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	Principle activities

	
	

	
	Orgachim AD (the “Company”) is a joint stock company domiciled in Bulgaria. The principal activities of the Company are that of manufacture and retail distribution of paints, varnishes, lacquers, coating, plasticizers, anhydrides and other chemicals used in machine building, electronics, transport, construction and plastics processing. The Company’s registered office is located in Rousse, Bulgaria. The address of its registered office is as follows: 21, Treti Mart Blvd, 7000 Rousse, Bulgaria.

The shares of the Company are publicly listed on the Sofia Stock Exchange. 

	
	

	
	

	
	Liquidity


	09.2006
	09.2005
	Norm

	
	General
	1.34
	3.27
	1.50 - 2.00

	
	Quick
	0.68
	1.93
	1.00

	
	Immediate
	0.22
	0.65
	0.50

	
	Absolute
	0.22
	0.65
	0.25

	
	
	
	

	
	Efficiency


	09.2006
	09.2005

	
	Efficiency of costs
	1.06
	1.13

	
	Efficiency of profits
	0.94
	0.87

	
	
	
	

	
	Independence


	09.2006
	09.2005

	
	Financial
	0.36
	0.55

	
	Gearing
	4.25
	2.25

	
	

	
	

	
	
	Numbers of shares 
	Percentage

	
	
	
	

	
	Whitebeam Holdings Ltd.
	322,863
	64.21 %

	
	IC Advance Invest AD
	12,723
	2.53 %

	
	SEBVILNIAUS BANKAS AB
	12,800
	2.55 %

	
	Universal Pension Fund “Doverie”
	15,987
	3.18 %

	
	Voluntary Pension Fund “Doverie”
	5,637
	1.12%

	
	Professional Pension Fund “Doverie”
	7,706
	1.53 %

	
	ING BANK N.V. London
	5,582
	1.11 %

	
	HANSAPANK CLIENTS
	18,488
	3.68 %

	
	MEI-ROMENIE EN BULGARIJE FONDS N.V
	5,297
	1.06 %

	
	Other companies – below 1%
	51,565
	10.25 %

	
	Individuals – 1,899
	44,167
	8.78%

	
	
	
	


	
	Management

	
	

	
	The Company operates a two-tier system of corporate management in accordance with the Commercial Act of the Republic of Bulgaria.
Board of Directors as of 30 September 2006:

1. Zhivko Ljubenov Minkov

2. Ivan Alexandrov Sokolov

3. Blagomir Petrov Yordanov

Supervisory Board as of 30 September 2006:
1. Silviu Sorin Mocanu

2. “Whitebeam Holdings Limited”, represented by Ion Alexander Florescu

3. Irena Mateeva Komitova.



	
	(all amounts in BGN thousands)
	Note
	30 September

	
	
	
	2006
	2005

	
	
	
	
	

	
	Sales
	
	  69,142
	  54,441

	
	Other operating income
	
	 1,779
	 3,247

	
	
	
	70,921
	57,688

	
	
	
	
	

	
	Changes in inventories of finished goods and work in progress
	
	(1219)
	(1,952)

	
	Raw materials and hired services expenses 
	
	(55,521)
	(40,944)

	
	Staff costs 
	3
	(4,496)
	(3,673)

	
	Depreciation and amortisation 
	5,6
	(1,328)
	(1030)

	
	Provisions for retirement compensation obligations
	14
	
	

	
	Other operating expenses 
	
	(4,618)
	(3,570)

	
	
	
	(67,182)
	(51,169)

	
	
	
	
	

	
	Profit from operations 
	
	3,739
	6,519

	
	
	
	
	

	
	
	
	
	

	
	Finance costs – net 
	2
	638
	(3,765)

	
	
	
	
	

	
	Profit before income tax 
	
	4,377
	2,754

	
	Income tax expense
	
	(413)
	70

	
	
	
	
	

	
	Profit for the year
	
	3,964
	2,824

	
	
	
	
	

	
	Earnings per share (BGN per share)
	
	
	

	· 
	- basic 
	4
	7,88
	5,61

	· 
	- diluted
	4
	7,88
	5,61

	
	 
	 
	 
	 


	
	Ivan Sokolov
	
	Boyko Shoylekov

	
	Executive Director
	
	Chief Accountant

	
	17 October 2006
	
	


	
	(all amounts in BGN thousands)
	Note
	As at 30 September

	
	
	
	2006
	2005

	
	
	
	
	

	
	ASSETS
	
	
	

	
	Non-current assets
	
	
	

	
	Property, plant and equipment
	5
	21,629
	19,010

	
	Intangible assets
	6
	139
	3

	
	Finance lease receivables
	7
	656
	538

	
	Deferred income tax asset
	13
	1,328 
	1,372

	
	
	
	23,752
	20,923

	
	Current assets
	
	
	

	
	Inventories 
	8
	16,496
	13,576

	
	Trade and other receivables
	9
	11,555
	10,027

	
	Cash and cash equivalents
	10
	5,345
	5,301

	
	
	
	33,396
	28,904

	
	
	
	
	

	
	Total assets
	
	57,148
	49,827

	
	
	
	
	

	
	Shareholders’ equity
	
	
	

	
	Ordinary shares
	15
	503
	503

	
	Legal and other reserves
	
	6,224
	11,434

	
	Retained earnings/(Accumulated loss)
	
	3,964
	(5,207)

	
	Total shareholders’ equity
	
	10,691
	6,730

	
	
	
	
	

	
	LIABILITIES
	
	
	

	
	Non-current liabilities
	
	
	

	
	Borrowings
	12
	19,545
	18,344

	
	Provisions 
	14
	198
	198

	
	Deferred income tax liabilities
	13
	1,864
	1,704

	
	
	
	21,607
	20,246

	
	Current liabilities
	
	
	

	
	Trade and other payables
	11
	9,773
	3,201

	
	Provisions 
	14
	5,034
	8,320

	
	Borrowings
	12
	10,043
	11,330

	
	
	
	24,850
	22,851

	
	
	
	
	

	
	Total liabilities
	
	46,457
	43,097

	
	
	
	
	

	
	Total equity and liabilities
	
	57,148
	49,827


	
	

	
	
	
	
	

	
	Ivan Sokolov
	
	Boyko Shoylekov

	
	Executive Director
	
	Chief Accountant


17 October 2006

	
	(all amounts in BGN  thousands)
	Note
	Share

capital
	Legal reserves
	Other

reserves
	Retained earnings/(Loss)


	Total

	
	
	
	
	
	
	
	

	
	1 January 2005
	
	503
	681
	3,148
	7,645
	11,927

	
	- recalculated
	
	–
	–
	7,645
	(7,645)
	-

	
	Donations
	
	-
	-
	(40)
	-
	(40)

	
	Net profit
	
	-
	-
	-
	(5,207)
	(5,207)

	
	31.12.2005
	
	503
	681
	10,753
	(5,207)
	6,730

	
	
	
	
	
	
	
	

	
	1 January 2006 recalculated
	
	503
	681
	10,753
	(5,207)
	6,730

	
	Distributed profit
	
	–
	–
	(5,207)
	5,207
	

	
	Donations
	
	–
	–
	(4)
	–
	(4)

	
	Net profit
	
	–
	–
	–
	3,964
	3,964

	
	30 September 2006
	
	503
	681
	5,543
	3,964
	10,691

	
	
	
	
	
	
	
	


	
	Ivan Sokolov
	
	Boyko Shoylekov

	
	Executive Director
	
	Chief Accountant

	
	
	
	


17 October 2006

	
	(all amounts in BGN thousands)
	Note
	As of 30 September

	
	
	
	2006
	2005

	
	
	
	
	

	
	Cash flows from operating activities
	
	
	

	
	Cash generated from / (used in) operations
	
	117
	5,644

	
	Interest paid
	
	(130)
	(51)

	
	Tax refunded / (paid)
	
	2,151
	(141)

	
	
	
	
	

	
	Net cash from / (used in) operating activities
	
	2,138
	5,452

	
	
	
	
	

	
	Cash flows from investing activities
	
	
	

	
	Purchase of property, plant and equipment
	
	(32,137)
	(2694)

	
	Proceeds from sale of property, plant and equipment
	
	30,183
	2435

	
	Interest received
	
	0
	0

	
	
	
	
	

	
	Net cash used in investing activities
	
	(1,954)
	(259)

	
	
	
	
	

	
	Cash flows from financing activities
	
	
	

	
	Proceeds from borrowings
	
	15,301
	4,620

	
	Repayments of borrowings
	
	(15,441)
	(6,314)

	
	
	
	
	

	
	Net cash from/ (used in) financing activities
	
	(140)
	(1,694)

	
	
	
	
	

	
	Net (decrease)/increase in cash and cash equivalents
	
	44
	3,499

	
	
	
	
	

	
	Cash and cash equivalents at the beginning of the year
	
	5,301
	2,069

	
	
	
	
	

	
	Cash and cash equivalents at end of year
	10
	5,345
	5,568


	
	Ivan Sokolov
	
	Boyko Shoylekov

	
	Executive Director
	
	Chief Accountant

	
	
	
	


17 October 2006

	
	Accounting policies

	
	No changes in the accounting policy. 


	1
	Segment information

	
	Primary reporting format – business segments


	
	30 September 2005
	 Anhydrides  and resins
	 Paints 
	 Other 
	Company

	
	 
	 
	 
	 
	 

	
	Sales 
	23,050
	29,819
	4,819
	57,688

	
	
	
	
	
	

	
	Segment result 
	2,353
	9,517
	2,131
	14,001

	
	Unallocated costs
	 
	 
	 
	(6,452)

	
	Depreciation charge
	 
	 
	 
	(1030)

	
	
	
	
	
	

	
	Profit from operations
	 
	 
	 
	6,519

	
	Financial (expenses)/revenues, net 
	 
	 
	 
	(3,765)

	
	
	 
	 
	 
	 

	
	Profit before tax 
	 
	 
	 
	2,754

	
	Income tax expense
	 
	 
	 
	70

	
	
	 
	 
	 
	 

	
	Net profit for the year
	 
	 
	 
	2,824

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	30 September 2006
	
	
	
	

	
	 
	 
	 
	 
	 

	
	Sales
	25,503
	40,760
	4,651
	70,914

	
	
	
	
	
	

	
	Segment result
	(152)
	14,048
	1,109
	15,005

	
	Unallocated costs – net 
	 
	 
	 
	(9,939)

	
	Depreciation charge 
	 
	 
	 
	(1,328)

	
	
	
	
	
	

	
	Profit from operation
	 
	 
	 
	3,738

	
	Financial (expenses)/revenues, net 
	 
	 
	 
	639

	
	
	 
	 
	 
	 

	
	Loss before tax 
	 
	 
	 
	4,377

	
	Deferred tax recognised
	 
	 
	 
	(413)

	
	
	 
	 
	 
	 

	
	 Net loss for the year
	 
	 
	 
	3,964

	
	
	
	
	
	

	
	 
	
	
	
	


	1
	Segment information (continued)

	
	

	
	At 30 September 2006, the Company is organised into three main business segments:

· Anhydrides– a component for resin production

· Paints – manufacture of range of paints

· Other – manufacture of varnishes, lacquers and other chemicals

	
	

	
	Secondary reporting format – geographical segments

	
	
	
	
	09.2006
	09.2005

	
	
	
	
	
	

	
	Export market     – sales of production
	
	39,506
	32,450

	
	Domestic market – sales of production
	
	26,762
	20,420

	
	Domestic market – sales of goods for resale
	
	2,473
	1,288

	
	Domestic market – sales of services 
	
	400
	283

	
	Domestic market – others
	
	1,780
	3,247

	
	
	
	70,921
	57,688

	
	
	
	

	
	The Company’s three business segments are also managed on two main geographical segments. Bulgaria is the home country of the Company, which has no subsidiaries. Export market includes Turkey, Greece, Romania, Egypt, Central Europe, the Middle East and the ex-Soviet republics.

	
	
	
	

	
	
	
	

	2
	Finance costs – net
	
	

	
	
	09.2006
	09.2005

	
	Interest expense:
	
	

	
	- bank borrowings
	(33)
	(44)

	
	- finance leases
	(10)
	(8)

	
	- ZUNK interest
	(1,681)
	(1,067)

	
	Bank fees
	(103)
	(79)

	
	Bank fees – letters of credit
	-
	-

	
	Bank fees – bank guarantees
	(8)
	(3)

	
	Interest income
	23
	31

	
	Net foreign exchange gains/(losses)
	1,145
	(2,595)

	
	Other incomes
	1,305
	

	
	
	638
	(3,765)


	5
	Staff costs
	 
	 

	
	
	09.2006
	09.2005

	
	
	
	

	
	Wages and salaries
	(3,539)
	(2,720)

	
	Social security costs
	(957)
	(953)

	
	Unused paid leave accrual
	-
	

	
	
	(4,496)
	(3,673)

	
	
	
	

	
	
	
	

	
	The average number of employees in 2006 was 586 (2005: 522).


	4
	Earnings per share
	
	

	
	
	
	

	
	The net value of the assets per share is calculated by dividing the net assets, included in the balance sheet, by the number of the shares in circulation at the end of the year.

	
	
	
	

	
	
	09.2006
	09.2005

	
	
	
	

	
	Net assets attributable to shareholders (BGN thousands)
	10,691
	6,730

	
	Weighted average number of ordinary shares in issue (thousands)
	503
	503

	
	Net value of the assets per share (BGN per share)
	21,25
	13,38

	
	
	
	

	
	
	
	

	
	Basic earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average number of ordinary shares in issue during the year.

	
	
	
	

	
	
	09.2006
	09.2005

	
	
	
	

	
	Net profit/(loss) attributable to shareholders 

(BGN thousands)
	3,964
	(5,207)

	
	Weighted average number of ordinary shares in issue (thousands)
	503
	503

	
	Basic earnings per share (BGN per share)
	7,88
	(10.35)

	
	
	
	

	
	The diluted earnings per share is calculated adjusting the weighted average number of ordinary shares outstanding to assume conversion of all dilutive potential ordinary shares. As the Company does not have dilutive potential ordinary shares the diluted earnings per share is the same as the basic earnings per share.


	
	

	5
	Property, plant and equipment

	
	
	Land &

buildings
	Plant &

machinery
	Vehicles  &  equipment
	Costs for acquiring PPE
	Total

	
	
	
	
	
	
	

	
	Opening net book amount
	8,050 
	9,307 
	1,279
	374 
	19,010 

	
	Additions
	250 
	1,935 
	1,221 
	3,776 
	7,182

	
	Disposals
	(13)
	-
	(6)
	(3,265)
	(3,284)

	
	Depreciation charge
	(232)
	(615)
	(432)
	- 
	(1,279)

	
	
	
	
	
	
	

	
	Net book amount
	8,055 
	10,627 
	2,062
	885
	21,629 

	
	
	
	
	
	
	

	
	At 30 Sept 2006
	
	
	
	
	

	
	Cost
	12,613 
	67,802 
	4,326 
	885 
	85,626  

	
	Accumulated depreciation
	(4,558)
	(57,175)
	 (2,264)
	- 
	 (63,997)

	
	Net book amount
	8,055 
	10,627 
	2,062 
	885
	21,629 

	
	
	
	
	
	
	


	6
	Intangible non-current assets

	
	
	
	Total

	
	
	
	

	
	Opening net book amount
	
	2

	
	Additions
	
	185

	
	Amortisation charge 
	
	(48)

	
	
	
	

	
	Net book amount
	
	139

	
	
	
	

	
	At 30 Sept 2006
	
	

	
	Cost
	
	257

	
	Accumulated amortisation
	
	  (118)

	
	
	
	

	
	Net book amount
	
	139

	
	
	
	


	7
	Finance lease receivables
	
	

	
	
	09.2006
	09.2005

	
	Finance lease –gross investment
	363
	378

	
	Finance income for future periods
	(15)
	(15)

	
	
	
	

	
	
	09.2006
	09.2005

	
	Effective interest under long term receivables:
	
	

	
	Receivables under lease contracts
	4 %
	4 %

	
	
	
	

	
	Gross receivables from finance leases:
	09.2006
	09.2005

	
	
	
	

	
	Not later than 1 year 
	184
	182

	
	Later than 1 year and not later than 5 years
	363
	378

	
	Later than 5 years
	-
	-

	
	
	547
	560

	
	
	
	

	
	Future finance income on finance leases
	(21)
	(22)

	
	
	
	

	
	Net investment in finance leases
	526
	538

	
	
	
	

	
	Net investment in finance leases may be analysed as follows:
	09.2006
	09.2005

	
	
	
	

	
	Not later than 1 year 
	177
	175

	
	Later than 1 year and not later than 5 years
	349
	363

	
	Later than 5 years
	-
	-

	
	
	526
	538

	
	
	
	

	
	
	
	


	8
	Inventories
	
	

	
	
	09.2006
	09.2005

	
	
	
	

	
	Raw materials 
	8,585
	5,925

	
	Other materials 
	2,096
	4,677

	
	Finished goods
	2,859
	1,287

	
	Work in progress
	1,317
	842

	
	Assets held for resale
	763
	700

	
	Goods 
	876
	118

	
	
	
	

	
	
	16,496
	13,576

	
	
	
	


	9
	Trade and other receivables

	
	
	09.2006
	09.2005

	
	Current receivables:
	
	

	
	Financial lease – gross investment (Note 7)
	184
	176

	
	Financial income for future periods
	(7)
	(6)

	
	
	177
	170

	
	
	
	

	
	Trade receivables 
	6,774
	3,007

	
	Receivables from related parties (Note 16)
	2,546
	1,852

	
	Provision for impairment of receivables
	(72)
	(72)

	
	Trade receivables – net
	9,248
	4,787

	
	VAT Receivable
	887
	817

	
	Prepayments
	507
	746

	
	Other receivables
	913
	416

	
	
	11,555
	6,766


	10
	Cash and cash equivalents
	
	

	
	
	09.2006
	09.2005

	
	
	
	

	
	Cash at bank and in hand
	5,345
	5,301

	
	
	
	

	
	
	5,345
	301

	
	
	
	


	11
	Trade and other payables
	
	

	
	
	09.2006
	09.2005

	
	
	
	

	
	Trade payables 
	7,199
	1,448

	
	Payables to related parties (Note 16)
	388
	671

	
	Payables under advances received
	735
	410

	
	Tax payables 
	7
	251

	
	Salaries and wages
	599
	179

	
	Social security and other taxes
	217
	152

	
	Other payables
	628
	90

	
	
	9,773
	3,201

	
	
	
	


	12
	Borrowings
	
	

	
	
	09.2006
	09.2005

	
	Current
	
	

	
	
	
	

	
	Bank borrowings
	667
	765

	
	Current part of the non-current ZUNK loan
	9,347
	10,510

	
	Current part of the lease liability 
	29
	55

	
	
	10,043
	11,330

	
	
	
	

	
	Non-current
	
	

	
	ZUNK loan 
	19,152
	17,948

	
	Non-current part of bank loan
	393
	391

	
	Finance lease liabilities
	
	5

	
	
	19,545
	18,344

	
	
	
	

	
	Total borrowings
	29,588
	674

	
	
	
	
	
	

	
	
	
	
	09.2006
	09.2005

	
	The effective interest rates at the balance sheet date were as follows:
	
	
	

	
	Bank overdrafts
	
	
	4,0%
	15.0%

	
	Bank borrowings
	
	
	4.4%
	5.2%

	
	ZUNK loan
	
	
	7%
	7%

	
	Finance lease liabilities
	
	
	2.4%
	2.4%

	
	

	13
	Deferred income tax

	
	

	
	Deferred tax is provided using the liability method for all temporary differences arising between the tax bases of assets and liabilities and their carrying values for financial statement purposes. Currently enacted tax rates are used to determine deferred income tax.

	
	

	
	Deferred income taxes are calculated using a principal tax rate of 15 % (2006: 15 %).

	
	

	
	The change in the deferred income tax is as follows:

	
	
	09.2006
	09.2005

	
	
	
	

	
	At the beginning of the year
	333
	(1,193)

	
	Charge/(credit) to income statement, net of effect of changed rates
	204
	861

	
	
	
	

	
	At the end of the year
	537
	(332)


	13
	Deferred income tax (continued)

	
	

	
	The movement in deferred tax assets and liabilities during the period is as follows:


	
	1 January 2005
	(Income)/Cost in Income Statement
	31 December 2005

	Property, plant and equipment
	    1,790 
	(86)
	1,704

	Tax losses carried forward
	        (489)
	475
	(14)

	Provisions for retirement obligations
	(56)
	26
	(30)

	Provision
	        (52)
	(27)
	(79)

	Social security obligations
	
	(1,249)
	(1,249)

	
	
	
	

	
	    1,193 
	(861)          
	332     

	
	
	
	

	
	1 January 2006
	(Income)/Cost in Income Statement
	30 September 2006

	Property, plant and equipment
	    1,704 
	161
	1,864

	Tax losses carried forward
	        (14)
	-
	(14)

	Provisions for retirement obligations
	(30)
	-
	(30)

	Social security obligations
	(1,248)
	9
	(1,239)

	Provision
	        (79)
	35
	(45)

	
	    333 
	210          
	537     

	
	
	
	


	
	The amounts shown in the balance sheet include the following:

	
	
	09.2006
	09.2005

	
	
	
	

	
	Deferred income tax assets
	(1,328)
	(1,372)

	
	Deferred income tax liabilities
	1,865
	1,704

	
	
	
	

	
	
	537
	332

	
	

	
	


	14
	Provisions 
	
	

	
	
	Retirement Obligations
	Total

	
	At 1 January 2006
	8,485
	8,500

	
	Charged to income statement:
	(62)
	-

	
	
	
	

	
	At 30 September 2006
	8,423
	8,500

	
	
	2006
	

	
	Analysis of provisions:
	
	

	
	Long term provision
	198
	180

	
	Current provision
	5,034
	8,320

	
	
	
	

	
	
	5,233
	8,500


	
	

	20
	Ordinary shares

	
	
	Number of
	Value 

	
	
	shares
	in 

	
	
	(thousands)
	BGN’000

	
	
	
	

	
	At 31 December 2005
	503
	503

	
	
	
	

	
	At 30 September 2006
	503
	503

	
	
	
	

	
	

	
	The Company’s shares are publicly traded on the Sofia Stock Exchange. The total authorised number of ordinary shares is 502,815 (2005: 502,815) with a par value of BGN 1 (2005: BGN 1) each. All issued shares are fully paid.

	
	

	
	

	
	


	16
	Related party transactions

	
	

	
	The Company is controlled by Whitebeam Holdings Ltd (incorporated in Malta), which owns 64% of the Company’s shares. The remaining 36% of the shares are widely held. The ultimate parent of the Company is Policolor SA (incorporated in Romania).

	
	
	
	

	
	The following transactions were carried out with related parties:


	
	Related party transactions /continuation/
	
	

	
	i) Sales of goods and services to Policolor SA
	
	

	
	
	09.2006
	09.2005

	
	
	
	

	
	Sales of services
	226
	214

	
	Sales of finished goods
	9,108
	6,066

	
	Sales of goods for resale
	482
	266

	
	Sales of fixed assets
	647
	713

	
	
	10,463
	7,259

	
	
	
	

	
	All sales have been made to Policolor SA and have been carried out under commercial terms and at market prices.

	
	
	
	

	
	ii) Purchases of goods and services from Polycolor SA
	
	

	
	
	09.2006
	09.2005

	
	
	
	

	
	Purchases of goods
	859
	69

	
	Purchases of services
	105
	72

	
	
	964
	141

	
	
	
	

	
	
	
	

	
	iii) Year-end balances arising from sales/purchases of goods/services

	
	
	
	

	
	
	09.2006
	09.2005

	
	Receivables from related parties:
	
	

	
	Policolor SA
	2,546
	1,852

	
	
	2,546
	1,852

	
	
	
	

	
	Payables to related parties:
	
	

	
	Policolor SA
	388
	410

	
	
	388
	410

	
	
	
	


	17
	Contingent liabilities

	
	No changes 
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