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In Jihlava on 14 January 2016

Dear Business Partners,

I am writing to you on behalf of MOTORPAL a.s., to inform you about the current economic situation of our

company and to ask you for your support in seeking its viable solution. Such support is essential for

maintaining MOTORPAL´s existence and the continuation of its operations.

As you may be aware, our company has faced serious financial difficulties since the beginning of 2015,

caused among other things by the high financial indebtedness with respect to financing banks as well as with

respect to suppliers. In addition to that, we did also experience significant decline in contracts from our two

largest customers during the second half of year 2015. The company dealt with its situation by, among other

things, negotiating a standstill agreement with its financing banks and by utilizing a loan provided by one of its

shareholders. Unfortunately, as of 31 December 2015 the loan provided by the financing banks became due

and the cash flow forecast for this year indicates that there is no other solution to our financial difficulties than

formal insolvency proceedings. This is true despite the fact that the outlook for the upcoming part of this

year has improved and we are launching new projects.

At this point the company was faced with the following two possible scenarios: firstly, to come to an agreement

with the financing banks and other creditors on a restructuring of their claims and obtain additional financing in

order to secure further operation of the company; or secondly, to be forced to effectively cease its operations.

In such a case the company would end up in bankruptcy liquidation and all its assets would be liquidated.

Under this scenario, given the high indebtedness with respect to bank creditors and the fact that all company’s

assets are pledged in favour of these creditors, our suppliers (i.e. unsecured creditors) would most likely

recover no consideration from their claims.

We are glad to announce that in recent days the company has managed to come to an agreement with its

largest creditors and the prospective investor, regarding the consensual solution to the company’s current

situation. This agreement will enable MOTORPAL to continue operation of its business, preserve jobs and fulfil

its contracts. All interested parties were intensively involved in preparing a set of measures that should enable

the company to recover financially. Simultaneously, these measures should create conditions for satisfaction

of at least part of your claims vis-a-vis our company. This set of measures will take the form of a so called ‘pre-

packaged reorganization’ in insolvency proceedings.

Given the above the company is compelled to file for insolvency and reorganization at the Regional Court in

Brno in the coming days. Provided that the reorganization is authorized by the above court, the investor,

MOTO CAPITAL a.s., will provide the company with sufficient funding needed in order to maintain its

operation. Following the fulfilment of all reorganization conditions, which we expect to happen in mid-2016, the

company shall be free of any old debt burden and should come out of the whole process as a financially stable

company with a sufficient amount of contracts.

One of the important changes on our part is a replacement in the company´s top management. Effective as of

today, Dr, Radim Valas, an experienced large-industry turnaround manager, will be appointed to the office of

the chairman of the Board of Directors. We firmly believe that he will navigate the company successfully

through the difficult period ahead of us.

The proposed measures are, in accordance with the applicable Czech insolvency rules, incorporated into the

“reorganization plan”, an agreement of its kind with creditors on the settlement of their claims. The company

proposed in the reorganization plan that claims of unsecured creditors be satisfied by 15%. In addition, the

bank debt will be restructured so that the banks waive a substantial part of their claims. This was made

possible only by the new investor providing fresh money to the company while becoming a new sole

shareholder. We, therefore, believe that the proposed reorganization plan will be acceptable to you.

For the sake of completeness, let´s add that the majority of unsecured creditors – the suppliers – will be
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allowed to write off (under conditions of the applicable tax rules) the part of unsatisfied claims vis-a-vis the

company that will cease to exist within the insolvency proceedings. The write-off of such claim shall be a tax-

deductible expense.
1

For your ease of reference, please allow us to briefly summarize the events which shall happen in the

upcoming days. Following the filing for insolvency, the company will then await the resolution of the insolvency

court authorizing the reorganization. The statutory deadline for the insolvency court to decide on the

authorization is fifteen days from filing for insolvency. If everything goes as planned and the court authorizes

the reorganization, you will have 2 months to register your claims against the company within the insolvency

proceedings at the Regional Court in Brno on the prescribed form, which can be found on the following

website of the Ministry of Justice: https://isir.justice.cz/isir/common/stat.do?kodStranky=FORMULAR.

Registration of your claim within the insolvency proceedings is a necessary condition to your participation in

the insolvency proceedings as creditors and to the above proposed recovery of your claims. Together with the

authorization the insolvency court shall appoint the insolvency administrator and a body of creditors, whose

role is to supervise the whole process and to ensure that it complies with law. The insolvency court will further

guarantee the lawfulness of the whole process. The company, however, will continue to be managed by its

Board of Directors and the powers of individual employees will remain unchanged.

For the whole process to be successful, the company needs the support of its creditors. We hereby would like

to respectfully request such support from you in a formalized form of consent with the reorganization plan. We

hereby also would like to present to you for your consideration the reorganization plan, which is, due to its

volume, available at the following web page: http://www.motorpal.cz/cz/spolecnost/reorganizace. There you

can find the report on the reorganization plan as well, which summarizes the key terms and conditions of the

proposed reorganization and comprehensively describes the respective procedural steps that will follow.

The company opted for a ‘pre-packaged reorganization’. Such method of resolving insolvency is available to

the debtor only if the submitted reorganization plan is accepted by at least half of the secured creditors and at

least half of the unsecured creditors (according to the volume of their claims). It is for this reason that we

attach two important documents to this letter, the ‘Affidavit of the creditor to the reorganization plan of

MOTORPAL, a.s.’ and the ‘Voting ballot’. We would kindly ask you to fill out both these documents with your

identification data, information on your claim against MOTORPAL, a.s., to express your agreement or

disagreement with the reorganization plan and have it signed (the signature must be officially certified) by an

authorized representative of your company.

The company has set out a deadline for a vote on the reorganization plan in the duration of 20 days from the

moment of dispatching of this letter (i.e. until 3 February 2016). The company hereby notifies all its known

creditors about this deadline. We would therefore kindly ask you to send both of the above filled and signed

documents within the above deadline of this letter to our address below:

MOTORPAL, a.s.

Humpolecká 313/5

587 41 Jihlava – Staré Hory

Given the difficulties with the cash flow, the company will be, though, compelled to file for insolvency and

reorganization in fact immediately after we receive support from enough creditors for the reorganization plan.

In case you do not manage to vote for the reorganization plan before us filing for insolvency and before the

commencement of the insolvency proceedings is recorded in the insolvency register at the web page:

https://isir.justice.cz/, we kindly ask you to send both the filled-out and signed documents to the District Court

in Brno (ideally, with the file number of the insolvency proceedings which you will be able to learn from the

insolvency register) as follows:

                                                  
1 Those creditors whose consideration towards MOTORPAL, a.s. was subject to VAT, will be able (under conditions of the applicable VAT
rules), to correct the VAT so as to claim the VAT from the written-off amount as a tax deduction.

https://isir.justice.cz/isir/common/stat.do?kodStranky=FORMULAR
http://www.motorpal.cz/cz/spolecnost/reorganizace
https://isir.justice.cz/
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Krajský soud v Brně

Husova 15

601 95 Brno

Last but not least; please allow us to inform you about other important legal aspects related to the initiation of

the insolvency proceedings.

First of all, the company is no longer allowed to pay any of its debts incurred prior to the initiation of the

insolvency proceedings. If such debt was paid, it could later be challenged by the insolvency administrator for

ineffectiveness. Furthermore, no-set off of creditors’ and company’s mutual claims is allowed. All of these

limitations are statutory limitations (limitations set out by the applicable law).

On the other hand, the company is allowed to pay for any other supplies supplied to the company by its

suppliers after the reorganization is authorized by the insolvency court; and the company intends to do this,

because as a result of the loan provided by the investor it will have enough funds to cover its operational costs

and to continue production. Claims from such suppliers shall have a priority treatment in the insolvency

proceedings (in Czech: pohledávky za majetkovou podstatou) and the insolvency court will not authorize the

reorganization without their full recovery.

****

I would like to use this opportunity to assure you that the company´s management and its employees are

making enormous efforts to keep the company´s business as a going concern; the company negotiates

intensely with its customers on continuation of their purchases, and it has its long term business plan in place

for several years. One of the prerequisites for success of our endeavors is not only your formal consent to the

terms of reorganization, but more importantly, the uninterrupted supplies you, our suppliers, deliver to us.

Since we believe that our mutual business cooperation is viable, we would like to invite you to a meeting with

us where we can discuss the current situation and the terms of our future partnership. We are looking forward

to organizing such a meeting in January or February 2016.

Yours faithfully,

Dr. Milan Medonos Ing. Michal Medonos

Chairman of the Board of Directors Member of the Board of Directors

Motorpal, a.s. Motorpal, a.s.




