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Dear Shareholders of Svilosa AD,
For the second quarter of 2008 ended on 30.06.2008 Svilosa AD made a net profit to the amount of BGN 347 thousand. 
The financial result of the Svilosa Group for the second quarter of 2008 is a net consolidated loss of BGN 4447 thousand. The reasons for this result are clarified in the attached Interim Consolidated Activity Report. 
A decisive share in the consolidation have the results of the main daughter company Svilocell EAD, where the production activity of the Svilosa Group is carried out, which is a major source of the consolidated revenues. As the Interim Consolidated Activity Report evidences, the production in the pulp plant at an increased capacity after the reconstruction is stabilized. For the first half of 2008 in comparison to the first half of 2007, a growth rate is achieved in the production and sales volumes, as well as in the gross sales, as a result of the resumed production in Svilocell EAD after the reconstruction. A growth is marked in the productivity by one person in the plant in relation to the comparative period, as well. The production costs during the first half of this year, though, substantially exceeded the normal ones because of a combination of unfavourable factors, including the general growth in the price levels of raw and other materials and energy sources on a global scale, whereas the pulp price showed quite a hesitant and insignificant increase. It remains a top priority for the pulp plant’s management that the target post-reconstruction production and financial indices be reached and the volume of pulp production be stabilized at levels of over 9 000 tons per month till the end of 2008.
The management of the Svilosa Group is taking the necessary measures for decreasing the production costs. A material decrease of direct production costs, as provided for in the investment project for production capacity increase, will mainly be achieved after the commissioning of the turbine for electricity production to the 
Soda Recovery Boiler in the autumn of 2008, which will mark the end of the final stage of this investment program.

Thank you for your continuing trust in Svilosa AD!
Sincerely:

..........................................................

/dipl. eng. Michail Kolchev, Executive Director/
24.07.2008 
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