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Introduction

The annual consolidated activity report provides commentary and analysis of financial statements and other important information regarding the financial condition and results from the activity of the company and of the subsidiaries. It includes information pursuant to the Accountancy Act and Public Offering of Securities Act as well as pursuant to Ordinance No 2 of the Financial Supervision Commission.
STARA PLANINA HOLD PLC is a public limited company. The company is successor of Central Privatization Fund AD promoted on 27 September 1996. The company has been bearing its present name since 30 April 1999.

Stara Planina Hold PLC is a parent company. The registered office of the HOLDING is in the city of Sofia, Izgrev District, 20 Frederic Joliot Curie, fl. 9. The scope of business activity of the holding shall be as follows: acquisition, management, evaluation and sale of share participations in Bulgarian and foreign companies; acquisition, management and sale of bonds, evaluation and sale of patents, transfer of licenses for use of patents, belonging to companies, in which the holding public limited company has participation; financing of companies, in which the holding public limited company has participation; other commercial transactions, except those prohibited by law.
The holding owns shares in industrial enterprises working in various fields of production. It actively participates in the development of the Bulgarian industry by achieving European and world quality level and profitability.
I. Activity overview

1. Main indicators characterizing activity results

(BGN’000s)

	Indicator
	2008
	2009
	2010

	Income from main business activity   
	90 483
	44 050
	76 557

	Profit from main business activity
	6 270
	1 642
	5 300

	Net profit from business activity
	4 984
	245
	4 901

	Amount of assets 
	82 332
	80 110
	98 028

	Own capital
	50 481
	50 037
	56 247


2. Investment portfolio in subsidiaries
	31.12.2010

	Hydraulic elements and systems Plc, Yambol
	64.53 %

	Elhim Iskra Plc., Pazardzhik
	51.40 %

	Patstroy Engineering Jsc., Kardzhali
	53.60 %

	Fazan Plc., Ruse
	74.72 %

	Slavyana Jsc., Slavyanovo
	98.74 %

	SPH Trans Ltd, Sofia 
	 65.00 %


In 2010 there was a change in the shareholding of Stara Planina Hold Plc in Patstroy Engineering Jsc Kardzhali. On 29th April 2010 Stara Planina Hold Plc purchased 32 069 existing registered shares with the right to vote, representing 26.72% of the company’s capital for the sum of 800 000 BGN. With this purchase, the shareholding of Stara Planina Hold Plc has reached a total of 64 323 shares or 53.6% of the capital of Patstroy Engineering Jsc.

The related company Slavyana Jsc owns 8.28% of the Hydraulic elements and systems Plc capital. Hydraulic elements and systems Plc, Elhim Iskra Plc and Fazan Plc are public companies entered in Financial Supervision Commission’s register. The shares of these companies are public whose stocks have been admitted for trade on the Bulgarian Stock Exchange.
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3. Liquidity
The major portion of the cash inflows in the group is formed from income from sales of products of the subsidiary companies and bank loans. 

Cash outflows are predominantly connected with payments to suppliers, purchase of fixed assets, payments to the personnel, payments on loans and dividend payments. 

Considering the specifics of the activity, the major portion of the cash inflows in the parent company only is formed from the received dividends, and the cash outflows are used to payout dividends to the shareholders, purchase shares and cover administrative overheads related to its maintenance. The net cash flows for the current period as per individual activity have the following levels:
(BGN’000s)

	From operation activity
	1 374 

	From investment activity
	-3 289

	From financial activity
	-573


4. Activity results
Stara Planina Hold Plc as a holding type company does not carry out independent commercial activity and has financial incomes only. The consolidated activity results are formed from the results of the subsidiaries as well as the expenses accrued from the participation of Stara Planina Hold Plc in the equity of the associated companies. 
The holding had formed a net consolidated profit for 2010 amounted to 4 901 thousand BGN.
Stara Planina Hold Plc and the enterprises from our group bid good bye to a tough, yet successful year. Our largest companies increased their sales by more than 60%. This is due, on the one hand, to their export-oriented business, and, on the other, comes as result of the low reference level, since in 2009 the sales were 52.2% lower than the levels achieved in 2008.

Under the conditions of the global economic and financial stagnation in 2010, a primary task was to keep our main markets and customers. The relatively rapid recovery from the crisis of the developed countries’ economies, in particular our major distributors and customers, had a positive effect.
[image: image5.png]



[image: image2.emf]141.0

149.2

193.8

195.3

95.6

145.1

2005 2006 2007 2008 2009 2010


The diagram confirmed the estimates, published in October 2010, for 52% growth in total sales compared with 2009. However, it still represents about three quarters of sales in 2007 and 2008.

Number of employees in all enterprises of the Holding Group 






	Employment trend
	Total
	Three largest

	2008 → 2009
	–33.5%
	–32.6%

	2009 → 2010
	+3.0%
	+8.4%

	2008 → 2010
	–31.5%
	–27.0%


	Labour productivity per employee (BGN’000s)

	2008
	63.719

	2009
	46.909

	2010
	69.128


The above tables show the correctness of the restructuring measures taken to overcome the negative effects of the economic crisis. Most importantly, we managed to keep our highly skilled workers and employees. The results showed that due to 8.4% growth in employees in 2010, our three largest enterprises achieved over 60% sales growth.

The effect of increased labor productivity per person, employed in the enterprises of the group of Stara Planina Hold AD, is also indicative. In 2010, the labor productivity grew by 8.5% compared with 2008 (the base year).

	Indicators
	2008
	2009
	2010

	І. Profitability

	 Profitability ration of the sales income = 

Financial result /net amount of the sales income
	0.0559
	0.0057
	0.0654

	Profitability ration of the own capital = 

Financial result /own capital
	0.0987
	0.0049
	0.0871

	 Profitability ration of the liabilities =

Financial result /borrowed capital
	0.4250
	0.0264
	0.2716

	 Assets capitalization ration =

Financial result /amount of real assets
	0.0606
	0.0031
	0.0501

	ІІ. Efficiency

	Expenses efficiency ratio =

Total income /total expenses
	1.1014
	1.0340
	1.1080

	Income efficiency ratio =

Total expenses /total income 
	0.9079
	0.9671
	0.9025

	ІІІ. Liquidity

	Total liquidity ratio =

Current assets /short term liabilities
	3.3592
	4.0751
	2.5459

	Quick liquidity ratio =

(short term receivables + short investments + monetary amounts) /short term liabilities
	1.6436
	2.5187
	1.5176

	Immediate liquidity ratio =

Financial means /current liabilities
	0.5498
	1.2352
	0.5289

	Absolute liquidity ratio =

Monetary amounts /current liabilities
	0.5271
	1.2306
	0.5089

	ІV. Financial autonomy

	Financial autonomy ratio = 

Own capital /borrowed amounts
	4.305
	5.386
	3.1169

	Debt ratio =

Borrowed capital /own capital
	0.2323
	0.186
	0.3208


5. Environmental protection
As a holding type company which does not carry out autonomous trade activity, Stara Planina Hold Plc has directed its activity mainly in the management of the subsidiary and associated enterprises. The holding gives special consideration to the impact on the environment which is exercised by our enterprises. They report on annual basis on the environment impact assessment and the measures which they undertake in this respect.

All industrial enterprises from the group have waste Management programs approved by the RIEW and fulfill the requirements provided in the regulations.
6. Dividend policy
e company applies a policy of annual distribution of dividends. The Board of Directors assumes that the regular annual general meeting of the shareholders will continue the tradition of allocating part of the financial profit for dividends.
Stara Planina Hold Plc has been paying dividend each year ever since its establishment. The total amount of the dividend distributed up to 2010 inclusive is BGN 3,491 mn. The initial investment has been paid back solely from dividends after the seven year of holding’s existence. 
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Stara Planina Hold Plc pays the dividend in compliance with the requirements of the Public Offering of Securities Act and the other applicable provisions of the acting legislation -   as contracted with Central Depository AD and through the braches of International Asset Bank AD in the county towns.

7. Risk factors for the activity
A As of the present moment, the management of Stara Planina Hold Plc is not aware of any specific trends or conditions which may exercise significant influence on the future activity and results of the company. Risks to the company and risk management related solely to the risks relevant to the activities of the subsidiaries of the group.

The results for the group of Stara Planina Hold associated primarily with the dependence of most of our production to international markets. The trend of adverse outcomes for the group of Stara Planina Hold was suspended for the first time in the third and fourth quarter of 2009. In 2010, most of our enterprises consistently achieved strong gains in sales. The process of recovery continues to be driven mainly by external factors for the Bulgarian economy.
The main factor driving the growth of machinery building in the EU in the first half of 2010 was primarily the result of the drive to replenish stocks rather than search for new machinery and equipment. In 2009 most companies exhausted their stocks of industrial spare parts and components as part of their survival strategy. In the second half and especially the last quarter of 2010, analysts reported an initial upward trend of final demand, which was another indicator of our optimism.

Changes in the values of currencies also have an effect and are a risk factor for the activity. Exchange rates have a direct impact on revenue from sales abroad and cost of supply of raw materials from abroad. Changing interest rates also have an impact depending on the share of bank borrowings and commercial loans. Stara Planina Hold AD makes optimal use of available resources to limit the impact of more expensive loans.

Our expectation of an increase in metal prices realized at a very fast pace. The visibility of this market has recently narrowed by signals alarming fluctuations in steel prices, which is associated with the unjustified gains in the spot price of coking coal. The pressure on supply costs has become significantly more visible.

In the field of road construction, the major problems are anticipated from the still low level of absorption of EU funds in our country and delayed payments, which can lead to serious liquidity effects. High levels of mutual indebtedness in the sector caused by undue delay in state and municipal payments under agreed and partially or fully implemented deals will continue to weigh on the pace of recovery.

In terms of light industry, a recovery in domestic demand is at its initial phase and is still very fragile. We also expect a higher rate of inflation, which will put the economic recovery at higher risk or will slow down the pace of consumption.

We expect the average level of unemployment to remain the same, but to decrease in the machine building sector, which could have an impact on the labor market and to maintain the trend towards ever more limited supply of qualified human resources.

8. Changes in the company share prices
The average stock exchange price per 1 share on the last business day of 2009 is BGN 2.09, on the last day on the last business day of 2010 it is BGN 2.78. 

The shares of Stara Planina Hold Plc occupy segment “A” of the official market of the Bulgarian Stock Exchange. BSE code: 5SR.

Shares of Stara Planina Hold Plc are included in stock indices BG40 and BGTR30, and from 20.09.2010 they are included in the representative index of BSE SOFIX.
Closing price per share (in BGN) at year-end
	2006
	2007
	2008
	2009
	2010

	1.66
	7.48
	1.92
	2.09
	2.78


In 2010, the lowest weighted average share price was reached on January 7 – BGN 1.910, while the highest was reached on September 16 - BGN 3.144 The growth of shares between the lowest and highest value during the year is 60.6%.

The shares of Hydraulic Elements and Systems Plc are traded on the Unofficial market of equities, Segment A of the Bulgarian Stock Exchange – Sofia Jsc. As of 31.12.2009, the price of a company share was BGN 4.70 and on the last business day of 2010 – BGN 9.23.
The shares of Elhim Iskra Plc are traded on the Unofficial market of equities, Segment A of the Bulgarian Stock Exchange – Sofia Jsc. The average stock exchange price of 1 share on the last business day of 2009 was BGN 1.94 and at the end of 2010 – BGN 2.59.
The shares of Fazan Plc which are traded on the Unofficial market of equities, Segment B of the Bulgarian Stock Exchange – Sofia Jsc. The average stock exchange price of one share on the last business day of 2009 was BGN 2.51 and at the end of 2010 – BGN 1.12.
II. Important events occurred since the beginning of 2011
After the date of the annual accounting closing, the management of Stara Planina Hold Plc is not aware of any important and material events which may influence the investors’ interest.
ІІІ. Projected development of the group
Stara Planina Hold Plc and the enterprises from our group bid good bye to a tough year. Being moderately optimistic, we expect further development of the enterprises from the Stara Planina Hold Plc group and we expect the profit from sale of production in the next year to be above the levels reached in 2009. 

The main task of the corporate management of Stara Planina Plc throughout the current 2011 will again be to continue the successful managing of the subsidiary companies through participation in their managerial bodies. The efforts of the management of Stara Planina Hold Plc will continue to focus on the improvement of the material and financial positions of its subsidiaries, achievement of financial results which to minimize the negative impact of the global economic crisis. 

A priority task in 2011 in an environment of continuing economic and financial crisis will be to retain the major markets and clients.

We count on a faster recovery of the economies of the developed countries, in particular, the recovery of our main distributors and clients. We will continue to work towards reducing the cost of produced goods in terms of lowering the labour intensity of each operation and optimizing the production process. The companies work to optimize their expenses by taking into account the expected increase in the cost of energy sources.

The planned investments in their main portion are allocated for the purchase of new production equipment, finalization of already started investment projects and product range upgrade. The companies will rely on their own funds, bank loans or alternative forms of financing for the respective programs. We expect to gradually utilize the funds granted to our companies under the project Technological Modernization in Large Enterprises as well as to overcome the adverse factors related to delayed payments on the part of state and municipal entities.

Most likely, the staff in the enterprises will remain at the same level, but the expected sales growth may lead to the recruitment of new workers and/or increase in cooperative deliveries. Our main task will be to keep the highly skilled workers and employees. This can be achieved by increasing the load on our own production units and decreasing external cooperative services. We anticipate moderate growth in wages as a result of increased productivity and consistent with the financial result.
In the given conditions, the achievement of positive financial result with the expected production volume is a main task in order to wade through the crisis period and for the purpose of avoiding decrease in the market capitalization thus guaranteeing shareholders’ investments and their profitability.

ІV. Research and Development Activity
As a holding type company, Stara Planina Hold Plc does not carry out autonomous trade activity. The holding provides support to the enterprises from the group in the research and development activity since it views this activity as an integral part of the annual business plans of the companies.

In the enterprises there exist the respective departments and units which develop activities related to the upgrade of the manufacturing process, development and implementation of new products. In 2010 again the main goals of the units carrying out development activity were focused on meeting the growing customers’ demands by developing new types of products; upgrade of production technology in order to improve quality of the existing product range; optimization of the technological and production process in order to decrease cost prices of products and competitive pricing on the market. In the recent years, the companies have been conducting research and developing the implementation of innovations in the respective industries.

V. Financial instruments used by the enterprises of the group  
1. Accounting policy
In compliance with the accounting legislation in force in Bulgaria, since the beginning of 2003 Stara Planina Hold Plc has been applying the International Financial Reporting Standards. The annual financial report for 2009 is prepared in compliance with the International Financial Reporting Standards as issued or revised by the International Accounting Standards Committee (IASC), as well as by the International Accounting Standards Board (IASB). The company continues to apply the same accounting policy as used for the preparation of the annual financial report for 2008.
For the organization of the accounting of the business transactions, the company has applied the major principles set out in the Accountancy Act and the requirements defined in the International Accounting Standards, in the Individual chart of accounts and the individual Accounting policy of the company. For the organization of the accounting there has been created an Individual chart of accounts. The final closure of the accounts is performed only at the end of the fiscal year which coincides with calendar in accordance with the requirements if the Accountancy Act. The annual financial reports are prepared after the completion of the Annual Tax Return and the accrual of the due taxes for the reporting period. At this stage is being established the final financial result of the company.
The accounting is processed by using specialized accounting software Business Navigator.
2. Major indicators for financial and accounting analysis
Profitability (yield) is the ability of group companies to provide economic profit to its owners through the skillful management of the assets, of the own and borrowed capital and of the other liabilities. It is the main indicator for the efficiency of the activity carried out by us. The profitability coefficients of a consolidated basis are significantly lower than the previous two years, due to the direct impact on the global economic crisis.

The major portion of the income for 2010 was formed from manufacturing of products.  The analysis of the income and expenditure efficiency for 2009 shows that for each BGN 1 of expenses there has been received BGN 1.108 of income on consolidated basis. The incomes cover completely the expenses of the companies, excluding Slavyana Jsc and Fazan Plc, which is a precondition for a positive cash flow from operating activity and allows for the satisfaction of the undertaken obligations. 
If we perform comparative analysis of the financial indicators for 2010 against those for 2009, we can conclude that they have risen. This is due to significant enlargement in volume of orders and thus production output.

As in previous periods, in 2010 Stara Planina Hold Plc and the related companies promptly discharges its current debts with the available current assets. The liquid structure of the current assets and liabilities allows for part of the amounts to be allotted for long-term financing of the controlled companies.
The ratios of the financial autonomy characterize the financial independence of Stara Planina Hold Plc from creditors and the ability to meets its obligations. We achieve good financial autonomy which guarantees the interests of the owners.
Grounds for the conclusions stated above are included in the indicators provided in Section І, item 4 of the report.

3. Financial instruments
The biggest item in the financial instruments used by the enterprise are the participations of Stara Planina Hold Plc in the subsidiary and associated enterprise. These are being reported in observance of the provisions and requirements of IAS 27 Consolidated and Separate Financial Statements and IAS 28 Investments in Associates. 

In order for a particular enterprise to be classified as a subsidiary, the criterion applied is that Stara Planina Hold Plc should own more than 50 percent of the stock or shares of the capital with voting right.

In order for a particular enterprise to be classified as an associate, the criterion applied is that Stara Planina Hold Plc should own from 20 to 50 percent of the stock or shares of the capital with voting right.
Investments in subsidiary and associates are reported and presented using the acquisition cost method. This method, in compliance with the accounting policy of the company has been selected and applied since 01.01.2006. The distributed dividends are reported as income in the Profit and Loss Account.

Typical of the investments of Stara Planina Hold Plc (stock exchange code 5SR) in subsidiaries and associates is that 5 of them are public companies whose stock have been admitted for trade on the Bulgarian Stock Exchange: Hydraulic elements and systems Plc (stock exchange code 4HE), M+C Hydraulic Plc (stock exchange code 5MH), Elhim Iskra Plc (stock exchange code 52E), Fazan Plc (stock exchange code 4F5) and Bulgarska Roza Plc (stock exchange code 4BH). 

The stocks of Stara Planina Hold Plc are included in the stock exchange indices SOFIX, BG40 and BGTR30.

Next, in terms of significance, come the long and short term loans granted to the companies from the portfolio of Stara Planina Hold Plc. They are entered as per their nominal value of occurrence. As of the end of the reporting period, there are no data for the presence of circumstances for impairment of receivables and such has not been carried out. The distribution as 31.12.2010 is specified in Section ІХ of the report. 
The policy of Stara Planina Hold Plcwith wiht regard to the management of the financial resources is  directed mainly at the management of the enterprises from the portfolio. The free cash amounts are directed at the financing of the companies. A manifestation of this policy is also the installment payment on the part of the enterprises for the dividends payable to Stara Planina Hold Plc. 

The cash amounts in BGN are evaluated as per their nominal value. The transactions in foreign currency are registered in BGN and in the foreign currency upon their initial accounting entry with the official exchange rate applied to the foreign currency as of the date of the transaction. The cash amounts in foreign currency are revaluated according to the adopted accounting policy on a quarterly basis as per the official exchange rate of the BNB. The cash amounts in foreign currency upon their current use are evaluated as per the central exchange rate on the day of the transaction. The differences in the currency exchange rates arising at payment are reported as financial expense or income in the period of their occurrence.

4. Exposition of the enterprise with regard to the market, credit and liquidity risk and cash flow risk.

The market risk consists of three types of risk:
Currency risk is the risk that the value of a financial instrument will fluctuate due to the change in the currency exchange rates.
Interest risk is the risk that the value of a financial instrument will fluctuate due to changes in the market interest rates.

Price risk – this is the risk that the value of a financial instrument will fluctuate as a result of changes in the market prices.  

As of 31.12.2010 Stara Planina Hold Plc does not have any financial instruments in foreign currency, interest bearing financial instruments of Stara Planina Hold Plc are only from the granted loans. All of them are with fixed annual interest rate of 7 – 7.5%. Investments in subsidiary and associated enterprises are reported and presented as per the acquisition cost method. The nature of the financial instruments used by the enterprise shows that the market risk does not exercise huge influence on the financial results.
Credit risk – Stara Planina Hold Plc has granted loans to enterprises from its portfolio which have longstanding and untarnished credit reputation which minimizes credit risk.

Due to the nature of the financial instruments used by Stara Planina Hold Plc, the liquidity risk and the interest risk of the cash flow are also kept at a minimum.
VІ. Additional information on Appendix 10 of Ordinance No 2 of the FSC 

1.  Information provided in terms value and quantity, on the major categories of goods, services and/or provided services and specifying their share in the sales income of the issuer as a whole and the changes occurred during the reporting fiscal year.

As a holding type company, Stara Planina Hold Plc does not carry out autonomous commercial activity and has only financial income. The incomes on consolidated basis are formed mainly from the income from sales of products of the subsidiary companies. Compared to 2009, they have increased by 73.51%. As a total, the net profit from sales has increased by 75.72%, and the joint income - by 79.16%.  
2.  Information related to the income as per the separate categories, activities, domestic and foreign markets as well as information about the sources for material supply necessary for the production of goods of provision of services with the degree of dependence with regard to each separate seller or purchaser/consumer and, in case the relative share of any of these exceeds 10  percent of the expenses or sales income, there shall be provided separate information for each party, for its share in the sales or purchases and its relations with the issuer.

As a holding type company, Stara Planina Hold Plc does not carry out autonomous commercial activity and has only financial income. The incomes from the subsidiaries are formed mainly from sales of production as follows:

Elhim Iskra Plc – car batteries, batteries and battery elements.

HES Plc – hydraulic cylinders, hydraulic pumps, precision rotational elements.

Patstroy Engineering Jsc -  road construction. 
Fazan Plc – socks and socks items.

Slavyana Jsc - eggs and poultry.

3. Information on concluded big transactions and transactions of material significance for the activity of the issuer.
In 2010 there were no large-scale transactions of material significance for the activity of Stara Planina Hold Plc. 
4.  Information on the transactions concluded between the issuer and connected parties during the reporting period, offers for conclusion of such transactions as well as transactions which are outside the scope of its usual business activity or significantly deviate from the market conditions in which the issuer or its subsidiary is a party, with specific amount of these transactions, the nature of the connection and any information necessary to assess the impact on the financial standing of the issuer.

Transactions concluded between Stara Planina Hold Plc and connected parties during the reporting period are only the loans granted to subsidiary and associated enterprises. These are specified in item 9 of this section of the report.
There are no transactions which are outside the scope of issuer's usual business activity or transactions which significantly deviate from the market conditions.
5.  Information on events and indicators of unusual nature for the issuer which have significant influence on its activity, the realized incomes and accrued expenses; assessment of their impact on the results throughout the current year.

There were no events and indicators of unusual nature which to exercise significant impact on the activity of the issuing body and the companies from the group.
6.  Information on transactions off the balance sheet -  nature and business purpose, specification of the financial impact of the transactions on the activity if the risk and benefit which these transaction entail are significant for the issuer and if the disclosure of this information is important for the assessment of the financial standing of the issuer.

Stara Planina Hold Plc is a joint debtor to the bank loan contract of Leasing Company Jsc with Raiffeisenbank – Bulgaria amounting to EUR 2,200,000. Therefore, contingent liabilities are reported amounting to BGN 2,593,000. 

 7.  Information on share participations of the issuer, on its main investments in the country and abroad (in securities, financial instruments, intangible assets and real property) as well as investments in share securities outside its business group and sources/means of financing.

Investments of Stara Planina Hold Plc are in securities and share participations in Bulgarian enterprises. The company does not have any real property. As far as such exist, investments of the companies from the group in securities are in minority packages. 
Information on the share participation of Stara Planina Hold Plc is provided in this report – Section І, item 2 Condition of the investment portfolio.
8.  Information on the loan contracts concluded by the issuer, by its subsidiary or parent company in their capacity of borrowers with specification of the contractual terms and conditions, including the deadlines for repayment as well as information for provided securities and undertaken obligations.
This information is provided in the annual activity report Section IX:
http://www.sphold.com/FILES/FO/SPHold-2010-Doclad-En.doc
9.  Information on the loan contracts concluded by the issuer, by its subsidiary or parent company in their capacity of lenders, including to connected parties with indication of the of their specific contractual terms, including the deadlines for repayment and the purpose for which these have been granted.

This information is provided in the annual activity report Section IX:
http://www.sphold.com/FILES/FO/SPHold-2010-Doclad-En.doc
10.  Information on the utilization of the means gained from the issuance of new securities during the reporting period.
During the reporting period there is no new issuance of securities.
11. Analysis of the ratio between the achieved financial results, registered in the financial statement for the fiscal year, and earlier published prognoses for these results

The achieved financial results registered in the financial statement for the fiscal year do not differ significantly from the projected results published in the interim financial statement for 2010.

12.  Analysis and assessment of the policy on the management of the financial resources with specification of the capacities for servicing of obligations, possible threats and measures which the issuer has taken or shall take with view of their elimination.

The policy of Stara Planina Hold Plc is directed mainly at the management of the enterprises from the portfolio. This is indicated by the loans granted to the enterprises from the portfolio of the holding under conditions which are more favorable than the ones offered on the country’s market. The loans are specified in item 9 of this section of the report. A manifestation of this policy is also the installment payment on the part of the enterprises for the dividends payable to Stara Planina Hold Plc. The receivables of the holding from associated enterprises from accrued and unpaid dividends are specified in Section VІІ, item 3 of this report.

Stara Planina Hold Plc services all of its obligations in a timely manner hence there is no possible threats which necessitate measures for their elimination.

13.  Assessment of the capacities for realization of investment intentions with specification of the amount of available means and indication of possible changes in the financing structure of this activity.
The activity of Stara Planina Hold is directed mainly at the management of the existing investments. There are no immediate plans for new investments in the company. The holding has as priority the development of the enterprises from its portfolio.

14.  Information on changes in the major principles for management of the issuer and its business group occurred during the reporting period.
Stara Planina Hold manages its investments by setting high but achievable goals in the terms of quality, output and profitability. Greater consideration is being given to the aspect of environmental protection, human resources development and corporate and social responsibility. During the reporting period there are no changes in the major principles for management of Stara Planina Hold Plc and its business group. In 2008 were adopted a number of new internal normative acts specified in Section VІІІ of the report.

15.  Information on the major features of the system for internal control and risk management system applied by issuer in the process of preparation of financial statements.
In order to ensure unbiased and objective assessment of the financial statements, the annual audit of Stara Planina Hold Plc is performed by an independent Chartered Accountant. All financial statements are being prepared in accordance with the International Accounting Standards. The current financial and reporting activity of the company is subjected to periodic control and analysis by the management body. In the holding there is a well established practice of periodic discussion of current financial results from the activity of the companies included in its strategic investment portfolio with view of ensuring the implementation of their business programs and precise analysis of the capacities for realization of future investment projects.
16.  Information on the changes in the management and supervision bodies during the reporting fiscal year.
Stara Planina Hold Plc has one-tier management structure. The Board of Directors includes 4 persons. The General Meeting of Shareholders of Stara Planina Hold, held on 28.06.2010, elects a new member of the Board of directors Mr. Stefan Atanasov Nikolov. Data on the Board of Directors are specified in the annual activity report Section V:
http://www.sphold.com/FILES/FO/SPHold-2010-Doclad-En.doc
17.  Information on the amounts of remunerations, premiums and/or benefits of each of the members of the management and control bodies during the reporting year paid by the issuer, regardless whether these have been included in the expenses of the issuer or arise from the distribution of the profit:
This information is provided in the annual activity report, section ІХ:
http://www.sphold.com/FILES/FO/SPHold-2010-Doclad-En.doc
18.  For the public companies -  information on owned by the members of the management and control bodies, procurators and the executive officers shares of the issuer, including the shares owned by each of them separately and as a percentage of the each class of shares as well as the options on issuer’s securities granted by that issuer – type and amount of securities on which the options have been institute, price for the use of these options, if any, and duration of the options.

This information is provided in the annual activity report, section ІХ:

http://www.sphold.com/FILES/FO/SPHold-2010-Doclad-En.doc
19.  Information on the arrangements known to the company (including also after the closure of the fiscal year), as a result of which in future periods may occur changes in the relative portion of shares or debentures owned by shareholders or debenture holders – no such arrangements are known.
20.  Information on pending court, administrative or arbitrary proceedings related to obligations or receivables of the issuer amounting to at least 10 percent of its own capital. 


Stara Planina Hold Plc is not involved in any pending court, administrative or arbitrary proceedings as well as in any judgments or requests for dissolution or declaration of liquidation.

21.  Information on the Investor Relations Director, including telephone and mailing address.
Investor Relations Director: Nikolai Petrov Mitankin, tel. +3592-963-41-61, cell phone: +359-888-804-844, mailing address: 20, Frederic Joliot Curie Str. 9th floor, 1113 Sofia, Bulgaria. 

VII. Analysis and explanation on the information as per Appendix 11 of Ordinance No 2 of the FSC

This information is provided in the annual activity report, section Х:
http://www.sphold.com/FILES/FO/SPHold-2010-Doclad-En.doc
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The activity report was adopted at meeting of the Board of Directors of 
Stara Planina Hold Plc on 27.04.2011
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