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	The Directors present the report and the financial statements prepared in accordance with International Financial Reporting Standards as adopted by the European Union (“IFRS”), for the year ended 31 December 2007.  These financial statements have been audited by PricewaterhouseCoopers Audit OOD.

	
	

	
	BUSINESS DESCRIPTION

	
	

	
	KD Investments EAD (the Company) is a private company registered on 27 October 2003. The share capital of the Company is BGN 2,565 thousand owned by KD hOLDING d.d., registered in Ljubljana, Republic of Slovenia.

	
	

	
	OPERATIONS REVIEW

	
	The main activity of the Company includes: financial assets and investments management by minimizing and limiting risk exposure and portfolio management services for other investors.

The Company possesses a licence issued by the Financial Supervisory Commission for acting as management company. This licence allows for practising the following activities: 
· investment management for publicly traded investment companies;
· investment management of other institutional investing companies.
Currently the Company manages the assets of three mutual funds – KD Pelican AD, CF KD Equity Bulgaria and CF KD Bonds Bulgaria.

	
	

	
	Current year results

	
	

	
	The Company realised a loss of BGN 267 thousand in 2007 (2006: 827 thousand).


	
	

	
	Organisational structure and personnel

	
	

	
	The organisational structure of KD Investments EAD includes the following business units in 2007:

· Internal Control

· Sales and Marketing

· Capital Investments

· Back Office

· Accounting

The Company employed 11 people - 10 people on labour contracts and 1 engaged by service contracts as at 31 December 2007.

The organisation structure includes also Supervisory and Managing Boards, which execute the control on behalf of the parent company – KD HOLDING d.d.


	
	Share capital structure

	
	At 31 December 2007
At 31 December 2006
Shareholders
Shares
Value of shares (BGN’000)
Shares
Value of shares (BGN’000)
КD Holding d.d. (Slovenia)
100%

2,565
-
-
КD Group d.d. (Slovenia)
-
-
100%

2,075



	
	

	
	Financial risk management

	
	The Company is exposed to variety of financial risks. Detailed description of those risks and the policies and procedures applied by the Management are set out in note 2 of the financial statement as at 31 December 2007.

	
	

	
	Post balance sheet date events

	
	No significant events have occurred after the balance sheet date. Therefore there is no need any changes in the financial statements and the notes to them to be done.

	
	

	
	Director’s responsibilities

	
	The Directors are required by Bulgarian law to prepare financial statements as of 31 December each financial year that give a true and fair view of the state of affairs of the Company as of the year that ended.

	
	

	
	The Directors are responsible for the preparation and fair presentation of the enclosed financial statements in accordance with International Financial Reporting Standards as adopted by the European Union. 
This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

The Directors confirm that they have complied with the above responsibilities in preparing the financial statements for the year ended 31 December 2007. 

The Directors also confirm that to the best of their knowledge the Company will continue on a going concern basis in the foreseeable future with the support of its parent decleared in the Letter of support dated 27 February 2008.


________________________
Yanko Nikolov,  Krasimir Mishlakov
Executive Directors
КD Investments ЕАD
Sofia, 28 March 2008

	
	
	At 31 December

	(all amounts in BGN thousands)
	Note
	2007
	2006


	
	
	
	

	ASSETS
	
	
	

	Non-current assets
	
	
	

	Equipment and other non-current assets
	4
	118
	158

	
	
	118
	158

	
	
	
	

	Current assets
	
	
	

	Trade receivables and other financial assets
	5
	67
	26

	Cash and cash equivalents
	6
	506
	471

	
	
	573
	497

	Total assets
	
	691
	655

	
	
	
	

	EQUITY AND LIABILITIES
	
	
	

	Capital and reserves
	
	
	

	Share capital
	7
	2,565
	2,075

	Accumulated loss
	
	(1,917)
	(1,650)

	
	
	648
	425

	Current liabilities
	
	
	

	Trade payables and other financial assets
	8
	43
	36

	Loans from related parties
	9,10
	-
	122

	Payables to related parties
	10
	-
	72

	
	
	43
	230

	
	
	
	

	Total equity and liabilities
	
	691
	655


These financial statements on pages 3 to 21 were approved by the Management Board and signed on its behalf by:
	Yanko Nikolov, Krasimir Mishlakov
	
	
	
	Silvia Doncheva

	Executive Directors
28 March 2008
	
	
	
	Chief Accountant

	
	
	
	
	

	Initiated for identification purposes in the reference to the audit report:

	
	
	
	
	

	Rositsa Boteva
	
	
	
	

	Registered auditor
	
	
	
	

	……………. 2008
	
	
	
	


	(all amounts in BGN thousands)
	Note
	Year ended 31 December

	
	
	2007
	2006

	
	
	
	

	Fee and commission income
	11
	611
	241

	
	
	
	

	Expenses for hired services
	12
	(476)
	(502)

	Expenses for salaries and social security
	13
	(264)
	(414)

	Expenses for materials
	14
	(33)
	(59)

	Depreciation and amortisation
	4
	(61)
	(56)

	Other expenses
	
	(46)
	(41)

	Operating loss
	
	(269)
	(831)

	
	
	
	

	Financial income, net
	
	2
	4

	
	
	
	

	Loss before tax
	
	(267)
	(827)

	
	
	
	

	Income tax
	16
	-
	-

	
	
	
	

	Loss for the year
	
	(267)
	(827)


These financial statements on pages 3 to 21 were approved by the Board of Directors and signed on its behalf by:

	Yanko Nikolov, Krasimir Mishlakov
	
	
	
	Silvia Doncheva

	Executive Director
28 March 2008
	
	
	
	Chief Accountant

	
	
	
	
	

	Initiated for identification purposes in the reference to the audit report:

	
	
	
	
	

	Rositsa Boteva
	
	
	
	

	Registered auditor
	
	
	
	

	……………. 2008
	
	
	
	


	
	
	
	
	

	
	
	
	
	

	(all amounts in BGN thousands)
	Note
	
	
	

	
	
	Share capital
	Accumulated loss
	Total

	
	
	
	
	

	Balance at 31 December 2005
	7
	1,000
	(823)
	177

	
	
	
	
	

	Shares issued
	7
	1,075
	-
	1,075

	Loss for the year
	
	-
	(827)
	(827)

	
	
	
	
	

	Balance at 31 December 2006
	7
	2,075
	(1,650)
	425

	
	
	
	
	

	Shares issued
	7
	490
	-
	490

	Loss for the year
	
	-
	(267)
	(267)

	
	
	
	
	

	Balance at 31 December 2007
	7
	2,565
	(1,917)
	648


These financial statements on pages 3 to 21 were approved by the Management Board and signed on its behalf by:

	Yanko Nikolov, Krasimir Mishlakov
	
	
	
	Silvia Doncheva

	Executive Director
28 March 2008
	
	
	
	Chief Accountant

	
	
	
	
	

	Initiated for identification purposes in the reference to the audit report:

	
	
	
	
	

	Rositsa Boteva
	
	
	
	

	Registered auditor
	
	
	
	

	……………. 2008
	
	
	
	


	(all amounts in BGN thousands)
	Note
	Year ended 31 December

	
	
	2007
	2006

	Name of the cash flows
	
	
	

	Cash flows from operating activities
	
	
	

	Cash generated from clients and other debtors
	
	576
	250

	Payment to suppliers and other creditors
	
	(512)
	(433)

	Payments of salaries, social security and others
	
	(376)
	(564)

	
	
	
	

	Net cash used in operating activities
	
	(312)
	(747)

	
	
	
	

	Cash flows from investing activities
	
	
	

	Purchase of property and equipment
	
	(21)
	(42)

	
	
	
	

	Net cash used in investing activities
	
	(21)
	(42)

	
	
	
	

	Cash flows from financing activities
	
	
	

	Proceeds from issue of shares
	7
	490
	1,075

	Short-term loans repaid
	
	(122)
	-

	Short-term loans received
	
	-
	34

	
	
	
	

	Net cash generated from financing activities
	
	368
	1,115

	
	
	
	

	Change in cash and cash equivalents through the year
	
	35
	326

	
	
	
	

	Cash and cash equivalents at the beginning of the year
	6
	471
	145

	
	
	
	

	Cash and cash equivalents at end of year
	6
	506
	471


These financial statements on pages 3 to 21 were approved by the Management Board and signed on its behalf by:

	Yanko Nikolov, Krasimir Mishlakov
	
	
	
	Silvia Doncheva

	Executive Directors
28 March 2008
	
	
	
	Chief Accountant

	
	
	
	
	

	Initiated for identification purposes in the reference to the audit report:

	
	
	
	
	

	Rositsa Boteva
	
	
	
	

	Registered auditor
	
	
	
	

	……………. 2008
	
	
	
	


	1
	Company background and significant accounting policies

	
	

	(1)
	Company background

	
	

	
	KD Investments EAD is a joint-stock company, the shares of which are not publicly traded.  The Company is domiciled in the Republic of Bulgaria, which is the principal place of its business and has the following address as its registered office:

9, Fritjof Nansen Str.

Sofia, Bulgaria

The Company’s activity relates to management of funds investing in securities traded on the Bulgarian Stock Exchange. 

As at the current moment KD Investments EAD manages the assets of the investment company KD Pelican AD. The Company employs 10 people on labour contracts and 1 engaged through service contracts (2006: 13 employees on labour contracts and 8 engaged through service contracts).

	
	

	(2)
	Significant accounting Policies


	
	The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been consistently applied to all the years presented, unless otherwise stated.

	
	

	А
	Basis of preparation

	
	

	
	The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) as adopted by the European Union. 
The financial statements are presented in the national currency of Bulgaria, the Leva (BGN). 
The financial statements have been prepared under the historical cost convention.


	
	(a) Standards, amendment and interpretations effective in 2007  


	
	· IFRS 7, 'Financial instruments: Disclosures', and the complementary amendment to IAS 1, 'Presentation of financial statements – Capital disclosures', introduces new disclosures relating to financial instruments and does not have any impact on the classification and valuation of the company’s financial instruments, or the disclosures relating to taxation and trade and other payables. 

	
	

	
	(b)Standards, amendments and interpretations effective in 2007 but not relevant:

	
	

	
	· IFRIC 8, 'Scope of IFRS 2'
· IFRIC 10, 'Interim financial reporting and impairment' IFRS 4, 'Insurance contracts';
· IFRIC 7, 'Applying the restatement approach under IAS 29, Financial reporting in hyper-inflationary economies'; 
· IFRIC 9, 'Re-assessment of embedded derivatives'


	
	

	А
	Basis of preparation (continued)

	
	

	
	(c) Standards, amendments and interpretations to existing standards that are not yet effective and have not been early adopted by the company 

	
	

	
	The following standards, amendments and interpretations to existing standards have been published and are mandatory for the company’s accounting periods beginning on or after 1 January 2008 or later periods, but the company has not early adopted them:

	
	

	
	· IAS 1, Presentation of Financial Statements (revised September 2007; effective for annual periods beginning on or after 1 January 2009). The main change in IAS 1 is the replacement of the income statement by a statement of comprehensive income which will also include all non-owner changes in equity, such as the revaluation of available-for-sale financial assets. Alternatively, entities will be allowed to present two statements: a separate income statement and a statement of comprehensive income. The revised IAS 1 also introduces a requirement to present a statement of financial position (balance sheet) at the beginning of the earliest comparative period whenever the entity restates comparatives due to reclassifications, changes in accounting policies, or corrections of errors. The Company expects the revised IAS 1 to affect the presentation of its financial statements but to have no impact on the recognition or measurement of specific transactions and balances. 


	
	· IFRIC 14, 'IAS 19 – The limit on a defined benefit asset, minimum funding requirements and their interaction' (effective from 1 January 2008).

	
	· IAS 23 (Amendment), 'Borrowing costs' (effective from 1 January 2009).

	
	· IFRS 3, Business Combinations (revised January 2008; effective for business combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on or after 1 July 2009).

	
	· IFRS 8, 'Operating segments ' (effective from 1 January 2009).

	
	· Financial puttable instruments and liabilities arising from liquidation – IAS 32 and IAS 1 Amendment (effective from 1 January 2009). 

	
	· IFRIC 11, 'IFRS 2 – Group and treasury share transactions'

	
	· IFRIC 12, 'Service concession arrangements' (effective from 1 January 2008). 

	
	

	
	· IFRIC 13, 'Customer loyalty programmes' (effective from 1 July 2008). 

	
	· Acquisition and defeasance conditions – IFRS 2, share based payment (published in January 2008; effective for Financial Years beginning on or after 1 January 2008). 

	
	

	B
	Accounting estimates and assumptions

	
	

	
	The preparation of financial statements is in conformity with IFRS requires the use of certain critical accounting estimates and assumptions. It also requires management to exercise its judgement in the process of applying the Company’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in Note 3.

	
	


	C
	Going concern basis and impairment of assets 

	
	

	
	The financial statements have been prepared on a going concern basis, which assumes that the Company will continue in operational existence for the foreseeable future. The future viability of the Company depends upon business environment, as well as upon the continuing support of its existing and potential providers of finance. For the year ended 31 December 2007 the Company has incurred loss for the year of BGN 267 thousand (2006: BGN 827 thousand) and the accumulated deficit as of 31 December amounted BGN 1,917 thousand (2006: BGN 1,650 thousand). Those factors, indicated that the Company could only continue as a going concern with the continuing support of the parent company. This support has been provided via the multiple capital increases in 2005, 2006 and 2007 (Note 7) and confirmed officially by the parent in its Letter of support dated 27 February 2008. The directors, in light of the support from the parent company obtained and their assessment of expected future cash flows are satisfied that it is appropriate for the financial statements to be prepared on a going concern basis.
If the going concern risk is not mitigated and if the business of the Company was to be wound down and its assets sold, adjustments would have to be made to reduce the balance sheet value of assets to their liquidation value, to provide for further liabilities that might arise, and to reclassify equipment and long term liabilities as current assets and liabilities.

	
	

	D
	Foreign currency translation

	
	

	
	(a) Functional and presentation currency

	
	

	
	Items included in the financial statements are measured using the currency of the primary economic environment in which the entity operates (‘the functional currency’). The financial statements are presented in thousands of Bulgarian Leva, which is the Company’s functional and presentation currency.

	
	

	
	(b) Transactions and balances

	
	

	
	Foreign currency transactions are translated into the measurement currency using the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation of monetary assets and liabilities denominated in foreign currencies are recognized in the income statement. The monetary assets and liabilities denominated in foreign currencies are translated into the measurement currency using the closing rate of Bulgarian National Bank (BNB) as per the balance sheet date.

	
	

	
	Significant exchange rates are:
	31 December 2007
	31 December 2006

	
	
	BGN
	BGN

	
	
	
	

	
	EUR 1 equals
	1.95583
	1.95583


	E
	Equipment and other tangible assets

	
	

	
	All tangible assets are stated at historical cost less depreciation less impairment losses if any. Historical cost includes expenditure that is directly attributable to the acquisition of the items.

	
	

	
	Subsequent costs are included in the assets carrying amount or recognized as a separate asset, as appropriate, only when it is probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured reliably. All other repairs and maintenance are charged to the income statement during the financial period in which they are incurred.

	
	

	
	Depreciation/amortization is provided on a straight-line basis to write off the value of the assets to their residual values, over their expected useful lives, as follows:

	
	

	
	Computers and software

                                                                                   25-50%

	
	Fixtures and fittings


                                                                                      15%

	
	Equipment and other tangible assets                                                                                        30%

	
	

	
	An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount. The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.
Gains and losses on disposal are determined by comparing proceeds with carrying amount. These are included in the income statement.

	
	

	F
	Cash and cash equivalents

	
	

	
	For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held at call with banks, other short-term highly liquid investments with original maturities of three months or less.

	
	

	G
	Receivables

	
	

	
	Receivables are carried at original invoice amount less provision for impairment of these receivables. A provision for impairment of trade receivables is established when there is objective evidence that the Company will not be able to collect all amounts due according to the original terms of receivables. The amount of the provision is the difference between the carrying amount and the recoverable amount, being the present value of expected cash flows, discounted at the market rate of interest for similar borrowers.

	
	

	H
	Employee benefits and pension obligations

	
	

	
	(a) Social, pension and health funds 
The Company is obliged by the current Bulgarian legislation to make fixed contribution on behalf of the employees in a social fund operated by the Government. All those payments/liabilities are recognized as an expense in the period to which those relate.

	
	

	
	


	H
	Employee benefits and pension obligations (continued)

	
	

	
	(b) Pension obligations
In accordance with article 222, para. 3 of the Bulgarian Labor Code, in the event of termination of a labor contract after the employee has reached the lawfully required retirement age, regardless of the reason for the termination, the employee is entitled to a compensation as follows: 2 gross monthly salaries in all cases and 6 gross monthly salaries if the employee has been engaged with the Company for at least 10 years.
In the end of every reporting period the Company estimates and recognizes the provision for its pension obligations.  In calculating the provision the Company estimates the present value of its future pension obligations considering the probability of the employees to retire while employed in the Company.
The Company has not used any actuarial services and has not recognized any provision as it estimates that the effect on the financial statements would have been negligible.

	
	

	I
	Revenue recognition

	
	

	
	Revenue comprises the fair value of the consideration received or receivable for the sale of services in the ordinary course of the Company’s activities. Revenue is shown, net of value added tax, estimated returns and discounts. Revenue is recognized as follows:

(a) Fee and commission income
Fees and commissions are generally recognised on an accrual basis when the service has been provided. Fees arising from negotiating, or participating in the negotiation of, a transaction for a third party, such as the arrangement of the acquisition of shares or other securities are recognised on completion of the underlying transaction. Portfolio and other management advisory and service fees are recognised based on the applicable service contracts, usually on a time-apportionate basis. 


	
	(b) Interest income 
Interest income is recognised on a time-proportion basis using the effective interest method. When a receivable is impaired, the Company reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at original effective interest rate of the instrument, and continues unwinding the discount as interest income. 

	
	

	J
	Operating lease where the Company is the lessee

	
	

	
	Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases. Payments made under operating leases are charged to the income statement on a straight-line basis over the period of the lease.

	
	

	K
	Related parties

	
	

	
	For the purposes of the accompanying financial statements, the parent companies and their subsidiaries and associated companies, key management personnel and Board members, together with the close members of their families in each case and with companies controlled by them, are considered and referred to as related parties.  A number of transactions are entered into with related parties in the normal course of business. The Investment company KD Pelican AD, CF KD Shares Bulgaria and CF KD Bonds Bulgaria managed by the Company are also considered related parties. A detailed breakdown of related party transactions and balances outstanding at the year-end is provided in Note 10.

	
	

	L
	Taxation

	
	

	
	Taxation has been provided for in the financial statements in accordance with Bulgarian legislation currently in force. Current tax is calculated on the basis of the taxable profit for the year, using the tax rates enacted at the balance sheet date. Taxes other than on income are recorded within operating expenses.

Deferred income tax is provided using the balance sheet liability method, for all temporary differences arising between the tax bases of assets and liabilities and their carrying values for financial reporting purposes. Currently enacted tax rates are used in the determination of deferred income tax.

Income tax payable on profits, based on the applicable tax law in Bulgaria is recognised as an expense in the period in which profits arise. The tax effects of income tax losses available for carry forward are recognised as an asset when it is probable that future taxable profits will be available against which these losses can be utilised.

	
	

	M
	Comparatives

	
	

	
	Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year. 

No material reclassifications of the comparative figures were made in these financial statements.

	
	

	N
	Fair value estimation

	
	

	
	The carrying value of financial assets and liabilities with a maturity of less than one year is assumed to approximate their fair value.


	2
	Financial Risk Management

	
	

	
	Financial risk factors

	
	

	
	The company’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The company’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the company’s financial performance. The risk management is held by the management of the company as its policy is approved by the Board.

	
	 

	(a) 
	Market risk

	
	

	(i) 
	Foreign exchange risk

	
	

	
	The Company operates only on the local market and all transactions are in BGN ( the functional currency of the Company) or in Euro (the Leva exchange rate to the Euro is fixed) so the Company has no material exposition related to foreign exchange risk. The Company don’t present sensitivity analyses of this type of risk.

	
	

	(ii)
	Cash flow and fair value interest rate risk

	
	

	
	As the group has no significant interest-bearing assets, the Company’s income and operating cash flows are substantially independent of changes in market interest rates.

	
	

	
	The bank deposits granted are the material interest-bearing assets. The income and operating cash flows are substantially independent of changes in market interest rates as the expenses are short-term and fixed. Company policy is to grant deposits with maximum term not greater than three months.

	
	

	(iii)
	Price risk

	
	

	
	The Company is exposed indirectly to equity securities price risk of the securities of the mutual founds, managed by the Company because the fees are based on their net assets for the period. The assets of the managed founds are most sensible to the change in indexes of local goods exchange and especially to the SOFIX index.
 

	
	The table below summarises the impact of increases of the exchange indexes by 5% for the period 1 January – 31 December with 100% correlation between the relevant index and the founds’ assets.

	
	

	
	Exchange index
	2007
	2006

	
	
	
	

	
	SOFIX
	11
	2

	
	CROBEX
	2
	-

	
	
	
	

	
	
	13
	2

	
	


	2
	Financial Risk Management (continued)

	
	

	(b)
	Credit risk

	
	

	
	Credit risk arises from cash and cash equivalents and deposits with banks and financial institutions, as well as credit exposures to wholesale and retail customers, including outstanding receivables and committed transactions. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, the management assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. Individual risk limits are set based on internal or external ratings in accordance with limits set by the board. Most of the services are prepaid so the Company is not exposed to material credit risk related to the account receivables.

	
	

	
	The table below shows the balances of the counterparties as the balance sheet date.

	
	(in BGN thousands)
	 
	31 December

	
	Counterparty
	Rating
	2007
	2006

	
	
	
	
	

	
	Banks
	    BBВ+
	456
	465

	
	Banks
	  BBB
	47
	3

	
	Founds managed by the Company
	  BBB
	54
	4

	
	Other 
	  
	16
	25

	
	
	
	
	

	
	
	
	573
	497

	
	
	
	
	

	
	No credit limits were exceeded during the reporting period, and management does not expect any losses from non-performance by these counterparties.

	
	

	
	There are no material changes between the fair value of this assets and the book value.

	
	

	(c)
	Liquidity risk

	
	

	
	The liquidity risk to which the Company is exposed is strictly monitored and controlled by the Commission for Financial Control according to the local legislation. The management of the Company maintains compliance with the above mentioned legislation and minimises the liquidity risk exposure. The prudent management of the liquidity risk suppose enough cash and deposits to be held.

	
	

	
	Management monitors rolling forecasts of the Company’s liquidity reserve (comprises undrawn borrowing facility and cash and cash equivalents) on the basis of expected cash flow as at 31 December 2007. The expected liquidity reserve movement is as follows:

	
	
	2008 
	2009-2012

	
	
	
	

	
	Opening balance for the period
	506
	562

	
	 
	
	

	
	Operating proceeds
	1,056
	4,224

	
	Operating cash outflows
	(1,000)
	(4,000)

	
	 
	
	

	
	Cash flow for financial and investment activities
	-
	-

	
	 
	
	

	
	Closing balance for the period
	562
	786

	
	

	
	(All amounts in BGN thousands unless otherwise stated)

	
	

	2
	Financial Risk Management (continued)

	
	

	(c)
	Liquidity risk (continued)

	
	

	
	The table below analyses the Company’s financial liabilities and net-settled derivative financial liabilities into relevant maturity groupings based on the remaining period at the balance sheet to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not significant.

	
	

	
	At 31 December 2007
	Less than 1 year
	Between  1 month and 1 year
	Total

	
	
	
	
	

	
	Trade payables and other financial assets
	33
	10
	43

	
	
	
	
	

	
	At 31 December 2006
	
	
	

	
	
	
	
	

	
	Trade payables
	56
	16
	72

	
	Related parties liabilities
	36
	-
	36

	
	Borrowings from related parties
	-
	125
	125

	
	

	(d)
	Capital risk management

	
	

	
	The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.



	
	In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt



	
	The Company have been supported by the mother company for financing of its activity by increase of the share capital of the Company several times (see note 7).

The Company plans to finance its activity mainly by own resources since 2007.


	3
	Critical accounting estimates and judgements

	
	

	
	The Company makes estimates and assumptions that affect the reported amounts of assets and liabilities within the near future. Estimates and judgements are continually evaluated and based on historical experience and other factors, including expectations of future events that are believed to be reasonable under the circumstances. The reasonableness of the estimates and assumptions is frequently reconsidered.
The resulting accounting estimates will, by definition, rarely equal the related actual results.


(All amounts in BGN thousands unless otherwise stated)
	4
	Equipment and other non-current assets


	 
	Computers
	Fixtures 

and 

fittings
	Vehicles
	Software
	Software in process  
	Total 

	
	
	
	
	
	
	

	At 31 December 2006
	
	
	
	
	
	

	Cost
	73
	72
	44
	22
	39
	250

	Depreciation/amortisation
	(48)
	(17)
	(13)
	(14)
	-
	(92)

	
	
	
	
	
	
	

	Book value
	25
	55
	31
	8
	39
	158

	
	
	
	
	
	
	

	Change in 2006
	
	
	
	
	
	

	At the beginning of the year
	58
	27
	42
	12
	-
	139

	Transfers
	(20)
	20
	-
	-
	-
	-

	Additions
	12
	18
	4
	6
	39
	79

	Disposals
	-
	-
	(4)
	-
	-
	(4)

	Depreciation/amortization charge
	(25)
	(10)
	(11)
	(10)
	-
	(56)

	
	
	
	
	
	
	

	At the end of the year
	25
	55
	31
	8
	39
	158

	
	
	
	
	
	
	

	Change in 2007
	
	
	
	
	
	

	At the beginning of the year
	25
	55
	31
	8
	39
	158

	Additions
	3
	3
	-
	-
	15
	21

	Depreciation/amortization charge
	(21)
	(7)
	(11)
	(8)
	(14)
	(61)

	
	
	
	
	
	
	

	At the end of the year
	7
	51
	20
	-
	40
	118

	
	
	
	
	
	
	

	At 31 December 2007
	
	
	
	
	
	

	Cost
	76
	75
	44
	22
	54
	271

	Depreciation/amortisation
	(69)
	(24)
	(24)
	(22)
	(14)
	(153)

	
	
	
	
	
	
	

	Book value
	7
	51
	20
	-
	40
	118


	5
	Receivables and other current assets
	
	

	
	
	2007
	2006

	
	
	
	

	
	Receivables from related parties (Note 10)
	54
	4

	
	Prepayments and advances
	12
	22

	
	Others 
	1
	-

	
	
	
	

	
	
	67
	26


(All amounts in BGN thousands unless otherwise stated)
	6
	Cash and cash equivalents
	
	

	
	
	2007
	2006

	
	
	
	

	
	Cash at hand
	2
	1

	
	Current accounts
	57
	5

	
	Short-term bank deposits
	447
	465

	
	
	
	

	
	
	506
	471

	
	
	
	


	7
	Share capital
	
	

	
	
	Number of shares


	Nominal
(BGN’000)

	
	
	
	

	
	At 1 January 2006
	1,000
	1,000

	
	
	
	

	
	27 January 2006: shares issued
	283
	283

	
	28 February 2006: shares issued
	342
	342

	
	28 July 2006: shares issued
	450
	450

	
	
	
	

	
	At 31 December 2006
	2,075
	2,075

	
	
	
	

	
	2 July 2007: shares issued
	490
	490

	
	
	
	

	
	At 31 December 2007
	2,565
	2,565

	
	

	
	As at 31 December 2007 all shares are owned by KD Holding d.d. (Ljubljana), (2006: KD Group d.d. (Ljubljana)) and are fully paid.
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	Current and other payables
	
	

	
	
	2007
	2006

	
	
	
	

	
	Trade payables
	32
	20

	
	Tax liabilities and others
	                     1
	                    2

	
	Payables to personnel 
	10
	14

	
	
	
	

	
	
	43
	36


	9
	Borrowings
	2007
	2006

	
	
	
	

	
	Short-term
	
	

	
	Loans from related parties (Note 10)
	-
	122

	
	
	
	

	
	
	-
	122


(All amounts in BGN thousands unless otherwise stated)

	10
	Related parties transactions

	
	

	
	The Company is controlled by KD Holding d.d. (incorporated in Slovenia), which owns 100% of the Company’s shares. The ultimate parent and controlling party is KD Group d.d.

The Company had the following transactions and balances with related parties:

	
	

	
	i)   Receivables from related parties (management taxes)
	
	

	
	
	2007
	2006

	
	
	
	

	
	KD Pelican AD
	27
	2

	
	KD Equity Bulgaria
	1
	1

	
	KD Bonds Bulgaria
	26
	1

	
	
	
	

	
	
	54
	4

	
	

	
	ii)  Short-term payables to related parties
	
	

	
	
	2007
	2006

	
	
	
	

	
	Loan from KD Group d.d.
	-
	122

	
	Software implementation in progress
	-
	38

	
	Purchased car from KD Group d.d.
	-
	15

	
	Consultancy fees paid to KD Holding
	-
	19

	
	
	
	

	
	
	-
	194

	
	
	
	

	
	iii) Key management compensation
	
	

	
	

	
	The key management compensation for the financial year ended 31 December 2007 amounted to BGN 78 thousand (2006: BGN 129 thousand).

	
	

	
	iv) receivables from related parties
	
	

	         
	
	2007
	2006 

	
	Portfolio management fees:
	
	

	
	KD Pelican AD
	269
	205

	
	KD Equity Bulgaria
	139
	31

	
	KD Bonds Bulgaria
	11
	5

	
	
	
	

	
	Consulting services:
	
	

	
	Slovenica Jivlenie d.d.
	134
	-

	
	
	
	

	
	
	553
	241

	
	
	
	

	
	v)  Related party expenses
	2007
	2006

	
	
	
	

	
	Services from Slovenica Jivlenie d.d.
	31
	7


(All amounts in BGN thousands unless otherwise stated)
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	Fee and commission income

	
	
	2007
	2006

	
	
	
	

	
	Mutual funds management fees *
	419
	226

	
	Investment consulting and other income alike
	134
	-

	
	Investment funds shares issuing fees
	58
	15

	
	
	
	

	
	
	611
	241

	
	

	
	*The mutual funds management fees are according to contract for management. The funds managed by the Company are KD Pelican AD, KD Equity Bulgaria and KD Bonds Bulgaria. The fees range from 1% to 3.5% of the net funds assets managed. According to the Bulgarian legislation fees cannot exceed 5% of the net assets of the fund under management.


	12
	Expenses for hired services

	
	
	2007
	2006

	
	
	
	

	
	Brokerage and state fees
	121
	109

	
	Consultancy fees
	88
	59

	
	Operating lease expenses (office rent)
	83
	78

	
	Advertising
	83
	50

	
	Communications
	44
	31

	
	Accounting and related services
	12
	47

	
	Other
	45
	128

	
	
	
	

	
	
	476
	502
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	Payroll expenses
	
	

	
	
	2007
	2006

	
	
	
	

	
	Wages and salaries
	228
	361

	
	Pension costs
	24
	25

	
	Other social security costs
	12
	28

	
	
	
	

	
	
	264
	414
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	Expenses for materials
	
	

	
	
	2007
	2006

	
	
	
	

	
	Office supplies
	10
	35

	
	Advertising materials
	17
	17

	
	Other
	6
	7

	
	
	
	

	
	
	33
	59


(All amounts in BGN thousands unless otherwise stated)
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	Contingencies and commitments

	
	

	
	(a) Operating lease commitment

The operating lease contract signed by the Company is cancellable with one month notice. The one month rental payment committed amounts to BGN 5 thousand, due in January 2007.

	
	

	
	(b) Tax uncertainties

Bulgarian tax legislation is subject to varying interpretations and constant changes. Furthermore, the interpretations of tax legislation by tax authorities as applied to the transactions and activity of the Company may not coincide with that of the management. As a result tax authorities may challenge the way of calculating tax losses carried forward as well as assess additional taxes, penalties and interest, which can be significant. Management is of the view that there will be no additional tax liabilities as at 31 December 2007 and thus no further provision is considered necessary.
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14
	Income tax expense

	
	

	
	The tax on the operating profit differs from the theoretical amount that would arise using the basic tax rate as follows:

	
	
	2007
	2006

	
	
	
	

	
	Loss before tax
	(267)
	(827)

	
	
	
	

	
	Theoretical credit at rate of 10 % (2006: 15%)
	27
	124

	
	Tax losses brought forward
	(27)
	(124)

	
	
	
	

	
	Income tax expense
	-
	-

	
	

	
	The amount of unrecognized deferred tax asset as at 31 December 2007 is BGN 196 thousand (2006: 169 thousand).

	
	

	
	Tax losses expire five years after the year in which they were incurred. The tax losses to be carried forward expire as follows:

	
	
	2007 
	2006

	
	Year of expiry of tax loss:
	
	

	
	
	
	

	
	2008
	33
	33

	
	2009
	167
	167

	
	2010
	663
	663

	
	2011
	827
	827

	
	2012
	267
	-

	
	
	
	

	
	
	1,957
	1,690

	
	
	
	

	
	The tax authorities may at any time inspect the books and records within 5 years subsequent to the reported tax year, and may impose additional tax assessments and penalties. The Company’s management is not aware of any circumstances, which may give rise to a potential liability in this respect.
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	Post Balance Sheet date events

	
	

	
	No significant events have occurred after the balance sheet date. Therefore there is no need any changes in the financial statements and the notes to them to be done.
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