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І. INFORMATION ABOUT SVILOSA AD AND ITS DAUGHTER COMPANIES

1. Name of the Company

Joint-Stock Company ‘Svilosa’ AD

2. Court registration

Svilosa AD is a company, entered into the Trade Register at Veliko Tarnovo District Court by a decision of 06.07.1993 on company case No. 1595/1993, Register 1, volume 4, p. 112, lot 12; single identification number of the BULSTAT Register: 814191178 U.

3. Decision of the Financial Supervision Commission on entering Svilosa AD into the Public Companies’ Register

Svilosa AD is a public company within the meaning of the Public Offering of Stocks Act. It was inscribed into the Public Companies’ Register of the Financial Supervision Commission with  Protocol No. 39 of 05.06.1998. Svilosa’s shares are traded on a regulated market of financial instruments - ‘Bulgarian Stock Exchange – Sofia’ AD, Non-official shares’ market, ‘A’ Segment, under the code ‘SVIL’.

4. Seat and registered address

5253 Svishtov, Municipality of Veliko Turnovo, West Industrial Zone. 

5. Objects, sphere and scope of corporate activity 

Production and sale of artificial chemical fibres and silks, bleached kraft pulp and products thereof, electric power, repair and installation activities, transportation, domestic and foreign trade, production and sale of basic aluminum chloride, processing, specification, storage and trade of waste and fragments of ferrous and non-ferrous metals and their alloys, production and sale of heat energy, briquettes from wood fragments for production and daily needs, shipping and consulting activity, representation of local and foreign companies, translation and interpretation services, construction services, as well as any other activity not forbidden by law.

6. Industrial sector of the core business 

Pulp, paper and paper board production

7. Products of the core business
Through its subsidiaries, Svilosa AD produces bleached kraft pulps and carboxy methyl cellulose.

8. Markets

The trade policy of Svilosa is export oriented. The subsidiary Svilocell EAD exports 95% of its production. Main markets are Turkey, Greece, Slovenia, Germany, Austria and Italy. 

9. Amount and structure of share capital

According to the consolidated financial report (unaudited) as of 30.06.2007:

Total amount of equity capital: BGN 53.747 mln. 

Registered share capital: BGN 31.754,944 mln., paid-up in full.
The latest capital increase – as a result of an initial public offering and subscription of 25 096 910 new Company shares – was entered into the Trade Register by Decision No. 884/15.03.2007 of Veliko Tarnovo District Court. 

Reserves: BGN 15.193 mln.

Undistributed profit: BGN 3.659 mln.

Reevaluation reserve: BGN 3.140 mln.

10. Organizational structure 

10.1. Shareholding structure

Svilosa’s share capital is distributed into 31 754 944 ordinary personal voting shares with a nominal value of BGN 1 each. As of June 12, 2007, 17 legal persons own a total number of 31 463 112 shares, while 3729 physical persons own a total amount of 291 832 shares. The structure of shareholders owning over 1% of the capital is as follows:

	Shareholder
	Number of shares
	Percentage (%)

	ARUS LTD
	25 397 674
	80

	KBD
	4 000 000
	13

	HVB AG ATHENS
	1 016 700
	3

	SVILOSA 2000 AD 
	598 790
	2


10.2. Organization of the group

Svilosa AD and its daughter companies (subsidiaries) form an economic group (holding) within the meaning of the Bulgarian Public Offering of Stocks Act.

[image: image1]
10.2.1. Mother company

Svilosa AD (hereinafter also referred to as ‘the Company’) operates as a holding company which determines the strategy and development policy of the group and controls the implementation of investment projects and business programs of the daughter companies, while at the same time it is developing other assets of its own, such as the port and its real estates.

10.2.2. Daughter companies 

At present Svilosa AD has registered the following fully owned daughter companies:

10.2.2.1. Single-person joint-stock company Svilocell EAD

Svilocell EAD is the most important daughter company. Its results have a decisive influence on the mother company, as it concentrates the main business activity of the group – pulp production.

Court registration: Svilocell EAD is a company entered into the Trade Register at Veliko Tarnovo District Court by Decision No. 2278/29.09.2005 on company case No. 1041/2005, volume 28, p. 82, lot 9; single identification number of the BULSTAT Register:10645362 U.

Seat and registered address: 5253 Svishtov, Municipality of Veliko Tarnovo, West Industrial Zone – Svilosa site. 
Objects, sphere and scope of corporate activity: Production and trade of bleached kraft pulp and products thereof, as well as any other activity not forbidden by law. Svilocell EAD started its activity on 01.01.2006.

Share in the capital of the daughter company: Svilosa AD is the single owner (100%-share) of the capital of Svilocell EAD.

Registered capital: BGN 10 053 970, paid-up in full in the form of a cash (BGN 50 000) and non-cash contribution (apportation of fixed tangible assets – movable and immovable property to the amount of BGN 10 003 970, assessed in compliance with art. 72 of the Commercial Code on private civil case No. 733/2005 of Veliko Tarnovo District Court). No changes in the capital amount have been registered so far.

The capital of BGN 10 053 970 is distributed into 1 005 397 personal voting shares of a nominal of BGN 10 each. Svilocell EAD issues only personal materialized voting shares, all shares materializing equal rights.

10.2.2.2. Single-owner limited liability company Ecosvil EOOD 

Ecosvil EOOD is the daughter company that provides raw material for the main activity of the group – pulp production in Svilocell EAD. Through Ecosvil EOOD, Svilosa AD takes active part in the development of forestry in Bulgaria.

Court registration: Ecosvil EOOD is a company entered into the Trade Register at Veliko Tarnovo District Court in company file No. 340 of March 2002; identification number of the BULSTAT Register: 104591402.

Seat and registered address: 5253 Svishtov, Municipality of Veliko Tarnovo, West Industrial Zone – administrative building of Svilosa AD.
Objects, sphere and scope of corporate activity: Forestation, cultivation of young forest plantations, grounds recultivation, taking care of, management and use of forests and land in the forestry reserve, wood harvesting and processing, trade of wood, processed wood material and wood products, ecology and ecological projects, as well as any other activity not forbidden by law.

Share in the capital of the daughter company: Svilosa AD is the single owner (100%-share) of the capital  of Ecosvil EOOD.

Registered capital: BGN 5000, paid in full in the form of a cash contribution at the time of incorporation, distributed into 50 shares of BGN 100 each. No changes in the capital amount of Ecosvil EOOD have been registered so far.

10.2.2.3. Single-owner limited liability company Hotel Complex – Svilosa EOOD

Court registration: Hotel Complex - Svilosa EOOD is a company entered into the Trade Register at Veliko Tarnovo District Court on company case No. 1749/2000; single identification number of the BULSTAT Register: 104534892.

Seat and registered address: 5253 Svishtov, Municipality of Veliko Tarnovo, 14 ‘Petar Angelov’ Str. 

Objects, sphere and scope of corporate activity: Hotel- and restaurant-keeping

Since March 2003 up to now, Hotel Complex – Svilosa EOOD has had no activity.

Share in the capital of the daughter company: Svilosa AD is the single owner (100%-share) of the capital  of Hotel Complex - Svilosa EOOD.

Registered capital: BGN 5000, paid-up in full in the form of a cash contribution at the time of incorporation, distributed into 50 shares of BGN 100 each. No changes in the capital amount of Hotel Complex - Svilosa EOOD have been registered so far.

10.2.2.4. Single-owner limited liability company Svilosa – BIO EOOD

Svilosa - BIO EOOD is a company incorporated by decision of the Board of Directors of Svilosa AD of 11.05.2007 in order to increase the volume of supplied wood from Romania.

Seat and registered address: Republic of Romania, town of Alexandria, 221 Svodida Str., block L 8, apt. 1, ground floor.

Objects, sphere and scope of corporate activity: trade, wood harvesting and any other activity allowed by Romanian legislation.

Share in the capital of the daughter company: Svilosa AD is a single owner (100%-share) of the capital of Svilosa - BIO EOOD.
Registered capital: 200 Romanian Lei, distributed into 200 shares of 1 Lei each.

ІІ. BRIEF INFORMATION ABOUT SVILOSA. DEVELOPMENT STRATEGY (AS AT OCTOBER 2007)
Svilosa AD was built as a chemical production complex in 1966-1976, the main product being viscose silk. Production of bleached hardwood kraft pulp started in 1987. Svilosa AD's daughter company Svilocell EAD is at present the most significant pulp mill on the Balkans for the production of bleached kraft pulp which is used for the production of various types of paper. At this stage, the Company faces no competition among the Balkan states, in Ukraine and Southern Russia. Investment . Investment costs on starting up cellulose production are high - 1 200 Euro per ton of capacity at minimum, so it is not reasonable from a financial point of view to build such plants on the Balkan peninsula. There is not enough wood reserve to supply a newly constructed mill, either. Forecasts show that no significant new capacities will be built in the production region of Svilosa, and current competitors from Northern Europe, Latin America and Asia do not envisage as their priority the markets in South Eastern Europe. On the other hand, consumption of cellulose and paper marks a sustainable global growth trend of around 4% per year and the regional market has the capacity to swallow the increased production of Svilosa. Price trends are also on the increase.

Svilosa AD faces extremely favourable prospects for development. That gives additional opportunities to investors on Bulgarian Stock Exchange to buy shares of a company with great potential and thus participate in the expected growth (of 6 times compared to the present level) of the cellulose and paper market in the region.

Since the privatization of Svilosa AD in 1999, its new management, on the basis of a profound professional analysis made with the help of external consultants, an assessment of the situation and the development prospects of the sector and the Company, the resources and priorities of the Company, has been implementing a consistent and constructive development program intended to bring the Company to the highest international standards. Through its investment strategy, the Company aims to become a leading pulp and paper producer not only on the Balkans, but in whole Europe.  

In its capacity of a listed company on the stock exchange, having a sound balance sheet and established relationships with first-class banks, Svilosa AD has all necessary means for its further development and participation in new investment projects related to the immovable property of Svilosa, pulp and paper production and wood logging. 

The long-term development program of Svilosa AD and its daughter companies covers the following elements:

1. Activity reorganization and orientation towards a profitable production of bleached kraft pulp

Activities implying large cash flows and low profitability at the same time have already been sold or suspended. Svilosa AD sold its power plant in May 2003, the viscose yarn mill and the chemical equipment plant – in August 2006, and the wooden briquette mill – in May 2007.

At the beginning of 2006, the profitable production of bleached kraft pulp was separated into the daughter company Svilocell AD, where, in November 2007, a large scale investment project will be finalized, for a total amount of Euro 55 mln., co-financed by the European Bank for Reconstruction and Development (EBRD) and Nordic Investment Bank (NIB). Due to this project, in 2006 Svilosa AD was granted a First-Class Investment Certificate by the Bulgarian Ministry of Economy and Energy.

2. Objectives of the investment project in Svilocell EAD 

· Pulp production capacity increase: from 50 000 tons/year to 150 000 tons/year until 2010. 

· Quality improvement of the produced pulp and creation of specific types of bleached kraft pulp: implementation of best available technologies in pulp production; a 5%-product price increase will be possible due to improved quality.

· Reduction of production costs per ton of pulp by BGN 220 in comparison to the costs in 2006 – from BGN 760/ton to BGN 540/ton, as per Share Issue Memorandum of December 2006.
· Profitability increase: an EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) to the amount of 32.4% of the total revenues by 2011 as compared to 9.5% in 2006, as per Share Issue Memorandum of December 2006.
· Energy efficiency: reduction of energy costs from 24% to 7% of the total revenues of the Company, as per Share Issue Memorandum of December 2006. The erection of an anti-pressure steam turbine with a generator is of crucial importance, allowing the Company to generate electricity.  
· Environment protection: complex measures for introducing the best available practices and processes of keeping clean the air, water and soils, that will be described below. 

3. Development of Ecosvil EOOD

The development of the activity of Ecosvil EOOD is deemed necessary for the following reasons:

· The floods in 2005 demonstrated the risk of grave disturbance of wood supplies. 

· The result of the investment program in Svilocell EAD is the tripling of the demand of wood as raw material. 

· Wood costs must be reduced through the implementation of measures of both technical and administrative nature in relation to wood harvesting.

· The main task of Ecosvil EOOD is to organize wood harvesting in such a way, so that the forest potential in Bulgaria can be best utilized and preserved as a source of raw material, as well as to support actively the development of the forest industry in Bulgaria. 

4. Paper mill project

The possibility to close the production cycle by constructing a paper mill on Svilosa’s site upon completion of the investment project for tripling the production capacity in Svilocell EAD is currently being explored. Thus, the production of pulp, paper and energy will be integrated. 
5. Extension of Svilosa’s own port on the Danube river

The extension and modernization of the existing own port on the Danube is planned, so that Svilosa benefits more fully from its favourable geographical location and provides itself with larger quantities of wood from Romania and other countries in the Danube valley, Hungary, Serbia, and Ukraine. The port extension will also improve the export of ready products by barges in the Danube region from Germany to Ukraine and then to Russia. 

6. Establishment of an industrial zone and a competitive logistic network on the Danube bank
Svilosa’s location and resources allow for the establishment of an industrial zone and a competitive logistic network on the Danube bank. 

7. Participation in the construction of a ferryboat complex

The municipalities of the towns of Svishtov (on Bulgarian side) and of Zimnich (on Romanian side) have planned as a priority in their investment programs the construction of a ferryboat complex. On Bulgarian side, it is Svilosa AD that conducts the negotiations for private partnership in this public-private project. 

ІІІ. CORPORATE BUSINESS PRINCIPLES OF SVILOSA GROUP

Svilosa’s business principles are the minimal standards observed by the Company in addition to its strict abiding by the applicable laws. As Svilosa’s business principles continue to adapt to the constantly changing business environment, there are a few principles which have become the basis of Svilosa’s corporate culture since the Company’s privatization. They represent the basic ideas of the shareholders – fairness, honesty, transparency and a general concern for people. In this respect, Svilosa’s main objective is and will always be to constantly keep under control and strive to improve its corporate business principles in the fields of human resource, safety, health and environment protection. 

Svilosa’s corporate business principles are built on its shareholders’ beliefs that:

· Svilosa aims at manufacturing products to entirely satisfy its customers’ demands, to grow organically as well as through acquisitions in a way that generates added value for its shareholders, employees, business partners and the communities where it operates. 

· Svilosa favours long-term stable business development, not short-term profit.

· Svilosa accepts cultural and social diversity and does not discriminate on the basis of origin, nationality, race, gender or age and therefore abides fully by the UNDP Global Compact. 

· Svilosa operates while taking consideration of all best practices of environment protection and in harmony with nature. 

ІV. DEVELOMENT OF A CORPORATE GOVERNANCE SYSTEM OF SVILOSA AD ACCORDING TO THE BEST PROVEN PRACTICE

The Board of Directors of Svilosa AD decided, while taking into consideration the large scale strategic plans for development of the group, the corporate business principles and the corporate culture of the Company, to build a system of good corporate governance according to the best proven practice, in order to ensure their successful fulfillment. 

The best standards of good corporate governance of companies around the world are synthesized by the Organization for Economic Cooperation and Development. Those standards have been implemented in Bulgarian legislation through a number of national laws and regulations regarding commercial companies and public companies in particular, as well as through the National Code of Corporate Governance (adopted in October 2007). 

As a publicly traded company, Svilosa AD follows strictly the requirements for good corporate governance incorporated in the applicable legislation and the National Code of Corporate Governance. This is fulfilled through an internal system of normative rules, regulations and procedures adopted by the Company, such as Statutes, Rules for Functioning of the Board of Directors, Rules for Internal Order, annual business plans, working committees for good corporate governance, etc., which will be discussed below. All those internal principles and rules for the implementation of the best proven practice of corporate governance worldwide (Compliance) that have been or will be adopted by Svilosa are stipulated in this Good Corporate Governance Program.

The Good Corporate Governance Program reveals the corporate governance practices of Svilosa, thus helping local and international investors to take an informed decision on its basis whether to invest in shares of Svilosa AD, strengthening the trust of all who are interested in the Company activity, in the quality of and control over its governance, and attesting a highly responsible managerial style in compliance with the corporate business principles of Svilosa group and the highest internationally recognized standards of good corporate governance.

V. INTERNAL RULES AND PRACTICES (COMPLIANCE) OF SVILOSA AD ON APPLICATION OF INTERNATIONALLY RECOGNIZED STANDARDS OF GOOD CORPORATE GOVERNANCE

Svilosa’s Good Corporate Governance Program stipulates the mechanisms through which the Company guarantees the effective fulfillment and protection of the rights of the shareholders, their equal treatment and the maximization of their profit, consideration of the interests of all parties interested in the Company activity, and the mutually beneficial cooperation with them, as well as transparency of and control over corporate governance, lawful, timely and proper disclosure of public information for the Company under conditions of equal treatment of all addressees. 

1. SHAREHOLDERS

The Board of Directors of Svilosa AD fulfills its obligations in the best interests of all Company shareholders beyond the requirements of the law.
The shareholders of Svilosa AD are the owners of the Company share capital. Their rights and interests get fulfilled, on one hand, through the General Assembly of Shareholders – the body of the Company in which all Company shareholders are represented, and, on the other hand, through Board of Directors, which is elected and controlled by the General Assembly of Shareholders, that is through the body to which the owners of the Company have delegated the functions of its governance.

1.1. Application of reliable methods for registration, exercise and disposal of ownership of shares of Svilosa AD

1.1.1. According to the bulletin of Bulgarian Stock Exchange – Sofia AD, the shares of Svilosa AD are being publicly traded since 15.06.1998. Also by official information from Bulgarian Stock Exchange – Sofia AD, the share prices and the market capitalization of the Company demonstrate a sustainable growth trend.

1.1.2. By virtue of an effective contract between Svilosa AD and Central Depositary AD, a Book of Shareholders of the Company is kept, in which all changes in the ownership are registered. The Company pays duly an annual fee for the keeping of the Book of Shareholders and the register of the Company in Central Depository AD. Enterings into the Book of Shareholders have a constitutive effect, i.e. the right of ownership arises by virtue of the entering.

1.1.3. Procedure for unrestricted transferring of Svilosa’s shares at Bulgarian Stock Exchange

As long as the Company is on the public register kept by the Financial Supervision Commission and its shares are registered at Bulgarian Stock Exchange AD, all shareholders may unrestrictedly buy or sell shares of Svilosa AD through the trade system of the stock exchange. Potential investors may acquire shares of the Company by their own decision and under equal conditions. The share itself as a dematerialized security is the object of the transfer, and in addition to the right of ownership the acquirer receives the full volume of rights and responsibilities of a shareholder which the share materializes. In order to buy or sell shares on the stock exchange, investors should make a ‘buy’ or ‘sell’ order to the investment intermediary whose clients they are. Upon conclusion of the exchange deal, the investment intermediary performs the necessary activities for registration of the deal at the Central Depository AD and its settlement (execution of the concluded deal) by which the shares get transferred from the seller’s account to the buyer’s account. Exception to the rule that trade with Company shares is effected only at the stock exchange exists regarding the sell and purchase of shares between physical persons. They have the right to conclude such deals between themselves but in order for the transfer of shares at the Central Depository AD to be registered, the physical persons that are parties to the deal should give the relevant data and documentation to a licensed investment intermediary acting as a registration agent. The investment intermediary registers (announces) the deal at Bulgarian Stock Exchange AD and performs the necessary operations for its registration at Central Depository AD and for its settlement.

1.1.4. Ownership legitimation 

The person who has aquired shares of Svilosa AD through the stock exchange trade system, is granted formal status of a shareholder by virtue of his entering into the Book of Shareholders of Svilosa AD at the Central Depositary. Thereupon, the shareholder should ask the Central Depository to issue and give him a depository receipt – an excerpt from Svilosa Book of Shareholders, which is the official document legitimizing the shareholder’s ownership of Svilosa shares. The depository receipt evidences the content of the Book of Shareholders, the number and value of shares, their owner, and a serial number of entering. The receipt is not a security, so in the event of transferring of dematerialized shares it cannot be an object of an endorsement. On the basis of the depository receipt, the Company is obliged to recognize the respective person as a shareholder, and if not, the shareholder can protect their rights through the claim under art. 71 of the Commercial Code
. Moreover, Svilosa’s management shall take all necessary measures, so that each shareholder receives his/her depository receipt from the Central Depository. In the event of a lack of a depository receipt when the capital is being raised, the Board of Directors shall elaborate techniques and mechanisms for distribution of the evidencing documents. In the events of a loss, destruction or any other cases of lack of a depository receipt on the part of the owner-shareholder, the Company shall assist the shareholders by directing them to contact an investment intermediary – a registration agent who shall ensure the issuing of a duplicate. 

1.2. Equal treatment of shareholders

1.2.1. Equal rights on all shares

The owner may exercise on any of Svilosa’s shares the classical powers comprised within the right of ownership – possession, use and disposal, and there is no barrier for a part of the security to become an object of a transferring deal. Each share is indivisible. Therefore, a joint ownership may arise over Svilosa shares, in which case the legal consequences are regulated by the Ownership Act. The shareholders can protect themselves against illegal forfeiture of their shares through the procedure for judicial cancellation of securities under the Code of Civil Procedure. 

All shareholders of Svilosa AD, including minority and foreign shareholders, physical and legal persons, institutional, individual, professional and other investors, have equal in type, volume and mode of exercise rights, as the Company issues shares of one and the same class. According to the Statute, the exchange of dematerialized personal shares with bearer shares and the imposition of restrictions on their transferring is allowed only after the writing off of the Company from the register of the Financial Supervision Commission. The Public Offering of Stocks Act stipulates a prohibition for a public company to issue shares with more than one voting right, as well as a prohibition for a public company to acquire more than 3 per cent of its own shares with voting rights during one calendar year, but for under the conditions expressly provided for by law
.

1.2.2. All shareholders of Svilosa AD have the following legally stipulated rights:

1.2.2.1. Property rights

· right to a dividend

· right to an interest 
· liquidation share 
· right to a proportionate share in the distribution of new shares among the shareholders in cases of capital increase
1.2.2.2. Non-property rights

· right to participation and one vote in the General Assembly of Shareholders, that is in corporate decision making 

· right to be elected as members of the Board of Directors 

· right to a regular and timely receipt of any information (right to information) related to Svilosa and shareholders’ rights, including the right to check the financial status of the Company 

· the right to appoint controllers 

· the right to bring a court action against the Company, including in cases of draining of Company assets. 

1.2.3. On the Internet page of the Company (www.svilosa.bg), since November 2007, a special section is kept where all shareholding rights and the measure taken by Svilosa to facilitate their exercise are stated in detail. Those rights and measures are deemed to be part and parcel of the Good Corporate Governance Program of Svilosa AD. 

1.2.4. Measures to ensure the equal opportunity for shareholders to exercise their rights

1.2.4.1. Aiding shareholders to participate effectively in the General Assembly of Shareholders: 

· The General Assembly of Shareholders consists of all owners of voting shares. The right to vote can be exercised by those who have acquired their shares and have been entered into the Book of Shareholders of Svilosa AD 14 days before the date of the respective General Assembly, at the latest. The voting right gives the shareholders the opportunity to influence important to the Company issues that by law and by Statute fall within the competence of the General Assembly of Shareholders. 

· Shareholders receive cumulatively and individually enough and timely information about the rules for holding General Assemblies of Shareholders (please consult p.VI.1.6.2 below), voting procedures, the date, place and agenda of the General Assemblies, as well as full and timely information about the issues that will be decided on at the General Assembly. The invitation to the General Assembly of Shareholders shall be published in the Trade Register
 and in one central newspaper – ‘Pari’ newspaper, at least 30 days before the day of the General Assembly. All materials for the General Assembly shall be made public through the Financial Supervision Commission, Bulgarian Stock Exchange AD and the Company itself immediately after the publication of the invitation to the General Assembly of Shareholders. The invitation shall be uploaded in the ‘Investor Relations’ section of the Company web site, as well. The texts of the materials in relation to the General Assembly of Shareholders shall be precise and clear, not misleading to the shareholders, and the following rule is followed: all proposals regarding main corporate events shall be presented in separate items on the agenda of the General Assembly, whereas the proposal for profit distribution is by rule a separate item on the agenda.

· Shareholders have the right to put questions to the Board of Directors of Svilosa and add items on the agenda of the General Assemblies. The Board members are obliged to answer correctly, thoroughly and in essence to all questions posed by the shareholders at the General Assembly regarding the economic and financial status and the commercial activity of the Company. All shareholders of the Company may pose such questions with or without any connection to the agenda of the General Assembly, to the Investor Relations Director, as well.

· Shareholders may exercise their voting right in person or through a representative. Each shareholder has the right to empower, by a power of attorney certified by a notary, a person to represent the respective shareholder at the General Assembly. Several shareholders may empower a common representative. The representatives of shareholders have to submit their power of attorney certified by a notary according to the requirements of art. 116 of the Public Offering of Stocks Act
. A sample of the power of attorney is to be consulted on the Internet page of the Company. 

· Expenses to participate and vote at the General Assembly shall be within reasonable necessary limits, so that they are affordable to all shareholders. Shareholders should take into consideration the ratio between expenses and benefits from exercising their voting right. 
· An effective mechanism for compensation of violated shareholders’ rights is the claim under art. 74 of the Commercial Act
 providing for a repeal of a resolution of the General Assembly which contradicts to imperative provisions of the law or to the Statute of the Company

1.2.4.2. Deals with inside information of Svilosa, as well as any forms of unfair trade and manipulation of the stock market, shall be avoided according to the Code of Ethics of Svilosa (please refer to point VI.1.6.2 below). 

1.3. Control by the shareholders over the governance performed by the Board of Directors of Svilosa AD

1.3.1. The members of the Board of Directors of Svilosa AD are elected and dismissed by and report to the General Assembly of Shareholders.

1.3.2. The amount of the basic and additional (tantiemes) remuneration of the members of the Board of Directors of Svilosa AD gets adopted by the General Assembly of Shareholders and shall be motivated by clear criteria, including the individual contribution to the economic results of the Company. The rules for determination of the remuneration and tantiemes of the Board members shall be published on the Internet page of the Company.

1.3.2. The Board of Directors shall prepare interim and annual reports on the activity of the Company as part of the quarterly and annual financial reports respectively, according to the requirements of the Public Offering of Stocks Act
. The annual financial reports of the Company shall be approved by the General Assembly of Shareholders. The interim and annual activity reports shall give account in particular of the Board governance results, its sessions held and decisions taken during the reported period. 
1.3.3. Given the one-tier governance system of Svilosa AD, the current control over the governance of the Company shall be exerted by the General Assembly of Shareholders as stipulated by law and by the Company Statute:

· on matters of importance for the Company – Statute amendment, capital increase or decrease, covering Company losses through additional contributions by the shareholders, transformation and dissolution of the Company, appointment of liquidators, appointment and dismissal of certified public accountants (auditors), issuing of debentures, approval of the balance, expense distribution and the annual financial report of the Company after certification by the appointed auditor. 

· In cases of exceeding of certain legally stipulated financial thresholds under art. 114 of the Public Offering of Stocks Act
.

2. COOPERATION WITH AND CONSIDERATION OF THE INTERESTS OF STAKEHOLDERS

Svilosa AD declares that stakeholders are all persons who are not shareholders and who have interest in the economic prosperity of the Company – potential investors, employees, customers suppliers, creditor banks, supervisory bodies, the media, consultants and the public as a whole. Svilosa Board of Directors guarantees that the legitimate rights and interests of the stakeholders shall be respected and ensures their contribution to the growing prosperity and sustainable development of both the Company and the stakeholders, guarantees their access to Company information and secures them adequate compensation in possible cases where the Company through its actions has infringed their interests protected by law or by contract. In its relationships with the stakeholders Svilosa AD follows the principles of transparency, accountability and business ethics.

2.1. Employees 

The Board of Directors of Svilosa AD declares its responsibility towards those who work for the Company and applies a purposeful social policy towards them which is controlled by the Human Resources Committee.

For the coming 5 years Svilosa AD and its daughter companies envisage several encouraging measures in the human resource field:

2.1.1. Salary increase in accordance with the expected profit increase upon the finalization of the investment project for tripling the pulp production capacity.

2.1.2. Implementation of systems and programs for qualification improvement of Svilosa employees through collective and individual training programs.

2.1.3. Building a system of internal communications and staff motivation in compliance with the strategic objectives of Svilosa AD and its daughter companies.

2.1.4. Employees of Svilosa AD and its daughter companies, who participate directly in the successful and timely realization of the investment program and have contributed to the increase of Svilosa shares’ value, shall be given bonuses according to their individual merits and payable according to performance. The total amount of bonuses according to international standards will not exceed 10% of the added share value and is stipulated in the bonus system specially elaborated for that purpose.

2.1.5. Implementation of an automated information system for human resource management by ‘Svilosa’ AD and its daughter companies.

2.1.6. Working with external consultants in the human resource field and recruitment agencies.

2.1.7. Improvement of labour conditions through a constant improvement of the level of labour safety. At present, accidents at work in Svilosa are at the extreme minimum, which has become a tradition and is of high importance for the tranquility, labour efficiency and security of employees.

2.2. Customers  

The sales philosophy of the companies of Svilosa group is based on the following priorities:

· flexibility and fast reaction to market changes
· constant contacts with customers
· complete satisfaction of the customers’ requirements by delivering a high quality produce and fast and timely servicing

· taking into consideration the opinion and recommendations of the customers as a catalyst for quality improvement, innovative decisions and elaboration of new product assortments, so that the individual requirements of the customers’ production processes are met to the maximum possible extent.

Svilosa AD holds an ISO 9001 certificate for product quality.

2.3. Suppliers 

2.3.1. Obligations towards suppliers are fulfilled honestly and within the set deadlines, whereas the program for working with suppliers approved by Svilosa Board of Directors is carried out. It is a sustainable policy of the management of ‘Svilosa’ AD and its daughter companies to avoid disputes with suppliers and if such arise, to settle them conscientiously and out of court.

2.3.2. Svilosa AD and its daughter companies observe a policy of propriety and impartiality towards all suppliers, including suppliers of banking, financial and other services, related to the performance of their activity.

2.4. Investors

Svilosa AD observes a consistent and purposeful policy of transparency towards those who show interest in becoming its shareholders. The Company has appointed an Investor Relations Director especially for that purpose and applies relevant measures specified hereinafter as part of her responsibilities. 

2.5. The public 
The Board of Directors of Svilosa AD operates effectively in favour of the population of the town of Svishtov, creating new job opportunities for young specialists, contributing to environment protection and participating in social responsibility activities, including implementation of energy efficiency projects, etc. Svilosa AD accepts cultural and social differences and is an ambassador of the ten principles of UNDP Global Compact
, ultimately striving to improve the quality of life. Svilosa, through its production and trade policy, undertakes the responsible task to help Svishtov regain its historical significance as one of the most important Bulgarian ports. Since the year 2000, Svilosa AD has provided sponsorship to the State Gymnasium of Commerce in Svishtov, the Economic Academy of Svishtov ‘D. A. Tsenov’, the Regional Court of Svishtov, the Historical Museum of Svishtov, the Municipality of Svishtov, etc., as well as local kindergartens and physical persons for treatment or educational purposes.
2.5.1. Environment protection

Svilosa AD and its daughter companies develop their activity in harmony with nature. The Environmental Committee supervises that the company environmental policy is implemented on a consistent basis.
2.5.1.1. Svilosa AD holds an ISO 14001 certificate for ecology, issued by Moody International on 01.04.2005. The certificate gets annually renewed following an audit check, and is currently valid.

2.5.1.2. In November 2004, Svilosa AD was granted a complex permit by the Bulgarian Ministry of Environment and Waters. At present, Svilosa AD’s activity is in full compliance with the requirements of the Environment Protection Act and the bylaws on its application.

2.5.1.3. In 2004, the first successful project in Eastern Europe (a 14-MW boiler for wood bark biomass incineration) was implemented in Svilosa AD under the ‘Joint Implementation’ mechanism of art. 6 of Kyoto Protocol to the UN Framework Convention on Climate Change
. 

2.5.1.4. As a chemical plant, the daughter company Svilocell EAD joins the global ‘Responsible Care’ initiative of chemical industry plants for constant improvement of the safe and healthy labour conditions and the environment.

Svilocell EAD manages its processes, materials and staff in a way that diminishes the negative effects on the environment. In that it:

· Observes the national legislation on environment protection. 

· Assumes environment protection as a priority and commits Svilocell management policy to it, which has been formulated at the highest level and sustained by the whole staff.

· Fulfills and constantly improves the voluntarily undertaken ecological commitments.

· Takes measures to reduce the harmful effects on the environment at each stage of the production cycle. 

· Encourages waste minimization, utilization and recycling.

· Improves the effective utilization of natural and energy resources. 

· Provides appropriate training to the staff on matters of environment protection and pollution prevention. 

· Commits to perpetual perfection of its environment management system through the performance of internal audits and regular review of objectives.

· Keeps constant contacts with suppliers, contractual partners and the public, ensuring access of all interested parties to its environment protection policy.

The complex measures on purity protection of air, waters and soils constitute an integral part of the investment program for production capacity expansion in Svilocell EAD, as follows:

· Reduction in air pollution is provided through a two-stage cleaning of smoke gases emitted by the regeneration boiler and the limekiln, whereby an electrofilter and wet scrubbers will be installed on each. Another measure is the installation for catching and elimination of malodorous gases derived as a result of chemical reactions in the process of boiling and vaporization.

· A substantial part of the investment program, aimed at mitigating the effects on the environment, is the building of a wastewater purification installation in compliance with the standards for emission limitations. The project will be implemented in two stages – building of a physical-mechanical level of wastewater purification and a second stage – building a biological purification level.

· For soil and underground waters pollution prevention, a project is being prepared for building cells for separate collection of different types of solid waste. 

· A technology for oxygen bleaching (best available technology) in bleached kraft pulp production is being implemented, which will put an end to the use of elementary chlorine.

2.5.2. Development of forestry and forest industry in Bulgaria

2.5.2.1. Through its daughter company Ecosvil EOOD, to which a substantial priority is given, Svilosa AD takes part in forestry and forest industry development and modernization of wood harvesting in Bulgaria. Analogical functions in the future will be allotted to the daughter company Svilosa – BIO EOOD in regard of the forestry in Romania. 

2.5.2.2. The members of the Board of Directors of Svilosa AD participate in the joint activity of the companies of their industrial sector on stimulating the development of Bulgarian forest industry.

2.5.2.3. Svilosa AD has a longterm approach to forestry. To satisfy the need for raw material of Svilocell production activity, Ecosvil EOOD obtains industrial wood through sanitary harvesting. Sanitary harvesting is a primary means of erosion prevention in forests and their protection. Ecosvil EOOD intends to even more actively organize and sustain mechanization in forestry and the tracing of forest roads for facilitation of wood harvesting and a more complete utilization of forest growth.

3. TIMELY AND PROMPT DISCLOSURE OF INFORMATION ABOUT THE COMPANY AND GOVERNANCE TRANSPARENCY

3.1. Through its Good Corporate Governance Program, Svilosa AD aims to perfect its ways of timely and prompt disclosure of full, true and understandable information on all matters related to Svilosa AD and its daughter companies, including the financial status, activity results, the ownership and governance of the Company. Company information disclosure is organized in a system of internal and external communications and guarantees the equal treatment of all addressees of information – shareholders, the investment community, the supervision state bodies, stakeholders, the media and the broad public.

3.2. The system of internal and external communications comprises the disclosure of information to the shareholders and the staff of Svilosa AD and its daughter companies. Through the system of external communications information is disclosed to the other stakeholders, the supervision bodies and the broad public. 

3.3. Channels of public information disclosure for Svilosa AD:

· the Internet page of Svilosa AD: www.svilosa.bg
The corporate web site ‘www.svilosa.bg’ contains the complete set of public information about Svilosa AD in both Bulgarian and English language, in the same format and at the same time that it gets announced to the Financial Supervision Commission, the regulated stock exchange market and the media. The information gets regularly updated and archived for a period of at least three years. Online information about Svilosa can also be found on the web page of the Financial Supervision Commission (www.fsc.bg), the Central Depository (www.csd-bg.bg) and Bulgarian Stock Exchange (www.bse-sofia.bg).
· integrated electronic systems for information disclosure 
The currently used ЕXTRI system serves the purpose of sending notifications simultaneously to the Financial Supervision Commission and Bulgarian Stock Exchange. Even though through the last amendments in the Public Offering of Stocks Act
 the requirement to send notifications to Bulgarian Stock Exchange was repealed, Svilosa AD keeps the practice to notify it. 

A new integrated electronic system for regulated information disclosure by public companies based on the ‘single entry point’ principle is being developed by Bulgarian Stock Exchange – Sofia AD as at October 2007. It will serve the purpose of notifying simultaneously the Financial Supervision Commission and the public in Bulgaria and the other EU member states. Once this system is officially adopted and put into practice, Svilosa will use it as well.
· the media

The media – financial and others, national and international, are a main channel for Svilosa’s public information disclosure to the public.

· direct contact with the Investor Relations Director

It is the fastest way for those who are interested to get general and particular information about the Company. For contact details and functions of the Investor Relations Director, please consult section VI. 5 below. 

3.4. Specific mechanisms and the responsible persons for information disclosure about the Company, as well as the types of information to be disclosed, are described in the next chapter.

VІ. COMPETENT BODIES AND THEIR FUNCTIONS ON APPLICATION OF THE BEST PRACTICES OF GOOD CORPORATE GOVENANCE OF SVILOSA GROUP

As the responsibility for compliance remains a task to the daughter companies of Svilosa group, as well, Svilosa has a clearly developed structure of competent authorities that have the necessary powers and responsibilities to effect the good corporate governance of the group, as well as for exerting internal and external control over it, as follows:

· Board of Directors of Svilosa AD

· Governing bodies of the daughter companies of Svilosa AD 

· Working committees for good corporate governance: Corporate Governance Committee, Internal Audit Committee, Human Resources Committee, Information Committee, Environmental Committee, Site and Image Committee

· Independent auditor

· Investor Relations Director

1. BOARD OF DIRECTORS OF SVILOSA AD

1.1. Governance Structure of Svilosa AD 
Svilosa AD has a one-tier governance system. By Statute, the Company is governed by a Board of Directors consisting of three individuals who jointly and separately represent the Company. Svilosa AD’s governance structure is represented in Figure 1 below:

Figure 1: Svilosa AD’s governance structure
























1.2. Members of the Board of Directors
As of October 200, Svilosa AD’s Board of Directors has the following members:

1.2.1. Krasimir Banhev Dachev – Chairman of the Board of Directors

Education: University Masters Degree, Law (Law, ‘St. Kliment Ohridsky’ University of Sofia)

Professional experience: Deputy Chairman of Bulgarian Chamber of Commerce and Industry and member of the Business Advisory Council for South Eastern Europe; member of the governing bodies of MTG Angel Balevski AD, city of Sofia (founder, Executive Director and Chairman of the Board of Directors), Alukom AD, town of Pleven (Chairman of the Supervisory Board), Vaptsarov AD, town of Pleven (Chairman of the Supervisory Board), Osam AD, town of Lovech (Chairman of the Supervisory Board), Centromet AD, town of Vratsa (Chairman of the Supervisory Board), Arma AD, town of Loznitsa (Chairman of the Supervisory Board).

1.2.2. Boni Evlogiev Bonev – executive member of the Board of Directors

Education: University Masters Degree, Economics (graduated from Webster University, Geneva), specialist in corporate finance, acquisitions, mergers and turn around of industrial enterprises

Professional experience: member of the governing bodies of Nestle – Bulgaria AD, city of Sofia (member of the Board of Directors), Vaptsarov AD, town of Pleven (Chairman of the Management Board), Active Business Systems AD, city of Sofia (Chairman of the Board of Directors), Junior Achievement – Bulgaria (Member of the Management Board).

1.2.3. Mihail Georgiev Kolchev – member of the Board of Directors and Executive Director of Svilosa AD; he owns 102 shares of the Company capital

Education: University Masters Degree: mechanical engineer (Chemical Technology of Wood Processing, University of Chemical Technology and Metallurgy – Sofia)

Professional experience: in Svilosa AD since 12.11.1974 as: Operator engineer at the Pulp Plant, Workshop technologist at the Pulp Plant, Head of workshop at the Pulp Plant; Deputy General Director – Production; Production Director and since 18.05.1999 – Executive Director. Mr. Kolchev participates in the governing bodies of Ecosvil EOOD, town of Svishtov (Manager), Svilosa 2000 AD, town of Svishtov (Chairman of the Board of Directors), Bulgarian Chamber of Chemical Industry, town of Sofia (Chairman of the Management Board), Industrial Economic Association – Economic Chamber of Svishtov,  town of Svishtov, ‘Sokol’ Hunting and Fishing Association, town of Svishtov, ‘Academic’ Table Tennis Sports Club, town of Svishtov.

1.3. Criteria and procedures for election of the members of the Board of Directors

1.3.1. The members of the Board of Directors of Svilosa AD get elected for a 5-year mandate through a transparent procedure to be stipulated in the Rules of Procedure of the Board (please consult p.1.4.3 below), which secures also timely and sufficient information about the personal and professional qualities of the candidate members. The list of candidate members of the Board, together with the information about their qualification and compliance with the requirements for becoming Board members, shall be published on the Internet page of the Company, in a specially designed for that purpose section. 

1.3.2. Under art. 116а (1) of the Public Offering of Stocks Act
, individuals who at the moment of their election are convicted by an absolute verdict for offence against property, the economy, the tax or social security system, committed in the Republic of Bulgaria or abroad, except for the cases of exoneration, may not become members of the Board of Directors.

1.3.3. According to the requirements of art. 116а (2) of the Public Offering of Stocks Act
, one third of the Board members must be independent from the Company. The same independence criteria are applicable to the Board members as those applicable to the independent auditors.

1.3.4. The members of the Board of Directors of Svilosa AD for whom after the date of their election circumstances covered by the previous two points arise, must immediately inform the Board of Directors and seize their functions, and shall not receive their remuneration. 

1.3.5. Each member of Svilosa AD’s Board of Directors, before taking office, shall assess their abilities to spend the necessary time on adequate performance of their duties. In their assessment, the respective person shall also take into consideration their responsibilities towards other companies in whose management or supervisory bodies they participate. A list of the companies, in the management or supervisory bodies of which each member of the Board of Directors of Svilosa AD participates, shall be published on the Internet page of the Company and updated when necessary. 

1.3.6. Detailed information about the Board members shall be given in the annual financial statement of the Company, as well.

1.4. Operativeness of the governance of the Board of Directors

1.4.1. The one-tier governance system of Svilosa AD causes no substantial financial costs, it is more simplified than the two-tier model and facilitates information flow within the Company. 

1.4.2. The heterogenous education and wide knowledge in different fields of the Board members guarantees the effective and professional management of the Company.

1.4.3. The Board of Directors of Svilosa AD holds regular sessions to discuss the status and development prospects of the Company on the basis of the prepared quarterly reports on the activity in comparison to the approved business plan. On a proposal from the Corporate Governance Committee, the Board of Directors adopts and updates Rules of Procedures, which shall form an integral part of the Good Corporate Governance Program and shall be published on the Internet page of the Company. The Rules of Procedure of the Board of Directors shall stipulate: 

· The election procedure for the Board members

· The maximum acceptable number of companies in whose management and supervisory bodies each Board member may participate

· The procedure for holding regular and extraordinary meetings and decision making

· Functions and limits of the delegated powers to the executive members of the Board and the frequency of their reporting to the Board.

1.5. Duties of the exclusive competence of the Board of Directors of Svilosa AD:

· The Board governs Svilosa and exerts control over the activity of its daughter companies 

· Determines the organizational structure of Svilosa and its daughter companies

· Discusses and approves the development strategy of the group

· Organizes the accounting and financial control over the group and approves the financial reports of Svilosa
· Controls the persons to whom the governance of the daughter companies is entrusted, and decides on their right to represent the Company

· Checks whether the actions of the abovementioned persons correspond to the requirements of the law, the Statute, the internal regulations and the instructions given

· Makes assessment of the performance of the individuals occupying responsible positions in Svilosa 

· Prepares the report of the management according to all requirements stipulated by the law

· Convenes and prepares the General Assemblies of Shareholders in cases stipulated by the law and executes the decisions taken 

· According to the Statute, the Board of Directors of Svilosa has the right, within 5 years starting 06.12.2006, on the basis of art. 196 (1) of the Commercial Act
, to take decisions on increasing Svilosa AD’s capital up to the total nominal value of BGN 100 000 000 (one hundred million), by issuing new ordinary or privileged shares

· Notifies the competent court in case of over-indebtedness of the Company

· Takes decisions on the opening and closing down of branches, participation or ending a participation in commercial and civil companies around the country or abroad, acquisition or alienation of real estate property and real rights, obtaining loans, giving guarantees and security, acquisition or granting of licences, concluding contracts for granting loans to third parties, establishing a pledge or mortgage over fixed tangible assets of the Company, and other Company matters outside of the competence scope of the General Assembly of Shareholders.

1.6.  Procedures for cooperation and control over the activity of the daughter companies

The Board of Directors of Svilosa AD supports the activity of the management bodies of the daughter companies, and the latter observe the adopted principles of good corporate governance and the strategic objectives for development of the group as they have been set by the Board of Directors of Svilosa AD, and are individually responsible for their implementation.
1.6.1.  Regular reports
 

1.6.1.1. Monthly reports

The managements of the daughter companies submit monthly reports (until the end of the first working week of the next month) to the Board of Directors of Svilosa AD regarding the execution of the business plan, as well as current and / or incidentally arisen legal issues and in-court disputes.

 
1.6.1.2. Preparation and reporting on the execution of the business plans

 

The managements of the daughter companies prepare their business plans for each following year until October 30 of the current year. The business plans shall be approved by the Board of Directors of Svilosa until November 30. Until April 15 of the following year, the approved business plans shall be reviewed and amended for the period till the end of the year by the respective management of the daughter companies and again presented for approval to the Board of Svilosa.
1.6.2. Meetings 

 

Regular weekly meetings shall be held between the Executive Director of Svilosa AD and the managements (or their representative) of the daughter companies for discussion of current issues. Provided that there are no issues to discuss, the meetings are not obligatory and the rule of p. 1.5.1 remains valid.

1.7. Procedures for effective and transparent execution of the functions for good corporate governance

In execution of their functions on good corporate governance of Svilosa in compliance with the best recognized global practices, the Board of Directors of Svilosa AD shall:

1.7.1. Adopt the annual business plan of Svilosa AD and its daughter companies.

1.7.2. Adopt and announce on the Company web site the following internal regulations, which shall be deemed an integral part of the Good Corporate Governance Program:

· Rules for holding General Meetings of Shareholders, on a proposal from the Corporate Governance Committee, in order to improve the effective participation of all shareholders in corporate decision making on matters of importance to the Company and to maximize their return and benefit. These rules are an important means of increasing the information security of shareholders regarding their rights and benefits from their participation in the General Assemblies.

· A Risk Management Plan on a proposal from the Internal Audit Committee. 

· A Code of Ethics of Svilosa on a proposal from the Corporate Governance Committee. The Code of Ethics which shall regulate the professional ethics to which the employees and the management of Svilosa AD and its daughter companies shall stick The Code of Ethics shall include, in particular: 

· Rules on handling and avoiding misuse of inside information 

· Measures on the avoidance of conflict of interests, including ‘fairness standards’ in cases of direct or indirect conflicts of interests between members of the Board of Directors and shareholders of Svilosa AD

· Limitation to the value of gifts that may be taken by the members of the Board of Directors.

· Internal Order Rules on a proposal from the Internal Audit Committee.

· Rules on transactions with related parties and stakeholders on a proposal from the Corporate Governance Committee.

· Measures to ensure the effective performance of the auditors’ duties on a proposal from the Internal Audit Committee.

· Independence criteria for the members of the Board of Directors and the registered auditor / audit enterprise on a proposal from the Internal Audit Committee.

· Program for cooperation with investors on a proposal from the Investor Relations Director. The program shall provide for specific measures intended to guarantee the transparency of all processes in the Company, so that Svilosa becomes more attractive to those who want to invest in its shares.

· Program for cooperation with the financial media on a proposal from the Information Committee. 

· Rules for cooperation with other categories of stakeholders intended to attract those parties to participate in preparing decisions on certain matters concerning Svilosa’s activity. Such rules shall be adopted only if necessary.

· Corporate Social Responsibility Program of Svilosa AD on a proposal from the Information Committee. 
· Rules for the realization of tender offers for purchase or exchange of shares of Svilosa.

1.7.3. Keeps an updated list of the individuals who handle inside information of the Company, which shall be presented to the Financial Supervision Commission on its request. Furthermore, the Board of Directors shall approve a sample of a Declaration for non-disclosure and non-abuse of inside information. Such a declaration shall be signed by each individual on the abovementioned list. The Board shall keep all signed declarations in its documentary archives. 

1.7.4. Keeps a register of transactions with related parties and stakeholders, which shall be made available to the shareholders and investors on their request. 

1.7.5. Every year the Board of Directors invites a few registered auditors / audit enterprises, other than the one Svilosa AD is working with at the respective moment, to submit offers for auditing Svilosa’s financial reports. All received offers are presented for review to the annual General Assembly of Shareholders. On the basis of the offers, the established professional requirements and the independence criteria, the Board of Directors lodges a written argumentative proposal to the General Assembly of Shareholders for election of a registered auditor / audit enterprise.     

1.7.6. In cases of high-value transactions under art. 114 (1) of the Public Offering of Stocks Act
, the Board of Directors shall submit to the General Assembly of Shareholders an argumentative report on the expedience and conditions of the respective transactions. The report shall be part of the materials submitted to the shareholders when the General Assembly is convened.

1.7.7. Every three months, in connection with the submission of Company financial reports, the Board of Directors approves for publication on the Company web site a letter to the investors regarding Svilosa’s financial results for the respective accounting period. 

2. MANAGEMENT BODIES OF THE DAUGHTER COMPANIES OF SVILOSA AD

2.1. Svilocell EAD
2.1.1. Svilocell EAD is governed and represented by a Board of Directors. Svilocell EAD’s governance structure is represented in Figure 2 below:
Figure 2: Svilocell EAD’s governance structure 





























The present Board of Directors has five members possessing the necessary professional qualification and moral qualities, as follows:

· Ossi Kokkonen – Chairman of the Board of Svilocell, citizen of the Republic of Finland; education: University Masters Degree (Pulp and Paper Making Technology (Helsinki University of Technology, 1962); special qualifications: profitability improvement of companies, large scale investments, decision support and integration of IT and business strategy; professional experience: Managerial positions in the Forest Owner Group – ‘Metsäliitto Cooperative’, Finland; 1964 – 88; Member of the Operative Management Board of ‘Metsä-Serla Oyj’ Finland, 1989 – 97; Chairman of the Board, ‘OK Partners Oy’, Finland, 1997 - 2007; CEO of the Finnish Technology Award Foundation (2003-2004); Secretary General of the Finnish Academy of Technologies  (1999-2001 and 2007 -); Member of the Board, ´Stromsdal Oyj`, Finland, 2005 –07; and  Chairman of the Board, ‘SW Partners Oy’, Finland, since 2007. 

· Ilian Nikolaev Ilarionov – Svilocell Board member and Executive Director, education: University Masters Degree (Automation, ‘Angel Kanchev’ University of Veliko Tarnovo)

· Atanas Rangelov Papazov – Svilocell Board member and ‘Investments’ Director, education: University Masters Degree (Automation and Cybernetics of Chemical Industry, ‘D. I. Mendeleev’ Chemical and Technical University, Moscow, Russia); special qualifications: planning and financing of investment projects, development of energy efficiency programs and human resources selection; professional experience: participation in international projects in the pulp and paper industry.

· Ivan Stoyanov Ganev – Svilocell Board member and Commercial Director, education: University Masters Degree (Economics and Industrial Management, ‘Dimitar Tsenov’ Academy of Economics, Svishtov) 

· Eero Nevalainen – Member of the Board of ‘Svilocell’, citizen of the Republic of Finland; education: University Masters Degree (BSc in Mechanical Engineering); special qualifications: mill engineering, process and layout design of paper mills, preliminary projects, feasibility studies, large scale investments; big green field paper and board mill projects, complete engineering and start-up services; professional experience: Pulp and Paper Projects Manager, ‘Linesti Oy’, Helsinki, Finland; member of the Finnish Paper Engineers’ Association (SPY), Technical Associations of the Pulp and Paper Industry (TAPPI) (1987 – 1993) 

2.1.2. According to the Svilocell Statute, the Board of Directors meets on regular sessions to discuss the status and development of Svilocell EAD. The Board ensures that the property of the company is taken good care of and preserved, sets the directions of the investment policy, adopts action plans and programs, and the company organizational and management structure, the procedure for appointing and dismissing staff members, the rules regarding salaries, and other internal rules and issues of Svilocell, except for those that fall within the competence of the single owner of the capital.

2.1.3. According to the Svilocell Statute, the Board members are entitled to a monthly remuneration to the amount of 3 average nominal Svilocell salaries. The Executive Director of Svilocell receives an additional remuneration to an amount set by Svilocell Board in the contract for commissioning of management. In case of lack of funds, the abovementioned remuneration shall not be paid, nor compensated in the future. 

2.2. Ecosvil EOOD 

2.2.1. Ecosvil EOOD is governed and represented by a manager. The manager organizes and governs the overall economic activity of Ecosvil and decides on all matters related to the performance of the field and scope of corporate activity, except for the matters entrusted by the law or the statute to be decided by the owner.     

2.2.2. At present, the Executive Director of Svilosa AD – Mihail Kolchev – is Manager of Ecosvil.

Ecosvil EOOD’s structure is represented in Figure 3 below: 

Figure 3: Ecosvil EOOD’s structure 






2.2.3. According to Ecosvil Statute, when the individual salary of the manager, specialists and workers are set, the individual contribution to the achieved results from the economic activity of Ecosvil EOOD is also taken into consideration.

2.3. Hotel Complex - Svilosa EOOD

Hotel Complex – Svilosa EOOD is governed and represented by a manager – currently Ivan Ganchev Gurchev. The manager organizes and governs the overall economic activity of Hotel Complex – Svilosa EOOD and decides on all matters related to the performance of the field and scope of corporate activity, except for the matters entrusted by the law or the statute to be decided by the owner. As Hotel Complex – Svilosa EOOD currently has no activity, it has no other employees, either.
2.4. Svilosa – BIO EOOD

Svilosa – BIO EOOD is governed and represented by a manager – currently Ivan Ganchev Gurchev. The manager organizes and governs the overall economic activity of Svilosa – BIO EOOD and decides on all matters related to the performance of the field and scope of corporate activity, except for the matters entrusted by the law or the statute to be decided by the owner. As a newly established company, Svilosa – BIO EOOD currently has no other employees.
3. WORKING COMMITTEES FOR GOOD CORPORATE GOVERNANCE

3.1. General provisions

In order to ensure a full transparency, operativeness, coordination and internal control over the activities by working departments in Svilosa AD and its daughter companies, the Board of Directors of Svilosa AD took a decision to establish working committees whose scope of activity is explained hereafter. 

3.1.1. Functions: The working committees ensure the necessary extent of transparency and the regular and consistent observance by all companies in the Svilosa group of the laws and internal regulations implementing the best international standards of corporate governance. It is a main objective of the working committees to prepare draft decisions of the Board of Directors of Svilosa AD or of the competent management bodies of the daughter companies. The committees have no own decision making power or budgets, but make proposals and report to the respective decision making bodies, as follows: the Corporate Governance Committee and the Internal Audit Committee – to the competent officer in charge or to the Svilosa Board of Directors, the Human Resources Committee, Information Committee, Environmental Committee and Site and Image Committee – to the competent officer in charge, or through the respective managing director to the respective company board. When approached by a committee on a particular issue, the respective management bodies of the daughter companies, at their discretion, might refer the issue to Svilosa Board for final consideration and decision making. The approached management body shall give a written response within 1 week.

3.1.2. Members: Except for the Corporate Governance Committee, where by all means members are the members of Svilosa’s Board and of the management bodies of the daughter companies, for the rest of the committees the managers of Ecosvil and Svilocell appoint representatives of theirs, while the members of Svilosa’s Board shall decide at their own discretion whether to participate as observers. Thus more employees than managers from the companies within the group are attracted for the activity of the committees, so that operative matters and problems are put forward to discussion and proposals for solutions are elaborated. The attendance of Svilosa’s Board members as observers is a guarantee to the committee members that the discussed problems and the proposed draft decisions shall be taken into consideration by the management.

3.1.3. Chairmеn: The chairmen of all committees are approved by the Board of Directors of Svilosa AD for a one-year mandate. The first chairman of each committee shall be recommended by Svilosa’s Board, and from the second year onwards Svilosa’s Board only approves the chairman proposed by each committee, whereas in the second year (2008) an internal election shall be held among the members and after the second year (since October 2009), as all committee members will have gained enough experience, a rotating principle shall be observed by an alphabetical name order.

3.1.4. Working procedures: For each committee, the Board of Directors of Svilosa AD approves a detailed Rules of Procedures at the time of the establishment of the committees and annually approves Working Programs. The committees address when in session the following types of activities: regular checks, handling of issues arisen since the last session and long term projects. The members participate in sessions in attendance or from distance, provided that there is a technical possibility. The protocols of the committees shall be sent for information to the Svilosa Board. 

Information about the working committees shall be published on the Internet page of the Company since November 2007 and can also be obtained personally from the Investor Relations Director. The results of the activity of each committee, including all regular and extraordinary committee sessions held during the reported period, shall be given acount of in the interim and annual activity reports of the Company. 

3.1.5. Dissaproval by one member of the majority proposal: In cases of contrasting discent on the part of a particular member of a working committee on a particular issue discussed, the view shall be attached to the proposal sent forward, and included in the protocol. The respective management body shall take a stand on the discent within 1 week of receipt.

3.2. Corporate Governance Committee 

3.2.1. Members: 

· Krasimir Dachev – Chairman of the Board of Directors, Svilosa AD

· Boni Bonev – Member of the Board of Directors, Svilosa AD 

· Mihail Kolchev – Executive Director, Svilosa AD

· Ossi Kokkonen – Chairman of the Board of Directors, Svilocell EAD

· Anna Lyutakova – Investor Relations Director, Svilosa AD

3.2.2. Chairman for 2007: Krasimir Dachev 
3.2.3. External consultants: At the invitation of any member, if the simple majority of all members agree, external experts and consultants may be involved in the sessions of the Corporate Governance Committee in an advisory capacity (no voting rights). 

3.2.4. Regular sessions: the members of the Corporate Governance Committee meet on regular sessions 3 times a year according to an annual Working Program approved in advance.

3.2.5. Functions and activities: The Corporate Governance Committee observes the prompt, consistent and timely implementation of the Good Corporate Governance Program by Svilosa AD and its daughter companies, and, in addition, gives proposals for improving and updating the corporate governance of the Svilosa group. The Corporate Governance Committee receives, analyzes and issues opinions and recommendations on the basis of the information submitted by the other working committees regarding any issues related to the corporate governance of Svilosa AD and its daughter companies, and proposes adequate measures to Svilosa’s Board in cases of detecting deviations from the good corporate governance standards or the corporate business principles. Besides, the Corporate Governance Committee may propose preventive measures for good corporate governance.

3.3. Internal Audit Committee

3.3.1. Members: 

· Ivan Ganev – Commercial Director and Board member, Svilocell EAD 

· Rumen Milchev – Chief Accountant, Svilocell EAD

· Zarka Parvanova – Chief Accountant, Svilosa AD

· Yordan Gaidarov – Production Director, Svilocell EAD

· Anita Kaneva – Inspector of Ecology, Svilosa AD

· Stefka Stefanova – Chief Accountant, Ecosvil EOOD

3.3.2. Chairman for 2007: Ivan Ganev

3.3.3. External consultants: 

· Ossi Kokkonen – Chairman of the Board of Directors, Svilocell EAD

· Marcus Riska – financial consultant 

· Petia Yordanova – financial consultant 

· The Internal Audit Committee might also invite to its sessions the auditor Svilosa is working with, to discuss important issues related to the upcoming audit of the annual financial statements of the Company. 

3.3.4. Regular sessions: 5 times a year according to an annual Working Program approved in advance.

3.3.5. Functions and activities: The Internal Audit Committee is a main body exerting an internal control in Svilosa group. In this connection, the Internal Audit Committee:

· Observes the prompt and lawful implementation of quality and technological standards by Svilosa AD and its daughter companies, as well as the execution of the decisions taken by Svilosa’s Board of Directors within the structural departments of the Company. 

· Observes the fulfillment of the approved business plans of Svilosa AD and its daughter companies, as well as of the significant projets of the group.
· Observes the fulfillment of Svilosa’s Risk Management Plan.

· Observes the execution of the concluded contracts by both parties – by Svilosa AD and its daughter companies, and by the suppliers of the companies within the group, the collection of debts, the prevention and monitoring of in-court disputes.

· Controls the exploration and development of new markets and customers, and the supplies of the main raw materials.

· Reviews the financial reports of Svilosa AD (quarterly and annual, consolidated and non-consolidated) and afterwards submits them for approval to Svilosa’s Board of Ditectors.

· Observes the specific performance by all employees and all persons who, on the basis of a written contract, provide the ongoing financial and accounting servicing to Svilosa AD for ensuring the effective performance of the auditors’ duties. 

· Exerts a periodical and ongoing control over the processes of information disclosure with a view to keeping the deadlines set by the law for submission of the Company’s financial reports to the Financial Supervision Commission and respecting the restriction set by the law for inside information disclosure.

· Observes and reports to Svilosa’s Board of Director on the arising, after the date of the election of particular individuals for independent members of Svilosa’s Board, respectively after the date of the conclusion of the contract with the independent auditor / audit enterprise, of circumstances infringing the approved independence criteria. The results from the periodical check of the implementation of the independence criteria shall be made public, including on the Internet page of the Company.  

· When deviations from the applicable legislative, contractual or corporate standards are detected or when a well-grounded possibility for deviations arises, each member of the Internal Audit  Committee, as well as each member of Svilosa’s Board of Directors, is entitled to summon the Internal Audit Committee on an extraordinary session. The Internal Audit Committee is obliged to express opinion on the issue arisen and to propose reactive or preventive measures to be approved by Svilosa’s Board and afterwards implemented by the competent persons.

3.4. Human Resources Committee 

3.4.1. Members: 

· Petko Petkov – Human Resource Manager, Svilocell EAD

· Atanas Papazov – ‘Investments’ Director and Board member, Svilocell EAD

· Stefka Vasileva – Human Resource Manager, Svilosa AD

3.4.2. Chairman for 2007: Atanas Papazov

3.4.3. External consultants: At the invitation of any member, if the simple majority of all members agree, external experts and consultants may be involved in the sessions of the Human Resources Committee in an advisory capacity. A possible external consultant is a staff recruitment and development agency having a contractual relationship with Svilosa AD.

3.4.4. Regular sessions: 2 times a year according to an annual Working Program approved in advance.

3.4.5. Functions and activities: The Human Resources Committee controls the implementation of the overall program of Svilosa AD for human resource planning, development and management with a view to promoting Svilosa to be an attractive place to work in, including improvement of the labour conditions and remuneration system, programs for professional training, qualification improvement, staff stimulation and motivation, attracting promising young employees, as well as overall personnel recruitment and creation of favourable conditions for professional development of the employees and their successful career in the companies of Svilosa group. 

3.5. Information Committee 

3.5.1. Members: 

· Zarka Parvanova – Chief Accountant, Svilosa AD

· Anna Lyutakova – Investor Relations Director, Svilosa AD

· Nikolai Badev – legal advisor to Svilosa AD

3.5.2. Chairman for 2007: Anna Lyutakova

3.5.3. External consultants: Marketor EOOD marketing communications and consulting agency, 14A Charles Darwin Str., tel./fax 02/8720515, web-site: http://marketorbg.com, e-mail: valia@marketorbg.com; eva@marketorbg.com.

Besides participation in the sessions of the Information Committee, the external communication agency Svilosa is working with has other key functions in building and sustaining a true image of the Svilosa group to the broad public in Bulgaria, while keeping the guidelines set by the Information Committee and Svilosa’ Board of Directors. The communication agency disseminates information about the Company to the media outside of the scope of the due by the law financial and economic information for whose disclosure the Investor Relations Director is responsible, devises and disseminates advertising materials of the Company to a broad and specialized audience, organizes Svilosa’s participation in specialized events, such as interviews, press-conferences, forums, road shows, etc., participates in the planning and execution of the corporate social responsibility strategy of ‘Svilosa’ AD.    

3.5.4. Regular sessions: 4 times a year according to an annual Working Program approved in advance.

3.5.5. Functions and activities: The Information Committee observes the correct functioning and the improvement of the system of internal and external communications within the Svilosa group. 

3.5.5.1. The Information Committee disseminates periodical internal information bulletins informing the employees on:

· sessions held and decisions taken by the Board of Directors of Svilosa AD and the management bodies of the daughter companies, as well as of the working committees of good corporate governance

· important ongoing activities taking place in Svilosa and its daughter companies

· human resource management in the companies of Svilosa group

· ongoing development of the investment projects of the group and other relevant issues. 

3.5.5.2. The Information Committee issues a monthly investor bulletin, addressed both to the shareholders and future investors in shares of Svilosa AD. The Investor Bulletin shall be published on the Internet page of the Company.

3.6. Environmental Committee

3.6.1. Members: 

· Anita Kaneva – Inspector of Ecology, Svilosa AD

· Lyudmil Antonov – Ecologist, Svilocell EAD

· Yordan Gaidarov – Production Director, Svilocell EAD

· Milen Minkov – Ecology Director, Ecosvil EOOD

3.6.2. Chairman for 2007: Yordan Gaidarov

3.6.3. External consultants: At the invitation of any member, if the simple majority of all members agree, external experts and consultants may be involved in the sessions of the Environmental Committee in an advisory capacity. A possible external consultant is a staff recruitment and development agency having a contractual relationship with Svilosa AD.

3.6.4. Regular sessions: 2 times a year according to an annual Working Program approved in advance.

3.6.5. Functions and activities: The Environmental Committee controls the implementation of ongoing projects related to environment protection in connection with Svilosa’s production activity, proposes and controls the implementation of new ecological measures and projects by the companies of Svilosa group, observes compliance with legislative requirements regarding environment protection.

3.7. Site and Image Committee  

3.7.1. Members: 
· Krasimir Dachev – Chairman of the Board of Directors, Svilosa AD 
· Mihail Kolchev – Executive Director, Svilosa AD

· Boni Bonev – Member of the Board of Directors, Svilosa AD 

· Ilian Ilarionov – Executive Director, Svilocell EAD

· Nikolai Badev – legal advisor to Svilosa AD

3.7.2. Chairman for 2007: Krasimir Dachev
3.7.3. External consultants: Boiko Baltakov – Chief Architect, Municipality of Svishtov 

At the invitation of any member, if the simple majority of all members agree, other experts and consultants may be involved in the sessions of the Site and Image Committee in an advisory capacity, too, including external consultants on ongoing and future investment projects of Svilosa group falling within the competence scope of the Site and Image Committee.

3.7.4. Regular sessions: 4 times a year according to an annual Working Program approved in advance.

3.7.5. Functions and activities: The Site and Image Committee proposes and controls the implementation of projects for improvement of the outside and inside physical looks of the real estate and the buildings owned by the companies of Svilosa group, as well as the management and development of the real estate, including land, industrial buildings and the areas in between, owned by Svilosa, and the overall development of the site and production grounds of Svilosa, its potential expansion through acquisition of new real estates, development of the areas around the production area of Svilosa. The Site and Image Committee shall observe the feasibility study and the technical implementation of the projects for an industrial park, port extension and a ferry-boat project, a paper mill, as well as public-private partnership projects. 

4. INDEPENDENT AUDITOR 

4.1. The independent auditor / audit enterprise observes the performance of the best practices of good corporate governance of Svilosa AD, exerting external control over the authenticity in all aspects of substantiality of the Company financial reports prepared in compliance with the Bulgarian accounting legislation.

4.2. The forming and expression of independent auditor’s opinion shall be in compliance with the International Auditing Standards.

4.3. The auditors act independently from the shareholders who have elected them. 

4.4. A detailed information about the auditors regarding their professional qualification and the statement of Svilosa’s Board on their independence shall be made available to the Company shareholders within the deadlines set by the law for promulgation of the materials, as part of the agenda of the General Assembly of Shareholders, where an item is included for election of a registered auditor of the Company. The abovementioned information shall be published on the Company web site, as well.

4.5. Svilosa’s auditor for the years 2004, 2005 и 2006 is KPMG Bulgaria OOD, having its seat and registered office in the city of Sofia, 3 Fritiof Nansen Str.

5. INVESTOR RELATIONS DIRECTOR

5.1. Contact details of the Investor Relations Director

An updated address, phone numbers and an electronic mail address for contacting the Investor Relations Director of Svilosa AD shall be published on the Company web page. Information about the professional qualifications and experience of the individual holding this position shall also be uploaded on the Internet site of Svilosa AD.

At present, Investor Relations Director of Svilosa AD is Anna Tsvetanova Lyutakova, office address: Sofia, Iztok living quarter, 14A Charles Darwin Str., tel. 02/; 872 05 67, GSM 0888/649569, e-mail: anna@svilosa.bg.

5.2. Functions of the Investor Relations Director on the fulfillment of Svilosa’s good corporate governance

5.2.1. Functions of Company information disclosure

The Investor Relations Director has key functions in Company information disclosure through the system of internal and external communications and hence for the transparency of Svilosa’s corporate governance. In particular, the Investor Relations Director observes the lawful and specific disclosure of the following types of information
:

5.2.1.1. Periodical disclosure of regulated information about Svilosa AD 

· quarterly and annual financial reports (non-consolidated and consolidated) on the activity in compliance with the requirements of the Public Offering of Stocks Act
. Particular deadlines for submitting the financial reports are set in the Corporate Calendar to the Good Corporate Governance Program.

· information about the convening of General Assemblies of Shareholders (invitations
, Protocols of the General Assemblies
, notification of the voted cast through a representative
)

5.2.1.2. Casual disclosure of regulated information about Svilosa AD 
· notification of the changes in the rights on the issued class of shares and of any decision for issuing of new shares of the Company
 
· documents and notifications regarding further public offerings of shares of Svilosa

· notification of the results of public offerings
 and subsequent notifications under art. 112д of the Public Offering of Stocks Act

· disclosure of share participation under art. 148, letter „б” of the Public Offering of Stocks Act

· important inside information, influencing the price of shares, under art. 4 of the Law Against Market Abuse With Financial Instruments
 and Appendix 9 to Ordinance No. 2 of the Financial Supervision Commission
 

· notifications of other circumstances, due to be registered by the Financial Supervision Commission in compliance with Ordinance No.15 on the keeping and storing of the registers of the Financial Supervision Commission and the circumstances due to be entered.

5.2.1.3. Constant disclosure of information about Svilosa AD 

· Through technical devices (telephone, fax, Internet), at any time of the working week, or in a personal meeting at the request of the individual looking for information, or in the context of organized corporate events, the Investor Relations Director shall make available the whole volume of information due according to the applicable law and the adopted practices of good corporate governance of the Company, on all matters of the activity and management of Svilosa AD and its daughter companies, to all addressees – the shareholders, the investment community, the supervisory state bodies, the stakeholders, the media and the broad public. Moreover, the Investor Relations Director provides and clarifies to all persons who show interest Svilosa’s official documents, including the constituent documents, financial reports, business plans and all documents deemed to be an integral part of the Good Corporate Governance Program.

· The Investor Relations Director is the effective link between the Board of Directors of Svilosa AD and the addressees of Company information, in that she or he brings to the attention of the Board possible relevant comments and proposals made by the addressees. Getting feedback from the addressees helps for the constant improvement of the corporate governance of the Svilosa group companies.

5.2.2. Special care about the rights of shareholders and the improvement of their cooperation with the Company management

Besides the measures in point 5.2.1, the Investor Relations Director shall: 

· Give access to the shareholders, on their request, to the Company commercial books under the Commercial Act, and prepare references for the shares they hold by consulting the Book of Shareholders of the Company and the registers of the Central Depository AD.

· Clarify to the shareholders their rights and obligations according to the effective legislative framework and the adopted internal regulations of Svilosa AD.

· Prepare, on an instruction by the Board of Directors or on request by particular shareholders, written statements on particular issues related to shareholders’ rights. The Board might assign the delivering of such statements to a juridical or financial-and-accounting expert of the Company, as well.

· Keep a special register ‘Correspondence with shareholders’.

· Promote the direct contacts between the shareholders and the Company through corporate events organized especially for that purpose, which shall be planned in the Corporate Calendar to the Good Corporate Governance Program. An event of that type might be a so called ‘Investor Relations Days’ (‘open-door days’) of Svilosa AD, where the current shareholders and all interested parties can communicate directly and personally with the management of Svilosa AD and its daughter companies, with the Investor Relations Director and other key representatives of the companies of Svilosa group. 
5.2.3. Other functions of the Investor Relations Director: 

· Keeps and archives true and complete protocols of the meetings of Svilosa’s Board of Directors.

· Keeps registers of the notifications sent to the Financial Supervision Commission, Bulgarian Stock Exchange and the Central Depository, of incoming and outgoing documentation from other duly empowered bodies in connection with the Company activity, of the requests received from and the information supplied to persons interested in the Company outside of the scope of its shareholders.

· Participates in the drafting of the annual and the interim activity reports, which are included in the annual and quarterly financial reports of the Company respectively, in their part regarding the implementation of the Good Corporate Governance Program. The annual report on the implementation of the Good Corporate Governance Program shall contain information to what extent the principles of the National Code of Corporate Governance have been applied by Svilosa AD, as well as a description of the problems that have arisen in their application and an explanation how they have been solved (whereas the ‘observe or explain’ principle is valid). Besides, in his/her annual activity report to the General Assembly of Shareholders the Investor Relations Director shall report on the implementation of the Good Corporate Governance during the previous year and receive comments and proposals for its improvement. 

· The Investor Relations Director is responsible for the updating of the Good Corporate Governance Program and the Corporate Calendar of Svilosa AD. He/she reviews and assesses periodically the Good Corporate Governance Program in regard of its effectiveness and actuality according to the current legislative basis and the best recognized global practices of good corporate governance. The Investor Relations Director may pose the question for the updating of the Good Corporate Governance Program to the Corporate Governance Committee or directly to the Board of Directors of Svilosa AD. The Board of Directors approves the necessary amendments to the Program.

VІІ. FINAL PROVISIONS

This Good Corporate Governance Program was adopted at a session of the Board of Directors of Svilosa AD, by a protocol dated 23.10.2007, and enters into force as at 24.10.2007.
Svilosa AD informs its shareholders, potential investors and everybody who is interested in the Good Corporate Governance Program that they can get personally acquainted with it at the Company headquarters in the town of Svishtov, West Industrial Zone, or in the office of the Investor Relations Director in Sofia, Iztok living quarter, 14A Charles Darwin Str., fl. 4.

This Good Corporate Governance Program will be made available to the Financial Supervision Committee, Bulgarian Stock Exchange AD, on the Company web page, as well as in a hard copy at the Company headquarters and in the office of the Investor Relations Director.
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ENDNOTES 





� A First Class Investment Certificate (the highest class) is issued by the Bulgarian Investment Agency (an executive agency to the Minister of Economy and Energyent Agency () is issued by the Bulgarian  STRATEGYiat. dushternite drujestva, vupreki che razpolagame s takava, zashtoto ) for investments reaching over BGN 70 mln according to the Bulgarian Law on Investments Encouragement. The First Class Investment Certificate grants the right to an individual administrative servicing, an alleviated regime of receiving ownership right and limited real rights over real estate, private, state or municipal property, and getting special-purpose funds from the state budget for building elements technical infrastructure elements.





� Art. 71 of the Commercial Act - Protection of Partnership: “Any partner in a company may bring an action to the district court of the company's seat to protect its right to be a partner and its individual rights as a partner, when these have been violated by the company's organs.” 





� Art. 111 of the Public Offering of Securities Act (POSA): 


“(4) A public company may not issue preference shares entitling the holder to more than one vote or to extra portion of the residual distribution of the company's assets in the event of winding-up.


(5) During any calendar year, a public company may not acquire more than 3 per cent of its own voting shares in the event of reduction of capital by cancellation of shares and repurchase save under the terms and according to the procedure of tender offering under Article 149B herein. In such a case, the requirements to holders of at least 5 per cent wishing to acquire more than one third of the voting shares shall not apply.”





� Art. 223(3) of the Commercial Act (last amendment – State Gazette, issue 38 of 2006, coming into force on 01.01.2008 when the Trade Register Law) „The convening shall be effected through an inviation published in the Trade Register...”


(5) (last amendment – State Gazette, issue 38 of 2006, coming into force on 01.01.2008 when the Trade Register Law) „The period from the announcement in the Trade Register till the opening of the General Assembly may not be shorter than 30 days.”





Until 01.01.2008 the previous procedure for convening general assemblies remains valid – though promulgation of the invitation in the State Gazette.





� Art. 116 (1) of POSA: “Any written proxy to represent a shareholder at the Shareholders' General Meeting of any public company must be granted for a specific General Meeting, must be expressly formulated, notarized, and have the minimum contents as prescribed by ordinance.”





� Art. 74 of the Commercial Act (‘Repeal of a Resolution of the Company's General Meeting’): 


“(1) Every partner or shareholder may bring an action before the district court of the company's seat for the repeal of a resolution of the general meeting when such resolution is inconsistent with a mandatory provision of the law or with the articles or, respectively, the Articles of Association of the company. The action shall be brought against the company. 


(2) The action shall be brought within 14 days of the date of the meeting when the plaintiff was present or was duly notified, or otherwise within 14 days of learning of the resolution, but not later than three months after the date of the general meeting.


(3) A partner or shareholder may intervene in a proceeding in accordance with the provisions of the Code of Civil Procedure. It may carry on the proceedings even after the withdrawal of the original plaintiff.


(4) (new – State Gazette, No.59 of 2007, effective as from 01.03.2008) The action shall be heard according to Chapter 33 ‘Proceedings regarding collective actions’ of the Code of Civil Procedure, when a decision of the General Assembly of a joint-stock company is challenged which has issued bearer’s shares or of an open-type investment company. In such a case, exclusion from participation is not allowed.”


Art. 75 of the Commercial Act (Subsequent Voiding of Annulled Resolution): 


“(1) The instructions given by the court in repealing a general meeting resolution concerning the interpretation of the law, the memorandum of association or the Articles of Association shall be binding on the general meeting whenever it discusses the same issue again.


(2) Resolutions or acts by the company's organs which are in contravention of an effective court ruling are null and void. Each partner or shareholder may at any moment refer to such nullity or request its proclamation by the court.”





� Pls refer to endnote 17 below.








� Art. 114 of POSA:


“(1) Without being expressly empowered by the General Meeting, the persons managing and representing any public company may not effect transactions as a result of which:


1. the company acquires, transfers, receives or surrenders for use or furnishes as security in any form whatsoever any fixed assets to a value exceeding:


(a) one third of the lower of the value of the assets according to the balance sheet of the said company as last audited


or as last prepared;


(b) 2 per cent of the lower of the value of the assets according to the balance sheet of the said company as last audited or as last prepared, where interested parties participate in the transactions;


2. the company incurs obligations to a single person or to related parties to an aggregate value exceeding the value referred to in Littera (a) of Item 1 or, where the said obligations are incurred to interested parties or in favour of interested parties, to an aggregate value exceeding the value referred to in Littera (b) of Item 1;


3. the receivables of the company from a single person or from related parties exceed the value referred to in Littera (a) of Item 1 or, where interested parties are debtors of the company, the value referred to in Littera (b) of Item 1.


(4) Any transactions, which separately fall below the thresholds set under Paragraph (1) but  n aggregate lead to a change of property exceeding the said thresholds, shall be treated as a single whole if effected within a period of three calendar years and in favour of a single person or of related parties, or if a single person or related parties are parties to the transactions, as the case may be. In such cases, the act or the transaction whereby the thresholds under Paragraph (1) are exceeded shall be subject to endorsement by the Shareholders' General Meeting.


(8) The provision of Paragraph (1) shall not apply in the cases:


1. of transactions effected in the course of ordinary business activities of the company, inter alia upon conclusion of contracts of bank credit and furnishing of security, except where interested parties participate in the said transactions;


2. of extension of credit by a holding company and provision of deposits by a subsidiary on terms less favourable than the local market terms;


3. where there is a contract of joint venture under Section III.


(10) Any transactions effected in violation of Paragraphs (1) through (9) inclusive shall be void.”





� The 10 Principles of the Global Compact of UNDP:


The Global Compact asks companies to embrace, support and enact , within their sphere of influence, a set of core values divided in four major categories as follows:


� HYPERLINK "http://www.globalcompact.org/AboutTheGC/TheTenPrinciples/humanRights.html" \t "_blank" �Human Rights:�


Principle 1: Businesses should support and respect the protection of internationally proclaimed human rights within


their sphere of influence; 


Principle 2: make sure that they are not complicit in human rights abuses. 


� HYPERLINK "http://www.globalcompact.org/AboutTheGC/TheTenPrinciples/labourStandards.html" \t "_blank" �Labour Standards:� 


Principle 3: Businesses should uphold the freedom of association and the effective recognition of the right to   collective bargaining;


Principle 4: the elimination of all forms of forced and compulsory labour; 


Principle 5: the effective abolition of child labour; and 


Principle 6: eliminate discrimination in respect of employment and occupation. 


� HYPERLINK "http://www.globalcompact.org/AboutTheGC/TheTenPrinciples/environment.html" \t "_blank" �Environment:� �Principle 7: Businesses should support a precautionary approach to environmental challenges; 


Principle 8: undertake initiatives to promote greater environmental responsibility; 


Principle 9: encourage the development and diffusion of environmentally friendly technologies. 


� HYPERLINK "http://www.globalcompact.org/AboutTheGC/TheTenPrinciples/principle10.html" \t "_blank" �Anti-Corruption:� �Principle 10: Businesses should work against all forms of corruption, including extortion and bribery





� Art. 6 of the Kyoto Protocol:


“1. For the purpose of meeting its commitments under Article 3, any Party included in Annex I may transfer to, or acquire from, any other such Party emission reduction units resulting from projects aimed at reducing anthropogenic emissions by sources or enhancing anthropogenic removals by sinks of greenhouse gases in any sector of the economy, provided that:


(a) Any such project has the approval of the Parties involved;


(b) Any such project provides a reduction in emissions by sources, or an enhancement of removals by sinks, that is additional to any that would otherwise occur;


(c) It does not acquire any emission reduction units if it is not in compliance with its obligations under Articles 5 and 7; and


(d) The acquisition of emission reduction units shall be supplemental to domestic actions for the purposes of meeting commitments under Article 3.


2. The Conference of the Parties serving as the meeting of the Parties to this Protocol may, at its first session or as soon as practicable thereafter, further elaborate guidelines for the implementation of this Article, including for verification and reporting.


3. A Party included in Annex I may authorize legal entities to participate, under its responsibility, in actions leading to the generation, transfer or acquisition under this Article of emission reduction units.


4. If a question of implementation by a Party included in Annex I of the requirements referred to in this Article is identified in accordance with the relevant provisions of Article 8, transfers and acquisitions of emission reduction units may continue to be made after the question has been identified, provided that any such units may not be used by a Party to meet its commitments under Article 3 until any issue of compliance is resolved.”





� Art. 100т (1) of POSA (effective since 03.07.2007): “The issuer or the person who demanded, without the agreement of the issuer, to be admitted to trade on a regulated market, is obliged to disclose the regulated information to the Commission and the public at one and the same time. The issuer who has made only a public offering of shares is obliged to disclose the information under the first sentence of this article first on the territory of the Republic of Builgaria.”





� Art. 116a (1) of POSA: “Any person, who at the time of election is under an effective sentence for offences against property, economic offences or offences against the financial system, the tax system or the social insurance system, committed in the Republic of Bulgaria or abroad, shall be ineligible to the management bodies and supervisory bodies of any public company unless rehabilitated.”





� Art. 116a (2) of POSA: “At least one third of the members of the Board of Directors or of the Supervisory Board of any public company must be independent persons. To qualify as independent, a member of the board may not be:


1. a person serving the public company;


2. a shareholder holding, whether directly or through related parties, at least 25 per cent of the votes in the General Meeting, or a party related to the company;


3. a person who is in a sustained business relationship with the public company;


4. a member of a management body or supervisory body, a managerial agent or a person serving any commercial corporation or any other legal person referred to in Items 2 and 3;


5. a party related to another member of a management body or supervisory body of the public company.”





� Art. 196 (1) of the Commercial Act (1) “The Articles of Association may empower the managing board, or the board of directors as the case may be, to increases the capital stock up to a certain nominal amount in the course of five years from the date of incorporation, by issuing new shares. A resolution to the same effect may also be passed by amending the Articles of Association in accordance with the provision of article 192, paragraph 3, for a period not exceeding five years from the date of registration of the amendment.”





� See endnote No. 8 above





� The information due to be disclosed by listed public companies after their initial public offering of stocks is referred to in the applicable national laws as ‘subsequent’ or ‘regulated’ information. Here follow general legal provisions regarding the subsequent / regulated information disclosure:





Art. 27 of Ordinane No. 2 of the Financial Supervision Commission on prospects for initial public offering of stocks and disclosure of information by the public companies and other issuers of stocks:


„(1) (last amendment – State Gazette, issue 82 of 2007) The issuer is obliged to subsequently disclose information, in that it presents to the commission and the public:


1. periodical information;


2. inside information according to art. 4 of the Law Against Market Abuse With Financial Instruments;


3. other regulated information within the meaning of POSA.


(2) (new – State Gazette, issue 82 of 2007) Any issuer shall be obliged to subsequently disclose information by notifying the commission of the occurrence of circumstances due to be entered into the register kept by the commission according to the ordinance under art. 30 para 2 of the Financial Supervision Commission Act, as well as of the changes in the said circumstances. The obligation under the first sentence of this paragraph shall be fulfilled by the issuer till the end of the working day following the day of decision taking or of coming to know about the respective circumstance, and when it is due to be entered into the Trade Register – till the end of the next working day following the day of the issuer’s coming to know about the respective entering into the Trade Register, but not later than 7 days after the entering.


(3) The issuers whose stocks have been admitted to trading on a regulated market and for which the Republic of Bulgaria is a country dispatch according to art. 77ш para 1 point 6 of POSA shall make available to the commission and the public a document including or making a reference to the whole volume of information they have published or made available to the public in another way during the last 12 months. Regarding the deadline and way of making the said document available, art. 27 of Regulation (EC) No. 809/2004 shall apply.”


(4) (new – State Gazette, issue 82 of 2007) Public companies shall present to the commission, the regulated market where their stocks are traded and the Central Depository the invitation for convening a general assembly of shareholders and the materials therefor according to art. 115(5) of POSA at least 45 days before the holding of the assembly.


(5) (new – State Gazette, issue 82 of 2007) Public companies shall present to the commission, the regulated market where their stocks are traded the protocol of the general assembly according to art. 117(1) of POSA within 3 working days of the holding of the assembly.”





Art. 100т. of POSA (new, effective since 03.07.2007):


“(3) Regulated information shall be disclosed to the public in a way that ensures it will reach the widest possible scope of persons simultaneously and in a way that does not discriminate them. The issuer shall be obliged to use an information agency or another media that can ensure the effective dissemination of regulated information to the public in all member states…


(4) The issuer or person who has requested for its stocks to be admitted to trade on a regulated market may not collect fees from investors for access to the regulated information.”


Art. 100м. (1) of POSA (new, effective since 03.07.2007): “Reports, notifications and other information disclosed under this chapter, shall include the information needed for investors to a reasoned investment decision. The reports, notifications and information may not contain untrue, misleading or incomplete data.”





The Financial Supervision Commission gives publicity to the information received by Svilosa AD through its electronic register of public companies and other issuers of stocks, which is open for free access to the public on the web site of the Financial Supervision Commission.





� Art. 100н of POSA: 


“(1) Any issuer is obliged to disclose publicly the annual financial report on its activity within 90 days of the end of the financial year.


(2) Any issuer who is obliged to prepare a consolidated financial report, must disclose publicly the annual consolidated financial report on its activity within 120 days of the end of the financial year.


(3) Any issuer is obliged to ensure that the annual financial report and the annual consolidated financial report on its activity shall remain at the disposal of the public for a period not shorter than 5 years.


(4) The annual financial activity report shall include:


1. a financial statement under the Accounting Act cerified by a registered auditor, as well as the auditor’s report


2. an annual activity report


3. a program for implementation of internationally recognized standards of good corporate governance, all of the above as stipulated by the Commission’s deputy-president;


4. declarations by the responsible persons within the issuer, stating their names and functions, that as far as they know:pulated by the 


al  the public for a period not shorter than 5 years.shares are accepted for trade, have to be infr


а) the financial statement prepared according to the applicable accounting standards reflect truly and honestly the information for the assets and liabilities, the financial status and profit or loss of the issuer and the companies included through the consolidation;


б) the activity report contains an authentic review of the development and results of the issuer’s activity, as well as the status of the issuer and the companies included through the consolidation, together with a description of the main risks and uncertainties which the issuer faces; 


5. other information provided for by an ordinance.


(5) When the issuer is obliged to prepare a consolidated financial statement, the annual consolidated financial activity report has the content of art. 4, p.1, 2, 4 and 5, and the financial statement shall be prepared according to the International Accounting Standards and shall be presented together with the annual audited financial statement of the mother-company prepared according to the national legislation of the member state of the seat of the mother-company.


(6) When the issuer is obliged to prepare a consolidated financial statement under art. 5, the audited financial statement shall be prepared according to the national legislation of the member state of the issuer’s seat.


(7) The annual activity report shall include besides the information under the Accounting Act, also information about:


1. the execution of the program for implementation of internationally recognized standards of good corporate governance under art. 4, p.3 above, and when there is none such – the reasons why such has not been adopted, as well as about the compliance of the activity of the management and controlling bodies of the issuer with those standards during the past year;ndards ut the compliance of the activity of the management and controlling bodies of the issuer during he member s


2. the resons why the activity of the management and controlling bodies of the issuer has not been in compliance with the program, respectively with the standards under p.1 above, if such discrepancy arises; 


3. the measure taken to overcome the causes under p.2 above and to implement the good corporate governance program;


4. reassessment of the program and proposals for its amendment, so that the application of the good corporate standards is improved within the company;


5. any other information provided for by an ordinance.”


Art. 100o of POSA:


„(1) Any issuer is obliged to disclose publicly quarterly financial reports on its activity within 30 days of the end of each quarter of year.


(2) Any issuer that prepares a consolidated annual financial statement, is obliged to disclose publicly publicly quarterly onsolidated financial reports on its activity within 60 days of the end of each quarter of year.


(3) The issuer is obliged to ensure that the quarterly financial report and the quarterly consolidated financial report on its activity shall remain at the disposal of the public for a period not shorter than 5 years.


(4) Any quarterly financial activity report includes:


1. a set of financial statements;


2. an interim activity report containing information about important events that have occurred during the respective quarter and through accumulation from the beginning of the financial year till the end of the respective quarter, and for their influence over the results appearing in the financial statement, as well as a description of the main risks and uncertainties that the issues faces for the rest of  the financial year; for issuers of shares the report shall include information about the concluded large scale transactions between related parties, the minimal content of which information shall be stipulated by an ordinance;


3. declartations by the responsible persons within the issuer, stating their names and functions, that as far as they know:pulated by the 


al  the public for a period not shorter than 5 years.shares are accepted for trade, have to be infr


а) the set of financial statements prepared according to the applicable accounting standards reflect truly and honestly the information for the assets and liabilities, the financial status and profit or loss of the issuer and the companies included through the consolidation;


б) the interim activity report contains an authentic review of the information under art. 2; 


4. other information provided for by an ordinance.


(5) When the issuer is obliged to prepare a consolidated financial statement, the consolidated quarterly financial activity report shall have the content of art. 4 and the financial statement shall be prepared according to the International Accounting Standards applicable to the preparation of interim reports.


(6) When the issuer is not obliged to prepare an interim consolidated financial statement under art. 5, the set of financial statements, in cases where it has not been prepared according to the International Accounting Standards, must include at least a summary balance sheet, a summary income report and selected explanatory attachments, the content of which shall be stipulated by an ordinance. In preparation of the summary balance sheet and the summary income report, the same principles for recognition and reporting, applied when the annual financial statement is in preparation, are applicable.


(7) If the interim financial report has been certified by a registered auditor or an auditor’s review has been made under conditions and with a content stipulated by law, the adutor’s report, the results of the review respectively, shall be plaed at the disposal of the public together with the financial statement. If the financial statement has not been cerified or reviewed, the issuer shall state that circumstance.”





For more detailed requirements about the content of the annual and quarterly reports please refer to Ordinance No. 2 of the Financial Supervision Commission as last amended (State Gazette, issue 82 of 12.10.2007).





� Art. 115 of POSA:


„(3) The company shall be obligated to disclose the invitation referred to in Article 223 (4) of the Commercial Act in the Commercial Register and to arrange for the publication of the said invitation in one national daily newspaper at least 30 days prior to the opening of the General Assembly.


(4) Any invitation referred to in Paragraph (2), together with the materials for the General Assembly under Article 224 of the Commercial Act, shall be transmitted to the Commission, the Central Depository and the regulated market whereon the shares of the company concerned are admitted to trading not later than 45 years prior to the Assembly. The Commission and the regulated market shall make public the materials received.”





� Art. 117(1) of POSA: „The The company shall be obligated to transmit to the Commission and to the regulated market where the company shares are admitted for trade the Protocol of the General Assembly within 3 days of its hodling.”





When the General Assembly decides on particular matters of importance under art. 112б(1) and art. 100ш of POSA, the notification deadline is shorter:


Art. 112б(1) of POSA: „… The company shall be obligated to transmit to the Commission, to the regulated market and to the Central Depository the Protocol recording the resolution on increase of capital till the end of the working day next succeeding the day of holding of the General Assembly or the day of holding of the meeting of the management body.”


Art. 100ш of POSA: „(1) The issuer shall be obliged to notify the Commission about:


1. amendments of its Statute;


2. changes in its managing and controlling bodies;


3. the decision for transformation of the company;


4. other circumstances provided for in an ordinance.


(2) The issuer shall fulfill its obligation under art.1 till the end of the working day next succeeding the day of decision taking or of coming to know of the respective circumstance, and when the said circumstance is due to be entered into the Commercial Register – till the end of the working day next succeeding the day of coming to know of the respective entering, but not later than 7 days after the entering.” 





�  Art. 116(11) of POSA: „The Company is obliged to notify the Commission of the exercise of voting power by proxy within 7 days of the General Assembly.”





� Art. 111а. (new, effective since 03.07.2007) „ (1) Any public company is obliged to disclose according to the procedure of art. 100т and art. 100ф all changes in the rights on separate share classes, including changes in the rights on derivative financial instruments, issued by the respective company, which give the right to acquisition of shares of the respective company.


(2) Any public company is obliged to notify the commission of any decision for issuing of new shares, including decisions regarding the distribution, inscription, annulment or transformation of bonds into shares.


(3) The obligation under articles 1 and 2 shall be fulfilled till the end of the working day next succeeding the day of decision taking, and when the said decision is due to be entered into the Commercial Register – till the end of the working day next succeeding the day of coming to know of the respective entering, but not later than 7 days after the entering.” 





� Art. 92а of POSA (new, effective since 01.01.2007):


„(1) The issuer or offerer shall publish an announement about the public offering, the initial and final date of the subscription, respectively the initial and final date of the sale, the registation number of the confirmation issued by the commission, the place, time and way that the prospectus can be looked through, as well as other data stipulated by an ordinance. 


(2) The announement under art. 1 shall be published in the State Gazette and in one national daily newspaper at least 7 days before the initial date of the inscription or the start of the sale. 


(3) The date of the publication of the announcement under art. 1 is considered to be the start of the public offering.


(4) The date indicated in the announcement under art. 1 on which shares of the issuer can be inscribed or purchased respectively, shall be deemed to be the start of the inscription or the sale respectively.


(5) The issuer, offerer or the person who intends to submit a request for stocks to be admitted to trading on a regulated market shall be obliged to make the prospectus available to the public throug its publication in the press in the form of a broshure or in another appropriate way not later than the initial date of the public offering or the admission of the respective stocks to trading on a regulated market.” 





However, Svilosa falls under the following provision for exemption of the obligation to publish a prospectus for further public offerings of shares:


Art. 82а of POSA (new, effective since 01.01.2007): 


„(1) When the issuer has a registration document confirmed by the commission, in the event of a public offering of stocks or admission of stocks to trading on a regulated market only a document about the stocks and a resume may be prepared. 


(2) In the cases under art. 1, the document about the stocks shall also contain updated information derived from the registration document, if, since its latest updating or supplementation under art. 85 para 2, the data stated therein have been changed substantially or new circumstances have arisen that can influence the assessment of the investors.


(3) The commission shall deliver a statement on the document about the stocks and the resume according to the procedure of art. 91. When the issuer possesses a registration document that has been submitted to the commission but has not been confirmed, the commission shall deliver a statement on the whole prospect, including the updated information.”


Art. 23 of Ordinance No. 2 of the Financial Supervision Commission: 


„(4) In the cases where it is not necessary to publish a prospectus, the substantial information provided by the issuer or offerer to a certain category of investors, including information disclosed at meetings, related to the offering of stocks, shall be disclosed to all investors of the respective category to which the initial offering refers.”


(6) The advertising materials and publications in connection with the public offering or the admission of shares to trading on a regulated market shall be in the form indiated in art. 34 of Regulation (EC) No. 809/2004.”





� Art. 112б (12) of POSA regarding capital inrease of public companies: „Within three working days after the closure of the subscription, the public company shall notify the Commission of the conduct of the said subscription and the results thereof, including any difficulties, disputes and other such in the trading of the rights and the subscription for the shares. The said notification may not contain any untrue or deficient material particulars.”





� Art. 112д of POSA: „Any public company is obliged to disclose, under the conditions and the procedure of art. 100т and 100ф, the information regarding the total number of shares with voting rights and the amount of capital at the end of each month within which the capital increase or decrease has been performed. The information shall be disclosed for each separate class of shares.”





� Art. 145(1) of POSA: „Any shareholder who aquires or transfers directly and/or under the provisions of art. 146 a voting right in the General Assembly of a public company, is obliged to notify the Commission and the respective public company, when:


1. as result of the acquisition or transfer the respective shareholder’s voting right reaches, exceeds or falls below 5 per cent or a multiple of 5 per cent of the number of voting rights in the General Assembly of the company;


2. the respective shareholder’s voting right reaches, exceeds or falls below the trasholds under p.1 as a result of events leading to changes in the total number of voting rights on the basis of the information proclaimed according to art. 112д.”


Art. 148б of POSA: „Any public company is obliged to disclose to the public through the procedure of art. 100т the information announced through the notifications made by the persons under art. 145 and 146 within 3 working days of the notification.”�


� Art. 4 of the Law Against Market Abuse With Financial Instruments: 


„ (1) Inside information shall mean information of a precise nature, which has not been made public, relating directly or indirectly, to one or more issuers of financial instruments or to one or more financial instruments and which, if it were made public, would be likely to have a significant effect on the prices of those financial instruments or the price of related derivative financial instruments.


(2) The information under para 1 covers any information, which:


1. states facts or circumstances, which have occurred or may reasonably be expected to occur in future and is sufficiently precise, to draw a conclusion about their likely effect on the price of the financial instruments or related derivative financial instruments;


2. is usually used by the investors, to take a decision for investment in the respective financial instrument.”





� Appendix No 9 to Ordinance No. 2 of the Financial Supervision Commission: 


„Inside information (exemplary list of facts and circumstances):


1. For the issuer:


1.1. Change of the persons, exercising control over the company.


1.2. Change in the members of the management and the supervisory bodies of the company and reasons for the change; changes in the way of representation; appointment or discharge of procurator.


1.3. Changes and/or supplements in the statutes of the company.


1.4. Decision for transformation of the company and implementation of the transformation; structural changes in the company.


1.5. Opening of procedure for liquidation and all material stages, connected with the procedure.


1.6. Opening of bankruptcy procedure for the company or its subsidiary and all material stages, connected with the procedure.


1.7. Acquisition, lease or disposition of assets of big value of art. 114, para 1, item 1 of POSA.


1.8. Decision for concluding, termination and rescission of a common enterprise agreement.


1.9. (repealed – State Gazette, issue 82 of 2007).


1.10. Change of the auditors of the company and reasons for the change.


1.11. Announcement of the profit of the company.


1.12. Material losses and the reasons for them.


1.13. (last amendment – State Gazette, issue 82 of 2007) Foreseeable or foreseen circumstance of extraordinary character, due to which the company or its subsidiary has suffered damages, equal to three or more percent of the own capital of the company.


1.14. (last amendment – State Gazette, issue 82 of 2007) Public disclosure of a modified audit report.


1.15. Decision of the general assembly about the type and amount of dividend, as well as the conditions and the procedure for its payment.


1.16. Occurrence of an obligation, which is material for the company or for its subsidiary, including any failure to meet such obligation or any increase of the obligation.


1.17. Occurrence of receivable, which is material for the company, with pointing out its maturity.


1.18. Liquid problems and measures for financial support.


1.19. Increase or decrease of the capital.


1.20. Confirmation of negotiations for acquisition of the company.


1.21. Concluding or fulfilment of material contracts, which are not in connection with the usual activity of the company.


1.22. Statement of the management body in connection with directed tender offer.


1.23. Termination or essential reduction of the relations with clients, who form at least 10 percent of the revenues of the company for the last three years.


1.24. Introduction of new products and developments on the market.


1.25. Big orders (amounting to over 10 percent of the average revenues of the company for the last three years).


1.26. Development and/or change in the amount of the orders and the use of the production capacity.


1.27. termination of the sales of a certain product, forming significant part of the revenues of the company.


1.28. Purchase of patent.


1.29. Receiving, temporary termination of the use, termination of permission for activity (license).


1.30. (last amendment – State Gazette, issue 82 of 2007) Initialisation or dismissal of court or arbitration case, referring to liabilities or receipts of the company or its subsidiary, with price of the claim at least 10 percent of the own capital of the company.


1.31. (new – State Gazette, issue 82 of 2007) Purchase, sale or an established pledge over equity shares in commercial companies by the issuer or its subsidiary. 


1.32. (new – State Gazette, issue 82 of 2007) A prepared forecast by the issuer for its finanial results or those of its economic group if a decision has been taken that the forecast shall be publicly disclosed.


1.33. (new – State Gazette, issue 82 of 2007) Awarding or change of a rating commissioned by the issuer.


1.34. (previous p. 1.31 – State Gazette, issue 82 of 2007) Other circumstances, which the company considers could be of importance for the investors at taking decision to acquire, to sell or to continue to hold publicly offered securities.” 








� Ordinance No. 15 of the Financial Supervision Commission (Section IV. Circumstances, Subject to Entry in the Register of Public Companies and Other Issuers of Securities):


Art. 17(3), …p.9: the plan or contract for reorganization under Art. 123, clause 1 of POSA;


11. the contract for joint enterprise pursuant to Art. 126e, para 2 of POSA;


12. the name (first name, middle name and surname) of the investor relations director, the telephones and the address for correspondence.


14. (new, effective since 03.07.2007) the notification under art. 16 (1) of the Law Against Market Abuse With Financial Instruments.”


Art. 16 of the Law Against Market Abuse With Financial Instruments in connection with art. 17(3), p.14 of Ordinance No. 15 of the Financial Supervision Commission:


“(1) Persons discharging managerial responsibilities within an issuer and persons closely associated with them, shall notify in writing the Commission of the transactions concluded for their own account with shares issued by the issuer that have been admitted to trading on a regulated market, with derivative or other financial instruments


linked to those shares, within 5 working days after the conclusion of the transaction. The Commission shall made public the received information by the register kept by it under Art. 30 para 1 item 3 of the Financial Supervision Commission Act.


(3) (new, effective since 03.07.2007) The obligation for notification shall not apply when the total amount of transactions conluded by persons discharging managerial responsibilities within an issuer and persons closely associated with them, does not exceed BGN 5000 within one calendar year. The transation value is the market value of the financial instruments as at the day of the transaction conclusion, and regarding transactions with derivative instruments – the market value of the basic asset.” 
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