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Madara Europe AD Financiol statements
for the year ended 31 December 2013

Statement of financial position

In thousands of BGN Note 31 December 31 December
2013 02

Assets

Current assets

Trade and other receivables 10 11 -

Cash and cash squivalents 1 9 10
Current assets 20 10
Total assets 20 10
Equity

Share capital VIS 50 50

Profit and loss (296) (41)
Total equity (246) 9
Liabilities
Non-current liabilities

Loans 12 - 157 5
Non-~current liabilities 157 :
Current ligbilities , : :

Trade and other payables Ve 109 1
Current liabilities 109 1
Total linbilities 266 1
Total equity and liabilities 20 10

The notes on pages 6 10 23 are an integral part of these fimancial statements.
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Madara Europe AD Financial statements
for the year ended 31 December 2013

Statement of profit and loss and other comprehensive income
For the year ended 31 December

In thousands of BGN Note 2013 2012
Revenue , - ] e - 6
Hired services expenses 7 ' @27 (4)
Employee benefit expenses & (23) {2)
Loss from operating activities (250) -
Finance costs (5) -
Net finance costs (5) :
Loss before income tax ' (255) -
Income tax expense 9 ’ gois 2
Loss for the year (255) -
Total comprehensive income for the year 7 (288) -

Earnings per share
Basic earnings per share (BGN) 15 (5.14) ¢

The notes on pages 6 o 23 are an integral part of these financial statements.
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Madara Europe AD Financial statements
for the year ended 31 December 2013

Statement of changes in equity

Share  General Profit Total
In thousands of BGN Note capital  reserves  and loss equity
Balance at 1 January 2012 50 - (41) 9
Total comprehensive income for the year
Profit for the year - - - -
Total comprehensive income for the year , - . - -
Balance at 31 December 2012 13 50 - (41) 9
Balance at 1 January 2013 S0 - (41) 9
Total comprehensive income for the year
Loss for the year - - (255) . (239)
Total comprehensive income for the year - - (255) (25%)
Balance at 31 December 2013 13 50 - (296) (246)
The notes on pages 6 fo 23 are an invegral part of these financial statements.
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Mudara Europe AD

Notes to the financial statements

Statement of cash flows

For the year ended 31 December
In thousands of BGN

Cash flows from operating activities
VAT refunds
Cash paid to suppliers and other creditors
Wages, contributions and others
Others
Net cash from operating activities

Cash flows from investing activities
Net cash from investing activities

Cash flows from financing activities
Loans received
Net cash from financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

Financial statements
for the year ended 31 December 2013

Note 2013 2012
13 -
{175) (¥2))]
(20) %)
8 .
(154) (23)
153 -
153 -
¢ (23)
10 13
1 9 10

The notes on pages 6 to 23 are an integral part of these financial statements,
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Madara Europe AD Financial statements

Jor the year ended 31 December 2013

Notes to the financial statements
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Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

1) Reporting entity

Madara Europe AD (the ,,Company”) is a joint-stock company domiciled in Bulgaria. The Company is
established on 11 August 2008 and is registered with the Commercial Register at the Bulgarian Registry
Agency on 31 August 2008 with ID code 200431288, with the name Mayfair Group AD. By decision of the
extraordinary General Meeting of the Shareholders dated 07.01.2013, the name of the Company is changed to
Madara Europe AD and changes in the main activities of the Company, its head office and address of
management as well as managing body are also approved. New Articles of Association is also established. The
changes are registered with the Commercial Register at the Bulgarian Registry Agency on 05.02.2013 under
the number 20130205103306 of Company’s file.

Majority shareholder and Executive Director of Madara Europe AD is Rainbow Malta (Holdings) Limited, a
company registered with the Commercial Register of Malta with ID code C41426, which is represented by Mr.
Paul Riley.

The main activities of the Company comprise investment in real estate, including purchase and sale of real
estate, investments in land, infrastructure, residential and holiday real estate, acquisition of other entities, agent
services and any other.

The Company has one-tier management system which is executed by Board of Directors. As at the date of
authorization of these financial statements, the members of the Board of Directors are:

® Rainbow Malta (Holdings) Limited, represented by Mr. Paul Riley — Executive Director
e Scott James Perkins -- Chairman of BoD
¢ Lyudmil Vladimirov Gachev — Independent member of BoD.

Madara Europe AD is represented by Mr. Paul Riley in his capacity of representing the Executive Director
Rainbow Malta (Holdings) Limited, which manages and represents the Company before third parties.

The address of management is Varna 9002, 82, “Kniaz Boris I” street, floor 2.

Since 2009, Coompany’s shares are admitted for trading on a regulated market on the Bulgarian Stock
Exchange — Sofia with ticker symbol 6MF.

2) Basis of preparation
(a) Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRSs) as adopted by the European Union (EU).

The financial statements were authorised for issue by the Board of Directors on 20 March 2014.



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

2) Basis of preparation (continued)
(b) Going concern

Madara Europe AD is registered as a joint-stock company. According to the Commercial Act, the Company is
obliged to maintain a positive equity value. Also, according to the same law, the Company has to ensure that
the equity is not lower than the share capital for a period longer than 1 year. The Company has realized a net
loss of BGN 255 thousand for the year ended 31 December 2013, and as at that date the current liabilities of the
Company exceed its total assets by BGN 246 thousand. As at 31 December 2013 the total equity (equal to the
net assets of the Company) is lower than the registered share capital by BGN 296 thousand (31.12.2012: lower
by BGN 41 thousand) and has a negative value of BGN minus 246 thousand. The difference is due to the fact
that the Company is still in starting phase of development and it incurs preliminary administrative expenses and
legal and consulting expenses related to preparation activities for completion of its major project for building
and sale of real estate. These expenses are paid with amounts from the shareholders provided to the company as
loans or equity.

The shareholders of the Company are in process of approval of development plan, which aims to ensure
compliance with article 252(1) p.5 of the Commercial Act. The plan includes increase in share capital with
agjo. In addition, the company is supported financially by the ultimate parent company. The company signed a
revolving loan contract for investment purposes with its main shareholder Raibow Malta Holdings Limited
with limit of EUR 100 million which matures at 28 March 2015,

Certifying of the investment project of the company as a priority project has been approved with a decision of
the Council of Ministers (refer to note 18).

The management believes that the taken measures as well as the future project development will result in profit
in the foreseeable future, as well as in an increase of net assets to an amount higher than the registered share
capital, and the implementation of the going concern assumption is appropriate in the circumstances given.

(c) Basis of measurement
The financial statements have been prepared on the historical cost basis.
(d) Functional and presentation currency

These financial statements are presented in BGN, which is the Company’s functional currency. All financial
information presented in BGN has been rounded to the nearest thousand, except when otherwise indicated.

(¢) Use of estimates and judgements

In preparing these financial statements ,management has made judgements, estimates and assumptions that
affect the application of the Company’s accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates. Estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions to estimates are recognised prospectively.



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

3) Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements.

(a) Foreign currency
(i) Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of the Company at exchange rates at
the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies are retranslated to the functional currency at
the exchange rate at the reporting date. Non-monetary assets and liabilities denominated in foreign currencies
that are measured at fair value are retranslated to the functional currency at the exchange rate at the date that the
fair value was determined. Non-monetary items in a foreign currency that are measured in terms of historical
costare translated using the exchange rate at the date of the transaction. Foreign currency differences arising on
retranslation are recognised in profit or loss.

(b) Financial instruments
The Company classifies non-derivative financial assets into the loans and receivables category.
The Company classifies non-derivative financial liabilities into the other financial liabilities category.
(i) Non-derivative financial assets and financial liabilities — recognition and derecognition

The Company initially recognises loans and receivables and deposits on the date that they are originated. All
other financial assets and financial liabilities are recognised initially on the trade date.

The Company derecognises a financial asset when the contractual rights to the cash flows from the asset expire,
or it transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred, or it neither transfers
nor retains substantially all of the risks and rewards of ownership and does not retain control over the
transferred asset. Any interest in transferred financial assets that is created or retained by the Company is
recognised as a separate asset or liability.

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled, or
expire.

Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Company has a legal right to offset the amounts and intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

3) Significant accounting policies (continued)
(ii) Non-derivative financial assets — measurement
Loans and receivables

These assets are initially recognised at fair value plus any directly attributable transaction costs. Subsequent to
initial recognition they are measured at amortised cost using the effective interest method.

Cash and cash equivalents

In the statement of cash flows, cash and cash equivalents includes bank overdrafis that are repayable on
demand and form an integral part of the Company’s cash management.

(iii) Non-derivative financial liabilities -- measurement

Non-derivative financial liabilities are initially recognised at fair value less any directly attributable transaction
costs. Subsequent to initial recognition, these liabilities are measured at amortised cost using the effective
interest method.

(iv) Share capital

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares
are recognised as a deduction from equity, net of any tax effects.

(v) Dividends

Dividends are recognized as a liability in the period they are declared. Unpaid dividends are transferred in
reserves,



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

3) Significant accounting policies (continued)
() Impairment
(i) Non-derivative financial assets

A financial asset not classified as at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired.

Objective evidence that financial assets are impaired can include:

¢ default or delinquency by a debtor;

® restructuring of an amount due to the Company on terms that the Company would not consider otherwise;

® indications that a debtor or issuer will enter bankruptcy;

¢ adverse changes in the payment status of borrowers or issuers;

¢ the disappearance of an active market for a security;

® observable data indicating that there is measurable decrease in expected cash flows from a group of
financial assets.

Financial assets measured at amortised cost

The Company considers evidence of impairment for financial assets measured at amortised cost (loans and
receivables), at both a specific asset and collective level. All individually significant assets are assessed for
specific impairment. All individually significant loans and receivables found not to be specifically impaired are
then collectively assessed for any impairment that has been incurred but not yet identified. Assets that are not
individually significant are collectively assessed for impairment by grouping together assets with similar risk
characteristics.

In assessing collective impairment the Company uses historical trends of the probability of default, the timing
of recoveries and the amount of loss incurred, adjusted for management’s judgement as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or less than suggested by
historical trends.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the asset’s
original effective interest rate. Losses are recognised in profit or loss and reflected in an allowance account
against loans and receivables or held-to-maturity investment securities. Interest on the impaired asset continues
to be recognised. When an event occurring after the impairment was recognised causes the amount of
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

10




Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

3) Significant accounting policies (continued)

(d) Employee benefits

(i) Defined contribution plans

Obligations for contributions to defined contribution plans are expensed as the related service is provided.
(i) Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Company’s net obligation in respect of defined benefit pension plans is calculated separately for each plan by
estimating the amount of future benefit that employees have earned in return for their service in the current and
prior periods; and that benefit is discounted to determine its present value.

The Company has obligation to pay certain amounts to each employee who retires with the Company in
accordance with Art. 222, § 3 of the Labor Code in Bulgaria. According to these regulations in the LC, when a
labor contract of a company’s employee, who has acquired a pension right, is ended, the employer is obliged to
pay him compensations amounted to two gross monthly salaries. In case the employee’s length of service in the
company equals to or is greater than 10 or more years, as at retirement date, then the compensation amounts to
six gross monthly salaries.

Due to the small number of the personnel, the Management of the Company estimates the approximate amount
of the potential expenditures for every employee as insignificant.

(iii) Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related
service is provided. A liability is recognised for the amount expected to be paid under short-term cash bonus or
profit-sharing plans if the Company has a present legal or constructive obligation to pay this amount as a result
of past service provided by the employee, and the obligation can be estimated reliably.

The Company recognises as a liability the undiscounted amount of the estimated costs related to annual leave
expected to be paid in exchange for the employee’s service for the period completed.

11



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

3) Significant accounting policies (continued)
(¢} Revenue
() Rendering of services

Revenue from services rendered is recognised in proportion to the stage of completion of the transaction at the
reporting date. The stage of completion is assessed by reference to surveys of work performed.

(f) Income tax

Income tax expense comprises current and deferred tax. Current tax and deferred tax is recognised in profit or
loss except to the extent that it relates to a business combination, or items recognised directly in equity or in
other comprehensive income.

Current tax

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
years. Current tax payable also includes any tax liability arising from the declaration of dividends.

Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not
recognised for:

® temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss;

* temporary differences related to investments in subsidiaries and jointly controlled entities to the extent that
it is probable that they will not reverse in the foreseeable future; and

e taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities
and assets, and they relate to income taxes levied by the same tax authority.

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary differences, to the
extent that it is probable that future taxable profits will be available against which they can be utilised. Deferred
tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

In determining the amount of current and deferred tax the Company takes into account the impact of uncertain
tax positions and whether additional taxes and interest may be due. The Company believes that its accruals for
tax liabilities are adequate for all open tax years based on its assessment of many factors, including
interpretations of tax law and prior experience. This assessment relies on estimates and assumptions and may
involve a series of judgments about future events. New information may become available that causes the
Company to change its judgment regarding the adequacy of existing tax liabilities; such changes to tax
liabilities will impact tax expense in the period that such a determination is made.

12



Madara Europe AD

Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

3) Significant accounting policies (continued)

(g) Finance income and finance costs

The Company has no finance income. The finance costs of the Company include interest expense.

Interest income or expense is recognised using the effective interest rate method.

4) New standards and interpretations not yet adopted

New International Financial Reporting Standards (IFRS) and interpretations to IFRS (IFRIC) not yet
mandatory as at the reporting date

A number of new standards, amendments to standards and interpretations, endorsed by the EC, are available
for early adoption in the annual period ended 31 December 2013, although they are not yet mandatory until a
later period. These changes to IFRS have not been applied in preparing these financial statements. The
Company does not plan to adopt these standards early.

Standards, Interpretations and amendments to published Standards that have not been early adopted —
endorsed by the EC:

IFRS 10 Consolidated Financial Statements shall be applied, at latest, as from the beginning of the first
financial year starting on or after 1 January 2014. IFRS 10 introduces a single control model to determine
whether an investee should be consolidated. The Company does not expect the new standard to have any
impact on the financial statements, since the assessment of control over its current investees under the new
standard is not expected to change previous conclusions regarding the Company’s control over its
investees,

IFRS 11 Joint Arrangements, shall be applied, at latest, as from the beginning of the first financial year
starting on or after 1 January 2014. The Company does not expect IFRS 11 to have material impact on the
financial statements since it is not a party to any joint arrangements.

IFRS 12 Disclosures of Interests in Other Entities, shall be applied, at latest, as from the beginning of the
first financial year starting on or after 1 January 2014. The Company does not expect that the new Standard
will have a material impact on the financial statements.

IAS 27 Separate Financial Statemenis (2011) which supersedes IAS 27 (2008) shall be applied, at latest,
as from the beginning of the first financial year starting on or after 1 January 2014. The Company does not
expect that the new Standard will have a material impact on the financial statements.

IAS 28 Investments in Associates and Joint Ventures (2011) which supersedes IAS 28(2008) shall be
applied, at latest, as from the beginning of the first financial year starting on or after 1 January 2014. The
Company does not expect the amendments to Standard to have material impact on the financial statements
since it does not have any investments in associates or joint ventures that will be impacted by the
amendments.

Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities shall be applied, at latest, as
from the beginning of the first financial year starting on or after 1 January 2014. The Company does not
expect the Amendments to have any impact on the financial statements since the Company does not apply
offsetting to any of its financial assets and financial liabilities and it has not entered into master netting
arrangements.

Amendments to JFRS 10, IFRS 12 and IAS 27 - Investment Entities shall be applied for annual periods
beginning on or after 1 January 2014. The Company does not expect the new standard to have any impact
on the financial statements, since the parent company does not qualify as an investment entity.

13



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

4) New standards and interpretations not yet adopted (continued)

®  Amendments to IAS 36 — Recoverable Amount Disclosures Jor Non-Financial Assets shall be applied for
annual periods beginning on or after 1 January 2014. The Company does not expect that the new Standard
will have a material impact on the financial statements.

® Amendments to IAS 39 — Novation of Derivatives and Continuation of Hedge Accounting shall be applied
for annual periods beginning on or after 1 January 2014. The entity does not expect the Amendment to
have any impact on the financial statements, since the entity does not apply hedge accounting,

IASB/IFRIC documents not yet endorsed by EC:

Management believes that it is appropriate to disclose that the following new or revised standards, new
interpretations and amendments to current standards, which are already issued by the International Accounting
Standards Board (IASB), are not yet endorsed for adoption by the European Commiission, and therefore are not
taken into account in preparing these financial statements. The actual effective dates for them will depend on
the endorsement decision by the EC.

® IFRS 9 Financial Instruments (2009), additions to IFRS 9 (2010 and 201 3) and Amendment to IFRS 9 and
IFRS 7 Mandatory effective date and transitional disclosures (Effective date not yet determined; to be
applied prospectively. Earlier application is permitted.)

* Amendments to IAS 19 — Defined Benefit Plans: Employee Contributions (Effective for annual periods
beginning on or after 1 July 2014. Earlier application is permitted. The amendments apply retrospectively).

® IFRIC 21 ~ Levies (Effective for annual periods beginning on or after 1 January 2014; to be applied
retrospectively. Earlier application is permitted).

14



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

4) Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair value, for
both financial and non-financial assets and liabilities. When applicable, further information about the
assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.

(i) Trade and other receivables

The fair value of trade and other receivables is estimated at the present value of future cash flows, discounted at
the market rate of interest at the measurement date. Short-term receivables with no stated interest rate are
measured at the original invoice amount if the effect of the discounting is immaterial. Fair value is determined
at initial recognition and, for disclosure purposes, at each annual reporting date.

(ii) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future
principal and interest cash flows, discounted at the market rate of interest at the reporting date.

6) Revenue
In thousands of BGN 2013 2012
Written off payables - 6

By decision of the Management as at 31 December 2012 payables under invoices are written off as not due
and/or expired.

7) Hired services

In thousands of BGN 2013 2012

Legal services 145 -

Consultancy services 66 .

Audit services 6 -

Maintain of issue and public trading of shares 7

Administrative services 3 4
227 4

8) Employee benefit expenses

In thousands of BGN 2013 2012
Wages and salaries and other contributions 23 2
23 2

15



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

9) Taxes

Income tax expense

In thousands of BGN 2013 2012

Income tax recognised in profit or loss

Current tax expense
Current year tax expense - -

Deferred tax expense
Origination and reversal of temporary differences - -

Total income tax expense - -

Reconciliation of effective tax rate

In thousands of BGN 2013 2013 2012 2012
Loss for the year (255) -
Total income tax expense - -
Loss before income tax 255 -
Income tax using the Company’s domestic tax rate 10.00% (26) 10.00% -

Current year tax loss for which deferred tax asset was not
recognised previously (10.00%) 26 -

Unrecognised deferred tax assets

The Company has accumulated tax losses for period of 5 years (2009-2013) at the total amount of BGN 285
thousand. Deferred tax assets (at the amount of BGN 28 thousand) have not been recognised in respect of these
items because it is not probable that future taxable profit will be available against which the Company can
utilise the benefits there from.

10) Trade and other receivables
In thousands of BGN 31.12.2013 31.12.2012

VAT refunds 11 -

11 -

11) Cash and cash equivalents

In thousands of BGN 31.12.2013 31.12.2012

* Cash in hand - 10

Bank balances 1 -
Cash on bank balances on received guarantees from BoD

members .8 -

9 10

The cash on bank balances on guarantees from BoD members are received in accordance with Public
Offering of Securities Act art.116.

16



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

12) Loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing loans and
borrowings, which are measured at amortised cost. For more information about the Company’s exposure to
interest rate, foreign currency and liquidity risk, see Note 16.

In thousands of BGN note 31.12.2013 31.12.2012

Non-current liabilities

Loan from related party 17 157 -
157 -

Current liabilities

Loan from related party - -

Terms and debt repayment schedule

Terms and conditions of outstanding loans were as follows:

31 December 2013 31 December 2012
Nominal Year of Carrying Carrying
In thousands of BGN Currency interest rate maturity Face value  amount Face value  amount
3month
Loan from related party EUR Euribor+6% 2014-2015 157 157 -
Total interest-bearing liabilities 157 157 -

In 2013 the Company has entered into a credit agreement with the Parent company for up to EUR 100 million
According to the credit agreement, during the entire term of the agreement, which was set to 2 years, multiple
disbursements and repayments within the limit are allowed.

17



Madara Europe AD Financial statements
Jor the year ended 31 December 2013

Notes to the financial statements

13) Capital and reserves

By a decision of the General Meeting of Shareholders on 7 January 2013 the nominal value of shares was
changed from BGN 2 per share to BGN 1 per share. Each shareholder, who possesses 1 share with a nominal
value of BGN 2 will receive 2 shares with a nominal value of BGN 1 each. As a result as at 31 December 2013
the Company’s share capital was at the amount of BGN 50,000 distributed into 50,000 ordinary registered
dematerialized shares with voting rights and nominal value of BGN 1 each. All shares form one class of
ordinary dematerialized shares and all shares rank equally. The registered capital is fully paid as at the date of
incorporation.

Shareholders Number of shares %
2013 2013

Rainbow Malta (Holdings) Limited 47,498 94.99%
Rainbow Group Services Limited 2,500 5.00%
Radoslav Dimitrov 2 0.01%
50,000 100.00%

14) Trade and other payables

In thousands of BGN Note 2013 2012
Payables to suppliers 97 1
Personnel 2 -
Payables on guarantees from BoD members 17 8 -
Other 2 -

109 1

The Company’s exposure to currency and liquidity risk related to trade and other payables is disclosed in
note 16.

15) Earnings per share
Basic earnings per share

The calculation of basic earnings per share at 31 December 2013 was based on the loss attributable to ordinary
shareholders of BGN 255 thousand (2012: nil), and a weighted average number of ordinary shares outstanding
of 50 thousand (2012: 25 thousand), calculated as follows:

Loss attributable to ordinary shareholders (basic)

In thousands of BGN 2013 2012
Loss for the year (255) -
Loss attributable to ordinary shareholders (255) -

Weighted average number of ordinary shares (basic)

In thousands of shares Note 2013 2012
Issued ordinary shares as at 1 January 13 25 25
Issued ordinary shares in January 2013 13 25 -
Weighted average number of ordinary shares at 31 December 50 25
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16) Financial instruments
Financial risk management
Overview

The Company has exposure to the following risks from its use of financial instruments:
e credit risk

¢ liquidity risk

®  market risk.

This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management of
capital.

Risk management framework

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Board is responsible for developing and monitoring the Company’s risk
management policies.

The Company’s risk management policies are established to identify and analyse the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
Company’s activities.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations. The credit risk arises principally from the Company’s receivables from
customers and banks.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
credit risk at the reporting date was:

Carrying amount

In thousands of BGN Note 2013 2013
Cash at bank 11 9 -

9 -
Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with
its finaneial liabilities that are settled by delivering cash or another financial asset. The Company’s approach to’
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Company’s reputation.

Typically the Company ensures that it has sufficient cash on demand to meet expected operational expenses for
a 30 day period, including the servicing of financial obligations; this excludes the potential impact of extreme
circumnstances that cannot reasonably be predicted. The Company has also entered into a framework agreement
in 2013 for a revolving credit for up to EUR 100 million with the main shareholder Rainbow Malta Holdings
Limited.
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16. Financial instruments (continued)

The following are the contractual maturities of financial liabilities, including estimated interest payments and
excluding the impact of netting agreements:

31 December 2013

More
In thousands of BGN Carrying Contractual 6 months 6-12 1-2 2-5 than §
amount cash flows or less months years years years
Non-derivative financial
liabilities
Unsecured loan 157 157 - - (157) - -
Trade and other payables 109 (109) (109) - - - -
266 (266) (109) - (157) - -
31 December 2012
More
In thousands of BGN Carrying  Contractual 6 months 612 1-2 2-5 than 5
amount cash flows orless months years years years
Non-derivative financial
liabilities
Trade and other payables 1 1) (1) - - - -
1 @) @ - - - -
Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Company’s income or the value of its holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, while
optimising the return.

Currency risk

In general, the Company is not exposed to currency risk as the purchases and costs generated are denominated
in EUR or BGN;

. The Bulgarian Lev (BGN) rate is fixed to the Euro (EUR). The applicable exchange rate is
BGN 1.95583 / EUR 1.0.

Sensitivity analysis

A sensitivity analysis for changes in the exchange rates of the BGN and Euro against other currencies would
have no impact on the Company’s financial statements due to the facts stated above.
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16. Financial instruments (continued)

Interest rate risk
Exposure to interest rate risk
At the reporting date the interest rate profile of the Company’s interest-bearing financial instruments was:

Nominal amount
In thousands of BGN 2013 2012
Fixed rate instruments
Financial liabilities - -

Variable rate instruments
Financial liabilities 153 -
153 -

Sensitivity analysis for variable rate instruments

The Company does not account for any variable rate financial assets and liabilities at fair value through profit
or loss.

A change of | percent in interest rates would have increased or decreased profit or loss by BGN 1 thousand.
Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. Capital consists of share capital and, at this stage,
accumulated loss. As disclosed in note 2.(b) above, the Company is in initial development stage and does not
generate return for its shareholders yet.

The Company monitors capital using an adjusted net debt to equity ratio, which is adjusted net debt divided by
adjusted equity. For this purpose, the adjusted net debt is defined as total liabilities (which include interest
bearing loans and borrowings and obligations under finance leases) plus unaccrued proposed dividends, less
cash and cash equivalents. Adjusted equity comprises all components of equity other than amounts recognised
in equity relating to cash flow hedges and unaccrued proposed dividends.

All decisions for changes in this respect take into consideration the balance between price and risks inherent to
different investment sources.

The Company’s adjusted net debt to equity ratio at the end of the reporting period was as follows:

In thousands of BGN 2013 2012
Total liabilities 266 1
Less: cash and cash equivalents (9) (10)
Net debt 257 (C))]
Total equity L (246) 9 .
Adjusted equity (246) 9
Net debt to adjusted equity ratio at 31 December (1.04) (1.00)

There were no changes in the Company’s approach to capital management during the year.
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16. Financial instruments (continued)

Accounting classifications and fair values

The following table shows the carrying amounts and fair values of financial assets and financial liabilities,
including their levels in the fair value hierarchy. It does not include fair value information for financial assets
and financial liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair
value.

In thousands of BGN Note 31 December 2013 31 December 2012
Carrying amount Carrying amount
L d Other Loans and Other
ans a n
oans an financial Total oans a financial Total
receivables receivables
Habilities liabilities

Financial assets not
measured at fair value
Cash and cash equivalents 11 9 - 9 10 10

Financial liabilities not
measured at fair value

Loan from related party 12 - (157) (157) - - -
Trade and other payables 14 - (109) (109) - (1) (1
- (266) (266) - Q) Q)]

The Management has reviewed the fair values of the financial assets and liabilities as at 31 December 2013,
and considers that they do not differ from their carrying amounts.

17) Related parties

The Parent company is Rainbow Malta Holdings Limited
Black Sea Investment Trust EAD — Company under common control
Bulgarian Property Investment Trust EAD - Company under common control

Related party transactions

Transaction value for the Balance outstanding as
In thousands of BGN year ended 31 December at 31 December

31.12.2013 31.12.2012  31.12.2013  31.12.2012
Loan received from

Rainbow Malta (Parent company) 153 - 153 -
Interest accrued on loan 4 - 4

Service provided from Black Sea

Investment Trust EAD - rent 1 - 1 -

Key management personnel transactions

The key management personnel of the Company include the members of the Board of Directors.
'The Company has not granted loans to the key management personnel.

Key management personnel compensation comprised:

In thousands of BGN 31.12.2013 31.12.2012
Short-term benefits 13 .
13 -

During the year the Company received cash for guarantees for good management from the members of Board
of Directors for the amount of BGN 8 thousand. As at 31 December 2013 the payables to the members of Board
of Directors on received guarantees is BGN 8 thousand.
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18) Subsequent events

On 19.03.2014 Council of Ministers of Republic of Bulgaria approved a Memorandum of understanding
between the Governement of Republic of Bulgaria and Madara Europe AD as well as forthcoming issuance of
a Certificate for investment project “Black Sea Gardens Eco Resort”. The Memorandum determines the
obligation of the investor to complete the investment project in compliance with the Bulgarian legislation as
well obligations of the State for providing of the requested by the company incentives under the Investment
Promotion Act - whch comprise individual administrative services in shorter terms and institutional support
from the interdepartmental working group.

No other subsequent events, that require adjustments or disclosures in the financial statements, have occurred
during the period from the reporting date to the date the financial statements were authorised for issue by the
Board of Directors.
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Activity report of Madara Europe AD

under article 32, paral, item 2 of Decree N 2

The present annual activity report of the company represents comments and analysis of the financial statements
and other essential information about the financial position and performance of the Company which comprises
one year period from 1* of January 2013 to 31* December 2013

The company adheres and applies in its activity the corporative practices and intemationally recognized
standards for good corporate governance, quoted in the National Code for corporate governance. In that respect,
at a meeting held on the 15.12.2009, the Board of Directors of the company (having previous name , Mayfair
Group” AD) adopted a Programme for good corporate governance.

L General information about ,Mayfair Group”AD
~Madara Europe” AD is a joint stock company having its seat and address of management: Varma 9002, 82,
Kniaz Boris I blvd., floor 2, registered in the Commercial Register of the Registry Agency with UIC 200341288,

The company has one-tier management system.

Members of the Board of Directors of the Company are;

*  Rainbow Malta (Holdings) Limited, represented by Mr. Paul Riley;
»  Scott James Perkins

The édmpany is feprescnted by the Executive Director Rainbow Malta (Holdings) Limited, a Maltese foréign :
legal entity, represented by Mr. Paul Riley;

Share capital of the company; 50 000 leva.

Number of shares: 50 000 ordinary shares, dematerialized, registered, entitled to vote, of nominal value 1 lev
each.

The company has not authorized a procurator.

The company has established a long term relations with DSK Bank EAD - Vama.

The auditor of the company's 2013 financial statements is KPMG Bulgaria OOD, a registered auditors
company.

The main activity of the company in the feparting period is related fo the organization and preparation for
launching a significant investment in residential and holiday property. The Company is at an early stage of its
development as a real estate investor.

At the date of this report, there are no established branches of the company.

S -

___ L Qualitative and quantitative information about the main types of goods, products and/ or services,

showing their part in the sales income of the company as a whole and the changes that took place in the
reported financial year.

The company has not provided any services in relation to its activity. Respectively, no income from selling
services was recorded for the period.

2. Information about the revenues allocated by separate categories of activities, domestic and external
markets as well as information about the sources for supply of materials required for the manufacture of
commodities or the provision of services with indication of the degree of dependence in relation to any
individual seller or buyer/user, where if the share of any of them exceeds 10 per cent of the expenses or
revenues from sales, information shall be provided about every person separately about such person’s
share in the sales or purchases and his relations with the company. i

The company has not provided any services in relation to its activity. Respectively, no income from selling
services was recorded for the period.




Madara Europe AD Annual Activity Report
Jor the year ended 31 December 2013

2.1 Information about the activity of the company

For the period 01.01.2013 - 31.12.2013, the company has not generated revenue from sales and has no financial
income. The Company has accumulated expenses from ordinary activities amounted to BGN 250 thousand and
financial expenses of BGN S thousand. The financial result after tax of the company for 2013 is loss amounting
to BGN 255 thousand.
As at 31.12.2013 the company has receivables for VAT refund. The company has current liabilities amounting to
BGN 109 thousand and liabilities on loan received from the majority shareholder of BGN 157 thousand.

3. Information sbout concluded material transactions and such of significant importance for the
company’s activity.
In 2013 the company has not entered in significant transactions.

4. Information about the transactions concluded between the Company and reiated parties during the
reporting period, proposals for conclusion of such transactions as well as transactions which are outside
its usual activity or substantially deviate from the market conditions, to which the Company or its
subsidiary is a party, indicating the amount of the transactions, the nature of relatedness and any
information necessary for an estimate of the influence over the Company’s financial status.

The company has concluded a contract for revolving facility with the majority shareholder and member of the
Board of Directors Rainbow Malta (Holdings) Limited, having the following parameters: limit up to €100 mil.,
interest 3m Euribor+6%, repayment deadline 28.03.2015. During the reporting period the company has utilized
BGN 153 thousand from the credit limit and accrued interest of BGN 4 thousand. The company has also

woreooes - received services of BGN ) thousand from-“Black Sea Investment Trust” EAD, a company from the same group... -

of BGN 8 thousand.

5. Information about events and indicators of unusual nature for the Company, having substantial
influence over its operation and the realized by it revenues and expenses made; assessment of their.
influence over the results during the current year.

In 2013 there were no events of unusua! nature to the company which significantly influenced its activities.

6. Information about off-balance sheet transactions....
The company made no off-balance sheet transactions in 2013,

7. Information about holdings of the Company, its main investments in the country and abroad (in
securities, financial instruments, intangible assets and real estate), as well as the investments in equity
securities outside its economic group and the sources/ways of financing.

The company has no participations in the capital of other companies.

8. Information about the concluded by the Company, by its subsidiary or parent company, in their

deadlines for repayment as well as information on the provided guarantees and assuming of liabilities.

The company has concluded a contract for revolving facility with the majority shareholder and member of the
Board of Directors Rainbow Malta (Holdings) Limited, having the following parameters: limit up to €100 mil.,
interest 3m Euribor+6%, repayment deadline 28.03.2015. During the reporting period the company has utilized
BGN 153 thousand from the credit limit.

9. Information about the concluded by the Company, by its subsidiary or the parent company, in their
capacity of lenders, loan contracts, including the provision of guarantees of any type, including to related
persons, with indication of the concrete conditions thereunder, including the deadlines for repayment and
the purpose for which they have been granted. ) ) T )

The company has not provided loans. The parent company has provided a loan to Madara Europe AD, see p.8

10. Information about using cash from a new emission of securities carried out during the reported
period.
No new securities’ emission was completed during the reported period.

o | 18 COMPANY. received guarantees for good management from the members of Board of Directors in the amount. .. ..

" capacity of borrowers, loan contracts with inidication of the terms and conditions thereof, incloding the 7
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11. Analysis of the ratio between the achieved financial results reflected in the financial statement for the
fiscal year, and previously published forecasts for these results.
The company has not published a financial forecast for 2013.

12, Analysis and assessment of the policy concerning the management of the financial resources with

. indication of the possibilities for servicing of the liabilities, eventual threats and safeguards which the

issuer has undertaken or is to undertake with a view to their removal.
The company manages successfully its financial resources and normally serves its liabilities.

13. Assessment of the possibilities for realization of the investment intentions, indicating the amount of the
available funds and stating the possible changes in the structure of the financing of this activity.

The company will realize its investment plan using own cash and borrowings, as well as through capital increase
~ undertaking public offering.

14, Eforﬁiiﬁoﬁ about changesoccnrred in the rebofting period of the core principles for management of
the Company and its economic group.
During the reported period, there were no changes in the basic principles for management of the Company.

18. Information about the changes in the management and supervisory bodies during the reporting
financial year,

By a resolution voted on the extraordinary general meeting of the shareholders held on 07.01.2013 and
subsequent entry No:20130205103306 at the Commercial register of the Agency of registration on 05.02.2013

. the members of the Board_of Directors. have, been removed and new. Board members elected: Scott Perkins,, = .
ngs) Limited, represented by Mr. Paul Riley, who will manageand

i

16. Information on the remuneration, rewards and/or the benefits for each of the members of the
management and supervision bodies for the year under review, paid by the issuer and its subsidiaries,
irrespective of whether they have been included in the issuer’s expenses or arise from profit distribution,
In 2013 the members of the Board of Directors received remuneration from the company amounting to BGN 13
thousand.

17, Information for shares of the compaiily; owned by the members of the management and control bbdies,

procurators and the senior management.

s LT R s B R 4 T B S S ¢ oy g B Do e s i -

direct participation Through related parties

Shareholder
Number of Number of
rd membe / ipati Y icipati
Board member | " shares | % Participation| "FL L) % participation

Rainbowe o Malm PROR Y SIS
{Holdings) Limited 47 498

Rainbow Maita (Holdings) Limited has exercised a direct control over the company by holding 47 498 shares,
corresponding to 94.99% of the share capital of ,,Madara Europe” AD.

Given the fact that Rainbow Malta (Holdings) Limited is related to Rainbow Group Services Limited, these two
legal entities hold 99,99% of the company’ share capital and exercised control over the company.

There are no physical persons engaged in indirect control of the company.

There are no -legal entities engaged. in direct or-indirect control on the company.

The Members of the Board of Directors have no privileges or rights in acquiring shares of the company.
During the reporting period shares of the company have not been acquired by members of Board of Directors.

The members of the Board of Directors have not concluded contracts under Art. 240b of the Commercial Law.

94.99% 49,998 99.99%
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18. Information for the participation of the members of Board of Directors as unlimited liability partners
in commercial entities, about holdings of more than 25 percent of the capital of another company, as well
as about their participation in the management bodies of other companies or cooperations as procurators,
managers or board members.

As at 31.12.2013, the following information about Paul Riley was available: o e

The legal entities, in whose management or controlling bodies he participates or whose procurator is:
*  “Black Sea Investment Trust EAD” — member of the management board, executive director;
* “Bulgarian Property Investment Trust”” EAD - member of the management board, executive director;

As at 31.12.2013, the following information about Scott Perkins is available:

1. Legal entities in which he holds directly or indirectly at least 25 percent of the votes in the General meeting or
which he controls are:

Sylo Capital LLP, UK Limited Liability Partnership
»  Madara Capital LLP, UK Limited Liability Partnership
*  Perkins Financial Ltd, UK Limited Company reg. No 7019873

2. Legal entities, in whose management or controlling body bodies he participates or whose procurator 1s
Madara Byala EAD, UIC 175182863 - board member

-Madara Capital Bulgaria EAD, UIC 175082788 ~ board member . .

Madara Borovets EAD,UIC 175227835~ board member

2
A & 2 & 8 & a #A; = s W

""Madara Bufgarian Propeny Fund Tid, UK - board member  ~~~
Vitec Global Limited Ltd, UK~ board member
Vitec Speciality Chemicals Ltd, UK~ board member
Vitec Air Systems Ltd, UK~ board member
Instavit Ltd, UK~ board member
Perkins Financial Limited, UK - board member
Sylo Capital LLP, UK - managing partner.
Madara Capital LLP, UK — managing partner

19. Information about the known to the company agreements (including those after the financial year end)

as a resuit of which changes may occur at & future period in the owned relative share of the shares or

bonds by current sharcholders and bondholder.,
There is no information for any agreements as a result of which changes nay occur in a future period in the
owned percent of shares by the current shareholders

o e, R

20, Informauon about pendmg lcgnl, admnmstranve or arbltratlon proceadmgs relating to Company s

liabilities or receivables at amount at lexst 10 percent of its equity; if the total amount of the Company’s

liabilities or receivables under all initinted proceedings exceeds 10 per cent of its equity, information shall
be submitted for each procedure separately.

The Company filed an appeal to SDC through FSC on 25.06.2013 against a penalty ordinance by which a
penalty of 2000 leva is imposed for a contended breach of art. 117, par.2 of POSA.

21. Significant research and development
The Company did not carry out research and development in 2013.

22. Significant events occurrmg between the date of the report and the date of preparation of the annual
finanecial report. - :

On 19.03.2014 Council of Ministers of Repubhc of Bulgaria approved a Memorandum of understanding
between the Governement of Republic of Bulgaria and Madara Europe AD as well as forthcoming issuance of a
Certificate for investment project “Black Sea Gardens Eco Resort”. The Memorandum determines the obligation
of the investor to complete the investment project in compliance with the Bulgarian legislation as well
obligations of the State for providing of the requested by the company incentives under the Investment
Promotion Act - whch comprise individual administrative services in shorter terms and institutional support from
the interdepartmental working group.

S
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23. Acquired and transferred own shares during the year
At the date of the report, no acquisitions of own shares were made by the company.

24. Information about the investor relations director.
Alexander Silviyanov Ivanov
e e Address of correspondence: Varna, 82 Kniaz Boris I bivd, fl.2, Tel/Fax: 052/610367. . . . _

25. Investment intentions for future development

Madara Europe AD focuses on investment in real estate, including buying and selling of real estate, investment
in land, infrastructure, residentiat and holiday property, and the acquisition of other companies in these sectors.

The Company has identified several projects and land parcels which the management considers to be suitable for
future development and to achieve the Company’s strategy of developing high-end residential resorts, primarily
on the Black Sea coast.

One of the Company’s key strategic developments, is the Black Sea Gardens Project located close to the town of
Byala on the Black Sea Coast, for which realisation the Company intends to acquire 100% of the shares of equity
of entities which already possess land in Byala as well as to purchase additional land in Byala.

The development called “Black Sea Gardens” had originally been designed for the area by intemnationally-
renowned architectural practice Foster + Partners (www.fosterandpartners.com) up to Detailed Masterplan stage.
The original design was for approximately 7,600 dwellings (1M m2), 151,000m2 of hotel space, and 35,000m2
of food & beverage / leisure, giving a Total Build Area (TBA) of 1.2M m2.

However, the Company now estimates that the project needs a redesign to reduce the TBA to approximately
208,000 sq.m with a focus on hotels, residential village operated on a hotel basis, retail, [sisure and spa facilities. =~
Any redesign will have to meet with the strict current legislation, although shareholders should be aware of the
risk factors noted below. The returns available to the Company from this project are based on these estimates.

s < in oe o e

The Company intends to sell some residential units to international investors but retain the ownership of the
hotel, residential village, retail, leisure and spa facilities to be rented out to operators. The Company also intends
to offer management services to the owners of the residential units.

Risks related to the activity of ,Madara Europe” AD

It is possible that future performance of the issuer to differ from those laid down in the forecasts under the  °
influence of risk factors mentioned. As a result, it is possible investors to partially or completely lose their
investments.

orern: - Madara Europe-AD-is-exposed to a specifie risks: They in turn affect both individually and as 2 set of fAGOrSammmesmeemsmmn - -
Some of the risks facing the Company may be limited, and their consequences can be mitigated, while others are
e beyond thecontrol and the ability of the Company for their regulation. -~ e o e

Comprehensive Plan the Company's risk management focuses on no proposal from financial markets and seeks
to minimize the potential negative impact on the financial position of the Company

Market Risk.

Certain plots within the Development Land fall under the Natura 2000 environmental legislation and are
therefore protected territories. Although Natura 2000 does not mean absolute restriction on real estate
developments, any redesign of the Project will have to meet the standards of Natura 2000 which could
potentially significantly reduce the returns available to the Company. Therefore there is a risk of the Project
being significantly reduced in size or maybe not being granted planning permission at all.

However, the management and advisors of the Company have significant experience in both the design and
planning permission process. Management intends to reduce the size of the Project and to employ highly
experienced international and domestic architects to ensure that the Black Sea Gardens project adheres to all
planning permission requirements.

Price Risk. Manifestation of this risk is associated with the potential for reduction of prices of properties offered
by the company.
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Competition. It is considered that the market competition is relatively weak in the luxury properties segment on
the Black Sea coast, in which the Company stands and the sector is still growing phase. As well as it is
considered that the Black Sea Gardens development has no direct competition on the property market at the
moment because it envisages the use of environmental friendly materials and overall construction of a carbon
free development,

Regulatory Risk. The extent to which the issuer is exposed to this type df ‘risk is measuréd with the possibility

of changes in the regulatory framework governing the activities of the issuer and its subsidiaries, which changes
lead to restrictions or to introduce additional requirements for the activity.

Date: 20.03.2014 / /
s

, Paul Riley. :
( Executive Director of , Madara Europe” AD)
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INDEPENDENT AUDITORS’ REPORT

To the shareholders of
Madara Europe AD

Report on the Financial Statements

‘We have audited the accompanying financial statements of Madara Europe AD (“the
Company”), as set out on pages 1 to 23, which comprise the statement of financial position as at
31 December 2013, statements of profit or loss and other comprehensive income, changes in
equity and cash flows for the year then ended, and notes, comprising a summary of significant
accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards as adopted by the
European Union, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting principles used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

KPMG Bulgaria OOD, » Buigarian firmitsd fisbifity company Registerad with the
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Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the
Company as at 31 December 2013, and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards as adopted by
the European Union.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 2.b) to the financial statements,
where the capital requirements to the Company in accordance with the Commercial Act and the
undertaken measures for compliance have been disclosed. As at 31 December 2013 the total
equity (equal to net assets of the Company) is lower than the registered share capital by BGN
296 thousand and it is a negative amount of BGN 246 thousand. The shareholders of the
Company are in process of approval of a development plan, which aims to ensure compliance
with article 252 (1) p.5 of the Commercial Act.

Report on Other Legal and Regulatory Requirements

Annual report of the activities of the Company prepared in accordance with the requirements of
article 33 of the Accountancy Act

As required under the Accountancy Act, we report that the historical financial information
disclosed in the annual report of the activities of the Company, prepared by Management as
required under article 33 of the Accountancy Act, is consistent, in all material aspects, with the
financial information disclosed in the audited financial statements of the Company as of and for
the year ended 31 December 2013. Management is responsible for the preparation of the annual
report of the activities of the Company which was approved by the Board of Directors of the
Company on 20 March 2014.

Maria Penevy

Manager / R egis@ T
KPMG Bulgaria O < \> ‘
Sofia, 28 March 2014 : Y
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