CALL FOR OFFERS 

FOR SHARES OF COMPANY

PALOMA-SLADKOGORSKA TOVARNA PAPIRJA d.d., Sladki Vrh

1.

SELLERS:
· KAPITALSKA DRUŽBA POKOJNINSKEGA IN INVALIDSKEGA ZAVAROVANJA, d.d., Dunajska cesta 119, Ljubljana and

· SLOVENSKA ODŠKODNINSKA DRUŽBA, d.d., Mala ulica 5, Ljubljana.

2.

SUBJECT OF SALE:

The subject of sale is 2,410,007 standard nominal shares (1,272,775 shares owned by Kapitalska družba, d.d. and 1,137,232 shares owned by Slovenska odškodninska družba, d.d.), representing 70.97 % of the share capital of the following company:

PALOMA-Sladkogorska tovarna papirja, d.d., Sladki Vrh 1, 2214 Sladki Vrh

3. 
DUE DILIGENCE

Interested parties shall be entitled to carry out a process of due diligence of Paloma, d.d., which will take place in two phases:

· The first phase, which is due on workdays in the period between 3 November 2008 and 14 November 2008 inclusive, shall provide all interested parties to conduct a limited due diligence process based on the rules provided, including a submitted statement of confidentiality. Participation in the limited due diligence will be subject to a fee of 1,000 EUR, which shall be paid by interested parties to the bank account of Paloma d.d., no. SI56 0451 5000 0183 159, held with Nova KBM,  to be paid no later than the start of due diligence;

· The second phase, which is due in the period from 15 December 2008 to 18 December 2008 inclusive, and which will provide further disclosure of information, shall only include bidders who shall submit offers in accordance with the terms and conditions set out herein.  

4.

BASIS FOR COMPILING OFFERS:

The sellers shall consider offers, which will include the following elements:

- Subject of sale:


2,410,007 shares of Paloma, d.d., ;

- Price per share:
the tendered price PER SHARE must be expressed in an exact amount in euros;

Offers in which the tendered price for purchase of shares is tied to the price offered by any of the remaining bidders shall be considered incomplete and shall not be considered;

- Method and due date of payment:

- Transfer of ownership:

the relevant date shall be considered as the date of booking over shares in the Central Securities Clearing Register, Ljubljana; 
- Costs:

Each party shall bear its own costs relating to the fulfilment of the agreement and transfer of ownership on the subject of sale;

- Date of expiry of the offer:
The offer is valid up to and including 15 March 2009
Bidders shall supplement offers with the following documents:

· Excerpt from the Companies (or other adequate) Register, which shall not be older than 30 days from the date of submitting their respective bid;

· A brief presentation and ownership structure of the bidder, which must be backed up with the necessary supporting documents;

· A programme of future development for the company, namely for a period of the following 4 years, identifying the direction of development, anticipated fresh investment into equipment and current assets, including the method of financing using either equity and/or debt capital, the scope of production and the trend in the number of employees per respective years, including a presentation of the respective bidder’s financial and technological capacity to implement the programme of future development and brand(s) of the company;

· A statement stating that the bidder is purchasing the shares in his own name and that the respective bidder has not concluded an agreement with any third party in relation to managing or selling the shares, or a statement of disclosure of the final buyer or investor, if the shares are being purchased on account of a third party;

· A statement from the respective bidder stating that it is aware of the financial-economical state Paloma, d.d., and that the offer for purchase of shares, as well as any subsequently concluded agreement, shall remain valid even if the company should be subject to bankruptcy proceedings or other insolvency proceedings.

4.3 Bidders submitting offers following the due diligence set out in the first indent of item 3 hereof shall be obliged to further supplement offers with an original copy of an irrevocable bank guarantee from a first-rate bank serving as the bid bond and amounting to 10 % of the bid’s value, which shall state that the said bank undertakes to pay the stated sum in case the bidder should rescind the offer within its term of validity or reduce any elements of the offer. The said bank guarantee shall remain valid until 30 April 2009 inclusive. 
4.4 In addition to the demands set forth hereinabove, bidders shall also include a statement on their eventual willingness to participate in increasing the company’s share capital by stating a nominal and emission value of such an increase or solely their willingness to contribute to an increase of share company by notifying the company’s management. 

5. 
ADDRESS AND DEADLINE FOR SUBMISSION OF OFFERS:

5.1 All offers shall be addressed as follows: Slovenska odškodninska družba, d.d., Mala ulica 5, 1000 Ljubljana, in a sealed envelope marked: »DO NOT OPEN – PALOMA« by noon on 24 November 2008.

5.2 Any eventual improved offers which bidders should submit following the due diligence stated in paragraph two of item 3 hereof, should be addressed to: Slovenska odškodninska družba, d.d., Mala ulica 5, 1000 Ljubljana, in a sealed envelope marked: »DO NOT OPEN – PALOMA«, no later than noon on 6 January 2009.

Sellers are entitled to amend the deadlines stated under items 3 and 5 hereof in considering the circumstances surrounding selection of a strategic partner for Paloma, d.d., whereby they shall notify all interested parties thereof in due time.

6.

SELECTING THE STRATEGIC PARTNER: 

The process of opening the offers shall not be made public.

The sellers reserve the right to set additional minimum requirements prior to initiating due diligence set forth in indent two, item 3 hereof, which respective bidders shall, in addition to requirements set forth under items 4.1 and 4.2 hereof, include in their eventual improved offers, whereby fulfilment of these conditions shall bind the sellers to conclude an agreement with the best bidder.  
In case the sellers feel that based on the tendered conditions they are not able to select the most favourable bidder or that they are able to achieve more favourable selling conditions, they are entitled to call upon respective bidders to supplement or improve their offers.

7.

CONCLUDING A SALES AGREEMENT:

Once the selected bidder receives a written statement from the sellers on acceptance of the bid, the due sales agreement will be concluded and the parties thereto are obliged to honour it. Without prejudice to the above, the selected bidder undertakes to conclude a written agreement on the sale of shares with the sellers within 10 (ten) days of the date of receipt of the statement on acceptance of the bid. In addition to the general elements contained therein, the said written share sales agreement shall include the following clauses:
· Paloma, d.d. shall continue to exist as an independent legal entity, maintaining its operating functions in the Republic of Slovenia. 

· Paloma shall not change its name; the headquarters of the company, including the management, technical departments and the production line, shall remain in Sladki Vrh.
· Payment of the difference in price: 
· If any further acquisitions of company stock should be made by the buyer or its associated entities or in case of acquisition of the company by the buyer, its associated entities or third parties pursuant to the Acquisitions Act within the 24 months following the closing date, whereby the price per share in case of additional acquisition of stock paid by the buyer or its associated entities or the acquirer in any outright acquisition should be greater than the price agreed herein, the buyer further undertakes to pay the sellers the entire difference between any such price and the selling price per share agreed herein pursuant hereto, multiplied by the number of shares that serve as the subject hereof. Definition of associated entities shall be subject to sensible application of the terms included under provisions of Articles 23, 24, 25, 27, 28, 29, 30 and 32 of the Banking Act (Official Gazette of the Republic of Slovenia no. 131/2006; ZBan-1).

· If the buyer should sell the shares held in the company at a price per share greater than the one agreed herein within the next 24 months either on its own or through third parties on its account, the buyer shall undertake to pay the sellers the full difference in the agreed selling price. 

8. 
MISCELLANEOUS 
The wording of all bids and enclosed documents shall be in Slovene language or shall be accompanied by a valid translation into Slovene. 

Additional information relating to the said procedures shall be made available to interested parties from Ms. Mateja Lovšin Herič, Slovenska odškodninska družba, d.d., telephone: +386-1-3009128, e-mail: mateja.lovsin@so-druzba.si, and Mr. Simon Černetič, Kapitalska družba, d.d., telephone: +386-1-4746791, e-mail: simon.cernetic@kapitalska-druzba.si. 

All parties interested in performing limited due diligence in Paloma, d.d., should notify their intent by mail to Slovenska odškodninska družba, d.d., Mala ulica 5, 1000 Ljubljana, namely by no later than 28 October, 2008. Upon receipt of the said notification, interested parties shall receive the documents required for participation in the limited due diligence to their respective stated address. 

KAPITALSKA DRUŽBA POKOJNINSKEGA IN 

INVALIDSKEGA ZAVAROVANJA, d.d.  

Uroš Rožič MSc, Chairman of the Management Board
Helena Bešter MSc, Management Board Member

SLOVENSKA ODŠKODNINSKA DRUŽBA, d.d.

Marko Pogačnik MSc, Managing Director

Matjaž Jauk, Assistant Director

