

















COMMENT

Holubec

he current economic
downturn has significantly
altered the near-term

growth prospects of the majority
of businesses across most
sectors. For some, even long-term
prospects are now about survival
rather than growth.

Many CEE companies have
yet to feel the full impact of the
crisis. Many are relatively young
- surfacing only after the fall
of the Berlin Wall — and are yet
to experience navigating such
harsh and sudden changes in
the economic cycle. There might
not be a more appropriate time
for CEE companies to refocus on
their core businesses as a means
to realise value in the form of cash
flow, from selling underperforming
or non-core assets.

The decision to divest a
business is seldom easy,

“The decision to divest
now depends on

whether the sale of any
of the parts preserves or
increases the value of the
remaining operations”

particularly for the region’s
proud entrepreneurs who built
their businesses from scratch or
privatising and turning around
state enterprises. Furthermore,
sellers now outnumber acquirers.
Multiples earned on the sale
of business have significantly
decreased and, at times, are near
or even below zero times EBITDA.
Thus the mathematics of
whether to divest might no
longer be based on determining
whether the sum of the parts
carries greater or lesser value
than the whole. Instead, a more
appropriate equation might be:
“Will the sale of any of the parts
preserve or increase the value of
the remaining operations?”

What to divest?

So which operations should
remain with the business, and
which should be separated?
Determining what to divest need
not be entirely traumatic — there
are also benefits. Identifying core
and non-core assets will help a
company see what is bleeding
and what is generating cash. It will
help to crystallise how the ‘group’
benefits each individual business.
This can also reassure banks

While the decision to divest is
never easy, companies should
take the opportunity to refocus on
their primary objectives and save
their core assets

about the focus of a company’s
ongoing business strategy, making
it easier for them to assess the
risk of restructuring loans.

When preparing to divest non-
core or underperforming assets,
a business must present a fit for
purpose’ financial and operational
model. To best encourage
competition for that asset, the
model must be accompanied by
a plan that convinces potential
buyers the asset will be viable.

A seller who can do that will find
a broader set of buyers who are
interested in a quick decision and
willing to pay more.

Many CEE companies are
realising that a rough road lies
ahead. That road will challenge
the stability of even the best
businesses and will certainly
bend, and maybe break, the over-
leveraged. Some firms will revisit
core objectives and separate and
divest certain assets. Others will
continue their attempts at cost
reduction — and many will ultimately
meet their fate in the processes
associated with distress. B

Lev Holubec, a PwC partner based
in Ukraine, leads M&A Integration
Consulting in CEE.
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Spotlight: Exchange rates
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Depreciating currencies in CEE are placing pressure on borrowers in the region, where many loans are denominated in foreign currencies.
A potential debtor crisis could pose a risk for western European banks, as they account for large financial industry market shares in CEE.
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PricewaterhouseCoopers
named Lead Russia
Financial Advisor

for 2009

Acquisitions Monthly Magazine, the premier
source for international news, features

and analysis relating to the M&A and buyouts
industry, has named PricewaterhouseCoopers
Lead Russia Financial Advisor for the year 2009.

Winning the award in the first year of participation
confirms PricewaterhouseCoopers as the leading
provider of financial advisory services in Russia.
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CHIEF EXECUTIVE OFFICER:
Mike Kubena
mike.kubena@cz.pwc.com +420 251 151 803

MANAGING PARTNER ADVISORY:
Mark Okes-Voysey
okes-voysey.mark@ru.pwc.com  +7 495 232 57 13

MANAGING PARTNER ASSURANCE:
Nick Brasington
nick.brasington@ru.pwc.com +7 (495) 967-6399

MANAGING PARTNER TAX & LEGAL SERVICES:
Steven Snaith
steven.snaith@cz.pwc.com +420 251 151 804
INDUSTRY LEADERS:

FINANCIAL SERVICES:
Paul Cunningham
paul.cunningham@cz.pwc.com +420 251 152 012

TECHNOLOGY, INFOCOMM & ENTERTAINMENT:
Dinu Bumbacea
dinu.bumbacea@ro.pwc.com +40 21 202 8820

CONSUMER & INDUSTRIAL PRODUCTS:
Mike Hackworth
m.hackworth@cz.pwc.com +420 251 151 801

ENERGY, UTILITIES & MINING:
David Gray
david.gray@us.pwc.com +1 (713) 356 4856

COUNTRY MANAGING PARTNERS

ALBANIA
Stefan Weiblen
stefan.weiblen@rs.pwc.com +381 11 3302100

ARMENIA
Altaf Tapia
altaf.tapia@am.pwc.com +374 10 592170

AZERBAIJAN
Clifford Isaak
clifford.isaak@ge.pwc.com +995 32 50 80 50

BOSNIA/SERBIA/MONTENEGRO
Emmanuel Koenig
emmanuel.koenig@rs.pwc.com +381 11 3302100

BULGARIA
Irina Tsvetkova
irina.tsvetkova@bg.pwc.com +359 2 91003

CROATIA
Tanya Rukavina
tanya.rukavina@hr.pwc.com +385 (1) 632 8834

CZECH REPUBLIC
Stephen Booth
stephen.booth@cz.pwc.com  +420 251 152 888

ESTONIA
Ago Vilu
Ago.vilu@ee.pwc.com +3726141801

GEORGIA
Clifford Isaak
clifford.isaak@ge.pwc.com +995 32 50 80 50

HUNGARY
Russell Lambert
russell.w.lambert@hu.pwc.com +36 1 461 9223

KAZAKHSTAN
Alper Akdeniz
alper.akdeniz@kz.pwc.com +7 727 298-0448

LATVIA
Cameron Greaves
cameron.greaves@Iv.pwc.com +371 6709 4400

LITHUANIA
Chris Butler
chris.butler@lt.pwc.com +370 5 239 2303

MACEDONIA
Stefan Weiblen
stefan.weiblen@yu.pwc.com +381 11 3302112

MOLDOVA
Vasile luga
vasile.iuga@ro.pwc.com

POLAND
George Johnstone
george.johnstone@pl.pwc.com  +48 (0) 502 18 4243

ROMANIA
Vasile luga
vasile.iuga@ro.pwc.com  +40 21 202 8800

RUSSIA
Peter Gerendasi
peter.gerendasi@ru.pwc.com +7 (495) 967-6160

SLOVAKIA
Todd Bradshaw
todd.bradshaw@sk.pwc.com  +421259350600

SLOVENIA
Francois Mattelaer
francois.d.mattelaer@si.pwc.com +386 1 5836 000

UKRAINE
Boris Krasnyansky
boris.krasnyansky@ua.pwc.com +380 44 490 67 72

UZBEKISTAN
Abdulkhamid Muminov

abdulkhamid.muminov@uz.pwc.com +998 71120
6101
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This publication has been prepared as general information on matters of interest only, and does not constitute professional advice. You should
not act upon the information contained in this publication without obtaining specific professional advice. No representation or warranty (express
or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law,
neither PricewaterhouseCoopers nor Bladonmore accept or assume any liability, responsibility or duty of care for any consequences of you

or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.
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