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I.
GENERAL PROVISIONS

1.
Accounting period for which the annual prospectus - report has been prepared

The annual report - prospectus has been prepared for the year 2006.

2.
Main data about the issuer

	Name of the issuer
	“Lifosa“ Public Limited Company, hereinafter referred to as “Lifosa“ AB

	Enterprise register number
	161110455

	Authorised capital
	210 205 640 LTL allotted to 21 020 564 ordinary registered shares, with the nominal value of 10 LTL per share

	Address
	Juodkiškio str. 50, LT-57502 Kėdainiai

	Phone
	(8~347) 66 483 

	Fax
	(8~347) 66 166 

	E-mail
	info@lifosa.com

	Web page
	www.lifosa.com

	Legal and organizational form
	public limited company, a private legal entity of limited liability

	Date of registration
	October 30, 1996

	The register, where the company’s data are being collected and stored
	Register of Legal Entities of the Republic of Lithuania

	The manager of the register
	Division of Register of Legal Entities at Kaunas Department of State Enterprise Centre of Registers


3.
The nature of the issuer’s principal activities

“Lifosa“ AB refers to the branch of economy of manufacture of chemical materials and products. The main product manufactured by the company is a nitrogen - phosphorus fertilizer diamonium phosphate (DAP); the company also manufactures aluminium fluoride, dicalcium phosphate, monocalcium phosphate, monodicalcium phosphate, phosphoric acid and technical sulphuric acid.

4.
Information about where and how one can get acquainted with the report and the documents on the basis of which it was prepared, and the name of the means of mass media

The report and other documents, on the basis of which it was prepared, are available in the headquarters of the company at Juodkiškio str. 50, room 604, Kėdainiai, every Wednesday from 13.00 to 16.00; as well as in Financial Broker Firm “Finasta” AB, at Konstitucijos ave. 23, Vilnius.

The means of mass media of “Lifosa” AB are the daily newspaper “Lietuvos rytas”, Lithuanian Telegram Agency ELTA, and the news agency BNS.

5.
Persons responsible for the information provided in the report

5.1.
The issuer’s employees and the head of the administration responsible for the report 
The Managing Director Mr. Jonas Dastikas, phone (8~347) 66 483

The Finance Manager Ms. Regvita Ivanovienė, phone (8~347) 66 331

5.2.
The report has been prepared by Financial Broker Firm “Finasta” AB, (Konstitucijos ave. 23, Vilnius; Phone: (8~5) 278 68 44, Fax: (8~5) 210 24 74), represented by Financial Broker Ms. Asta Krušnauskaitė, on the basis of the information provided by the company.

6.
Declaration by the issuer's employees and the head of the administration, and the issuer’s consultants that the information contained in the report is in accordance with the facts and that the report makes no omission likely to have an effect on the investors’ decision concerning purchase, sale or valuation of the issuer’s securities or on the market price of these securities

“Lifosa” AB, represented by the Managing Director Mr. Jonas Dastikas and the Finance Manager Ms. Regvita Ivanovienė, hereby confirms that the information provided herein is in accordance with the facts and that the report makes no omission likely to have an effect on the investors’ decision concerning purchase, sale or valuation of the issuer’s securities or on the market price of these securities.

The Managing Director of “Lifosa” AB Mr. Jonas Dastikas

The Finance Manager of “Lifosa” AB Ms. Regvita Ivanovienė

Financial Broker Firm “Finasta” AB, represented by Financial Broker Ms. Asta Krušnauskaitė, hereby confirms that the information contained herein is accurate, as provided by the employees and the managers of “Lifosa” AB to Financial Broker Firm “Finasta” AB. 
Financial Broker Firm “Finasta” AB is responsible for appropriate processing of the information provided thereto. “Lifosa” AB is responsible for accuracy of the said information. 

The Financial Broker of Financial Broker Firm “Finasta” AB Ms. Asta Krušnauskaitė

Date of signing of the report – May 25, 2007

Place of issuance - Financial Broker Firm “Finasta” AB (Konstitucijos ave. 23, Vilnius).

II.
INFORMATION ABOUT THE issuer’s authorized capital AND the securities ISSUED
7.
The issuer’s authorized capital 
7.1.
The authorized capital registered in the Register of legal entities

Table 7.1. Structure of the authorized capital.

	Type of shares
	Amount of shares, in units
	Nominal value, in LTL
	Total nominal value, in LTL
	Weight in the authorized capital, in percentage

	Ordinary registered shares
	21 020 564
	10
	210 205 640
	100,00


All the shares of “Lifosa” AB have been completely paid up.

7.2.
Information about the projected increase of the authorized capital through the conversion or exchanging of debt securities or derivative securities issued into shares

“Lifosa” AB has not issued any debt securities or derivative securities, which could be converted into shares. 

8.
Shareholders

The General meeting of the shareholders of “Lifosa” AB was held on April 26, 2007. The record date of the meeting is April 19, 2007.

The total number of the shareholders amounts to 986.

Table 8.1. Shareholders that have owned by the right of ownership or controlled more than 5 percent of the issuer's authorized capital on the record date of the General meeting of the shareholders

	Name, registered office, and enterprise register code of the shareholder
	Number of ordinary registered shares owned by the shareholder
	Share of the authorised capital, in percentage


	Share of the votes granted by the owned shares, in percentage
	Share of the votes held in concert with other persons, in percentage

	Eurochem, Mineral and Chemical Company Joint Stock

Kozhevnichesky Proyezd 4, Buildings 1,2, 115114 Moscow, Russia

102770002659
	19 160 229
	91,15
	91,15
	----
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Fig. 8.1. Distribution of the shares of “Lifosa” AB according to the groups of investors as of 2007-04-19

9.
Main characteristics of the shares issued for public trading of the securities

Upon the decision of the meeting of the Lithuanian Securities Commission of October 20, 1995 the issues of 7 729 062 ordinary registered shares with the nominal value of 20 LTL per share, the total nominal value amounting to 154 581 240 LTL, and 61 668 preferred registered shares with the cumulative dividend of 7 percent, and the nominal value of 20 LTL per share, the total nominal value amounting to 1 233 360 LTL, were registered.  The shares were issued for formation of the authorised capital due to privatization of the state enterprise and its reorganization in accordance with the procedure established by the Resolution of the Government of the Republic of Lithuania No. 787 of August 26, 1994.The authorised capital of the company amounted to 155 814 600 LTL. 
Following the decision of the General meeting of the shareholders of “Lifosa” AB of August 30, 1996 to convert 61 668 preferred registered shares with the nominal value of 20 LTL per share, and the cumulative dividend of 7 percent into 61 668 preferred registered shares with the nominal value of 20 LTL per share, and the cumulative dividend of 3 percent, the Lithuanian Securities Commission re-registered these securities upon the decision of the meeting of March 14, 1997. The total nominal value of the re-registered shares was 1 233 360 LTL.

Upon the decision of the Lithuanian Securities Commission of April 17, 1998 the issue of 3 249 270 ordinary registered shares with the nominal value of 20 LTL per share was registered.  The securities were issued by increasing the authorised capital from 155 814 600 LTL to220 800 000 LTL, using the company‘s own assets (revaluation reserve).

During the General meeting of the shareholders of April 13, 1999 the decision was made to convert 61 668 preferred registered shares with the nominal value of 20 LTL per share, and the cumulative dividend of 3 percent into 61 668 ordinary registered shares with the nominal value of 20 LTL per share. 

During the Meeting of the shareholders held on April 13, 1999 the decision was made to convert 61 668 preferred registered shares with the nominal value of 20 LTL per share, and the cumulative dividend of 3 percent into 61 668 ordinary shares with the nominal value of 20 Litas.

During the Meeting of the shareholders of “Lifosa” AB of April 17, 2003 the decision was made to decrease the authorised capital by the amount of 122 906 100 LTL, by reversing own shares acquired by the company (1 250 610 units), and by changing the nominal value of the shares from 20 LTL to 10 LTL. The decreased authorised capital amounted to 97 893 900 LTL, composed of 9 789 390 ordinary registered shares with the nominal value of 10 LTL per share.

During the General meeting of the shareholders of “Lifosa” AB of November 3, 2004 the decision was made to increase the authorised capital of the company by additional explicit fees from 97 893 900 LTL to 210 205 640 LTL, by issuing 11 231 174 ordinary registered shares with the nominal value of 10 LTL per share, the total nominal value amounting to 112 311 740. The increased authorised capital of 210 205 640 LTL was registered on December 3, 2004.

On December 31, 2006 the authorised capital of “Lifosa” AB amounted to 21 020 564 LTL, which was allotted to 21 020 564 ordinary registered shares, with the nominal value of 10 LTL per share. 

10.
Data about the shares distributed through private placement 

There are no shares distributed through private placement.

11.
Information about the depositary receipts representing shares 

There are no depositary receipts representing shares.

12.
Main characteristics of the debt securities issued for public trading 

There are no debt securities issued for public trading.

13.
Data about the debt securities distributed for private placement

There are no debt securities distributed for private placement.

14.
Securities not representing the authorized capital, the trading whereof is governed by the Law on the Securities Market, except debt securities 

There are no securities not representing the authorized capital, the trading whereof is governed by the Law on the Securities Market.

III.
DATA ABOUT THE SECONDARY TRADING IN SECURITIES ISSUED BY THE ISSUER

15.
Securities admitted to the trading lists of the stock exchanges 

The ordinary registered shares of “Lifosa” AB are admitted to the Current trading list of “Vilnius Stock Exchange“ AB, hereinafter referred to as VSE.

Table 15.1. Main characteristics of the shares of “Lifosa” AB
	Type of shares
	ISIN code
	Shortened name
	Number of shares, in units
	Nominal value, in LTL
	Total nominal value, in LTL

	Ordinary registered shares
	LT0000116691
	LFO1L
	21 020 564
	10
	210 205 640


16.
Trading in the issuer’s securities on stock exchanges and other organized markets 

16.1.
Trading on Vilnius Stock Exchange

Table 16.1.1. Trading in the company’s shares in 2004 - 2006 

	Accounting period
	Price, in LTL
	Turnover, in LTL
	Date of the last trading session
	Total turnover

	
	highest 
	lowest
	as of the last session
	highest 
	lowest
	as of the last session
	
	units
	of LTL

	The Ist quarter of 2004
	5,80
	5,00
	5,00
	16 060,73
	0
	0
	2004-03-31
	12 331
	64 527,16

	The IInd quarter of 2004
	4,80
	4,29
	4,30
	6 975,00
	0
	0
	2004-03-30
	5 564
	24 793,10

	IIIrd quarter of 2004
	4,75
	4,00
	4,44
	5 022,92
	0
	0
	2004-09-30
	6 344
	26 961,30

	The IVth quarter of 2004
	9,40
	4,50
	9,15
	102 412 847,43
	0
	3 920,50
	2004-12-31
	10 479 559
	104 341 778,78

	The Ist quarter of 2005
	20,00
	8,90
	16,00
	191 647 701,06
	0
	143 335,26
	2005-03-31
	19 785 926
	200 733 688,02

	The IInd quarter of 2005
	26,99
	12,22
	24,94
	2 710 041,16
	652,00
	118 059,20
	2005-06-30
	738 208
	12 474 541,28

	The IIIrd quarter of 2005
	68,20
	24,00
	65,50
	1 437 558,85
	0
	127 804,60
	2005-09-30
	462 445
	19 617 572,18

	The IVth quarter of 2005
	67,00
	42,00
	45,71
	916 024,41
	0
	188 093,14
	2005-12-30
	230 139
	12 082 062,95

	The Ist quarter of 2006
	54,00
	29,75
	34,75
	762 654,29
	0
	320 683,90
	2006-03-31
	266 585
	10 056 056,73

	The IInd quarter of 2006
	37,40
	18,00
	21,50
	612 042,34
	0
	4 930,00
	2006-06-30
	249 941
	6 701 300,52

	The IIIrd quarter of 2006
	25,00
	13,00
	22,35
	439 537,27
	0
	117 442,18
	2006-09-29
	339 338
	6 303 471,02

	The IVth quarter of 2006
	24,50
	21,00
	21,40
	179 099,08
	0
	6 212,00
	2006-12-29
	189 019
	4 229 269,41
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Figure 16.1. The price of the shares of “Lifosa” AB as of 2004-01-01 – 2006-12-31, in LTL
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Figure 16.2. The turnover of the shares of “Lifosa” AB as of 2004-01-01 – 2006-12-31, in LTL

16.2.
Trading on other stock exchanges

The shares of “Lifosa” AB are not traded on other stock exchanges.

16.3.
Trading on other organised markets

The shares of “Lifosa” AB are not traded on other organised markets.

17.
Capitalisation of the securities

Table 17.1. Capitalisation of the company’s shares

	Date of the last session
	Capitalisation, in LTL

	2004-03-31
	48 946 950,00

	2004-06-30
	42 094 377,00

	2004-09-30
	43 464 891,60

	2004-12-31
	192 338 160,60

	2005-03-31
	336 329 024,00

	2005-06-30
	524 252 866,16

	2005-09-30
	1 376 846 942,00

	2005-12-30
	960 849 980,44

	2006-03-31
	730 464 599,00

	2006-06-30
	451 942 126,00

	2006-09-29
	469 809 605,40

	2006-12-29
	449 840 069,60
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Figure 17.1. Capitalisation of the company’s shares, in LTL

18.
Trading in the issuer’s securities outside the stock exchange

Considering the fact that the shares of “Lifosa” AB are admitted to the Current list of VSE, the deals on purchase - sale of the company’s shares in 2004 – 2006 could be executed only on VSE. The deals executed outside the stock exchange could only comprise exchange, endowment, inheritance and settlement of debts and repay deals.

Upon enactment of the Law on the Financial Instruments Markets of the Republic of Lithuania on February 8, 2007, the requirement with regard to execution of secondary turnover deals on purchase – sale of listing securities only on stock exchange became void; the deals can be executed both on VSE and outside VSE.

Table 18.1. The deals with regard to the ordinary registered shares of “Lifosa“ AB executed outside the stock exchange

	Accounting period
	Monetary settlement
	Non-monetary settlement

	
	Price, in LTL
	Amount of the securities, in units
	Total amount, in LTL
	Number of deals
	Amount of the securities, in units
	Number of deals

	
	highest 
	lowest
	
	
	
	
	

	The Ist quarter of 2004
	-
	-
	-
	-
	-
	-
	-

	The IInd quarter of 2004
	-
	-
	-
	-
	-
	279
	2

	IIIrd quarter of 2004
	-
	-
	-
	-
	-
	3 689
	2

	The IVth quarter of 2004
	6,30
	4,00
	6 647
	31 328
	3
	3 986
	2

	The Ist quarter of 2005
	12,88
	0,65
	786 305
	691 435
	11
	2 038
	5

	The IInd quarter of 2005
	18,20
	10,00
	57 498
	783 152
	17
	499
	1

	The IIIrd quarter of 2005
	46,89
	0,65
	857 505
	2 953 113
	58
	470
	2

	The IVth quarter of 2005
	53,60
	10,57
	207 857
	6 806 469
	57
	-
	-

	The Ist quarter of 2006
	231,84
	12,00
	368 464
	8 384 325
	97
	-
	-

	The IInd quarter of 2006
	47,35
	12,30
	250 045
	5 758 781
	72
	-
	-

	The IIIrd quarter of 2006
	36,59
	7,36
	206 097
	3 016 019
	54
	240
	-

	The IVth quarter of 2006
	23,12
	7,45
	67 737
	1 037 974
	35
	-
	-


19.
Data about the issuer’s buying up of own shares

“Lifosa” AB did not buy up own shares during the accounting period. 

20.
Submission of a tender offer 

In 2006 no tender offer was made in respect of acquiring of the issuer’s shares.  The issuer did not announce a tender offer in respect of acquiring of other persons’ securities either.

21.
The issuer’s paying agents 

The company does not have paying agents.

22.
Agreements with the intermediaries of public trading in securities 

“Lifosa” AB has concluded the agreement with Financial Broker Firm “Finasta” AB, (Konstitucijos ave. 23, Vilnius) with regard to management of accounts of the company’s securities and issuance of periodic reports.

IV.
DATA ABOUT THE ISSUER’S ACTIVITY

23.
Legal basis for the issuer's activity 

The main legal acts on which the issuer's activity is based:
· The Law on Companies of the Republic of Lithuania;

· Law on the Securities of the Republic of Lithuania;

· other legal acts of the Republic of Lithuania;

· the Statute of the Company.

24.
Membership in associated structures

“Lifosa” AB is a member of the Lithuanian Confederation of Industrialists, the Association of Lithuanian Chemical Industry Enterprises, the Engineering Ecology Association, the Association of Kaunas Region Industrialists and Employers.

The Lithuanian Confederation of Industrialists (LCI). The Constituent Congress was held on 17 June 1989. At present, the LCI unites 39 branch and 8 regional (associations), composed of more than 2700 enterprises of various types. 

The main objectives of the Confederation:

· to represent and defend the interests of the members of the LCI in the governmental, social and international structures;

· to strengthen the economy of Lithuania, to help enterprises in finding new markets, and to improve conditions of export of Lithuanian products;

· to strive for compliance with the ecological requirements in Lithuania;

· to defend social and legal interests of the Lithuanian employers, and support social dialogue; 

· to develop contacts with the international industrial, business and employers’ organisations.

“Lifosa” AB participates in the activities of the LCI and pays the member fee.

The Association of Kaunas Region Industrialists and Employers. The Managing Director of “Lifosa” AB Mr. Jonas Dastikas is a member of the presidium of the Association of Kaunas Region Industrialists and Employers.

The company participates in the activities of the Association and pays the member fee.

The Association of Lithuanian Chemical Industry Enterprises (LCIE). “Lifosa” AB is one of the founders of the Association that was established in 1997. The Association unites the manufacturers of fertilizers, domestic chemical and cosmetics products, oil refineries, and wholesalers of plastics and chemical materials. There are 24 members in the Association at present. 

The members of the Association strive collectively for progress in the areas of environmental protection, health protection at work and other fields, and aim at demonstrating the progress achieved to the society. The Association also attempts to improve the legal basis of the Republic of Lithuania and the European Union, and submits proposals to the NATIONAL and EU institutions. 

The Association of LCIE is a member of the Lithuanian Confederation of Industrialists and European Chemical Industry Council (CEFIC).

“Lifosa” AB is one of the initiators of the “Fund of the Dialogue of Industry and Environment”. The founder of the fund is the Association of Lithuanian Chemical Industry Enterprises.

The company pays the member fee of the Association.

The Engineering Ecology Association (EEA). The Association was founded in 1994. The EEA was established by nine enterprises working in the area of environmental protection, in order to unify their efforts in solving ecological problems of the country. In close cooperation with the Environmental Offices of the Government of the Republic of Lithuania, the Lithuanian Confederation of Industrialists, and the international organisations the EEA solves global environmental problems of the country, and consults the national and foreign ecological organisations and firms. The members of the Association participate in the working groups responsible for drafting the laws, bylaws and normative documents on environmental protection.

The EEA is a non-governmental organisation composed of more than 50 members, including scientific and scholastic institutions, municipalities and public utilities, industrial and business enterprises.

The EEA is a member of the international organisation INEM (the International Network for Environmental Management). 

Goals and objectives of the EEA:

· improvement of ecological situation in Lithuania and the Baltic region;

· to actively participate in developing the ecological policy of the country, take part in the process of drafting laws, bylaws, programs and projects, in order to support smooth integration into the European Union;

· to help the national Government and people in implementing the EU requirements on environmental protection within the process of integration of Lithuania into the European Union;

· to cooperate with the international and Lithuanian non-governmental organisations in solving the environmental problems and improving competence of the specialists;

· to spread information about the EU Directives, requirements and national normative – regulatory documents with regard to environmental protection, as well as environmental services provided locally and abroad, new technologies, and installations, in order to achieve sustainable development of political, economical and social solutions;

· environmental education of the society, instructing, ecological training and guidance in order to increase public competence in the area of environmental protection and encourage the society for active participation in making and implementing environmental solutions in pursuance of retaining healthy environment and human health;

· to unite the efforts of the members in solving ecological problems;

· to represent the rights of the members of the Association, and to protect their interests.

The company takes part in the activities of the Association and pays the member fee.

25.
Brief description of the issuer's background

The Chemical Plant of Kėdainiai was started to be built in 1958 to provide the Western part of the former Soviet Union with phosphoric fertilisers. The plant started its activities in 1963 (the first tons of sulphuric acid were produced in January, and the first tons of ordinary powder superphosphate – in December).

Manufacture of granulated superphosphate and aluminium fluoride was started in the plant in 1964. At the end of 1968, the plants of wet-process phosphoric acid and mono-ammonium phosphate were put into operation. In 1972, a fertilizer blending plant was built to produce pressed phosphoric-potassium fertilisers. This plant operated until 1990. 

In 1975 reconstruction and modernisation of the company was started. Some plants were closed and new facilities were established in the process of modernisation. The reconstruction was completed in 1988, when a modern sulphuric acid plant was launched. The renovation of the company led to improvement in working conditions, product quality and the environmental situation. Environmental pollution by hazardous materials was reduced by ten times.

On October 30, 1996 the Chemical Plant of Kėdainiai was reorganized into “Lifosa“ Public Limited Company as a result of privatisation of the state assets.

In October, 1997 a new enterprise “Kemira-Lifosa“ UAB was established on a joint-venture basis with the Finnish company “Kemira” within the production depot of the superphosphate plant.

In 1998 “Lifosa“ AB reconstructed the mono-ammonium phosphate plant and in the first quarter of the same year started manufacture of Diamonium phosphate fertilizers instead of mono-ammonium phosphate. 
In 2000 the sulphuric acid plant was reconstructed, the productivity of which increased more than twice afterwards. The plant became the largest one in Europe. In the same year a new 25 MW power turbine was launched. It generates electricity utilizing the steam discharged during the manufacture process of sulphuric acid. The generated power satisfies the energy consumption needs of the whole company. The process heat discharged during the manufacture process of sulphuric acid is utilized for heating and hot water supply of the whole company and Kėdainiai city.

In 2001 the manufacture technology of a new product – dicalcium phosphate - was started to be implemented. In 2002 the enterprise started manufacturing powder and granulated monocalcium phosphate.

Since 2002 “Lifosa“ AB is a constituent part of the Russian Mineral and Chemical Company “EuroChem“. 

On August 21, 2003 “Lifosa“ AB was certified according to the international Quality and Environmental Management Standards ISO 9001 and ISO 14001.

On December 11, 2006 the company, the Ministry of Economy of the Republic of Lithuania and the Lithuanian Business Support Agency signed the Agreement on allocation of the EU Structural Funds Support for the Project “Utilization of the Local Energy Resources and the Renewable Energy Resources from the Sulphuric Acid Plant for Power Generation”. The Agreement stipulates the support of 5 940 thous. of LTL from the EU Regional Development Foundation, and 60 thous. of LTL from the co-financing funds for implementation of the Project.

26.
Characteristics of Production

“Lifosa“ AB is the only manufacturer of phosphoric fertilisers in Lithuania.  The main business activities of the company comprise:

· manufacture of intermediate products – sulphuric acid and wet-process phosphoric acid;

· manufacture of a nitrogen - phosphoric fertiliser - diamonium phosphate (DAP);

· manufacture of feed phosphates – monocalcium, dicalcium and monodicalcium;

· manufacture of aluminium fluoride;

· wholesale of the above products;

· generation of electricity and thermal energy by utilising the process heat discharged during the manufacture process of sulphuric acid, and sale of its surplus.

The main product manufactured by “Lifosa“ AB - diamonium phosphate - is a concentrated nitrogen -phosphoric fertiliser most often used for agricultural purposes.

Wet-process phosphoric acid is the basic raw material for manufacture of diamonium phosphate and feed phosphates. Phosphoric acid is partly sold to enterprises active in chemical, leather processing, food and other industries.

The Sulphuric Acid Plant produces technical, industrial and battery grade sulphuric acid, as well as electrolyte for the acid accumulators. The major part of sulphuric acid is utilized for the manufacture process of wet-process phosphoric acid.  Technical sulphuric acid is partly sold to the manufacturers of mineral fertilisers, synthetic and natural fibres, as well as enterprises active in leather processing, food, paint and other industries.

Dicalcium phosphate, monocalcium phosphate and monodicalcium phosphate with natrium are used as fodder and feed additives. 

During 2006 “Lifosa“ AB consistently and successfully strengthened its position in the world market and implemented active sales development strategy of phosphoric fertilisers and feed phosphates in the leading regions of Europe, Asia, Africa and America. Upon evaluation of the market conditions and economic benefits manufacture volumes and sales of the end products – diamonium phosphate and monocalcium phosphate – were increased in 2006.

Table 26.1. The production volumes in in-kind expression (in tons) during 2004 - 2006

	Products
	2006
	2005
	2004

	Sulphuric acid, mnh
	1 118 200
	1 092 100
	1 019 200

	Phosphoric acid (100% P2O5)
	413 100
	409 400
	380 000

	Diamonium phosphate (DAP)
	785 500
	756 973
	741 029

	Aluminium fluoride
	11 020
	7 559
	6 113

	Feed phosphates:
	68 290
	64 651
	51 104

	- dicalcium phosphate
	6 253
	8 200
	8 760

	- monocalcium phosphate
	56 030
	40 455
	28 100

	- monodicalcium phosphate
	6 007
	15 996
	14 244


The income of “Lifosa” AB of 2006 amounted to 682 466 thous. of LTL, which is by 13 percent or 78 601 thous. of LTL higher than the income of 2005 (603 865 thous. of LTL). The income of products sold amounted to 664 741 thous. of LTL (582 996 thous. of LTL in 2005), which constitutes 97,4 percent of the total income of the company (96,5 percent in 2005).

Table 26.2. Sales figures of the company in 2004 – 2006 

	Products
	2006
	2005
	2004

	
	quantity in thous. of t
	amount in thous. of LTL
	share, in percentage
	quantity in thous. of t
	amount in thous. of LTL
	share, in percentage
	quantity in thous. of t
	amount in thous. of LTL
	share, in percentage

	Diamonium phosphate (DAP)
	818,9
	558 162
	81,8
	726,0
	487 516
	80,8
	737,5
	448 460
	85,5

	Aluminium fluoride
	11,6
	25 145
	3,7
	7,9
	14 702
	2,4
	7,6
	11 963
	2,3

	Commercial sulphuric acid
	17,4
	1 829
	0,3
	19,6
	1 821
	0,3
	18,5
	1 713
	0,3

	Commercial phosphoric acid
	14,8
	17 317
	2,5
	25,3
	26 917
	4,5
	11,6
	10 870
	2,1

	Feed phosphates
	70,7
	62 288
	9,1
	64,1
	52 040
	8,6
	52,0
	38 031
	7,2

	Sales of raw materials
	-
	5 267
	0,8
	-
	10 418
	1,7
	-
	2 464
	0,5

	Services rendered
	-
	12 303
	1,8
	-
	10 194
	1,7
	-
	10 888
	2,1

	Other
	-
	155
	0,0
	-
	257
	0,0
	-
	229
	0,0

	Total
	-
	682 466
	100,00
	-
	603 865
	100,00
	-
	524 618
	100,00


The major part of the sales income - 81,8 percent or 558 162 thous. of LTL – is constituted by the sales of DAP (80,73 percent or 487 517 thous. of LTL in 2005); it caused the key increase of income; the revenue obtained for this product amounted to 70 645 thous. of LTL, which is by 14,5 percent higher than the one received in 2005.The income of sales of DAP in the local market amounted to 49 138 thous. of LTL, or 8,8 percent of the total income of sales of DAP(49 511 thous. of LTL or 10,16 percent in 2005).

The foreign trade constitutes the major part of sales of DAP: 

· the sales income in the European region (including Turkey) in 2006 amounted to 309 242 thous. of LTL or 55,4 percent (380 924 thous. of LTL or 78,14 percent in 2005);

· the sales income in the Asian region amounted to 80 486 thous. of LTL or 14,4 percent (51 042 thous. of LTL or 10,5 percent in 2005);

· the sales income in the African region amounted to 91 685 thous. of LTL or 16,4 percent (6 040 thous. of LTL or 1,2 percent in 2005);

· the sales income in the Central and South American region amounted to 27 611 thous. of LTL or 5,5 percent (0 in 2005).

Decrease in the income from phosphoric acid was counterbalanced by increase in the sales income of monocalcium phosphate, which amounted to 51 960 thous. of LTL in 2006,i.e., by 47,5 higher than in 2005 (35 233 thous. of LTL).
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Fig. 26.1. The company’s income of the main products sold during 2003 – 2006, in thous. of LTL

The forecasts of the markets of phosphoric fertilisers for the next year are optimistic. Upon evaluation of the growth trends of the markets it is forecasted that increase of the world demand of phosphoric fertilisers will amount to approximately 1,9 percent per year by 2015. The prices will remain stable in 2007 – 2008, however subsequent launch of new plants in China, Morocco, Saudi Arabia can influence the world prices of phosphoric fertilisers. The market analysers forecast that the prices of raw materials will basically remain within the level of 2006 and will go down in the future:

· the price of ammonia will not reach the record figures of 2006 and will continuously go down until 2010;

· the trends of the price of sulphur to go down, which were slightly noticeable at the end of 2006, will remain the same for several years;

· the prices of a phosphoric raw material – phosphorites and apatites, which continuously grew during 2005 – 2006, will further increase in 2007. Afterwards the prices will not rise till 2010;

In 2010 the plants of phosphoric acid and DAP will be launched in Saudi Arabia, with the production capacity of 2,9 mill. of tons per year. At that time drop of the price and a new crisis in the market of phosphoric fertilisers are expected.

Table 26.3. The sales prices of the products in 2004 – 2006, in LTL/t

	Products
	2006
	2005
	2004

	Diamonium phosphate (DAP)
	681,02
	672,27
	609,75

	Aluminium fluoride
	2 223,33
	1 851,37
	1 565,12

	Commercial sulphuric acid
	105,19
	92,81
	92,39

	Commercial phosphoric acid
	1 169,29
	1 065,87
	939,91


Table 26.4. Key performance indicators of the company’s activities in 2004 – 2006 

	Indicator
	Unit of measuring
	2006
	2005
	2004

	Sales of products and services (per year)
	mill. of LTL
	682,5
	603,9
	524,6

	Growth rate of the sales figures (in comparison with the previous year)
	perc.
	13,0
	15,1
	21,4

	Gross profit (per year)
	mill. of LTL
	107,7
	148,5
	90,2

	Gross return (gross profit / sales)
	perc.
	15,8
	24,6
	17,2

	Profit from operations (per year)
	mill. of LTL
	44,3
	95,1
	46,8


Continuation of Table 26.4 
	Indicator
	Unit of measuring
	2006
	2005
	2004

	Return from operations (profit from operations / sales)
	perc.
	6,5
	15,7
	8,9

	EBIT
	mill. of LTL
	45,5
	95,2
	41,0

	Return of EBIT
	perc.
	6,7
	15,8
	7,8

	Net profit (per year)
	mill. of LTL
	37,2
	81,5
	45,5

	Net return (profit from operations / sales)
	perc.
	5,5
	13,5
	8,7

	Profit per share
	in Litas
	1,8
	3,9
	4,3

	Net book share value
	in Litas
	18,6
	16,9
	13,0

	EBITDA
	mill. of LTL
	80,4
	116,9
	66,9

	Return of EBITDA
	perc.
	11,8
	19,4
	12,8

	Total assets (at the end of the period)
	mill. of LTL
	436,2
	411,9
	320,5

	Return on assets (profit from operations / assets)
	perc.
	10,2
	23,1
	14,6

	Return on assets ROA (net profit / assets)
	perc.
	8,5
	19,8
	14,2

	Assets turnover (sales / assets)
	times
	1,6
	1,5
	1,6

	Equity (at the end of the period)
	mill. of LTL
	391,8
	354,6
	273,0

	Return on equity (net profit / equity)
	perc.
	9,5
	23,0
	16,7

	Cover (current) ratio
	times
	4,2
	3,3
	1,9

	Immediate cover ratio
	times
	3,1
	2,1
	1,2

	Debt ratio (liabilities / assets)
	times
	0,1
	0,1
	0,1

	Debt - equity ratio (liabilities / equity)
	times
	0,1
	0,2
	0,2

	Average annual number of employees
	people
	1 038
	1 049
	1 052

	Dividends per share
	Litas
	-
	-
	-

	Price per share (at the end of the period)
	Litas
	21,40
	45,71
	9,15

	The lowest price (during the accounting period)
	Litas
	13,00
	8,90
	4,00

	The highest price (during the accounting period)
	Litas
	54,00
	68,20
	9,40

	Price / earnings ratio per share (P/E)
	times
	11,9
	11,7
	2,1


27.
Sales markets

The fertilisers produced by “Lifosa” AB are well considered in the world market due to their high quality and eco-friendliness. The products of the company are usually sold on the basis of long - term agreements.

In 2006 the major part of the company‘s products was sold in Turkey (11,5 percent of the total products for 78 723 thous. of LTL), in Lithuania (10,3 percent of the total products for 70 054 thous. of LTL), in Pakistan (8,61 percent of the total products for 58 766 thous. of LTL), in France, Ethiopia and the Netherlands.

Last year the company expanded the export of its products to the Asian and African markets: Pakistan, India, Ethiopia, Kenya. 

Table 27.1. Sales of the products of “Lifosa” AB per markets in 2004 - 2006

	 
	2006
	2005
	2004

	
	In thous. of LTL
	perc.
	In thous. of LTL
	perc.
	In thous. of LTL
	perc.

	Turkey
	78 723
	11,54
	92 264
	15,28
	64 251
	12,25

	Lithuania
	70 054
	10,26
	75 095
	12,44
	68 545
	13,07

	Pakistan
	58 766
	8,61
	33 067
	5,48
	36 380
	6,93

	France
	56 525
	8,28
	69 795
	11,56
	47 603
	9,07

	Ethiopia
	52 746
	7,73
	-
	-
	-
	0,00

	The Netherlands
	50 681
	7,43
	61 911
	10,25
	37 816
	7,21

	Poland
	45 844
	6,72
	29 174
	4,83
	20 109
	3,83

	Germany
	43 693
	6,40
	68 868
	11,40
	57 119
	10,89


Continuation of Table 27.1
	 
	2006
	2005
	2004

	
	In thous. of LTL
	perc.
	In thous. of LTL
	perc.
	In thous. of LTL
	perc.

	Ireland
	28 886
	4,23
	35 966
	5,96
	31 689
	6,04

	India
	23 895
	3,50
	-
	-
	-
	0,00

	The Check Republic
	17 917
	2,63
	22 836
	3,78
	13 076
	2,49

	Hungary
	17 793
	2,61
	-
	-
	-
	0,00

	Uruguay
	17 683
	2,59
	-
	-
	-
	0,00

	Kenya
	17 557
	2,57
	-
	-
	-
	0,00

	Spain
	13 395
	1,96
	16 588
	2,75
	31 721
	6,05

	Romania
	13 200
	1,93
	-
	-
	-
	0,00

	Great Britain
	10 326
	1,51
	8 960
	1,48
	9 740
	1,86

	Italy
	7 237
	1,06
	10 846
	1,80
	25 715
	4,90

	Other countries
	57 545
	8,43
	78 495
	13,00
	80 854
	15,41

	Total
	682 466
	100,00
	603 865
	100,00
	524 618
	100,00


28.
Procurement

“Lifosa” AB cooperates with the main suppliers on the basis of short - term agreements (up to 1 year).

Table 28.2. The main suppliers of raw materials of “Lifosa” AB in 2006

	Name of a raw material
	Manufacturer
	Supplier

	Apatite concentrate
	“Kovdorsky GOK“ OAO (Russia)
	EuroChem Trading Ltd. (Switzerland)

	Phosphorite
	Office Cherifien des Phosphates (Morocco)
	Office Cherifien des Phosphates (Morocco)

	Ammonia
	“NAK Azot“ OAO (Russia)
	EuroChem Trading Ltd. (Switzerland)

	Sulphur
	“Astrachangazprom“ OOO (Russia), „TengizChevrOil“ Ltd. (Kazakhstan), “Mažeikių nafta“ AB (Lithuania)
	Fedcominvest Monaco SAM (Monaco), Voto Business Ltd. (Virgin Islands of Great Britain), “Philbey LLC“ (USA), “Liprama Vilnius“ AB (Lithuania), “Imlitex“ UAB (Lithuania), “Mažeikių nafta“ AB (Lithuania)

	Aluminium hydroxide
	“Nikolaevskij glinozemnyj zavod“ AO (Ukraine)
	“Ekochema“ UAB (Lithuania) 

	Lime
	“Krasnoselskstrojmaterialy“ OAO (Belarus)
	Anvar Consultants LLC (USA), “Arinta“ UAB (Lithuania)

	Defluorised phosphate
	“PG Fosforit“ OOO (Russia)
	Heinrich Nagel KG (Germany)


Suppliers of energy resources:

· natural gas – “Lietuvos dujos“ AB;

· electricity – “Lietuvos energija“ AB and Rytų skirstomieji tinklai AB (Eastern Distribution Networks).

Shipping services are provided by “Harvester Shipmanagement Ltd“ (Cyprus).
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Fig. 28.1. Procurement volumes per countries in 2006, in perc.

29.
Immovable property and other main facilities 

“Lifosa” AB leases a land plot with the total area of 282,9 ha in Kėdainiai. The lease agreement was signed in 1997 and is valid till 2096. 

The condition of the company’s buildings and structures is good.

Table 29.1. The main buildings and structures with the book residual value exceeding 0,4 mill. of LTL on 2006-12-31.
	The main buildings and structures
	Year of establishment
	Residual value as of 2005-12-31, in LTL
	Residual value as of 2006-12-31, in LTL

	The 2nd industrial building, and administrative and off-the-job facilities of the Phosphoric Acid Plant 


	1982-04-01
	14 389 637,52
	13 846 797,72

	The administrative and off-the-job facilities, and industrial building of the Mono-Ammonium Phosphate Plant
	1968-12-01
	6 699 441,25
	6 334 618,21

	The warehouse of complex mineral fertilisers 196F1bž
	1998-12-10
	6 176 114,50
	5 918 776,42

	The industrial building, and administrative and off-the-job facilities of the Aluminium Fluoride Plant
	1984-12-01
	6 013 097,03
	5 718 805,67

	The industrial building (the IIIrd process line) of the Mono-Ammonium Phosphate Plant
	1986-06-01
	5 068 041,33
	4 855 057,77

	The 1st industrial building of the Phosphoric Acid Plant
	1967-12-01
	3 900 800,85
	3 657 880,41

	The administrative building 1B6b (6-storey block)
	2005-06-13
	2 178 107,48
	3 496 215,03

	The ammonia globular facilities
	1987-11-01
	3 332 051,11
	3 207 902,83

	The production division of feed phosphates
	2003-10-31
	3 082 297,12
	3 105 733,34

	The contact division 93H1p
	1988-12-01
	3 023 227,17
	2 815 707,93

	The chlorinate room, sulphur warehouse, smelter
	1988-12-01
	1 910 702,38
	2 612 876,51

	The warehouse of finished products of dicalcium phosphate
	1980-07-01
	2 630 669,39
	2 489 840,27

	The absorption division 90H1p
	1988-12-01
	2 286 675,42
	2 132 231,34

	The neutralisation station No. 2 67H3b
	1984-12-01
	2 217 200,04
	2 108 805,48

	Wealth structures of the territory
	1988-12-01
	1,00
	2 013 063,71

	The warehouse of apatite concentrate 19F1p
	1963-12-01
	1 945 616,20
	1 836 647,08

	The chemical waterworks 87P1B
	1988-12-01
	1 202 267,45
	1 809 027,09

	The administrative building 2B2p (2-storey block)
	2005-06-13
	1 674 696,07
	1 606 341,19

	The administrative and off-the-job facilities of the energetics division
	1962-12-01
	1 585 569,73
	1 459 239,85

	The industrial building, and administrative and off-the-job facilities of the MP
	1968-12-01
	1 315 622,67
	1 258 026,87

	The warehouse of metal, transformer room
	1987-11-01
	1 285 740,76
	1 240 018,36


Continuation of Table 29.1
	The main buildings and structures
	Year of establishment
	Residual value as of 2005-12-31, in LTL
	Residual value as of 2006-12-31, in LTL

	The central distribution substation
	1978-12-01
	979 483,86
	1 137 042,99

	The power-station (turbine hall), gas
	1964-09-01
	1 183 763,35
	1 113 501,79

	The dump of phosphogypsum
	1982-04-01
	1 440 911,33
	1 108 772,81

	The field reservoir of phosphogypsum
	1981-12-01
	1 276 331,89
	1 074 805,93

	The administrative and off-the-job facilities, and garage of the thermal division
	1963-12-01
	1 068 681,30
	998 530,62

	The warehouse of sulphuric acid 113I1p
	1988-12-01
	1 124 426,54
	984 862,94

	The boiler-house with off-the-job facilities
	1967-12-01
	1 064 832,70
	973 638,46

	 Rain and blow water station
	1988-12-01
	1 074 827,66
	968 519,30

	The compressor room with blowers 89H1b
	1988-12-01
	998 552,42
	952 428,38

	The warehouse of lime and production division of lime milk
	1963-12-01
	974 968,73
	918 921,17

	The warehouse of sulphuric acid 66H1p
	1988-12-01
	965 877,53
	917 750,69

	The pump-house of Nevėžis 1H1p
	1962-12-01
	923 685,59
	896 690,75

	The storage tank of phosphoric acid 1600
	2000-12-22
	983 000,38
	884 700,46

	The storage tank of phosphoric acid 1600
	2000-12-22
	983 000,37
	884 700,46

	The diner with 380 places 5M2b
	1982-11-01
	916 258,03
	871 436,59

	The ground of the containers warehouse
	1998-03-30
	929 323,46
	857 414,30

	The energetics division, transformer rooms
	1988-12-01
	820 780,43
	783 094,91

	The garage 119G2p
	1995-12-01
	740 508,20
	717 031,40

	The neutralisation station 86 H1p 
	1988-12-01
	617 567,08
	588 991,12

	The air-compressor room, transformer
	1976-12-01
	609 755,38
	580 726,42

	The evaporizer of liquid ammonia
	2001-10-31
	611 508,59
	555 061,79

	The evaporizer of liquid ammonia
	2001-10-31
	611 508,58
	555 061,78

	The garage of the forklift FANTUZZI 74H1p
	1980-07-01
	554 852,12
	526 991,48

	The railroad No. 14
	1962-12-01
	59 074,79
	520 075,57

	The administrative and off-the-job building of the Sulphuric Acid Plant, the melting division
	1988-12-01
	543 627,30
	519 670,02

	The road “warehouse of fuel oil – fields of phosphogypsum”
	1961-12-01
	638 280,71
	510 624,71

	The chimney of 57 m 207 H1g
	2000-12-22
	565 436,92
	508 893,40

	The subdivision for milling of phosphorites 211P1g
	2004-12-02
	522 867,12
	504 837,24

	The chemical waterworks
	1980-07-01
	511 043,89
	485 327,77

	The process water circulation of manufacture of fertilisers 77H1b
	1988-12-01
	498 447,83
	474 403,43

	Motorways and grounds
	1988-12-01
	660 898,70
	449 867,90

	The filtration division 88I1b 
	1988-12-01
	513 046,00
	448 726,00

	The gas-station 150 H1p 
	1979-11-01
	473 457,92
	434 081,48

	The storage facilities of phosphoric acid with railroad
	1998-09-15
	556 779,61
	428 415,73

	The storage facilities of phosphoric acid with railroad
	1998-09-15
	556 779,60
	428 415,72

	The loading station  No. 2, administrative and off-the-job facilities
	1982-04-01
	451 171,64
	426 789,80

	The culture house with a wing 6C2b
	1967-08-01
	428 396,38
	415 622,38


Table 29.2. Information about construction in progress

	Name of the investment project
	Estimate value, in thous. of LTL
	Spent as of 2006-12-31, in thous. of LTL
	EU Structural Funds Support, in thous. of LTL
	Scheduled completion date of construction

	Project on modernisation of process absorption of the Sulphuric Acid Plant
	28 780
	14 534
	6 000
	June, 2007

	Replacement of the surface condensers of the Phosphoric Acid Plant by the barometric ones
	7 480
	2 525
	‑{}‑-
	August, 2007


30.
Risk factors related to the issuer’s activities

Economic risk factors

Risk of competitiveness. Due to new DAP plants under construction in Africa and the Middle East the offer of phosphoric products may significantly increase during the next 5 years. It would reduce the sales prices; besides, lower production costs are characteristic to the said regions. This would cause decrease in profitability of the company‘s products.

Unfavourable actions of competitors in Europe and decrease in demand of DAP may reduce income and the relative share of profit in the major market of the company. 

The company is continuously analysing its competitors and checking the information about construction of new plants. The strength of “Lifosa” AB is the quality of the product complying with the requirements of the EU legal acts. Diamonium phosphate does not contain heavy metals or radioactive impurities. The company plans diversification of the products, and looks for new market segments for other types of phosphoric fertilisers. The success factor is the company’s ability to manufacture the products that satisfy the needs of a consumer.

Risk of social-economic factors. DAP is a cyclic product. During the period of fluctuation cycles crises and booms repeat every 7 - 10 years. Due to the fluctuations in the market reduction of income and losses are possible (DAP forms approximately 80 percent of the production sold). It should be noted that “Lifosa” AB has not many possibilities to influence the price of the products either during boom or crisis periods. Besides, due to changes in life-style habits of the consumers and psychological factors the demand for phosphoric fertilisers in Europe may decrease.

The company controls the risk by being active in several markets at different times (trading in the European markets is active between August and April, in the Asian markets - between March and August, in the African markets – between January and August, and in the Central and South American markets – between June and September). The sales channels are diversified. Forecasts are being made with regard to increasing demand of the products that will require fertilisers in the future (raw material for bio fuel, genetically modified products). Investments are made aiming at cost reduction. During the period of the market depression it helps to ensure the relatively low net cost of the products.

Risk of procurement of raw materials. The major part of the net cost of the products is formed by the acquisition cost of the raw materials; due to limited quantity of the raw materials in the market and increase in prices, as well as continuously growing shipping costs, the net cost of the products rises. Due to poor climate conditions and regional turbulences procurement of the raw materials becomes more complicated, the production cycle is disturbed, larger amounts of the raw materials have to be accumulated, turnover of inventories is diminished, storage costs grow, and the need of working capital increases.

The risk is controlled by continuous analysis of the market and planning of changes in prices of raw materials. The main supplier of the raw materials is the shareholder “Eurochem“ MCC. Purchase and shipping of the raw materials is continuously planned. The procedures of selection and evaluation of suppliers are implemented and active. Several potential suppliers are selected for each type of the raw materials.

The decrease in profitability experienced in 2006 was mostly caused by increase in prices of the main raw materials: sulphur, ammonia and a phosphoric raw material – phosphorite.  The acquisition cost of the main raw materials increased from 9 to 28 percent during 2006, depending on the type of raw materials. The net cost of the raw materials and materials with regard to its value in 2006 was by 62 731 thous. of LTL higher than in 2005.

During the accounting period more phosphoric raw material from Morocco was used, containing less active material; its base price and shipping costs are much higher in comparison with the apatite supplied by the enterprise of “Eurochem“ MCC group. The acquisition cost of ammonia grew due to several objective reasons: because of high gas prices and increasing demand. The average global prices were by 2 – 5 percent higher than in 2005 with regard to the index; transportation by railroad through Belarus and Lithuania became more expensive; since 2006 no preferential tariff of 2 percent is applied in the EU with regard to ammonia that is imported to the EU from the third countries.  Last year the customs rate for ammonia amounted to 5,5 percent of the value of the imported cargo. The acquisition cost of sulphur grew due to indexation of the railroad tariffs.

Risk of foreign currency exchange fluctuation. Since trading of DAP is performed in the US Dollars, there is a risk related to unfavourable fluctuation of the US Dollar with regard to the national currency. The risk is controlled by adjusting the currencies of income and expenses, and by paying for the raw materials and shipping in the US Dollars. This risk is not very significant for the company, since only 10 percent of the received US Dollars have to be sold to cover the company’ current liabilities in the national currency.

Bank loans. “Lifosa” AB had no financial liabilities to financial institutions as of December 31, 2006.
Social risk factors

The company employs highly qualified employees and engineers who ensure the quality of the product and implementation of technological innovations. In 2006 the fluctuation of personnel amounted to 10,4 percent of all employees. 

There are 3 trade unions active in the company – the Workers’ Union, the Engineers’ Union and the Independent Union.

Ecological risk factors

Table 30.1. Summary of the environmental monitoring of “Lifosa” AB

	Indicator
	Year

	
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	MAP (maximum allowable pollution) into the atmosphere, in t/per year
	935
	1683
	2314
	2701
	3128
	3118
	3123
	3123
	2968

	Emissions into the atmosphere, in t/per year
	812
	1015
	1605
	451
	1260
	1650
	1809
	2206
	1868

	including:
	
	
	
	
	
	
	
	
	

	ammonia
	73,678
	34,590
	34,949
	15,885
	54,548
	52,907
	61,059
	56,669
	40,534

	carbon monoxide
	81,487
	38,946
	65,869
	17,307
	21,022
	41,446
	68,421
	62,340
	5,008

	nitrogen oxides
	60,082
	52,165
	64,802
	29,000
	64,617
	56,832
	59,459
	66,036
	66,214

	suspended solids
	143,138
	157,262
	152,830
	101,124
	174,322
	198,191
	188,471
	209,354
	114,753

	hydrogen fluoride
	37,590
	23,116
	16,728
	11,100
	11,117
	15,241
	9,325
	11,009
	12,408

	sulphur dioxide
	371,898
	666,805
	1244,708
	266,260
	919,592
	1271,423
	1412,274
	1791,584
	1620,388

	sulphuric acid
	35,177
	28,250
	9,724
	4,900
	7,380
	6,180
	3,622
	3,400
	3,968

	Effluents into the water, in t/per year
	632
	817
	954
	474
	893
	889
	868
	691
	880

	including:
	
	
	
	
	
	
	
	
	

	BDS7
	17,37
	22,97
	22,50
	16,00
	19,00
	7,96
	9,631
	9,950
	10,954

	Suspended solids
	30,05
	44,65
	38,30
	20,00
	35,60
	22,96
	18,419
	20,616
	23,146

	Total nitrogen
	21,52
	18,77
	22,50
	11,00
	19,35
	17,89
	23,343
	17,660
	19,105

	Total phosphorus
	34,38
	27,26
	11,50
	6,50
	10,88
	7,41
	11,727
	9,809
	5,103

	Fluorides
	2,83
	2,78
	4,70
	1,90
	5,80
	6,90
	7,611
	5,355
	8,866

	Sulphates
	403,51
	527,80
	606,30
	308,00
	522,10
	609,35
	621,486
	476,642
	575,287

	Chlorides
	122,49
	172,53
	247,90
	109,00
	279,70
	215,84
	174,827
	150,090
	237,044

	Oil products
	0,26
	0,17
	0,09
	0,26
	0,26
	0,17
	0,233
	0,281
	0,254

	Zink
	
	
	
	
	
	
	0,2610
	0,5160
	0,2770

	Cadmium
	
	
	
	
	
	
	0,0006
	0,0022
	0,0010

	Waste, in t/per year
	
	
	
	
	
	
	
	
	

	Phosphogypsum
	998680
	1372400
	1393340
	762807
	1511605
	1768010
	1826865
	1955982
	1976054

	Silicone gel
	2995
	4375
	2875
	1897
	3118
	2770
	4035
	4989
	7273

	Sulphur sludge
	492
	736
	369
	325
	612
	713
	713
	765
	783

	Natural resources:
	
	
	
	
	
	
	
	
	

	Consumption of natural gas, in thous. of m3
	6320
	7267
	7923
	7342
	9127
	10111
	9613
	10065
	5438

	River water, in thous. of m3
	3046
	3678
	5296
	4472
	5342
	5828
	5464
	5684
	5584

	Drinking water, in thous. of m3
	53
	79
	111
	127
	125
	127
	130
	128
	116

	Energy consumption:
	
	
	
	
	
	
	
	
	

	total, in mill. of kWh
	134,0
	140,2
	149,8
	104,5
	154,4
	176,8
	179,3
	196,2
	203,3

	generated locally, in mill. of kWh
	52,0
	59,8
	94,3
	67,6
	138,1
	167,4
	170,3
	200,1
	197,2

	Polluted wastewater, in thous. of m3
	2135
	2470
	2300
	1185
	1940
	1922
	2780
	2470
	2444

	Domestic effluents, in thous. of m3
	53
	79
	111
	127
	125
	120
	119
	116
	91

	Financial data, in LTL/per year:
	
	
	
	
	
	
	
	
	

	Taxes:  Total
	614283
	546810
	437357
	182190
	447053
	589561
	688245
	820631
	749184

	for the atmospheric pollution
	525036
	460529
	314883
	117853
	352481
	494161
	564175
	701921
	649436

	for the water pollution
	68306
	60687
	44924
	30826
	57642
	53153
	83170
	74904
	58017

	for the resources
	20941
	25594
	38183
	33511
	36930
	42247
	40900
	43806
	41731

	Manufacture of mineral fertilisers, 100%, in thous. of t
	313,8
	390,4
	384
	204
	420
	475
	474
	484
	501

	Manufacture of sulphuric acid, mnh, in thous. of t
	619
	800
	809
	465
	874
	1003
	1019
	1092
	1118


“Lifosa” AB implemented the Environmental Management System, which is certified according to the requirements of the ISO 14001 standard. Following the assumed Environmental Policy and in performing its economical activities the company methodically controls the environmental impact and strives for its reduction. The company provides the environmental information about the environmental impact caused by its activities, the environmental performance and its continuous improvement. The environmental impact caused by the company has been evaluated according to the following factors:

Emissions into the atmosphere

The monitoring and measurements of the pollutants discharged into the atmosphere from the stationary pollution sources are performed in accordance with the schedule coordinated with the Kaunas Regional Environmental Protection Department (EPD). During 2006 484 measurements were performed in the stationary pollution sources. No nonconformities with the standards established in the IPPC (Integrated Pollution Prevention and Control) permit were identified. According to the data of the pollutant inventory 1868 t of hazardous materials were discharged into the atmosphere from the stationary pollution sources during 2006. In comparison with 2005 discharge of pollutants was reduced by 338 t. The comparative discharge of pollutants (in kg/t of the product) into the atmosphere and water do not increase due to growing manufacture volumes of mineral fertilisers.
Impact on ambient air

The monitoring of the impact on ambient air is performed in accordance with the Program for the period of 2006 – 2010, coordinated by the Environmental Protection Agency. The monitoring is performed by the Environmental Protection Division of the company on the basis of the permit to perform measurements issued by the Ministry of Environment of the Republic of Lithuania. The results of the monitoring of ambient air are compared with the limit values of the pollutant concentration according to the Lithuanian Hygiene Norm 35:2002; no nonconformities were identified during the accounting period. 

Effluents to water

The company monitors the effluents in accordance with the Control Plan of Effluents and Surface Water coordinated with the Kaunas Regional EPD. The measurement results are compared with the maximum allowable concentrations (MAC) established in the IPPC permit. The allowable pollution limits (in t/per year) were not exceeded. 

Monitoring of groundwater

The monitoring of groundwater is performed in accordance with the Groundwater Monitoring Program for the period of 2006 – 2010, approved by the Lithuanian Geology Office. After having analysed the groundwater in boreholes present within and outside the sanitary area of the company, it was determined that the values of controlled pollution factors are close to the background ones. 

Compliance with the legal and other requirements

The legal and other requirements with regard to environmental protection are complied with, the obligatory instructions are accomplished.

The Analysis Division of the Kaunas Regional Environmental Protection Department analysed 240 reference effluents and measured 25 reference pollutants discharged into the atmosphere from the stationary pollution sources. No nonconformities of the emissions into the atmosphere with the standards of the IPPC permit were identified. 

In the effluents 2 excess concentrations of sulphates were identified. The Environmental Research Department of the Environmental Protection Agency performed reference analysis of heavy metals and VOCs (Volatile organic compounds) in the effluents (total 11 analyses). No nonconformities with the standards were identified.

The Kėdainiai Regional Environmental Protection Agency performed 5 inspections on compliance with the requirements of the IPPC permit and other normative documents. Minor violations were identified and eliminated immediately. The State Analytical Control Division of the Kaunas Regional EPD performed 1 audit of the laboratory operations. No nonconformities were identified. 

Improvement of the environmental aspects.

The following measures have been implemented for improvement of the environmental aspects: a stationary shelter has been mounted in the warehouse of sulphur for reduction of dust; a bag filter has been installed and implemented in the phosphates division; an embankment for water collection has been equipped; a thermal utilisation installation is under construction for efficient utilisation of process heat.  

Inquiries and complaints of the interested parties

No inquiries or complaints from the third parties were registered in 2006.

Conditional auditor‘s opinion

The auditors of the company expressed their conditional opinion with regard to the company’s financial statements as of 2006.

“Validation of the Conditional opinion

Some fixed tangible assets are accounted at the acquisition cost reduced by the amount of accumulated depreciation and corrected due to indexation, using the indexation rates established by the Government of the Republic of Lithuania in 1992 – 1995. These fixed tangible assets and the company’s share capital were not accounted using the unit of measuring at the balance sheet date (i.e. corrected in accordance with the general price index, by revealing the changes in purchasing power), as required by the IAS No. 29 “Financial Reporting in Hyperinflationary Economies”. It was not possible to evaluate the financial impact caused by non-compliance with this standard.

Conditional opinion

In our opinion, the financial statements present fairly and correctly the financial position of the company as of December 31, 2006 and the results of its operations and its cash flows for the same period, in accordance with the International Accounting Standards approved by the European Union, with the exception of the impact of correction, if it had been calculated considering the issue indicated in the above Validation of the Conditional opinion”. 

31.
Termination or reduction of production volume that has caused or is causing material impact upon the performance of the issuer during the last two financial years 

In 2005 – 2006 the company did not experience any termination or reduction of production volume that had caused material impact upon the performance of the issuer.

32.
Patents, licences and contracts

In 2006 “Lifosa“ AB concluded 1 075 commercial and financial agreements (1 088 were concluded in 2005).

The company possesses the licenses to generate, distribute and supply electrical energy.

The trademark of “Lifosa“ AB is patented.

33.
Legal proceedings and third party (arbitration) trials

There were no court (arbitration) proceedings, which might have caused an impact upon the financial status of “Lifosa” AB in 2006.  

34.
Personnel

The company employs highly qualified employees who ensure the quality of the product and implementation of technological innovations. At the end of 2006 the number of the company’s employees amounted to 1 030 (in 2005 – 1 051). The average age of the employees is 44 years. 

In 2006 the fluctuation of personnel amounted to 10,4 percent of all employees. The managers and specialists constituted 18,8 percent of all employees. 

Table 34.1. The average number of the personnel enrolled in 2004 - 2006

	
	2006
	2005
	2004

	Number of employees
	1 039
	1 049
	1 052


Table 34.2. 
The average monthly salary in the company in 2003 - 2006

	Personnel
	2006
	2005
	2004

	
	Average number of personnel enrolled
	Average monthly salary
	Average number of personnel enrolled
	Average monthly salary
	Average number of personnel enrolled
	Average monthly salary

	Managers
	116
	4 669
	106
	4 816
	101
	4 114

	Specialists
	80
	3 005
	92
	2 917
	92
	2 068

	Workers
	843
	2 087
	851
	1 762
	859
	1 469

	
	1 039
	2 444
	1 049
	2 213
	1052
	1 776


Table 34.3. Grouping of the personnel according to the educational background in 2003 - 2006

	
	2006
	2005
	2004

	personnel having university education
	170
	163
	161

	personnel having vocational education
	213
	222
	235

	personnel having secondary education
	526
	538
	514

	other
	130
	126
	142

	Total
	1 039
	1 049
	1 052


35.
Investment policy

There were neither enterprises wherein the issuer had invested more than 30 percent of own authorized capital, nor enterprises, in the authorized capital of which the issuer's part comprised more than 30 percent as of December 31, 2006.

Table 35.1. The major investment projects implemented by the company in 2004 - 2006

	Name of the investment project
	Put into operation
	Invested from the beginning of the investment project, in thous. of LTL

	Construction of the cleaning filter of phosphoric acid
	2004
	1 719

	The unit for milling of phosphorites
	2004
	4 626

	Construction of the new supplementary reactor in the Phosphoric Acid Plant
	2005
	4 856

	Acquisition of the heat-exchanger EDMESTON and mounting thereof in the Sulphuric Acid Plant
	2005
	1 189

	Acquisition of 4 quarry dumpers VOLVO A40D 
	2006
	4 002

	Reconstruction of the storage facilities of sulphuric acid No. 1 and No. 2
	2006
	1 563

	Improvement of the automation system in the Phosphoric Acid Plant
	2006
	1 380


Planned investments.

The projects of “Modernisation of Process Absorption of the Sulphuric Acid Plant” and “Replacement of the Surface Condensers of the Phosphoric Acid Plant by the Barometric Ones” are going to be accomplished in 2007.

2007 – The implementation of the project of acquisition and mounting of a 6 MW gas turbine for power generation is planned for 2008.
The possibility to increase the production volumes of feed phosphates from 80 thous. of tons per year to 150 thous. of tons per year, by launch of the new feed phosphates plant and closing the old one, is discussed. 

Modernisation of collection of the surface effluents is planned, by their re-utilisation in manufacture process.  It will allow to reduce the taxes for usage of natural resources and the tax for pollutant emissions into the atmosphere.

36.
Competitors

The company has no competitors in the Lithuanian market.

The main competitors in the area of diamonium phosphate in Europe are: Groupe Chimique Tunisien (Gabes Plant, Tunisia), Office Cherifien des Phosphates (Jorf Lasfar and Safi Plants, Marocco), Phosagro (Cherepovec, Voskresensk and Balakov Plants, Russia), Fertiberia SA (Huelva Plant, Spain).

The main competitors in the area of feed phosphates in the European market are: Tessenderlo Group (plants in Holland, Belgium and Italy), Timac Industries (plants in France, Spain and Tunisia), Kemira GrowHow (Finland), Ercros (Spain), Phosagro (Russia).

37.
Dividends paid
No dividends were paid by “Lifosa” AB for the financial years 2000 – 2006.

V.
FINANCIAL STATUS

38.
Financial statements

The financial statements of “Lifosa” AB were prepared in accordance with the International Accounting Standards.

38.1.
Balance Sheet, in thous. of LTL

	
	2006-12-31
	2005-12-31
	2004-12-31

	
	
	
	

	Assets
	
	
	

	Fixed Assets
	
	
	

	Fixed tangible assets 
	234 919
	215 585
	221 361

	Fixed intangible assets
	295
	275
	202

	Deferred income tax assets
	1 804
	1 058
	4 500

	Other amounts receivable
	11 621
	7 460
	5 069

	
	248 639
	224 378
	231 132

	Current assets
	
	
	

	Inventories
	48 757
	68 282
	34 466

	Trading and other amounts receivable
	112 965
	93 459
	46 660

	Financial assets accounted at fair value through the profit (loss) report.
	287
	14 698
	

	Cash and cash equivalents 
	24 736
	11 113
	8 217

	
	187 557
	187 552
	89 343

	Total assets
	436 196
	411 930
	320 475

	
	
	
	

	Shareholders’ equity
	
	
	

	Share capital
	210 206
	210 206
	210 206

	Share premium
	80
	80
	80

	Legal reserve
	10 873
	6 798
	4 793

	Profit (loss) brought forward
	170 623
	137 478
	57 967

	Total shareholders’ equity
	391 782
	354 562
	273 046

	
	
	
	

	Liabilities
	
	
	

	Long-term liabilities
	
	
	

	Loans
	
	
	12 997

	
	
	
	12 997

	Short-term liabilities
	
	
	

	Profit tax liabilities
	4 600
	10 194
	

	Loans
	
	
	7 211

	Trading and other amounts payable
	35 722
	47 174
	27 221

	Subsidies
	4 092
	
	

	
	44 414
	57 368
	34 432

	Total liabilities
	44 414
	57 368
	47 429

	Total shareholders’ equity and liabilities
	436 196
	411 930
	320 475


38.2.
Profit (Loss) Report, in thous. of LTL

	
	2006
	2005
	2004

	
	
	
	

	Sales income
	682 466
	603 865
	524 618

	Sales cost
	(574 753
	(455 315)
	(434 399)

	
	
	
	

	Gross profit
	107 713
	148 550
	90 219

	
	
	
	

	Sales and appropriation expenses
	(29 369)
	(33 563)
	(35 300)

	Administration expenses
	(23 766)
	(25 130)
	(17 344)

	Net profit (loss) from foreign currency transactions
	(10 860)
	5 126
	(199)

	Other income
	544
	175
	9 433

	
	
	
	

	Profit (loss) from operations
	44 262
	95 158
	46 809

	
	
	
	

	Income of interest for short-term deposits
	1 267
	774
	32

	Expenses of financial activities
	
	(780)
	(5 494)

	Share of profit (loss) of the subsidiary and associated enterprise
	
	
	(373)

	
	1 267
	(6)
	(5 835)

	
	
	
	

	Profit before taxes
	45 529
	95 152
	40 974

	
	
	
	

	Income tax
	(8 309)
	(13 636)
	4 500

	
	
	
	

	Net profit
	37 220
	81 516
	45 474

	
	
	
	

	Profit (loss) per share (LTL)
	1,77
	3,88
	4,27


38.3.
Cash Flows Statement, in thous. of LTL

	
	2006
	2005
	2004

	
	
	
	

	cash flow from ordinary activities
	
	
	

	Cash flow from ordinary activities
	56 985
	73 034
	5816

	Interest paid
	
	(780)
	(2 580)

	Profit tax paid
	(15 461)
	
	

	Net cash flow from ordinary activities
	41 524
	72 254
	3 236

	
	
	
	

	Cash flow from investing activities
	
	
	

	Purchase of fixed tangible assets
	(46 956)
	(22 957)
	(10 207)

	Income from sale of fixed tangible assets
	225
	430
	5 343

	Income from sale of the associated enterprise
	3 152
	2 637
	20 037

	Purchase of securities
	(287)
	(14 543)
	

	Loan granted for the related party
	
	(14 717)
	

	Sale of securities
	14 698
	
	

	Net cash flow from investing activities
	(29 168)
	(49 150)
	15 173

	
	
	
	

	Cash flow from financing activities
	
	
	

	Loans repaid
	
	(20 093)
	(10 331)

	Income of interest for short-term deposits
	1 267
	
	

	Payments of finance lease
	
	(115)
	(127)

	Net cash flow from financing activities
	1 267
	(20 208)
	(10 458)

	
	
	
	

	Net increase (decrease) in cash and cash equivalents 
	13 623
	2 896
	7 951

	
	
	
	

	Changes in cash and cash equivalents
	
	
	

	At the beginning of the year
	11 13
	8 217
	266

	Net increase (decrease)
	13 623
	2 896
	7 951

	Cash and cash equivalents at the end of the year
	24 736
	11 113
	8 217


38.4.
Statement of Changes in Equity, in thous. of LTL

	Company
	Share capital
	Share premium
	Legal reserve
	Profit (loss) brought forward 
	Total

	
	
	
	
	
	

	Balance as of December 31, 2003
	97 894
	80
	4 793
	12 493
	115 260

	
	
	
	
	
	

	Increase in the share capital
	112 312
	
	
	
	112 312

	The net profit of the year 
	
	
	
	45 474
	45 474

	
	
	
	
	
	

	Balance as of December 31, 2004
	210 206
	80
	4 793
	57 967
	273 046

	
	
	
	
	
	

	Transferred to the legal reserve
	
	
	2 005
	(2 005)
	

	The net profit of the year 
	
	
	
	81 516
	81 516

	
	
	
	
	
	

	Balance as of December 31, 2005
	210 206
	80
	6 798
	137 478
	354 562

	
	
	
	
	
	

	Transferred to the legal reserve
	
	
	4 075
	(4 075)
	

	The net profit of the year 
	
	
	
	37 220
	37 220

	
	
	
	
	
	

	Balance as of December 31, 2006
	210 206
	80
	10 873
	170 623
	391 782


39.
Comments on the financial statements

The comments on the financial statements of “Lifosa” AB are provided together with the Annual Prospectus – Report (Annex 1 – “Lifosa” AB. Financial Statements, Annual Report and Independent Auditor's Report. December 31, 2006, page 9 - 26.).

40.
Annual report

The annual report of “Lifosa” AB is provided together with the Annual Prospectus – Report (Annex 1 – “Lifosa” AB. Financial Statements, Annual Report and Independent Auditor's Report. December 31, 2006, page 27 - 35.).

41.
Information about the audit

The Balance Sheet of “Lifosa” AB as of December 31, 2006 and the related Profit (Loss) Report, Statement of Changes in Equity, Cash Flows Statement, and the Summary of Significant Accounting Policies and other Explanatory Notes for the year 2006 were audited, and the company’s Annual Report for the year 2006 was read by the auditor of “PricewaterhouseCoopers“ UAB Ms. Ona Armalienė (Auditor Certificate No. 000008).

Information about the audit company that performed the audit

	Address
	J. Jasinskio str. 16B, LT-01112 Vilnius

	Enterprise register number
	111473315

	Phone
	(8~5) 239 2300
	Fax
	(8~5) 239 2301

	E-mail
	vilnius@lt.pwc.com
	Web page
	www.pwc.com/lt 


The audit was performed according to the International Accounting Standards.

The audit was accomplished on April 11, 2007.

The Auditor’s Report is provided together with the Annual Prospectus – Report (Annex 1 – “Lifosa” AB. Financial Statements, Annual Report and Independent Auditor's Report. December 31, 2006, page 3 - 26.). 

VI.
INFORMATION ABOUT THE ISSUER’S MANAGEMENT BODIES

“Lifosa” AB has the General meeting of the shareholders, the sole management body - the Manager of the Company (the Managing Director), and the collegial management body – the Board. There is no Board of Observers in the company.

The Boards is elected by the General meeting of shareholders for the period of 4 years. The Board of the company is composed of 5 members.

The Board of the Company is responsible for appointment and recall of the Manager of the Company, establishment of his/her salary, approval of his/her functional regulations, as well as imposition of penalties.

42.
Members of the management bodies

42.1.
Position, names and data with regard to the share of the issuer’s authorized capital available

Table 42.1.1. Members of the Board and Administration of the company

	Name
	Position
	Share of the capital / votes available, in percentage

	The Board

	Aleksandr Tugolukov, passport 3269613
	The Chairman (since 2007-04-27)
	-

	Since 2007-04-20 Valerij Rogalskij, passport 51 No. 0949088
	Member
	-

	Stanislav Duriagin, passport 2902539821
	Member
	-

	Jonas Dastikas, personal ID No. 34803170202
	Member
	0,10

	Regvita Ivanovienė, personal ID No. 46611080915
	Member
	0,005

	Till 2007-04-05 Kiril Kravchenka, passport 51 No. 2289913
	The Chairman
	-

	The Administration

	Jonas Dastikas, personal ID No. 34803170202
	The Managing Director
	0,10

	Regvita Ivanovienė, personal ID No. 46611080915
	The Finance Manager
	0,005


42.2.
Data about members of the Board, the Head of the Administration and the Finance Manager.

Aleksandr Vladimirovich Tugolukov (born in 1962) – the Chairman of the Board. Graduated from the Chemical Technology Institute of F.E. Dzerzhinskij in Dnepropetrovsk. From 1984 to 1994 worked as an Engineer and Deputy Technical Manager in “Stirol Concern” of Gorlovsk (Ukraine). In 1994 was appointed the Technical Manager. Since 2001 - the Chief Vice-President for Technologies Development. Since October, 2003 works as the Technical Manager of Mineral and Chemical Company “EuroChem“.   

Jonas Dastikas (born in 1948) – the Managing Director, member of the Board. Graduated from Kaunas Polytechnic Institute as an engineer of machinery and devices of chemical industry. Since March 1, 1991 – the Technical and Production Manager of the Chemical Plant; since November 7, 1995 – the Director of “Fostra” AB; since January 1, 1998 – the Technical Manager of “Lifosa” AB; since May 1, 1998 - the Managing Director of “Lifosa” AB.

Regvita Ivanovienė (born in 1966) – the Finance Manager, member of the Board. Graduated from Vilnius University as an economist. Since July 1, 1998 – the Chief Treasurer of “Lifosa“ AB; since February 10, 2003 – the Finance Manager of “Lifosa“ AB.

Valerij Vladislavovich Rogalskij (born in 1968) – a member of the Board. Graduated from the Automation and Computing Mechanisms Faculty of Moscow Energetics Institute. Since 1996 worked as the Business Manager in the Company – Holding of Manufacture, Forwarding and Distribution of Fertilisers “V.T.I. Group“. Since November, 2002  - the Head of the Fertilisers Sales Board of the Mineral and Chemical Company “EuroChem“; since January, 2004 – the Sales Manager. 

Stanislav Olegovich Duriagin (born in 1977) – a member of the Board. University-vocational education. From 2000 to 2005 worked in the legal departments of the oil refineries TNK and TNK-BP. Since January 1, 2005 works as the Senior Specialist in the Department of Corporate Affairs of the Mineral and Chemical Company “EuroChem“.

Kiril Kravchenka – the Chairman of the Board (till 2007-04-05). Graduated from the Social Sciences Faculty of the Moscow State University, and the Great Britain Open University; the major field - financial management. An Aspirant of Social Sciences. From 1996 to 2000 worked a consultant of personnel affairs. Since 2000 – the Deputy Personnel Manager of “Jukos” ZAO. Since 2002 – the Personnel Manager of the oil extraction company “Tomskneft” OAO controlled by “Jukos” ZAO. Since 2004 – the Personnel Manager of “Jukos” ZAO. Since December, 2004  - the Administrative Manager of “EuroChem“ ZAO.

42.3.
Data about participation in the activities of other companies, enterprises and organisations (name of the company, enterprise or organisation, and position held); the share of the capital and votes over 5 percent, held in other enterprises (percentage)

 Table 42.3.1. Participation in the activities of other companies, enterprises and organisations by the members of the Board and Administration of the company

	Name
	Name of the organisation, position held

	Aleksandr Tugolukov
	The Technical Manager of the company “EuroChem“

	Stanislav Duriagin
	The Head of the Department of Corporate Affairs of the company “EuroChem“

	Kiril Kravchenka
	The Administrative Manager of the company “EuroChem“

	Valerij Rogalskij
	The Sales Manager of the company “EuroChem“

	Jonas Dastikas
	-

	Regvita Ivanovienė
	-


42.4.
Data about the effective conviction of the members of the management bodies for the crimes against property, economic order and finance 

The members of the management bodies of the company do not have the effective conviction for the crimes against property, economic order and finance.

42.5.
Data about the beginning date and the end date of the term of office of each member of the management bodies

Table 42.5.1. The beginning date and the end date of the term of office of members of the company’s Board

	Name
	The beginning date of the term of office
	The end date of the term of office

	Jonas Dastikas
	2004-04-23
	2008

	Aleksandr Tugolukov
	2004-11-03
	2008

	Regvita Ivanovienė
	2004-12-21
	2008

	Stanislav Duriagin
	2005-04-22
	2008

	Kiril Kravchenka
	2006-04-25
	2007-04-05

	Valerij Rogalskij
	2007-04-13
	2008


43.
Information about payments and loans granted to the members of the management bodies

43.1.
information about the total amounts of salaries, tantiemes and other payments made by the issuer during the accountable period from the profit 

The members of the Board who received payments related to labour relations – the Managing Director and the Finance Manager of the company. Other members of the Board did not receive any payments. Neither members of the Board, nor members of the Administration of the company received tantiemes or other payments.

Table 43.1.1. Payments made to members of the Administration of the company

	
	Salaries paid, in LTL
	Tantiemes, in LTL

	To members of the Administration (the Managing Director, the Administrative Manager, the Technical Manager, the Finance Manager and the Chief Accountant)
	1 385 098
	-


Continuation of Table 43.1.1. 
	
	Salaries paid, in LTL
	Tantiemes, in LTL

	Average amount per member of the Administration
	277 020
	-

	To members of the Board
	931 869
	-

	Average amount per member of the Board
	465 935
	-


43.2.
The amounts of salaries, tantiemes and other payments made during the accountable period from the profit to members of the Board and the Administration of the issuer

None.

43.3.
The loans granted to members of the management bodies over the accountable period, guarantees and warranties given with respect to fulfilment of their obligations

None.

44.
Transactions with the interested parties

The company is controlled by the “Mineral Chemical Company Eurochem“ (Russia), owning 91,15 percent of the company‘s shares. 

The major shareholders of the “Mineral Chemical Company Eurochem“ are Mr. Andrej Melnichenko and Mr. Sergej Popov, controlling 50 percent of the shares of the company each. In December, 2006 Mr. Andrej Melnichenko and Mr. Sergej Popov signed the agreement containing the provision that, upon compliance with the legal requirements, Mr. Andrej Melnichenko becomes the sole shareholder of the “Mineral Chemical Company Eurochem“.

Other interested parties are the “Eurochem” Group and the Management of the company.

Table 44.1. Transactions with the interested parties in 2006, in thous. of LTL

	
	Sales
	Purchases

	“Eurochem Trading GmbH“
	296 524
	222 159

	”Harvester Shipmanagement Ltd”
	-
	39 609

	Total
	296 524
	261 768


The interested parties belong to the “Eurochem“ group. The transactions between the interested parties include the purchase of the raw materials (“Eurochem Trading GmbH“) and the sale of the products (“Eurochem Trading GmbH“).

Table 44.1. The balances of the transactions with the interested parties as of 2006-12-31, in thous. of LTL

	
	Amounts receivable and advance payments
	Amounts payable

	“Eurochem Trading GmbH“
	63 690
	4 017

	“Harvester Shipmanagement Ltd”
	-
	2 192

	“Eurochem A.M. Limited“
	13 669
	-

	Total
	77 359
	6 209


The balances of the amounts receivable and advance payments include the amounts receivable for the products sold (“Eurochem Trading GmbH“) and the loan granted (“Eurochem A.M. Limited”). The balances of the amounts payable include the amounts payable for the raw materials purchased.

VII.
UPDATED AND ESSENTIAL EVENTS OF THE ISSUER’S ACTIVITIES, THE PERSPECTIVES THEREOF

45.
Updated events of the issuer’s activities

On March 22, 2007 the Chairman of the Board Mr. Kiril Kravchenko announced about his resignation from the position of the Chairman and member of the Board in 14 days prior to resignation, according to the procedure established by the Law on Companies. 

The decisions made in the General meeting of the shareholders held on April 26, 2007: 

1.
To consider the Auditor’s opinion presented in the report of the company‘s auditor, while approving the company’s Annual Financial Statements for 2006. 

2.
To support the company’s Annual Report for 2006, and to approve the company’s Annual Financial Statements for 2006.

3.
To approve the appropriation of the net audited profit (according to the IAS) as follows:

1)
profit brought forward of the previous financial year at the end of the accounting financial year









133 402 thous. of LTL

2)
net profit of the accounting financial year 





37 220 thous. of LTL

3)
profit (loss) of the accounting financial year not recognized in the Profit (Loss) Report 








0

4)
transfers from reserves 







0 

5)
shareholders’ contributions for covering losses of the company 




0 

6)
total profit to be appropriated







170 623 thous. of LTL

7)
the profit share appropriated to the legal reserve





1 861 thous. of LTL

8)
the profit share appropriated to the reserve for acquisition of own shares




0 

9)
the profit share appropriated to other reserves






0

10)
the profit share appropriated for the dividends 





0

11)
the profit share appropriated for the annual payments (tantiemes) to the members of the Board, bonuses to the employees and other purposes 





0

12)`
profit brought forward at the end of the accounting financial year that is brought forward to the next financial year  







168 762 thous. of LTL

4.
To accept the “PricewaterhouseCoopers“ UAB as the audit company for the year 2007, after having coordinated the auditors (natural persons) of the company with the Lithuanian Securities Commission. To authorize the Managing Director of the company to conclude the Service Agreement with the audit company under the following remuneration terms for the services offered: the payment amount agreed between the Parties should not exceed 120 thous. LTL, VAT excluded. 

5.
To accept the resignation of the Chairman of the Board Mr. Kiril Kravchenko. To elect Mr. Valerij Rogalskij, the Sales Manager of the Russian Company “EuroChem”, to members of the Board. To determine that the authorization of Mr. V. Rogalskij as a member of the Board will be validated after the General meeting of the shareholders. 

6.
To amend the clauses of the Statute of the Company as proposed by the Board, include the amendments into the new edition and approve them. Considering the amendments of the Statute of the Company, to approve the new edition of the Statute of the Company. To authorize and delegate Mr. Jonas Dastikas, the Managing Director of the company and/or any other person appointed by him to sign the amended edition of the Statute of the Company, and to sign and submit all other relevant documents and take all the necessary actions related to the registration of the amendments made in the Statute of the Company and the new edition thereof in the Register of the Legal Entities of the Republic of Lithuania. 

On April 27, 2007 the Board of “Lifosa” AB appointed a member of the Board Mr. Aleksandr Tugolukov the Chairman of the Board of the company.

46.
Essential events of the issuer’s activities

The company’s not audited profit before taxes (according to the IAS) during January - March of 2006 amounted to 20 487 thous. of LTL, whereas the net profit amounted to 16 550 thous. of LTL. The company’s profit before taxes (according to the IAS) during January - March of 2005 amounted to 27 620 thous. of LTL, whereas the net profit amounted to 27 620 thous. of LTL. The sales income during January - March of 2006 amounted to 176,255 thous. of LTL, whereas the sales income of the same period in 2005 amounted to 159,052 thous. of LTL.

During the General meeting of the shareholders of “Lifosa” AB, held on April 25, 2006, the Auditor’s Report with regard to the company’s Annual Financial Statements and Activities Report for 2005 was approved, as well as the Activities Report of 2005 and the Annual Financial Statements of 2005 issued according to the IAS. The appropriation of the net profit of 2005 was approved as follows:

1)
profit brought forward at the beginning of the economical year amounted to 55 961 773 LTL;

2)
the net profit of the economical year 2005 amounted to 81 516 021 LTL;

3)
transfers from reserves amounted to 0 LTL;

4)
the shareholders’ contributions for covering losses amounted to 0 LTL;

5)
profit to be appropriated amounted to 137 477 794 LTL;

6)
appropriation of the profit to the legal reserve amounted to 4 075 801 LTL;

7)
the profit share appropriated to the reserve for acquisition of own shares amounted to 0 LTL;

8)
the profit share appropriated to other reserves:

for charity – 1 164 843 LTL

for social needs – 104 400 LTL

for investments – 36 711 970 LTL;

9)
the profit share for the dividends amounted to 0 LTL;

10)
the profit share for payment of annual payments (tantiemes) to the members of the Board, bonuses to the employees and other purposes amounted to 0 LTL;

11)
profit brought forward to the next economic year amounted to 95 420 780 LTL.

During the meeting “PricewaterhouseCoopers” UAB was approved as the audit company of “Lifosa” AB for 2006. Resignation of the Chairman of the Board Mr. A.P. Markarian was accepted; the Administrative Manager of the Russian company “EuroChem” was appointed a new member of the Board.

On December 11, 2006 “Lifosa” AB, the Ministry of Economy of the Republic of Lithuania and the State Enterprise Lithuanian Business Support Agency signed the Agreement on allocation of the EU Structural Funds Support for the Project “Utilization of the Local Energy Resources and the Renewable Energy Resources from the Sulphuric Acid Plant for Power Generation”. The Agreement stipulates the support of 5 940 thous. of LTL from the EU Regional Development Foundation, and 60 thous. of LTL from the co-financing funds for implementation of the Project. “Lifosa” AB undertook to allocate up to 16 689 thous. of LTL for this purpose. The total value of the Project amounts to 22 689 thous. of LTL. The goal of the Project – to utilise up to 86 percent of the process heat discharged during the manufacture process of sulphuric acid for generation of thermal energy. More than 10 mill. of KWh of electrical energy per year will be additionally generated from the renewable energy resources.

47.
The strategy of the activities and the prospective changes thereof during the next financial (economical) year

In 2007 the company plans to increase the manufacture volumes of DAP by 2 percent, and to increase the manufacture volumes of monodicalcium phosphate by 8 percent. The manufacture volume of the main components of the product – phosphoric acid will increase be 4 percent, and 100 percent of the production capacity will be utilised for this purpose. The sales regions and quantity proportions will remain within the level of 2006, considering the seasonal factor, and giving preference to the geographically favourable European region. The investments planned in 2007 are as follows: 7,75 mill of LTL for accomplishment of the Project “Utilization of the Local Energy Resources and the Renewable Energy Resources from the Sulphuric Acid Plant for Power Generation”, and 12,1 mill of LTL for renovation of manufacture equipment of all the plants.

The goal of the company is to remain a competitive manufacturer of mineral phosphoric fertilisers, by overcoming fluctuations of the world market. In cooperation with the Management of “EuroChem” MCC increase of manufacture of feed phosphates up to 150 thous. of tons per year is planned, by putting a new plant into operation. Modernisation of collection of the surface effluents is planned, by their re-utilisation in manufacture process.  It will allow to reduce the taxes for usage of natural resources and the tax for pollutant emissions into the atmosphere. The company also is going to adapt one process line of the manufacture plant of complex phosphates for production of nitrogen-phosphorus-potassium (NPP) fertilisers.
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