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TESY - SUCCESSFUL BUSINESS

since 1990

WHO WE ARE?

THE BIGGEST “made in EC" manufacturer of Qil filled radiators and

AMONG THE TOP 6 European manufacturers of storage water
heaters.

AMONG TOP 150 companies in Bulgaria.

PRESENT ON THE MARKETS IN 55 COUNTRIES ON 5 CONTINENTS
— Europe, Asia, Africa, Australia and South America.

EXCLUSIVE REPRESENTATIVE of DELONGHI, KENWOOD, FOX,
CLIMAVENETA, AIRWELL for BULGARIA.

TESY Ltd. (Former FICOSOTA) is a Bulgarian 100 % private
company and it's among the largest manufacturer of household
electric heating appliances in Europe and among top six electric
storage water heater manufacturers.

The main business activities of the company is manufacturing of:
Heating appliances (oil-filled radiators, heat machine, gas
heaters, fan heaters, convectors)

Water treatment (electric storage water heaters, instantaneous
water heaters)

Gas boilers for central gas-heating

With tradition going back to 1972 and because of its 480 highly
motivated specialists, TESY is the most dynamically developing
European company in its field — ranking as the largest manufacturer
of oil-filled radiators in Europe nowadays.

TESY provides comfort to consumers in 55 countries on 5
continents: Europe, Asia, Africa, Australia and South America.
We export our GS and CE approved TESY branded and OEM
products to Japan, Germany, Denmark, Spain, France, Italy, Argentine,
Poland, Czech Republic, Turkey, Russia, Taiwan, Kuwait, Morocco,
Libya, New Zealand, etc.

The leading trade mark of the company is “TESY — the COMFORT
generation”. The company also holds the rights over the brand
names “Promotec”, “Concepta” and “Smeda”. We supply some
of the most popular brand holders such as SEB Group under their
brand name ROWENTA and CALOR, ELECTROLUX under their
brand name GIBSON and FRIGIDAIRE, METRO Cash & Carry,
with oil-filled radiators under their brand name ALASKA, HAIER
under the same brand name and the American company KAZ
to supply them with Qil-filled radiators under their brand name
HONEYWELL in Western European countries.

TESY Ltd. is certified and operates in compliance with the
requirements of the ISO 9001/2000 international quality
management standard covering the design, manufacturing
and maintenance of electric household appliances. The
company now is in procedure of acquiring certification according
to ISO 14 000 (concerning the environmental protection).

All TESY products are GS or CE approved by TUV Saarland
German laboratories. TESY successfully passed through JET,
IRAM, UL, TOCT-P and LGA certification procedure and is
eligible to use certification signs on its products.

Our main advantages:

1.Apart from having the most competitive European products
we are happy to support our customers with the best
possible 24 hours service.

2.By guaranteeing short production lead time as well as
prompt and competitive transportation we are able to
supply our customers with all necessary additional quantities
during the same heating season.

3.Creative and efficient R&D Department, ensuring constant
growth and innovation.

the comfort generation \ / l
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HOW WE ACHIEVED IT?

1990 The BEGINNING

1991 Establishing retail chain “ASTRA". Retail chain “ASTRA"
reached national coverage with 22 points of sale in the country.

1993 TESY was chosen to be the exclusive representative for
the products of De'Longhi Group for BULGARIA.

1996 "USTREM"” — SMIADOVO, a factory specialized in manu-
facturing of heating appliances since 1972 year, was acquired.
The brand names TESY were registered. A line for manufacturing
of oil-filled radiators was bought and installed. The activity focus
was shifted from commerce to manufacturing.

1997 The production of electric storage water heaters was
launched.

KEY DATA(EUR)

2000 TESY obtained international Quality Certificate
ISO 9001 /2000 which covers design, manufacturing and
service of electric appliances.

2003 The company introduced the most innovative line in
the world for glass ceramic coating of the water tank. TESY
started manufacturing of gas heaters.

2004 / 2006 TESY is starting the manufacture of new
series oil filled radiators CB , LA and production of the entirely
new product HEAT MACHINE. The company is starting the
manufacture of five new models instantaneous water heaters
and small capacity storage water heaters (10/15L).

2007 TESY is starting manufaturing of gas boilers for central
gas heating, new model water heaters PREMIUM LINE and
panel convectors.

| (‘000 EUR) | 2004 | 2005 | 2006 |
: Net sales revenue 15798 | 21487 28222
i Net sales growth 5 -3.2% 36.0% ! 31.3% !
+ Operating income i 527 1470 1098
: Operating margin 3.3% | 6.8% | 3.9% |
' EBITDA | 874 1574 1921
{EBIT | 668 ! 1231, 952
L EBT ; 171 722 300
 NET INCOME 5 111 556 : 248
Return on equity, % 1.8% 11.2% 2.6%
+ Return on assets, % 5 0.5% 3.1% 1.0%
' Net debt/equity ratio : 2.3 26! 1.6
Average number of employees 303 402 4382

1 EUR = 1,95583 BGN (fixed exchange rate since 1997)
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OUR MISSION AND VISION

OUR MISSION

Being young, open minded, dynamic and focused, TESY
has the mission to create and manufacture better and
affordable products by understanding consumers’ needs
evolution in home comfort, and by respecting the principles
of correctness & partnership for the general welfare and

prosperity. 1

VISION

TESY to be a world leader in the home comfort appliances
iIndustry.
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ORGANIZATION STRUCTURE OF
TESY LTD.

-
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THE DEVELOPMENT STEP BY STEP
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TESY LTD. - COMPANY FROM THE
EUROPEAN UNION

January 1st 2007 Bulgaria became part of the EU. As a full
member of the union, new challenges and opportunities are
revealed. Being part of an enormous market with no borders
and limits, TESY is focused on steady and consecutive
penetration into new markets, undeveloped so far. We already
have traditions and good experience in all the EU countries
(except Luxemburg) and that makes us believe that becoming
part of a global market, TESY will enlarge its market share,
reaching a new stage in its development.

Our products are well known in many other countries around
the world. In addition to our quality products at affordable prices
and best practices, now we are proud to announce that our
products are completely designed, certified and manufactured
in the EU.

BULGARIAN ECONOMIC PERFORMANCE 2006 - THE NEW EC MEMBER

GOP Growth - 2002-2006 (BGN 49,091 bn 2006)

. BE%
% 6%
6%
5.0%
asn

5.0%

40%

0%

0%

Lo% -

2002 2003 2004 2005 2006

Foreign Direct Investmaent (FDI) - 2002-2006 - USD mil.

w000 |
5172
5000 |
2862
w000 3443
3000 |
2097
2000
70
| -
o & - - — - h. ;
2002 2003 2004 2005 2006

9

L

- NATO Member from since 2004, EU member since
01/2007

- Investment credit rating of Bulgaria — Baa3 (Moody's)
- The lowest corporate tax in Europe — 10%

- Budget surplus for the last 3 years — indicator for fiscal
stability

- Significant growth of GDP, exceeding the EU growth
(2,8% in 2006)

- Increasing foreign investments by 34% in 2006
compared to 2005

- Over 50% of FDI in 2006 were “green” investments

Foreign Direct Investments (FDI) by Countries, 1992-2006
19 bil.USD TOTAL
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After the remarkable 2005 the ascending trend has been kept
in 2006 too. With 31,3% growth, TESY reached 55,2 min.
BGN (28,2 miIn.EUR) total revenues — slightly more than the
optimistic forecasts. Our production sales on domestic market
increased by 2,8 min. BGN and on export markets — by 7,9 min.
BGN. The goods for resale registered an increase too — by
0,8 min. BGN.

Our water-heaters are holding the record this year — growing
with the remarkable 48% (from 13,2 to 19,6 min. BGN). The
oil-filled radiator sales are growing by 29% (from 13,0 to 16,8
min. BGN).

The forecast for 2007 is also inspired with hope of expected
growth between 11,7% and 37,1% and reaching total revenues
between 61,6 and 75,6 min. BGN. (depending on the type of
forecast — pessimistic, realistic or optimistic).

After unsatisfactory results in 2004, due to the adverse impact
of Euro appreciation and the pressure on the industrial cost
margin, a serious action plan was built in order to improve the
cost efficiency and profitability. The great and prompt efforts
aimed to cost-reducing, research and development of innovative
products and marketing, have instantly benefited TESY income.
Not everyone of TESY competitors succeeded to get trough,
some of them abandoned, other have transferred their production
sites to China, and now TESY is the largest manufacturer of
oil-filled radiators and among Top 6 in the water heater appliances
producing in Europe.
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2006 - STEADY GROWTH

The division presented the distinction between our own
production revenues (on domestic market and export), revenues
from goods for resale and other revenues (such as revenues
from transportation with own vehicles, rent from our own
property, services, etc.)

The incomes from export of our own production is TESY key
revenue, with 52,5% of the total revenues in 2006 (50,3%
in 2005 and 38,8% in 2004). The forecast predicts between
57% and 64% share of the export for the next year.
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The main activity of TESY is the production of heating and
water heater appliances. Although the company benefits from
other activities, such as import and exclusive distribution on
the Bulgarian market of Delonghi, Jet Air, Kenwood, Climaveneta,
Fox, Ariete, etc., the emphasis and the major incomes are
from our own production.

Both the domestic and export sales of our own production are
rising in 2006. Domestic sales increased by 36% reaching
10,4 mil.BGN, while the exports expands by 37% to 29 mil.
BGN. The correlation between domestic and export sales in
2006 is 26% and 74% correspondingly while in 2005 it was
27% and 73% and in 2004 35% and 65% correspondingly.
Growth is expected both on domestic and export markets
during 2007. The forecasts for the exports are that TESY
should expand the existing market shares in many countries
with the new ranges of water-heaters and oil-filled radiators.
The growth expected on the domestic market is due to planned
expanded marketing campaigns and because of TESY brand
new production site for gas-boilers built in 2006.
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TESY produces wide range of heating and water-heating
appliances, such as oil-filled radiators, gas-heaters, fan-heaters,
convectors, storage (30-150 liters) and small-capacity (10-15 liters)
water-heaters, instantaneous water-heaters, etc.The production
of water-heater appliances started as a secondary activity in
the late 90-ties, but nowadays it became TESY biggest and
most-profitable activity. In 2006 it reached near 50% of all
production sales. In addition, it is expected to approach 62%
in 2007.

:Wal?l Heaters Sales 2006 - Top 10 markets Worldwide (pcs.)

Production sales 2007 o Forecast
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The oil-filled radiator sales are also growing approx. by 3 min.
BGN vyearly, and regardless of its shrunk share in production
sales it is still a very important, reliable and profitable product.

Oil-filled Radiators Sales 2006 - Top 10 markets Worldwide (pes.)
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Water-Heater sales ...in 20 countries (15 in 2005). The
domestic market is the second largest with 24% of the revenues
registered. The largest market in 2006 was the Ukrainian market
with 26% of the revenues, followed by Russia with 17%. Other
11 markets hold 3% of the total revenues from storage water-
heaters.

Oil Filled Radiator sales ...in 31 countries (27 in 2005).
The domestic market holds 11% of the revenues, and it's the
second largest, while Ukraine is again No.1 with its 14%,
followed by Romania, Taiwan, etc. Other 20 countries have
26% of the total revenues worldwide from oil-filled radiators.

Trade marks - TESY & OEM - 2005 [items)

WORLD PRESENCE OF TESY BRANDED PRODUCTS 2005

Estonia Malta Spain
Georgia Moldova Ukraine
Greece Nepal

Albania Indonesia Poland

Argentina Japan Portugal

Bulgaria Jordan Romania

Croatia Kazakhstan Russia

Czech Republic | Lithuania Serbia

Denmark Macedonia South Korea

N J

2006 - STEADY GROWTH

TESY trade mark is already well known in many countries
around the world. The perfect message and significance
incorporated in the trade mark will provide us supremacy over
our competitors.

In 2006 the TESY branded products were delivered to 26 countries
on 3 continents (22 countries in 2005). In spite of the production
under different brand names, the brand “TESY"” has major
share every year (48 % of all sales in 2005 and 42 % in 2006).
Although decreased by 6 % compared to 2005, the net sales
of TESY branded products grew up from 237 thousand to 260
thousand items in 2006.

Developing and investing in our own trade mark has its goal —
TESY to become a synonym of a qualitative and affordable
product, well known worldwide.

Trade marks - TESY & OEM - 2006 {nems)

WORLD PRESENCE OF TESY BRANDED PRODUCTS 2006

Georgia Kosovo Poland Taiwan
Germany Kuwait Portugal Turkey
Albania Greece Lebanon Qatar UAR
Argentina Hong Kong | Libya Romania UK
Austria India Lithuania Russia Ukraine
Croatia Indonesia Macedonia | Saudi Arabia
Czeh Republic | ltaly Malta Serbia
Denmark Japan Moldova Slovakia
Estonia Jordan Montenegro | South Korea
France Kazahstan | Nepal Spain
\ J
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In 2006 “TESY" oil-filled radiators were delivered to 17 countries worldwide (18 countries in 2005). Despite the production of
oil-filled radiators under different brand names like Alaska, Solac, Rowenta, Calor, NEO, Haier, Honeywell, Sang, etc., the brand
"TESY" has a major share every year, reaching 35% of all radiator sales in 2005 and 24% in 2006.

Oil-filled Radiators - TESY & OEM - 2005 Oil-filled Radiators - TESY & OEM - 2006

WORLD PRESENCE OF TESY BRANDED OIL FILLED RADIATORS 2005 - 2006

Greece Moldova South Korea
Japan Poland Spain
Jordan Portugal Ukraine
Bulgaria Kazakhstan Romania
Croatia Lithuania Serbia and
Georgia Macedonia Montenegro
- J

In 2006 "TESY" water heaters were delivered to 19 countries on 3 continents (16 countries in 2005). The total share of TESY
trade mark decreased a bit from 65% in 2005 to 58% from all water-heaters sold, but still company’s main brand holds the majority
of sales.

Water Heaters - TESY & OEM - 2005 Water Heaters - TESY & OEM - 2006

WORLD PRESENCE OF TESY BRANDED WATER HEATERS 2005 - 2006

Croatia Macedonia Russia
Czech Republic Malta Serbia and Montenegro
Denmark Moldova Spain
Albania Estonia Nepal Ukraine
Argentina Georgia Portugal
Bulgaria Indonesia Romania
A /
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TESY main activity is producing heating and water-heating
appliances. This activity brought 71% of the company’s revenues
in 2006 (68% in 2005 and 60% in 2004), with expected share
next year between (80%-84%).

Production Sales 2004 - Top 10 markets Worldwide (scn)

Bulgiria

B.0% Russia

75.7%

Production Sales 2005 - Top 10 markets Worldwide (sax)

Bulgania Rusiia

Production Sales 2006 - Top 10 markets Worldwide (asn)
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1.0% Taswan Albaria 49%
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2006 - STEADY GROWTH

Markets

Unalterably the domestic market is the biggest one with 26 %
of the TESY revenues from our own production in 2006 ( 26,5%
in 2005 and 35% in 2004). Despite the significant raise of net
revenues the share of Bulgarian market is constantly decreasing
by reason of the considerable growth of export sales for the
last 3 years.

Ukraine is now the second largest market with its 18 % of the
revenues in 2006 (13,8 % in 2005 and 7,4 % in 2004) and also
the most rapidly growing market.

Russian market is now the third largest for TESY with its 8,2 %
of the revenues in 2006 (18,4 % in 2005 and 25,7 % in 2004).
Due to some restrictions and regulations in Russia, our export
was vastly hindered. That's why TESY decided to retain its
sales there at a constant level, waiting for the opportunity of
new expansion on the market at earliest convenience.

The “other” markets (41 countries in 2006) hold an ever
increasing share of the company’s revenues, reaching 22,4 %
in 2006 (15,2 % in 2005 and 8,1 % in 2004) due to expansion
in the existing markets and penetration in many new countries.

Market shares

TESY products reached satisfactory market shares in many
countries in 2006. On the biggest market for TESY — the
domestic one — we hold:

- 82 % of oil-filled radiator sales

- 25 % of storage water-heater sales

- 28% of instantaneous water-heater sales
- b6% of fan heater sales

- 25% of gas heater sales

- 48% of convector sales

On the second largest market — the Ukrainian — 9 % of radiator
and 17 % of water heater sales. In Russia — 12% of radiator
and 7 % of water-heater sales. In Romania — 28 % of all
oil-filled radiators and 12 % of the water-heaters sold. In
Macedonia — 45 % of radiator sales. In Serbia — 37 % of the
sales of radiators. In Denmark — 35 % of all water-heaters
sold were produced by TESY.
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TESY Itd. is an exclusive representative of De’Longhi, Kenwood,
Jet air, Climaveneta, Airwell, Ariete, etc. for Bulgaria. The
revenues from these goods for resale equals to 10,2 min.
BGN for year 2006 (9,5 min. BGN in 2005 and 8,4 min. BGN
in 2004). 18,5 % of all revenues in 2006 were from goods for
resale (22,5 % in 2005 and 27,3 % in 2004). The share of
these incomes for the company is decreasing due to increasing
sales of our own production.

Goods sales 2004 pan)

The forecast for 2007 shows growth by 4 % of the incomes
and share in total revenues between 14 % and 17 %. The
most profitable group of goods is De'Longhi with over 60 %
share of all revenues from goods for resale.

Goods sales 2006 (sen)

' Defonghi
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" Other

Goods sales 2005 jsen)

™ Delanghi
- Cerwood
et ir

mOher

Goods sales 2007 (sew) - Forecast
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HUMAN RESOURCES

During 2006 TESY Ltd. kept the process of long-term investment
in its Human resources. The average number of employees
increased by 80 people. Key specialists and talented youths
joined our successful team in the fields of management,
research, quality, productivity, accounting, marketing, etc.

Training is an important element in enabling units to continuously
improve their performance. Nearly all employees have taken
part in the training programs for additional qualification in their
relevant field. A large number of practical trainings were
conducted concerning the forthcoming Bulgarian membership
to the European Union.

A 1

ge number of

Simultaneously the labor cost per capita has increased more
than twice since 2003 as a result of the implementation of new
technologies, quality improvement and constant enroliment of
brains and talent as an investment in human capital. Despite
the combination of both personnel rising and remuneration
increasing, the productivity ratio (net sales revenue per employee)
stays above the level of 100,000 BGN, increasing by about
10,000 BGN per capita in 2006.
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NEW PRODUCTS FOR 2007

WATER HEATER
PREMIUM LINE
MECHANICAL CONTROL

Adjustable thermostat with temperature setting option: ANTIFREEZE protection, SUMMER
mode, WINTER mode, ANTIBACTERIAL mode.

TESY Premium Line water heaters are equipped with Anode tester which is helpful device
showing the real condition of the Anode protector and the necessity of replacement. Anode
protector protect the water heater tank from electrochemical corrosion.

Highly efficient thermo-insulation from high density CFC-free polyurethane with thickness
32 mm. guarantees minimum heat losses and energy saving operation.

— 32 mm

WATER HEATER
PREMIUM LINE
ELECTRONIC CONTROL

TESY Premium Line water heaters are equipped with Precise electronic control system
with following functions: Accurate electronic thermostat; Precise settings of the
maximum temperature / accuracy = 1 degree/; Digital thermometer; Switch On / Off;
Self-Diagnostic System

TESY Premium Line water heaters are equipped with Anode tester which is helpful device
showing the real condition of the Anode protector and the necessity of replacement. Anode
protector protect the water heater tank from electrochemical corrosion.

Highly efficient thermo-insulation from high density CFC-free polyurethane with thickness
32 mm. guarantees minimum heat losses and energy saving operation.

PANEL CONVECTOR
Control panel: Switch On/Off and adjustable

thermostat ensures the convenient use of the
convector and creates comfort at home.

Quick and comfort heating: The TESY convectors
are designed to improve the circulation of warm
air in the room through high velocity of heat
distribution. The special aluminum heating
element of the device prevents room air from
drying and produce heating comfort.

Slim Line Design: All models of TESY convectors
are wall-mounted. Their extremely slim design
allow you to save enough room space. They
are aesthetic and have a special function for
easy-cleaning.

(TESY Ltd. Annual Report 2006




WATER HEATER
BASE LINE

the anode and the heating element can be easily replaced.

Self-diagnostic system

GAS COMBI BOILERS
MAIN CHARACTERISTICS TESY
ZLJKE Q Automatic by-pass TES\I-

@ IP 24

Scale-protection system

((((L))) Option for using an external probe

Built-in programmer
=0

controlled by electronic board

Adjustable DHW (domestic hot water)
temperature between 35 — 60°C

Continuous electronic modulation of
the flame in HEATING and DHW mode

Regulation of the minimum and
maximum of the admissible
value of the useful output

Anti-block function of the circulation
pump. Integrated air purging device.

Two heating temperature possible
ranges: 30-80 and 20-45°C
/suitable for floor heating system/

Anti-frost safety system

System for efficient
maintenance of small circles

Option for switching of a remote control
or room programmer/thermostat

Option for choosing winter or
summer working mode

Easy and quick installation

Reliable appliance according to the
European safety standards

54
©
®
o

30 °c

Adjustable HEATING temperature
between 30 — 80°C

9909 CE9Q

1. WALL-HUNG GAS BOILER

2. RADIATOR HEATING SYSTEM
3. BUILD-IN FAN COIL FOR CEILING INSTALLATION,

0 FAN COIL WITH CABINET FOR FLOOR INSTALLATION
4. UNDERFLOOR HEATING

5. PROGRAMMABLE ROOM THERMOSTAT

5 DOMESTIC HOT WATER
6. SINK, SHOWER

ADJUSTABLE THERMOSTAT

Moisture proof switch: TESY water heaters are equipped with a moisture-proof
switch and a reliable electric system guaranteed by European safety certificates.

Flange: Flange allowing free access to the electric group of the water heater so that
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KEY ACCOUNTS EXPORT

METRu LSince 2002 TESY became exclusive supplier of oil-filled radiators
for MGB under the brand name ALASKA for whole Europe
METRO Group
GHROUFE
l‘ calor In 2004 TESY become supplier of oil -filled radiators for
SEB Group under the brand names ROWENTA and CALOR

RoweNnTa

‘

Miknrlq ality pr dctsfa aver 75 year:

Honeywell
ZAss Since 2005 TESY became supplier of oil -filled radiators for
Former Turkish manufacturer ZASS

E] ElECtr()lux In 2004 TESY become supplier of oil-filled radiators for

In 2006 TESY become supplier of oil-filled radiators for
KAZ under the brand name Honeywell

igidaine| R ELECTROLUX under the brand name PHILCO. In 2005 under

Kehdnator

- Brand names Gibson and Frigidaire
PHILCO
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RISK FACTORS & RISK MANAGEMENT

TESY is exposed to foreign exchange risks.
TESY operates in approximately 50 countries around the world
and as a result is subject to the risks associated with cross-
border transactions. In particular, TESY is exposed to foreign
currency exchange rate risks and risks relating to delayed
payments by customers in certain countries. The major currency
risk that TESY is exposed to is the U.S. dollar, that's why our
efforts were directed to reduce U.S.Dollar transactions and
increase the share of Euro transactions with our partners from
Asia, Russia, Near East, etc. In addition, TESY holds assets
and liabilities to manage the liquidity and cash needs of its
day-to-day operations.

TESY operating results might be affected

by seasonality.

Demand of certain of TESY products is affected by seasonality
and factors that are hard to predict such as the weather forecast.
For example, market demand of oil-filled radiators, convectors
and fan-heaters is generally lower during the summer season.
As aresult, TESY experiences most of its sales volume and
profitability during the last six months of the year. TESY expects
that seasonality to be strongly and irreversibly softened by the
water-heater sales, which are not so affected by seasonality.

TESY markets are highly competitive and

subject to price pressure.

The markets of TESY products are highly competitive and
there is considerable pressure to reduce prices, especially
when faced with an economic downturn and possible reductions
in consumer demand. TESY faces strong competitors, who
may prove to have greater resources in a given business area,
especially competitors from Asia. In response to an increasingly
competitive environment, TESY and other manufacturers may
be forced to increase efficiency by further reducing costs along
the value chain, including their suppliers.

TESY is subject to some risks related to

changes in commodity prices.

TESY is subject to some risks related to changes in commodity
prices as the ability to recover increased cost through higher
pricing may be limited by the competitive environment in
which TESY operates. The recent development in many
commodity markets has resulted in higher prices, particularly
of oil, steel and plastics. This has had a bit adverse affect on
the operating results in 2006 and is expected to influence the
company's operating result in 2007. Therefore, of course, it
might be considered that all our competitors are exposed to
the same risks of increasing in commodity prices.

TESY future success depends on its ability
to develop new and innovative products

“...If somebody tells You You should innovate,
it seems he tells You You should breath...”
Sergio Zyman

Product innovation and development are crucial factors in
increasing market share in all of TESY product lines. To meet
the customers’ needs in these business areas TESY must
continuously design new and update existing products and
services and invest in and develop new technologies. Product
development is also driven by criteria for better environmental
performance and lower cost of use. In 2006 TESY invested
more than 1,5 million EUR in research and development of
new products and technologies.

Compliance with EC directives regulating
environmental impacts associated with
electrical and electronic equipment may

be costly.

The EC has adopted two directives specifically regulating
environmental impacts associated with electrical and electronic
equipment and compliance with these directives is being
phased in. The Waste Electrical and Electronic Equipment, or
WEEE, directive imposes responsibility on manufacturers and
importers of electrical and electronic equipment at the price of
recycling, treatment and disposal of such equipment after its
useful life. Compliance with the WEEE directive has certain
adverse effect on TESY income, financial position and cash
flow. The “Directive on the Restriction of the Use of Certain
Hazardous Substances in Electrical and Electronic Equipment”,
known as the RoHS directive, bans placement in the EC market
of electrical or electronic equipment containing lead, mercury,
cadmium, hexavalent chromium and two groups of brominated
flame retardants from July 1, 2006, with a number of exceptions.
Some of TESY electrical equipment were modified to some
extent to fulfil the RoHS directive, as TESY commonly uses
some of the prohibited substances at present. These two
directives have negative effect on the company's cash flow
and profit in the short run, but they will bring great priority over
the main competitors from China in the long run, as an evidence
of quality and high standards.

EC association of Bulgaria on 01.01.2007.

As a member of the European Union since January 1st 2007
a huge number of laws and rules alterations have been
implemented. The experience of the previous expansions of
the EC evidenced that all the new members had had serious
problems for several months after the joining date. TESY is
aware of most of the possible problems which may occur in
the beginning of 2007. For the employees to be introduced
to the new principles of accounting, VAT, purchases, sales,
etc. they had a lot of trainings. Having become part of the
EC is a great challenge but the benefits for TESY from the
global European market will be revealed in the long run.

TESY Ltd. Annual Report 2006




BALANCED SCORECARD

In 2007 TESY is going to bring into use a modern strategic planning system known as BALANCED SCORECARD. Such a

contemporary and innovative approach will give us a powerful tool of measurement and management for our business processes

and pursue TESY Mission, Vision and long-run strategy.

OBJECTIVES
MEASURES
TARGETS
INITIATIVES

To succeed financially,
how should we appear
to our shareholders?

ki

VISION AND
STRATEGY

To achieve our vision,
how should we appear
to our customers?

b

o statisfy

our shareholders, what

usiness processes

must we excel at?

————
OBJECTIVES
MEASURES
TARGETS

AND
GROWTH

To achieve our vision,
how will we sustain our
ability ot change and

improve?

INITIATIVES

OBJECTIVES
MEASURES
TARGETS

INITIATIVES

OBJECTIVES
MEASURES
TARGETS
INITIATIVES
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What is the Balanced Scorecard?

A new approach to strategic management was developed in
the early 1990's by Drs. Robert Kaplan (Harvard Business School)
and David Norton. Recognizing some of the weaknesses and
vagueness of previous management approaches, the balanced
scorecard approach provides a clear prescription as to what
companies should measure in order to ‘balance’ the financial
perspective.

The balanced scorecard is a management system (not only a
measurement system) that enables organizations to clarify
their vision and strategy and translate them into action. It
provides feedback around both the internal business processes
and external outcomes in order to continuously improve
strategic performance and results. When fully deployed, the
balanced scorecard transforms strategic planning from an
academic exercise into the nerve center of an enterprise.

Kaplan and Norton describe the innovation of the balanced
scorecard as follows:

"The balanced scorecard retains traditional financial measures.
But financial measures tell the story of past events, an adequate
story for industrial age companies for which investments in
long-term capabilities and customer relationships were not

critical for success. These financial measures are inadequate,
however, for guiding and evaluating the journey that information
age companies must make to create future value through
investment in customers, suppliers, employees, processes,
technology, and innovation."

The balanced scorecard suggests that we view the organization
from four perspectives, and to develop metrics, collect data
and analyze it relative to each of these perspectives:

- The Learning and Growth Perspective

This perspective includes employee training and corporate
cultural attitudes related to both individual and corporate
self-improvement. In a knowledge-worker organization,
people - the only repository of knowledge -- are the main
resource. In the current climate of rapid technological change,
it is becoming necessary for knowledge workers to be in a
continuous learning mode. There is a decline in training of
existing employees. This is a leading indicator of 'brain drain’
that must be reversed. Metrics can be put into place to guide
managers in focusing training funds /EU funds/ where they
can help the most. In any case, learning and growth constitute
the essential foundation for success of any knowledge-worker
organization.

- The Business Process Perspective

This perspective refers to internal business processes. Metrics
based on this perspective allow the managers to know how
well their business is running, and whether its products and
services conform to customer requirements (the mission).
In addition to the strategic management process, two kinds
of business processes may be identified: a) mission-oriented
processes, and b) support processes.

- The Customer Perspective

Recent management philosophy has shown an increasing
realization of the importance of customer focus and customer
satisfaction in any business. These are leading indicators: if
customers are not satisfied, they will eventually find other
suppliers that will meet their needs. Poor performance from
this perspective is thus a leading indicator of future decline,
even though the current financial picture may look good.
In developing metrics for satisfaction, customers should be
analyzed in terms of kinds of customers and the kinds of
processes for which we are providing a product or service to
those customer groups.

- The Financial Perspective

Timely and accurate funding data will always be a priority, and
managers will do whatever necessary to provide it. In fact,
often there is more than enough handling and processing of
financial data. With the implementation of a corporate database,
it is hoped that more of the processing can be centralized and
automated. But the point is that the current emphasis on
financials leads to the "unbalanced" situation with regard to
other perspectives.

There is perhaps a need to include additional financial-related
data, such as risk assessment and cost-benefit data, in this
category.

(TESY Ltd. Annual Report 2006 |




Tesy OOD (former Ficosota OOD)
Non-consolidated financial statements
For the year ended 31 December 2006



Income Statement

For the year ended 31 December 2006

Note.
In thousands of BGN
Revenue 1
Other operating income
Increase/(decrease) of inventories of finished goods and work in progress
Capitalised expenses
Carrying amount of assets sold 7
Expenses for materials 3
Hired services 4
Depreciation and amortisation 10,11
Personnel expenses 5
Other operating expenses 6
Profit from operations
Finance income 8
Finance cost 8
Profit before tax
Income tax expense 9

Profit after tax

2006 2005

49,017 38,076
5215 3,515
2,832 1,292
6 16
(8,236) (7,946)
(30,418)  (21,516)
(9,080) (5,472)
(1,895) (671)
(4,605) (3,539)
(712) (818)
2,124 2,937
121 21
(1,706) (1,482)
539 1,476
(101) (326)
438 1,150

The income statement is to be read in conjunction with the notes to and forming part of the non-consolidated financial

statements set out on pages 6 to 33.

The financial statements were approved by the Management of the Company on 8 June 2007.

Chief Accountant: Manager:

Steve Nutley Dobrina Kaloyanova
Partner Registered Auditor
KPMG Bulgaria OOD

3 Sofia Str.

9000 Varna

Statement of changes in equity



For the year ended 31 December 2006

In thousands of BGN

Balance at 1 January 2005

Total recognised profits and losses
(audited financial statements)
Revaluation reserve written-off
Decrease of the deferred tax liability
Balance at 31 December 2005

Balance at 1 January 2006 (audited
financial statements)

Adjustment of the profit for 2005
Writing off of a VAT receivable
Balance at 1 January 2006 (restated)
Total recognised profits and losses
Revaluation reserve written-off
Revaluation of lands and buildings
Change in the deferred tax liability
Demerger

Other changes

Balance at 31 December 2006

The statement of changes in equity is to be read in conjunction with the notes to and forming part of the non-

Share  Additional

capital reserves

3,685 1,424

Revaluation
reserve

2,739

(12)
45

Retained earnings

1,536
1,185

12

2,772

2,772

(1,424)

2,772

(15)
10,492
(828)
(557)

15

(367)
(27)

11,864

2351

consolidated financial statements set out on pages 6 to 33.

The financial statements were approved by the Management of the Company on 8 June 2007.

Chief Acountant:

Steve Nutley
Partner

KPMG Bulgaria OOD
3 Sofia Str.
9000 Varna

Manager:

Dobrina Kaloyanova

Registered Auditor




Balance sheet

As at 31 December 2006

In thousands of BGN Note 2006 2005
Assets
Property, plant and equipment 10 23,138 11,070
Intangible assets 11 62 54
Investment property 12 307 2,457
Investments 13 1,061 550
Other non-current assets 23 - 151
Total non-current assets 24,568 14,282
Inventories 15 13,005 8,749
Trade and other receivables 16 11,350 13,363
Cash and cash equivalents 17 667 1,323
Total current assets 25,022 23,435
Total assets 49,590 37,717
Equity
Issued capital 18 3,685 3,685
Reserves 12,913 4,196
Retained earnings 2,351 2,292
Total equity 18,949 10,173
Liabilities
Interest-bearing loans and borrowings and finance lease 19 9,974 9,173
Deferred tax liabilities 14 499 778
Total non-current liabilities 10,473 9,951
Interest-bearing loans and borrowings and finance lease 19 10,542 9,503
Trade and other liabilities 20 9,626 8,090
Total current liabilities 20,168 17,593
Total liabilities 30,641 27,544
Total equity and liabilities 49,590 37,717

The balance sheet is to be read in conjunction with the notes to and forming part of the non-consolidated financial
statements set out on pages 6 to 33.

The financial statements were approved by the Management of the Company on 8 June 2007.

Chief Accountant: Manager:

Steve Nutley

Partner Dobrina Kaloyanova
Registered Auditor

KPMG Bulgaria OOD

3 Sofia Str.

9000 Varna



Statement of cash flows

For the year ended 31 December 2006
In thousands of BGN

Operating activities

Cash receipts from customers

Cash paid to suppliers

Net cash flow from salaries and wages of personnel
Proceeds/(payments) of taxes on the profit
Customs liabilities paid

Other proceeds from operating activities

Other payments for operating activities

Cash flows from operating activities

Investing activities

Proceeds from sale of property, plant and equipment
Repayment of loans granted

Interest income

Investments in subsidiaries

Acquisition of property, plant and equipment

Cash flows from investing activities

Financing activities

Loans received

Loans repaid

Finance lease payments

Interest paid

Other

Cash flows from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash flows from foreign currency exchange rate gains and losses

Cash and cash equivalents at 31 December

Note. 2006 2005
57,497 43,705
(47,844)  (36,738)
(4,232) (3,096)

(246) (42)
(6,800) (4,972)
6,504 2,570
(2,598) (317)
2,281 1,110
528 -
497 -

2 -
(127) -
(3,565) (2,616)
(2,665) (2,616)
15,720 33,104
(14,400)  (29,778)
(44) (149)
(1,247) (938)
(229) (186)
(200) 2,053
(584) 547
1,323 894
(72) (118)
17 667 1,323

The statement of cash flows is to be read in conjunction with the notes to and forming part of the non-consolidated financial

statements set out on pages 6 to 33.

The financial statements were approved by the Management of the Company on 8 June 2007.

Chief Accountant:

Steve Nutley
Partner

KPMG Bulgaria OOD
3 Sofia Str.
9000 Varna

Dobrina Kaloyanova
Registered Auditor



Key financials
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B O ErA TN AL R e O oo I *QOperational period — the whole cycle from the acquisition
— of the raw materials, the production of goods, their sale and
receiving the payments from the clients. In the last years the
operational period was significantly shortened. From 192
days average in 2004, 151 days in 2005 to 135 days average
in 2006. This index improvement is due to efforts focused
on decreasing the inventory period (the period between the
acquisition of the raw materials and the sale of produced goods)
by about 44 days average since 2004.
*Cash period — the period between the payment to suppliers
and the payment received from clients. Since 2004 the period
has shortened by 14 days average from 102 to 88 days.
Still this index is not satisfactory and our efforts are focused
on decreasing the cash period because of the expensive
financing with net working capital.
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Subsequent events: FICOSOTA’s new name — TESY Ltd.

May 07th 2007 Ficosota Ltd. rebranded itself to Tesy Ltd. to take advantage of the overwhelming success of the eponymous product line.
The company invested over 4 mln levs in the promotion of the TESY brand over the past four years. The campaign was so successful that
the brand recognition for TESY dwarfed the popularity of the parent company name. The Tesy brand is registered in 48 countries, including
Russia, the Ukraine, Romania, Serbia, Denmark, Argentina and Japan. The company plans to expand by the end of 2007 the market
share of the TESY brand in Western Europe, the Middle East, Tunisia, Algeria, Morocco and Libya. The change is concerning only the
name/title of the company and does not raise any legal, financial and commercial effects from this event. The VAT No. and IN are not
changed.



=N

the comfort generation




	COVERS.pdf
	Annual report 2006 page1_Content.pdf
	Annual report 2006 page2.pdf
	Annual report 2006 page3.pdf
	Annual report 2006 page4_V2.pdf
	Annual report 2006 page5.pdf
	Annual report 2006 page6_V2.pdf
	Annual report 2006 page7.pdf
	Annual report 2006 page8.pdf
	Annual report 2006 page9.pdf
	Annual report 2006 page10.pdf
	Annual report 2006 page11.pdf
	Annual report 2006 page12.pdf
	Annual report 2006 page13.pdf
	Annual report 2006 page14.pdf
	Annual report 2006 page15.pdf
	Annual report 2006 page16.pdf
	Annual report 2006 page17.pdf
	Annual report 2006 page18.pdf
	Annual report 2006 page19.pdf
	Annual report 2006 page20.pdf
	Annual report 2006 page21.pdf
	Annual report 2006 page22.pdf
	Annual report 2006 page23.pdf
	Annual report 2006 page24.pdf
	Annual report 2006 page25.pdf
	Annual report 2006 page26.pdf
	Annual report 2006 page27.pdf
	Annual report 2006 page28.pdf

