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YOUR Welcome to 2003’s fourth and year-ending BBK Quarterly Review.
SUCCESS January is always an exciting time for us, as Detroiters
once again proudly host the North American International .
Auto Show. I know that many of us at BBK look forward to Employee Spotllght
meeting in person with you at the Industry Preview Days. .
Supporting the glamour of new models at the show, and Ml(,‘beﬂl 0, MCMﬂnuS
the technological and design advances they feature, is the
hard work of OEMs and suppliers in meeting increasingly
tight deadlines, quality control targets and strict cost Michael (Mike) O.
structures. Despite the acknowledged challenges in recent McManus, BBK.
years, we are confident that progress is being made with regard to supply chain Ltd.’s new Senior
issues. This progress includes methods by which OEMs can help suppliers Canaillams: fm

BBK UPDATE CENTER

reduce their cost structures, in order to remain globally competitive and achieve
benefits that each partner can share in.

BBK team member, Kriss Andrews, recently addressed many of the factors
impacting supplier survival and profitability—and how BBK can help remedy
these issues, when necessary—last month at the Risk Management Association’s
Annual Automotive Update. This issue of the BBK Quarterly Review features
highlights of that valuable presentation.

We extend our best post-holiday wishes to our clients and other business headquartered and operating within
partners. We look forward to working together to achieve a productive, Europe, Africa and the Middle East.
harmonious and rewarding New Year.

Frankfurt (Germany),
has proven fluency in
today’s complex global
competitive
environment, demonstrated through three

decades of business experience with firms

McManus’s experience includes directing
the affairs of stable or expanding
B.N. Bahadur companies, as well as working with entities

Chairman & CEO, BBK, Ltd. confronting major financial and strategic
difficulties. These financial and operational

management positions and turnaround

activities include: serving as financial

BBK RatingS: officer for an American OEM, a Japanese
Hitting t be Mﬂ}" k an d Going G 10 bﬂ l automotive component supplier, and a UK

Distribution company; acting as European
CFO of an American OEM undergoing

court-supervised restructuring; and holding
g g

You've heard us mention our innovative new tool BBK Ratings, but you
may not of heard how it has been positively benefiting and adding value to the - .
organizations we serve. Several of our OEM clients have successfully the position of Managing Director for a
integrated Ratings into their proactive supply risk management processes. German manufacturing company during
With the assistance of BBK Ratings, these and other clients are now able to a major downsizing and reorganization.
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identify trouble before it is too late and make more informed sourcing and
lending decisions. In addition, McManus has considerable

The BBK Ratings model was recently re-tested with the latest data by Drs. expertise in Information Technology (IT)
Harlan and Marjorie Platt, Professors of Finance and Accounting, respectively,
from Northeastern University, who are experts in the area of predictive models
for financial distress. Their findings concluded that the model remains 100%
accurate in identifying companies that will be financially distressed and 88%
accurate or better in identifying companies that are healthy.

Based on industry trends and by popular request, we are developing BBK
Ratings for Europe and Asia. The European model will be ready for client use
in First Quarter 2004 and the Asian model will be completed in Second Quarter cheering on sporting events -- soccer,
2004. For more information on how BBK Ratings can help you, please contact in particular.

Alicia Masse, Principal, at 800-634-4722 or at marketing@e-bbk.com.

operations, having directed the European
component of a worldwide IT-based

"business re-engineering " project.

McManus enjoys hiking and camping
) 8 g

with his family, and participating in and
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Tips & Trends

BBK, Ltd. Senior Director Kriss Andrews addressed many of the factors impacting
supplier survival and profitability in December at the Risk Management Association’s
Annual Auto Update, held at the MSU Management Center in Troy.

Our new Tips & Trends segment offers highlights of that talk.

Supply Base Trends, Common Supplier Pitfalls and Ways to Avoid Trouble
Before it Strikes

The modern automotive (vehicle) industry plays itself out upon a complex com-
petitive landscape. Even as the industry reinvents and improves itself through new
technology, streamlined production cycles and enhanced quality, the supply base is
being further impacted by several undeniable, "make it or break it" trends, global
and industry-specific. These include:

The health of individual national economies, balance of payments between nations,
labor and other business costs within specific markets, and global sourcing of parts;
The high rate of model and content turnover, not expected to abate, which translates
into continual demand for new tooling and other capital investment.

Industry pressures on pricing, at all levels and all complexities of supply, from individual,
lower-tech "commodity" parts to the most sophisticated integrated systems and subsystems;
High OEM standards for pricing, cost sharing in the form liability transferences,
quality and timing targets.

Continued reduction in the total number of suppliers, especially Tier 2 and Tier 3.

Regardless, it doesn’t suffice to throw up our hands and grieve that "these are hard
times." Despite the complexities of the market place, many suppliers do an under-
standing job of serving OEMs and higher Tier suppliers and are able to grow their
businesses and be profitable. Conversely, when suppliers flounder, we are usually
able to identify a number of common pitfalls. These include:

e Poor product pricing

* Volume issues

o Unsuccessful launches or shop floor issues

o Inadequate portfolio management and financing issues

e Customer problems

A preventive approach is best. In most cases, BBK, Ltd. has the experience, skills and
methodology to "spot trouble before it strikes" the automotive supply chain and,
then, provide a realistic plan of corrective action.

Our objective foundation is our exclusive BBK Ratings, which has proven to be
a reliable identifier of healthy versus unhealthy companies. BBK Ratings is dis-
tinguished from other predictors such as the Z Score by being specifically geared o
the North American automotive and related manufacturing industries.

Many business thermometers. In addition to BBK Ratings, we conduct
accounting and financial analyses that help identify suppliers at jeopardy with
respect to issues like inability to meet customer cost, quality or launch targets;
unstable debt structure; continued losses; or threat of generalized business failure.
This analysis may include:

Traditional measurements and fundamentals; analysis of cash flow, including ratios

of past due payables and receivables, sales figures and product margins; whether

financial forecasts are technically sound.

Finding in operational measurements negative factors like excess expense for freight,

excessive overtime, uncontrolled inventory, high turnover or absenteeism in labor force,

or frequent changes in senior management.

Volatility in gross margins, as an indicator of financial controls, and liquidation

analysis, to determine, in part, whether there is a market for the companys fixed assets.

o Determining whether the business generates timely, realistic and verifiable budgets
and forecasts, and an accurate assessment of the value of the businesss collateral, both
inventory and receivables.

When we know the true extent of the problems at hand, and their causation, we can
develop—and implement—a plan of action that addresses immediate issues like
cash flow, operations or management, while laying the groundwork for a new debt
structure or strategic business plan.

BBK Spreads
Holiday Cheer

at Annual Client
Holiday Party

On December 2, BBK welcomed
clients and friends of the firm to its
Holiday Open House. The event
was held at the beautiful Detroit
Golf Club, where guests enjoyed a
wide variety of cuisine, including the
Club's culinary specialties, carved
rack of lamb with mint and fresh
sushi, as well as a mouth-watering
dessert display complete with a
chocolate fountain for dipping fresh
fruit and other goodies. While
enjoying the opportunity to network

and catch up with colleagues and
friends, guests were also entertained
by live performances of seasonal
favorites, crafty displays of magic
performed by a master magician, and
holiday tales told by Ms. Claus, who
had just arrived from the North Pole.

Tim Skillman (right) enjoys the company
of Earle Erman of Erman Teicher Miller
Zucker Freedman at this year’s client
holiday party at the Detroit Golf Club.

Mes. Claus stops to smile for the camera with
Chris Arkwright (left) and Salvador Medina
of Delphi Automotive.




BBK, Ltd. Case Study:

Tier One Supplier of Safety and Passenger Restraints

Background Information:

A sizeable, international Tier One supplier of safety and passenger restraint systems for the
automotive industry was in the midst of launching a major new product line for a large OEM
customer. After attempting to validate this product on the targeted vehicle, the supplier decided
it was necessary to change design direction and bring on a new internal European sub-supplier
for a key component in the system. After validating the product with the new supplier, the
company began experiencing a high rate of rejection at a production acceptance test just prior to
the OEM launch.

The OEM engaged BBK to assist the Tier One with problem solving, launch readiness, and
quality integrity.

Situation Analysis and Assessment:

By reviewing each step in the European sub-supplier’s process and facilitating a statistical
analysis designed to determine major causes, we were able to identify the cause of rejections.
Test methods for production acceptance were too severe, causing false negative results. Raw
material formulation could be altered to improve performance and enhance acceptance at the
production acceptance test.

The process also revealed that the sub-supplier was behind schedule with production
releases being requested from their customer. Furthermore, production constraints of a Tier
Three supplier to the European sub-supplier were identified. Once the supply volumes were
stabilized, BBK determined the Tier One supplier was also constrained and could not meet the
planned production.

Actions Taken:

BBK secured concurrence to modify the production test method and monitored results
against the assumptions to verify findings.

BBK worked with the Tier One to assure that Tier Two and Three levels in the supply chain
were released and producing the correct volumes. Production was monitored closely until all
issues were addressed and supply lines were consistent.

BBK helped the supplier complete their run at rate successfully and secured approval for
an alternate process, thus increasing capacity and providing flexibility to the Tier One.

Results:

Production rejections were reduced from over 15% to less than 2%. PPAP (Production
Part Approval Process) of the process was achieved. OEM production was protected from
any shortage.

A Memorable Evening in Chicago

BBK, Ltd. hosted an evening of "Razzle-dazzle" and

"All that Jazz" on October 24 at the Chicago hot spot,

Le Passage, where guests provided a secret password to gain
entry. Once inside, participants hobnobbed with Velma
Kelly and Billy Flynn (characters from the musical
Chicago), enjoyed a delectable strolling supper and swung
to the sounds of the Roaring 20’s performed live by the
renowned Chicago band Airflow Deluxe. Held during the
Commercial Finance Association's 59th Annual
Convention, the lively event was the perfect venue to
network with conference attendees, long-time friends of the

Diane Ritchie (left), Harry Warner and
Michele Schroeder (right), all of Warner
Petroleum, stop for a collaborative photo at
BBK's client party in Chicago.

firm and new acquaintances in the Chicago market.

CALENDAR 2004

Upcoming
Calendar of Events

4th Quarter 2003

January Y,

North American International Auto Show —
Charity Preview — Detroit, MI*

February 4

MMBDC Annual Buyer Supplier Luncheon
& Corporate One Awards — Flint, MI

February 5-7

American Bankruptcy Institute
Rocky Mountain Bankruptcy Conference —
Denver, CO

February 26

TMA Sixth Annual Symposium —
Corporate Renewal — Toronto, Canada*

Speaking: Bill Diehl, COO and Automotive
Practice Lead, will join a panel discussion
regarding the Challenges Facing the
Automotive Industry in NA and How They
Will Impact the Supply Chain.

Time: 3:15-4:15 p.m.

February 26-27

Institutional Investor Seminars 2nd Annual
Turnaround Management and Corporate
Restructuring Summit — New York*

Speaking on 2/27, Bill Diehl, COO and
Automotive Practice Lead will discuss
Automotive Restructurings in the United
States and Abroad. Time: 11:45 a.m.

* BBK=-sponsored events




Announcements

Personnel Certification

BBK would like to announce the recent personnel hires and promotions:

=
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e BBK, Ltd. is proud to introduce two of its newest Directors, Alexander Weinberg and Daniel Rose. =
In this position, Weinberg and Rose are responsible for assessing the financial, operational and QMS phis
administrative aspects for BBK, Ltd’s client companies. Additionally, they provide specialty services _ * -
m

o

for financially troubled companies and enhancement services to under-performing organizations.

1S09001:2000

Among his 20 year background in financial management consulting, Weinberg has substantial
international experience including in Mexico, Latin America, Europe and Asia. Weinberg was most

. X . . . ) o M BBK is pleased to announce it's recent
recently Vice President Finance for Tower Automotive Corporation of Grand Rapids, Michigan.

ISO 9001:2000 certification upgrade,
which demonstrates our commitment
and firm belief in quality processes. For
more information regarding ISO

Rose joins the company with more than 20 years of senior level financial experience, most recently
as Chief Executive Officer for Edcor Company in Pontiac.

¢ R.M. (Mac) Rowland also joins BBK as a Senior Consultant. In this position he is responsible ?ccredltétlonl, g lcase.ws‘_t thef
for assessing the financial, economical, sales, operational and legal aspects of BBK, Ltd’s client nternational Drganization ot
companies Standardization web site at www.iso.org.
For more information regarding BBK's
& &
¢ Larry Powers joins BBK from retirement as our interim courier in Debra Heady’s absence and certification body, BVQI, please visit
Brandy Graham joins the company as clerical support. their web site at www.bvgi.com.

¢ In addition, Arthur Nelson was promoted from an Operations Contract Employee to

Operations Director.
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