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capacity of 460,000 cylinder

The new factory incorpo-
rates the agile cell concept
which involves flexible machin
ing centers grouped into cells.

Market Highlights
Summary

* GM inaugurates new cylinder head factory
> Audi will assemble new model in Gyor

* Alcoa builds new wheel plant

* Ford expanding in Szekesfehervar

* Raba to be privatized in two stages

* Thomas & Betts building new factory

* lkarus appoints new President & Managing
Director

» Daewoo to start sales of Lanos in late ‘97

On September 27, 1996, General Motors
naugurated its new Opel Hungary cylinder
head plant in Szentgotthard.The DM 235 mil-
ion project was built in 18 months and will

factory in Szentgotthard, as well as for other

15,000 square meters of space, will ultimately
employ 140 people, and will have an annual
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produce cylinder heads for Opel Hungary’s engine

orldwide Opel plants. The facility encompassesthan DM 700 million, making it the largest

Each cell is served by loading
and unloading robots, and identical machines p
form the same operations simultaneously.

The machines, tools, and robots are computg
controlled, which allows for the simultaneous prt
duction of different cylinder heads. Product des
changes can also be implemented quickly by
retooling and reprogramming the computers.

*

Opel has also completed the DM 50 million
expansion of its engine plant in Szentgotthard.
When the plant reaches full capacity, three shift
will produce 460,000 engines a year. The 1.4
1.6 liter, 16-valve Ecotec engines are exported
seven other Opel factories in Europe and Brazi
and are built into Corsas, Tigras, Astras, and
Vectras.

Opel’s total investment in Hungary is more
investor in the Hungarian automotive sector. Og
buys over DM 200 million worth of parts in ser-

vices in Hungary each year.

As of October 1, 1996, Opel Hungary had pr

duced over 55,000 cars and over 700,000 engines

in Hungary. The Szentgotthard-built Opel Astra
the best selling medium-sized passenger car in
Hungary.

Audi plans to start assembling the new TT

Continued on page 2|

heads produced in three shiftg.

™
Hungary

PROFILE

Ford Hungaria: Bringing
Marketing Innovation to Hungary

er- Ford’s worldwide export organization has
acted as its torchbearer into new and emerging
markets. Ford Hungaria Kft, established in
r1991, was a part of that organization until
D- December 1995 when it became an indepen-
gn dent company
with manufac-
turing and sales
operations.

At the com-
pany’s factory in
Szekesfehervar,
fuel pumps,
starter motors,
and ignition
coils are pro-
duced for Ford
car factories in
Belgium, Germany, Spain, United Kingdom, and
Brazil.

Mark Simpson

el
cle sales, dealer network relations, pricing,
marketing, after sales, parts service, and cus-
tomer satisfaction. To date, the company has 4Q

Dmain dealers and 6 sub-dealers in Hungary.

s Mark Simpson is the Managing Director of
Sales Operations in Hungary. He started work

pany’s British parts operation. Mr. Simpson has
held a number of posts with Ford, including Sale
Analysis Manager in Cologne, Fleet Manager in

Continued on page 12

Ford Hungaria’s sales operation handles vehir

with Ford in 1985 as a market analyst in the com-

%)
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model & its Gyor factory. Production will star
in 1998 and gaacity is &pected to be 30,000
cass by the end of 1999The model will be
exported to the US. andWesten Euiope

Last summerAudi paticipated in a supplier
conference oganizd by ITDH in Hungary.
Sixty Hungaiian supplies paticipated in

the conérence

Ford Hungaria has just completed an
expansion program &t its factory in
Szekesktherwvar. Manaing Director dhn Rem
told the CEAR thathey've adled an rtra
20,000 sq.det of spacetdhe factoy and ae
increasing their prduction of fuel pumps,
stater motos, and ignition coilsThe plant na
runs on a 3-shift $edule

The factory’s workforce has been ineased
to 1,250 and atitional worker facilities hae
been lilt, including a nev cafteia, locker
rooms,and &ercise aea.

According to Rem, the compan is stuging
whether thedctol will take on ng product
lines and vether aditional facility expansion
is neededHe also noted thahe compayn is
putting moe emphasis on lotiag regional sup
pliers and has set a shaem goal of
purchasing 50% of its suppliesoim the egion.
Today, the factoly purchases less than 10% of
supplies fom local supplies.

Staf Changes & Ford Hunaaria: On
November 11996,Dan Linder took wer as
Plant Opegtion Marufactuing Manager,
replacing Mike Bladk. Tibor Mayer replaced
Brian Tate as Mégerial Manager & the fctoy.

*

Alcoa is investing USD 40 million into a
forged aluminum truck wheel factory in
Szekeskhewvar. The plantsdeduled to be
opestional in the second quar of 1997 will
be incoporated into theAlcoa-Kofem complex
which was talen oser by Alcoa in 1993 and
which housesamelt/castingrolling, extrusion,
and end pducts &cilities. In the samesgion
in Hungaty, Alcoa also poduces bsures and
automotve components.

According toAlcoa, the plant will hae
“enough caacity to meet demandalV into the

next centuy” and will use thélatest tetinolo-
gy and st&e-of-the ar equipment to mduce the
innovative wheel gneetion tha Alcoa has
developed in Cleeland and laurieed on the
European mdeet recenty.”

Alcoa mg export wheels maafactued a
the nev factoy to SouthAmerica. The plant is
also &pected to hee cgacity for forged 4x4
spot utility and ecredional \vehide wheels to
be sold worldwide.

According toAlcoa, demand dr its stong,
lightweight wheels is rceeding US mrduction
cgpacity. “Alcoa has hosen to adi to their US
plant a Euopean vineel brging plant to insug
adequee and time} supplies in Ewpe where
the wheels ae being inceasingy specifed as a
factoy option,especialy by weight sensitie
large fleets:

Alcoa opestes 45 plants in Eope and
emplo/s moe than 14,000 people

Hungary Facts & Figures

Form of Government: Repulic

Prime Minister: Gyula Hon

Capital: Budgest

Population: 10.3 million

Labor Force: 5.4 million

Land Area: 93,030 sqg. km.

Borders: Austiia, Slovakia, Ukraine
RomaniaSerbia & Montengro, Crodia,
Slovenia

Ports: Budgest,Dunauj\aros

Highways: 158,711 km.

Railways: 7,785 km.

Inland Waterways: 1,622 km.

Major Industr ial Branches: automobiles,
busesmining, metallugy, chemicalstex-
tiles, constuction maerals, food
processingphamaceuticals

Main Impor ts: fuels & enegy, madinery
& transport equipmentraw maerals &
semi-fnished @ods,consumer gods,food
& agriculture

Main Exports: raw mderials and semikf-
ished @ods,madinety & transpor
equipmentconsumer gods,food & ayri-
culture, fuels & enegy

Currengy: Forint (USD 1 = HUF 174)
Avg. Monthly Wages:USD 328 (Aug. 1999
Unemployment: 9.3% (Q3 1996)
Foreign Direct Investment Rer Capita:
USD 1456 (Spt. 1996)
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On February 20,1997,a decision on the
privatization of Raba was announced i the
Hungarian government. The compay, a
maler of medium and heg axles,diesel
engnes,and lus dassiswill be privatized in
two stes. In the ifst round 26-30% of the
compary’s shaes will be ofered to a esticted
number of inancial and sategic investos on
the condition thiano investors shae can gceed
5-10%.

In the secondaund 44-50% of the compa
ny’s shaes will be foated on the stdc
exchang and another 10% will befefed to
Raba emplgees &a discounted jxe. The
Hungarian Privatization and State Holding
Co. will manage the sale of Rm’s shaes.

In 1997,in adlition to mamifactuing its te-
ditional products,Raba will contirue to deelop
its production and sales of congssed naral
gas lus engnes.

Raba’s tunover in 1996 vas HUF 27.6 bil
lion (gpprox. USD 157 million) and pfit
before taxaion was HUF 1 billion. In 1997,
exports will account 6r over two-thirds of
Raba’s tunover.

Thomas & Betts Hungary is huilding a
new component marnfacturing facility near

Managing Director Mr. Gantner érmelly held
the post of Genat Manaer & Videoton
Kulker Kit.

At the end of 1997 Daewoo Motor Kift.
will start sales of the Daoo Lanos model
One to tvo months after the irdduction of the
Lanos,the yet unnamed successor to the Esper

Budapest The compan is investing some HUF model will be sold in Hurayy. The compan

200,000,000 (@prox. USD 1.15 million) into
refurbishing an>dsting plant. Seenty-pecent
of the components madethe plant will hae
automotve gplications. for more onThomas
& Betts,see Oppdunity Spotlight on pge §

*

In September 1996,tr oubled bus maru-
facturer Ikar us gpointed Selezc Ghor as its
new President.Mr. Selez¢a well-known
industial strategist, is also Pesident & CEO of
Videoton and Rsident of the Huragian
Fedestion of Industialists. In December 1996,
Ikarus gpointed dnos Gantner as itswe

says thd in 1997 and 1998 it will also g
selling nev commecial vehide models. for
more on Daaoo, see Oppdunity Spotlight on

page §

In the Spring of 1997,Ford Hungaria will
launch the Ka model in Hungary. The compa
ny expects to launit the Galaxy model in dgr
summer 1997 and the Expéorlae in 1997.
According to Manging Director Mak
Simpsonother models will be lauthed in
1998. for more on erd Hungaria, see this
months Piofile interview] =

© Cental EuopeanTrade & Maketing L.L.C. 1997
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Hungary

LEGAL ADVISOR

CHANGES IN AUTO FINANCING & LEASING R ULES IN HUNGARY

Car sales in
Hungary in the last
quater of 1996
increased signif
; cantl, after a
—7 sluggish first nine
months According
to figures flom the
Hungarian Vehide
Importers
| Associdion
(*“MGE") and the

Tamas Kvacs

car sales (@. leasing companiebanks) cea-
ed“interest-free” payment plans tottract
customes. They could pg the \alue adled tax
(“VAT", which was and is cuently 25% for
can) in installments as the customer paid his
monthly payments. Pactically, the inancies
paid the full 25%V/AT only by the end of the
financing tem, using the one-éfchage and
unpaidVAT during the tem of the lease

New regulaions tha became déctive on

these gpenses manot be accountedf as
costs it must be dpreciged along with the
equipment.

Neverthelesschanges in bookkeping mles
will help lessees since the total leasieg fvill
be lecoded as outstanding/bessos and as a
liability by lessees. Consequentiees and
interest will be ¢ealy sepamted Thus,interest
cannot be fuher encumbexd Ly VAT.

A change in the regulation of consumer
loans will surely be welcomed ly car-buying
individuals and is impottant for consumer
protection laws. The nev rule calls br a
“credit index number”which must contain all
costs of the @&dit induding inteest,“credit

Jaruary 1,1997,dery financing companies this approval fees; “credit gplicdion fees, “credit

non-MGE member oppotunity, thereby making it less tractive to

Magyar SuzukiNovember and December salesffer “interest-free” payment sbemes.

made up mar than 30 % of the total wecar
sales in 1996.

The suprising incease in salesas mairny
due to consumerxpectdions @&out the possi
ble negative efects of tax and accountingata
changes to be intsduced in 1997. Dealemere
egger to stengthen this ttitude by touting
atractive financing deals iV commecials
and nevspger adsthus pomoting their mes
sage of “buy now.”

Hungarian consumes reacted nefusly to
news tha predicted the end of the so-called
“interest-free” consumer loans andshed to
male their puchases edier than plannedin
fact,these pgment sbemes wkich emphasied
the tem “interest-free” were by no means
“cost-free”

Purchases undeiinterest-free” financing
schemes gneally involved a dan payment of
20-80% of the ghide’s goss pice, plus a one-
off chaige of 1-20% of the i@ss alue
depending on the length of thefefed lease
tem (12 to 60 monthsAfter paying the devn
payment and the one-bthage (usuay called
a“credit gproval feg” “credit gplication feg”
“credit-rating feg” or “contracting dages”),
car huyers could pg the emainder of the jire
in interest-free installments.

This pgyment method ws ¢aimed to be
more economical tharirfancing the puwhase
of a nev car though leasing greementsor
personal bank loans. In some casesyever,
just the opposite as tue

Corporations with an integst in fnancing

At the end of 1996 the Hungarian
National Assemby comprehensvely amend
ed tax and accounting lavs, affecting some
of the most important elements of the ules
regarding the financing sector Most impor
tantly, Section (5)Article 16 ofAct LXXIV of
1992 on thé/alue AddedTax, as amended
requires fnancing companies to pahe entie
amount of the 25%AT when possession of a
vehide is transerred to the customer

This mle gplies to leasinggieements and
to installment pgment sbemes. It mags car
sales ihancing moe expensve and brces
financing companies to melknteest-free deals
exceptional,or offer them with nuch higher
incidental costs to custonsefeg. increase
down payments or higher one-Zofhaiges).

Changes in accounting ules are also ce-
ating problems fr leasing companies
According to the amendedict XVIII of 1991
onAccounting leased assetseato be ecoded
by the lessee and not the lessahich deprives

rating fees, and“contracting daiges’

This index males it easierdr the customer
to estimae the lirdens associad with a con
sumer loan or with the selectdédéncing
method According to the position of the S&a
Money and Caital Market Supevisory
Authoiity (“APTF”), this index shall be pub
lished in commarials adrertising consumer
loans.According to mediaeports, financing
companies & finding it difficult to adjust to
the nav regulation, including the use of the
credit index number

According to analsts,the nev reguldions
have creaed an emronment in vhich success
will be adhieved ony by those car companies
that can aford to ofer models with ®ras & no
chage. The fnancial institutions thiabad
these companiesust hae suficient resouces
to sty competitve and povide sales se&ices
in the orm of either loans or installmentya
ment sbemes.

Car salesihancing companies @rcurently
evaluging these banges in the tax and
accounting lgislation and brmulating their

leasing companies of the possibility of utilizingnew leasing stuctures and installment yenent

the“acceleated amotization rate” of 30 %.

plans. Despite thehanges in theVAT regula

Similanly, the lessee nyanot coose to use this tions,some dealer contirue to ofer

favourable amotiséion rate, which again
makes leasing mer costy.

New accounting lavs also ham lessees
As of 1997 the pocurement pice of equip
ment will contain most all accesgarosts,
including stdistical and asset acquisitioa€s,
duties (ecluding custom dutiesut induding
VAT, which is non-edaiméble for cas), fees of
various authaiies, credit costspank guaantee
fees,and all other bankingegs. Fom nav on,

“interest-free” payment plansthough with a
higher devn payment ete (eg. 70%).

According to n&vs reports, predictions br a
drastic dop in auto sales in 199&special in
the frst quater of the yar were ovelly pes
simistic. The salesifiures gneally shav
trends similar to thosexpelienced last gar

Tamas Kvacs is an #orney the Budaest
office of the lav firm Haggan & Hartson.s
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Passengr Car Sales in Hun@ry by Segment

PASSENGER CARS 1995 Market share in 1996 Market share in  Compared
(SEGMENT) % % to the
previous

year

SMALL 12,419 22.3 15,775 26.2 127.0

LOVER MEDIUM 35,748 64.2 34,492 57.2 96.5
MEDIUM 5,674 10.2 7,704 12.8 135.8

LARGE 769 1.4 1,021 1.7 132.8

LUXURY 50 0.1 38 0.1 76.0

SPORT 186 0.3 264 0.4 141.9
OFF-ROAD 761 1.4 840 1.4 110.4

SPACE WAGON (EQUIVALENT

MONO CAB) 11 0.2 179 0.3 161.3

TOTAL 55,718 100 60,313 100 108.2

Source: Hungarian Vehide Impotters Associdion
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To Our Readers:

Hungary’s automotie sector contimes to pwer forward. GM opened opened itsweylinder head plant and cem
pleted the xpansion of its erige plant in Sentgtthad. Audi will begin assemling its nev TT model in Gyr in
1998. ferd is expanding poduction &its Szkeskehewrar componentactoy. Thomas & Betts is opening ame
componentdctoly near Budpest. And Alcoa is irvesting @er USD 40 million in a trck wheel fctowy in
Szkeskthewar. The dtitude seems to be full steam ahead

On the sales @int, companies &n't as optimistic Mary deales ae forecasting laver salesdr 1997 after the big
sales swge in Novrember and December of lagtay As Ford Hungaia’'s Mak Simpson told the CEAR in this
months Pofile interview, competition is tough and companiegshmale themselgs stand out. dfd is doing this
by adopting maeeting stetegies tha are nev to the Hungrian maket, suc as using pspnal testimonies in their
TransitTV ads and a political campaign theme in thésta ads.

As noted ly Mr. SimpsonHungay is still a dificult maket in which to opeate. Owvemight shifts in gvemment
policy change the tles of the gme forcing companies to quity adopt ner strategies. And the la& of detailed
vehide maket staistics male it nealy impossilte to unceer maket trends. The key to success in this enon-
ment? Nimlteness.As Mr. Simpson notegjou’ve got to leact quikly. Oppotunities nust be acted on in a ber
of days bebre they disgpear or @& eploited ty the competition.

*

As alvays, if you hare ary commentssugiestionspr requestsplease contact udVe \alue your input. The Cental
EuropeAutomotive Repott is designed toige you the inbrmation you need to succeed in thisciting maket

The mission of the Central EuropeAutomotive Report is to provide market, investment, and business information
that can lead to joint venture, greenfield investment, and product distribution opportunities in the automotive sec-
tors of Slovenia, Hungary, Czech Republic, Slovak Republic, Poland, Bulgaria, and Romania. The Central
EuropeAutomotive Report intends for its information to be used to increase foreign investment in the Central
European auto sector; improve the availability, quality, and competitiveness of products and raw materials avail-
able to Central European auto manufacturers and suppliers; strengthen existing Central European companies by
introducing foreign capital, technology, and expertise; and provide opportunities for auto manufacturers and sup-
pliers to expand their markets.

SELL YOUR PRODUCTS WITH AN ADVERTISEMENT IN THE CEAR

ADVERTISING RATE GUIDE
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CEAR is electronically designed, printed, and distributed. Printed distribution is Black & White, Internet distribution is full color, Ad
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5(eps), Photoshop(tiff, eps); PC Windows 95 Files: QuarkXPress, PageMaker 5&6, lllustrator 4.1, CorelDraw 5&6(tif, eps, bmp,
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disks; 44, 88, 200 & 270 MB Syquest cartridges; 100 MB Zip disks. We are the onl y pub lication to f ocus entirel y on co vering the
automotive sector in this region.

k of the CEAR.

QuarkXPress, PageMaker 5&6, lllustrator 5&6(eps), Freehand
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Hungary

HUNGARIAN AUTOMOTIVE PARTS
& COMPONENT SUPPLIERS

The Hungarian suppliers of automotve pats and components listed belcare potential tading patners, joint venture patners, or direct investment candides.

Company Product Contact Phone/Fax
1. Dunaker hot olled steel n/a tel: (36 25) 311-522
coil, blocks fax: (36 25) 313-901
2. Hungaiinox non-usting coils n/a tel: (36 32) 310-248
fax: (36 32) 310-072
3. Tauil injection molded Jeno Goff tel: (36 1) 260-8137
& pressedubber fax: (36 1) 262-1994
products
4. Tauwus Rlma injection molded Gabor Davida tel: (36 42) 342-511
& pressedubber fax: (36 42) 311-264
products
5. Csepeli Csagyar precision tubes n/a tel: (36 1) 276-6172
fax: (36 1) 276-8534
6. lkarus Pestecnika cold pessed Bela Howath tel: (36 1) 163-7880
body pats fax: (36 1) 164-2099
7. Bakary Gepipaii cadan joints,axle SandorTakacs tel: (36 34) 310-740
shafts,gear wheels fax: (36 34) 316-740
8. Fero-Fem valves,exhaust Gyula Csiszar tel: (36 89) 324-244
inlet valves fax: (36 89) 313-015
9. Armalfilt air & oil filters Marton Mendel tel: (36 1) 270-3655
fax: (36 1) 149-8553
10. Pre Cast aluminum castings n/a tel: (36 47) 322-55

fax: (36 47) 322-137

11. Daruvia Geipaii hydraulic elements Tibor Simai tel: (36 1) 251-4222
fax: (36 1) 183-2763
12. Bewva Fnomsz. pneumdc Andras Bees tel: (36 36) 411-556
componentsshok fax: (36 36) 411-112
absorbes
13. Jamualkaresz es air brake devices Imre Bukta tel: (36 49) 312-622
Szerelverygyarto fax: (36 49) 312-256
14. Elcometal special joining Czalo Howvath tel: (36 62) 324-333
elements fax: (36 62) 474-333
15. Technocar splings, spiral Janos Balint tel: (36 22) 372-302
spiings
16. Raba Savar pedal systems Vilmos Simon tel: (36 94) 327-297
fax: (36 94) 327-296
17. ABF clutch opestion Istvan Bence tel: (36 27) 342-292
cables,wires fax: (36 1) 129-0767
18. KVJ Muvek exhaust systems, Jeno Kiss tel: (36 25) 311-273
silences fax: (36 25) 311-273
19. Elzett door loks & Laszlo Szilora tel: (36 1) 140-9380
lock pats fax: (36 1) 1290-692
20. Borsodhem PVC semi-poducts, n/a tel: (36 48) 310-211
finished @ods fax: (36 48) 354-496
21. Akzo-Nobel Coasting vehide paints n/a tel: (36 49) 322-222
fax: (36 49) 222-770
22. Sasad cables n/a tel: (36 23) 336-181

fax: (36 1) 186-8399

The inbrmation contained in thelaove list of Hun@rian supplies of automotie pats and componentsas obtained fsm the best\ailable souces.
Omissionstypagraphical erors,and rumber ©ianges,however, may occur Please send grcorrections to CEARtahe adiress listed on e 2.

© Cental EuopeanTrade & Maketing L.L.C. 1997 CENTRAL EURODPEAUTOMOTIVE REPOR « April 1997 7



Hungary

FOCUS ON INVESTMENT

DEVELOPMENT OF CAR DISTRIB UTOR COMPANIES IN HUNGARY:
LESSONS LEARNED FROM THE EARLY YEARS

In the lae 19805 and edy 19905 the ony
cais on the strets of Budpest vere Ladas,
Trabants Wartburgs, Skodas,and other East
European bands And although the caatto
ries opeated d full capacity, the waiting lists
were long and customeihad to \&it between
2-5 yeas to eceve delvery of their cas. In
sudh an emironmentthe concpts of distibu-
torships,marketing dealeships,and sevice
never developed

Stating in the 199® the Hungtian car
maiket undernent damdic change. The impor
tation of nev and second-handfesten cas was
pemitted under a quota system afdsten car
marufactuers b@an to look to Hunary for
sales. Despite its modestesithe Hunguian
maiket plomised &cellent magins and epre-
sented theilfst real st@ tovards Easter Euope

The frst distibutor companies editished
were joint \entues betveen a dreign car distb-
utor or mamfactuer and a Hurgjian patner
The foreign pamer nomally took a minaity
interest in the entue since the ia at the time
requied freignes to gt pemission fom the
National Bank of Hungry before the took a
majoiity interest in a Hungrian compan
(today, no sut pemission is equired).The
Hungarian patners were people o enjyed
somede fictoprivileged stéus in the Hungrian
econony because of theirapd contacts with
govemment gencies.

Dangerous Minority Inter est The frst mis
take made b foreign pamers was @reeing to
take a minoity stale in a distibutor compan
This meant thizalthough the Huragian patner
committed itself in a shaholdes ayreement to
comply with the policies and style of the car
brand it later becamelear tha the Hunguian
patner was unale to do sodr seeral culturl,
cost,and stetegic reasonsThe majoity position
gave contol to the Hungiian patner and the
foreign patner’s only wegons vere contolling
the fow of cas and pgment tems.

Slow Reaction The second mistakwas the
foreign pamer’s slav reaction time \Wwen things
deterorated d the Hunguian distibutor compa
ny. The Hunguian patner’s ony interest vas to
bring cas into Hunguy, sell them to the deaker

and gnerte cashlbw. Unfortungely, the
Hungarian executives of the distbutor compa
nies filed to compt with payment tems ty not
paying on time and therequesting long
defered pgments. In an efronment of con
stant dealudion of the Hungiian forint,
distribution companies stdred hug losses and
the Hunguian patners stated to complain lout
the lak of caital in their companies.

Unneeded Man@ement Sevices It was
also not uncommon to see the Haran patner
estdlish a compay outside of Hungry and
offer“manayement serices”to the distibutor
compayy. This was wolly unnecessgrbut
being the minaty partner in the bsiness the
foreign pamer could not ééctively disayree

Biased Layal Counsel The foreign patner’s
third mistale was to gree to use the Huagan
patner’s legal counselThose counsels ere
obviously biased tevards their oiginal dient
and thus thedireign pamer did not eceve pop-
er legal adrice.

Case Stug: How Not to Form a
Partnership In one actual case the Humign
distributor’s losses skodeted the foreign pat-
ner did not act quicenoughand aight broke
out betveen the Hungjian patner and thedt-
eign paimer For the frst time after gas of
patneship in the distbution compay, the for-
eign painer hied an indpendent counserhe
foreign pamer was in br a Bw suiprises.
Advice of the Hungrian patner and counsel
about the lgal systempossibilities licenses,
and quota pplications poved to be misleading
in mary respects.

The foreign pamner tied to cancel theefa:
tionship with the Hungsian pater The
Hungaiian pamer then esoted to an urdir legal
wegoon. The orm of the companwas a Kft and
under one mwvision of the Hungrian Companies
Act membes of a Kft can xpel eab other fom
the compay by resolving to do sotahe mem
beis meetingWhoever is the if st to act wins.

The membes meeting \&s corened and the
Hungarian patner detared tha due to seeral
failures of the paner, sud as &iling to lecai-
talize the distibution compay and &iling to

provide adequiz financing ly other meanghe
foreign pamer should no lorer be a shahold
er of the compan (Note:this could hge
hgopened to theofeign pamer een if he vas a
majolity shaeholder).

The membes resolution ves fled with the
compary cout for registration and thedreign
patner had no mersg in the compay The
foreign pamer had to initite litigation against
the Hunguian patner and alsailed a petition
for bankuptoy against the distbutor compan
who aved hu@ débts to the dreign patmer

After the breign patner spent a half of a
year tying to obtain a bankptcey order from
the cout against the distbutor compay, it had
to contirue its lusiness in Huregy so it esth-
lished a volly-owned subsidiar The
Hungarian patner fled a daim bebre the
CompetitionAgency to stop the ne compay
from doing lisinessThe CompetitiorAgenc/
did not hae legal grounds to stop the compan
so the aim was ejected

Today, the litigation and bankuaptgy petition
is still unresohed

Lessons Leaned One lesson leaed hee
is tha the Hunguian legal ervironment is not
maure enoughdr creditors to seek mtection
against flaudulent dbtors. Slav moving bank
ruptey couts leare creditois completef
unpiotected This means thaan irvestor in a
Hungarian patnership rust be ery caeful
when stating and thenunning the bsiness
because if theetationship sous, he ma not be
able to seekedress gainst the other parer.
Of course not only Hungarians can taé adran
tage of this unértunae stae of the Hungrian
legal system.

Foreign irvestos allead in patneship with
a Hunguian paty must think sepusly about
what the futue holds ér themWe hare expeii-
enced seeral changes in distibutorship lav in
Hungary. For instanceit has been edtished in
several legal cases thdoreign distibutors or
marufactuing companies arfree to cancel dis
tributorship and dealships and @nt nev ones.

Partners in a distibutor compan thé is
estdlished as a Kft should also &akme and
consider vinether it is adisable to keg the com
pary as a Kift or to ttnsbrm it into an Rt.

This atticle was pepared ky Bela De,
Senior Rrtner with the lav firm Deii & Co. in
Budgest.m
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Bulgaria

BULGARIAN SUPPLIERS OF PARTS
& COMPONENTS

The Bulgrian vehide and pats mamfacturers and distibutors listed belas are potential tading patners or joint \ventue candidaes.

Comparny

1. Alucom

2. Balkan-Loetch

3. Dinamo-SL

4. Helix

5. Vassilei Brothes

6. Bula

7. Bulvaia

8.Varko

9. Dawu-Car

10. Eusetec

11. Madaa

12. Namio-Bulgaria

13. Pomobil

14. Sinit

15. Sofa FranceAuto

16. Unitrade-X

17.Automotor

18. Avtoexport

19. Beissbhah-Bulgaria

20. Maxcom Car

21. Nissan Bulgiia

Product

Aluminum wheel ims

Motor vehide assemly

Geneetors, altemaors,
& other electical pats

auto
assemlies

Peugeot
distributor

Russian motor
vehide distibution

Opel
distributor

Mazda
distributor

BMW

Skoda
distributor

Truck
marufactuing

Auto
marufactuing

Renault &
\Volvo
distributor

Daenvoo
distributor

Peugeot
distributor

VW & Audi
distributor

Citroen & spae
patts distibutor

Russian
auto supplier

Sewice
equipment

GM & Blue Bird
bus distibutor

Nissan & Dunlop
distributor

Contact

n/a

Kiril Baev

Petar Kirov

Rosen Guilev

Pangot Vassiler

Aleksey Sadnitski

Dimitur Simeon®

Stefan Hadjinilolov

AtanasTilev

distributor

lvan Todormov

Dimitur Dimitrov

Peter Spiidonov

Yulian Gen@

TomaTomov

Stoyan Zhele

lvan hanos

Kiril Savov

Alexey Stadnitski

Rumen Bae

Swetlozar Siaov

Dimitur Dimitrov

Phone/Fax
tel: 359-64-27-997
fax: 359-64-36-222

tel: 359-68-22-091
fax: 359-68-235-871

tel: 359-44-249-75
fax: 359-44-412-51

tel: 359-2-718-521
fax: 359-2-320-025

tel: 359-2-885-783
fax: 359-2-871-074

tel: 359-2-791-237
fax: 359-2-703-544

tel: 359-2-882-535
fax: 359-2-885-448

tel: 359-2-878-672
fax: 359-2-873-028

tel: 359-2-799-029
fax: 359-2-799-053

tel: 359-2-658-172

fax: 359-2-63-994-315

tel: 359-54-56-994
fax: 359-54-55-432

tel: 359-2-570-02
fax: 3569-2-576-762

tel: 359-2-730-231
fax: 359-2-732-907
tel: 359-2-446-007
fax: 359-2-442-007

tel: 359-2-737-632
fax: 359-2-722-298

tel: 359-2-871-140
fax: 359-2-871-245

tel: 359-2-561-135
fax: 359-2-548-106

tel: 359-2-790-017
fax: 359-2-790-024

tel: 359-2-426-192
fax: 359-2-426-192

tel: 359-2-815-226
fax: 359-2-885-001

tel: 359-2-658-409
fax: 359-2-659-156

The inbrmaion contained in thelzove list of Bulgrian supplies of automotie paits and componentsas obtained fsm the best\ailable souces. Omissions
typagraphical erors, and rumber ©ianges,however, may occur Please send gcorrections to CEARtahe adiress listed on e 2.
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Hungary

OPPORTUNITY SPOTLIGHT

This month’s Oppotunity Spotlight ea
tures three Hungarian companies inolved
in component manfacturing and \ehice
distribution. Oppottunities exist for coopen-
tion with these entities in thedfrm of suppl,
purchase and distibution agreements.

Company: Thomas & Betts Hunaary Ltd.
Contact:  Peter Tuza, Plant Manager
Business: Electrical Components

New Factory In October 1996Thomas &
Betts stared constucting a ne/ factory just
outside of Budpest near the ton of Vecses.
The factory will produce electinics and auto
motive componentsand will have a molding
facility. Production on some pduct lines
stated in February 1997,and other pvducts
will come on line in Mach, April, and Mg.
An opening cegmoty is sthieduled br May
1997.

“After deciding to estalish [a facility] in
Easten or Cental Euope Thomas & Betts
spent quite a long timeyting to find the best
place to stara nev plant] new Plant
Manager ReterTuza told the CEAR'It
turned out thathe Hun@ran authoities gave
the best supporfor example thg more or
less on their wn found the plant siteof us’

A 10-year leasing condict was signeddr

period,” saidTuza.“Right now, we're looking
for maintenance témicians and also some
tool making pesonnetr.

Products “When the plant is fujl
equipped lger this Sping, about 70% of the
components made ¢he plant will hae an

automotve connectiori,saidTuza.“If it tur ns

out thd the plant meets ce&in ciiteria, then
there ae other components thwill be allo-
caed to Cental Euope and Hunary.”

Distribution “Because of the laor cost
and the qualied workforce, Hungary was
chosen bt the distibution will not be fom
Hungary,” saidTuza.“T he components will
be shipped to La Louvierin Belgum, which
is the Euopean disibution centerand then
further distibuted fom thee”

Company: Magyar Honda Kft
Contact:  Zoltan Pesti, Sales Excutive
Business: Vehice Distribution & Sales

Magyar Honda has opated in Hungry
since 1994The compan has set a shbtem
goal of rading the same saleome as
Honda Pland the biggest Honda distbutor
in Easten Euope with aound 2000 ca sold
in 1996.A long-tem goal is to ead the
1996 sales Mzl of the Honda distibutor in

the «isting plant thaincludes 4200 sq. m. of Austia: 5000.

working floor and another 2000 sg. m. of
office spacePart of the compay's lease
agreement inludes lease holding costs of
HUF 200,000,000 toefurbish the plant:T he
[refurbishing] has made this into an almost
new facility,” saidTuza.“If w e expand ve
have an option to doub the sie of the
plant”

Thomas & Betts hasotir other plants in
Europe:Gemary (European headqutars),
France Britain, and Belgum.

Staff For nawv, Thomas & Betts has 120
workers & its factoly and 15-20 eecuties,
all of whom ae Hungrian. By the end of
1997,the compan expects to emplp another
200 to 400 peoplé'We're making a big ébrt
to get the best people lerand since w're
just in the starup perod, we dont know how
mary of the staff will pass the 3-month i@l

Magyar Honda’s Sales kjures

Year Units Sold
1994 640

1995 612

1996 1098
1997 1,300

New Dealer Network Magyar Honda
changed most of their local deakein 1995,
something thehas paid dfwell, Sales
Executive Zoltan Rsti told the CEAR!It has
been one of the mainiprities for the last
two yeass to ind the best suited deagr said

Pesti.“Now we hare 23 deales we ae sdis-
fied with”

Spare Parts & Vehicles The compan
imports spae pats from Austia and
Belgium. The Accord model and 5-door @ic
is impotted from Grea Britain, and other
models ae impoted from Jpan and the US

Company: Daewoo Motor Kft.

Contact:  Belezna Zsolt, Marketing &
PR Director

Business: Vehicle Distribution & Sales

Daevoo Motor stared opeations in
Hungary in Jaruaty 1995 with 5 deale.
Today, its dealer netwrk includes 47 dealsr
Ninety-five pecent of the dealerae piivate
persons and 5% arintenational companies;
some of Dawoo’s deales ae mixed Deales
are trained & monthly training sessions.

“We hope to epand our dealer netwk to
60-70 deales; Marketing & PR Diector
Belezng Zsolt told the CEAR.

Vehicle Supply Daewnoo cas arive in
Cental Eulope though the Sleenian pot of
Koper The cas ae then shipped to Huagy
by rail. The compan maintains a stade stodk
in Hungary of 2000-3000 car. A stod is also
maintained &the pot. All models ae cur
rently shipped fom

Korea.The Lanos and Espewill only be
produced in Krea,said Zsolt,but other moe
els mg come br Daavoo factoies in Cental
Europe in 1998 or 1999We will se€¢’ he
said

Spare Parts Supply A spae pats stok
valued & more than USD 2 million is sted
at a cental warehouse near Bugast.
Delivery time ranges flom 24-36 hous.
Deales also nust maintain theirwn stod of
basic spag pats. If a pat cannot be lodad
in Hungary, shipment is made ém Euope or
South Korea in 3-4 dgs. “We want to hae a
bigger spae pats warehous€ said Zsolt.
“Currently, it is enough[but we’ll have] a
new warehouse Ba different locdion in
1998

After Sales According to Zsolt,Daenvoo’s
main taget is“good after sales. The ley to
good after salestdDaevoo: good dealer net
work, reliable spae pats suppy, extended
warranties on ehides,and coutesy cas.
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Biggest Challenge Finding good deales
is Daavoo’s biggest dallenge. “In Budapest,
it's difficult to find competent deals} said
Zsolt. “The basic cpital needed is high.
Because of Dagoo’s high pofile, Zsolt
noted they have mary dealer aplicants.

Biggest Sumprise “I think from the South
Korean side [the bigest suprise] is the
instability of the maket, said Zsolt."Within
two yeass, regulations danged 3-4 times,
and leasing mcedues dhangd” Long-tem
planning is dificult, he adled

Sales Goal “We hope within thee yeas
to become theumber tw car sales compa
ny,” said Zsolt. Some 75%-80% of the sar
sold in Hunguy are leased or sold on exlit.

TrendsHungary’s vehide impott regula
tions have become mar stict, said Zsolt. He
also noted thiathe Hun@gry maiket is shink-
ing because ofestictive fiscal and monetsr
policies.“For the long-tem we ae still plan
ning to see the mket deceas¢ he said
“We dont see the m&et-siz increasing
until the year 2000. =

CENTRAL
EUROPE

AUTOMOTIVE
REPOR

Passengr Cars & Jee Sales in Hungry*

Brand 1995 Share 1996 Share
Alfa Romeo n/a n/a 297 0.5%
Aleka 183 0.3% 51 0.1%
Audi 681 1.2% 700 1.2%
BMW 147 0.3% 195 0.3%
Chrysler 160 0.3% 301 0.5%
Citroen 343 0.6% 713 1.2%
Dacia 66 0.1% 101 0.2%
Daewvoo 4,670 8.4% 6,569 10.9%
Daihasu n/a n/a 1 0.0%
Fiat 3,711 6.7% 4,910 8.1%
Ford 4,478 8.0% 5,151 8.5%
Honda 612 1.1% 1,098 1.8%
Hyundai 707 1.3% 715 1.2%
Lada 8,010 14.4% 2,646 4.4%
Lancia n/a n/a 12 0.0%
Land Roer 15 0.0% 17 0.0%
Masesti n/a n/a 3 0.0%
Mazda 537 1.0% 628 1.0%
Mercedes 159 0.3% 170 0.3%
Mitsubishi 704 1.3% 964 1.6%
Nissan 149 0.3% 712 1.2%
Opel 13,663 24.5% 15,581 25.8%
Peugeot 778 1.4% 1,871 3.1%
Renault 5,502 9.9% 5,135 8.5%
Rover 43 0.1% 205 0.3%
Sad 115 0.2% 102 0.2%
Sed 2,147 3.9% 1,710 2.8%
Skoda 1,216 2.21% 2,131 3.5%
Ssangong n/a n/a 173 0.3%
Tavaria 538 1.0% 63 0.1%
Toyota 1,118 2.0% 1,671 2.8%
Volkswagen 5,089 9.1% 5,399 9.0%
Volvo 177 0.3% 318 0.5%
TOTAL 55,718 100.0% 60,313 100.0%
*Figures do not inlude sales Y Suzuki who is not a member of the impers associégon

Souce: Hungarian Viehide Impotters Associdion

Daewoo Motor Kft Hung ary Monthly Sales ly Model in 1996

Model Jan Feb Mar
Tico SX

Tico Total

Racer Base 4D 17 14 8
Racer Base 5D 36 41 50
Racer GSI 4D 8 11 28
Racer GSI 5D 17 23 45
Racer Total 78 89 131
Nexia GL 3D 0 0 4
Nexia GL 4D 46 44 62
Nexia GL 5D 40 46 23
Nexia GLE 4D 44 68 69
Nexia GLX 4D 44 43 36
Nexia GTX 3D 0 1 0
Nexia GTX 5D 21 17 11
Nexia Total 195 219 205
Espeo GLO 0 1 1
Espeo GLX 39 36 19
Espeo 2.0 CD 5 4 11
Espero Total 44 40 31
Grand Total 317 348 367
Souce: Daevoo Motor Kft Hungary

Apr May Jun Jul Aug Sept Oct Nov Dec Total
422 369 386 330 267 386 2160
422 369 386 330 267 386 2160
19 27 8 28 2 0 1 11 2 137
49 42 13 27 3 4 4 6 8 283
35 7 8 6 13 2 3 3 1 125
53 23 28 10 2 2 3 2 5 213
156 99 57 71 20 8 11 22 16 758
32 15 8 5 5 32 60 128 129 418
104 83 63 53 22 15 17 46 120 675
53 46 37 28 10 8 12 21 32 356
123 122 101 66 39 27 37 36 119 851
82 52 22 19 14 12 20 30 48 422
32 1 2 2 2 2 3 7 0 52
40 24 10 13 4 3 5 8 19 175
466 343 243 186 96 99 154 276 467 2949
0 1 0 0 0 0 0 0 3
24 37 139 71 43 47 54 36 64 609
10 9 36 1 3 5 1 2 3 90
35 46 176 72 46 52 55 38 67 702
657 488 476 751 531 545 550 603 936 6569
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Profile Contirued Fom Rage 1

Britain, and Dealer Rpresentéion Manager
in Britain. He assumed the position of
Managing Director on dine 10,1996.

The 33-gar-old Mr. Simpson is maied,
has two children,and in his fee time enjgs
playing rughy, cricket,and svimming The
CEAR spo#& with him in Brd Hunaaria’s
Budapest ofice.

CEAR: What's Ford’s sales stategy in
the Hungarian market?

Simpson: We’re moving through a pocess.
Right nav, we're tageting \ery heaily the
retail maket. The feet maket will always be
tremendougl impottant

we ascibe to tha product,being adertised
We're different.We like to do things a bit
unusual.

CEAR: For example?

Simpson: The Hesta [adertising] cam
paign is un as dpolitical” campaign because
[of a doulbe meaning] in the Huragian lar
guage. So,we've huilt a whole adrertising
campaigna mod political campaignfor the
Fiesta.We're munning aTV ad with mo&
presses spinning mspaers.

So,it's something a little bit diérent and
new. We're tiying to [credae] a theme andd-
vor to help dgve [our customes] a sense of
Ford. And, of course to

because companiesvea
more disposhle cash
with which to huy vehi
cles than the\serage
person on the séret. But
the futue is with the
retail customer Wo's a
stronger long-tem cus
tomer So,we're ofering
at good pices a supéor
product.

“Vehide maketing has not
been paiculary advanced
in Hungary. Companies a
very cautiousThe maket is
growing and leaming &out
things.We're taking a ery
different goproad.”

stand outTher’s a ged
deal of noise in the pss
and on billboadls and
TV. You've gt to stand
out. This is tue in ay
maiket.You have to be
different.

CEAR: Did your
market reseach tell
you this type of an ad

We're offering something a little merdif-
ferent and gciting than some of our
competitos higher in theange. We're a mass
marufactueer, tha'’s pat of our heitage. But
we have, we belive, a supeior quality vehi
cle. We're tiying to adopt angproad tha
represents &lue br our customes.

In my expeiience sodr, vehide maketing
has not been ptculaly advanced [in
Hungary]. In mary ways, companies & \ery
cautious.The maket is gowing and leaning
about things.

Advettising, for example does not
[include] some of the merurusual mesges
that tend to pamede the airvaves inWesten
Europe But | think nav we need to set our
seles up as ditrent.We're taking a ery
different maketing pproadc.

CEAR: What are some of the hallmaks
of your uniqgue marketing gpproac?

Simpson: We never adrertise pice. Don't
believe in it. We sell \ehides,we dont sell
prices.We hgpen to hee some god pices,
but tha's the ngotiation between the dealer
and customer in the siwooom.We want to
interest and xcite people in the ads. Soy
will always find the poduct,all the \alues tha

campaign would appeal
to Hungarian consumes?

Simpson: We hare done ery extensie
market reseach. Ther's still the @neal pop
ulace thaappreciades moe traditional
advertising. This is a countr with very ratio-
nal minds,quite Geman in may respects.
They want to seedcts. Réonal rather than
emotional.

But thee ae oppotunities to come in
between and to stato adl some mae inteest
and ecitement. Becauseenbelieve tha with
the poducts ve hae tha Ford should epre-
sent somexxitement.

To a cefain extent,we'’re leading in our
field. We're going ahead of Wwere the popula
tion is. The ony way to stat to move the
genenl populdion forward is to tale thd lead
Rather than to it and then phait sake. We
don't believe tha with the maket the vay it
is, playing it sak is a sensib option.

CEAR: What are some other gamples
of Ford’s unique maiketing strategy?

Simpson: We're the irst mamfactuer to
advertise commecial vehides on the teld-
sion.We spent aga deal of time and morye
developing aTransit adertising campaign
where we use [pegonal testimoyy. | believe

tha people talking lbout poducts is &r
stronger than a salesman or the mtactuer
talking aout the poduct.

We launded [the campaign] in theutumn
and thee were theee diferentTransit testime
ny advertisementsTha's never been done
before in this maket or aywhere else in
Europe It geneeted a lot of inteest in the
Transit.

TheTransit has a lot ofapd feeling
amongst the popuian and ve wanted to cp
italize on tha brand stength. Because ifou
have tha feeling and thiabrand stength,then
sales will tend todllow. It takes time and
we're hgpy to invest in thatime. We dont
expect to aslertise and then tomaow sell 500
vehides. It luilds over time You have to tale
a longertem view. | don't think instant suc
cess is aqalistic gal.

CEAR: What's your strategy for fleet
sales?

Simpson: People Fleet sales arall dout
people We've got people on thergund meet
ing and tying to adiress the custom&meeds
day in, day out. Fleet bsiness is alltaout
contactsAny fleet customer mmst feel com
fortable with whichever supplier helwoses.
He undestands thiathee’s a elaionship
there and [theg nmust be] tust.And you do
that through irvestment in pesonal contact.

Ohviously, the pices,products after sales
sewice, dealer netwrk, and all those sts of
things ae very important because without
them you dont go arywhere. But it comes
down to peopleAnd because the miat is so
small curently, this is where the competition
is the fercest.

CEAR: What are some of the industy
trends tha affect how you operate in
Hungary?

Simpson: In this maket it’s difficult to
pick up ral tiends anddrecast futue trends
because a lot of thesetds ag dictded by
govemment actionchanges tha hgppen
ovemight. [For instancg we had a major
suige in the industrin November and
December lastgar because of [planned tax]
changes br the frst of Arualy. So a lot of the
trends ag atificial, driven by outside &ctors
that we really have no contol over. Tha
malkes it dificult to forecast.

But thee ae some &nds thaare real
[such as] thavehides ae tending to gt laig-
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er. The“C” segment,Escot-sized, is still the
largest maket sgment,followed ty the“B”
segment kesta-sied

It's difficult. January came in petty well, |
think. Because imfrmaion is so scae hee,
we dont know

cars. But the'CD”
Mondeo-sied sgment
is growing. We're mar
keting the Mondeo
heavily because it a
good poduct hut also
because i a gowing
sggment.Tha's \ely,
very impottant.

Ther’s a tend to
larger cas, but [there’s
also me@ement] out of

“In Hungary it's difficult to
pick up real tends anddre-
cast futue trends A lot of
the tiends ae atificial, dri-
ven ly outside &actoss thd
we really have no contol
over. Tha males it dificult
to forecast.

[whether] the druary
market was a hangver
from Decembewvehi
cles tha simply didn't
get out the door in
December

CEAR: How's the
supply of automotive
market statistics in
Hungary?

Simpson: One of the
biggest dhallenges hee

“C"” and into“B” cars,

and belov tha into sub-"B” cas like the
Daevoo Tico. We'll have a competitor in the
sub-"B” sgment with the Ka ery soon.

CEAR: Why are larger cars becoming
more popular in Hungary?

Simpson: Cettainly [increasing] lying
power. And thee’s a peference bang thee
as vell, | believe. Particularly in fleets [where]
they’ve beenunning“C” segment cas for a
while. [Fleet avners] have recaynized tha as
the maket maures and companies uge
here, more people & emplged ther’s moe
manaement,and a peking order in pek job
vehides stafs to hiild up.As tha builds up
then moe mangement people ardemanding
“CD"” cars instead ofC” cars, which is gpod
for us.

CEAR: Any other trends or issues diéct
ing your strategy?

Simpson: Obviously, the averriding issue
is the sie of the maket and thadoes [affect]
significantly how we gproact the maket.
Because lealy with a small matet we need
to estdlish, not a domineéng shae, | don't
think tha'’s realistic or sensib, but we need
to estdlish a sensile slice of the ma&et. And
the industy is goowing very fast.

CEAR: Many car companies sg that the
Hungarian market has not lved up to their
expectaions. Is that the case with Prd?

Simpson:| came into this position after the things ae very new. Our

Bokrus pakage when the indusyrwas on its
knees. Sol guess the industrlast year
exceeded m expectdions because of the
bulge & the end of thegar The jury is out,|
think, as to hav the industy is going to shae
up.We've gt a fairly low forecast this gar,
but we'll have to see

is tha thele ae no @v-
emment [supplied auto dtstics]. Vehides ae
registered in eab of the 19 counties and
whilst the gvemment mg compile the indr-
mdion, it's not passed outhe car impaers
associdon pullishes mmbes from all the
membes who submit their salessery month.
But Magyar Suzuki is not a paof the assoei
ation so ve dont see their ambes.

CEAR: What kind of information do you
need tha the market isn't providing?

Simpson: More detailed inbrmation.
Sales | county and b the small egions
within countiesAnd then salesybvehide
seiies, model,engne, transmissionThat will
then help us undstand the &nds in the mar
ketplace

We can angtze our mmbes, of course
and we undestand vihat our trends ae. But
it's wery difficult to identify tiends out ther
perhas [relaed to] a poduct we dont offer
or a poduct tha we dont maiket stongly in
this maket. And it could be a laye oppotuni-
ty tha soméody else is taking achntage of.

CEAR: What's your

ing forward, helping our people and deaeo
improve is,| think, our biggest dallenge.

CEAR: What's are some of the moe
effective tools yu use to mange your
employees?

Simpson: You hae to be a leader of peo
ple. The staf has to tust you and ypu nust
shav commitment to them andutual espect.
Once yu hae tha then yu can stdrto talk
to them on a pepnal basislaout the issues
tha they face Every staf member and dealer
has their wn oppotunities and ballenges.
We have to sit davn and talk Bout those with
everybody. There ae no sharcuts.

We hare a mmber of pne mangers and
they are the legers of the oganizdion
because theare the line to the deakeiVe
train them ery had and eduda them one-to-
one directly. You have to help them to
undestand the bsiness and then [thean]
help the dealsrundestand their bsiness bet
ter.

CEAR: How do you suppott your dealers?

Simpson: We hare a umber of dealer
suppot programs unning this yar We're
suppoting with cash. Not totayl but we
parttner with deales and ve're shaing a
number of costs to encage them to ty
something ne. All types of costs. It differ-
ent for every dealer

I'm very concened thawe dont limit our
horizons and sg O.K., those things &Il pay
for and those @ won't. It dgoends on edc
individual’s citumstanceThe one thing thés
for sue is tha we want to hae a \ery effec
tive netvork. We want them to be pfessional
and deal with customeWe want them to
look right and to delier sevice consistenyl
Tha's a ley for us.We will achieve thd, in
the mainby the end of

biggest daily chal-
lenge?

Simpson: Keeping on
top of developments.
This maket is \ery
dynamic In adlition,

deales ae nev to this

“We anayze our perbr-
mance and ea&csitudion
constany because @'re
growing and leaming and
changng.”

this year

CEAR: How have
you set up yur parts
supply network in
Hungary?

Simpson: We use an
enomous centil ware-

businessThey’re not
expelienced in cpitalism,for one They're not
expelienced in motor @hide trading the \ay
you see it in the @st.They're not e&pelienced
in sales telaniques. Customer yalty, cus
tomer sésfaction is something meto them.
So just legping contol, kegping things mu-

house in Colgne We
have a stok and ush oder system. Customs
are deared hee in Budaest and then [pes]
are delivered by truck on a beak hulk basis
directly to our deales.

Continued on pge 18
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Hungary

ACCOUNTING & FIN ANCE

IMPORTANT CHANGES TO HUNGARY’'S CORPORATE TAX LAW

Effective
Jaruary 1,1997,
several major
changes were
made to Hungty’s
corporate tax lav.

The main
chang is tha the
previous system of
an 18% calculed
tax and 23% sup
plementay tax on
distiibuted dvi-
dends both pable by the coporation was
canceled andeplaced ly an 18% tax on jpfits
payable by the coporation and a 20% or 27%
tax on dvidends.

Balaza Beks

According to the domestiaute the 20% or
27% tax on diidends has to be paidnen the
dividend is distibuted to Hungrian naural
persons.The dvidend is not taxale if distrib-
uted to coporations egistered in Hunguy.
With respect to nonesident entitieshoth the
domestic la rules and theules of the tedies
on the &oidance of doule taxaion will apply.

Payment of the tax liabilities of non-resk
dent entities In accodance with the mwvisions
of the law, paying entities ae required to with
hold the coporate tax fom the taxble income
of non-esident entitiestahe ite speciied in
the lav: 18%.The pging entity nust deter
mine whether the income is paid to esident
or a non-esident entity

If the income of thedreign peson is not
taxable in Hungary the tax should not be with
held Income is not taxtae locally if such
income m& not be tard under intaraional
agreementsWith regard to the ules of the
intemational greements thge cases can be
distinguished

1. An intemational agreement @mpts income
from taxdion on the gounds of nonesident
status

In this case:
« the non-esident peson nust obtain a cer

tificate of his place ofasidence fim the tax
authoities of his county; and

« the pging entity is to eport sud pay-
ments to the tax authiies by January 31
following the tax gar

2. The income paid to the noesident is oth
erwise taxale in Hungry and the teay
provides br the gplication of a laver rate.

Under this scenar, as a gneal rule the
paying entity is to withhold the cporate tax.
The diference betwen the domestiate and
the teay rate mg be edaimed ly the non-
resident peson.

3. Special teament

As a special #ament with egard to inter
naional treaies,the pying entity my
withhold the tax aithe mate tha will ultimately
be gplicable under the &y if, pursuant to the
law and subject to the gumrtee of the nores
ident peson,the pging entity assumes the
difference in the tax liaility that results fom
applying the ete specifed in the teay and the
rate speciied in domestic ha.

The pging entity will then hae to pg over
the tax actuajl withheld povided tha upon
request the tax authities gproved the pg-
ment of sub difference to be defred without
default inteest. Sub goproval of deered py-
ment without dedult inteest is efective until
withdrawn or the end of the taxear whichever
is ealier, provided tha the pging entity:

 submitted theaquest to the tax authity,
before pyyment;

» dedares thathe tax will be withheld tathe
rate speciied in the teay from the non-esk
dent peson in the counyrrefered to in the
requestand dtaches the greement beteen
the pging entity and the noresident peson;
and

* agrees to #acd to the annal tax etum the
authentic Hungrian \ersion of the ceificate of
residence issuedylithe Preign tax authaties
in the dsence of \Wich the pging entity is to
pay the tax diference not withheldypthe dead
line for filing the anmwial tax etum.

When the pging entity dtaches the ceifi-
cae required for the eligble refund to be made
to the non-esident peson,the condition ér
deferred pyment of tax is deemed tssfied.

The tax authaties will approve deered
payment of tax povided the pging entity eg-
istered by the Court of Registration is deemed a
reliable taxpger, i.e. the taxpger has no out
standing tax libilities and the leest tax audit
revealed no major digfiengy.

The paing entity is esponsike for the con
sequences of kiang withheld the taxtahe
wrong fate as it mg be evealed ly a tax audit.

Payment of dividend tax by a non-resi
dent recipient of dividend income According
to the gneal rule the pging entity is to with
hold 20% dvidend tax fom the dvidend paid
to non-esidents. In case thestty in force pio-
vides br a laver rate for Hungary, the
non-resident mg redaim the diference

Payment of tax liabilities of non-resident
individuals. The tax lidilities of non-esident
individuals ae paable in accodance with
rules as set out in thewaon pesonal income
tax. The povisions of the espectie treay are
applicable to all maters govemed in the teay,
sud as the @stence of tax likility, the type of
income and the taxate. The domestic lgisla-
tion prevails in maters not egulated in the
treay. As a consequencehen the income of
the non-esident indridual is not taxkle in
Hungary, the pging entity or emplger is not
required to calculte the tax liaility or the
amount of withholding

When pusuant to the &ay the income is
not taxdle because of the inddual’s non-es
ident staus,the indvidual is to notify the
paying entity or emplger with a cetification
of non-esident stius. The emplger nmust then
report the inormaion as desdbed dove.

The paging entity or emplger is responsilte
for the consequences of\iiag withheld the tax
at the wong rate as it mg be evealed ly a tax
audit.

Balazs Be&s is Senioffax Manaer of the
Tax & Legal Department of Deloitte &
Touche’s Budaest dfice. =
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Light Commercial Vehide Sales in Hungry by Brand (under 3.5 ton)

BRAND 1995 Marl_<et Shae 1996 Marl_<et Shae Compaed to
in % in % PreviousYear
ALEK O 251 2.0 57 0.5 22.7
CITROEN 559 4.6 440 3.6 78.7
DACIA 74 0.6 67 0.6 90.5
DAIHATSU 1 new distibution
FIAT 940 7.7 1,101 9.1 117.1
FORD 927 7.6 803 6.6 86.6
HYUNDAI 1,097 8.9 720 5.9 65.5
LAND-ROVER 60 0.5 74 0.6 123.3
MAZD A 1,013 8.3 1,122 9.3 110.8
MERCEDES 338 2.8 540 4.5 159.8
MITSUBISHI 665 5.4 684 5.6 102.9
NISSAN 96 0.8 772 6.4 804.2
OPEL 1,125 9.2 1,265 104 112.4
PLAGGIO 94 0.8 55 0.5 58.5
PEUGEQOT 399 3.3 706 5.8 176.9
RENAULT 824 6.7 477 3.9 57.9
SEAT 67 0.5 341 2.8 509.0
SKODA 769 6.3 410 3.4 53.3
TATA 98 0.8 36 0.3 36.7
TAVRIA 25 0.2 6 0.0 24.0
TOYOTA 1,592 13.0 1,371 11.3 86.1
VOLKSWAGEN 1,244 10.1 1,076 8.9 86.5
TOTAL 12,257 100 12,124 100 98.9
Source:Hungarian Vehide Impoters Associdion

Central & Westem Europe In 1997

1997 June 7-12 Brno, Poland AutotecAutosalon
April 5-13 Stodholm, Sweden Int’| Motor Shav August 1 Hellerudsletta, Norway Autofair
April 8-13 Zagreb, Croatia Auto Shov Sept. 1 Milan, Italy Autopomotec
April 18-20 Valencia, Spain Motorepoca Set. 1 Lyon, FranceSalon Intl de I'’Auto
: ; ; Sept. 3-7 Nitr a, Slovakia Int’'| Exhib. of Passengr Cas,
April 18-23 BrusselsBelgum Autotednica v e ¢
Trudks, Utility Cars, & Accessaes
AT Y ETHB TR, SIEVEEL AT Sy Sept. 11-21 Frankfurt tC%I‘/ermany Autotednica
April 25-30 Poznan,Poland Int'| Fair of theAutomotive ' . ! .
Industy Sept. 23-27 Sarajevo, Bosnia Auto Shav
May 1 Bir mingham, England Automotie Business Sio ~ O¢t: 1 Katowice, Poland Autosalon
May 1 Barcelona,Spain Automail Oct. 1-5 Budapest,Hungary Budgest Motor Sha
; . Oct. 3-12 Bucharest,RomaniaInt’l Exhib. for Motor
May 1 Lublin, Poland Manufactuing Technology Shav . ) .
. Vehides, Spae Rarts, & Accessaies
b O Tormp, Il Aut(?motor ) . Oct. 14-19 Bucharest,Romania Int'l Technical Rir (ind.
May 13-17 Skopje, Macedonia Commecial Vehide Shav automotve companies)
May 14-18 Istanbul, Turkey AEF Automotive Shav Oct. 17-22 Kortrijk, Belgum Car & Bus Shw
May 20-23 gg"/gg'g’ﬂg; mggg of Madines,Tools, Nov. 1 Valencia, Spain Salon deAutomavil
' Nov. 15-23 Athens, Greece Auto Shav
May g;éi golé)gna,tltaly Autop:m:ottgtzl H Nov. 26-30 Madrid, Spain Industial Vehide Trade Rir
JJ?; 5—-8 Ml;dé:?gss, :i:?\i?t/ongcus fal Hungary Dec 6-14 Bologna, Ital y Motorshav
» 9P For moe information, please contact the CeatrfEuropeAutomotize Report.
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AUTO MARKET RESEARCH
FORA COMPETITIVE EDGE IN CENTRAL EURPE

INTERNET SERVICES
TO SELLYOUR PRODUCTSWORLDWIDE

INVENTORY CONTROL SOFTWARE
THAT CAN SA/VE YOU MILLIONS AT HOME

Automotive Market Resear ch

For Your Inf ormation Needs, Using Our Central Eur opean Staff:

Monthly Reports on Manufacturer Production Output Across Central Europe

Freelance Customized Data For Your Company’s Needs, Without the Cost of Additional Staff
Contact Lists

Delivered in Print and Electronically

Internet Ser vices

Designed Specificall y For A utomotive Companies:

Internet Web Site Design & Hosting in the USA, For European Companies

Connections You Can Depend On, Prices You Can Afford

High Speed USA Phone Lines Connect Prospects Worldwide Without Problems, At Affordable Prices
Top Design Expertise Gives Your Company A Professional Look at the Right Price

Put Your Product Catalog On the Internet, We Are Experts At Catalog Databases

Worldwide Product Marketing, Email Direct Marketing Services

Web Advertising and Directory Listing Services

We Put Your Company On the Cutting Edge of Internet Sales & Marketing

Don’t Understand the Net? We Do

Inventor y Software & Consulting

The Average Customer Sa ves USD $1 Million P er Year:

Standardized Databasing For All Inventory — Know Exactly What You Have, Error Free Data Entry
Maintenance Part Inventory Management Cuts Costs Because You Know What You Need, Where, & When
Significant Savings on Ordering Processing, Warehousing, Taxes

Design & Implementation of Ordering Contracts, Vendor Stocking Programs Saves You Time & Money
Customized For Your Business, Proven In Major US Corporations

CENTRAL EUROPE

CEACG AUTOMOTIVE CONSULTING GROUP

United States Tel. [1](303) 784-5653 Fax [1](510) 927-2630
Slovak Republic Tel. [421](7) 374-431 Fax [421](7) 361-085
Email: cetmllc@ibm.net
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Executive Changes d ITT Automotive Europe

Supevisory Boad of ITT Automotve Euopeg effectve from

lion in 1995.

On Februaly 3,1997,Dr. Jurgen M. Geisingr was gpointed Chaiman of the Mangement Boadl by the
worldwide responsibility 6r ITT's Brake & Chassis Diision.

ITT Automotve Euope hasdctoies thoughout Centarl Euiope and is the lgest subsidigrof ITT
Automotve inAuburmn Hills, Michigan. The compay had an anmal tumover of goproximately DM 5 bil-

February 1,1997. Geisingr will also hae

INVESTMENT

OPPORTUNITIES

To submit oppdunities br pubication write to Trade LeadsCEAR &:

4800 Baseline RoadSuite E104-340
Boulder, Colorado 80303 USA
or E-Mail to cetmllc@ibm.net

patts, spiral spings,and tube ims seeks joint
ventue patner

Manufactuer seeks coopation in field of

Opportunity Investment Sought Contact Phone/Fax
Producer of shdc absorbes under Shoea license USD .5 million Csaa Kilian (36 1) 118-0051
seeks dreign patner to co-inance &pansion (re: Berva)

program involving increase of arumal caacity

from 180,000 units to 400,000 units

by 1999.

Manufactuer of plastic pas for Opel, USD 5 million Csaa Kilian (36 1) 118-0051
MercedesVW, & Suzuki seeks equity paer (re: Permu)

who is engged in plastic pscessing bsiness

Supplier of se for Suzuki cas & spae pats USD 1.5 million Csaa Kilian (36 1) 118-0051
for Ikaus seeks jointentue patner, technology (re: 02/Aut/96)

transer, joint marufactuing

Battery marufactuer seeks jointentue patner USD 2.1 million Csaa Kilian (36 1) 118-0051
for processing useekehide stater bateries (re: Perion)

Developer of contimousy variable transmission Istvan (36 1) 118-3335
seeks imestor br production Szenpetey

Compaly engaged in the érging of deg forged Csaa Kilian (36 1) 118-0051

(re: 14/Met/96)

Csaa Kilian

electionics (cicuit boads) and metanics (die
casting madining, sheet metal prcessing
plastic injection molding)

(36 1) 118-0051
(re: 07/EI-En/96)

Csaa Kilian

Manufactuer of pecision fttings, iron castings,
and metal \are, seeks entue patner for joint
marufactuing, subcontacting technical coopeation

(36 1) 118-0051
(re: 11/Eng/96)

Compaly engaged in metal casting seeks frear
for joint mamnufactuing or subconticting

Csda Kilian
(re: 16/Met/96)

(36 1) 118-0051
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Profile Contirued Fom Rage 13

CEAR: You don't have ary intermediate
warehouses in Hungry?

Simpson: Obviously, we're reviewing tha
policy constany, whether its gopropriate and
whether its worthwhile to invest in a vare-
house hex. And if it is, then we'll do it. If it
isn’'t, we won'’t. We dont take arything for
granted We anajyze our perbrmance and ou
situgion constanit because @'re gowing
and leaning and bangdng.

|

CEAR: How are cars delivered to you in |
Hungary?

Simpson: Cars arive by two methods. By
barge davn the Dambe and dict by train.
The majoity of our vehides come fom
Gemary. We souce Transits and Mondeos
from Genk [Belgum]. Hestas and Scpios
from Colgne FHesta-based light comneal
vehides from the UK. Kas and Escés from
the UK.

I'm pleased to saall of those &ctoies
obtain pats thd are mamfactued in
Szekeskhewar. The quality is ery high. The
price is \ery good So it males senseof our
vehide marnufactuing plants to sowe their
components im Szkeskhevar. [The facto
ry] is growing very quickly. Five-hunded
employees a gar @o and 1500 p the end of
this year It's gowing all the time

CEAR: Do you have ary specifc expan-
sion plans br the Hungary sales netwrk?

Simpson: We've been though our gpan
sion phaseThe compay more than douled
in size in tems of staf membes. In Februaly
last year we took on another 12 peop\&e’re
now settled We've gone though the gowth
phase in the sales opgon within the compa
ny but cetainly we need some mer
representéion points.

But we want to be dective in the vay we
put representtion points tgether We opeete,
and ve alvays will, through a netwrk of
independent fandise deales. We believe in
exclusivity. Better br the deales. Better or
us. | dont believe paiing is a @od idea.

We hare no plans to iwest diectly in our
distribution network. Consequeny] we have
to offer a worthwhile bhusiness oppaounity for
our deales. Appointing too may deales
would dilute etums for those inestos and
we wouldn't get the ight investos. We're
keen to gt the ight investos.

I Compay
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Comments & Sugestions:

CEAR: What was your biggest sumprise
in Hungary?

Simpson:| think the g/namism.The
inability to really

very fortunae hee in tha we hare an &clu-

sively Hungarian staf. We work together as a

team. | bing some gpettise and kneledge
from the outside and

forecast vina's going
to hapen in the nd
six monthsWe're
having impot quotas
estdlished twice a
year and fom where
| sit now | cant tell
you hav mary vehi
cles we're going to

ize on it within

“You have to be ble to react and
deliver very quidkly. If there’'s an
oppotunity you hare to caital-

You have to be hle to react.

they bring some
undestanding of the
local maket place and
local populace
Combine thawith
nimbleness and the
ability to work togeth
er as a team and tha
the key to suwival.

a couple of ga.

be dle to sell this
year No ideaAnd
tha is a suprise. Not a welcome syprise. I'm
amazd we're put in thaposition.We wel-
come the oppaunity to be ale to forecast
and plan bgond a pepnd of six months.

CEAR: What's the key to survival in this
market?

Simpson: NimblenessYou have to be ble
to react and gu have to be hle to delver
very quidkly. If there’s an oppdunity you
have to caitalize on it within a couple of
days.You have to be ble to react.

And teamverk. You cant come into a mar
ket as adreigner as | amand epect to pply
everything you've leaned in the maet. I'm

It's a pllercoaster
ride. One dg it's the best dayou ever had
[For example],we had aecod sales month in
December and it as temendousAnd then
we had an impddicense dsis [and didnt
know if] we could impar enough ehides to
see us tlough the if st six months of thegar
Those ae the highs and Ves. m
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“T he best inbrmation available on the automotie sector in Centl Europe
Is Now On TheWorld Wide Web

CENTRAL

AUTOMOTIVE WWW.CEAR.COM

REPOR

INTERNET WEB SITES & ADVERTISEMENTS

FOR AUTO MANUFACTURERS & SUPPLIERS
Use the CEARMeb Site to SellYour ProductsAround theWorld

http://WWW .CEAR.COM, the Web Site of the CENTRAL EUROPE AUTOMOTIVE REPORT, is
designed as a 24 Hour Per Day, Non-Stop, World-Wide sales tool for the Auto Industry. Manufacturers,
Suppliers, Distributors, Consultants, and Service Providers to the Auto Industry can sell their products
and services over the Internet to Central Europe, and the the entire World Market. Reach more
prospects than you ever thought possible by using the Internet at an affordable price. We use
designers, servers, and phone lines in the USA, so you get professional quality and high speed
connections that you can depend on, at prices you can afford. WWW.CEAR.COM offers you 3
options:

Option #1 WWW.CEAR.COM Director y Link

Your company and products or services are listed in our WWW.CEAR.COM directory, and a
Director y Link is created so that internet users who want information about you can click on your
directory entry and be immediately linked to your company’s own web site or email address.

PRICE: USD$250 for One Full Year

Option #2 WWW.CEAR.COM Advertisement

Your ad is placed on the WWW.CEAR.COM web site, and your company and products or
services are listed in our search directories. Your advertisement also includes a link to your web
site or email address. PRICE: USD$1,750 for One Full Year

Option #3 WWW.CEAR.COM Web Site

WWW.CEAR.COM will design and host a web site for your company. Be a sub-website of the
WWW.CEAR.COM, or for an additional USD$250 we will register your web site under your
exclusive domain name (i.e. www.your company name. com). Either way, you get your own web
site at a fantastic price. This service includes a Director y Link from the WWW.CEAR.COM web
site, basic web site design, search engine listings, monthly web site updates, and one full y ear

of hosting . PRICE: USD$3,200 for One Full Year
In the USA Contact: In Eur ope Contact:
Ronald F Suponci¢Jr. Jeffrey A. Jones

Email: CETMLLC@IBM.NET
Tel. Toll Free in USA:(888)206-3548

Tel. From Outside USA[1](303)784-5653

Fax: [1](510)927-2630
CEACG
4800 Baseline RdSuite E104-340
Boulder CO 80303 USA

Email: CETMLLC@IBM.NET
Tel. : [421](7)374-431
Fax: [421](7)361-085
CEACG
ul. L. Derra 2,1./48
830 00 Betislava, Slovak RepuHic
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CzEcH ouT EUroPE's GROWTH ENGINE

An evergrowing number of tebnically ad/anced automote component marfactuers and supplier ae
looking to set up opetions in the Cech Repudic — and br good eason.

A recent indpendent stuglon the countr'sAutomotive Components Indugtfound thathe Ced Repulic
is a peréct locdion from which to mamifactue pioducts ér distibution thioughout Euppe The stug revealed
tha:

Anrual exports exceeded US$350 million lastar and will likely top US$500 million
within the nat few years.

The Czdch Repubic is home to wer 70 breign-avned automotie components
marufacturing or assemly plants,and is poiseddr ever greaer expansion.

Czed-based automate supplies are stiategically locaed near Eubpe's major car
marufacturers.

Wages ae a fiaction of those paidybBritain and other westen Euiopean counies.

But see 6r yourself. To receve a complete cgpof the stug, please contact M&n Jahn,U.S. Director,

Czedhinvest* & the nevly opened dice in Chicago. Tel: 312-245-0180 / &x: 312-245-0183. Or Contag
Czedhinvest in Pague a Tel: (42-2) 2422 1540 ordx: (42-2) 2422 1804. Let us helpyr compag gear
up for greaer pofitability.

*Czedhlnvest is the Gach Government @engy responsile for the dtraction and ngotiation of reign direct investment into the @eh Repuhblic.
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