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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


	30.09.2008
	2007
	Norm

	
	General
	1.64
	2.07
	1.50 - 2.00

	
	Quick
	0.77
	0.83
	1.00

	
	Immediate
	0.02
	0.01
	0.50

	
	Absolute
	0.02
	0.01
	0.25

	
	
	
	

	
	Efficiency


	30.09.2008
	2007

	
	Efficiency of costs
	1.05
	1.10

	
	Efficiency of profits
	0.95
	0.90

	
	
	
	

	
	Independence


	30.09.2008
	2007 

	
	Financial
	3.08
	2.87

	
	Gearing
	0.67
	0.55

	
	

	
	Shareholders as of 30 September 2008

	
	
	Numbers of shares 
	Percentage

	
	
	
	

	
	Whitebeam Holdings Ltd.
	322,863
	64,21%

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

	
	Professional Pension Fund “Doverie”
	8,657
	1,72%

	
	Universal Pension Fund “Doverie”
	25,912
	5,15%

	
	IC Advance Invest AD
	5,894
	1,17%

	
	MEI-ROMENIE EN BULGARIJE FONDS N.V
	15,534
	3,09%

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

	
	Other companies – below 1% - 151
	70,293
	13,98%

	
	Individuals – 2,301
	41,642
	8,29%

	
	
	
	


	
	Management

	
	

	
	The Company operates a two-tier system of corporate management in accordance with the Commercial Act of the Republic of Bulgaria.
Management Board as of 30 September 2008:

1. Boyko Penev Shoylekov

2. Zhivko Ljubenov Minkov

3. Cecilia Betiu
Supervisory Board as of 30 September  2008:
1.  “Whitebeam Holdings Limited”, represented by Ion Alexander Florescu

2. Carmen Seghete

3. Irena Mateeva Komitova.



	
	(all amounts in BGN thousands)
	Note
	30 September

	
	
	
	2008
	2007

	
	
	
	
	

	
	Sales
	
	108,554
	93,849

	
	Other operating income
	
	1,296
	1,379

	
	
	
	109,850
	95,228

	
	
	
	
	

	
	Changes in inventories of finished goods and work in progress
	
	4,624
	1,340

	
	Raw materials and hired services expenses 
	
	(87,032)
	(69,894)

	
	Staff costs 
	3
	(8,516)
	(6,349)

	
	Depreciation and amortisation 
	5,6
	(4,373)
	(2,919)

	
	Provisions for retirement compensation obligations
	14
	
	

	
	Other operating expenses 
	
	(8,836)
	(7,596)

	
	Incl. expenses from depreciation of assets
	
	(1,261)
	

	
	
	
	(104,133)
	(85,418)

	
	
	
	
	

	
	Profit from operations 
	
	5,717
	9,810

	
	
	
	
	

	
	Finance costs – net 
	2
	(1,380)
	1,067

	
	
	
	
	

	
	Profit before income tax 
	
	4,337
	10,877



	
	Income tax expense
	
	109
	(447)

	
	
	
	
	

	
	Profit for the year
	
	4,446
	10,430

	
	
	
	
	

	
	Earnings per share (BGN per share)
	
	
	

	· 
	- basic 
	4
	8.84
	20,74

	· 
	- diluted
	4
	8.84
	20,74

	
	 
	 
	 
	 


	
	Achille Bardelli
	
	Boyko Shoylekov

	
	General Executive Director
	
	CFO

	
	5 November 2008
	
	


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

	
	
	
	2008
	2007

	
	
	
	
	

	
	ASSETS
	
	
	

	
	Non-current assets
	
	
	

	
	Property, plant and equipment
	11
	76,473
	75,171

	
	Intangible assets
	12
	76
	165

	
	Finance lease receivables
	13
	352
	387

	
	Investments in daughter companies
	14
	454
	454

	
	Deferred income tax asset
	22
	54
	94

	
	
	
	77,409
	76,271

	
	Current assets
	
	
	

	
	Inventories 
	15
	24,721
	19,243

	
	Trade and other receivables
	16
	21,558
	12,648

	
	Cash and cash equivalents
	17
	564
	154

	
	Financial assets for trading
	18
	-
	-

	
	
	
	46,843
	32,045

	
	
	
	
	

	
	Total assets
	
	124,252
	108,316

	
	
	
	
	

	
	Shareholders’ equity
	
	
	

	
	Ordinary shares
	25
	503
	503

	
	Legal and other reserves
	
	21,087
	14,323

	
	Reserves on subsequent evaluation of assets and liabilities
	
	48,245
	48,245

	
	Retained earnings/(Accumulated loss)
	
	4,446
	6,764

	
	Total shareholders’ equity
	
	74,281
	69,835

	
	
	
	
	

	
	LIABILITIES
	
	
	

	
	Non-current liabilities
	
	
	

	
	Borrowings
	19
	17,495
	19,023

	
	Financial leasing
	20
	101
	70

	
	Provisions for obligations under plans for pension incomes
	21
	237
	237

	
	Deferred income tax liabilities
	22
	3,553
	3,701

	
	
	
	21,386
	23,031

	
	Current liabilities
	
	
	

	
	Borrowings
	
	6,624
	5,298

	
	Financial leasing
	
	39
	33

	
	Trade and other payables
	23
	21,535
	9,732

	
	Provisions in connection with ZUNK
	24
	387
	387

	
	
	
	28,585
	15,450

	
	
	
	
	

	
	Total liabilities
	
	49,971
	38,481

	
	
	
	
	

	
	Total equity and liabilities
	
	124,252
	108,316


	
	

	
	
	
	
	

	
	Achille bardelli
	
	Boyko Shoylekov

	
	General Executive Director
	
	CFO


5 November 2008

	
	(all amounts in BGN  thousands)
	Note
	Share

capital
	Legal reserves
	Other

reserves
	Reserves on subsequent evaluation 
	Retained earnings/(Loss)


	Total

	
	
	
	
	
	
	
	
	

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

	
	Reserves on evaluation
	
	-
	-
	-
	48,245
	-
	48,245

	
	Profit, added to reserves
	
	-
	-
	8,095
	-
	(8,095)
	-

	
	Net profit
	
	-
	-
	-
	-
	6,764
	6,764

	
	
	
	
	
	
	
	
	

	
	31.12.2007
	
	503
	681
	13,642
	48,245
	6,764
	69,835

	
	
	
	
	
	
	
	
	

	
	1 January 2008 recalculated
	
	503
	681
	13,642
	48,245
	6,764
	69,835

	
	Reserves on evaluation
	
	-
	-
	6,764
	-
	(6,764)
	-

	
	Profit, added to reserves
	
	-
	-
	-
	-
	-
	-

	
	Net profit
	
	-
	-
	-
	-
	4,446
	4,446

	
	30 September 2008
	
	503
	681
	20,406
	48,245
	4,446
	74,281

	
	
	
	
	
	
	
	
	


	
	Achille Bardelli
	
	Boyko Shoylekov

	
	General Executive Director
	
	CFO

	
	
	
	


5 November  2008
	
	(all amounts in BGN thousands)
	Note
	As of 30 September

	
	
	
	2008
	2007

	
	
	
	
	

	
	Cash flows from operating activities
	
	
	

	
	Cash generated from / (used in) operations
	
	2,577
	2,479

	
	Interest paid
	
	(1,222)
	(1,191)

	
	Tax refunded / (paid)
	
	2,265
	4,190

	
	
	
	
	

	
	Net cash from / (used in) operating activities
	
	3,620
	5,478

	
	
	
	
	

	
	Cash flows from investing activities
	
	
	

	
	Purchase of property, plant and equipment
	
	(3,669)
	(5,751)

	
	Proceeds from sale of property, plant and equipment
	
	696
	384

	
	Interest received
	
	-
	(203)

	
	
	
	
	

	
	Net cash used in investing activities
	
	(2,973)
	(5,570)

	
	
	
	
	

	
	Cash flows from financing activities
	
	
	

	
	Proceeds from borrowings
	
	78,977
	92,163

	
	Paid principal under loans
	
	(79,210)
	(96,881)

	
	Payments for purchases of securities
	
	(4)
	(598)

	
	Proceeds from sale of securities
	
	-
	525

	
	
	
	
	

	
	Net cash from/ (used in) financing activities
	
	(237)
	(4,791)

	
	
	
	
	

	
	Net (decrease)/increase in cash and cash equivalents
	
	410
	(4,883)

	
	
	
	
	

	
	Cash and cash equivalents at the beginning of the year
	
	154
	5,274

	
	
	
	
	

	
	Cash and cash equivalents at end of year
	10
	564
	391


	
	Achille Bardelli
	
	Boyko Shoylekov

	
	General Executive Director
	
	CFO

	
	
	
	


5 November 2008
	1
	Segment information (continued)

	
	

	
	At 30 September 2008, 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

	
	
	
	
	2008
	2007

	
	
	
	
	
	

	
	Export market     – sales of production
	
	58,933
	52,238

	
	Domestic market – sales of production
	
	43,308
	34,228

	
	Domestic market – sales of goods for resale
	
	4,842
	5,874

	
	Domestic market – sales of services 
	
	1,471
	1,509

	
	Domestic market – others
	
	1,296
	1,379

	
	
	
	109,850
	95,228

	
	
	
	

	
	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
	
	

	
	
	09.2008
	09.2007

	
	Interest expense:
	
	

	
	- bank borrowings
	(995)
	(756)

	
	- finance leases
	(7)
	(1)

	
	- ZUNK interest
	-
	(507)

	
	Bank fees
	(228)
	(157)

	
	Bank fees – letters of credit
	-
	-

	
	Bank fees – bank guarantees
	-
	-

	
	Interest income
	10
	106

	
	Net foreign exchange gains/(losses)
	(160)
	(111)

	
	Incomes from operations with securities
	-
	382

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

	
	
	(1,380)
	1,067


	5
	Staff costs
	 
	 

	
	
	09.2008
	09.2007

	
	
	
	

	
	Wages and salaries
	(6,931)
	(5,029)

	
	Social security costs
	(1,585)
	(1,320)

	
	Unused paid leave accrual
	-
	-

	
	
	(8,516)
	(6,349)

	
	
	
	

	
	
	
	

	
	The average number of employees in 2008 was 1103 (2007: 939).


	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.

	
	
	
	

	
	
	09.2008
	09.2007

	
	
	
	

	
	Net assets attributable to shareholders (BGN thousands)
	74,281
	69,835

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

	
	Net value of the assets per share (BGN per share)
	147.68
	138.84

	
	
	
	

	
	
	
	

	
	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.

	
	
	
	

	
	
	09.2008
	09.2007

	
	
	
	

	
	Net profit/(loss) attributable to shareholders 

(BGN thousands)
	4,446
	6,764

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

	
	Basic earnings per share (BGN per share)
	8.84
	13.45

	
	
	
	

	
	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
	30,435 
	38,218 
	2,514 
	4,004
	75,171 

	
	Additions
	531
	               2,806
	1,183
	2,718 
	7,238 

	
	Revaluation
	-
	-
	
	
	-

	
	Disposals
	-
	(1)
	(8)
	(1,667)
	(1,676)

	
	Depreciation charge
	(349)
	(3,186)
	(725)
	- 
	(4,260)

	
	
	
	
	
	
	

	
	Net book amount
	30,617 
	37,837 
	2,964
	5,055
	76,473 

	
	
	
	
	
	
	

	
	At 30 September 2008
	
	
	
	
	

	
	Cost
	35,423 
	97,863 
	6,686 
	5,055 
	145,027  

	
	Accumulated depreciation
	(4,806)
	(60,026)
	 (3,722)
	- 
	 (68,554)

	
	Net book amount
	30,617 
	37,837
	2,964
	5,055
	76,473 

	
	
	
	
	
	
	


	6
	Intangible non-current assets

	
	
	
	Total

	
	
	
	

	
	Opening net book amount
	
	164

	
	Additions
	
	26

	
	Amortisation charge 
	
	(114)

	
	
	
	

	
	Net book amount
	
	76

	
	
	
	

	
	At 30 September 2008
	
	

	
	Cost
	
	520

	
	Accumulated amortisation
	
	  (444)

	
	
	
	

	
	Net book amount
	
	76

	
	
	
	


	7
	Finance lease receivables
	
	

	
	
	09.2008
	12.2007

	
	Finance lease –gross investment
	248
	198

	
	Finance income for future periods
	(12)
	(10)

	
	
	236
	188

	
	
	
	

	
	
	09.2008
	12.2007

	
	Effective interest under long term receivables:
	
	

	
	Receivables under lease contracts
	5%
	5%

	
	
	
	

	
	Gross receivables from finance leases:
	09.2008
	12.2007

	
	
	
	

	
	Not later than 1 year 
	121
	208

	
	Later than 1 year and not later than 5 years
	248
	198

	
	Later than 5 years
	-
	-

	
	
	369
	406

	
	
	
	

	
	Future finance income on finance leases
	(18)
	(19)

	
	
	
	

	
	Net investment in finance leases
	351
	387

	
	
	
	

	
	Net investment in finance leases may be analysed as follows:
	09.2008
	12.2007

	
	
	
	

	
	Not later than 1 year 
	115
	198

	
	Later than 1 year and not later than 5 years
	236
	189

	
	Later than 5 years
	-
	-

	
	
	351
	387

	
	
	
	

	
	
	
	


	8
	Inventories
	
	

	
	
	09.2008
	12.2007

	
	
	
	

	
	Raw materials /balance-sheet value/
	9,875
	8,050

	
	Other materials /balance-sheet value/
	610
	847

	
	Finished goods /balance-sheet value/
	7,850
	4,971

	
	Work in progress /balance-sheet value/
	3,349
	2,291

	
	Assets held for resale
	1,011
	1,635

	
	Goods /balance-sheet value/
	2,026
	1,449

	
	
	24,721
	19,243

	
	
	
	

	
	
	
	


	9
	Trade and other receivables

	
	
	09.2008
	12.2007

	
	Current receivables:
	
	

	
	Financial lease – gross investment (Note 7)
	121
	208

	
	Financial income for future periods
	(5)
	(9)

	
	
	116
	199

	
	
	
	

	
	Trade receivables 
	11,543
	8,023

	
	Receivables from related parties (Note 16)
	8,747
	3,701

	
	Provision for impairment of receivables
	(480)
	(28)

	
	Trade receivables – net
	19,810
	11,696

	
	VAT Receivable
	-
	290

	
	Prepayments
	588
	355

	
	Other receivables
	1,160
	307

	
	
	21,558
	12,648


Trade receivables have been depreciated with 50 % / related parties DEKO Casa d.o.o. Serbia and TOV Policolor-Orgachim/ at the amount of 452 thousand BGN.
	10
	Cash and cash equivalents
	
	

	
	
	09.2008
	12.2007

	
	
	
	

	
	Cash at bank and in hand
	564
	154

	
	
	564
	154

	
	
	
	

	
	
	
	


	11
	Trade and other payables
	
	

	
	
	09.2008
	12.2007

	
	
	
	

	
	Trade payables 
	18,415
	7,666

	
	Payables to related parties (Note 16)
	473
	255

	
	Payables under advances received
	490
	214

	
	Tax payables 
	98
	86

	
	Salaries and wages
	814
	1,039

	
	Social security and other taxes
	338
	320

	
	Other payables
	946
	152

	
	
	21,574
	9,732

	
	
	
	


	12
	Borrowings
	
	

	
	
	09.2008
	12.2007

	
	Current
	
	

	
	
	
	

	
	Bank borrowings
	6,585
	5,298

	
	Current part of the non-current ZUNK loan
	-
	-

	
	Current part of the lease liability 
	39
	33

	
	
	6,624
	5,331

	
	
	
	

	
	Non-current
	
	

	
	ZUNK loan 
	0
	0

	
	Non-current part of bank loan
	17,445
	18,964

	
	Finance lease liabilities
	50
	59

	
	
	17,495
	19,023

	
	
	
	

	
	Total borrowings
	24,119
	24,354

	
	
	
	
	
	

	
	
	
	
	096.2008
	12.2007

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

	
	Bank overdrafts
	
	
	5,45%
	4,31%

	
	Bank borrowings
	
	
	5,6%
	5,5%

	
	ZUNK loan
	
	
	
	

	
	Finance lease liabilities
	
	
	7,4%
	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 % (2007: 10 %).

	
	

	
	The change in the deferred income tax is as follows:

	
	
	09.2008
	12.2007

	
	
	
	

	
	At the beginning of the year
	(3,608)
	(492)

	
	Charge/(credit) to income statement, net of effect of changed rates
	109
	 (3,115)

	
	
	
	

	
	At the end of the year
	(3,499)
	(3,608)


	13
	Deferred income tax (continued)

	
	

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


	
	1 January 2007
	(Income)/Cost in Income Statement
	31 December  2007

	Property, plant and equipment
	(1,066)
	(2,635)
	(3,702)

	Tax losses carried forward
	-
	-
	-

	Provisions for retirement obligations
	20
	4
	24

	Social security obligations
	480
	(480)
	-

	Provision
	74
	(4)
	70

	
	(492)
	(3,115)
	(3,608)

	
	
	
	

	
	
	
	

	
	1 January 2008
	(Income)/Cost in Income Statement
	30 September 2008

	Property, plant and equipment
	(3,701)
	149
	(3,553)

	Tax losses carried forward
	-
	-
	-

	Provisions for retirement obligations
	24
	-
	24

	Provision 
	-
	-
	-

	Social security obligations
	70
	(40)
	30

	
	(3,608)
	109
	(3,499)

	
	
	
	


	
	The amounts shown in the balance sheet include the following:

	
	
	09.2008
	12.2007

	
	
	
	

	
	Deferred income tax assets
	54
	94

	
	Deferred income tax liabilities
	(3,553)
	(3,702)

	
	
	(3,499)
	(3,608) 

	
	
	
	

	
	

	
	


	14
	Provisions 
	
	

	
	
	09.2008
	12.2007

	
	At 1 January 
	624
	4995

	
	Addition
	
	41

	
	Charged to income statement:
	-
	(4,412)

	
	
	
	

	
	At 30 September 2008
	624
	624

	
	
	
	

	
	
	2008
	2007

	
	Analysis of provisions:
	
	

	
	Long term provision
	237
	237

	
	Current provision
	387
	387

	
	
	624
	624

	
	
	
	


	
	

	15
	Ordinary shares

	
	
	Number of
	Value 

	
	
	shares
	in 

	
	
	(thousands)
	BGN’000

	
	
	
	

	
	At 31 December 2007
	503
	503

	
	
	
	

	
	At 30 September 2008
	503
	503

	
	
	
	

	
	

	
	The Company’s shares are publicly traded on the Sofia Stock Exchange. The total authorised number of ordinary shares is 502,815 (2007: 502,815) with a par value of BGN 1 (2007: 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
	
	

	
	
	09.2008
	09.2007

	
	
	
	

	
	Sales of services
	879
	429

	
	Sales of finished goods
	27,661
	17,839

	
	Sales of goods for resale
	475
	329

	
	Sales of fixed assets
	54
	616

	
	
	29,069
	19,213

	
	
	
	

	
	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
	
	

	
	
	09.2008
	09.2007

	
	
	
	

	
	Purchases of goods
	5,000
	2,524

	
	Purchases of services
	196
	-

	
	
	5,196
	2,524

	
	
	
	

	
	
	
	

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

	
	
	
	

	
	
	09.2008
	12.2007

	
	Receivables from related parties:
	
	

	
	Policolor SA
	6,502
	2,110

	
	DEKO Georgia
	940
	892

	
	DEKO Serbia
	610
	398

	
	TOV-Policolor-Orgachim, Ucraine
	573
	250

	
	Proconstruct OOD
	121
	51

	
	
	8,746
	3,701

	
	
	
	

	
	Payables to related parties:
	
	

	
	Policolor SA
	429
	253

	
	Proconstruct OOD
	44
	2

	
	
	473
	255

	
	
	
	


	17
	Contingent liabilities

	
	No changes 
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