to the overall eccnomy.

There is a need for technical assistance in order to; () prepare business plans for key
enterprises in the sector; and (i) review the proposed start up programs snd provide technical
guidance and expertise in planmnor the startup of facilities including the determination of the
lowest cost investment seenarios for both equipmicnt and working capral. This should be
provided where possible through the use of grant funds.

ENTD _
MABOSNTABOSHEVINDOC
Doaazier 14, 1995 600 PM
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Bosrnia Business Assistance Center
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Company Name:
Location:
Business Seclor:
Product/Service:

Loan Amount:
Expected Jobs Created:

Applicant's Bank:
Bank Contact:
BBAC Confact:

107

Date:

BBAC

Skeaderija 15, Sarajevo, BiH

NATRON D.D.
Maglaj

Paper and paper products

DM 1,000,000

254 DM/Job: 3,937

Priviedna banka Sarajevo
Camil Klepo

Louis Posillico
Phoneg 075-251-031 FAX 075-251-034

1077
15 January, 1987

Tel: 387-71-665-770 Fax: 387-71-665-771
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Company Analysis Package

EXECUT!VE SUMMARY
Ry

NATRON was eslablished in 1851 as the largest paper and cardboard menufacturer within Balkan
Peninsula and the former Yugoslavia. The facility is located in the town of Maglaj, about 100 km north
of Sarajévo an the main road connecting Sarajevo-Zenica-Doboj-Zagreb,

Before the war (1991), the comipiny had annuat sales volume of DM 340.0 million and was the leading
supplier of papér products in the region. While improving paper production the firm also developed
other facilities for paper and cardboard processing: paper formatting, cutting, printing and paper-bags
manufacturing. NATRON's production capacities were utilized primarily for the former Yugoslavian
market which in 1991 consumed over ninety percent of total sales. The finn's name became 2 Trade-
Mark as paper for bags was named "Natron Paper ™.

During the war, the company continued production at minimal levels. In 1995 total sales volume was
DM 3.8 million or approximately 1.0% of pre-war capacity. In 1996 the firm restarfed production of

- paper, corrugated cardboard, and paper bags bringing annual sales at DM 8.9 million, less than 3% of
pre-way sales. The compariy’s Business Plan for 1997 estimates sales volume to reach DM 37.3
million of 10% of pre-war sales, assuming the company is able to obtain financing for their working
capital requirements.

With this project, the company is seeking DM 1.0 million for wotking capitalraw-material/pulp 2nd
salarics, in order to restart a part of the production. The company does not intend (o restart production
of pulp at this time, although it has capacities for it, Restanting with the production of pulp, will require
to raiseing approxirnately DM 15.0 million. The company would seek joint venture or equity financing
for these funds.

Since the required financing is only for Working Capital, the implementation of this project will be very
rapid. The company will restart operations 30 days after loan is funded. Employment will stant
immediately aftér the loan is approved.

ECONOMIC PROFILE .

1991 1998 18T ‘ 1998

estimaté. { “projection .|  projection
Revenues (DM 000} 339,974 8,896 37,280 39,551
[ Net Profit / {Loss) (after tax) | Approximately (6,950) (3,302) {3,070

{DM 000} 10% _
Employees 4,605 651 | 915 915
Sales: BIH (3¢) 19% 93% 66% | 66%
Sales: Ex-¥ugo (%) 4% % 16% 15%
Sales: Exporls (%) T % N/A 17% 19%
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Employment and Economic Effect;

NATRON is the largest émp_!oy'cr' in Maglaj municipality. Over the past 45 years of operations the firm
has been able o attract high caliber engineers and skifled technological workers.

Currently the company has 2,080 employees on the books, however, of the total, 661 employees are
currently considered full time workers, These workers have & average net salary of DM 211 per month.
In 1995 only 358 employees were at work with a average net salary of DM 15 per month.

With this project the firm will bring back 254 full time employees currently on a leave status alnel
salary of DM 211 per month. Therefore, employment level will reacha total of 915 employees,
sufficient for the company’s operations planed by this program

Esiimated breakdown of new employees:

Tota) : _ 254
Demobilized (male) soldiers 170
Womien 84
Refugees
Former employees not included above
| Others

- NATRON was sizéd 1o cover the entire former Yugostavia n market needs in paper and paper products.
" The company's market is focused in the following areas:

*  Producers of consumer products such as: sugar, detergents, cement, wheat, using the company’s
bags for packaging their products.

¢ Manufacturers of different bulky commodities such as furniture, kitchen appliances and others
using the company's cardboard products to package and ship their products.

¢+ Valued Added Resellers (VAR) such as printing companies, producers papei-packages and others.

The company is the only producer of paper, cardboard and paper products in the Federation of BiH and
the only producer of cardboard in formier Yugoslavia. Therefore , the company has approximately 90%
of the Gomestic market. The remaining 10% of the market is supplicd by imported products for

specialty products (i.e. shoe boxes ). The company will be highly dependent on the domestic market for
the next three years.

Before the war, the company enjoyed a signiﬁcam' market share from the other former Yugoslavian
countries representing DM 25).0 million in sales or 74% of total sales. Due to the political 2nd
economic conditions of the region, calendar 1996 sales in the region has been reduced to DM 600,000

or 7% of total sales. Expdrt sales, outside former Yugoslavia, droppcd from DM 24.0 million in 1991
to z¢r0 in 1996,

The company maintains 2 Commercial and Marketing departinent with 49 employeas This group is
responsible for managing the marketing activities of the company, managing duecl sales
representatives, sales agents and foreign distributors.
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NATRON has a strong marketing position in the domestic market, as the only paper and cardboard
producer in F/BiH and the only producer of cardboard in the fonner Yugoslavia. The company is trying
to regain its position in the export market which was lost during the war. Marketing programs have been
initiated to regain market share i the former Yugosiavian republics. In addition, the company is
activity exploning Westem European markets in order to regain their former traditional buyers.

The firm has long-term related customers fiom pre-war time throughout FBill and former Yugosiavia.

They expect with continued political and economic development in the region, the company will be in a
good position to regain the market share it Jost during the war.

Kev Customers and Sales Chanels:

Key Customer or Channel Product
Krivaja Zavidovici _ Fumniture
FDS Sarajevoe . Ciparettes |
SIP Konjuh Zivinice . Furniture N
Klas Sarajevo L Consumer goods l
Unico filteri Tesanj Car-spare parts
Agrokomerc Velika Kladusa Consumer goods
Comn-Flips Srebienik Consumer goods
ASTRO Sarajevo | Soaps and detsigents
Sarajevska pivara 1. Bear i
Vispak Viscko _ Consumer goods
Peradarstva Orasje Eggs
Vitezit Vitez Special purpose
procducls
Helios Banovici Stoves
FD Mostar - Cigarettes

There is no other local producer of paper and paper producis in F/BiH, therefore competition in the
‘domestic market is fromy imported goods carry high costs due to impont duties and transporiation. The
company enjoys a price advantage when compared 1o imported products. In the foreign market, the
situation is quite different as most of these countries have paper production of their own. InCroatia it
is “BELISCE", in Slovenia “VALKARTON", and “DUNAJVAROS"” in Hungary. The company must
adapt to some of the business strategies currently in use by it's competitors ( pricing, quality, delivery,
etc, ) in order to improve it's market position and market share. The ‘Natron-paper™ trademark has
significant value in the export market. It carries with it a reputation of quality and timely delivery. The
company intends to leverage on its name in order to regain market share.

Manzgement:

The company’s management team has many years of accumulaled experience in this industry
and most have worked with the company through the war years.

MANAGEMENT PROFILE :
Name Address (City) Company Position Years in
Industry
Salim Porahimelendic Maglaj General Manager a3
Sefkija Botonjic Mazlaj Deputy General Manager 20
Mersija Krzic Maglaj Commercial Director - 21
Edhem Salaka Maglaj Financial Director 12
Ibrahim Sehic Maglaj - | Assistant of General Manager for 28
development :
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Cperations:

Facitities, machinery and equipment, and utilities (power station and water providing station) are
within the same complex. The majority of the equipment is old (1950, 1963, 1970), but in fair
condition. The company performed two major overhzuls of the equipment: in 1980 and 1990. In 1990
all environmental protection equipment was installed.

The primary machines used in the manufacturing process are as follows:
1. Waste-paper ling, purchased from “Beloit” in 1971, has a capacity of 150 tons!day.

- 2. Paper machine/PM-3, manufactured by “ER-WE-PA", purchased in 1962 and reconstructed in
1984, has a capacity of 25 tons/day. The machine is vsed to produce the following kinds of paper:
“Fluting™ 112 gi/m2, "’Srenc" 120gr/m2, and “ISG-OPN 100-120 ge/m2.

3. Paper machmc!PM $, manufactured by “Karlstad", and purchased in 1985, has a capacity of 25 to
30 tons/day, This maching is used for producing the following kinds of: “JSG™ 40 gr,60 gr, 80 gr,
100 gr, 120 gr/m2, "JSG-OFN" 50 gr,70 gr,90 gr/m2, “NKL" 120 gr,150 gr/m2, Crapc paper 70
gr, 100 gr, 120 gi/m2.

4. Machine for producing cormugated cardboard, manufactured by *“Konrad-Strobl" and purchased in
19535 and reconstructed in 1980, has a capacity of 24 tons/day.

Allinfrastructure, energy and production facilities are within one area. The firm does not intend any
extension of the facilities in near future.

The company has repoited inventory in amount of DM 13,799,857 as of 30 June 1996. Due to war
damage and the company’s inability to propetly provide storage for the raw materials, most of the raw
matenial invenlory is unusable. Out of the total inventory only DM 800,000 of raw materials and DM
103,597 of finished goods is usable for current production and sales,

The primary raw materizls in the production of paper and cardboard is cellulose and waste paper. The
company will purchase waste paper from the local market, and cellulose from foreign suppliers, {i.e.
Slovakia). The secondary raw material/ coal, fuel, and the consumable repairing paris of equipment the
finm will purchase from the local market.

Due to the economic problems of the region particularly the lack of an adequate railroad, transportation
of goods becomes 2 limiting factor in factories activities. The company has been dependent on the
tailroad for the delivery of raw material and the shipment of product to their customers. The alternative
transportation method of trucks has provéd to be costly to the company snd has required an increase in
prices. The company has tried to minimize the effect of the added cost by ofganizing double-tour
transports. This practice requires that trucks delivering products to end users will be required to return
with a full foad of raw materials.

The company’s paper production is allocated as follows:
+  One third of paper production is used in the production of paper bags and comugated cardboard.
+  One third of paper production is sold in the F/BiH market.

+  One third of paper production is exported.

—O8
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Production Schedule and Unit Cost by year:

Product: 1995 199 - 1997
UnitsAUnit cost Units/Unit Cost UnitsfUnit Cost
Paper 14,784,000 Klig. /
DM 1.26/Klg.
Cardboard Packaging 8,040,000 Klg./
DM 1.79/Kig.
Bags | _ 5,376,000 Bags /

DM 1.78 / Bags

Discussiop of Financlal Projections:
Key Cash Flow flemns:

s Sglos: s estimaled that the company will record sales in 1996 of DM 8.9 milijon.
The projection for 1997 is for sales to increase o DM 37.3 million or an'increase
of 319.9%. This increasa is conlingent on the company obtaining financing for the
purchase of raw material. With the economic recovery of the region, the demand
for the companles producls conlinues {0 grow rapidly. Sales in 1998 and 1999
are projected to ba DM 39.6 million and DM 42.3 miflion respectively.

v Netio income: Thé company's gross profit drops from 62% in 1996 fo 30% in 1997
and continues at 30% through 1839, The lower gross profil margin is more
representalive of normal operations. The higher gross profit in 1995 and 1996 is
the resull of barter trading and various other means to keep lhe production going
during a period with no access (o Working Capital,

Operating expenses is expecled to drop from 11.4% of sales in 1996 lo 7.0% of
sales in 1997 and subsequent years as a result of higher sales volume.

itis estimaled thal the company will record a net foss of DM 5.5 miltion in 1996,
The net Ioss is profected lo be DM 3.3 million, DM 3.1 miliion and DM 2.7 million
in 1997, 1998 and 1999 respeclively. The loss Is due (o excessive depreciation
famortization expense. Depreclation/amortizalion expense is being taken on
neufral and passiva assels which are not currentiy used in the production process
{ pulp production, municipal projacts, efc. ). Depreciation on thesea non-
participating assels totals DM 6.2 mifiion per year. If depreciation/amorliration
was reduced fof these non-padiicipaling assels, tha company would turn profitable
by mid 1997
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s Working Capital: The company is expocled to end 1996 with DM 4.8 mittion in
Working Capital. However, the invenlory level included in Working Capital Is nol
sufficlent to realize the econornies of scale anticipated in the Business Plan for
1997 and subsequen! years. The OM 1.0 miilion loan for the purchase of raw
malerials will alfow the company to rapidly increase the production level in the
early months of 1997.

Sales days in invenlory is expected lo average approximately 77 days during the
three year period 1997 through 1999. These high inventory levels wiil allow the

" company to achieve a compelitive edge in both price and delivery in order to
regain a significan! share of the export markel.

Sales days in receivables is expecled to average approx:'maré!y 60 days thmbgh
- ouf the same threa year period. This is refected of the 60 to 99 day payment!
terms anlicipated lo regain export market share.

Paya ble da ys is expected {0 remain al approximalely 30 days throughout the
period aflowing the company to maintain good relalions with its vendors.

« Cash Flow Summary: The company should generale a positive cash flow after
debt service starting eady in 1997. The ending cash balance in Dec. 1997 is
anticipated o be DM 800,000, by Dec. 1998 cash balance is expected to be DM
3.1 million and by the end of Dec. 1999 the ¢cash balance is expecied to be DM
4.2 million. Thése cash balances are nel of significant capital investment in 1998
and 1999 to conlinue lo update equipment and reslart pulp production.

Conclusion; Overall Risk Assessment:

Although the increase in sales is very high from 1996 to 1897, the company does have strong
indication from its customers of the higher level of demand. However, a sensilivity analysis
shows that if the sales level in 1937 was half of what is anticipated, the company could still
generate a posmve cash flow after debt service.

Since the company is the only producer of paper and paper products in the FiBiH and thus
has most of the market share, sales volume will be directly refated to the economic recovery in
the FigiH.

There is also a risk that the company may nof be able lo regain lost market share of export
sales.

THE INFORMATION CONTAIRED IN THIS PROFILE WAS DEVELOPED BY THE BOSNIA 8USINESS
ASSISTENCE CENTER FROM CONVERSATIONS WITH MANAGEMENT OF THE COMPANY REPORTED iN
THIS DOCUMENT, A REVIEW OF RECORDS AND DOCUMENTATION PROVIDED BY THE COMPANY AND OR
CONVERSATIONS WITH THEIR BANKERS. THE INFORMATION CONTAINED IN THIS PROFILE IS A BEST
EFFORTS COMPILATION UNDERTAKEN WITHOUT AUDIT AND IS SUBMITTED IN GOOD FAITH BUT
WITHOUT RESPONSIBILITY ON BEHALF OF THE BOSNIA BUSINESS ASSISTANCE CENTER OR ITS
CONSULTANTS AS TO THE VERACITY OF STATEMENTS MADE 8Y THE COMPANY'S MANAGEMENT AND
‘REPORTED iN THIS DOCUMENT.
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Oats Entry Worksheet

B8AC
&FYY) {104 3% 3,153 4,149
COMPANY. NATRON 1925 1596 1937 1998 1599
0 1071 Actual WiActuit | HIEsumate | Telal ¥
CSiCE oA Y55 s %S | Om %Sis 1 DM T ysig oM %Sis oM YSls O VST
INCOME STATEMENT ITEMS
Enter Vatyes In OM 000 .
SALES Sales Growth Rile> 132% e
e | Fager [} 3% 132 [X11 555 ] 10.5% 127 8% 19,224
fem 2 Bag% 548 WINE 144 35%] 18] M2% 2920 325% 3N
namd Carqt0drd Packages 1653 €3%) 161 SoAR]  2.833] 439% 442 $0.0% 13.282
ngm 4 Pager 10 b4 Fnishad 5% A% 264 8% 426 156% £90 T.A% £s7
nem § SenncesPrnling 250 6 5%, 17 L1 S IS 09% 70 a8% 136
gm B Spacial Purpose Priducts 303 209% ar 12% 3r. 4%
Tolsi Sales 3439 3307 5689 [X}13 w20
COSTOF GOODS STUO 454 _ )
Ouact Lador 191 285% 78] 22a%  saep[ 20§%] 2060 23.2% 4003 1 0%Rt 332 116% asnf SigH]
. ol Hotas - 751 g 433} [EF] dow[ 138 40% [ %] 38|
Rgw Ma18038 GrE|  23FA]__ 754] 248K 1684] 29E%] eT8 27.9% issin] Gawl was (1IR) e T
Tanspamason 3| ean] i 04% ] 0% k1 0.4% i os% wal ds% 151 g%l
Total Variable COGS 1,692 269% 1,526 W76% 3048 536% 4S5 51.4% 12608 T SIR 20867 QAW 22410 DR
Praducbon Managemeal SFadss I £ Q1% 17 &% 27 Q5% 44 DS% ] G2% T3f a2% 7 ea%
#of Stadt 1 ] 0] 13 7% 1 5% 1¢ % [
Proavcund Facmity Erpensa 19 Q3% 142 4.6% 97| 1% Pt ] 27% T43 2% ¥ 2% 8a8 2%
Julbes FES) BO% [ 7.1% ar] s 21 7.7% 5000 134%| S.305] 134% sero] ey
Mart, Othee. Propeay Taes i o5% 10 2% 6] 13% 145 15% sse[ 1en] T 633 16% erey  16%)
Sl Fiad COGS 762 6 8% 6 14.8% €37 112% 1,11 125% B ALY 173% B2 173% 231y TN
Total OGS 12%9% 7% 2,002 624% 2685 E4BN 5687 618% 26257 T0&% 273 704% 19T NN
GROSS MARGIN 21545  §63% 1205 ATE% 2004 352% 309 51% 11,023 P9E%  1LT1Y 296%  1255)  97%
C ] sice
OPERATING EXPENSES
Sates & Markaling Expenses .
Sales Saaes & Benafs i § 0 2%, £a 1% 03] 1.8% 157 18% [ 0% 253 07% 285 o7%
narSrad 1§ 37} [ ¥ 0% 37 0% 37 0% 7
Acvertsing 5 o.3% 15 05% 0] 0a% 28 02% 407 1% aul  10% A1 16%
Other Manaling Expanss; fravel 68 e [ 2% L0 TS 136 1.5% 266 _96% 263 06% P SR
Tota? Sales & Marketing Exgense £] 2% 135 2% 183 2% 9 36% §T 24% 932 | 4% ¥ 23%
Design, Rastarch & Qavelopment )
Cesign § RO Saladas & Banefis { 4 0.1% [T 1.2% 5[ 1 a% 115 13% 185] 5% 5] 05% a5 05%
B0 512 [0 27] 27 0% 27 £0% 27 0% 27
Ower Desgn & RLD Exconses [
Total Oasign & RED Expense € 0.1% %] 1% 75 13% 15 1.3% 85 05% 197 05% 216 0.5%
Ganetal and Administrative Experseé
GAA Salprias 4 Banefis [l 20 0% 154 5% RS 449 50% ess[ 18% 638 18% Jra2| re%
*of Staf 70 155] [E5] 0% 165 0% 165 6% 165
Pigfesponat Fres [ X113 8 0% 11 Go% ¢ 0% H D 1 2% 0%
Insurance . 420]  1.1% A 1en 432 10%
“Aice Suppies, Comimncations, Ot [3] 1E%) 4] 21% sif 2% R1Y 1.3% st 1% St 13% 50 13%
warass Tares Vpo 0% H 6% 2] 6% 3 0% 2] 0.5% 1] oo% v 00%]
Tolal GAA Expenses (1] 2% 730 1% LY ] 5.1% 579 5% 1563 4%  LEAT &3% 173 4%
TOTAL SGA EXPENSES e % ‘4ds 127% 07 V0% 5013 4% 2625 T.0% 218 0% 1% 7.6%)
0P, MARGIN BEFORE DEFR. 2375 61%% 733 248% 1497 266% 2138 24.7% B38T  225% 8,938 226% 9606 227%
Oepraciation [zz3]) ssos[ TRana} wssan Wwozh 3400 50skf 13500) 362%  13yoo MEW]  13.800] MIS%
Owner incame {E 1perss) .
Othet Ingomg 734]  194% 8] wan][ T 6] % 572 6.4%
Cter Expensa B3] 222% 173 asw nid 0% 21 2.6% )
injarest Expanse - £ 0% R I AT 6 00%
Total Cuna: e omerExponsy) i 30% 55 2% (1 -19% M5 35% {573 L% (4] DA% {5 0C%
NETINCONME BEFORE TAX 1] 8%  (4170) -1390%  (68DF -1176% {10859 1224% (54600 -136%  (A788) 2% (L300 02%
Taces onlrkoma 35«.4.[ 'Tz] oax‘ g.mu] 45 8% {7408 H23% (0,809 A% 1.858)  S0% (727} A% (1540 3T%
NET INCOWE (LOSS) 1] 05% (2669  -£3I%  (4289) -TSIN  (SB50)  TAM% - (3301 Be%  (3070) -TA% @y $5%
Wame Moy Empicyed Net Pay @ N E
22 Empicyer Soial Costs Madup : ‘ . .
Payf Woker 15 1) 28 o2y 238
[FTEN 1”2 12 2 . T 22 2
Payeoll 4 Mo (00} 13 164 07 5 36
Total Empioprant ase €51 st 18 815
PayEmpioyes e LLR] 214 a1 245
W MRS 1I78% [ ™
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8BAC
COMPANY: HATRON 1993 . 1556 T a L - R TY AT
wo¥: N Aetuat iAot | saestimate | Totei¥r
seey T oM T %sis | oM YSls | OM T WSh | oM | %Ehs OM TRS | DM T WS | O T wER
BALANCE SHEETITEMS T
ASSETS
Cuwrcant Asels Cags Diayy
Casn LE) 49
aecounts Recovabia $.500/ 55) 1,559 L4
i yBniony [ 31455} rors 904 §r
Torgt Curran Assels T ) 2512
Fiead Aggals
Lang 497 | 407
Buiogs 280027 280027
€umiueg Fraturgs EQuipment 85 595 $50.1 2%
teoumiddiad Dedracialidn 247 512 6§58 537
343,621 204617
Ocher Ass#'s l 5.566] | 1507
191aL ASSETS I 609 s
LIABHITIES
e Labilities Days Cays
tecounts Paradie 9% 28 258 25
Srom Tem Oadt
Nores Payable
Acened Expgnses 51§ 479
Totad Curtant Liabiitias 1,455 m
Loag-Term Lisbitites
Dete 1 33262 N
Dent 2
TotatLong Term Dedt 33288
Eaury
Pae-ia Canuat
E quity 93876 114262
Swe Cao 60453 §4.943
Rewnad Eamngs 35,455 W1
Totas Equity 135065 13529
TOTAL LIABILITIES AND EQUITY 238603 214706 .
CHECK [ [5) B RN ;
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RATIOS and INDICATORS

' BBAC
NATRON | Peojaction Perisd. . - [ T 1SHTSICH]
1935 H2'96. |- 1997 7| 9938 [ 1899 |-
DM VALUES (090) AU D B '
Earaings before interest, Taxes, DeprdAmon (EBITDA) 2?53 o !38? | 8399 8939 G807
Net Income 19 w(4_.2~8"|'j]‘l_' (3.301) (3.068)] 2.751)
et RS BSDIE Oh B2ED
Cash from Income Statement - :‘__"_.3_.63_54___10.1‘9:_::93; 11,145
(N1 + D&A) o o
Cash Flow from Operations T UTTTRIT TSR sgsA L eaes
{Afler working capital Inve siment) SRR S R
Cash Flow from Operations afier Debt Service L TTE[TaE] 68sa esst
(Operating cash flow available for capitalinvestment) " - N
Cash batance, end of period T TTTTREB| . o05 | 34590 4,149
RATIOS o R -
EBITOA/ Interest Expense T 1466 | 2648, 18470
Cash Flow lrom Ogerations / Debt Principat Pyonts T N I X
Cash Flow from Operations / Debt Principal+Capax N 0.4 i5 .2
Receivatles Days 553 63| Bi 80180
Payables Oays ) 235 35 34 30 30
inventory Days 1,074 L 40 50, 88 .9
Sales Hnventory 63 90 8 _ L4 3.9 !
Receivables / Payables 63 g sl ERy 27
EMPLOYMENT INDICATORS T
Total Employment CEE I T T3 X S T
Net Pay / Employes L 1 27| B, s
%Change T 1376% 3% 5% %
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INCOME STATEMENT - Annual Projections

' 8BAC
NATRON 1836 Proection Perdod _
. Sid: SICK
1595 Hi-act | Ha-est | Totir 1997 ] 1958 [ 1993 |
SALES ‘ !
Papec 124 vz se8t T 19.224 1 19,405 19623
Bags 948 144" 76" 2020 AT, wsnsT A
Cargboard Packages 1659 1613 26| 4A5F U 287! s, 15781
Paper 1o ba Finished 55 watTa2g 890 TEert Trodo 1349
ServicesPrinting 256 iy TSN AR Tied s
Special Purpose Products 09 3 7 Ty T
Total Salas 3,63 3207 eS| 855 37,280 39,5511 42719
% Growth A | 131 319.1% -
€OST OF GOODS SOLD I B
Cirec Labor LTI 411 N '+ X - -3 I % Y A XU
% of Satas 26% 2% 236%| 23e% 0 11.0%] 11L.0%; T16%
Raw Matérials §ig DU T igeA | Eais. iS4 | 6481 ) WA
% of Sales 239% L% 96n| Tew 7% TR anrE
Transpotaton R B S B SN £ SO O
Fix2d COGS 262 R O = L A AR 64451 5882 1313
Total CQGS 1.294 3002 L UyEss| Eear 28,257 2R T 29002
% of Satos 3374 62. ml' 815%) 83%% (704%) TTod%) T
GROSS MARGIN 2,545 1 205 I 2004 3,709 43,023 1,713 | 12557
% of Sa'es (I YA [ W) %aw Tneul [e% wm [
OPERATING EXPENSES P S T S
Sales & Marketing Expenses I
$ales Salaries & Benefis 6 sa’ w03l W87 Tl Fegi 3
Advertising 5 R U A 1T B T
Cther Marketing Expense; Travel ] 0 215 243 E " 285
Total Saias & MarkeUng Expense 7'§“ AN ’{1‘1_'; :js___:ﬁ; -_§§T
% of Salas 2.1% ) 24%F  24%: 2.3%
Design, Research & Development & T G
Design & RBO Salaries & Benefils 1 L _'_"i'_s‘:é ;218
Other Dasipn & R8O Expenses I T D o
Total Design & R&D Expense 4 ; 196 215
% of Setes oT% L O T 5]
Génersl 3nd Administrative Expenses )
GAA Salarles & Benefits 20 65, B9 7ar
" Professional Fees 4 YT TEFUTTTTY
tosuranca . Dol st
" Office Supplies, Communications, Oth 62 A5 TR TSR
Busingss Taxes L 2 ,..szi L.
Total GAA Expenses 87 *},552"1 1,646 1742
% of Salss 2.3% R AR
TOTAL OPERATING EXPENSES 70 2,624 2774 | 2,849
% of Sales 3% TR Tonl T TIou
OP. MARGIN BEFORE DEPR, 2,378 est | 2 8398l 293!l §E07
% of Sales 61.5% 249% ) SR AT T TR #2 6‘/5[ 2%
Deprectation 22T S TEEIGEN D] Bl hw
Other IncomeNExpense) . . o
Other facome 734 LB '
Other Expense 851 113 H
Interest Expense o : o
Total Othsr lncome/{Expanss) i) 455, (T, T3
A I H
NET INCOME BEFORE TAX k1) A m) (6. sagp‘ 110.853) : ]3,—1'5‘95; s (4.9
% of Sales 0.6% 1300% 115601 T27 % TXED FIB%Y TR PR
Taxes on Income 2 (LS01) (2408)] (3969  (iesE) (1ay 115y
NET INCOME (LOSS) 15 {2.669), (4281} [68%0] | (3301, 1308H (2754
% of Satos 0% BT BFTROTI AR, T TR TR
memo:  EBITOA 2,958 V353V ERT T 2 EA T899 899 !‘“ 907
o LEL 2 o B CLL LA i
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BALANCESHEET-AnnuMFﬁquMns o - ' - BBAC

NATRON + v > Projactlon Poriod
) e B Lo e ‘g‘-_c_?_'.“".é' - SOPPIR
1995 Hi'fsYeEnd 5 {1897+ | 19984 - 4999

ASSETS B ) _ '

Current Assels R - 1
Cash R 188 905 3158 4.i4g
Accounts Receivable - 5900 1559 2288 68213 6,592 7,047
Inventory - 1455 0 _ 904 2800 - 8240} 10,570 | 13,000
Total Currant Assats 17.4?3 _____ ?_,5_‘!2 B 5.319_ _~ 15.358____20.321 T24,195

Fixed Assels S B R A
Land | dop D do7n C dor 407, 407 407
Buildings - 280,027 2800271260027 280,027 - 280,027 - 280,027
Furniture, Fixtutes, Equipment 580,698 580.720 | 580,720 580,720 ;} 684,020 | 589,520
Accumulaled Depreciation B475i2 656,537 | 664,513 678,013 | 691,713 | 705413
Total Fixed Asssls a2 204,617 [ 196,641 - 183,141 | 172,747 | 164,541

Other Assets UUUBBE0. 7577|9916 11833 13550 15034 .

TOTAL ASSETS' 236,609 21470871 211,933 7 210,332 206,621 | 203,770

LIABILITIES. T )

Currant Liabliitles T - | | ]
Accounts Payable C %% 298| 1680 . 2857( 2614) 2619
Short Term Debt R N
NotesPaysble B o P B
Accrued Expenses AL L 479 479 479 479
Total Current Llabilitles TRa8s T 7iT) 288 ¢ 3336 3,093 3,098

Long-Term Llabllitles - N T L ]
Debt 1 39,268 ST T I DR
Debt 2 - . | R AN S
BRFF 0 SR T S
Total Long-Term Liabilities 39,288 N 110 B33 233 (0)

Risantid o T e S

Equity S M B
Paid-In Capital . _ S : |
Equity 99876 114,262 | 114,262 -~ 114,262 | 114,262 | 114,262
State Capital 60,495 68,943 68,943 68943 | 658943 ] 68,943
Retained Earnings T 7353950 30024 26459 0 23158 20089 17,467
“Total Equity - 195,866 213,929 [ 209,664 . 206,363 | 203,294 | 200,672

Tota Liabilitles and Equity TTURIB608° 214706 | 201,938 T 210,332 | 206,621 | 203,170’
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CASH FLOW STATEMENT - Annual Projections BBAC
NATRON | %996 Projection Period
| Hi-act Hzost | [T7997 ] 1996 | 1999

Net income - (2.669)! _wgi.mn' _{(3301)] (3.068)] (2.751)
Depreciation 54241 7976 713,500 | 13,700 13,800

' S B e [ SRS P
Cash from Income Statement 7755177695 10,1991 10,632 | 11348

e ..'.:l.. -l

Working Capilal o b ) I

Receivables {4341y 669 3985 379 455

Inventory {10551 1,996 5340 [ 23301 2430

Payables (638} 1,382 1,177 {243) "5

Net Other-Assets . 2087|2399 1857 17261 1,475

Total Working Capital Change “j’@‘“ﬁ& . _10_0_0§__ 4_13'{7_’__ 4,355

Cash From Operations o 14,952 13 193 —_5._1‘{!__5_?" " 8,795
Capital Investment A 33001 5,500
Cash from Financing I T

increase in: N

Short-Term Credit I _

Long-Tefm Credit 10 B

Total New Credit L teee |

Debt Repayment: N ‘ [

Short-Term Debt T A SRS

Long-Term Debt . arr 4001 233

Tota! Debt Repayment 39288} 4 400 ; 233

| o SR IR

Equity + Pald-in Capital 22,834 o + _

Total Cash from Financing CC(EABa| T 110 0 523 | (aoo)| (233
Increasel(Decrease) in Cash NS T7I7 ] 2254  1.061
Beginning Cash-Balance . 73 49 172 888 3.143
Ending Cash Balance 49 172 8388 3,143 4,204
Discrepancy: Aclual - Calculated 1,499
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BUSINESS PLAN SUMMARY

BBAC
BUSINESS PLAN SUMMARY
| NATRON D.D.
IDU1077
l. COMPANY DESCRIPTION
Company Name: NATRON D.D. MAGLAJ
Address: Maglaj, Lijesnica b.b.
Contacts: Mr. Ibrahim Sehic
Assistant of General
Manager for
. development. :
| Telephone: 074/813-355 | Faxeiwrl] 074/813-187
Business Sector: Paper industey ]
Business Type: (1 |Retait [} Distributor ~ 4 Manufacturer [} Service
Products, Services: Manufacturing of: paper. corrugated cardboard and paper bags
. SICk 2621,2631
tegal Form of Shareholder’s Company
Enterprise: Registration Number: Ull- 34-94
Year Founded: 1951 ]
Bank Name: Priviedna banka Sargjevo
Bank Contact; Camil Klepo
Tel & Fax: 071/663-806
Length of Bank-Co. 25 years
Relationship
QWNERSHIP PROFILE .
Name Address % Ownership | Company Position
Employees 62
State 38
MANAGEMENT PROFILE
Name Address (City) % Company Position Years in
Ownership Industry
Salim lbrahimefendic - Maglaj General Manager 33
Sefkija Botonjic Maglaj Deputy General Manager 20
Mersiia Krzic Maglaj Commercial Director 21 |
| Edhem Salaka Maglaj Financial Director 32
{brahim Sehic Maglaj Assistant of General 28
' Manager for developrnenl

( See altached organization charl)
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BUSINESS PLAN SUMMARY BBAC

C.V.’s of key managers sttached,

1). 1brahimelendic Saltim
Born on 1936, graduate Technological science at Zagreb universily, Doctor's degree.

2). Sefkija Bolonjic
Born on 1952, graduate Technologicat scienca, Bachelor degrea.

3). Mersija Krzic _

Born on 1953, graduate Technologicaf science, Bachelor degree.
4) Edhem Szlaka

Born on 1935, graduate Economic science, Bachelor degree.

§) lbrahim Sehic
Born on 1941, graduate Economic science, Bachelor degree.

'“_—]13“-'



 BUSINESS PLAN SUMMARY

'BBAC

Economi¢ profie:
| ECONCMIC PROFILE
1991 - 1896 1997 . - 1998
_ estiniate projection. - ‘projéction
Revenues (DM 000) 339,974 8,896 37,280 - 139,551 T
Net Profit (after tax) 10% -8,546 (Loss) -10,638 {Loss) -10,079 (Loss)
{OM 000) )
Employees 4,605 661 816 9156
Sales: BiH (%) 19% 93% -t 66% 66%
“Krivaja” Zavidivici | "KRIVAJA
“FDS" Saralevo | Zavidovici
“SIP-KONJUH" *BORAC"
Zivinice Travnik
“KLAS" Sarajeve “UTEZIT Vitez
“UNICO-Filtesi” *FEROELEKTR
‘| Tesanj O" Sarajevo
“Agrokomerc” Velika | “FDS" Sarajevo
Kladusa “
“CORN-FLIPS”
Srebrenik
“VITEZIT' Vitez
Sales: Ex-Yugo (% & Stetes) | 74% 7% 16% - 15%
Macedonia -Croatia -Croatia -Croalia,
Slovenia *UNIVEL-KOMERC" | “UNIVEL- -Slovenia,
Croalia Varazdin KOMERC" -SR Yugoslavia
Setbia -Stovenia Varazdin :
Montenegro “VALKARTON" “GOLED" Zagreb
Logatec -Slovenia
“ALPHA-INTER" “VALKARTON®
Ljubljana Logatec
“ALPHA-INTER"
f Ljubliana
' -SR Yugoslavia
Sales: Exports % N/A V7% 19%
{ % & Countries) -ltaly  (AGNATI, -taly, -ltaly,
FISCHEBI,FURL -Auyslria -Austria,
ANI-TRADING) -Germany, -Germany,
-Ausliia -Hungary, --Hungary,
(PATRIJAWALD -Turkey. -Turkey.
-KOMERC)
-Germany
-Hungary
(DUNAJ-
VAROS)
-Czech
{SURPACK,SEP
AP)
-Turkey
{PERA)
- Swiss
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BUSINESS PLAN SUMMARY BBAC

. DESCRIPTION OF PROJECT

Nature of Project: £ Restart: restoralion andfor expansion of prior
productive capacity
'l Startup (new business) with experienced
management
Project Description

The firm was established in 1951 as the largest paper and cardboard manufacturer within Baikan
Peninsula and ex-Yu. While improving paper production the firm a'so developed other facilities for
paper and cardboard processing: paper formatting, culting, printing and paper-bags manufacturing.
NATRON's produclion capacities were utilized primarily for ex-Yu market which in 1991 consumed
over ninely per¢ent of fotal sales, with exporl sales 81 7% only. The firm's name became 2 Trade-Mark
as paper for bags was named “Naifron Paper”. in 1981 annual revenue was DM 340Mill and the
company employed 4,600 workers,

The facility {s localed in the town of Maglaj, about 100 km north of Sarajevo on the main highway
Sarajevo-Zenica-Doboj-Zagreb. All equipment and ulilities (power and watér supply) are within the
facility complex. The majority of the equipment is old (1950, 1963, 1970), but in fair condition. Since -
established the firrm did two major overhauls of the equipment: in 1980 and 1990. In 1920 all
environmenlal protection equipment was installed.

Starting in the pre-war year, most of their customers were experiencing production and cash flow
problems , thus the company started to barler trade, getting raw-materials and wide variety of other -

 commodities in exchange for paper products. Thanks to this fact the firm had raw-material to maintain
low-tevel production to keep machines operating, and other commodities {foed) for supporiing Army of
BiH and public kitchens of municipality of Maglaj during the war.

n 1996 the firm restarted production of paper, corrugated cardboard, and paper bags bringing annual
sales at DM 8,9 Mill, less than 3% of pre-war sales. For 1997 they plan to reach 10% of pre-war
revenue, if they can rise funds lo overcome lack of working capital. With this project the firm is
seeking funds for working capitalfraw-materialipulp and salaries only, in order to restarl a part of the
production. The firm does not intend to restart with production of pulp, although it has capacities for it.
For restarting with production of pulp the company will be required to raise approximately DM 15.0
million. The company would seek joint venlure or equity financing for these funds.

Project Implementation Schedule

The firr will start operations 30 days after loan funding. Employment will start immedialely afler the
foan approval,

- 115—



BUSINESS PLAN SUMMARY ; ' BBAC

Sources and Uses of Funds

USES OF FUNDS
Major Equipment, Buildings | List _ ] Value
Tolal Major Equipment 0
Facilities (Expansion, Repair)
Tolal Facilities 0
Working Capital _
1. Raw-malerialicellulose DM 854,520
2. Sataries DM 145,480
o _ Total Working Capital DM 1,000,000
Total Uses of Funds :

DM 1,000,000
SOURCES OF FUNDS : '
Owners/Managers Cash

Investment - : -
Loans BRFF DM 1,000,000
- Tolal Loans OM 1,000,000
Equity C '
Total Equity _
Yolal Sources of Funds T DM 1,000,000

NQFMQ_SQUMS_QM_Q&QLM

~The firm will purchase raw malerial/celiulose al foreign market (Slovakia-Surpak), and waste paper
and coal from the local market, proforma-invoices altached.

Description of Assels Contribufed?Prior Investment in Projec

NIA

Collateral Descriplion

Asset Dascription ' Book Value Markel Value
Equipment " | Paper bag machine . DM 1,699,000
Totaf . DM 1,699,000

Nole; Paper bag machine offered by the firm as collaleral is of Japanese origin, produced in 1989,
with capacity to manufaclure various kinds of paper bags at 130 pieces per minute of double-layered
bags and 200 pieces per minute of single-layered bags. The market value of collateral was determined
by the firm’s appraiser team, report attached.
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Other Guarantees or Security (if any}
The firm can offer other collateral, if necessary.

Loan Structure and Repaymenl Plan (lis each loag separately)

The firrm Intends to repay the foan 2t BRFF lerms. The financial ptan reflects the proceeds of the loan
to be received in January 1997 and the repayment to start one month fater.

. MARKET AND MARKETING

Qverali Markel/Customer Base Descriplion and Growth Assessment

As stated earier, NATRON was sized to cover ex-Yu market needs in paper and paper producls.
There are several groups of consumersfcustomers for their products at domestic market:

» Producers of bulky consumer products such as: sugar, delergents, cement, wheat, are using the
company's bags for packing.

+  Manufacturers of different buiky cormmeodities such as furniture, kitchen appliances and others.
+  Printing mills, paper-packages producers and olhers.

The firm has {ong-term refated customers from pre-war time throughout BiH and ex-Yu. They expect
with further political and economic development in the area to enter other markets, Republica Serbska,
Serbia and Monte Negro, and to regain former customers.

One third of paper production is used In the preduction of paper bags and corrugated cardboard, one
third of paper production is sold in the BiH market, and one third of paper production is exported.
Along with the economic recovery of the region. the company expecls thal the paper consumption in
the domestic markel wiil grow, same as the export markel. They conlinuously survey the market for
their products in order te target potential customers. Graphic representation of the Natron's paper
realization ajlached.

Company’s Posilion in the Markel {Domestic and Exgori)

NATRON has a strong marketing position in domestic market, as the only paper and cardboard
producer in F/BiH. The company is lrying to position itself In the export market as it was isolated during
the war. Efforts has been made to come hack in Ex-Yu republic markets as the greatest market for
Natrons® products. The cotnpany is activily exploring Weslern European markets in which it exported
before, and how to be able to regain their former {raditional buyers _
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' BUSINESS PLAN SUMMARY BBAC
Key. Cuslomers and Sales Channefs (Actual and Planned):
Key Customer or Channel Product % of Sales
Krivaja Zavidovicl - Furnitura 15
FOS Saraevo Cigareite 15
SIP Konjuh Zivinice Furniture 10
Klas Sarajevo Consumer goods 10
Unico filteri Tesan] Car-spare paris 7
Agrokomerc Velika Kladusa | Consumer goods 5
Corn-Flips Srebrenik Consu'm_er goods 5
ASTRO Sarajevo Soaps and 5
detergents
Sarajevska pivara Bear 5
Vispak Visoke ~ Consumer goods 5
Peradarstvo QOrasje £ggs 5
Vitezit Vilez Special purpose 4
producls
Helios Banovici Stoves 3
FD Mostar Cigaretfés 3
Discussion;
The company does not have any customer partidpating in total sales more then 20%.
" The firm has execuled some Lelters of Intend with their former buyers. The following liél identifies
customers who have executed Letlers of Intent and/or expressed strong verbal committs.
Buyer Product Paper Corrugaled
ton/monthly cardboard
{on/monthly
1. Krivaja, Zavidovici Furniture 80 150 i
2. Borac, Travnik Textie-ready made 75 -
clothes
3. Vitezit, Vitez Special purpose - 10
products
4. Feroelekiro, Sarajevo Trade-exporler 50 -
5. Alpha-Inter, Ljubljana, Siovenia Trade-exporter 60 -
6. FDS, Sarajevo _ Cigaretle 170 -
7. Valkarton, Logatec, Slovenia Cardboard producér' 340 -
8. Univel-Komerc, Varazdin, Croalia Tradé-expoder- 110 -
9.Goled, Zagreb, Croalia Trade-exporter 30 -
Total: 915 260
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Maka Praclices and Plans; Advertising

Sales are organized through the Commercial and Marketing Deparlment with separate units for
Marketing, Purchaseing, Import/Export and Transport. The firm has well organized cooperation with
dorneslic lrading companies as FEROELEKTRO-Sarajevo, and Alfa-Inter-Ljubljana, Slovenia, Univel-
Komerc-Varazdin, Croatia through which it is currently selling part of it's production program.

The company adverlises in various media introducing it's products. They try to organize sales through
sales agents and representalives abroad as it was organized in pre-war time,

" Discussion of Compelition; Compelitive Advantaaes of the Company
There is no other local producer, therefore competition in the domestic market Is from abroad.
imperted goods carry high costs due to import duties and transportation. Therefore, the company
enjoys a price advantage when compared to imporled products. Al the foteign market the situation is
quile different as most of these countries have paper production on their own. In Croatia it is
"BELISCE", in Slovenia “VALKARTON", and "DUNAJVAROS" in Hungary. Beside, there are other
producers from the world markel. The company must follow business stralegies of it's comgpetitors,
priceing, quality, delivery, to keep and improve it's market position. The “Natron” trademark has value
in the export market. It carries with it a reputation of quality and timely delivery.

Receivable and Colfecti

The company’s payment terrs depends on the contract value and the buyer to whom the fi rm salls.
Therefore terms range from cash on delivery to 90 days recejvable. :

The firm's recelvable balance: 06/30/1996
Description Amount DM Remark
Pre-war receivable, ex-Yu 938,611 This amount is receivable from pre-war sales activities

within ex-Yu. Due to unregulaled accounting system
the firm has to state this receivable, butitis
uncoliectable.

Government war debt 3,058,789 The firm is trealing this receivable as curreatly

' uncollectable , as F/BiH Army and Logistic distributive
center of Maglaj Municipality are not in position lo pay
these debls in the near fulure.

Current receivable 1,500,000 Qul of thlé amount the firm has collected DM 8'00.000
by the end of the 1896, expecting to collect the
batance within the next 80 days.

Total: | 5,497,400
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1V. OPERATIONS
Mﬁiﬁd@i&ﬂavmmieimrgmmmmm

The firm has invenlory on 08/30/1838 in amount of DM 13,798, 000 consisting of raw-material, and
finished goods.

Inventory on 06/30/1996

Description - | Amount DM - | Remark

Finished goods 13,696,260 - | Qut of this inventory the firm can

' : use paper in amount of DM
80G,000, the rest is useless due
to war damage.

Raw-material 103.597 The firm has no main raw

' malerial for it's production/pulp.
This small balance consists of
fuel and chemicals,

Total: | 13,799,857

Breakdown on raw-material nventory on 06/30/1996:

Description Total valire DM

1.Coal, ¢, gas 31,984

2. Chemicals 71,613
Total: 103.897

The firm has inventory according semiannual income slatement In amount of DM 13,799,857, Part of
this inventory are inventory of finished goods, and it's amount is OM 13,696,260. The finished goods
inventory belongs to pre-war time production and it is worthless, and can not be recycled. These
products are ruined by the moisture and long keeping in stock houses, so the firm can not sell or use
them. The stock house where lhe factory has been keeping the majority of these finished goods
inventory was damaged during the war, therefore it has became inappropriate for keeplng them. The
calculating system and bookkeeping laws are the only reason why the company keep them on their
books. Oul of this amount is paper mventory of DM 800,000. The firm will use this paper in production
process. The other part of inventory is inventory of finished goods and it amounts to DM 103,597,

~ For the production planed by this progiam main raw material is cellulose and waste paper The wasle
paper the firm wilt purchase at local market, and cellulose from abroad, actually from Sfovakia. The
secondary raw materiall coal, fuel, and the consumable repairing parts of equipment the firm will
purchase at the local market. Because of the well known political probiems here in Bosnia, lransport
becomes a limiting factor in factories aclivities either they try to purchase raw materials or to sell their
products. Therefore transport costs increase prices of Natrons® products too. How 1o be able to reduce
transport costs the firm try lo organize double-tour ransport. Actuzlly, the firm convey at every
direction some goods/ products paper and cardboard to their buyers, and raw materials for itself on
return. Purchasing of raw material is also limited by financial sitvation of the firm,
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Ulilities
They éiready have Installed all infrastructure which Is necessary for the produclion process, in faclory
area, and all of them are connecled In technological line. The firm has power station equipped with

above mentioned equiprnent, providing electrical energy, and there is no risk to be in deficit of energy.
They also have process-water station of capacily thal overcome thelr necessity for water.

Major Vendors: Payables and Payments

. Name Supplierof . . - | % of Tofal Purchases
SURPACK-Slovakia ~ Cellulose . 70%
Rusia _ Celiulose 10%
Bulgary _ Cellulose : 10%
I Ukrajina Celivlose 10%
D.0.OBNOVA-Zenica Wasle-paper 50%
Coat-mine Tuzla Coal ' 50%
Coal-mine Zenica Coal ' 50%

Discussion:

Due to problems with rail-transport, the company expects that the cost of transport {road transport) of
raw-material will seriously increase i's price.

Descriotion of Business and Factory Premises: Thelr Adequacy. Expansion Plens (i any)

Facility, technological equipment, and ulility premises (power slation and waler providing slation} are
~ within the same area. Technological equipment is in good condition, due to last two reconstruction’s
done by factory in 19980 and 1990. .
For producing eleclrical energy the firm has equapmeni as follows: keltle (coal), two electrical
generators, and installation that belongs lo power station. Although the equipment was produced in
1953 by the German producer "Simens-Schucker” , all of the equipment Is in good condition.
The firm has water station for providing process water of capacity that overcomes necessity for paper
producing process.

For pfoducirig their products paper and cardboard the factory has machines as follows:
1. Wasle-paper line, made by “Beloit” In 1971, is of capacily 150 lons/day.

2. Paper machine/PM-3, made by "ER-WE-PA" in 1862 and reconstructed in 1984, is of capacity 25
tonsfday. For producing paper on this machine as a main raw material are used celiulose fibers,
On this machine are produced following kinds of paper such as are : “Fluting” 112 gr/m2, "Srenc”
120gr/m2, and “JSG-OPN" 100-120 gr/m2.

" 3. Paper machine/PM-5, made by “Karistad® in 1985, Is of capacity 25-30 tons/day. For producing .
. paper on this machine as a main raw material are used waste-paper fibérs, This machine is used
for producing verious kind$ of papers as follows: “JSG” 40 gr,60 gr, 80 gr, 100 gr, 120 grim2,
“JSG-OPN" 50 gr,70 gr,90 grim2, “NKL" 120 gr,150 grinm2, Crape-paper 70 gr, 108 gr, 120 gr/im2.

4. - Machine for producing corrugated cardboard, made by 'Konrad—Strobl" in 1965 and reconstructed
in 1980, is of capacity 24 lons!day

The faclc:r}.l premises are in Magla], F/BH. Al mfraslructure energy and production facilities are within
“one area. The firm does not intend any extension of the facilities in near future,
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Labor Supply. Adequacy. Skilis Needed & Tralning

NATRON is the largest employer in Maglaj municipalily, Over the past 45 years of operations the firm
has been able to attract high caliber engineers and skilled technological workers. As noted before, the
dislocalion caused by civil strife and war in Bit has forced the firm to reduce it’'s labour force in past
five years. Most of the workers are eager to return to the firm and resume thelr jobs. The factory has a
good qualification structure of the employees, but for the activities planed by this program, they will
need them to be retrained including computer and marketing skitls.

Hiring Plans (specify. numbers, timing, calegory)

Estimated breakdown of new employees:

- Total ' 254
Dernob'hzed (ma!e) soldiers 170
Women 84
Refugees
Former employees not included above
Others
Discussion:

Al the present time the firm has 2,080 employees in the books, of the tota! 661 employees are
currently considered full time workers. In 1995 only 358 employees were st work and its average net
salary for work fult time was only 15 DM. In 1996 in order to restart production of paper and corrugated
cardboard the firm selecled working force, looking after high skilled and hard working ones, and
employed a tolal of 661 employees and its average nel salary is projected to be for the 1996 in amount
of 211 DM.

With this project the fism will bring back at full lime job 254 employees currenlly at home, at net satary
level of DM/monthly 217. Therefor, employment will total 915, sufficient for the firm's future operations
ptaned by this program

The balance of 1,165 employees still remalin at home, and at this moment it is difficult to estimate
when Natron will be able to bring back them al full time job.

Costs and Pricing: Planned Adjustments

The firm's previous business slrategy was monopoly-priced paper and cardboard products, as they
were the greatest producer of paper, and the only producer of Nalron-paper at the local market angd
Balkan area. Due lo state protection measures/ quotas and high custom duties on imported paper
products they could seli their products under higher prices. As the firm was isolated during the war it
lost their previous market in Ex-Yugo, where they exporled more then 81% of sales, At the present
time the firm intends to regain their old customers by reducing prices and providing better lerms of
payment, At the local market it is being done easily, because of high transport costs and custom duties
for imported paper, but at the foreign marke! they expecl more problems have 1o be solved such as:
design, package, diversification of producing program.
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V. FINANCIAL ISSUES

Discussion of *NonPerforming” Balance Sheel ltems (if any):

id Long Term Debt:
The firm has 37 fong term loans in total amount of DM38,288,000. The loans has been used in
1983 for reconstruction of o'd producing line and for ptirchasing of environmental equipment. All
of these loans are from (orelgn sources disbursed throtigh banks from Former Yugostavia, and the
firm is not tepaying loans and interesl. The firm's last repayment was on 30/03/92 These
obligation currently remains unresolved and subject to fulure political settlerent.
Old / Uncollectible Receivables:
There are three groups of uncoliectable receivables on 30/06/ 1996.

-Pre-war time receivable are in amount of DM 938,611, for the goods delivered to ex-yu buyers,
and the firm does not expect to collect them In néar fulure.

-War-lime receivable are in amount of DM 3,058,789, and the firm is not sure about possibility of

" collecting them in the following years. War time the company delivered goods to BH Army, and for

supporling citizens of Maglaj municipality.

-Receivable from current operations are in amount of DM 1,500,000. Part of this receivable the
firm has already collected, but collecting the rest of receivable will be difficult because of buyers’
financial problems.

OMNd Payables:

The firm's payablé are in amount of DM 1,234,990, for goods received from ex-Yu suppliers, and
the firm is not going to pay for this amount in the near term.

Oid 7 Un-usable Invenlory:

On 06/30/1996 the firm's finished goods inventory stand at DM 13,696,260. Qut of this amount
only DM 800,000 of pre-war produced paper, could be used for further production process. The
rest of the goods In amount of DM 12,896,260, are pre-war produced goods, which are worthless.
These products were inappropriately kept and ruined by the moislure during the war. The
accounting system and law determine slatements of this amount in the batance sheel. The
inventory of raw material are useless too, because it is inappropriate for the production of paper.
They need cellulose for production, but on their stocks they have coal, fuel, chemicals.

Fixed Assels:

The fixed assels of the company far exceed the current production requirements. Thus the
depreciation expense is a significant expense burden in the operating statement lotal, 35% of
sates. During the privalization process, the company will segregate these fixed assets into
passive, neutral and aclive calegories. This will help to reduce the depreciation expense,
however, itis still expecled to be very high given that the company will be operaling at 10%
capacily,
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BUSINESS PLAN SUMMARY

BBAC
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REDIT‘HISTOR
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£id :E.‘x ;’-“'

qon R e
Lender o Dﬂewﬁa %}gf\%g %g,?g -e,.‘f’.. ;é g %%ﬁ %ﬁa‘r‘aﬁg
AR DMBSY s ol fﬁ«ez“rz FaxPN e “w@:%ﬁﬁ ;*,«.’.3; FeHER
Privredna banka | 50,000 24!0911996 14/10/19986 Worksng
Sarajevo"’ capital-
Salary
Municipality * 10,000 23/09/1996 | 27/09/1996 Salary
Maglaj
20,000 17/10/1996 | 18/10/96 & 21/10/96 Salary
10,000 26/12/1896 | 06/01/1997 Salary
Privredna banka { 60,000 23/10/1996 | 14/11/1996 Salary
Sarajevo - .
Privredna banka | 100,000 2011171996 { 1811219986 Salary
Sarajevo
Priviedna banka | 100,000 23/12/1996 | 23/01/1997 Salary
| Sargjevo

*Note 1. The firm uses short term loans from Sarajevska banka for workmg capital (salaries) at annual
interest rate of 30 % and 30 days repayment. As of 12/31/96, there are two loans {otaling DM 110,000,
and the repayment date for both loans is in January 1997.

RISK ASSESSMENT
¢ Market:

The local market for Nalron's products comprising of various branches of industries
especially: furniture producers, consumer goods producers, cigarettes producers, concrete
producers, and of producers of whatever kind of products that have to be packaged. As these
branches of industries will expand their business aclivities, Natron will follow their necessities
for packaging material. With gradual reviva! of the lacal economy, demand from the domestic
customers is likely to grow stronger. The speed at which NATRON will be able to return o pre-
war level of business is difficult o estimate at this time. However, itis certain that, the firm,
being the only producer of paper and cardboard package, will be sought after by the
numerous industial and other organizalions in F/BH, as they reslar or expand their

© produclive capacities.

At the foreign markel Nalron could achleve certain results only if it's products would be of
high tevel of quality and of the competitive price. Only with restarling of it's own pulp
production for what this firm has capacity, their products coutld be produced and sold at
competitive prices.
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BUSINESS PLAN SUMMARY BBAC

«  Managemen!

Altkey managers of the firm have extensive experience in the industry (see atlached
CVs). Each of them has worked In various capacities and with growing responsibilities
at the firm. Their cumutative knowledge in various aspects of the fism's business, is
extensive,

»  Technology

The technology employed by NATRON relates to production of pulp, paper, and
corrugated cardboard. The company’s technical facilities are about 20-30 years old,
but still in gooed cendition, due to last two reconstruction’s done by faclory in 1980 and
1980. -

e Labor Supply;

As discussed earlier, the firm has buill up a pool of highly trained technical workérs
with experience in paper and cardboard production, and in marketing and in selling of
their products. No difficulties are expected in attracling workers in future.

. Maledials Supply:

Material used for production of paper/pulp is imported from suppliers in Slovekia, with
whom the firm has long working relationship. Substitution by using locally produced
material is possible if the firm start to produce pulp by itself, but for restarting
production of pulp they need more monsy then could be provide by BRFF funds.

¢ Finan

With the avaitability of working capilat at a reasonable cost, the firm will be able to

* expand paper production in this year and build up its working capital base that has -
been severely depleted during war years. Although the firm does not ask money for '
capital investments, it does not mean thal lhey don tneed them. -

Vi.  OTHERISSUES

Environmenial Compliance

The factory was reconstructed and modernized in 1990, and with this reconstruction major of
environmental problems were solved too. Restarting process of production, also the environmental
equipment will be pulin function. Therefore, the produchon planed to be restarted with this project will
not have any bad environmental impact.

Health or Safely Hazards Issues

- After the greal reconstruction of the firm, no bad lmpact willbe on worker s heaith

Regulatory Restrictions (Qomestic frade or Exporis)

There are no restrictions al the local market in selfing these products, but some restrictionsf quotas,
custom dulies/ could be expected at the foreign market.
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BUSINESS PLAN SUMMARY

Other RisksAissues;

BBAC

As a Note to the financlal model done by the BBAC itis very important {o undertine that participation of
amortization in total sates for 1997 is more then 50%. There are two reasons. The first one is low level
of capacity's using, and the second one is calculating system of amortization, where the firmy must
calculate amortization also on fixed assets who are not Inicluded in production process. Therefore
Natron must calculate amortizalion on some assels like (sladium, one part of the road which connect

factory and Municipality). When we adjust all of these assets who are actually not included in

production pracess we provide more realistic piclure of Nalron's buslness. Please, follow next table:

Asset . {DMW) " (DM) ~ {DM) . {DM) ({DM)
Description Gross Asset | Accumulated | Net Book Value | Depreciation | Depreciation
Value Deapreciation _ . Expense . Expense
As Of 30/06/96 As Of AS Of 30/06/96 {Monthly) {Annual)
. 30106796 : _ _
Facilitiesfiolal 280,027,261 127,447,161 162,680,100 686,000 © 8,234,000
Equipmentolal 580,719,977 529,089,896 51,630,081 488,000 5.854,000
TOTAL 860,747,238 | 656,537,057 204,210,181 1,174,000 14.088.000
Fixed Assels
Included In
Production . ; ) _
Facilities 107,635,820 48,995,820 68,640,000 489,000 5,868,000
| Equipmenl 290,960,830 265,093,830 25,867,000 216,000 2,592,000
TOTAL 398,596,650 | 314,088,650 84,507,000 705,000 8.460.000

*"MONTHLY SALES GRAPHIC PRESENTATION", Page 24 of Nalron'S business plan shows monthly
sales in fons, percentages and value. It also shows contents of finished products, sales, domestic
safes, and export. In order {0 explain graphic presentation of the Natron’s realization of the paper we
are noting as lollows: The firm is presenting three kinds of their sales oulput. Tha first one is sales of
paper on domestic market and it's abbreviation Is DT, the second one is sales of paper on export
markel and abbreviation is ST, and the third one is realization of the paper within factory/ using paper
as a raw material for producing corrugated cardboard, and it's abbreviation is VP,

Production schedule by year:

froduct 1995 1996 - 1997
Units/Unit cosl Units/Unit cost UnitsfUnit cost
Paper (kg) 122.000 691.000 14.784.000
0,33 DM/kg 0,67 DM/kg 0.77 DM/kg
Cardboard 863.000 2.080.000 8.040.000
package (kg) 0.81 DMikg 1.37 DM/xg 1.13 DMW/kg
Bags {pieces) 1.485.000 4.495.000 5.376.000
0,22 DM/kg 0,42 DM/kg - 0.68 DM/kg
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BUSINESS PLAN SUMMARY : BBAC

THE INFORMATION CONTAINED IN THIS PROFILE WAS DEVELOPED BY THE BOSNIA
BUSINESS ASSISTANCE CENTER FROM CONVERSATIONS WITH MANAGEMENT OF THE
COMPANY REPORTED IN THIS DOCUMENT, A REVIEW OF RECORDS AND
DOCUMENTATION PROVIDED BY THE COMPANY AND OR CONVERSATIONS WITH THEIR
BANKFERS. THE INFORMATION CONTAINED IN THIS PROFILE IS A BEST EFFORTS
COMPILATION UNDERTAKEN WITHOUT AUDIT AND IS SUBMITTED IN GOOD FAITH BUT
WITHOUT RESPONSIBILITY ON BEHALF OF THE BOSNIA BUSINESS ASSISTANCE CENTER
OR I'TS CONSULTANTS AS TO THE VERACITY OF STATEMENTS MADE BY THE COMPANY'S
MANAGEMENT AND REPORTED IN THIS DOCUMENT.
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THE WORLO BANI/IFC/M.LG.A.

OFFICE MEMORANDUM

“OATE:

O

FRCM;

EXTENSICN,

SUBJECT:

November 13, 159§
Messrs, Peterﬁi{zmha’w (IENIM); Khosrow Zamani (CEMDI)
Donald Brown, Consuitant

32429, Room G2.053

' BOSNIA & HERZEGOVINA - Poteatial Industrial Prolects

1. The purpose of this note¢ is to assist you in JFC's project identification
raission to Bosnia in lete November . The information is extracted from my draf report
based on my trip to Bosnia in October 1996. The full draft report will be ready by the end
of November, but [ may need {0 revisit the future work program recommendations after
your return, depending on the scope of IFC’s proposed work program, (Peter, my
mission to China is delayed until the second half of January, so I will need comments back
from you and TDA by mid Decemnber, so that I can complete my final report by end
December.)

2, A summary of the potential project components is given in ths attached
tables indicating those that might be suitable under the Bank's PRGF and a longer list that
could be considered by IFC (The longer list includes the PRGF list). Beyond these lists
are several additioral projects both in the Tuzla enterprises and elsewhere in Bosnia that
wauld appear more likely to materialize in the medijum to longer term but wiil Tequire
substantial and vety critical work before they could be seriously praposed for support.
This latter group Include the steel and aluminum industries that might be able to restart a
portion of their facilities (but I did not cover this latter list in my recent mission) Coke
production, TDI and NH3 producuon also fall in this category.

3. While the PRGF is h:ghly likely to be a valusble tool for Bosnia, its size
and design will keep it from making 2 sighificant contribution to resuscitation of the two
Tuzla enterprises. As Petet indicated, the PRGF would target, at most, one component
each from KHK and SODASO. The main limitations are;

(1)  PRGF does not directly provide financing;

(2)  its size will keep it from reaching medium sized projects; and

(3) it cannot put too ruch support into any one region
4, A fair assumption would be for the IFC exercise to complement the PRGF

but also to extend coverage to larger operations as well as provide an additional catalyst
for attracting other forelgn saurces of financing.
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2

5. - For the two Tuzla enterprises - SODASO HOLDING and KHK - the |
overwhelming need is for short/medium term financing for permanent working capital plus
some equiprnent replacement. For the high priority companents very little addmonal
feasibility work is needed. In most cases, further project level work is limited to 2
financial analysiz.of viability at low operaling rates, considening the main constraints of rail
transport and markets; #nd the preparation of well documented project profiles that could
be used as the basis for attracting potential foreign participants, .

6. However, if an aggregate approach is considered then 2 delivery
mechanism for such funding would be needed and that preparation work would likely take
considerably more effort and possibly more risk.

7. Limiting the short term financing to those components that could be
considered high return, low risk then the level of high priority financing needs of the two
enterprises would be on the order of :

KHK DM 10-12 million
SODASO DM 15-20 million
as shown in the attached tables.

8. Preparation work should optimize the use of local resovrces; within the -
enterprises themselves who are generally competent, local consudtants and by using the
resources of Bosoia Business Assistance Center (BBAC), a Sargjevo based entity funded
by USAID. The additional work would expand the scope of BBAC's current work
program, but 1 believe if they had additional funding support they would be quite willing
to take on more activities. I suggest that you contact David King at 8BAC at 665 - 770
during your stay in Sarajevo to explore this option.

Attachment

cc:  Messrs. P. van der Veen, G. Thompson
Ms. Ann Liea (_USTDA, Washington, D.C.)
ECAISC, IENIM Files, IFC Information Center

DBbrown:ms
{m:boseia\besletl.doc)
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BOSNIA AND HERZEGOVINA

FEDERATION OF BOSNIA AND HERZEGOVINA
TUZLA - PODRINJE CANTON

Ministry of Reconstruction, Development and Enterprise

TUZLA -
PODRINJE CANTON

(PRIMARY INFORMATION)

Tuzla, May 1997
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TUZLA - PODRINJE CANTON

(primary inforination)

INTRODUCTION

With Dayton Agreemenl was established Federation of Bosnia and Herzegovina intemal
organization of 10 cantons.

Tuzla-Podrinje Canton covers the area of North-Eastern Bosaia and Herzegovina and is one of
the biggest cantons in Bosnia and Herzegovina.

Tuzla-Pedrinje Canton is one of the most importaht economic centers in Bosnia and Herzegovina.
Development carviers so far were mining, energy, chemical industry, wood processing
accompanied by other industrial branches.

During the war, many industrial sztes were either destroyed or partly damaged slthough energy
‘system: was maintained and production capacitics and material goods were preserved.

Necessary and possible level of exploitation and finalization of significant raw materials resources -
in the Canton, the basis of an earliec development, was not reached as final producers by now
realized 42% of industry commumnal product.

The Cauton economy employs around 42.000 people, currently working 25.000 people (60%).

1. CURRENT SITUATION AND POTENTIALS OF TUZLA-PODRINJE CANTON
ECONOMY

Current sitvation in the economy is as following;

L1. MINING INDUSTRY AND ENERGY -

Installed capacities in TE Tuzla are 784 MW, and utilization of capacities in the last year was
around 17%. For revitalization of machinery is needed to provide 61.578.150 DM.

Before the war, output from: mines was around 9.000.000 tops annually, 5.600.000 t of lignite and
3.460.000 t of dark coals. In 1996 was vealized production of 1.413.170 tons and plan for this
year is around 2.800.000 tons. Number of employees is 11.100, currently working 6.300. Means
required for re-stmcturing the production are 70.000.000 DM, Rock-salt production before the
war was moving up to 150.000 tons per year aud salt-water 2.500.000 m3/per year, while in
1996 was realized 11.360 tous of rack-salt and 66.516 m3 of salt water. Means required for
operating new mine “Tetima”are around 12.400.000 DM and would solve ecological problems of
Tuzla city.

1.2. CHEMICAL INDUSTRY

The Canton chemical tndustry is of a base character, developed on the basis of raw material
resources in this region {coal, salt, quariz sand, limestone...) and is therefore our technical and
technological term of reference, not ouly because of hundred-year old tradition and developed
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technical profile and science teaching infrastructure, bul because of strategically important
products demanded by world market. Two large systems are in this industry: Holdiog “Soda-So”
and “Koksuo-hem1_|sk| kombinat” Lukavac (KHK).

Ho!ding “Soda-So” employs around 4,100 people, currently working around 50% and utilization
of capacities in 1996 was around 5%. Before the war 90% of production was produced for
foreign market (salt, Polyurethaue, Chlorine, Hel, TDI, detergents etc.). Means required for re-
operating are 25.000.000 DM.

KHK capacities were 1.500.000 tons per year of coke with by-products of coke: coke gas, pelrol,
tar, AMK, KAN etc. It emiploys around 2.250 people, currently workiag 550. Total re-operating
requires around 17.500.000 DM, market placing provided. For re-operating is also essential to
provide safe railway transport.

1.3. WOOD-PROCESSING INDUSTRY

Developed in ntost mummpahues of Tuzla-Podrinje Canton where 42% of areas is wood. Before
the war, most of these compames were also exporting abroad. Utilization of capacities in 1996
was around 30%. In this year is employed around 3.100, currently working around 80%. Most
companies require modernization of their equipments.

1.4. METAL AND ELECTRICAL INDUSTRY

The companies in this branch are represented in all Cantonal municipatities. Most of them have
marketed their preducts for needs of mining, energy, chemical industry, civil engineering and pant
- was marketed for export. In this branch is employed around 5.150 people, currently working
68%. Utilization of capacities diffecs from company to company from 10-80%. The condition for
production growth is re-operating big systems and modermization of preduction equipments.

1.5. CONSTRUCTION MATERIALS INDUSTRY AND CIVIL ENGINEERING

Sufficient reserves were determined in the Cantonal regions upon which capacities were built for
production of construction material {cement, siporex, bricks tiles, conceete blocks, marble and
asbestos threads). Utilization of capacities in 1996 was around 50%, and active employment
around 70%. Total number of employed is €.400 people. The condition for growth of capacity
utilization is export to the intemational market,

1.6. FOOTWEAR AND TEXTILE INDUSTRY

The companies in this branch are represented in most of Cantonal municipalities. Before the war,
most of these companies were working for export and coutinued so but in a smaller scale. In tus

branch is employed around 5.800 people, currently working 71%. Utitization of capacities is

around 50%. existing factories should be modemized with new technology, and adjusted to new

trend of world wide fashion and markel needs.
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1.7 AGRICULTURE

Tuzla-Podrinje Cantoni has 34% of total Federation agricultural land. According to statistics from
1996, Tuzla-Pedrinje Canton  disposes with around 286 902 ha. of land. Qut of that, 140 h i.e.
49% is agricultural faud, and of that land, 130 518 hai.c. 93% is cultivated while 7% i.e. 9622 are
grasslands, ponds and reeds

~Out of total cultivated land on TPC around 90% is iu a private ownership and 10% iv a state -
property, and aré mostly areas of agricultural co-operatives (ZZ} and socially owned farms (PD).
Socially owned farms (PD) existing on this Canton are: PD “Spreca” Kalesija -with total
agricuftural land of 4500 ha atd milch cows farm capacity 1300 cows of Holstein breed, PD
- “Posavina” with total land of 2700 bha. Stgmﬁcant quantities of industrial forage crops {wheat,
com, ‘oats, barley, soya beans, sunflower, oil rape, lucem, etc.) are produced ob the properties of
these socially owned farins. There are 33 agricultural co-operatives existing in TPC, so each
Cantonal municipality has between 1-3 agr. cooperatives (ZZ). Out of total aumber of ZZ, 9 of
them are owners of agricultural land that varies between 5-240 ha. Number of employees in ZZs
is between 8-170 full time employees. Average crops are slightly smaller than on the areas of
- socially owned farms. Fruit seed-plot in Srebrenik disposes with the area of 30 ha where every
year is produced between 80 000 and 250 000 various fruit secdlings. The laboratory for
production of Frigo seed matenal will soon start functioning,

Favorable credits for purchasing of breeding cattle, agricultural mechanization, constniction of
wini farm objects for fattening of heifers, milch cows and Jayer chicken should keep its continuity.

1.8. COMMUNICATIONS

Tuzla-Podnnje Canton has relatively favorable communicatio~ component. A few important main
bighways are through Tuza - Podrinje Canton connecting this part of Bosnia and Herzegovina
with neighbouring cauntons in Federation. The center of Tuzla-Podrinje Canton is connected with
all Cantonal municipal centers. Tuzla being economic, cultural and administrative Cantonal center
1s linked with West through the highway Tuzla-Daboj, towards North by the highway Tuzla-
Zupauja where joins to the motor way Zagreb- Beograd, towards East by the highway Tuzla-
Bijeljina-Zvomik -Beograd aud towards south by the highway Tuzla - Sarajeve.

Railway network is comprised of two main directions: Tuzla-Breko-Vinkovei and Tuzia-Doboj.
Railway traffic is not operating due to present circumstances in Bosnia and Hercegovina. Highest
prionity for repair is highway Ormanica-Gradacac which is Federation boarder towards Bosanski
Samac, 20 ke long where 10 km requires repair (new coat of tarmac) as well as travel direction
Gracauica-Bukva 7 km long, where 5 km requires repair and 2 km reconstruction.

Modém airport completes entire picture of Cantoual traveling communications. Right now, this
object is managed by SFOR. Efforts of Government and Cantonal authorities are aimed towards
opening of airport for civil flights. For a communication sector, this is the project of highest
priority and Trequires international financial and other support.

1.9. OTHER BRANCHES

Apant from these branches, represented industries in this area are: paper and gréplﬁcal industry
and mdustry of rubber and plastics that are mostly producing for domestic markets,
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1.10.

PRIORITY PROJECTS FOR INVESTMENTS

1. [ TUZiA COAT. MINES

grogrannie ofmcmucs w03 arranganats
{or acecpting demobilized BiH foroes solians

FOOTWEAR AND TEXTILE INDUSTRY

) DD AIDA TUZLA

Fadlofy reconsinidion o1 bass of cxiding
Capavilics

METAL AND ELECTRICAL IRDUSTRY

Produdtion of elekrical-gas ranges

4. DD "TMP" GRADACAC

1.. . | DOO HELIOS BANGYVICT
(3. | DD Ui Tesla” Brcko Frodmiea ol 12sd batiery
13 DD “Rapoot -moataza” Tuals Projoat of raising means for the production of

produds from secl casting

[prog trame ol tootor part produdiion

5 DL *Vodo-ms” Tuzla

mvestnenl progy amme of mﬂing.planl
ooostruaction with eledro-plate drive

RUBBER AND PLASTIC INDUSTRY

1. DD Plagtikat Kalesija

Produdion of shaped parts and plastic mass.
Pes

CIVIL ENGINEFRING

2. [ DIL "Ovis.god” Godus, Sxpoa

Capacity buildmg for production of rock uaits

2. EDUCATION

TPC education system was fully functioning during the war. Schools were operating in very hard
conditions. Most of the educational institutions are daniaged, some of them destroyed and out of
operation, and very small number is fully preserved (Srebrenik municipality and parlly Tuzla)

Right now, the work is being done on reconstruction and repair.
During the war, old system of education has been replaced by new system especially in secondary
schools (higher education). Following schools are working according to new system:

grammar school tedhnical ead similar skil] onaatAed ant school teachiog schaol r-eb'gi;:-n school
schools sciool

9 73 25 1 1 1

|
EDUCATION NUMERICAL INDICATORS
NUMBER OF PUPILS TEACHERS
INSTITUTIONS STUDENTS PROFESSORS

Pre-schoot mditutions 9 2234 245

Prunary schools 58 64803 2908

| Secondary sdvoots 36 21038 140%

Thiverstics 7 S126 50
TOTAL 1552 95197 5108 1
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There are soven faculties operating at Tuzla university: philosaplical faculty, special-cducation
faculty, faculty of electric and miachine engineering, mine-geological faculty, medical faculty,
economy faculty and technology faculty.

3. CONCLUSION

Therefore, it can be concluded that the Canton economy can be revitalized and some of it
segments can start functioning with a provision of a few factors: free and safe communications,
working capital, expert and quality personnel. Capacities of econoiny subjects and development
strategy for particular branches should be defined as production in many branches exceed our
needs i.e. the largest paris of products has to be ptaced on international market. The country has
to provide suitable environmeni for accelerating theé process of ownership also eéssential
condition for input of international capital able to start the production.
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TUZLA - PODRINJE CANTON
(primary information)

INTRODUCTION

With Dayton Agreement was established Federation of Bosnia and Herzegovina internal
- organization of 10 cantons.

Tuzla-Podrinje Canton covers the area of North-Eastern Bosnia and Herzegovina and is one of the
biggest cantons in Bosnia and Herzegovina,

Tuzla-Podrinje Canton is one of the most important economic centers in Bosnia and Herzegovina.
Development carriers so far were mining, energy, chemical industry, wood processing accompanied
by othér industrial branches.

During the war, many industrial sites were cither destroyed or partly damaged although energy
system was maintained and production capacities and material goods were preserved.

Necessary and possible level of exploitation and finatization of significant raw materials resources
in the Canton, the basis of an carlier development, was not reached as final producers by now
realized 42% of industry communal product.

The Carton cconomy employs around 42.000 people, currently workmg 25.000 people (60%).

1. CURRENT SITUATION AND POTENTIALS OF TUZLA-PODRINJE CANTON
ECONOMY

Current situation in the economy is as following;
1.1. MINING INDUSTRY AND ENERGY

Installed capacities in TE Tuzla are 784 MW, and utilization of capacities in the last year was
around 17%. For revitalization of machinery is needed to provide 61.578.150 DM.

Before the war, output from mincs was around 9.000.000 tons annually, 5.600. 000 t of hgmtc and
3.400.000 t of dark coals. In 1996 was realized production of 1.413.170 tons and plan for this year
is around 2.800.000 tons. Number of employees is 11,100, currently working 6.300. Means required
for re-structuring the production are 70.000.000 DM. Rock-salt production before the war was
moving up to 150.000 tons per year and salt-water 2.500.000mm3/per year, while in 1996 was realized
11.360 tons of rock-salt and 66.516 m3 of salt water. Means regnired for operating new mine
“Tetima”are around 12.400.000 DM and would solve ecological problems of Tuzla city.

1.2. CHEMICAL INDUSTRY

“The Canton' chemical industry is of a base chatacter, developed on the basis of raw material
resources in this region (coal, sall, quartz sand, limestong...) and is therefore our technicat and
technological tenn of reference, not only because of hundred-year otd tradition and developed
technical profile and science teaching infrastructure, but because of strategically important products
demanded by world markel. Two:large systems are in this industry: Holding “Soda-So™ and
“Koksno-hemijski kombinat” Lukavac (KHK).
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HERZEGOVINA
TUZLA - PODRINJE CANTON

MUNICIPALITY BRCKO

Organization form
{Socrdariat, Bureuaw, Sator, sim. )

Secretariat od development and reconstruction

| Responsible

Hajrudin Jusufovié

Number of employees 12 - Employees; 6 Higher school; 6 Secondary school
‘and qualification N
Telephone / Fax 076/380-279, 076/380-274 fax 075/380-286
Premises m2 37m2

Computer Yes

Cther equipment Office furniture; 2 Office cars

T (Edrdsting - {(N)ew

finns in DEM

INDUSTRY AND ENTERFPRISE

i DP "Tesla" (equipment and working capital) E 477.300
2. DP "Bimeks" (equipment and working capital) E 570.000
3. JP “Sumarija” (seedling and working capital) E 150.000
4. DP "Biljana" (equipment for production of eteric ovs) N 98.000
5. DJL "QOglavina” {production of padded furniture, equipment and | N 807.000
work’mg capital)
| - EDUCATION o
1 Repan' of Primary school Omerbegovaca E 135.000
2. lzgradnja of Primary school Mao&a N 280.000
3, Repair of Primary school Brod E 60.000
4, Repalr of anaxy school Bukuk E 57.338
' ~HAEALTH - R o
L Ambulauce Prutaée N 66.409
2. Ambulance Brka N 66.409
3. Ambulance Omerbegovata N 66,409
4, Ambulance Brod N 66.409
5. Ambulance Palanka N 66.409
= . [NFRASTRUCT URE , L
1. E!ectnﬁcauon of Brod, Omerbegovada, Dizdarufa, Star’ Rasadnik E  485.000
2. Road: Brka-Brod, Palanka-Dizdarula, G.Rahié-G. Zovik-Satorov. E 227.655
3. Road: Maota-Rashani, Brod-Rijeke E 176.642
4. Water - supply: Satorovidi, Cerik N 230.000
5. Waste deposit - N 1.000.000
OTHER SECTORS .
1. Housing Project 6.500 houses N | 98.266.000
2 Local Community Building: G.Rahi¢ {E), Maoca (E}, Brod (E),
Omerbegovaca (E), Satorovidi (N), Cerik (N) 600.000
3. Sewape system: Maoca-Rahié-Brka N 1.500.000
TOTAL: 102,951,980
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HERZEGOVINA
TUZLA - PODRINJE CANTON

MUNICIPALITY BRCKO
Organization form Secretariat od development and reconstruction
{Secretarial. Buresy, Sector, siro )
Responsible Hajrudin Jusufovié
Number of employees 12 - Employees; 6 Higher school; 6 Secondary school
| and qualification _ .
| Telephone / Fax 076/380-279, 076/380-274 {ax 075/380-286
EQUIPMEN

Premises m2 37m2

Computer Yes

Other equipment Office furniture; 2 Office cars

Grmsin DEM |
, ‘INDUSTRY AND ENTERPRISE . )

1. DP "Tesla" (equipment and working capital} E 477.300
2. DP "Bimeks” {equipment and working capital) E 570.000
3. JP "Sumarija" (seedling and weorking capital) E 150.000
4, DP "Biljana" (equipment for production of eteric oils) IN 98.000
5. DIJL "Oglavina” (production of padded furniture, equipment and N 807.000

working capual}

. - EDUCATION . :
1. Repau of Prunary school Omerbegovaca E | . 135000
2. Izgradnja of Primary school Maota N 280.000
3. Repair of Primary schoo! Brod E | 60000
4. Repa:r of anary school Bukvlk E 57.338
i Ambulance Prutaée N 66.409
2. Ambulance Brka N 66.409
3. Ambulance Omerbegovala N 66.409
4. Ambulance Brod N 66.409
5. = Ambulanoe Palanka N 66.409

| T INFRASTRUCTURE B ]

1. Electnﬁcauon of Brod, Omerbegovaéa Dizdaruia, Star Rasadmk E 485.000
2. Road: Brka-Brod, Palanka-Dizdarufa, G.Rahié-G Zovik-Satorov. E | 227655

13. Road: Maota-Radljani, Bred-Rijeke E - 176.642
4. Water - supply: Satoroviéi, Cerik N 230.000
5. Waste deposit N 1.000.000

OTHER SECTORS --v
L. Housing Pro_iect 6.500 houses : N | 98.266.000
2. Locat Community Building: G.Rahi¢ (E), Maoca (E), Brod (E),
| Omerbegovata (E), Satorovidi (N), Cerik (N) 600.000 | |
3. Sewage system: Mao&a-Rahié-Brka N 1.500.000
TOTAL: ~ ] 102.951.980
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HERZEGOVINA
TUZLA - PODRINJE CANTON

MUNICIPALITY CELIC
Organization form Secretariat for reconstruction, development,town-
g?:f;e‘afia'- Bureau, Sector, planuniog and housing affairs
Responsible .__Grabus Ejub
Number of employees 8 - Employees - Adequate structure
and qualification
Telephone / Fax 660-455
Premises m2 36 n2
Computer ' -
Other equipment Badly equipped
{E)dsting - (N)ew
- Grms in DEM
. ;- INDUSTRY AND- ENTERPRISE -
1. FRIGOS Cehc (equ:pmeat and working capital) E '5.000.000
2. ZZ "Poljopromet” - Celi¢ (equipment and working capital) E 1,000.000
3. Individual Agricultural Producess (more private producers) E 1.000.000
4. '
5.
. N 'EDUCATION . R
1 Repalr of Secondary school E 112.842
2. | Repair of Primary school - VraZici E 98.400
3. Repair of Regional school - Brojik E 54.241
4. Regional school - Drijenda E 56.605
5. Regional schb—ol -V, Selo E 95.426
| © HEALTH o R
1. Preblem fuck of essneual equipments, (All ambulances in éehc) E 3.000.000
2. Emergency Aid (finalisation works) E 63.000
3. Ccntral healmg of Ambulanccs Humei, Sibonica, Vraacn - N 120.000
R i INFRASTRUCTURE. EET N R
1. Reconstrucnon of roads éehc-gnbosmca-Dnjenéa-Tu?Ja E 3.000.000
: Celié-Humci-Previle-Tuzla
Celi¢-Vraziéi-Rahié -
2. | Water-supply: Celié (E), Ratkoviéi (N), Humci (N), Sibotnica ) 5.450.000
3. | Sewage: Celi¢ (E), Vraziéi (N), Ratkovi¢i (N}, Humci (N) "4.800.000
4, :
5.
OTHER SECTORS _
1. Repair of individual houses E | 15.579.425
2. Repair of Apartments in state propeity - for professional pessons | E 1.980.000
3. Otlier buildings: Religious, Spouts and Cultural E 3.750.000
TOTAL: B 45.159.939
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HERZEGOVINA
TUZLA - PODRINJE CANTON

MUNICIPALITY GRADACAC
Organization form - Sccretariat of Economy and Communal affairs
{Secretariat, Bureau, Sector,
sint.) — .
Responsible Sefik Durakovid, secretary
Number of ewployees 15 - Employees: 9 Higher schiool; 6 Secondary school

and quatification

| Telephone / Fax 076/818-720 , fax 076/817-156

Computer PC 486

Other equipment -

“SECTOR

No. firms in DEM
e .- INDUSTRY AND ENTERPRISE )
1. "RIS Spon:uautlk" d.0.0. Gradalac {working capital) E | 800.000
2. “TMD" dd Gradadac (working capital ) E 650.000
13, | "Namijesta}" (Furniture)DD Gradadac (working oapita] ) E 300.000
1 4. Starting of product:on DJIL "Gradagac-plet”, "Bahz " working copita E 500.000
.. . EDUCATION .
| 1. Repau of fou: Tovel school in Krdevina E 100.000
2. Repair of four level school in Biberove polje E 80.000
3. Repair of four level school in Jelovée Selo E 80.000
4. Repair of four level school in Mahmut Mahala E 80,000
5. Repair of four level school in_Zelinja S. E 250.000
6. Constmcuou of anary school in Krcevma N 1.000.000
L. Repau'“Dom Zdravlja (Publ.lc Health Bmldmg)“ Gfadacac E 800.000
2. Repair of Ambulance Zelnja D. E 50.000
3. Repair of Ambulance Alibagiéi E 50.000
4. Repau of SPA ]ZU Banja "Ilidza" Gradadac E 1.000.000
' i INFRASTRUCTURE i

i. Sewage system around lakes Vida and Hazna N 300.000 |
2. Conservation of waste and new waste deposit openmg E 1.000.000
3. Reconstruction of waste water filter - collector E 500.000
4, City lightening E 150.000
5. JP "Komunalac” (equipment) and boiler-house in u Potok mahali N 1.500.000
6. | Town market (new location) ' N 200.000

OTHER SECTORS

I Housing E | 26.000.000
2. Town - Kindergarten - repair E 50.000
3, Repair of regional road Gradalac-Ommanica E 400.000
4. Repair local roads and towa streels E 800.000
TOTAL: 1 35.640.000

-~ 149




BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HERZEGOVINA
TUZLA - PODRINJE CANTON

MUNICIPALITY

GRACANICA

Ovrganization form
(Secretaniot, Bureay, Sotor, sin)

Secretariat for environmental design and housing
communal affairs

Responsible

Bahrija Mehurié, Electrical Engineeri

Number of em};i)uyees
aud qualification

2 - Employees; 1 Civil Engineer, 1 civil technician

Telephone / Fax 0'?5/786-040

remises m?2

| Computer
- | Other equipment

—

(B)xdisting - {(N)ew
o firtis in DEM
INDUSTRY AND ENTERPRISE

L. DD "Grin" (graphic industry) 150.000
2. "Grafopak" (paper industry) 286.000
3. "Kokaprodukt” (broileis} 1.190.500

(4. | 22 “Gratanka” (agricultuce) 468.300
5. | "Graplagt” (Processing of plastic mass) 345.000
6. MP "Fortuna" (leather gallantry) _ 2.160.000
2 “Trapsport" (transport of goods and travelers) 532.000 |
8. | DD "Jadrina" {wood industry) 600.000
9. | DOO "Transport and mehanizacija” 71.600
10. | DD “Stogar" (agriculture) - 1.506.049
e 0 e T EDUCATION .

U1 ] Sport Hall - G.Qrahovica I I 1.596

[ 1. | Ambulance in Gomja Orahovica - 1.000
2. | Ambulance in Donja Orahovica N 7.000

| 3. | Ambulance in Stjepan Polje ] _ 7.000
4. | Ambulance io MaleSi¢imi 3.000
1. Road R 460 ' . 320.000

2 Finalisation of waterworks Gradanica 40.000

3. | Transmission line 10 KV Local Comumunity Pribava o . 59.000
4, TP "Alibegowvi¢i and TP "Nuckiéi" in Vranoviéa 98.000
5. ]| NV Network “"Lendidi I and "Lendiéi 11" N 35.000
6.

7. — N

| . OTHER SECTORS

| 1. [ Waste deposit | 1 236.248]

| TOTAL: . 8.086.293
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HERZEGOVINA -
TUZLA - PODRINJE CANTON

MUNICIPALITY KALESUJA B
Organization form Sector
{Secretarial, Bureau, Sector,
$in.}
Respousible Enver Agié, Electrical Engineer
Number of employees 1
and qualification
Telephone / Fax 631-098 and 631-25%
Premises m2
Computer -
Other equipment ) 2 tables and 10 chairs

No. SECTOR (E)uisting. (Mo
S INDUSTRY AND ENTERPRISE
1. Recreation Centre Kalesija on Spreca 1.000.000
2. Mini - farm Programome
3.
4.
5. .
- : i - EDUCATION . o
I. | School - Tojidi -~ 700.000
2. School - G.Rainci (Reconstruction of heating) 150.000
3. School - Maste (Reconstruction of heating) 40.000
9. Regional schools: Fajici, Zukiéi, Kadniéi, Kalesija S. 600.000
5. :
1. Ambulance Seljublie 41.000
2. Ambulance Tojdidi 150.000
3, Ambulance Vukovije 100,000
|4 Dom zdravlja ( Public Health Building ) Kalesija 100.000
5.
i _TNFRASTRUCTURE _
L Waterboard Kalesija (70% Mumcxpahty) 4.000.000 1.
2. Waterboard Zukiéi 100.000
3. Sewage Kalésija town and Pmjaver 500.000
[ 4. Sewage Tojsidi . 200.000
5. Sewage Memiéi 300.000
OTHER SECT ORS
L Kmderganen Kalesija, Memiéi i Toj$iéi 500.000
2
3.
TOTAL: — _ 8.481.000
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND IIERZEGO\’INA
TUZLA - PODRINJE CANTON

MUNICIPALITY - KLADANJ -

Organization form Secretariat Reconstruction and Developmeat

{Secretanisl. Burcau. Sadtor, sion)

Responsible Mazalovi¢ Muhamed, Electrical Engineer

Number of employees 8 - Employees; 2 High school; 6 Secondary school

and qualification

Telephone / Fax 075/621-779 ; fax 075/621-645

Premises m?2 18 m2

Computer PC 486 80 Mz, 540 HDD, 8 RAM, Color

Other equipment

No. SECTOR _ (Edsting. (Mhew

INDUSTRY AND ENTERPRISE

1. "Sokolina" Kladanj (production of parquet) N 985.000

2. | "Vatrostalna" { production of magnésium) E | 2.000000

3. "Hidrotehnika" Kladanj (working capital) E .600.000

4. "Progres” Kladanj ( basic means ) E 151.000

5. DD "Konjuh" (reconstruction buildings in tourism) E. 700.000

6. DD “Polet''(equipment - buses) E 694,100

7. PP "MI" (producuon of heu'’s eggs) E 85.000

... EDUCATION: - o

1. Regmual school - Tarevo (repair) E 50.000

2. Regional school -Brateljeviéi { repair)) E 50.000

3. Primary school'- Stupan' E 150.000

1. DOm zdravlja (Pubhc Ileallh Bmldmg) Kladanj . E 300.000

2. Regtonal ambulances Tuholj, Stari¢, Stupari (repair) E 60.000

3 INFRASTRUCT URE

1, Road Kladanj - Vneljewcl E 3.500.000 |

2. Road Kladanj - Turaliéi E - 500, 000

3. Road Krivojeviéi - Brlo3ci - Noéajevidi E. 700.000 |

4. | Towns streets in Kladan; E 450.000

5. PTT optic link Kladanj-Olovo N 250.000

6. Secondary waterworks network in the town E 70.000

7. Waste deposit N 25.000

3 Ceatral hieating of the town E|  1006.000

L OTHER SECTORS

1. Development of Agriculture: Cattle-breeding; Mini dairy N 600.000

TOTAL: 12.024.000
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HERZEGOVINA
TUZLA - PODRINJE CANTON

MUNICIPALITY

LUK AVAC

T

Organization form
{Seuraanai. Burcau, Seter, sim )

development

Institut of enviromental design, reconstruction and

i Respousible

Fikret Plav§i¢, Machine engiucer

Number of employees
and qualification

20 - Employees, 13 - Higher school, 7 - Secondary school,

Telephoune / Fax

566-164, 566-405

EQUIPMEN

Premises m2

Computer

PC - 486

Other equipment

Drawing boards

o Y30 BV

Epsting - (Mew

No. firms in DEM
INDUSTRY AND ENTERPLISE
| 1. Factory of soda Lukavac (repair and workiug capital) E 3.000.000
2, Coke - Chemical Firm (Malein acid and Nitrogenous manure) [ E | 2.500.000
3. Stonepit Vijenac (Equipment) E 900.000
4. Production of construction matenals (bncks, prefabricated ratter) N 200.000
5. Opening of small works (Production of ice - cream ...) N 1.000.000
, EDUCATION _
1, Jaruke - Primary school ~ E 60.000
[ 2. Babice - Primary schoot E 70.000
3. Puragdié - Primary school E - 70.000
4. Lukavac Town, Lukavac Mjesto - anary school E 200.000
5. Secondary schooi Center in Lukavac E 50.000
T !]EALTH o . :
1. Ambulance - Jaru§ke 63.000
[ 2. Ambulance - Orabovica 63.000
3. Ambulance - Puraci¢ 70.000
| 4. Dom zdravlja { Public Health Building ) Lukavac town 25.000
5. Dom zdravlja (Pubhc Health Building) Prokosovi€i 5.000
INFRASTRUCTURE s -
L. Read Kxusevxca-Dowste—Srebremk (4.5 km) N 3.500.000
2. Read Huski¢i-Mramor (3 kin) N 1.800.000
3. Reconstruction of road Modrac-Mosorovac-Poljice (17 km) P 8.000.000
4. Reconstruction of road Orahovica-Jaruske (2 km) P 160.000
5. Central heating in schools: Prokosoviéi, Gnojnica, Turija, Lukavac. N 360.000
G. Electrification of villages : Jarudke, Orahovica, Turija, Devetak, Doboltica | P 420 000
OTHER SECTORS '
1. Regulation of river Jala N | 8.000.000
2. Waterboard Lukavac, Prokosoviéi, Poljice, Purati¢, Tabaci E 800.000 |
3. Bridge on nver Spreda in Puradié E 50.000
4, Repair of telephone network and switchboard in Birholtica E 1.000.000
TOTAL: ~ 32.366.000
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HFRZLGOVINA

TUZLA - PODRINJE CANTON
M UNICIPALT]‘Y SREBRENIK
Organization form Expert advisor for Reconstruction and Development
(Secratariat, Bureay, Sedor, sim )
| Responsible Smajlovi¢ Ibrahim
Number of employees 1 - Economist
and qualification
Telephoune / Fax 640-204, 640-056 fax
Telephone / Fax B
Premiises m2
Computer _ -
Other equipment -
. firms in DEM
INDUSTRY AND ENTERPRISE

1. Milk cows - mini farm (300 household) E | 3.000.000
2. Construction of drive for processing of fruil and vegetables "FANA"(eqmpment) E 500.000
3. Constmcuon of Mini Dairy - capacity 5.000 liter “STARKO" N 650.000
R . EDUCATION o N
1. Repau of Primary school: Jasenica, Ibriéi, G.Moranjci, Cehaje, | E

D. 8pionica, G. Srebrenik - {each 75.000) 450.000
2. | Construction of Regional school in Cage E 150.000
3, Equipping of Sport Hall in Spionica E 75.000
4, Construction of Sport Hall in Srebrenik 1 N 200.000

& _ HEALTH
i Expandmg '‘Dom zdravl_;a" (Public Health Building) Srebrenik ~ | N 800.000
>
3. '
1. Reconstruction of waterworks in Srebrenik E 500.000
2. | Finalisation of waterworks in Spionica N 150.000
3. Reconstruction of waterworks in Tinja E 100.000
4. { Construction of waterworks in Podoragju N 450.000
5. Construction of waterworks in_Sladna N 200.000
6. Construction of waterworks _in D.Potok E 60.000
, OTHER SECTORS ; .

AL Construcuon of main collector. N | 2000000
2. | Construction of sewage deposit in D.Potok N 200,000
3. | Equipping Fire - Station Association E 240.000
4. | Repair of road uetwork in Muuicipality E 250.000
s. Healivg system in town E 1.500.000
6. | Heating system of town : E 650.000
7. Aumnex Building to Ceater for Culture and Information N 100.000

TOTAL: 9,775,000
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BOSNIA AND HERZEGOVINA
FEDERATION OF BOSNIA AND HERZEGOVINA .
TUZLA - PODRINJE CANTON

MUNICIPALITY TEOCAK

Organization form
(Secretariat, Bureau, Sector,
sim.)

Secretary of economy

Responsible

Rizvan Cajlakovié

Number of employees
and quahfication

7 - Employees; 1 High school; 6 Secondary school

Telephone / Fax

0751239 385

Premises m?2

Computer

Other equipment -

(E}dsting - (N)ew
. firms in DEM
INDUSTRY AND ENTERPRISE
1, Diary N 250.000
2. Refrigeration plant for processing of fruit and vegetables N 500.000
3. Construction of Pisciculture - Lake SnjeZnica N 1.500.000
4, Regulation of bank and revival of tounsm N 3.000.000
5.
e EDUCATION o
i. Reconstmcuon school Tursunovo Brdo E 100.000
2, Reconstruction school - Jasenje E 80.000 |
3 _
4,
5.
5 L HEALTH _ L
1. Expandmg Ambulance for 200 m?2 E + 200.000 |
2,
3.
4,
5.
INFRASTRUCTURE :
L. Road to Teodak via Majevica( 8 km) E 1.000.000
2. -} Road to site Tursunovo Brdo E. 1.200.000
3. - | Secondary PTT network E 400.000
4. | Secondary waterworks network L 300.000
5. Coostruction of sewage and waste deposit N 1.000.000
OTHER SECTORS _

1. Repair of 850 damaged houses E | 20.400.000
2. | Mine - disposal - Site Tursunovo Brdo N 2.000.000
3. :

TOTAL: 31.930.000

—155—



	第1部　調査結果
	12. 市場動向
	12.2 市場および経営面の問題
	12.2.1 市場環境の変化
	12.2.2 所有権と民営化
	12.2.3 財務・経営状態



	第2部　関連資料 (APPENDIX)
	A1. NATRON社、SODASO社に対する事前質問票
	A2. ボスニア経済関連資料
	A3. NATRON社関連資料
	A4. SODASO社関連資料


