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INTERIM REPORT ON THE ACTIVITIES OF BILLBOARD AD, Sofia

 DURING THE FIRST QUARTER OF 2015
ON A CONSOLIDATED BASIS PURSUANT TO 

Article 100o, Paragraph 4, Item 2 of LPOS
1. IMPORTANT DEVELOPMENTS FOR BILLBOARD AD AND THE SUBSIDIARIES IN THE ECONOMIC GROUP THAT OCCURRED DURING THE FIRST QUARTER OF 2015 (01.01.2015-31.03.2015) 
On 31.03.2015 BILLBOARD AD filed with FSC and BSE-Sofia AD and presented to the public the 2014 Individual Annual Financial Statements.  
On 20.03.2015 BILLBOARD AD filed with FSC and BSE-Sofia AD and presented to the public the following announcement: BILLBOARD AD entered into an Investment Loan Agreement with the Bulgarian Development Bank AD (BDB) with UIC: 121856059 in the amount of EUR 3 250  000 (three million two hundred and fifty thousand euros), to be used for a partial refinancing of the credit exposure of BILLBOARD AD in EBRD (European Bank for Reconstruction and Development), according to the Loan Agreement dated 20.12.2012, including, but not limited to bank charges for early repayment, as well as for the internal debt structuring between BILLBOARD AD and its subsidiary DEDRAX AD, which is a joint debtor under the Loan agreement. The loan was granted for a period of 120 months / 10 years / as from the date of signing the Loan Agreement with interest on the outstanding loan amount of 3M EURIBOR + allowance equal to the 4.20 points, but not less than 6.20% per year. The collaterals provided to receive the loans include pledge on the commercial enterprise of BILLBOARD AD as an aggregate of rights, obligations and factual relations; pledge on current and future receivables on the accounts of BILLBOARD AD in the "Bulgarian Development Bank" AD (for the loan amount); pledge on the shares from the capital of BILLBOARD AD hold by Stefan Genchev, Kalin Genchev, Vassil Genchev and Veneta Gencheva as well as a pledge on the commercial enterprise of DEDRAX AD with individualized tangible fixed assets under an inventory.
The transaction does not fall in the scope the provisions of Art. 114, para 1 of the Law on Public Offering of Securities, interested parties within the meaning of Art. 114, para. 6 of the Law on Public Offering of Securities are not involved and the provision of Art. 114, para. 9 of the Law on Public Offering of Securities is applicable thereof.
The credit financing from the Bulgarian Development Bank AD and additional funds shall be used by BILLBOARD AD to fully early repay its credit exposure in the EBRD (European Bank for Reconstruction and Development), according to the Loan Agreement dated 20.12.2012.

On 27.02.2015 BILLBOARD AD filed with FSC and BSE-Sofia AD and presented to the public the consolidated financial statements for the fourth quarter of 2014. 

On 30.01.2015 BILLBOARD AD filed with FSC and BSE-Sofia AD and presented to the public the individual financial statements for the fourth quarter of 2014. 

2. IMPORTANT DEVELOPMENTS FOR BILLBOARD AD AND THE SUBSIDIARIES IN THE ECONOMIC GROUP THAT OCCURRED FROM THE BEGINNING OF THE FINANCIAL YEAR TO THE END OF THE FIRST QUARTER OF 2015 
On 31.03.2015 BILLBOARD AD filed with FSC and BSE-Sofia AD and presented to the public the 2014 Individual Annual Financial Statements.  
On 20.03.2015 BILLBOARD AD filed with FSC and BSE-Sofia AD and presented to the public the following announcement: BILLBOARD AD entered into an Investment Loan Agreement with the Bulgarian Development Bank AD (BDB) with UIC: 121856059 in the amount of EUR 3 250  000 (three million two hundred and fifty thousand euros), to be used for a partial refinancing of the credit exposure of BILLBOARD AD in EBRD (European Bank for Reconstruction and Development), according to the Loan Agreement dated 20.12.2012, including, but not limited to bank charges for early repayment, as well as for the internal debt structuring between BILLBOARD AD and its subsidiary DEDRAX AD, which is a joint debtor under the Loan agreement. The loan was granted for a period of 120 months / 10 years / as from the date of signing the Loan Agreement with interest on the outstanding loan amount of 3M EURIBOR + allowance equal to the 4.20 points, but not less than 6.20% per year. The collaterals provided to receive the loans include pledge on the commercial enterprise of BILLBOARD AD as an aggregate of rights, obligations and factual relations; pledge on current and future receivables on the accounts of BILLBOARD AD in the "Bulgarian Development Bank" AD (for the loan amount); pledge on the shares from the capital of BILLBOARD AD hold by Stefan Genchev, Kalin Genchev, Vassil Genchev and Veneta Gencheva as well as a pledge on the commercial enterprise of DEDRAX AD with individualized tangible fixed assets under an inventory.
The transaction does not fall in the scope the provisions of Art. 114, para 1 of the Law on Public Offering of Securities, interested parties within the meaning of Art. 114, para. 6 of the Law on Public Offering of Securities are not involved and the provision of Art. 114, para. 9 of the Law on Public Offering of Securities is applicable thereof.
The credit financing from the Bulgarian Development Bank AD and additional funds shall be used by BILLBOARD AD to fully early repay its credit exposure in the EBRD (European Bank for Reconstruction and Development), according to the Loan Agreement dated 20.12.2012.

On 27.02.2015 BILLBOARD AD filed with FSC and BSE-Sofia AD and presented to the public the consolidated financial statements for the fourth quarter of 2014. 

On 30.01.2015 BILLBOARD AD filed with FSC and BSE-Sofia AD and presented to the public the individual financial statements for the fourth quarter of 2014. 

3. IMPACT OF THE IMPORTANT DEVELOPMENTS FOR BILLBOARD AD AND THE SUBSIDIARIES IN THE ECONOMIC GROUP THAT OCCURRED DURING THE FIRST QUARTER OF 2015 ON THE RESULTS IN THE FINANCIAL STATEMENTS
BILLBOARD AD is a company with the following scope of activity: foreign and domestic trade; specific trade operations; barter and cross transactions; sales under the conditions of letters of credit; export of Bulgarian products to the international market; distribution of great volumes of imported goods; commercial representation; intermediation between local and foreign parties; printing and wide format printing activities; advertising activity; acquisition and incorporation of new companies with a scope of activity – printing, wide format printing activities, advertising activity as well as sale of such companies; acquisition, management, evaluation and sale of share participations in Bulgarian and foreign companies; acquisition, evaluation and sale of patents; transfer of licenses for use of patents to companies where the company participates; financing of companies where the company participates.
BILLBOARD AD and the companies included in the economic group perform activities in the following major spheres: 
· Digital wide format printing;

· Offset printing;
· Construction and maintenance of advertising equipment;
· Information technologies and professional solutions for digital printing;
· Design and construction of integrated management information systems in the field of printing and advertising business;
· Complex solutions in the field of outdoor and interior advertising.
In the field of outdoor advertising BILLBOARD AD develops and offers various types of billboards, mega boards, City Lights, advertising shop windows, awnings, facade advertising with integrated lighting and unlighted facade advertisement banners and packing of buildings.
In the field of indoor advertising BILLBOARD AD develops and offers printing of posters and banners with photo quality, including 3D posters, illuminated advertisements, banners, floor graphics, design and implementation of various backdrops, branding, development of boards and panels, models of objects and people in natural size, advertising on custom interior spaces, expo systems.
In the field of transport advertising BILLBOARD Plc develops and offers a variety of services in the field of branding for different types of vehicles - cars and trucks, airplanes, ships and boats, means of public transportation.

In carrying out its activities in the different fields BILLBOARD AD uses various technologies, such as:

· solvent printing - characterized by high resistance to external conditions and suitable for the production of outdoor advertising with high resistance. BILLBOARD AD has the most modern equipment for digital wide format solvent printing with almost all models of the brand Vutek - a world leader in the field as all of them are the latest generation of 8-color models.Also, the printing base is equipped with a HP Turbojet 8530 machine, which is unique for its kind.

· ink-jet printing – the technologies for digital wide format printing on a water base are of high quality and are used for printing on paper. BILLBOARD AD has the latest models of the brand HP Designjet which manifest extremely high quality, reliability and fast performance. The company participated as a co-organizer in many exhibitions.

· UV printing - the most advanced technology in printing with liquid polymer inks, cured by irradiation with UV light. Instant drying of the inks enables this technology to be used for direct printing on all materials. The printing quality is very high in color mode, which enables displacing the screen printing technologies.
· textile printing – the Dye Sublimation technology is the basis for dyeing in textile industry. With the development of digital technologies, the classic method of printing is being displaced by direct printing with sublimation inks and non-standard sizes and formats.
· 3D printing - the development of digital printing opens up new possibilities for production of 3D models applicable both in the art field and in the field of industrial design, architecture, etc. New technologies facilitate and expedite the process in modeling, which is already been implemented entirely by using computer systems, 3D modeling softwares and make it much more accessible for implementation.
· multimedia screens - development of digital technologies increasingly leads to imposition of multimedia screens as a means of visual communication with consumers in interior environments. Through them, static images are being developed in an interactive multimedia environment which creates a dynamic atmosphere and enhances the effect of advertising.
· In addition to the aforementioned technologies BILLBOARD AD has all the necessary equipment needed for cutting the printed output or finished color and for performing all finishing works such as sewing and gluing, laminating and laminating, routing and milling.
Table № 1
	Indicators
	Description
	Value

	Average price per share as at 31.03.2015 
	
	BGN 0.687  


	Book value per share 
	Shareholders equity / Number of issued shares 
	BGN 1.43 

	Market capitalization of BILLBOARD AD as at 31.03.2015
	Market price * Number of issued shares
	BGN 10 305 000 

	P/BV (Price book value)
	
	BGN 0.48

	P/S (Price sales) 
	
	BGN 1.40 



Pursuant to the unaudited consolidated financial statements of BILLBOARD AD, drawn up according to the IAS forms, as at 31.03.2015 the company reported total net sales revenues in the amount of BGN 7 399 thousands compared to BGN 6 647 thousands registered by 31.03.2014, which represents an increase of the net sales revenues by 11.31 %. As at 31.03.2015 the consolidated production net sales revenues of BILLBOARD AD were in the amount of BGN 6 209 thousands compared to the consolidated production net sales revenues registered by 31.03.2014 in the amount of BGN 5 454  thousands, which represents a growth by 13.84 %.

As at 31.03.2015 the consolidated service net sales revenues of BILLBOARD AD were in the amount of BGN 1 190 thousands compared to the consolidated service net sales revenues registered by 31.03.2014 in the amount of BGN 1 193  thousands, which represents a decrease by 0.25 %.

As at 31.03.2015 BILLBOARD AD reported consolidated profit before taxes in the amount of BGN 18  thousands compared to the profit before taxes registered by 31.03.2014 in the amount of BGN 255  thousands. 

As at 31.03.2015 the earnings before taxes and depreciation and amortization, increased with the financial expenses and decreased with the financial incomes (EBITDA) of BILLBOARD AD on a consolidated basis were in the amount of BGN 924 thousands compared to the EBITDA on a consolidated basis reported by 31.03.2014 in the amount of BGN 1 169 thousands. 

           As at 31.03.2015 the earnings before taxes and depreciation and amortization, increased by the financial expenses and decreased by the financial incomes (EBIT) of BILLBOARD AD on a consolidated basis were in the amount of BGN 386 thousands compared to the EBIT on a consolidated basis reported by 31.03.2014 in the amount of BGN 605 thousands.

As at 31.03.2015 the consolidated net financial result of BILBOARD AD is a profit to the amount of BGN 26 thousands, which includes loss attributable to the parent company in the amount of BGN 20 thousands and the profit of the not controlled holdings in the amount of BGN 46 thousands.
4. DESCRIPTION OF THE PRINCIPAL RISKS AND UNCERTAINTIES WHICH BILLBOARD AD WILL FACE DURING THE FOLLOWING FINANCIAL PERIOD 
SYSTEMATIC RISKS 

OVERALL MACROECONOMIC RISK 
  Pursuant to data of the National Statistical Institute, in January 2015 the producer prices index on the domestic market was lower by 0.9 % compared to the previous month and in comparison with the respective month of the previous year a decrease by 1.9 % was reported. The overall production prices index in January 2015 decreased by 1.2 % compared to the previous month and compared to January 2014 the reported decrease was by 2.9 %. In January 2015 the production index in the Construction sector, calculated based on seasonally adjusted data, was 1.7 % below the level of the previous month. 

The production prices index on the domestic market in February 2015 was 0.7 % over the level from the previous month and in comparison with the respective month of the previous year a decrease by 1.2 % was reported. The overall production prices index in February 2015 grew by 1.4 % compared to the previous month and compared to February 2014 decreased by 1.4 %.
In January 2015 the export of Bulgaria for third countries decreased by 2.5 % compared to the same month of the previous year and amounted to BGN 1.1 billion, and the import decreased by 9.9 % and amounted to BGN 1.5 billion. In January 2015 the total export for third countries and the EU amounted to BGN 3.4 billion and compared to the same month of 2014 the export increased by 8.9 % and the total value of the imported goods was BGN 3.8 billion and decreased by 4.2 %.
For the period January – February 2015 the export of Bulgaria for third countries increased by 0.1 % compared to the same period of the previous year and amounted to BGN 2.4 billion and the import decreased by 0.3 % and amounted to BGN 3.0 billion. For the period January – February 2015 the total export of goods for third countries and the EU amounted to BGN 6.8 billion and compared to the same period of 2014 the export increased by 7.7 % and the total value of imported goods was BGN 7.9 billion and increased by 1.9 %.
In March 2015 the overall business climate indicator increased by 0.9 % compared to the previous month due the improved business climate in industry and the field of services. 
INTEREST RATE RISK 
The interest rate risk is related to possible, contingent adverse changes in the interest rates, set by the financial institutions in the Republic of Bulgaria. 
          On 22 January 2015 was held a session of the European Central Bank where the bank left unchanged the basic repo interest rate at the record law levels of at least 0.05 %, the deposit interest rate - at the level of -0.2 % and the marginal lending rate – at the level of 0.3 %. 


At a session of the European Central Bank as of 05.03.2015, the Management Board of the Bank passed a resolution to leave the base interest rates unchanged. 

The base interest rates set by the Bulgarian National Bank for the first three months of 2015 are as follows: 


Table № 2
	Month
	Base Interest Rate

	January 2015 
	0.01 %

	February 2015 
	0.01 %

	March 2015 
	0.01 %


*Source:BNB
INFLATION RISK 
Inflation risk is the overall increase in prices, where money is devalued and there is likelihood for households and businesses to suffer losses.

Pursuant to data of the National Statistical Institute, the consumer price index for January 2015 compared to December 2014 was 99,6 %, i.e. monthly inflation is minus 0.4 %. 

The consumer price index for February 2015 compared to January 2015 was 100.2 %, i.e. monthly inflation is 0.2 %. 
The consumer price index for March 2015 compared to February 2015 was 100.4 %, i.e. monthly inflation is 0.4 %. 

Inflation in the country for the first three months of 2015 is the following:
Table № 3
	Month
	% of Inflation

	January 2015 
	-0.4 %

	February 2015 
	0.02 %

	March 2015 
	0.04 %


*Source:NSI

POLITICAL RISK 

Political risk is the likelihood of a governmental change or a sudden shift in its policy, occurrence of internal political disturbances and unfavorable changes in the economic legislation, as a result of which the environment where local businesses operate to change adversely and investors - to suffer losses.
Political risks for Bulgaria in the international aspect are associated with the commitments for implementation of significant structural reforms in the country in its capacity of an EU full-right member, enhancing social stability and reducing inefficient expenses. Economic crisis combined with a hidden deficit, for which came out data in April this year, raised concern in the European Union on the quality of statistics Bulgaria presents. The main criticism to the country concerns the transparency of spending public resources and those of the EU funds, fight against corruption, effectiveness and independence of the judicial system.
Political risks in the national aspect are associated with the slow recovery of Bulgaria from the recession, into which the country fell in 2009, when a significant part of foreign investors lost their confidence in the country and Bulgarian business substantially reduced its activity. The trend for a slow recovery and slight economic growth will lead to lower tax revenues and a probability of increased social expenses which will be an obstacle for the implementation of the government plans to reduce the budget deficit and will increase the liabilities of the country which might force Bulgaria into seeking for urgent funding on the foreign markets or into applying for a loan from the International Monetary Fund (IMF).
UNSYSTEMATIC RISKS
SECTOR RISK 
As a result of the impact of the economic crisis the advertising and printing industry in Bulgaria faced serious problems - decreased demand, increased share of lower quality but, at the same time, cheaper printed materials and services, and even outflow of clients. Most sectors of the economy, that suffer the effects of the economic crisis most essentially, reduced their advertising costs, which also had an impact on the activity of a number of graphic and advertising studios and printing houses, respectively.
BILLBOARD AD is dependent mostly on the general trends in the field of printing, marketing and advertising. Since the amount of investments in marketing depends on the amount and allocation in time of the cash flows of the client itself and the overall situation of the sector where the advertiser operates, BILLBOARD AD is directly dependent on the cyclicity of the economy. Slowdown of the Bulgarian economy growth and reducing the cost of advertising and printing, respectively, may have a major negative impact on the company’s revenues and profit.
This risk is somewhat compensated by the extensive production capabilities and know-how that would allow BILLBOARD AD quickly redirect to new demand of products and services in the event of  change in the demands’ structure.
Advantage to the company is also the new and modern technological equipment which give BILLBOARD AD the opportunity to realize production of very high quality. In practice, in this respect, the range of competitors of BILLBOARD AD on the territory of the country that have the technical and technological capacity to produce printed products of such quality, is very limited. Further advantages are the finally entered into service high tech printing line in Varna, which is expected to expand the market presence of BILLBOARD AD and the companies in the group both outside the territory of Bulgaria and on the local market, and the serious increase of the metro advertising volume as a result of the final completion and put into operation of the first diameter of the Sofia Underground.
RISK OF INTRODUCTION OF NEW TECHNOLOGIES 
BILLBOARD AD is in a permanent process of investing in new equipment, which ensures that the production is in line with the technological processes development trends. Practice has shown that more substantial changes in the technologies used in the sector does not occur in less than 5 years as older technologies are not fully replaced by the new ones. This enables gradual integration of new technologies when such technologies appear.

Regarding the risk of introduction of other, already existing, but not applied in Bulgaria, printing technologies, such as rotogravure, it should be noted that in order for such technologies to become cost-effective it is required much larger volumes of the single orders, which determines the different application field of these technologies, and the fact that they are not particularly competitive in the segments where the company operates.
5. INFORMATION ABOUT THE CONCLUDED LARGE TRANSACTIONS WITH RELATED PARTIES DURING THE FIRST QUARTER OF 2015
During the reporting quarter BILLBOARD AD and the companies in the Group have not concluded large transactions with related parties out of the economic group. 
01.06.2015                                                     
   For BILLBOARD AD:………………………..

Sofia                                                                                                           Stefan Genchev 








                   /Executive Director/
