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Economic and Investment Bank AD, Sofia

ADVANCE TERRAFUND REIT
INTERIM FINANCIAL STATEMENT
31 March 2008
	
	
	
	As of
	
	As of

	
	Note
	
	31.03.2008
	
	31.03.2007

	
	
	
	
	
	

	ASSETS
	
	
	
	
	

	Investment property
	4
	
	92,101
	
	39,536

	Rent and other receivables 
	5
	
	1,998
	
	2,156

	Cash and cash equivalents 
	6
	
	423
	
	14,790

	  Financial assets held for trade
	
	
	-
	
	3,000

	TOTAL ASSETS
	 
	
	94,522
	
	59,482

	 
	 
	
	
	
	

	LIABILITIES
	 
	
	
	
	

	Bank loans
	7
	
	8,000
	
	-

	Current debt
	8
	
	3,958
	
	352

	TOTAL LIABILITIES
	
	
	11,958
	
	352

	
	
	
	
	
	

	NET ASSETS
	
	
	82,564
	
	59,130

	 
	
	
	
	
	


	CAPITAL
	
	
	
	
	

	Core capital
	
	
	44,056
	
	44,056

	Issue premiums
	
	
	7,701
	
	7,701

	Unallocated profit
	
	
	30,822
	
	7,778

	Current loss for the period
	
	
	(15)
	
	(405)

	TOTAL CAPITAL
	
	
	82,564
	
	59,130


The Financial Statement has been approved by the Board of Directors and signed on behalf of Advance Terrafund REIT by:
__________________
Radoslav Manolov
Executive Director
	Drafted by
	
	
	
	
	


____________________

Yoanna Georgieva
23 April 2008
The enclosed Notes are an integral part of this Financial Statement.

	
	Note
	
	The period ending on 
31.03.2008
	
	The period ending on 31.03.2007

	
	
	
	
	
	

	Revenues from rent
	
	
	3
	
	138

	Revenues from sales of investment property
	
	
	-
	
	1

	Revenues from rent and lease of investment property
	4
	
	691
	
	198

	operatiNG REVENUES
	
	
	694
	
	337

	 
	
	
	
	
	

	Costs for external services
	9
	
	498
	
	707

	Personnel costs
	
	
	29
	
	7

	Financial costs
	10
	
	182
	
	28

	OPERATING COSTS
	
	
	709
	
	742

	CURRENT LOSS
	
	
	(15)
	
	(405)


The Financial Statement has been approved by the Board of Directors and signed on behalf of Advance Terrafund REIT by:
__________________
Radoslav Manolov
Executive Director
	Drafted by
	
	
	
	
	


____________________

Yoanna Georgieva
23 April 2008
The enclosed Notes are an integral part of this Financial Statement.

	
	The period ending on 31.03.2008
	
	The period ending on 31.03.2007

	
	
	
	

	OPERATING CASH FLOWS
	
	
	

	Payments related to trade partners
	(147)
	
	(429)

	Revenues from rents and sales
	1,941
	
	13

	Payments related to labor remunerations 
	(22)
	
	(11)

	Received interest
	3
	
	54

	Other cash flows from core operations
	(450)
	
	(668)

	Purchase of investment property
	(1,234)
	
	(4,616)

	TOTAL OPERATING CASH FLOWS 
	91
	
	(5,657)

	
	
	
	

	CASH FLOWS FROM FINANCIAL OPERATIONS
	
	
	

	Revenues from issues of own shares
	-
	
	21,245

	Payment of credits to bans
	-
	
	(5,000)

	Paid interest, fees, commissions on credits 
	(182)
	
	(24)

	Other cash flows from financial operations
	-
	
	(3,004)

	TOTAL CASH FLOWS FROM FINANCIAL OPERATIONS
	(182)
	
	13,217

	 
	
	
	

	NET INCREASE /(DECREASE) OF CASH AND CASH EQUIVALENTS
	(91)
	
	7,560

	 
	
	
	

	CASH AND CASH EQUIVALENTS AT THE START OF THE PERIOD
	514
	
	7,230

	 
	
	
	

	CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD
	423
	
	14,790


The Financial Statement has been approved by the Board of Directors and signed on behalf of Advance Terrafund REIT by:
__________________
Radoslav Manolov
Executive Director
	Drafted by
	
	
	
	
	


____________________

Yoanna Georgieva
23 April 2008
The enclosed Notes are an integral part of this Financial Statement.

	
	Core capital
	
	Issue premiums
	
	Unallocated profit
	
	Total

	
	
	
	
	
	
	
	

	balance as of 31 december 2007
	44,056
	
	7,701
	
	7,778
	
	59,535

	Net profit for 2007
	-
	
	-
	
	23,044
	
	23,044

	Current loss for the period
	-
	
	-
	
	(15)
	
	(15)

	BALANCE AS OF  31 MARCH 2008
	44,056
	
	7,701
	
	30,807
	
	82,564


The Financial Statement has been approved by the Board of Directors and signed on behalf of Advance Terrafund REIT by:
__________________
Radoslav Manolov
Executive Director
	Drafted by
	
	
	
	
	


____________________

Yoanna Georgieva
23 April 2008
The enclosed Notes are an integral part of this Financial Statement.

1.
General Information
Advance Terrafund REIT
Advance Terrafund REIT (the Company, the Fund) is a public joint-stock company established at a Constituent Meeting from 12 April 2005, with initial capital amounting to BGN 500 thousand divided into 500,000 shares with par value BGN 1 each. The Company was registered at Sofia City Court on 26 April 2005 and was entered into the Commercial Register of Sofia City Cou8rt under company № 4785/2005, batch number 92950, volume 1216, reg. I, page. 149. The seat and management address of the Company are in Sofia, 57 Hristo Botev Blvd.
The Company’s subject of activity is investment of funds raised through public offering of equity in real estate (securitization of real estate) through purchase of rights of ownership and other property rights on real estate and real estate construction and improvements with the purpose of providing them for management, renting, leasing out, and/or selling them. 
The special legislation concerning the activity of the Company is contained and derives mainly from the Law on Special Purpose Investment Vehicles (LSPIV) and the Law on Public Offering of Securities (LPOS). Pursuant to these, the Company is subject to regulation by the Financial Supervision Commission (FSC). The Company was granted license № 10-ДСИЦ/08.12.2005, issued pursuant to Decision № 452-ДСИЦ from 14 July 2005 of the Financial Supervision Commission.
The Company is established for an unlimited period of time.
The Company has a one-tier management system. The Board of Directors (BD) of the Company is in composition as follows: Radoslav Iliev Manolov – Executive Director, Borislav Vitanov Petkov - Chairman of the BD and Nencho Ivanov Penev – Member of the BD.
Karoll Finance EOOD, which is a shareholder with 13.16% of the capital of Advance Terrafund REIT as of 31 March 2008, provides consultancy and other services such as administrative, accounting and recruitment services.
After the incorporation of the Company in 2005, the Company has performed four consequent capital increases and as of 31 March 2008 the capital is BGN 44,056,058. 

2.
Basis for the Financial Statement
This Financial Statement is dragged in accordance with the International Financial Reporting Standards (IFRS), approved for application of the Commission of the European Union. 

Accounting assumptions and accounting estimates
The drafting of the financial statements requires estimates and assumptions to be made which have an impact on the balance value of the assets and liabilities as of the date of the balance sheet and on the amount of the income and costs during the accounting period, as well as on the disclosure of conditional assets and liabilities.  Although these estimates are based on a most precise judgment  of the current events by the management and the available information as of the date of publication of the financial statement, the actual future results may be different than the projections.

2.
Basis for the Financial Statement (continued)
The costs and revenues of the Fund are accounted for on a daily basis according to the current accounting principle. 
The Cash Flows Report is drafted on the basis of the direct method.
Accounting Currency
According to the requirements of the Bulgarian accounting law, the Fund keeps its accounts and drafts its financial statements in the national currency of the Republic of Bulgaria – the Bulgarian lev, which is the main currency for the operations of the Company. As of 1 January 1999 the Bulgarian lev has been pegged to the euro at an exchange rate of BGN 1.95583 = EUR 1.
3.
 Main Elements of the Accounting Policy
Investment Property
The investment property in which the Company invests comprises lands held for revenues in the form of rent and for the purpose of capital increase. 
The investment properties are initially assessed according to their prime value, including the acquisition value and all direct costs related to the acquisition of the properties. The subsequent costs related to an investment property which has already been accounted are added to the balance value of the investment property when it is probable that the Company will derive future economic benefits exceeding the initial evaluation for the performance norm of the existing investment property. 
The subsequent evaluation of the investment properties is made using the fair value method, which evaluates a given real estate after an initial evaluation according to acquisition value, making adjustments in the fair value accounted for in the Income Report.

The Company rents out its investment properties, respectively holding all major risks and benefits from the ownership of these properties.
Cash
The cash and cash equivalents include money in cash and in current accounts and short-term deposits and banks, with a common maturity of up to 3 months.
Operations in Foreign Currencies
The transactions denominated in foreign currencies are accounted for in BGN at the exchange rate of the Bulgarian National Bank (BNB), on the dates of the respective transactions. The assets and liabilities denominated in foreign currencies are accounted for as of the date of drafting of the balance at the closing exchange rate of BNB.

The profit and loss resulting for exchange rate differences and trade in currencies are accounted for in the Income Report for the period when they arise.

3.
Main Elements of the Accounting Policy (continued)
As of 1 January 1999 the Bulgarian lev has been pegged to the currency of the European Union at an exchange rate of EUR 1 to BGN 1.95583. The fluctuations of all other currencies in relation to the lev reflect the fluctuations of the same currencies in relation to the euro at the international markets.

The Company does not perform major transactions in foreign currencies and is not exposed to currency risks. 

Short-term Receivables and Liabilities
The short-term receivables are accounted for according to their expected value for realization.

The current liabilities are valued according to the value of their arising, at which they are expected to be reimbursed in the future.

Rental Revenues 

The revenues from renting out investment property are accounted for in the Income Report according to the direct method, for the period of the contract.
Revenues from Interests
The revenues from interests on deposits are currently accounted for in the Income Report of the Company as per the terms of the deposit contract.

The realized interest from securities held for trading are not accounted for as revenues from interests.

4. Investment Property
As of 31 March 2007 the investment properties include: agricultural land of approximately 270,030 decares amounting to BGN 69,443 thousand, estate in the process of regulation of approximately 121 decares amounting to BGN 19,159 thousand and regulated real estate of approximately 11 decares amounting to BGN 3,499 thousand, or a total of BGN 92,101 thousand, including BGN 33,282 thousand revaluation at fair value.

As of 31 March 2008 the Company has signed rental contracts for approximately 133,523 decares of agricultural lands. The realized rental revenues amount to BGN 691 thousand and are presented in the Income Report.
5.
Rent and Other Receivables 
	
	As of
	
	As of

	
	31.03.2008
	
	31.03.2007

	
	
	
	

	Advance payments to suppliers, brokers and partners
	970
	
	1,785

	Rental and leasing receivables
	1,000
	
	285

	Other
	28
	
	86

	Total
	1,998
	
	2,156


6.
Cash and Cash Equivalents
	
	As of
	
	As of

	
	31.03.2008
	
	31.03.2007

	
	
	
	

	Cash
	67
	
	707

	Cash in current accounts in BGN
	356
	
	3,083

	Cash in deposit accounts in BGN
	-
	
	11,000

	Total
	423
	
	14,790


7.
Bank Loans
On 3 August 2007 the Company signed a contract for a bank loan with ING Bank N.V. Sofia Branch. The bank loan was disbursed in three tranches for the period from 28 September 2007 to 
9 November 2007, with an interest amounting to SOFIBOR plus 2.75%. The interest is paid monthly and the principal will be reimbursed with a single installment not later than 30 June2008. The collateral for the credit is a Contract for Pledge of Rental and Leasing Receivables and mortgages on a large part of the held land in urban territories with a total value of BGN10,142,000. The interest to this credit for the period amount to 181,000 and are presented in the Income Report. As of 31 March 2008 the outstanding interest amounts to BGN 22,000. (see Note 8).
8.
Current Liabilities
	
	As of
	
	As of

	
	31.13.2008
	
	31.03.2007

	
	
	
	

	Liabilities to clients and suppliers
	5
	
	81

	Advances received
	3,470
	
	-

	Liabilities to banks
	22
	
	-

	Liabilities to the personnel
	6
	
	-

	Liabilities to insurance companies 
	2
	
	1

	Tax obligations
	1
	
	-

	Liabilities to the servicing company (Note 11)
	452
	
	270

	Total
	3,958
	
	352


On 20 July 2007 the Company signed a contract with the company Project Estate EOOD for establishment of construction rights on the held regulated landed property in the city of Stara Zagora for the construction of a commercial complex. Pursuant to this contract the Company has received an advance payment amounting to BGN 3,470,000. 
 9.
Costs for external services
	
	For the period ending on 31.03.2008
	
	For the period ending on 31.03.2007

	
	
	
	

	Costs for consultancy services
	467
	
	692

	Costs for commissions
	5
	
	-

	Costs for insurance of receivables
	7
	
	-

	Costs for translation of documents
	10
	
	-

	Advertising
	7
	
	1

	Annual fees
	1
	
	8

	Other costs and fees
	1
	
	6

	Общо
	498
	
	707


10.
Financial Costs
	
	For the period ending on 31.03.2008
	
	For the period ending on 31.03.2007

	
	
	
	

	Transaction costs and costs for elimination of mortgages 
	-
	
	3

	Costs for interests to a bank credit
	181
	
	24

	Other financial costs
	1
	
	1

	Total
	182
	
	28


11.
Service Contracts
The Company has signed a service contract with Karoll Finance EOOD which holds a share of the authorized capital of the Company amounting to 13.16%. According to the above contract Karoll Finance EOOD provides consultancy and administrative services as well as recruitment services in exchange of an annual fee. The total amount of fee under the service contract for the current period amounts to BGN 452,000.
12.    Events after the date of the Balance Sheet
On 31.03.2008 Advance Terrafund REIT signed a investment credit agreement for EUR 15 (fifteen) million with the National Bank of Greece, London Branch for re-financing of the credit obligations of Advance Terrafund REIT to ING Bank N.V. Sofia Branch amounting to BGN 8 (eight) million and for funding of the purchase of investment property. The disbursement of the credit will be made in tranches by 30.09.2008. The interest rate on the credit amounts to the monthly EURIBOR plus 2.50 /two and a half / percent per year and will be paid on a monthly basis. The principal will b e reimbursed by 31.03.2009 with a single installment.
__________________
Radoslav Manolov
Executive Director
	Drafted by:
	
	
	
	
	


___________________

Yoanna Georgieva
23 April  2008






5
PAGE  

[image: image2.png]Deloitte
& Touche



_1032941065.bin

