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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


	2007
	2006
	Norm

	
	General
	1.91
	1.34
	1.50 - 2.00

	
	Quick
	0.86
	0.68
	1.00

	
	Immediate
	0.02
	0.22
	0.50

	
	Absolute
	0.02
	0.22
	0.25

	
	
	
	

	
	Efficiency


	2007
	2006

	
	Efficiency of costs
	1.11
	1.06

	
	Efficiency of profits
	0.90
	0.94

	
	
	
	

	
	Independence


	2007
	2006

	
	Financial
	1.04
	0.36

	
	Gearing
	1.62
	4.25

	
	

	
	Shareholders as of 30 September 2007

	
	
	Numbers of shares 
	Percentage

	
	
	
	

	
	Whitebeam Holdings Ltd.
	322,863
	64,21%

	
	Voluntary Pension Fund “Doverie”
	5,997
	1,19%

	
	Professional Pension Fund “Doverie”
	8,940
	1,78%

	
	Universal Pension Fund “Doverie”
	20,916
	4,16%

	
	IC Advance Invest AD
	11,824
	2,35%

	
	ING BANK N.V. London
	4,896
	0,97%

	
	MEI-ROMENIE EN BULGARIJE FONDS N.V
	16,592
	3,30%

	
	RC2 (Cyprus) Ltd.
	11,917
	2,37%

	
	Other companies – below 1%
	60,045
	11,95%

	
	Individuals – 1,902
	38,825
	7,72%

	
	
	
	


	
	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 2007:

1. Zhivko Ljubenov Minkov

2. Ivan Alexandrov Sokolov- chairman
3. Boyko Penev Shoylekov

Supervisory Board as of 30 September 2007:
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 

	
	
	
	2007
	2006

	
	
	
	
	

	
	Sales
	
	93,849
	  69,142

	
	Other operating income
	
	1,379
	 1,779

	
	
	
	95,228
	70,921

	
	
	
	
	

	
	Changes in inventories of finished goods and work in progress
	
	1,340
	(1219)

	
	Raw materials and hired services expenses 
	
	(69,894)
	(55,521)

	
	Staff costs 
	3
	(6,349)
	(4,496)

	
	Depreciation and amortisation 
	5,6
	(2,919)
	(1,328)

	
	Provisions for retirement compensation obligations
	14
	
	

	
	Other operating expenses 
	
	(7,596)
	(4,618)

	
	
	
	(85,418)
	(67,182)

	
	
	
	
	

	
	Profit from operations 
	
	9,810
	3,739

	
	
	
	
	

	
	
	
	
	

	
	Finance costs – net 
	2
	1,067
	638

	
	
	
	
	

	
	Profit before income tax 
	
	10,877
	4,377

	
	Income tax expense
	
	(447)
	413

	
	
	
	
	

	
	Profit for the year
	
	10,430
	3,964

	
	
	
	
	

	
	Earnings per share (BGN per share)
	
	
	

	· 
	- basic 
	4
	20,74
	7,88

	· 
	- diluted
	4
	20,74
	7,88

	
	 
	 
	 
	 


	
	Ivan Sokolov
	
	Boyko Shoylekov

	
	Executive Director
	
	Chief Accountant

	
	31 October 2007
	
	


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

	
	
	
	2007
	2006

	
	
	
	
	

	
	ASSETS
	
	
	

	
	Non-current assets
	
	
	

	
	Property, plant and equipment
	11
	26,623
	22,841

	
	Intangible assets
	12
	214
	287

	
	Finance lease receivables
	13
	430
	519

	
	Investments in daughter companies
	14
	333
	129

	
	Deferred income tax asset
	22
	59
	574

	
	
	
	27,659
	24,350

	
	Current assets
	
	
	

	
	Inventories 
	15
	21,139
	15,289

	
	Trade and other receivables
	16
	16,937
	9,501

	
	Cash and cash equivalents
	17
	391
	5,274

	
	Financial assets for trading
	18
	-
	521

	
	
	
	38,467
	30,585

	
	
	
	
	

	
	Total assets
	
	66,126
	54,935

	
	
	
	
	

	
	Shareholders’ equity
	
	
	

	
	Ordinary shares
	25
	503
	503

	
	Legal and other reserves
	
	14,323
	6,228

	
	Retained earnings/(Accumulated loss)
	
	10,430
	8,095

	
	Total shareholders’ equity
	
	25,256
	14,826

	
	
	
	
	

	
	LIABILITIES
	
	
	

	
	Non-current liabilities
	
	
	

	
	Borrowings
	19
	19,466
	16,664

	
	Financial leasing
	20
	70
	-

	
	Provisions for obligations under plans for pension incomes
	21
	196
	196

	
	Deferred income tax liabilities
	22
	998
	1,066

	
	
	
	20,730
	17,926

	
	Current liabilities
	
	
	

	
	Borrowings
	
	4,746
	10,901

	
	Financial leasing
	
	6
	14

	
	Trade and other payables
	23
	15,001
	6,469

	
	Provisions in connection with ZUNK
	24
	387
	4,799

	
	
	
	20,140
	22,183

	
	
	
	
	

	
	Total liabilities
	
	40,870
	40,109

	
	
	
	
	

	
	Total equity and liabilities
	
	66,126
	54,935


	
	

	
	
	
	
	

	
	Ivan Sokolov
	
	Boyko Shoylekov

	
	Executive Director
	
	Chief Accountant


31 October 2007

	
	(all amounts in BGN  thousands)
	Note
	Share

capital
	Legal reserves
	Other

reserves
	Retained earnings/(Loss)


	Total

	
	
	
	
	
	
	
	

	
	1 January 2006
	
	503
	681
	10,754
	(5,207)
	6,731

	
	Loss, paid off with reserves
	
	-
	-
	(5,207)
	5,207
	-

	
	Net profit
	
	-
	-
	-
	8,095
	8,095

	
	31.12.2006
	
	503
	681
	5,547
	8,095
	14,826

	
	
	
	
	
	
	
	

	
	1 January 2007 recalculated
	
	503
	681
	5,547
	8,095
	14,826

	
	Distributed profit
	
	
	
	8,095
	(8095)
	

	
	Donations
	
	
	
	
	
	

	
	Net profit
	
	
	
	
	10,430
	10,430

	
	30 September 2007
	
	503
	681
	13,642
	10,430
	25,256

	
	
	
	
	
	
	
	


	
	Ivan Sokolov
	
	Boyko Shoylekov

	
	Executive Director
	
	Chief Accountant

	
	
	
	


31 October 2007
	
	(all amounts in BGN thousands)
	Note
	As of 30 September

	
	
	
	2007
	2006

	
	
	
	
	

	
	Cash flows from operating activities
	
	
	

	
	Cash generated from / (used in) operations
	
	2,479
	117

	
	Interest paid
	
	(1,191)
	(130)

	
	Tax refunded / (paid)
	
	4,190
	2,151

	
	
	
	
	

	
	Net cash from / (used in) operating activities
	
	5,478
	2,138

	
	
	
	
	

	
	Cash flows from investing activities
	
	
	

	
	Purchase of property, plant and equipment
	
	(5,751)
	(32,137)

	
	Proceeds from sale of property, plant and equipment
	
	384
	30,183

	
	Interest received
	
	(203)
	0

	
	
	
	
	

	
	Net cash used in investing activities
	
	(5,570)
	(1,954)

	
	
	
	
	

	
	Cash flows from financing activities
	
	
	

	
	Proceeds from borrowings
	
	92,163
	15,301

	
	Paid principal under loans
	
	(96,881)
	(15,441)

	
	Payments for purchases of securities
	
	(598)
	

	
	Proceeds from sale of securities
	
	525
	

	
	
	
	
	

	
	Net cash from/ (used in) financing activities
	
	(4,791)
	(140)

	
	
	
	
	

	
	Net (decrease)/increase in cash and cash equivalents
	
	(4,883)
	44

	
	
	
	
	

	
	Cash and cash equivalents at the beginning of the year
	
	5,274
	5,301

	
	
	
	
	

	
	Cash and cash equivalents at end of year
	10
	391
	5,345


	
	Ivan Sokolov
	
	Boyko Shoylekov

	
	Executive Director
	
	Chief Accountant

	
	
	
	


31 October 2007
	1
	Segment information (continued)

	
	

	
	At 30 September 2007, the Company is organised into four main business segments:

· Anhydrides– a component for resin production

· Paints – manufacture of range of paints

· Dry construction powders – cement-based and gypsum-based

· Other – manufacture of varnishes, lacquers and other chemicals

	
	

	
	Secondary reporting format – geographical segments

	
	
	
	
	09.2007
	09.2006

	
	
	
	
	
	

	
	Export market     – sales of production
	
	52,238
	39,506

	
	Domestic market – sales of production
	
	34,228
	26,762

	
	Domestic market – sales of goods for resale
	
	5,874
	2,473

	
	Domestic market – sales of services 
	
	1,509
	400

	
	Domestic market – others
	
	1,379
	1,780

	
	
	
	95,228
	70,921

	
	
	
	

	
	The Company’s four 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
	
	

	
	
	09.2007
	09.2006

	
	Interest expense:
	
	

	
	- bank borrowings
	(756)
	(33)

	
	- finance leases
	(1)
	(10)

	
	- ZUNK interest
	(507)
	(1,681)

	
	Bank fees
	(157)
	(103)

	
	Bank fees – letters of credit
	-
	-

	
	Bank fees – bank guarantees
	-
	(8)

	
	Interest income
	106
	23

	
	Net foreign exchange gains/(losses)
	(111)
	1,145

	
	Incomes from operations with securities
	382
	

	
	Other incomes (discount from preliminary payment of ZUNK)
	2,111
	1,305

	
	
	1,067
	638


	5
	Staff costs
	 
	 

	
	
	09.2007
	09.2006

	
	
	
	

	
	Wages and salaries
	(5,029)
	(2,720)

	
	Social security costs
	(1,320)
	(953)

	
	Unused paid leave accrual
	-
	

	
	
	(6,349)
	(3,673)

	
	
	
	

	
	
	
	

	
	The average number of employees in 2007 was 939 (2006: 633).


	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.

	
	
	
	

	
	
	09.2007
	12.2006

	
	
	
	

	
	Net assets attributable to shareholders (BGN thousands)
	25,256
	14,826

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

	
	Net value of the assets per share (BGN per share)
	50,21
	29.48

	
	
	
	

	
	
	
	

	
	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.

	
	
	
	

	
	
	09.2007
	12.2006

	
	
	
	

	
	Net profit/(loss) attributable to shareholders 

(BGN thousands)
	10,430
	8,095

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

	
	Basic earnings per share (BGN per share)
	20,74
	16.09

	
	
	
	

	
	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
	8,268 
	10,939 
	2,232 
	1,403
	22,842 

	
	Additions
	1,141
	3,105
	761
	5,360 
	10,367 

	
	Disposals
	(92)
	-
	(36)
	(3,676)
	(3,804)

	
	Depreciation charge
	(366)
	(1,840)
	(576)
	- 
	(2,782)

	
	
	
	
	
	
	

	
	Net book amount
	8,951 
	12,204 
	2,381
	3,087
	26,623 

	
	
	
	
	
	
	

	
	At 30 September 2007
	
	
	
	
	

	
	Cost
	13,847 
	71,024 
	5,359 
	3,087 
	93,317  

	
	Accumulated depreciation
	(4,896)
	(58,820)
	 (2,978)
	- 
	 (66,694)

	
	Net book amount
	8,951 
	12,204 
	2,381 
	3,087
	26,623 

	
	
	
	
	
	
	


	6
	Intangible non-current assets

	
	
	
	Total

	
	
	
	

	
	Opening net book amount
	
	286

	
	Additions
	
	62

	
	Amortisation charge 
	
	(134)

	
	
	
	

	
	Net book amount
	
	214

	
	
	
	

	
	At 30 September 2007
	
	

	
	Cost
	
	491

	
	Accumulated amortisation
	
	  (277)

	
	
	
	

	
	Net book amount
	
	214

	
	
	
	


	7
	Finance lease receivables
	
	

	
	
	09.2007
	12.2006

	
	Finance lease –gross investment
	244
	356

	
	Finance income for future periods
	(10)
	(14)

	
	
	234
	342

	
	
	
	

	
	
	09.2007
	12.2006

	
	Effective interest under long term receivables:
	
	

	
	Receivables under lease contracts
	4 %
	4 %

	
	
	
	

	
	Gross receivables from finance leases:
	09.2007
	12.2006

	
	
	
	

	
	Not later than 1 year 
	204
	184

	
	Later than 1 year and not later than 5 years
	244
	356

	
	Later than 5 years
	-
	-

	
	
	448
	540

	
	
	
	

	
	Future finance income on finance leases
	(17)
	(21)

	
	
	
	

	
	Net investment in finance leases
	431
	519

	
	
	
	

	
	Net investment in finance leases may be analysed as follows:
	09.2007
	12.2006

	
	
	
	

	
	Not later than 1 year 
	196
	177

	
	Later than 1 year and not later than 5 years
	234
	342

	
	Later than 5 years
	-
	-

	
	
	430
	519

	
	
	
	

	
	
	
	


	8
	Inventories
	
	

	
	
	09.2007
	12.2006

	
	
	
	

	
	Raw materials 
	9,781
	5,456

	
	Other materials 
	609
	2,088

	
	Finished goods
	4,379
	4,423

	
	Work in progress
	2,968
	1,326

	
	Assets held for resale
	1,618
	798

	
	Goods 
	1,784
	1,198

	
	
	21,139
	15,289

	
	
	
	

	
	
	
	


	9
	Trade and other receivables

	
	
	09.2007
	12.2006

	
	Current receivables:
	
	

	
	Financial lease – gross investment (Note 7)
	204
	184

	
	Financial income for future periods
	(7)
	(7)

	
	
	197
	177

	
	
	
	

	
	Trade receivables 
	11,648
	5,593

	
	Receivables from related parties (Note 16)
	3,512
	2,096

	
	Provision for impairment of receivables
	(48)
	(49)

	
	Trade receivables – net
	15,112
	7,640

	
	VAT Receivable
	207
	1,270

	
	Prepayments
	809
	325

	
	Other receivables
	809
	266

	
	
	16,937
	9,501


	10
	Cash and cash equivalents
	
	

	
	
	09.2007
	12.2006

	
	
	
	

	
	Cash at bank and in hand
	391
	5,274

	
	
	391
	5,274

	
	
	
	

	
	
	
	


	11
	Trade and other payables
	
	

	
	
	09.2007
	12.2006

	
	
	
	

	
	Trade payables 
	10,925
	3,020

	
	Payables to related parties (Note 16)
	1,925
	1,065

	
	Payables under advances received
	282
	333

	
	Tax payables 
	73
	708

	
	Salaries and wages
	730
	943

	
	Social security and other taxes
	283
	298

	
	Other payables
	782
	102

	
	
	15,001
	6,469

	
	
	
	


	12
	Borrowings
	
	

	
	
	09.2007
	12.2006

	
	Current
	
	

	
	
	
	

	
	Bank borrowings
	4,746
	6,372

	
	Current part of the non-current ZUNK loan
	-
	4,529

	
	Current part of the lease liability 
	6
	14

	
	
	4,752
	10,915

	
	
	
	

	
	Non-current
	
	

	
	ZUNK loan 
	0
	15,918

	
	Non-current part of bank loan
	19,466
	746

	
	Finance lease liabilities
	0
	

	
	
	19,466
	16,664

	
	
	
	

	
	Total borrowings
	24,218
	27,579

	
	
	
	
	
	

	
	
	
	
	09.2007
	12.2006

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

	
	Bank overdrafts
	
	
	4,31%
	4,31%

	
	Bank borrowings
	
	
	5,5%
	5,5%

	
	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 10 % (2006: 15 %).

	
	

	
	The change in the deferred income tax is as follows:

	
	
	09.2007
	12.2006

	
	
	
	

	
	At the beginning of the year
	(492)
	(332)

	
	Charge/(credit) to income statement, net of effect of changed rates
	 (447)
	(160)

	
	
	
	

	
	At the end of the year
	(939)
	(492)


	13
	Deferred income tax (continued)

	
	

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


	
	1 January 2006
	(Income)/Cost in Income Statement
	31 December 2006

	Property, plant and equipment
	1,704
	(638)
	1,066

	Tax losses carried forward
	(14)
	14
	-

	Provisions for retirement obligations
	(30)
	10
	(20)

	Social security obligations
	(79)
	5
	(74)

	Provision
	(1,249)
	769
	(480)

	
	
	
	

	
	332     
	160          
	492     

	
	
	
	

	
	1 January 2007
	(Income)/Cost in Income Statement
	30 September 2007

	Property, plant and equipment
	1,066
	(68)
	998

	Tax losses carried forward
	-
	-
	-

	Provisions for retirement obligations
	(20)
	-
	(20)

	Provision 
	(480)
	480
	-

	Social security obligations
	(74)
	35
	(39)

	
	    492 
	447          
	939     

	
	
	
	


	
	The amounts shown in the balance sheet include the following:

	
	
	09.2007
	12.2006

	
	
	
	

	
	Deferred income tax assets
	59
	574

	
	Deferred income tax liabilities
	(998)
	(1,066)

	
	
	(939)
	(492) 

	
	
	
	

	
	

	
	


	14
	Provisions 
	
	

	
	
	09.2007
	31.12.2006

	
	At 1 January 2007
	4995
	8,518

	
	Charged to income statement:
	(4,412)
	(3,523)

	
	
	
	

	
	At 30 September 2007
	583
	4,995

	
	
	
	

	
	
	2007
	

	
	Analysis of provisions:
	
	

	
	Long term provision
	196
	196

	
	Current provision
	387
	4,799

	
	
	583
	4,995

	
	
	
	


	
	

	15
	Ordinary shares

	
	
	Number of
	Value 

	
	
	shares
	in 

	
	
	(thousands)
	BGN’000

	
	
	
	

	
	At 31 December 2006
	503
	503

	
	
	
	

	
	At 30 September 2007
	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 (2006: 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
	
	

	
	
	09.2007
	09.2006

	
	
	
	

	
	Sales of services
	429
	226

	
	Sales of finished goods
	17,839
	9,410

	
	Sales of goods for resale
	329
	482

	
	Sales of fixed assets
	616
	647

	
	
	19,213
	10,765

	
	
	
	

	
	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 Policolor SA
	
	

	
	
	09.2007
	09.2006

	
	
	
	

	
	Purchases of goods
	2,524
	859

	
	Purchases of services
	-
	105

	
	
	2,524
	964

	
	
	
	

	
	
	
	

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

	
	
	
	

	
	
	09.2007
	12.2006

	
	Receivables from related parties:
	
	

	
	Policolor SA
	2,031
	1,713

	
	DEKO Georgia
	722
	139

	
	DEKO Serbia
	509
	244

	
	TOV-Policolor-Orgachim, Ucraine
	250
	

	
	Proconstruct OOD
	1
	

	
	
	3,513
	2,096

	
	
	
	

	
	Payables to related parties:
	
	

	
	Policolor SA
	1,921
	1,065

	
	Proconstruct OOD
	5
	

	
	
	1,926
	1,065

	
	
	
	


	17
	Contingent liabilities

	
	No changes 
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