INTERMEDIATE MANAGEMENT REPORT 

OF “ORGACHIM” JSC – ROUSSE AS OF 30 SEPTEMBER 2007
/according to the requirements of art. 100o, para 4, item 3 of POSA/
Orgachim JSC Rousse is the largest producer of paints, lacquers, adhesives and resins, and the sole producer of phthalic anhydride in Bulagaria. The company owns 12 trade marks including Fassagen, Alutin, Balkyd, Ruviplast, Vinakol, Hamelekon, Protecta, Mefisto, Leko, Blago, Interin and Emanel.

The main markets for its production are Bulgaria, Turkey, Greece, Romania, Egypt, countries from Central Europe, the Near East and the ex Soviet Republics. 
Orgachim has a significant share at the domestic market of paints and lacquers. Since the market of paints, lacquers and adhesives is extremely competitive and the preferences of the consumers are changeable, the flexibility of the company regarding the prompt reaction to changes is of vital importance for keeping and widening of the existing market share. These products are sold mainly on the basis of low price or high quality, but the created image and the trade mark, and the centralized distributor system are of importance too.
Orgachim will continue carrying out the long-term marketing strategy and especially the vast advertising campaign. A priority will be given to investment in market research, monitoring of the way Orgachim’s products are adopted by clients and the reaction of the competitors. 
The company uses the possibility for a circulating financing from the trade banks and it is a first-rate client of the banks.

Main factors are the limited character of overdue and bad receivables as well as renegotiated deferred payments to suppliers. 

During the third quarter of 2007 the company’s sales of final products and commodities are at the value of 950228 mln BGN that is 34% more than the third quarter of the previous year.  

The company realizes its production at the domestic market and exports. The share of the export for the third quarter of the year is 55 % of the total sales. The company ensured regular deliveries of the raw material for the production of phthalic anhydride that was a guarantee for continuous production process. 
The sales of the company can be grouped in two trends: sales of ready products and sales of commodities for the chemical industry.

Turkey, Romania, Egypt, countries from Central Europe and the Near East are the main markets for the commodities. In these countries Orgachim has established market positions of a proved Bulgarian producer.

The prices of the commodities are extremely fluctuating at the international stock exchanges and the difference commodity-final product is very dynamic.

 The incomes of final products sales are mainly from the domestic market.

The pricing policy, undertaken by the company at the beginning of 2007, stimulates merchants with its attractive preferential scheme and it manages to keep the consumer’s interest. The prices of the products are directly dependent on the market and its competitive power.

The results for the third quarter 2007 are presented in the Cost and Income Statement and the Balance Sheet of the company.

Important events as of 30 September 2007.

The Company has fully paid its liabilities on ZUNK at the amount of 13 703 thousand USD and 14 384 thousand BGN. As of 30 April 2007 Orgachim JSC hasn’t got any ZUNK liabilities to the State.

Information about the payments to the State:
	Payment
	2006
	2007

	Interest, in thousand USD
	4 458 
	663 

	Principal,  in thousand USD
	 
	8 582 

	Interest, in thousand BGN
	 4 885 
	    261 

	Principal, in thousand BGN
	 
	 9 238  

	Fully paid in thousand USD
	4 458  
	9 245 

	Fully paid in thousand BGN
	 4 885 
	 9 499 


The above mentioned payments were made by compensatory financial instruments (notes).
The Management Board considers of great importance for the company the resolution of the extraordinary general meeting of the shareholders from 8 February 2007 for prolongation with a year of the frame contract between Orgachim JSC and Policolor SA for providing services and selling goods from the production lists of both companies. The prolongation of the contract will allow continuing the regular deals between the companies without disturbing the production rhythm and keeping article 114, paragraph 1 of POSA.

Information about the deals with interested parties under art. 33, para 3 of Ordinance N 2/ 17.09.2003 for the prospects and disclosing of information by public companies and other issuers of securities.

Orgachim submits regularly information about the deals under the frame contract with Policolor SA according to article 114, para 1 of POSA. As of 30.09.2007 the following letters are sent through Extri to BSE and FSC:
Extri -27.02.2007 – FSC/BSE
Extri -12.03.2007 – FSC/BSE
Extri -19.03.2007 – FSC/BSE
Extri -28.03.2007 – FSC/BSE
Extri -11.04.2007 – FSC/BSE
Extri -21.04.2007 – FSC/BSE 
Extri -25.04.2007 – FSC/BSE
Extri -02.05.2007 – FSC/BSE
Extri -14.05.2007 – FSC/BSE
Extri -22.05.2007 – FSC/BSE
Extri -31.05.2007 – FSC/BSE 
Extri -07.06.2007 – FSC/BSE
Extri -18.06.2007 – FSC/BSE
Extri -25.06.2007 – FSC/BSE

Extri -09.07.2007 – КФН/БФБ

N 375-И-025/30.07.2007 – КФН/БФБ

N 375-И-029/02.08.2007 – КФН/БФБ

N 375-И-032/08.08.2007 – КФН/БФБ

N 375-И-034/15.08.2007 – КФН/БФБ

N 375-И-035/22.08.2007 – КФН/БФБ

N 375-И-036/30.08.2007 – КФН/БФБ

N 375-И-037/04.09.2007 – КФН/БФБ

N 375-И-042/13.09.2007 – КФН/БФБ

N 375-И-043/25.09.2007 – КФН/БФБ

In January 2007 Orgachim constituted a limited liability trade company “PROCONSTRUCT- EOOD” with the following address: 21 “Treti mart” blvd., and subject of activity: construction, trade and any other, non-prohibited by law. The single owner of the capital is Orgachim JSC. “PROCONSTRUCT-EOOD” is managed and represented by Ivan Sokolov.

With resolution N 2039/27 February 2007 The Supreme Administrative Court of Bulgaria, fifth body, CANCELLED the resolution N 45/09.03.2006 under the claim file N CPC 163/2005, under the inventory of the Commission for Protection of Competition, in the part, in which CPC imposed a sanction at the amount of 100 000 BGN to Orgachim JSC, Ruse, for breach of art. 30 of the Law on Protection of Competition.
The Supreme Administrative Court of Bulgaria – consisting of 5 members – II tribunal, with resolution N 7923 from 24.07.2007 remains/stands in force the resolution N 2039 from 27.02.2007, under the administrative case N 3385/2006 of the SAC. The resolution is not a subject to appeal. 
The management thinks there is no other event or risk that can influence significantly the financial situation and the results of the activity of the company.
The Annual General meeting of the Shareholders of the company was hold on 7 June 2007. The shareholders accepted the report for the activity of the company for 2006, the financial statements of the company for 2006, the report of the auditor of the company; released from responsibility the members of the Management and Supervisory board of the company for their activity in 2006, took a resolution to distribute the whole profit for 2006 at the amount of 8 095 000 BGN in the “Additional reserves” fund; chose BDO AKERO for a registered auditor for an audit of the annual financial statements of the company for 2007; accepted the proposed changes in the frame contract, signed between Orgachim JSC and Policolor and for that purpose authorized the Management Board and the Executive Director of the company under article 114, para 1 of POSA to sign the proposed Annex N 6 to the frame contract; and accepted changes in the Articles of Association of the company. 
The company has launched the following new products:

Leko Clean – disinfectant. Usage – for cleaning and disinfection of metal, wood, glass and plastic services that can be washed. Ready for use. Do not dilute.

Deko Professional Clean – disinfectant. – concentrate. Usage – for keeping hygiene in all fields. 

Deko Professional Dekolit – adhesive for aerated concrete blocks.

Silicate plaster – effective decorative plaster with potassium water glass and acrylic copolymer in water phase. It is used for exterior and interior coatings with drawn, scrawled and relief structure on lime-sand, lime-cement, concrete wall; for restoration of old buildings - monuments of culture. 

High resistant paint with auto gloss– for painting of surfaces from ferrous metals in systems for anticorrosion protection. Only for professional use.  
Water based wood stain – colouring water based liquid for furniture.  It is used for exterior painting of wood before lacquering.

Spirit based wood stain - colouring liquid for furniture.  It is used for exterior painting of wood before lacquering.

Water based furniture lacquer – based on water emulsion on 100 % acrylic copolymer. Used for new lacquering for restoration of furniture.  

Two-component primer for furniture – polyurethane primer; filling primer for wood, wooden surfaces and polystyrene surfaces.

Two-component enamel for furniture –acrilaturethane enamel.  Used for painting of wood, wooden surfaces and polystyrene surfaces. 
Lacquer for stone. Usage – for interior and exterior decorative lacquering of stone surfaces. It gives satin gloss to the surface.

DEKO FIX C1 T – cement-based hardening adhesive with reduced sliding. Usage – for plastering of ceramic wall/floor tiles for interior and exterior usage.

DEKOFLEX white plastering with fibres on cement base for EPS.

Fine white cement plastering 

Dry decorative plaster D1

Dry decorative plaster B2M

Orgachim JSC started the production of the following paints and lacquers of Policolor SA, Bucharest:

      - water dispersion paints  - 1000 Т /month;

      - alkyd paints: Еcolor – 100 T/month; Casa Bella – 200 Т/month;  Spor – 100 Т/month.

      - Wood lacquers /colorless, azure/ - 100 Т/month. 

Orgachim will put into operation an installation for drying of wet sand. The capacity of the installation is 3,5 t/hour. The installation is purchased from “SIKA 99”. With this installation Orgachim aims at decreasing the prime cost of the dry construction powders, produced by the company.
The aims of the management in a long-term plan include growing the market share, as well as entering other foreign markets through establishing new brands and product ranges and penetrating the European market. In order to fulfil its aims the Company opened offices in Torino, Italy, and Skopje, Macedonia and constituted limited liability companies in Italy, Ukraine, Serbia and Georgia.

           Orgachim JSC increased its market capitalization. During the third quarter of 2007 the price of a share of the company reached 680 BGN. The movement of the shares of the company for the last three months can be seen at the internet site of the company: http://www.orgachim.bg/pdf/3month.pdf On 13 June 2007 the Bulgarian Stock Exchange stopped the trade with the shares of the company because of non-fulfilling the obligation of the company for submitting financial quarterly reports on time. The reason for that is that we met great difficulties in the process of replacing the software used by the company.
The shares of the company are registered at the official market, segment B of the Bulgarian Stock Exchange. The company is included in the calculation of the exchange index SOFIX and BG40 of the Bulgarian Stock Exchange, that is the evidence for the investors’ trust. 

Awards, received by the company as of 30 September 2007:

     Orgachim got the award of the Bulgarian Industrial Association “IN – 5” for innovations and contribution to the development of Bulgarian economy.

In the annual rank list of “Euromoney” magazine for best managed company in Central and Eastern Europe for 2007 Orgachim got the first prize: “Best managed company  in Base materials sector”.
 Orgachim got the special prize for best Bulgarian producer in the construction business for 2006. The special award was announced at an official ceremony at the Spring Ball of the builders on 5 April 2007. The honorary diploma was awarded to Mr. Sokolov by Mrs. Ani Damyanova, the issuer of “1 to 1 in construction” magazine. 
Orgachim JSC got a golden medal and a diploma for Fire protective system Deko Professional at the Plovdiv Technical Fair 2007.

Important PR events as of 30 September 2007:
Orgachim JSC has given ecological paints for 24 giant eggs. “Paint the egg” art installation was organized in the garden of the National Assembly. The giant eggs, the size of a man, appeared in the garden days before Easter. Enthusiastic citizens of Sofia and children showed their talent and decorated the eggs with flowers, signs and boats. Same painting of 12 giant eggs was held in Bourgas. An unforgettable Easter mood from Orgachim. 
Orgachim officially supported and signed the European Road Safety Charter. The aim of that Charter is to fulfill the resolution of the European Union for reducing by half death cases at road accidents till 2010. Orgachim has taken the responsibility to appeal to its clients and partners for taking measures for road safety in Bulgaria. 

For a second successive year the company organized DEKO Professional regional competitions for the students from the vocational schools of construction and architecture. The motto of the competitions is “From the school bench to the Modern European Construction”. The program of the competitions includes theory test, application of silicone plasters, obligatory Spirit Effect and demonstrating Spirit Effect experience. The competitions were held in 27 regions of Bulgaria. The winners from the regional competitions took part in the national competition in June in Veliko Turnovo. Orgachim JSC gave a lot of prizes in different categories and medals. 

Executive Director:

                   




 /Ivan Sokolov/

