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TREPCA MINING AND

METALLURGICAL COMPLEX

“The Trepca mine complex is one of the most important and difficult issues for the international administration in Kosovo. Depending upon which calculations are used, it employed from 10,000 to 40,000 people before the conflict in Kosovo. The complex of about 40 mines produces gold, silver, lead, zinc, and cadmium. The metallurgical, mine and other industrial facilities may, at their peak, have accounted for 80 per cent of Kosovo's economy.” UK House of Commons Committee on Foreign Affairs
On March 17, 2006, Serbian and Albanian delegates will come together in Vienna, Austria to discuss the economic issues of the future status of Kosovo. Kosovo has been administered by the United Nations Interim Administrative Mission in Kosovo (UNMIK) since 1999. The Trepca Mining and Metallurgical Complex (Trepca) has long been a symbol of Kosovo’s economy. Preparing for the March 17 meeting, UNMIK officials are contemplating the best way to approach the future of Trepca Mining and Metallurgical Complex. For many Kosovars Trepca is much more than just a mining complex, it is a symbol of the Kosovo economy. UNMIK officials believe that the private sector would be better equipped, in terms of technical expertise, to run Trepca and is aggressively exploring alternatives for Trepca’s administrative future.

In November 2005, after the privatization of Feronikl metallurgy complex, a Kosovo nickel processing plant, was announced, UNMIK started seriously considering the possibility of privatizing Trepca. However, given that more than 50% of the stakes in Trepca are controlled by the Serbian government, would the privatization of Trepca be a feasible option? Understanding the intricate nature of Kosovar politics and the fact that UNMIK is unequipped to continue running Trepca, the UNMIK is considering all possible options regarding the future of Trepca. 

History of Kosovo

A part of the former Republic of Yugoslavia, the landlocked province of Kosovo is located within Serbia and Montenegro. Kosovo occupies an area of 10,887km2 in a central part of Balkan Peninsula, neighboring Albania and Macedonia (Exhibits 1 and 2). 

Kosovo was the centre of the Serbian empire until 1389, when the Muslim Ottoman Empire triumphed in the Battle of Kosovo. In 1913, Serbia regained control of Kosovo, and annexed it into the Yugoslav federation. Today, of Kosovo’s 1.8 million inhabitants, 90% are Albanian and 8% are Serbs. Serbs consider Kosovo to be the cradle of Serbia’s civilization, while Albanians are believed to be descendants of the Illyrians, the Balkan tribe which inhabited Kosovo in ancient times (Exhibit 3). 

In 1974, the Yugoslav leader Josip Broz Tito granted Kosovo autonomy from Yugoslavia and allowed it to be become a de facto self-government. However, in 1987, the Serbian leader Slobodan Milosevic rose to power in the Serbian Communist Party on the platform of “strengthening Serbian statehood”. In 1989, Milosevic stripped Kosovo of its autonomy and instituted military rule. Milosevic used the deteriorating economic conditions in Kosovo and strikes of Albanian workers to justify his actions. 

Milosevic disbanded the Kosovar parliament and replaced most of the local officials with his sympathizers. Ethnic Albanian leaders declared independence from Serbia and Albanians took to the streets with demonstrations and strikes that regularly turned into violence. Many Albanians lost their jobs, and Albanian pupils and students were not allowed to attend state-run schools. Although Milosevic claimed that nationalism propelled him to denounce Kosovo’s autonomy, there is speculation that his actions were driven by the desire to gain control over the Kosovar economy, especially the resource rich mining sector.
In June of 1991, Socialist Yugoslavia collapsed, leading to the formation of the Federal Republic of Yugoslavia (Serbia and Montenegro). United Nations imposed sanctions on Federal Republic of Yugoslavia in May 1992, which brought whole country to a collapse. The worst situation was in Kosovo, as poverty levels increased among both Serbs and Albanians. After 1990, most of Kosovo Serbs were working in state-run enterprises, while Albanians were employed in the private and informal sectors. The ensuing ethnic tensions, hyperinflation, and collapse of state- and socially-owned enterprises created disastrous situation in Kosovo. Kosovo’s GDP contracted by 50 percent from 1990 to 1995 falling to less than $400 per capita. Per capita household expenditure fell to only 1/3 of the 1990 level. Mother Teresa Charity reported it was supplying basic food to 50,000 Albanian families in Kosovo in 1993 (about 250,000 persons). Many Albanians immigrated to West Europe; in 1992 there were 210,000 Albanian émigrés, in 1993 there were 368,000 Albanian émigrés in West Europe. 
The political unrest culminated in 1998 with open conflict between Serbian police and the separatist Kosovo Liberation Army (KLA) driving tens of thousands of civilians from their homes. This outburst of violence prompted the North Atlantic Treaty Organization (NATO) to give an ultimatum to both sides to stop the violence. However, Serbian president Milosevic refused to sign an internationally brokered peace accord. It is only after NATO launches air-strikes against the Federal Republic of Yugoslavia that Milosevic agreed to withdraw troops from Kosovo. In June 1999, the Serbian police and army withdrew from Kosovo and NATO-led Kosovo Forces (KFOR) troops entered to establish peace and security. 

After the devastating war in 1999, Kosovo started to move towards democracy and a market-based economy. In the past six years, the international community, donor community and international NGOs have committed themselves to assist in Kosovo’s economic development. Currently administered by the United Nations Interim Administration Mission in Kosovo (UNMIK), Kosovo has started to make the slow and painful journey to recovery.

Post-1999 economic growth is mostly limited to post-conflict reconstruction financed by donations from the international community. In the first four years after the conflict, 1999-2003, the international community spent an estimated US$2.5 billion in reconstructing and rebuilding of Kosovo. However, donor money is gradually trickling out. Since 2000, donor grants have decreased by an estimated 70% and these donations are expected to continue falling.

Macroeconomic estimates suggest that Kosovo has enjoyed positive economic growth since 1999. GDP growth, peaked in 2001 with real growth of 21%, and has been 2-6% p.a. since. GDP per capita, estimated at US$400 in 1995, increased to approximately US$790 in 2003. However, remittances from Kosovars in Western Europe and the United States contributed to an estimated Gross National Disposable Income (GNDI) of US$1,170 per capita in 2003. Nevertheless, the political instability in Kosovo is of major concern to its economic development.   

Despite improvements in the Kosovar economy, lack of trust and existing prejudices between Serbs and Albanians still pose a major threat to Kosovo’s development. Albanians, who make up the majority (~90%) of Kosovo’s population, are convinced that given the opportunity, Serbs want to divide Kosovo among both parties, keeping control over the northern part that neighbors Serbia. Albanians wish to maintain a centralized structure and have full control over the entire territory of Kosovo. Serbs, on the other hand, believe that Albanians are determined to create an Albanian-controlled Serb-free state. In order to ensure that their voices are heard, Kosovo Serbs want a highly decentralized structure that would give them full control in the areas where they are majority. 

While the International Community believed the situation was slowly but steadily improving, violence broke out in March 2004. Nineteen people were killed and about 3,500 non-Albanians were forced to flee from their homes, revealing the fragility and explosive nature of ethnic relations in Kosovo. The poor economic situation as evidenced by the high level of poverty contributed to the escalating violence in Kosovo. According to World Bank estimates, about 37% of population lived below the poverty line of $0.93 per day, while 15.2% lived in extreme poverty. In 2004, unemployment was estimated to be about 47%.

The Kosovar economy is dependent on two main industries: Agriculture and Mining. Between World War I and World War II, mining became an essential part of the Kosovar economy and contributed to the majority of foreign direct investment in the province. After 1999, Kosovo became a major importer of all kinds of goods, while exporting mainly agricultural products and minerals.
Trepca Mining and Metallurgical Complex

The Trepca Mining and Metallurgical Complex (“Trepca”) dates back to the 1920s and was hailed as the most important mining company in Kosovo (Exhibit 4). Trepca, which was headquartered in the northern city of Mitrovica, was owned by London-based Selection Trust Ltd. Trepca switched owners several times since its inception and currently the Serbian government has a 55% stake in the company.

After World War II, the communist government nationalized all privately-held companies in Yugoslavia, including Trepca, and turned them into state- or socially-owned enterprises (SOE). Trepca expanded significantly and employed about 21,000 in the 1970s. In the 1970s, Trepca was the largest mining complex in all of socialist Yugoslavia. Trepca operated four distinct processes: extraction, flotation, smelting, and downstream processing, as well as other production and marketing units. In the mid-1970s, thermo-power plants were built with a total capacity of 790 megawatts, and an annual output of 5 billion KWh.

These thermo-power plants were vital for Trepca’s operations and to the Kosovar economy as the minerals extracted from Trepca contributed to a significant portion of Kosovo’s exports to other parts of Yugoslavia and the rest of the world (Exhibit 5). In 1997, Trepca was the largest company and biggest exporter in Kosovo.

Operations at Trepca suffered greatly during the political unrest of the 1980s and 1990s. Albanian miners participated in strikes miners in Stari Trg, one of Trepca’s mines. Although the strikes had a nationalistic note, they were mainly motivated by deteriorating economic conditions. The strikes in Stari Trg were followed by strikes in several other Trepca mines. Slobodan Milosevic used the opportunity to claim that Trepca miners were Albanian nationalists and separatists and sacked all top non-Serbian officials employed by Trepca. It was widely believed that Milosevic desired to take over Kosovo’s economy by seizing control of the potentially profitable Trepca Mining and Metallurgical Complex. 

As Trepca was seen as a potential source of exports and foreign exchange, Slobodan Milosevic appointed his loyalists as directors of Trepca. These directors were able to obtain cheap credits from state banks and to revive production up to certain extent. Trepca became heavily reliant on government subsidies and favorable credits. In 1992, Serbian government transformed Trepca from an SOE into a joint stock company. While 25.87% of stock remained socially-owned, other stocks were mainly distributed to companies owned by the Serbian government (Exhibit 6). 

Between 1992 and 1995, the UN Security Council imposed sanctions on Yugoslavia causing its economy to collapse. Economic mismanagement and economic sanctions brought Trepca near collapse (Exhibit 7). Trepca partially recovered after 1995, but it did not achieve pre-1989 level of production. Production was mainly dependent on government subsidies, and barter arrangements were made due to lack of funds.

After NATO entered Kosovo, Albanians took control of the mines and assets south of river Ibar, while Serbs were operating Trepca assets in north part of Kosovo. UNMIK took full control of all Trepca assets in August 2000, after KFOR troops used force against Serbs protesters and stopped production in Zvecan smelter.

When UNMIK took over Trepca, it found how poor a state of the company was. Most of the machinery was depleted, buildings were ruined and environmental standards were not maintained prompting UNMIK to shut down production in the mines.

In order to restart production in 2005, UNMIK made significant investments in mines and assets (Exhibit 8). Successful restart of production was to be a signal for potential investors that Trepca is still a company that may bring profits and benefits. However, there are still unresolved issues that may be obstacles for privatization. Serbian government has 55% of equity, and there is a question if Trepca could operate as a profitable company.

Mines and Production

Trepca previously comprised of 40 mines and factories located mostly in Kosovo and some locations in Serbia and Montenegro. However, with the closure of several mines and factories following the trough in the late 1980s and 1990s, Trepca mining complex in Kosovo now comprises of seven lead and zinc mines, three concentrators, one smelter, one zinc plant. Mines are categorized according to their geographic location:

· Northern Chain: Belo Brdo, Crnac and Zuta Prlina

· Middle Chain: Stari Trg/Stantrg

· Southern Chain: Ajvalija/Hajvali, Novo Brdo/Novobrde and Kisnica. 

As part of the potential continuation of operations and/or privatization of Trepca, KTA management is considering different scenarios of future operations.

· Mines and concentrators; 

· Mines, concentrators and lead smelter;
· Mines, concentrators, lead smelter and zinc plant. 
Use of the lead smelter in Zvecan and the zinc plant in Mitrovica would require large capital investments and would impose significant environmental damages. It would be easier to process the ore from the mines in concentrators and sell lead and zinc concentrates in the market. Selling the ores extracted from the mine without processing it in the concentrators is not feasible; therefore most viable option is to sell the mines together with the concentrators in each region. 

Northern Chain

Given the political situation in Kosovo, the Northern Chain mines (Belo Brdo, Crnac and Zuta Prlina) are of particular concern to UNMIK and KTA officials. The Northern Chain lies in the region of Kosovo that borders Serbia, and are in the area where Serbian ethnic group is a majority. 

Zuta Prlina mine is almost exhausted and is not able to provide resources required for extraction. The Belo Brdo and Crnac mines both straddle the administrative boundary between Kosovo and Serbia. While it might be financially viable to only operate the parts of the mines located in Kosovo proper, cross-boundary extraction would be necessary to fully exploit the metal resources in the Belo Brdo and Crnac mines. In the past, both the mines have achieved production in excess of 100,000 tonnes per annum. Although the hoists and ventilation systems required extensive overhaul or replacement, experts
 believed that both mines could be brought into production. The current staff at both mines is experienced and has worked in the complex for many years, but would benefit from training in modern mining methods. However, the age profile indicates that recruitment and training of younger staff will be required.

Once the lead and zinc ores are extracted from the mines, they are sent to the concentrators (Exhibits 9, 10, 11, 12). The Trepca concentrators use conventional multi-stage crushing and rod and ball mill grinding, or single stage ball mill grinding to produce lead and zinc concentrates which are then sold to external buyers. The waste from the concentrators, i.e. tailing, is pumped into dams. The coarse waste is separated from the fine waste using hydro cyclones and the coarse waste is deposited on the walls of the dams while the fine waste is released into the centre of the dams. Ore from Northern Chain mines would be transported to Leposavic Concentrator, and after processing, lead and zinc concentrates would be sold to European markets. The price of the concentrates would be determined based on market prices and smelting/refining costs (Exhibit 13).

Industrial waste from the Leposavic concentrator is stored in the tailing pond close to the concentrator. However, pond is near its capacity and may be used only for 2-3 years. In order to restart production, investment in the new pond has to be made, and the old pond safely closed. Also, if production starts, planning for environmentally safe mine closure has to be made as soon as possible.

Precedence for privatization deal in the mining and metallurgical sector

In November 2005, Alferon bought Feronikl metallurgy complex, one of the major nickel producers in Europe. Alferon agreed to employ a minimum of 1,000 workers, and to process the ore in Kosovo. According UNMIK statements, the deal was worth €30.5m, and is the largest private foreign investment in Kosovo since 1999. Alferon would invest at least another €20m to renovate the complex. Alferon is an independent management company for International Mineral Resources, Switzerland, which is part of the Eurasian Natural Resources group.
UNMIK 

After the violence and heavy clashes between the Serbian police force (MUP) and Kosovo Albanian guerilla (Kosovo Liberation Army – KLA) in Kosovo 1998-99 and the NATO air strikes against Yugoslavia, the Yugoslav government agreed to withdraw its troops from Kosovo. According to UN Resolution 1244, the United Nations was to establish a body to administer Kosovo (UN Mission in Kosovo – UNMIK), while NATO and Russian troops assumed responsibility for security in Kosovo.

Prime responsibilities of UNMIK included:

· Creating conditions for multiethnic society;

· Promoting democratic system;

· Introducing functioning self-governance; and

· Restoring peace and stability

One of the main problems for UNMIK was the lack of a clear strategy for the future status of Kosovo. According to UN Security Council Resolution 1244, Kosovo was to be part of Federal Republic of Yugoslavia. However, the Albanian and Serb factions did not see eye to eye. On one side, Serbian government and Kosovo Serbs wanted Kosovo to remain a part of Yugoslavia, while Kosovo Albanians wanted Kosovo to be independent.

In the summer of 1999, UNMIK established offices throughout Kosovo and encouraged local involvement in general administrative issues. However, in an effort to undermine UNMIK’s work, the Serbian government encouraged Serbs not to cooperate with UNMIK. 

After the fall of Slobodan Milosevic in October 2000, the European Union and the United States pressured the new Serbian government to encourage Kosovo Serbs to participate in Kosovar institutions. As Kosovo Serbs involvement in elections, administration and government increased, there was a rise in the number of Serbs involved in Kosovo Police Service and judiciary. Just as UNMIK was becoming optimistic about the situation in Kosovo, the violence of March 2004 showed that situation is very fragile and inter-ethnic conflict can erupt any time.

In order to improve economic situation in Kosovo, UNMIK decided to privatize all inefficient socially/state-owned enterprises. In June 2002, Kosovo Trust Agency was formed and all SOEs have been administered by Kosovo Trust Agency (KTA) since then.

KTA

The power of the Kosovo Trust Agency (KTA) is vested in its Board of Directors, which is comprised of four international and four Kosovar residents. KTA’s mission is to take care of the SOEs and “to preserve or enhance the value, viability, and corporate governance of socially owned and public enterprises in Kosovo.” 

KTA facilitates the privatization of socially owned and public enterprises in one of two ways:

· Spin- Off: A spin-off entails a two-step process whereby 

1. Assets of the SOE are turned into a Joint Stock Company initially 100% owned by the SOE. 

2. KTA then assumes ownership of the shares of the company and sells them to private investors

· Liquidation: Liquidation entails the dissolution of the company and is usually the option of “last-resort” where the SOE or public enterprise is considered to have no chance of survival. Any proceeds from the liquidation are in trust of the KTA.

SOEs which are considered attractive financially sound assets are given priority in the privatization process. So far, KTA has targeted the agro processing, construction materials and mining sectors as potential privatization candidates.

European Union

There is growing consensus within the international community that negotiations on Kosovo’s political status will eventually lead to ‘limited independence” rather than “full independence” or autonomy within Serbia and Montenegro. This would mean that Kosovo would potentially end up as a de facto protectorate of UN or EU until conditions are met for Kosovo to join the European Union. 

Economic Development is one of the key preconditions for Kosovo and other parts of former Yugoslavia (Serbia, Montenegro, Bosnia-Herzegovina and Macedonia), to join the European Union. Economic development and improvement in standards of living would potentially reduce the possibility of any future conflict in the region. 

Therefore, the EU is vitally interested in creating conditions for sustainable development in Kosovo. Since, Kosovo’s mineral wealth makes up a significant part of its economy, the European Union would have an interest in activities within the mining sector, including the potential privatization of mining companies in Kosovo Since Kosovo has no significant competitive advantages compared to surrounding countries, its mineral resources are recognized as a key aspect of Kosovo economy. Hence, EU would be interested in privatizing mining companies in order to spur development in Kosovo. EU’s influence in the region is quite significant, and EU is able to pressure local politicians to make choices that would help Kosovo future.

World Bank

World Bank is dedicated to eradicating poverty throughout the world. Ever since it was founded in 1944, World Bank has been a valuable source of aid and loans to developing countries all over the world in an effort to provide sustainable development and improved standards of living and better environmental conditions to the people. One of the main priorities for World Bank has been development of sustainable and strong private sector.

Since 1999, World Bank has been heavily involved in Kosovo, working in cooperation with UNMIK and other bilateral and multilateral organization. The World Bank committed about $80 million to Kosovo since 1999. Due to post-conflict situation, the grants were mostly directed to providing opportunities for the poor and those affected by conflict, improvement in social services, providing assistance to all communities, Albanian, Serb, and others.

One of the Bank’s priorities is to support economic development, and build institutional capacity within Kosovo. Energy and mining sectors are crucial to any plans to support economic development in Kosovo.

In 2005, World Bank and Kosovo Directorate for Mines and Minerals estimated total mineral resources in Kosovo at $13.5 billion, and mining industry could provide 35,000 jobs for Kosovars. Trepca mining complex was estimated to have about $3 billion in mineral resources. International Finance Corporation, member of World Bank Group has also been active in Kosovo, providing equity investments in local banks in support of small and micro-credit to Kosovo emerging entrepreneurs.

Conclusion

There has already been interest of foreign investors in Kosovo but hostile and unstable business environment has reduces prospects for FDI. Main constraint for development of Kosovo is still the present political situation. Privatization of Trepca may have significant impact on overall security and political conditions, and Trepca may have a positive impact on improvement of situation in Kosovo by providing more incentives to all communities to insist on more security and less violence.   

As negotiations on the future status of Kosovo are starting, the UNMIK representatives are considering the future of Trepca. On March 17, 2006, Serbian and Albanian delegations would negotiate in Vienna on economic issues related to the future status of Kosovo. 

Would Trepca be an issue in negotiations? Would the politicians be able to reach an agreement what to do with it, and maybe privatize it? In light of the present situation, would a spin-off or liquidation be likely? Should Trepca be sold as a whole, or as separate entities?

Exhibit 1

Map of Kosovo


Source: The Economist

Exhibit 2

Kosovo at a glance - Key Facts
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Key Facts

Population 1,800,000 (approximately) *

Capital Pristina

Ethnic groupings Albanian Kosovars 90%, Serbian Kosovars
8%, others 2%

Religious groupings Muslim, Roman Catholic & Eastern Orthodox

Language English is the official language used by
UNMIK and is widely used by the local popu-
lation.

The native languages are: Albanian, Serbian
and Turkish.

Currency On January Ist, 2002, the Euro became the of-
ficial currency of the 12 members of the
European Central Bank (ECB), and also be-
came the official currency in Kosovo, replac-
ing the German Mark. The Euro was intro-
duced at an official exchange rate of

€1.00 =1.95583 DEM

Measures Metric system
Time 1 hour ahead of GMT
Government Fiscal Year Calendar year
Literacy Rate 75 percent

International Dialing Code +381 for land lines
+377 for mobile telephones

GNP 2002 € 1,990 million >
GNP/capita 2002 €1051°
GDP 2002 € 1,200 million *
GDP/capita 2002 € 696
Export of Goods € 27 million °
Commercial Imports € 934 million °

! USAID Mission in Kosovo, Strategic Plan 20042008, July 2003, page 7.
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Exhibit 3

Timeline: A chronology of key events 

12th century - Kosovo lies at the heart of the Serbian empire, under the Nemanjic dynasty. 

1389 28 June - Epic Battle of Kosovo heralds 500 years of Turkish Ottoman rule. Over the ensuing decades many Serbs leave the region. Over the centuries the religious and ethnic balance tips in favor of Albanians. 

1912 - Balkan Wars: Serbia regains control of Kosovo from the Turks. 

1918 – End of WWI; Kosovo becomes part of the kingdom of Yugoslavia. 

1945 – End of WWII; Kosovo becomes part of Socialist Yugoslavia. 

1974 - Yugoslav constitution recognizes the autonomous status of Kosovo, giving the province de facto self-government. 

1987 - In a key moment in his rise to power, future president Slobodan Milosevic rallies a crowd of Kosovo Serbs, who are protesting against alleged harassment by the majority Albanian community. 

1989 - Yugoslav President Slobodan Milosevic proceeds to strip rights of autonomy laid down in the 1974 constitution. 

1990 - Belgrade dissolves the Kosovo government. Sacking of more than 100,000 ethnic Albanian workers, including government employees and media workers, prompts general strike. 

1998 – After years of ethnic tension, open conflict starts between Serb police and separatist Albanian Kosovo Liberation Army (KLA) guerilla. Tens of thousands of civilians are driven from their homes. 

1999 March - Belgrade rejects an internationally-brokered peace deal, which had been signed by the Kosovo Albanian side. NATO launches air strikes against Yugoslavia. 

1999 June – Serbian president Milosevic agrees to withdraw troops from Kosovo. NATO calls off air strikes. The UN sets up a Kosovo Peace Implementation Force (KFOR) and NATO forces arrive in the province. The KLA agrees to disarm. 

2002 February - Ibrahim Rugova is elected as president by the Kosovar parliament after ethnic Albanian parties reach a power-sharing deal. 

2004 March - 19 people are killed in the worst clashes between Serbs and ethnic Albanians since 1999. The violence started in the divided town of Mitrovica. 

2005 March - President Rugova unhurt when explosion rocks convoy of vehicles in which he is traveling through Pristina. 

2005 July/August - Nearly-simultaneous blasts go off near UN, OSCE and Kosovo parliament buildings in Pristina. Two Serbs shot dead when their car is fired at.  

2006 – Negotiations on final status of Kosovo begin.

Source: BBC News

Exhibit 4

Trepca Mines and Metallurgical Complex Map
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Source: UNMIK Department of Trade and Industry, 2001, Technical Audit,

Environmental Assessment & Financial Viability Study of Trepca Kosovo

Exhibit 5

Trepca mine output in Kosovo, 1975- 2000 (tonnes of ore mined)

	
	Stari Trg
	Kisnica & Novo Brdo
	Northern Chain
	Trepca Kosovo

	
	
	
	
	Ore
	Lead (%)
	Zinc (%)

	1975
	636,700
	717,398
	353,226
	1,707,324
	4.57%
	4.43%

	1976
	658,355
	734,706
	359,656
	1,752,717
	4.30%
	4.39%

	1977
	671,758
	821,322
	374,591
	1,867,671
	4.32%
	4.18%

	1978
	603,187
	796,003
	359,052
	1,758,242
	4.27%
	4.08%

	1979
	674,801
	786,654
	362,586
	1,824,041
	4.23%
	3.82%

	1980
	668,418
	882,605
	376,031
	1,927,054
	3.82%
	3.54%

	1981
	696,216
	840,508
	383,285
	1,920,009
	3.77%
	3.18%

	1982
	628,037
	852,979
	402,606
	1,883,622
	3.49%
	3.24%

	1983
	672,262
	710,797
	354,907
	1,737,966
	3.58%
	3.29%

	1984
	702,724
	718,708
	371,089
	1,792,521
	3.36%
	2.95%

	1985
	687,558
	582,002
	340,388
	1,609,948
	3.45%
	3.02%

	1986
	647,078
	523,351
	297,409
	1,467,838
	3.51%
	3.03%

	1987
	636,935
	527,930
	267,281
	1,432,146
	3.73%
	3.00%

	1988
	571,618
	442,664
	264,857
	1,279,139
	3.51%
	3.26%

	1989
	368,573
	413,244
	237,028
	1,018,845
	3.54%
	3.33%

	1990
	204,570
	298,143
	217,755
	720,468
	3.03%
	3.16%

	1991
	206,489
	177,553
	105,322
	489,364
	3.84%
	4.14%

	1992
	134,946
	62,449
	90,020
	287,415
	4.15%
	3.79%

	1993
	48,612
	22,953
	26,437
	98,002
	4.04%
	4.39%

	1994
	32,475
	26,125
	13,663
	72,263
	3.24%
	3.89%

	1995
	125,761
	47,566
	86,448
	259,775
	4.02%
	4.35%

	1996
	181,809
	102,641
	111,225
	395,675
	4.39%
	5.25%

	1997
	257,888
	117,201
	138,881
	513,970
	3.27%
	4.37%

	1998
	311,315
	143,178
	178,365
	632,858
	3.00%
	2.97%

	1999
	87,296
	49,490
	105,640
	242,426
	2.60%
	1.72%

	2000
	0
	
	28,321
	28,321
	6.92%
	3.43%


Source: Lazarević. Brief History of Trepca
Exhibit 6: Ownership structure of RMHK “Trepca” shares, 1992-2001*

	Date
	10.7.92
	31.12.94
	06.03.96
	31.12.99
	31.12.00
	31.12.01

	Owner
	Percentage of company stock

	Social capital (undistributed)
	25.87
	26.96
	29.6
	31.27
	30.61
	11.71

	Fund for the Development of Serbia
	63.38
	65.49
	0.0
	0.00
	0.00
	0.00

	Progres
	3.42
	2.47
	12.8
	12.01
	11.77
	14.42

	Jugobanka
	2.51
	0.00
	15.8
	14.79
	14.48
	17.76

	Geneks
	2.28
	0.00
	0.0
	2.00
	4.04
	8.21

	Elektroprivreda Srbije
	1.85
	1.92
	0.0
	0.00
	0.00
	0.00

	Beobanka
	0.27
	0.00
	0.0
	0.00
	0.00
	0.00

	Ibar-Lepenac, Belgrade
	0.11
	0.12
	0.0
	0.00
	0.00
	0.00

	Termoelektro, Belgrade
	0.09
	0.09
	0.1
	0.06
	0.06
	0.08

	Stočarpromet, Požega
	0.09
	0.09
	0.0
	0.00
	0.00
	0.00

	Grading, Priština
	0.07
	0.02
	0.0
	0.00
	0.00
	0.02

	Dunav, Belgrade
	0.04
	0.04
	11.1
	10.37
	10.16
	12.45

	Kontaktburo, Priština
	0.02
	0.02
	0.0
	0.00
	0.00
	0.02

	Beogradska banka – Beograd
	0.00
	0.00
	12.6
	11.83
	11.58
	14.22

	"14 Oktobar" Kruševac
	0.00
	0.00
	7.2
	0.00
	0.00
	8.14

	"Goša" Smed. Palanka
	0.00
	0.00
	7.1
	6.65
	6.51
	7.98

	Jugobanka Jubanka K.Mitrovica
	0.00
	2.50
	1.9
	1.91
	1.87
	2.27

	Kosovsko-Metohijska banka Priština
	0.00
	0.00
	0.0
	0.00
	0.00
	1.79

	"Zorka" Šabac
	0.00
	0.00
	0.0
	0.67
	0.65
	0.80

	"Ratko Mitrović" Požega
	0.00
	0.00
	0.0
	0.00
	0.00
	0.08

	DDOR Novi Sad
	0.00
	0.00
	0.0
	0.02
	0.02
	0.03

	Radnici "Ikaterm" Zemun
	0.00
	0.00
	0.0
	0.02
	0.01
	0.02

	Luka Bar
	0.00
	0.00
	0.0
	0.00
	0.00
	0.02

	Beobanka, Priština
	0.00
	0.28
	1.6
	1.49
	1.46
	0.00

	14 Oktobar, Kruševac
	0.00
	0.00
	0.0
	6.78
	6.64
	0.00

	INOS, Belgrade
	0.00
	0.00
	0.1
	0.09
	0.09
	0.00

	Employees

Jedinstvo, Kumane
	0.00
	0.00
	0.0
	0.04
	0.03
	0.00

	Other
	0.00
	0.00
	0.0
	0.02
	0.00
	0.00

	Total
	100
	100
	100
	100
	100
	100


Source: Palairet, 2002, Trepca 1965-2000

*Several Serbian state-owned companies that had Trepca stocks were liquidated since 2001. At this moment, it is estimated that Serbian government has about 55% of Trepca equity.

Exhibit 7:

Estimated metal volume produced in Trepca’s lead and zinc smelters in $US millions, 1995 prices. 

	Year
	Volume of production 

	1988
	144.85

	1989
	129.35

	1990
	90.17

	1991
	63.71

	1992
	24.04

	1993
	9.21

	1994
	3.71


Source: Palairet, 2002, Trepca, 1965-2000
Exhibit 8

UNMIK Capital Expenditures into Northern Chain to Date ($US mn)

	
	Belo Brdo Mine
	Crnac Mine
	Leposavic Concentrator

	Mines
	
	
	

	        Rehabilitation
	2.60
	2.60
	

	        Equipment replacement
	1.70
	2.25
	

	Concentrator 
	
	
	

	        Crushing, Storage and   

        Flotation 
	
	
	10.79

	        Milling 
	
	
	0.84

	        De-watering 
	
	
	0.34

	        Water Supply 
	
	
	1.00

	        Control room/Lab/Office 
	
	
	0.19

	        Power supply/Distribution 
	
	
	0.02

	        Workshop 
	
	
	0.02

	TOTAL 
	22.35
	4.30
	4.85
	13.20


Exhibit 9

Processing the ore
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Exhibit 10

Northern Chain Mine Reserves

	Belo Brdo Mine Reserves and Resources

	
	Tonnes
	Pb%
	Zn%
	Ag g/t

	Proven Reserves
	   261,000
	6.21
	5.56
	89.5

	Probable reserves
	1,079,000
	6.68
	5.78
	95.6

	Total Mineable Reserves
	1,340,000
	6.59
	5.74
	94.4

	Total Resources
	3,720,000
	7.65
	6.5
	109


	Crnac Mine Reserves and Resources

	
	Tonnes
	Pb %
	Zn %
	Ag g/t

	Proven Reserves
	404,000
	8.74
	2.99
	129

	Probable Reserves
	1,243,000
	7.2
	2.91
	102

	Total Mineable Reserves 
	1,648,000
	7.57
	2.93
	102

	Total Resources
	4,400,000
	7.51
	3.28
	106


Exhibit 11

Production Schedule for Northern Chain Mines (conservative estimates)
	Belo Brdo Mine Output

	
	2006
	2007
	2008
	2009-2020

	Production (tonnes)
	48,000
	100,000
	100,000
	100,000

	Pb%
	5
	5
	5
	5

	Zn%
	4.5
	4.5
	4.5
	4.5

	Ag (gr/t)
	70
	70
	70
	70

	Capital costs ($US mn)*
	0.431
	0.44
	0.44
	0.44

	Operating costs ($US/t)
	21.66
	21.66
	21.66
	21.66


	Crnac Mine Output

	
	2006
	2007
	2008
	2009-2020

	Production (t)
	56,000
	100,000
	100,000
	100,000

	Pb (%)
	4%
	4%
	4%
	4%

	Zn (%)
	2%
	2%
	2%
	2%

	Ag (gr/t)
	60
	60
	60
	60

	Capital costs ($ million)*
	0.82
	0.83
	0.84
	0.84

	Operating costs ($US/t)
	21.66
	21.66
	21.66
	21.66


*Estimated to increase by 1% p.a.

Exhibit 12

Production Schedule for Leposavic Concentrator

	Leposavic Concentrator Output

	
	2006
	2007
	2008
	2009-2020

	Lead concentrate (t)
	6,007
	12,014
	12,014
	12,014

	Pb%
	69.50%
	69.50%
	69.50%
	69.50%

	Zinc Concentrate (t)
	5,219
	10,438
	10,438
	10,438

	Zn%
	49.70%
	49.70%
	49.70%
	49.70%

	Ag kg/t (in Lead conc.)
	2.04
	2.04
	2.04
	2.04

	Capital costs ($ million)*
	0.25
	0.25
	0.26
	0.26

	Operating costs ($US/t of ore)
	7.16
	7.16
	7.16
	7.16

	New Tailing Pond ($US mn)
	
	
	1.8
	

	Working Capital ($US mn)**
	3
	5,8
	5,8
	5,8


*Estimated to increase by 1% p.a.

**Concentrator and both mines

Exhibit 13

Lead & Zinc LME Spot Prices
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