INTERMEDIATE MANAGEMENT REPORT 

OF “ORGACHIM” JSC – ROUSSE AS OF 30 SEPTEMBER 2008
/according to the requirements of art. 100o, para 4, item 2 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 2008 the company’s sales of final products and commodities are at the value of 109850 thousand BGN that is 15 % 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 54% 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 2008, 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 first half of 2008 are presented in the Cost and Income Statement and the Balance Sheet of the company.

Important events as of 30 September 2008.

As of 30.07.2008 Mr. Ivan Alexandrov Sokolov has been released from the position that he occupied – Executive Director of “ORGACHIM” JSC Rousse.
Mr. Boyko Shoylekov is appointed as interim Executive manager of the company.

There is a change in the Management Board of the company. The Supervisory Board released Mr. Ivan Sokolov as a member of the Management Board and chose Mrs. Cecilia Betsiu for a member of the Management Board.

The General Meeting of the Shareholders of “Orgachim” JSC released Mr. Silviu Sorin Mokanu from the Supervisory Board of the company and elected Mrs. Carmen Seghete for a member of the Supervisory Board. Mrs. Irena Mateeva Komitova and the chairperson WHITEBEAM HOLDINGS LIMITED, represented by Mr. Ion Alexander Florescu remain as members of the Supervisory Board. 

At a meeting of the Management Board of Orgachim JST, a decision was taken to restructure the company’s activity by splitting up the different types of production segments. The legal form of the split will be establishment of a new Company in accordance with the requirements of the Commercial Code. The new Company will include the phthalic and maleic anhydride production business.
Orgachim JSC has put into operation its own new workshop for production of thermal insulation boards (EPS). The workshop has machines and equipment for cutting, packing and recycling of the wastes. The technology allows production of thermal insulation boards (EPS) with a thickness from 20 mm to 100 mm and does not produce any waste. According to technologists, the qualitative characteristics of the product are exceptionally high.
The Supervisory Board of Orgachim JSC has decided to conclude a contract for bank investment credit with “UniCredit Bulbank” AD in the amount of 314 427 EUR. The aim of the credit is financing the implementation of an “Energy Efficiency” project. Approved project expected purchase: solar panels with a capacity of 140 kW; replacing some of the battery-powered forklifts used for transportation within the factory, with gas-powered forklifts as well as  replacing 3 old trucks with high energy consumption with 2 Iveco – Stralis trucks, holding a EURO 5 certificate; improving the efficiency of the artificial lighting in the workshops.

Orgachim JSC registered a patent for a useful model of its product – Removal, used for removing lacquer and paint coatings. 
The Management Board considers of great importance for the company the resolution of the extraordinary general meeting of the shareholders from 7 February 2008 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 31.12.2007 the following letters are sent through Extri, E-register and X3News to BSE, FSC and the public:
	First quarter
	Second quarter

	N 375-И-003/28.01.2008 – FSC/BSE
N 375-И-010/07.02.2008 – FSC/BSE
N 375-И-012/14.02.2008 – FSC/BSE
N 375-И-013/21.02.2008 – FSC/BSE
N 375-И-014/28.02.2008 – FSC/BSE/public 
N 375-И-016/06.03.2008 – FSC/BSE/public
N 375-И-017/13.03.2008 – FSC/BSE/public
N 375-И-018/19.03.2008 – FSC/BSE/public

	N 375-И-023/07.04.2008 - FSC/BSE/public
N 375-И-025/15.04.2008 – FSC
N 375-И-026/15.04.2008 – FSC/BSE/public 
N 375-И-027/22.04.2008 – FSC
N 375-И-028/22.04.2008 – FSC/BSE/public
N 375-И-032/30.04.2008 – FSC
N 375-И-035/30.04.2008 – FSC/BSE/public
N 290-И-041/08.05.2008 – FSC/BSE/public
N 290-И-042/08.05.2008 – FSC
 N 290-И-047/12.05.2008 – FSC
 N 290-И-048/12.05.2008 – FSC/BSE/public
N 290-И-051/17.05.2008 – FSC
N 290-И-054/17.05.2008 – FSC/BSE/public
N 290-И-055/19.05.2008 – FSC/BSE/public
N 290-И-056/19.05.2008 – FSC 

N 290-И-057/22.05.2008 – FSC
N 290-И-058/22.05.2008 – FSC/BSE/public
N 290-И-059/23.05.2008 – FSC/BSE/public
N 290-И-061/02.06.2008 – FSC/BSE/public
N 290-И-062/06.06.2008 – FSC/BSE/public
N 290-И-064/12.06.2008 – FSC/BSE/public
N 290-И-066/20.06.2008 – FSC/BSE/public
N 290-И-067/27.06.2008 – FSC/BSE/public

	Third quarter
	

	N 290-И-068/04.07.2008 – FSC/BSE/public
N 290-И-069/11.07.2008 – FSC/BSE/public 
N 290-И-070/18.07.2008 – FSC/BSE/public
N 290-И-071/28.07.2008 – FSC/BSE/public
N 290-И-076/01.08.2008 – FSC/BSE/public
N 290-И-077/08.08.2008 – FSC/BSE/public
N 375-И-083/15.08.2008 – FSC/BSE/public
N 375-И-085/25.08.2008 – FSC/BSE/public
N 375-И-087/01.09.2008 – FSC/BSE/public
N 375-И-091/08.09.2008 – FSC/BSE/public
N 375-И-092/15.09.2008 – FSC/BSE/public
N 375-И-093/19.09.2008 – FSC/BSE/public
N 375-И-094/26.09.2008 – FSC/BSE/public
	


Important events that took place after the end of the accounting period:

The Supervisory Board of Directors of Orgachim JSC Ruse appointed Mr. Achille Angelo Bardelli as the Company’s General Executive Director who will managed and represent the company.

Mr. Bardelli replaced Mr Boyko Penev Shoylekov, who acted so far as Company’s Interim Executive Director. Starting today, Mr Shoylekov will act as Company’s Deputy General Executive Director, with particular responsibility on the financial management of the Company.
There is a change in the Management Board of the company: Mr. Achille Angelo Bardelli is appointed for a member of the MB and Mrs. Cecilia Betiu is released as a member of the MB.

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 company has developed and launched the following new products:

1. Vinalkyd 620 PE – TALV-W -low viscose tixothropic, prior accelerated, orthophthalic, medium reactivity unsaturated polyester resin. Usage - Applied for production of articles from fibreglass, which has application in boat construction, household, construction and industry;
2. Vinalkyd 550 PE – TALV2 - Low viscose tixothropic, prior accelerated, orthophthalic, medium reactivity unsaturated polyester resin. Usage - Applied for production of articles from fibreglass, which has application in boat construction, household, construction and industry.

3. Epoxy resin EP-M – epoxy resin with low molecular mass. Usage – production of matrix of pane glass, hydrocarbon threads, etc.;
4. Polyurethane furniture lacquer UR-13 – two-component finishing lacquer. Usage – for protection and decoration of surfaces and products of solid wood, wood planes and veneer in the furniture industry; for children’s toys and furniture;
5. Pore filling polyurethane furniture lacquer UR-013 – colourless two-component lacquer. Usage – for pore filling priming of veneer wood surfaces in the furniture industry or products of solid wood; children’s toys and furniture before the finishing polyurethane lacquers;

6. Oil-remover – auxiliary product; mixture of non-aromatic hydrocarbons. Usage – for removing oil from metal and plastic details and clearing surfaces from oil stains, oil and other synthetic contaminants before subsequent processing;

7. Gelcoat G-35-W – tixothropic unsaturated polyester resin. Usage – for production of articles from glass panes requiring high chemical and mechanical stability and UV resistance. For outer decorative layout of articles from glass panes;
8. Dizobutylphthalate – polyester plasticizer on the basis of phthalic anhydride and izobutanol. Usage - as a plasticizer in the rubber, plastics and paints and lacquers industry and for the production of adhesives, dispersions, etc.;

9. Orgapol 175 – 75 BA – saturated polyester resin. Usage – for formulating two-component polyurethane lacquers and enamels for auto repairs with low content of volatile organic solvent in combination with Orgakryl 457K – 75BA;

10. Epoxy resin 570 – low-viscosity epoxy resin with low molecular mass. Usage – for the production of epoxy paste, filled with sand, concrete and epoxy flooring;

11. Vinalkyd 220 P - unsaturated polyester resin. Usage – in boat construction, in everyday life, in industry and construction;

12. Acrylic resin BIM-57K – thermoplastic acrylic resin. Usage – in combination with alkyd resins for improving the physical drying at the production of decorative alkyd paints and enamels for wood and metal; 

13. Vinalkyd 550 PE-TALV-LE-2 - unsaturated polyester resin. Usage – in boat construction, in everyday life, in industry and construction; 

14. Orgapol 35-60M – unsaturated polyester resin. Usage – for the production of enamels and coatings for ferrous metals in combination with melamine-formaldehyde  resins ;

15. Balkyd 400 MK-70K – short-oil, penthaphthalic airy drying resin, modified with distilled vegetable fatty acids. Usage – for the production of decorative and industrial airy drying alkyd paints and enamels with low content of volatile organic solvent; 

16. Acrylate resin BIM – 50 WS – thermoplastic acrylate resin. Usage - for production of physicial drying facade paints and primers for constructions;

17. Vinalkyd 350 NPP – unsaturated polyester resin. Usage – for the production of pigmented and colourless chemically resistant gel coats, for outer decorative coatings of chemically resistant articles requiring UV resistance and high elasticity and water resistance;
18. Vinalkyd 35 NPP-ATA– unsaturated polyester resin. Usage - for the production of chemically resistant articles with an increased elasticity and water resistance: kitchen boards, bathtubs, sinks, chemical basins, in car production, boat construction etc.
19. Orgakryl 100-75 BA - unsaturated polyester resin. Usage – For production of two-component polyurethane lacquers and enamels for wood and metal with low content of volatile organic compounds;

20. VINALKYD 25 PE-ATA - It is an isophthalic, unsaturated polyester resin, thixotroped and pre-accelerated with added additives for additional improvement of light resistance. Vinalkyd 25 PE-ATA is used for the production of the front coating of products made of fibreglass and polymer marble;

21. POLYESTER NEO-ISOPHTHALIC GELCOAT G-3-WHITE Thixotroped unsaturated polyester resin For production of articles from fibreglass, which require high chemical and mechanical and UV resistance;

22. LEKO GOLD – LATEX PAINT CLASS 1. Usage – designated for internal painting of walls and ceilings in premises with extremely high requirements towards the coatings. The paints has above 93% whiteness, superior hiding power Class1 (hides in one coat), and exceptional resistance to wet abrasion;

23. ISOPHTALIC GEL G-2-А - It is thixotroped preliminary accelerated isophtalic polyester resin. Applied in ships- and boat construction, on production of sanitary equipment, industrial details, reservoirs, basins and glass reinforced articles;

24. MAESTRO ALKYD PAINT - Аlkyd paint for wooden and metal surfaces Usage – Painting of joineries, wooden and metal doors, parapets, fences and other; 
25. FILLER FOR SWIMMING POOLS – Two-component epoxy filling primer for concrete and cement-sand surfaces. Usage – Filling coating for shallow rough surfaces of cement-sand surfaces of swimming pools;

26. LEKO QUICK-DRYING ENAMEL WITH HAMMERSCHLAG EFFECT – Effective alkyd enamel. Usage – Effective enamel for decorative protection of pre-primed metal surfaces for exterior or interior use; 
27. PORE FILLING POLYURETHANE LACQUER FOR FURNITURE UR- 013 – colourless two-component lacquer. Usage – Pore-filling priming of veneer wooden panels or articles made of solid wood in the furniture industry;

28. INDUSTRIAL LACQUER FOR JOINERY TRANSPARENT – Azure lacquer. Usage – New industrial varnishing – exterior painting of joinery; as a topcoat;

29. INDUSTRIAL LACQUER FOR JOINERY – Water-dispersion decorative lacquer with a 100% acrylate co- polymer in water phase. Usage – New painting. Varnishing of wood for interior and exterior use with exceptionally high requirements to the coatings;

30. ACRYLATE PRIMER FOR JOINERY – Industrial primer with an acrylate co-polymer in water phase. Usage – New painting; exterior and interior painting of wood with exceptionally high requirements to the coatings; 
31. INDUSTRIAL WATER-BASED IMPREGNATOR – Impregnating-protective lacquer, based on a water emulsion of a modified acrylate co-polymer. Usage – New painting and restoration; impregnation of wood before varnishing with coating lacquers;

32. WATER-DISPERSION FURNITURE PRIMER – Water-dispersion primer with an acrylate co-polymer in water phase. Usage – filling primer for wood, wood-fibre, polyurethane and polystyrene plates for furniture;

33. WATER-BASED ONE-COMPONENT LACQUER FOR PARQUET – Water-based parquet lacquer, based on a polyurethane dispersion, modified with fatty acids. Usage – Protection and decoration of parquet and wooden floors, subjected to average and high pressure;
34. SILICONE ADDITIVE - Water emulsion of polydimethyloxane. Usage – As an additive to façade and other water dispersion paints in case of high requirements to the coatings for concrete, stone surfaces, fibrecement slabs, wood etc.;

35. ADDITIVE FOR PROTECTION AGAINST MOULD, MILDEW AND FUNGI - Highly-effective preparation with a wide range of applications. Usage – As an additive for façade and interior water-dispersible paints, especially when used in damp regions and humid premises;
36. ADDITIVE WITH QUALITY OF ORGANIC PLATINUM (PTFE) - Emulsion of paraffins and waxes.Usage – As an additive for façade and interior water-dispersible paints. Improves the dirt-resistance of coatings;

37. Thinner АМР.Usage – For preliminary treatment of Acrylicnitrile Butadiene Styrinated (ABS) surfaces to improve the adhesion, before lamination with unsaturated polyester resins;

38. 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. 

39. LEKO AQUA two-component parquet lacquer. Usage – for protection and decoration of parquet and wooden floorings, exposed to strong utilization. It can be used as a primer and finishing coating.

40. Hardener for LEKO AQUA  two-component parquet lacquer. It is used as a second component for LEKO AQUA two-component parquet lacquer.

41. LEKO AQUA  parquet lacquer. Usage – for varnishing parquet and wooden floorings, exposed to medium utilization. The coatings have got satin gloss, high solidity and resistance to wearing. It can be used as a primer and finishing coating.
42. DEKO Professional self-leveling cement-based flooring paste. Usage – for applying on concrete floorings in residential, public and industrial buildings, before applying ceramic tiles, fitted carpet, laminated parquet or industrial coatings.  
43. Epoxy primer EP-F. Usage – for priming of concrete surfaces before the application of self-leveling flooring or other finishing coatings. The coating has high chemical and mechanical stability, resistance to water, to different detergents, petrol and petrol products, mineral and vegetable oil, lubricants.

44. Putty EP-Y. Usage – for filling and sealing uneven concrete surfaces. It is applied on corroded concrete surfaces for achieving smooth surface before the application of finishing coatings.
45. BI 3100 Hardener. Usage – as a second component in BG 3100 Epoxy anticorrosive primer and BE 3100 Epoxy enamel;

46. BE 3100 Epoxy enamel. Usage – for inner coatings, for concrete and metal surfaces, exposed to aggressive industrial environment;

47. BG 3100 Epoxy anticorrosive primer. Usage – for priming clean and oil-free surfaces of ferrous metals, exploited in aggressive environment;

48. BD 309 Thinner. Usage – for diluting BE 3100 Epoxy enamel and BG 3100 Epoxy anticorrosive primer to working viscosity as well as for cleaning the instruments after work with the above-mentioned products;

49. Acrylic paint for window-frame. Usage – for inner and outer varnishing of wooden surfaces;

50. Thinner A. Usage – for diluting paints with auto gloss and other enamels on the basis of alkyd resins.
51. Epoxy Primer Protective G 01 – tixotropic two-component primer on the basis of epoxy resin without volatile organic solvents. Usage – protection from corrosion of metal construction equipments and steel hydraulic constructions; priming of concrete surfaces and equipments in the energy industry.  
52. BD 309 Thinner. Usage – for diluting Epoxy primers, Epoxy Enamels, Epoxy self-leveling flooring coatings, etc. to working viscosity.  

53. Hardener Н-01. Usage – as a second component in combination with Epoxy Primer Protective G 01 for hardening at normal and increased temperature.
54. Epoxy primer for concrete – two-component primer on the basis of epoxy and polyamino amid resin. Usage – as a primer and binding coating, applied on new and old concrete, cement plasters and screed for production premises and warehouses.
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.

           Company’s shares

           During the third half of 2008 the price of a share of the company reduced to 220 BGN, minimum price – 121 BGN, average  - 181 BGN. Total number of traded shares for the period – 16333 and the total turnover – 2970 thousand 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 
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, BG40 and BGTR 30 of the Bulgarian Stock Exchange, that is the evidence for the investors’ trust. 

         Orgachim JSC is included in the new regional index of Dow Jones Stoxx Eastern Europe Total Market Index, which includes 513 companies from Eastern Europe /16 public companies from Bulgaria/ and covers approximately 95 % of the free-float market capitalization of 18 companies in the region.

Important PR events as of 30 September 2008:
Orgachim JSC is in the final TOP 10 companies in the “European award for Corporate Social responsibility 2008 – innovations for a better world”he winner for Bulgaria will be officially announced on 4 November 2008 in Sofia.
The company is nominated for extraordinary results under the Energy Efficiency Program of the European Bank for Reconstruction and Development. 

Orgachim JSC developed and offered the specialists in architectural design New convenience – software libraries with the most used colour catalogues of the company. He user has an access to a rich collection of 4000 fashion colours. The libraries are developed to work with Adobe Photoshop, Corel Draw and AutoCad. The access to the libraries is free of charge. 
For a third successive year the company organized DEKO Professional regional competitions for the students from the vocational schools of construction and architecture under the motto: “Best young builder”. 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. 
On 22 April 2008 /the day of the Earth/ a campaign under the motto “We do care about the Earth” was held under the sponsorship of Orgachim JSC. 20 decorative trees were planted by the students from “V. Levski” Secondary school.

On 24 June 2008 an awarding ceremony was held in Grand Hotel Sofia for transport and logistic company of the year. Orgachim JSC was the golden sponsor of the event representing its professional product line KLAR for auto repairs. 

Executive Director:

                   




 /Achille Bardelli /

