
Translation from Bulgarian 
 

 
INTERIM REPORT 

 
ON THE ACTIVITY OF BULGARTABAC-HOLDING AD 

FOR THE FIRST QUARTER OF 2012 
in accordance with Art. 100о, para. 4, i.2 of Public Offering of Securities Act 

(POSA)  
and Art.33 of Ordinance No 2 

 
 
1. Important events, which have occurred during the first quarter of 2012 and their impact 
on the results reported in the financial statements  

 
At its meeting held on 23 January 2012, the Board of Directors of Bulgartabac-Holding AD 
approved the new organizational and management structure, which had been changed by a 
decision of the same body dated 29 February 2012.  
 

Haskovo Tabac AD (in liquidation) 

The decision of the General Meeting for winding-up the company and starting a liquidation 
procedure was entered by a decision of the Haskovo District Court dated 31 March 2006. On 11 
July 2006 the creditors were invited by a published invitation by liquidators to request their 
receivables within a three- month period as from that date. Encashment of company's property 
was forthcoming for their settlement. With a decision of the General Meeting of Shareholders, 
dated 9 May 2007, the initial financial statements and the balance sheet at the liquidation date 
were approved. Initially the deadline to effect the liquidation was 12 January 2008 and since then, 
it had been extended for a number of times.  
By a decision of the General Meeting of Shareholders of the company, held on 4 January 2012, 
the term for completing the company’s liquidation was extended by 12 (twelve) months as of 11 
January 2012.  

 
Development of the activity in the period from 01 January to 31 March 2012  
 Tobacco buy-up and industrial processing 
During the period from 01 January to 31 March 2012 the following quantities of raw tobacco, 
crop 2011, were purchased on behalf and on expense of Bulgartabac-Holding AD: 

Variety group Basma-  301 tons 

Variety group Kaba Koulak-  71 tons 

Variety group Burley-  624 tons 

Total:     996 tons 

The tobacco buy up was done by Pleven-BT AD in accordance with the purchase contracts 
concluded with Bulgartabac-Holding AD. 
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Tobaccos of this crop were purchased at market prices determined by the companies – tobacco 
processors, which have participated in the market. The raw oriental tobacco was bought-up at the 
highest prices compared with the prices of crop 2010. The biggest growth is reported by the 
variety group Basma, which is a result of the lower production volumes by about 7 thousand tons 
for the country and the intensified competition among the companies. 

During the first quarter of 2012, in accordance with a contract for the service of industrial 
processing of tobacco, 817 tons of finished products of Burley tobacco, crop 2011, were 
manufactured, including: 

• Strips - 624 tons; 

• Stems (large and small) - 177 tons; 

• Fines - 16 tons. 

 
 Trade in tobacco 
Tobacco export  

Bulgartabac Holding AD is a traditional exporter of oriental and large-leaf tobacco in the 
conditions of strong competition and sales its tobacco in the conditions of a liberalised tobacco 
market.  

In the first quarter of 2012, tobaccos were sold under contracts concluded in 2011 and 2012. Lots 
from crops 2008, 2010 and 2011 were included in the export structure during this period. During 
the first quarter of 2012, Bulgartabac Holding AD directed its efforts to offering and binding with 
contracts the quantities of tobacco that are available for subsequent commercial sales. New 
transactions were concluded and contracts with traditional clients of the Holding were renewed. 
The total quantity of own tobacco sold by Bulgartabac-Holding AD through export, intra-
Community supplies and domestic sales during the first quarter of 2012 was 74,311.4 kilograms, 
or BGN 393,421.18.  

The total quantity of tobacco sold by Bulgartabac Group for the period from 01 January to 31 
March 2012 was 270,616.4 kilograms of tobacco amounting to BGN 1,179,433.11.  

Tobacco import 
For the needs of cigarette production and based on the trade representation contracts concluded, 
the Holding mediates in the overall process of purchasing the necessary quantities of imported 
raw tobacco by the subsidiaries. These activities include the selection of tobaccos by regions and 
qualities, negotiations, supplies and coordination of payments to the sellers. For the needs of 
production, Virginia and Burley tobaccos, tobacco stems and reconstituted tobacco are imported. 
The main sources for purchasing high quality large leaf Virginia and Burley tobaccos are the 
countries with the most developed production and international trade – Brazil, Zimbabwe, USA, 
Argentina, and Italy. Tobacco stems are imported mainly from China and reconstituted tobacco 
from France due to the sufficiently good quality characteristics and good trade terms and 
conditions. In the first quarter of 2012, 2,542,400.0 tons of raw tobacco were imported for the 
amount of USD 10,656,604.00 and EUR 2,407,393.00.  
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It may be concluded that in 2012 Bulgartabac-Holding AD will continue to actively implement 
and carry out a flexible trade policy on offering and selling Bulgarian tobacco in international 
markets, as well as its activity on ensuring the continuous supply of imported raw tobacco needed 
for the cigarette production. 
The operating results from the sales of own tobacco (exports, Intra Community Supplies and 
domestic sales to unrelated parties) by Bulgartabac-Holding AD as at 31 March 2012 are 
presented in the tables below: 
 

Sales of own tobacco by Bulgartabac-Holding AD 

31 March 2012  31 March 2011  

74 tons 189 tons 

BGN 393 thousand BGN 990 thousand 

 
 

Fees from trade representation paid to Bulgartabаc Holding AD re:  Exports, Imports, 
Intra Community Supplies & Acquisitions and Domestic Sales to unrelated parties (in 

BGN, VAT excluded) 
31 March 2012  31 March 2011  

BGN 316 thousand  
BGN 450 thousand 

 
 

Fees from trade representation paid to Bulgartabаc Holding AD 
re:  Exports, Imports, Intra Community Supplies & Acquisitions 
and Domestic Sales to unrelated parties (in BGN, VAT excluded) 

 

 

31 March 2012   

Exports, Intra Community Supplies and 
Domestic Sales 

 

Import and Intra Community 
Acquisitions of tobaccos 

 
 

BGN 5 thousand BGN 311 thousand  

 
 
 
 Trade in tobacco products 

Subsidiaries pay fees to Bulgartabac-Holding AD for rights over trademarks (royalties), as well as 
fees for trade representation for export of cigarettes made by Bulgartabac-Holding AD on their 
account.  
 

Royalties for Bulgartabac-Holding AD in relation to rights of 
trademarks 

31 March 2012  31 March 2011  
BGN 6 311 thousand BGN 2 926 thousand 
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Fees for Bulgartabac-Holding AD under contracts for trade 
representation in export of cigarettes 

31 March 2012  31 March 2011  

BGN 3 298 thousand BGN 2 234 thousand 

 

 
Domestic market of tobacco products 
The policy pursued by Bulgartabac-Holding AD during 2012 is entirely consistent with the 
market conditions and is subject to the aim of increasing the volumes sold in the domestic market 
and achieving a growth in the company’s market share. 

For the first quarter of 2012, the company achieved a growth in the volume of sales in the 
domestic market by 0.5% compared with that achieved in the same period of 2011, despite of the 
declining volumes of cigarette trade in the country. 
The usual fluctuations in the separate months have been observed during the reporting period; in 
general, however, we report a trend of regaining the Holding’s market share. 
Since March Bulgartabac-Holding AD has been manufacturing and marketing to the domestic 
market a new brand GD 100’s, positioned in the fastest growing segment in the market.  
During the first quarter of 2012, a distribution contract for the territory of Bulgaria was signed 
with the company Tabac Logistic Group AD, which has a nation-wide coverage.  
The market of tobacco products has remained very dynamic throughout the reporting period and 
depended on a number of objective factors which have a direct impact on the sales of cigarettes in 
the domestic market: 

• Pricing policy and competition 
During the first quarter of 2012 the price war waged by the international companies, which have 
decreased the prices of their varieties by 10 to 20 stotinki, continued.  
New cigarette brands were launched in the market, primarily in the middle price segment. 

• Unregulated trade 
For the period from 01 January to 31 March 2012, the levels of unregulated trade in tobacco 
products remained high. The levels of contraband offering of cigarettes and RYO tobacco of an 
unclear origin and quality remained the same. The sale of cigarettes with foreign excise stamps or 
without excise stamps is nation-wide and covers the entire territory of the country including the 
tiniest settlements. 
According to data of an independent marketing agency, in the beginning of 2012 the excise 
market of tobacco products has shrunk by almost 12% compared to the same period of 2011.   

• The financial and economic crisis 
The trend of decrease in sales of tobacco products with Bulgarian excise stamps applies to ours as 
well as to some of the competitor’s cigarette brands. The significant fall of consumption of 
FMCG is due to the decreased purchasing power of the population, shrinking of households’ 
expenses, the trend among smokers to reduce their smoking or even quit smoking completely.  
Retailers experience some difficulties in ensuring the required working capital due on the one 
hand to the expensive credit resources and on the other hand to the significant decline in 
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turnovers. This reflects on the range of tobacco products offered in the points of sale. Only the 
best selling brands are supplied in limited quantities to the shops with lower levels of turnover. 

• Distribution 
The marketing studies of the reporting period show that the distribution of Bulgartabac-Holding 
AD covers 96% of the points of sale of tobacco products in the country.  
The brands of the Bulgartabac Group have a sustained nation-wide presence and in almost all 
points of sale, regardless of their size and importance.  

 
Export of tobacco products  
The goal of Bulgartabac-Holding AD, based on the objective analysis of the markets and the 
potential of our trademarks, is to achieve in 2012 a volume of 18 466 908 thousand pieces in the 
export markets, or an 18% growth compared with the volumes sold in 2011. 
Thanks to its long-lasting experience and traditions, the products of Bulgartabac Group are well 
known in the markets of the Middle and Far East, Africa, the Balkan countries, and CIS. The 
lasting market presence in these regions enables us to sell products of high quality at prices that 
guarantee constant net revenue which will cover the fixed costs of the companies. 
The good results achieved in past years in the regions of Middle East, Far East and the Balkan 
region directly depend on the proper selection of contractors with well developed distribution 
chains for each one of these regions.  

Under the conditions of constantly increasing competition on the part of multinational companies, 
ever changing factors on macro- and micro-levels, Bulgartabac-Holding AD have to improve its 
competitiveness and to penetrate new markets.  

Upon introducing new products to foreign markets, Bulgartabac-Holding AD have to analyse the 
overall specifics of the market and the intra-company preconditions underlying the company’s 
development.  

The development of an overall marketing strategy to facilitate the introduction of a product will 
minimize the risk level on entering new markets. Factors supporting the success of new products 
are also to be analysed, such as orientation to the ever changing consumer needs, establishing the 
consumer tastes, preferences, and analysis of the consumers’ sensitivity to the prices of products 
offered.  

Throughout all these years, Bulgartabac-Holding AD has turned into a flexible and market-
oriented structure, which manufactures products oriented to the market and takes into account the 
key factors of demand prevailing on the particular market. In connection with the above and with 
the aim to strengthen its positions gained in 2011, expenditure should be planned that will be 
needed for the implementation of the strategies for introduction of new products in old markets 
and of new products in new markets. 

The assortments that are included in the export list of Bulgartabac-Holding AD for 2012 
correspond in full to the wishes, needs and preferences of the customers in each one of these 
regions. A special attention has been paid to the consumer packing of cigarettes – the quality of 
design and print of the pack – corresponding to the consumers’ preferences on the specific 
markets. 
The results achieved during the first quarter of 2012 compared with the same period of previous 
years are as follows: 

1. Volumes sold – in million pieces: 
During the first quarter of 2012, the export of Bulgartabac-Holding AD reached 4 394.62 million 
pieces, while for the first quarter of 2011 it was 3 555.77 million pieces. There is a growth of 
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23.59% in the natural volumes, or 23.80% of the volumes budgeted in the export program of the 
company for 2012. Respectively, in the first quarter of 2012 Blagoevgrad-BT AD manufactured 
and exported 2 190.26 million pieces vs. 1 980.48 million pieces in 2011, or a growth of almost 
10.59%, while Sofia-BT AD manufactured and exported 2 204.36 million pieces in the first 
quarter of 2012 vs. 1 575.60 million pieces in 2011, or a 39.91% growth in volumes sold. 
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Growth in the volumes sold 2008 vs. 2007: 42 % 

Growth in the volumes sold 2009 vs. 2008: 74 % 

Growth in the volumes sold 2010 vs. 2009: 30 % 

Growth in the volumes sold 2011 vs. 2010: 38 % 

Growth in the volumes sold 2012 vs. 2011: 23 % 
 

 
2. Sales revenue from export of cigarettes 

In the first quarter of 2012, sales revenue from export of cigarettes amounted to USD 58 854 800 
and EUR 3 297 868 vs. USD 41 561 463 and EUR 2 248 280 for the first quarter of 2011, or a 
41,61% growth in revenue denominated in USD and a 46,68% growth in revenue denominated in 
EUR. Respectively, sales revenue from export of cigarettes of Blagoevgrad-BT AD in the first 
quarter of 2012 amounted to USD 33 374 000 and EUR 362 842 vs. USD 24 996 000 and EUR 
363 558 in the first quarter of 2011. With regard to Sofia-BT AD, in the first quarter of 2012 sales 
revenue from export of cigarettes amounted to USD 25 480 800 and EUR 2 935 026 vs. USD 
16 565 460 and EUR 1 884 720 in the first quarter of 2011.  
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Considering the above data, it may be concluded that the growth of almost 24% in natural 
volumes has lead to a growth of more than 40% in sales revenue. 
 
                     (USD’000) 

2007 6 906,84 

2008 11 374,47 

2009 17 836,85 

2010 25 551,03 

2011 41 561,46 

2012 58 854,80 
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Growth in USD revenue 2008 vs. 2007 : 65 % 

Growth in USD revenue 2009 vs. 2008 : 57 % 

Growth in USD revenue 2010 vs. 2009 : 43 % 
Growth in USD revenue 2011 vs. 2010 : 63 % 

Growth in USD revenue 2012 vs. 2011 : 42 % 
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       (EUR’000) 

2007 331,53 

2008 16,34 

2009 1 846,17 

2010 4 028,01 

2011 2 248,28 

2012 3 297,87 
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Growth in EUR revenue 2008 vs. 2007 : - 95 % 

Growth in EUR revenue 2009 vs. 2008 : 1120 % 

Growth in EUR revenue 2010 vs. 2009 : 118 % 

Growth in EUR revenue 2011 vs. 2010 : - 44% 

Growth in EUR revenue 2012 vs. 2011 : 47% 

 
Market perspectives: 
During the first quarter of 2012, in pursuance of the goals set in the export program, the 
optimization of the export activity of Bulgartabac-Holding AD continued through: 

 Creation of a database of the major companies - competitors in every region;  
 Creation of a database of the major brands - competitors in every region; 
 Identification of new markets for the company; 
 Identification of the change in consumer demand in each one of the existing markets and 

of the consumer characteristics of the new markets; 
 Constant development and updating (adapting) the portfolio, entirely oriented towards the 

consumer; 
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 Analysis of the consumer sensitivity to quality.  

During the first quarter of 2012 we have achieved the budgeted volumes set, as follows: 
 Volume set for the first quarter of 2012 – 4 252.08 million pieces; performance as of 31 

March 2012 – 4 394.62 million pieces, or 103% of the budgeted volumes; 
 We are in process of concluding contracts and holding negotiations with strategic partners 

operating well-developed distribution networks in countries that are new for the company; 
 We successfully neutralise the domestic competition of our brands offered in one and 

same region; 
 We have strengthened our positions in the new markets for the company in the EU 

Members States, as also in CIS. 
The results achieved so far are based on Bulgartabac-Holding AD’s well-developed export 
portfolio for 2012. 

 Well balanced – covering all possible formats and lengths in cigarette manufacturing – 
HLP (84 mm., 100 mm.), RC 84 mm., Slims 97 mm. (flap-flip top & octagonal), soft pack 
(84 mm.& 100 mm.); 

 Optimal ratio “quality – price”;  
 State-of-the-art design; 
 We have developed cigarettes in the format Nano slim in the middle to high price class for 

export. 
The objective analysis of the markets and the potential of our export brands are the grounds of the 
results achieved during the first quarter and serve as preconditions for achieving the high goals set 
for 2012. 
One of our main goals for 2012 will be to finalise the development and to start the export of the 
new cigarette format – Nano Slip 83mm, which is very popular in the regions of Middle and Far 
East, as well as in the region of Eastern Europe.  

 
 Auxiliary materials and spare parts 

The supply of the required auxiliary materials is centralized and performed by Bulgartabac-
Holding AD for all its subsidiaries – joint-stock companies. 
For the period from 01 January to 31 March 2012, the increasing prices of fuel and electricity, and 
the costs of raw materials and transport, are a factor conditioning the fluctuations of prices of 
auxiliary materials and a significant part of the cost of materials supplied by the Holding. 
The above trends require the following: 
Enlarging the scope of the companies-suppliers so that to ensure the most advantageous prices 
and the conditions of delivery of auxiliary materials;  
Continuing the practice of carrying out production testing at the subsidiaries – joint stock 
companies for approval of the qualities of at least three suppliers for each material as to avoid 
monopolization of supplies by one supplier; 
Ensuring the necessary auxiliary materials and sauces for super slim and new cigarette brands. 
The trend of the last years of limited supply of acetate tow in the global market continued due to 
the higher demand and shortage of raw materials. The levels of the supply prices of acetate tow 
during the first quarter of 2012 have increased by about 7%. With the aim to ensure the 
production, as also the offered preferential prices, part of the required quantity of acetate tow for 
the first quarter of 2012 was ordered and supplied in December 2011. 

In view of the raise of PP resin prices in the global market, it is expected that the prices of PP foil 
will grow in the second half of 2012 by approx. 10% compared with the 2011 levels. 
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During the period under review, a decrease in the supply prices of filer wrapping paper was 
achieved by approx. 3%, and of cigarette and LIP paper by 2-3%, respectively. 

Considering the increased consumption of stiff cardboard for recess filters production and the 
actions undertaken to secure a second supplier, the considerable decrease in prices achieved in the 
end of 2011 was maintained in the period under review as well. 
The prices of aluminium folio, inner frame cardboards, glues, active charcoal, tear tape and 
chemicals remained at the levels of the fourth quarter of 2011. 
With the aim to reduce the costs, the possibilities are researched and the supply of some of the 
auxiliary materials is assigned to Bulgarian transport companies. 
The level of the lower prices of printing materials achieved in the fourth quarter of 2011 is kept.  
  
Fees to Bulgartabac-Holding AD under trade representation contracts (commissions) in 

Intra Community Acquisitions and Imports of auxiliary materials 

31 March 2012  31 March 2011  

BGN 156 thousand BGN 212 thousand 

 
 

 In the area of technological policy, recipes and blends 
During the first quarter of 2012 activities aimed at securing cigarette manufacturing with 
tobaccos, tobacco stems and reconstituted tobacco, implementing technological projects, 
developing cigarettes for the domestic and export markets and updating the technological 
documentation were carried out: 

Provision of tobaccos, tobacco stems and reconstituted tobacco for the production 
1. Expert assessments and analyses of samples of Virginia and Burley tobaccos, origin Italy, crop 
2010, and of Burley tobacco, origin Argentina, KBB class, crop 2010, and of Maryland tobacco, 
USA, crop 2011, were carried out. According to their visual and taste evaluations, and chemical 
indicators, tobacco samples that meet the approved quality were selected to secure the cigarette 
production in 2012. Based on the balance sheet of tobacco needs, specifications of the approved 
qualities and schedules for supply of imported tobaccos were drawn up for the needs of 
Blagoevgrad BT AD and Sofia BT AD.    

2. An assessment of samples of Virginia tobacco stems, origin China, and of Burley tobacco 
stems, origin Guatemala, crop 2011, was carried out. A balance sheet of the required quantities 
and schedule for supply of the approved qualities of tobacco stems for 2012 were drawn up for the 
needs of Blagoevgrad BT AD, Sofia BT AD and Pleven BT AD.  

3. Assessments and analyses of regular samples of reconstituted tobacco, quality AZ6N of “LTR”, 
France, were made. The required quantities were booked with the aim to secure the cigarette 
production in the second quarter of 2012.   

4. Experts of Bulgartabac-Holding AD, Blagoevgrad BT AD and Sofia BT AD carried out an 
expert evaluation of the Bulgarian tobacco Burley, crop 2011, processed by Pleven BT AD, from 
a lot prepared for the needs of cigarette production.  
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Technological projects 

1. Development of a technology for Burley tobacco toasting 

Production tests for Burley tobacco blend toasting with new qualities of sauces were carried out at 
Blagoevgrad BT AD. Analyses and taste evaluations of cigarettes from the current production 
were made with the use of toasted Burley tobacco and a new quality of toasting sauce was 
approved for use in the production. The structure and quality composition of cigarette blends for 
Blagoevgrad BT AD and Sofia BT AD were optimized with the use of toasted Burley tobacco.  

2. The technological documentation for cigarette production at Sofia BT AD was updated and 
approved, including: 

● recipes for preparation of 6 tons of blend using the technology of drying and expansion 
of cut tobacco, already applied in the production, of cigarette brands intended for the domestic 
market and for export; 

● dossiers of assortments of cigarettes by clients and export directions.  

3. Extended production tests were carried out with new qualities of LIP cigarette paper for RIP 
“self extinguishing cigarettes”, provided by companies – suppliers of paper for Bulgartabac-
Holding AD. Physical and chemical analyses and taste evaluations of sample cigarettes, which 
had been produced with the new qualities of LIP paper, were carried out. Based on the results 
obtained, the necessary quantities and qualities of LIP cigarette paper were approved for supply 
during the second quarter of 2012 and allocated to the production of specific cigarette brands to 
be sold in the domestic market.  

4. Production tests for stabilizing the characteristics of the filter rods for “Slims” cigarette blends 
at Blagoevgrad BT AD. 

Tests have been carried out and two lines for production of filter rods Slims 108 mm with acetate 
tow with tow specification 5.0 Y 25 000 and tow specification 5.0 Y 30 000 have been tuned up 
with the assistance of specialists of the company “Rodia”, Germany. The values of the filter rods’ 
quality indicators have been optimized at maximum productivity of filter machines.  

Development of cigarettes 
1. A new variety of the cigarette brand “GD” Blue, 100 mm, a hard pack, had been developed to 
be manufactured by Sofia BT AD for the domestic market. The cigarettes are Virginia blend, rich-
taste cigarettes, with good balance between taste and aroma, primarily directed to smokers of 
stronger cigarettes. The smoke indicators are the following: nicotine of 0.8 mg/cigarette, tar of 8 
mg/cigarette and carbon oxide of 8 mg/cigarette. The cigarettes were launched in March 2012.  

2. Development of cigarettes of the family “Sredets” in varieties Blue and Red, 100 mm, 19 
pieces in a soft pack, with state-of-the-art design of the pack. The cigarettes are American blend, 
with soft and rich taste and strong aroma, to be manufactured by Sofia BT AD for the domestic 
market.   

3. Production tests of a new line for production of Super Slims cigarettes in a new pack – half-
rounded pack – were launched at Blagoevgrad BT AD. Two blends of the type Virginia and 
American blend were prepared; they were developed to be sold in export markets. The smoking 
characteristics have been made compliant with the design of cigarettes – length of 83 mm and 
diameter of 5.4 mm, and the direction of their sale. The smoke indicators of cigarettes for these 
two blends are the following: nicotine of 0.4 mg/cigarette, tar of 4 mg/cigarette and carbon oxide 
of 3 mg/cigarette.       

4. Development of a new variety of the cigarette brand “MM” Special slims, a hard octagonal 
pack, a light version of the assortment for export, with lowered smoke indicators, light draw 
resistance and enjoyable taste and aroma sensations. The cigarettes are manufactured by 
Blagoevgrad BT AD. 
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5. Development of cigarettes for clients 

At requests of clients of Bulgartabac-Holding AD, cigarettes for export of various formats, packs, 
varieties of tobacco blends and cigarette indicators have been developed. White samples of 
cigarettes have been prepared and handed over to clients with the purpose of assessing their 
smoking and taste qualities.     

 

 Quality Management System 
No changes were made in 2012 in the Quality Management System (QMS) of Bulgartabac-
Holding AD certified under ISO 9001. 
In February, the top management of Bulgartabac-Holding AD approved a new organizational 
structure of the Holding. The structural changes are continuing. After their completion, it will be 
necessary to update all formal documents, such as the Quality Manual, operating procedures, 
instructions, etc.  
 
2. Analysis of the financial status and financial result of Bulgartabac Holding AD as of 31 
March 2012г. 

 

Bulgartabac-Holding AD closed the first quarter of 2012 with a positive net financial result of 
BGN 4,019 thousand.  
For the period 01 January - 31 March 2012 revenue of BGN 10,794 thousand has been generated 
as a result of: 

- the higher revenue from royalties by BGN 3,385 thousand compared with that in the first 
quarter of 2011. This favourable trend is due to the higher volumes of tobacco products sold by the two 
cigarette factories in the domestic market and for export, as well as to the higher prices in the original 
currency per a cardbox of cigarettes for export and the higher exchange rate of USD/BGN vs. the same 
period of the previous year: 
Another factor having positive effects on the final financial result is the growth in other income 
by BGN 80 thousand vs. the same period of the previous year. This is due to the higher rental 
income.  
With regard to expenses, the following is observed in comparison with the comparable interim 
reporting period of the previous year: 

- lower costs of personnel by BGN 356 thousand, or by 15,48 %, primarily due to the 
lower costs of social allowances and payments to personnel– by BGN 448 thousand; 

- lower costs of materials by BGN 796 thousand (19,85%) in total, primarily due to the 
lower costs of raw tobacco. In parallel, there is also a decrease in costs of industrial processing of 
tobacco and in the administrative expenses on industrial processing and buy-up of tobacco, which 
affects the external operating expenses. 
The following factors also have an impact on the financial result for the first quarter of 2012: 

- the increase in costs of hired services as a whole by BGN 398 thousand, or by 11,15 % 
(advertising costs have grown by BGN 157 thousand). The above increase is primarily due to the 
active intervention policy aimed at maintaining sustainable market positions and loyal consumers 
of products of Bulgartabac Group under conditions of high competition.  

- the increase in other operating expenses by BGN 39  thousand vs. that as of 31 March 
2011 (primarily business trips by BGN 52 thousand); 

- the increase in impairment of assets by BGN 168 thousand vs. that as of 31 March 2011 
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(write down of other receivables and receivables from related parties);   

- the decrease in investment income by BGN 434 thousand vs. that as of 31 March 2011 
(interest income on deposits).   
 

Cash flows analysis 
Cash of Bulgartabac - Holding АD at 31 March 2012 amounted to BGN 19,180 thousand. For the 
first quarter of 2012, the company generated negative cash flows from all three types of activities 
– operating, investing and financing. As a result, the net decrease in cash and cash equivalents for 
the first quarter of 2012 amounted to BGN 2 193 thousand. If compared with the same period of 
the last year, the net decrease in cash was by BGN 9 960 thousand. 

 

 Analysis of the Statement of Financial Position 
The balance sheet figure of Bulgartabac-Holding AD at 31 March 2012 was BGN 81,501 
thousand. In comparison, it amounted to BGN 77,983 thousand at 31 December 2011. The reason 
for this increase is the growth in current assets by 8%, primarily due to the larger quantities of raw 
tobacco and finished products, respectively. Therefore, the most liquid resources, namely cash 
and cash equivalents, have dropped by about 10%, thus transforming into another type of assets - 
inventories.  
The overall increase of current assets by 8 % is also due to the compensated effect of the increase 
in related party receivables /mainly from Blagoevgrad-BT AD and Sofia-BT AD/ and the 
decrease in trade receivables and other current assets /mainly taxes refundable/.   

During the first quarter of 2012, the equity has increased by 6% compared with that as of 31 
December 2011 due to the higher amount of retained earnings. The change in this indicator shows 
that the Company has satisfied the financial concept of capital maintenance, and therefore, the 
wealth of shareholders has increased.  
At the end of the first quarter of 2012 the current assets of the Company reported a decline by 
13% vs. their levels as of 31 December 2011. There is a decrease also in payables to personnel 
and for social security by 31 % and in trade and other payables by 21 %.  
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Financial ratio analysis 

 

Financial ratios 

Report 

31.03.2012 

Report 

31.03.2011 

Price / Earnings (loss) per share   (P/E) 
67,82 169,91 

Market capitalisation / Sales revenue  (P/S) 
25,25 32,16 

Price / Accounting value  (P/B) 
3,58 2,36 

Return on equity (ROE) 
5,28 % 1,39 % 

Return on assets   (ROA) 
4,93 % 1,31 % 

Earnings (loss) before taxes and interest expense / 
Equity   (ROE using EBIT) 

5,87 % 1,39 % 

Earnings (loss) before taxes and interest expense / 
Assets   (ROA using EBIT) 

5,48 % 1,31 % 

Market capitalisation / Earnings (loss) before 
taxes and interest expense   (P/EBIT) 

61,04 169,91 

Debt-Equity ratio 
0,07 0,06 

Coefficient of liquidity (COL) 
13,56 17,56 

Assets – Turnover 
0,14 0,07 

 

Despite of the decrease in the „Market capitalisation /Sales revenue” ratio, Bulgartabac-Holding 
AD remains financially sound and independent.  
The average-weighted price at which the Company’s shares were traded in the stock exchange at 
31 March 2012 was BGN 37.00 per share, while at 31 March 2011 it was BGN 30.42 per share. 
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3. Major risks and uncertainties faced by Bulgartabac-Holding AD in 2012 
The long-term goals for development of Bulgartabac Holding AD are as follows: 

 maintaining leading market share of at least 35% of the cigarette market in Bulgaria; 
 increasing export volumes – reaching an average export level of more than 80 % of 

the total volume of sales during the budgeted period. 
 

The operating goal is to ensure the company’s financial stability by implementing effective 
measures aimed at cutting down fixed expenses by 5% as compared with those reported in 2011. 
 
Analysis of the conditions in which Bulgartabac-Holding AD will work during the period 2012-
2014 
Political factors  
 Legislative changes concerning the manufacturing, storage and sales of excise goods on 

the territory of the country; 
 Legislative measures for  restriction of tobacco smoking and advertising of cigarettes; 
 Ambition of the Government to apply anti-crisis measures and incentives that should lead 

to positive trade balance of the country already during 2011; 
 Parliamentary elections in 2013. 

 
Economic factors  
 The continuing financial crisis directly affecting and leading to reduced levels of 

purchasing power of the population; high elasticity of cigarette demand vs. their retail 
prices;  

 Highly competitive domestic market environment under the conditions of a „price” war; 
 Considerable share of sales of non-regulated sales of cigarettes on the domestic market; 
 Expected increase in prices of basic raw materials and materials; 
 Increased excise rates of cigarettes and of roll-your-own tobacco from 2013; 
   Positive assumptions for the development of the global economy and coming out of the 

recession; 
 Smooth increase of consumer confidence as well as higher inflow of direct foreign 

investments (2012-2013). 
 
Social factors  

 Worldwide social and health policy of fighting tobacco smoking; 
 Restrictive law on smoking in public places and restaurants; 
 Drop in employment in the country and reduction of the purchasing power of the 

population; 
 The dynamic economic, market and competitive environment will necessitate certain 

measures for optimizing and improving the effectiveness of work flows. 
 
Technological factors 
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 Bulgartabac Group companies have modern technological equipment at their disposal 

which guarantees the manufacturing of high quality competitive products and enables 
them to develop and update their product ranges, in conformity with market trends.  

  
Other risks factors inherent to the company’s activity may be reviewed in the following 
directions: 

Risk factors specific to the Growing and Buying-up of Raw Tobacco Sector 
The liberalization of the raw tobacco market in the country has had the most significant effect on 
the production of Basma tobaccos, crop 2011. There is a decline in the total volume of production 
of about 30% vs. the previous crop, which, if combined with the relatively better quality of crop, 
has lead to higher buy-up prices of raw tobacco. The prices of Burley and Kaba Koulak have 
increased as well and the volumes produced remained the same as the ones reported for the 
previous crop. It may be estimated that the raw tobacco market of these three variety groups will 
continue to be unstable in the short-term and mid-term run, in view of the large number of 
producers. Due to the relatively small number of producers of Virginia tobacco, there is a balance 
between the market demand and market supply in this tobacco type.  

 

Risks in the area of tobacco trade 
Tobacco supply is directed mainly to tobacco dealers operating in the sector, thus, on the one 
hand, allowing the maintenance and activation of export possibilities, and, on the other hand, 
reducing significantly existing trade risks. The risks related to the payment of tobacco sold were 
cut down to the minimum and no tobacco deliveries were made under deferred payment 
conditions to markets and firms at risk. 

 
Risks related to investing in shares of the Company 
Bulgartabac-Holding AD is a public company whose shares are listed for trading at Bulgarian-
Stock-Exchange-Sofia AD. 

 

 

In connection with the amendments of the Operating Rules of Bulgarian Stock Exchange-Sofia 
AD concerning the structure of markets, effective from 01 March 2012, the registered share 
emission of Bulgartabac-Holding AD is allocated to the main market, Standard shares segment, of 
BSE. 

The market value of shares is determined on the basis of demand and supply, and their price 
depends on both the economic and financial results of the company and the information publicly 
announced by the company, and by the common factors that have an impact on the capital market 
in the country. 

The company cannot guarantee that there will not be any fluctuations in prices of its shares. In a 
number of cases, these fluctuations neither relate nor correspond to the operating results of the 
company and, therefore, they cannot be predicted. 

Bulgartabac-Holding AD was included, effective 21 March 2011 in the database of two stock 
exchange indices: BG TOTAL RETURN 30 and BG 40. 

BG TOTAL RETURN 30 is an index based on the price performance of the common shares 
included in the index portfolio. It comprises the biggest and most liquid 30 companies traded in 
BSE-Sofia classified in accordance with a number of criteria, each one having equal weight: 
market capitalization, number of transactions during the last 6 months, turnover during the last 6 
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months, and free-float. 

BG 40 is an index based on the price performance of the issues and comprises 40 issues of 
common shares of the companies with the greatest number of transactions and the highest median 
value of the daily turnover during the last 6 (six) months as the two criteria shall have equal 
weight. 
 
Pursuant to a decision of the Board of Directors of Bulgarian Stock Exchange – Sofia AD dated 
12 March 2012, Bulgartabac-Holding AD was also included, effective 19 March 2012, in the 
database of the stock index: SOFIX with free-float coefficient of 0.1195. 
 
SOFIX is an index based on the market capitalisation of the included emissions of ordinary 
shares, adjusted with the free-float of each of them. The index covers the 15 issues of shares 
complying with the general requirements for selection of constituent issues that have the greatest 
market value of the free-float. 

 

Financial risk management 
In the ordinary course of its business activities, the company is exposed to a variety of financial 
risks the most important of which are market risk (including currency risk, interest rate risk and 
other price risk), credit risk and liquidity risk. The general risk management is focused on the 
difficulties of forecasting the financial markets and minimizing the potential negative effects that 
might affect the financial results and position of the company. The financial risks are currently 
identified, measured and monitored through various control mechanisms introduced in order to 
establish adequate prices for the services, provided by the company, to appropriately assess the 
market circumstances related to its investments and the forms for maintenance of free liquid funds 
through preventing undue concentration of a particular risk. 

Risk management in the company is currently executed by the management and the respective 
structural units, depending on the type and specific features of various risks to which the company 
is exposed in its operations. 

Financial risk management is described in detail in the notes to the interim financial statements 
as of 31 March 2012. 
 
4. Information about large-scope transactions concluded among related parties 
During the first quarter of 2012 Bulgartabac-Holding AD did not have any significant transactions 
with related parties. 
 
On the grounds of Art.100о, para.7 of POSA we hereby inform that the interim financial 
statements as at 31 March 2012 of Bulgartabac-Holding AD have not been certified and audited.  

 
 

 
Angel Dimitrov     Ventsislav Cholakov 
Executive Director  Executive Director 
of Bulgartabac-Holding AD  of Bulgartabac-Holding AD 
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