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Consolidated Interim Report on the activity of “Holding Roads” PLC

First quarter of 2010,

According to article 100o, paragraph 4, point 2 of the Public Offering of Securities Act

І. Information about important events that occurred in the first quarter of 2010 (01.01.2010 - 31.03.2010)

31.03.2010

“Holding Roads” PLC presented Annual financial report for 2009. 
Publication of invitation for the Extraordinary General Assembly of Shareholders of “Holding Roads” PLC 

10.03.2010

“Holding Roads” PLC notified the Financial Supervision Commission, Bulgarian Stock Exchange – Sofia PLC, shareholders and stakeholders that the invitation for summon of extraordinary general assembly of the shareholders appointed for 12th April 2010 was published in the Commercial register. 
“Holding Roads” PLC presented the invitation and materials for summon of the Extraordinary General Assembly of the Shareholders 

10.03.2010

“Holding Roads” PLC presented invitation for summon of extraordinary general assembly of the shareholders appointed for the 12th of April 2010. The invitation and the materials for the extraordinary general assembly of the shareholders are available at the webpage of the company at: http://holding-roads.com/?p=investitors4#2010izv .
04.03.2010

“Holding Roads” PLC presented the consolidated financial report for the fourth quarter of 2009. 

“Holding Roads” PLC welcomes the resolution of the Bulgarian government concerning the appointment of contractor for the construction of Lot 2 of “Trakia” highway

26.02.2010

​“Holding Roads” PLC welcomes the resolution of the Bulgarian government concerning the appointment of contractor for the construction of Lot 2 of “Trakia” highway. It is undisputable that the faster the highway construction develops in the state, the better will be the perspectives for the Bulgarian economy as a whole. No doubt that “Trakia” is amongst the most important and significant road projects whose path passes through the economically most lively regions of the state and connects the capital with the Black sea region. We, the people of “Holding Roads” PLC have always backed up the thesis that the infrastructure construction in Bulgaria requires holding fair public tenders and entering transparent and competitive contracts for the highway construction, in which case the valuation criterion is the economically most beneficial price. We express our hopes and wishes for the suggested price of 137 868 000 BGN including VAT by the appointed Contractor, despite the gap between it and the price offered by the second applicant of more than 100 million BGN to suffice for the timely performance of Lot 2. We believe that without excessive price raising the section will be constructed with the necessary quality, ensuring the acceptance of the site in the end of the 25th month and reliable exploitation.

Branch company of “Holding Roads” PLC entered contract for performance of public tender

26.02.2010

​Association “V&K Sofia 2009” with partner “Road construction technic” EAD – branch company of “Holding Roads” PLC entered with the Ministry of Environment and Water of Bulgaria Contract for performance of site: “Construction of water conduits and sewage collectors upon the Integrated water project for the city of Sofia – Stage 1”: leading water-conduit from the reservoir Dragalevtzi upon Cherni vrah Boul and continuation of Right Slatina Collector; Continuation of Right Perlovski Collector; Continuation of Right Vladaya Collector to “Buckstein” Boul”. The value of the contract is 15,5 million EUR, and the term for performance – 14 months.

Performed mergers

25.02.2010

​With the aim of optimizing the activity of the companies of the structure of “Holding Roads” PLC was performed merger of “Road maintenance – Vratza” EOOD and “Road maintenance – Oryahovo” EOOD in “Patengineering-m” EAD, town of Montana.

Branch company of “Holding Roads” PLC with new contracts for current repair works and winter maintenance

23.02.2010г.

​The branch company of “Holding Roads” PLC – “Burgaspatstroy” PLC entered with “Road Infrastructure” Agency:

- Contract with subject “Appointing Contractor for rendering service in connection with maintenance (preventive, current, winter and repair-restoration works in the case of wrecks) of 215,000 km republican roads managed by “Road Infrastructure” Agency – District road department Burgas (Regional Road Service Burgas) according to article 19, paragraph 1, point 1 of the Roads Law” at the value of  5 989 thousand BGN excluding VAT

and

- Contract with subject “Appointing Contractor for rendering service in connection with maintenance (preventive, current, winter and repair-restoration works in the case of wrecks) of  309,800 km republican roads managed by “Road Infrastructure” Agency – District road department Burgas Regional Road Service Aytos and Regional Road Service Pomorie according to article 19 paragraph 1 point 1 of the Roads Law” at the value of   8 936 thousand BGN excluding VAT.

The contracts are with term of performance of 12 months and they substitute the effective up to now contracts for current repair works and maintenance and winter maintenance of the roads of the republican road network on the territory of Regional Road Service Burgas, Regional Road Service Aytos and Regional Road Service Pomorie entered between “Burgaspatstroy” PLC and Fund “Republican Road Infrastructure” in 2006.

03.02.2010

Holding Roads” PLC presented financial report for the fourth quarter of 2009. 

“Holding Roads” PLC sold its shares of the capital of “Smolyan Patstroy” EAD

28.01.2010

​“Holding Roads” PLC entered deal for the owned by it shares of the capital of “Smolyan patstroy” EAD to company “Patni Stroeji” PLC. The deal amounts to 50 000 (fifty thousand) BGN. The company does not have its own fleet and mechanization. According to prepared expert assessment by external valuators, the fair market value of the shares is under the sale price contracted by “Holding Roads” PLC. The reason for the sale is the lack of development of the road construction market in the area, because of which the company should be funded thoroughly by “Holding Roads” PLC without being able to generate revenues of its own.

“Maintenance and restoration” PLC transferred its shares of the capital of “Patengineering” PLC

14.01.2010

​“Maintenance and restoration” PLC transferred the ownership over its shares of the capital of “Patengineering” PLC, town of Pleven to company “Patishta i magistrali” PLC. 

“Holding Roads” PLC entered agreement with the Ministry of Finance

18.01.2010

On 15.01.2010 “Holding Roads” PLC entered Memorandum of Understanding with the Ministry of Finance according to which the Ministry of Finance undertakes the obligation for the sums due to “Holding Roads” PLC and its companies up to that moment upon entered contracts for design, construction-assembly works, maintenance of roads, winter cleaning and current repair works to be paid up to 31.03.2010 against which “Holding Roads” PLC agrees for the companies of its structure to make discount of 10% of these payments. In the case that the sums are not paid in this term, the Contracting Authorities should pay the full contractual price.

Grounds for entering the agreement is the firm will and desire of both parties to undertake actions for resolving the problems that have occurred as a result of the economic and financial crises and limitation of the negative consequences from the non-paid obligations piling up.

“Holding Roads” PLC with new contract for winter maintenance of roads

15.01.2010

“Holding Roads” PLC entered with “Road Infrastructure” Agency new contract for performance of public tender with subject matter: “Appointing Contractor for rendering service in connection with maintenance (preventive, current, winter and repair-restoration works in the case of wrecks) of 181 568 km republican roads managed by “Road Infrastructure” Agency – District road department Sofia – Regional Road Service Botevgrad, according to article 19, paragraph 1, point 1 of the Roads Law” at the value of  4 441 791 BGN, and the term for performance is 12 months. After entering the contract mentioned above, the kilometers maintained by the companies of the structure of “Holding Roads” PLC for the period of 2009/2010 of the republican road network are 4 557, and the total value of the entered contracts – 146,5 million BGN.

“Maintenance and restoration” PLC transferred its shares of the capital of “Road maintenance – Vratza” EOOD

14.01.2010

​“Maintenance and restoration” PLC transferred the ownership over its shares of the capital of “Road maintenance – Vratza” EOOD to company “Patishta i magistrali” PLC. 

“Maintenance and restoration” PLC transferred its shares of the capital of “Road maintenance – Oryahovo” EOOD

14.01.2010

​“Maintenance and restoration” PLC transferred the ownership over its shares of the capital of “Road maintenance – Oryahovo” EOOD to company “Patishta i magistrali” PLC. 

Press-announcement

07.01.2010

Dear colleagues,

Via this announcement we would like to inform you, that due to the occurred tension in connection with the small number of points for sale of vignettes up to now, in its capacity of socially responsible company “Holding Roads” PLC is of the opinion that it is obliged to terminate the appeal of the performed procedure for the selection of distributor of vignette stickers. We believe that thus will be created the opportunity for initiating the normal distribution of vignette stickers, concerning which we hope that it will facilitate the business and the citizens of the Republic of Bulgaria. We are convinced that this is the right decision, no matter of the legal violations made in our harm, when it comes to performing the procedure and no matter of the fact that the association in which we participate has offered lower price than the selected Contractor.

ІІ. Information about important events that occurred since the beginning of the financial year until the end of the first quarter of 2010 with accruals (01.01.2010 - 31.03.2010)

The information is described in point I

ІІІ. Influence of the important events for “Holding Roads” PLC occurred in the first quarter of 2010 on the results in the consolidated financial report

· The sale of the owned shares of the capital of “Smolyan Patstroy” EAD resulted in decrease of the asset in its co-participations part.

ІV. Description of the basic risks and insecurities facing “Holding Roads” PLC in the rest of the financial year:

Macroeconomic risk

The macroeconomic risk reflects the influence of the economy processes in the country on the business and investment process and more precisely on the investments return. Since the end of 2008 the negative influence on the activity of the business players in the country was due to the economic and financial crisis spreading worldwide. As far as the conjuncture packages via which the state bodies aim at counteracting the global crises, include increasing the size of the investments in infrastructure projects, our expectations are for he situation in the road construction branch to get back to normal step by step. 

Currency risk

The currency risk is connected with the opportunity for the revenues and expenditures of the economic players in the country to be influenced by the changes of the currency exchange rate of the national currency versus the basic currencies at the international market, different than the EUR. 

The company is not exposed to significant currency risk. The greatest part of its deals and financial operations are in Bulgarian leva or EUR.

Inflation risk

The Inflation risk is connected with the possibility for the inflation in the state to influence the real return of the investments in the business sector.

This is the risk for the significant part or the whole income from the activity of the business players to be compensated by the decreased purchase power of the national currency and increase of the total price level in the state.

In 2010 the business players including “Holding Roads” PLC are not exposed to significant inflation risk.

Interest rate risk

For “Holding Roads” PLC this risk is expressed in the possibility of raised interest rates upon the entered contracts for leasing and bank credit. The expectations are for 2010 for the prices of the financial services to get stabilized at the levels achieved in the end of 2009, due to which the interest rate risk for “Holding Roads” PLC is limited.

Business risk

Business risk is connected with the nature of the activity of the company and reflects the features of the branch as a whole, like the fluctuations and insecurity when it comes to performing services and receiving revenues.

“Holding Roads” PLC is facing the general risks concerning all economic subjects occupied in the sector of the infrastructure construction: 

The company is working mainly on the Bulgarian market of the road-construction services, where the orders volume is in direct dependence on the state budget, municipalities budget and the international agreements for funding of projects and the company is not able to influence this volume. 

Sector risk

During the recent years the sector risk increased for all companies in the branch. The non-start of large part of the planned infrastructure projects and the entering of ever more foreign companies on the Bulgarian market for road-construction services as a result of the global economic and financial crises, sharpened the competitive struggle in the sector for infrastructure construction.

Concerning “Holding Roads” PLC expectations are for the company to keep its positions of leading structure in the branch. The advantages of the company in comparison to the competitive companies is the many years experience in the area in which it does its business, the optimal territorial distribution of the manufacturing network, the good resource procurement with modern technological equipment and quality personnel, the comprehensive nature of the performed area of road-construction services.

Price risk

The price risk is directly connected with the sector risk, as far as it concerns all business entities in the infrastructure construction. This is the risk for the increase of the prices of the basic materials, utilized in company’s work. The price of the bitumen and the asphalt mixtures is in direct dependency from the oil prices on the international markets. The volatility of the fuels price which are significant part of the holding expenditures and its increase could lead raising the expenditures for the performance of sites that are already assigned to the holding.

Credit risk 

The credit risk is the risk resulting from non-matching the term structure of assets and liabilities.

The greatest influence on the financial state of “Holding Roads” PLC is executed by the non-rhythmic payment on behalf of Clients.

Together with the traditional problems for the sector in payments, the shortage of funding in the state budget and the freezing of the funds upon the programmes and funds of EU additionally complicated the situation in the road construction branch in the preceding year.

The tendencies mentioned above featured for the sector as a whole result in piling up additional expenditures, demand for additional means for funding the current activity and they are the reason for slowing down the performance of many sites.

Liquidity risk

The liquidity risk is expressed in the opportunity for the company not to receive in the agreed amount or not to receive any financial asset at all, as well as the opportunity to receive financial asset but on a later date than the agreed one.

Particularly for “Holding Roads” PLC the liquidity risk results from the necessity for ensuring credit lines for issuing bank guarantees for participation in tender procedures and the performance of already granted sites, for turnover funding and investment purposes.

Currently the liquidity risk for the company is minimal because “Holding Roads” PLC has agreed credit lines for issuing bank guarantees which are thoroughly sufficient to cover the needs for performing the business of the company in the years to come.

V. Information on entered large deals between connected parties in the first quarter of 2010
Connected parties for the holding structure on consolidated basis are not “Holding Roads” PLC and its subsidiaries, but the companies of the economic group. 

In the reporting period no large deals were entered with connected parties influencing in significant manner the financial state and the activity results.
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