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Income and expenditure account for the year ended 31 December 1999

In BGN Note 31 December 1999 31 December 1998

Revenue from grants, contributions and projects 2 218,236 728,168
Expenses on grants, contributions and projects 3 (197,183) (696,362)
General and administrative expenses (2,298) (6,197)

Gross excess of revenue over expenditure 18,755 25,609

Foreign exchange gains/(loss) – net 4 (32,362) 53,238
Interest income 1,393 730
Other financial expenses (6,468) (12,144)
Other income 5 66,500 136
Write down of investments - (571)
Provisions (3,913) -

Net excess of revenue over expenditure 43,905 66,998

Loss on net monetary position - (3,954)

Excess of revenue over expenditure for the year 43,905 63,044

Accumulated excess of revenue over expenditure brought forward 286,107 223,063

Unrestricted fund balances at 31 December 1999 330,012 286,107

The accompanying notes on pages 5 to 13 form an integral part of these financial statements.

Balance sheet as at 31 December 1999

In BGN Note 31 December 1999 31 December 1998

Property, plant and equipment 6 345,668 413,979
Intangible fixed assets 7 3,741 4,671
Investments 8 35,780 35,780

Non-current assets 385,189 454,430

Inventories 44 23
Receivables 9 167,824 218,002
Cash and cash equivalents 10 108,302 40,187
Deferred expenses 11 332,271 10,785

Current Assets 608,441 268,997

Total Assets 993,630 723,427

Liabilities

Payables 12 147,455 209,078
Deferred revenue 13 516,163 228,242

Total Liabilities 663,618 437,320

Unrestricted fund balance 14 330,012 286,107

The fund’s financial statements are to be read in conjunction with the notes to them and form an integral part of these state-
ments set out on pages 5 to 13.

Inko Razpopov
Executive Director
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Cash flow statement for the year ended 31 December 1999

In BGN 31 December 1999

OPERATING ACTIVITIES Note

Gross excess of revenue over expenditure 43,905
Adjustments for:
Depreciation 58,162
Foreign exchange loss from revaluation 9,105
Increase/ (decrease) of provisions 3,913

Cash flow from operating activities before changes in working capital 115,085

(Increase)/ decrease in assets from operating activities (275,538)
Increase/ (decrease) liabilities from operating activities 264,854

Cash flows from operating activities 104,401

INVESTING ACTIVITIES

Purchase of tangible fixed assets (36,286)

Net cash used in investing activities (36,286)

Net  increase in cash and cash equivalents 68,115
Cash and cash equivalents at beginning of year 10 40,187

Cash and cash equivalents at end of year 10 108,302

A comparative cashflow statement for the year ended 31 December 1998 is not presented due to the fact that the financial 
statements for the period ended 31 December 1997 have not been audited by KPMG Bulgaria.

I. Significant accounting policies

(a) Activity background

The Applied Research and Communications Fund (ARC Fund) is a private non-profit organization founded in 1991
in Sofia.  Its mission is to facilitate the institutional reform and liberalization of telecommunications in Bulgaria; to
facilitate the development of the information society in South Eastern Europe; to create decentralized cross-border
networks of NGOs by utilizing modern information and communication technologies.

(b) Basis of preparation

These financial statements have been drawn up in conformity with International Accounting Standards.

The financial statements are presented in BGL, after taking the following into consideration that during the last sever-
al years the fund has operated in a hyper-inflationary environment.  The officially published inflation indices are for
1996, 1997, 1998 and 1999 are 410.8%, 678.6%, 101% and 106,4% respectively.  Hyperinflation adjustments have
been made in order to show the effect of inflation on the purchasing power of the equity interest as at 31 December
1998.  Due to the insignificant inflation growth in the financial year 1999, the income and expenditure account for
that year and the statements of net assets as at 31 December 1999 have not been adjusted according the official infla-
tion index.

(c) Foreign currencies

Monetary assets in foreign currencies have been revalued on a monthly basis. As a result foreign exchange differ-
ences have arisen.  Deferred revenue and other liabilities denominated in foreign currencies are carried at their histor-
ical values.   The BNB official exchange rates of the USD as at 31 December 1999 and the average for 1999 are 1.95
BGN/USD and 1.84 BGN/USD respectively.

(d) Property, plant and equipment

Tangible and intangible fixed assets were inflated for the year ended 31 December 1998 in accordance with
International Accounting Standard 29, Financial reporting in hyperinflationary economies.  The monthly inflation
indices as officially published by the National Institute of Statistics have been used.  Since these are computed using
the month of December of the previous year as a basis, chain indices from the month of purchase to the end of the
year under review, have been used to measure the cumulative effect of inflation.
The tangible and the intangible fixed assets for the year ended 31 December 1999 have not been inflated.  Their
inflated values as at 31 December 1998 have been depreciated using the straight line method.  The inflation rate for
the twelve months ended 31 December 1999 of 6.2 % is considered insignificant, and no restatement of the financial
statements as of and for the year ended 31 December 1999 have been made. 
The rates of depreciation used are as follows:

Buildings 4%
Machines and equipment 20%,25%
Fixtures and fittings 20%
Vehicles 20%
Intangible assets 20%

A-5A-4
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(e) Investments

Investments classified as long-term assets which are not considered to be material as compared to the overall balance
sheet value of the ARC Fund are carried at cost, less any amounts written off to recognise a decline in the value of
the investment.  As the subsidiaries perform economic activity the investments in them are not included in the par-
ent’s separate financial statements because if included the statements will not give a true and fair presentation of the
activity of the ARC Fund.  Due to the above mentioned reason the investments have not been consolidated.

(f) Revenue recognition and expense reporting

The income of the ARC Fund consists of funds extended by international financing bodies for the completion of
accepted projects.  The amounts are carried in the balance sheet as deferred revenue at their historic values.  Every
project is commenced with a signing of a contract where the financing body determines the budget, payment install-
ments and the rates at which expenses incurred in BGN are to be translated into the respective foreign currency. The
respective amount of BGN expenses are translated at the specified rate and an expense report in foreign currency is
produced.  It is used to report on the progress of the project before the financing organization.  These reports are pre-
pared at a frequency determined by the contract for the project assignment.
Revenue is recognised in the income and expenditure account on the basis of completed stage as reported by the
Fund to the commissioning bodies.  Revenue is recognised as income for the period to match the related costs, on a
systematic basis.  Project contracts are denominated in foreign currency, while the related expenses are incurred in
BGN.  Expenses as revalued in foreign currency correspond to the revenues in the same foreign currency.

(g) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and balances with banks.

(h) Taxation

ARC Fund is a non profit organization  Therefore it has no tax liabilities.

Deferred tax has not been incurred in the financial statements due to the fact that this tax could not be levied on
grants.

2. REVENUE FROM GRANTS, CONTRIBUTIONS AND PROJECTS

In BGN 31 December 1999 31 December 1998

IRC Project 91,656 265,808
Phare Partnership Project - 225,462
Phare Democracy Project - 108,021
Income from financing for NCA 47,365 30,392
Other projects 79,215 98,485

218,236 728,168

3. EXPENSES ON GRANTS, CONTRIBUTIONS AND PROJECTS

In BGN 31 December 1999 31 December 1998

Salaries and benefits 51,569 336,716
Hired services 24,756 184,400
Depreciation 105,527 87,319
Supplies and consumable 1,916 26,281
Other expenses 13,415 61,646

197,183 696,362

4 FOREIGN EXCHANGE LOSS

In BGN 31 December 1999 31 December 1998

Exchange rate gains from operations 6,052 72,278
Exchange rate losses from operations (38,414) (19,040)

(32,362) 53,238

Differences on exchange rates have arisen in the cases when debtors, cash and creditors denominated in foreign currencies 
have been revalued on a monthly basis.
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5. OTHER INCOME

In  BGN 31 December 1999 31 December 1998

Income from limited property right of use 66,300 -
Other 200 136

66,500 136

Registered rights of using real estates of legal persons against payment  have been recorded as other income.

6. PROPERTY, PLANT AND EQUIPMENT

In BGN Buildings Plant & Vehicles Fixtures & Total
equipment fittings

Cost or valuation

At 1 January 1999 158,117 407,150 8,280 886 574,433
Additions - 36,286 - - 36,286
Disposals - - (431) - (431)

At 31 December 1999 158,117 443,436 7,849 886 610,288

Accumulated depreciation

At 1 January 1999 1,410 154,885 3,919 240 160,454
Disposals (431) (431)
Charge for year 3,491 99,279 1,606 221 104,597

At 31 December 1999 4,901 254,164 5,094 461 264,620

Net book value as at  31 December 1999 153,216 189,272 2,755 425 345,668

Net book value as at 31 December 1998 156,707 252,265 4,361 646 413,979

7. INTANGIBLE FIXED ASSETS

In BGN Software Patents and licenses Total

Cost or valuation

At 1 January 1999 4,952 825 5,777

Additions

At 31 December 1999 4,952 825 5,777

Accumulated depreciation

At 1 January 1999 584 522 1,106

Charge for year 897 33 930

At 31 December 1999 1,481 555 2,036

Net book value as at  31 December 1999 3,471 270 3,741

Net book value as at 31 December 1998 4,368 303 4,671

8. INVESTMENTS

In BGN 31 December 1999 31 December 1998

Agency Atlantic EOOD 5,000 5,000
Radio Atlantic Varna EOOD 20,780 20,780
Atlantic Plovdiv EOOD 5,000 5,000
Atlantic Pleven EOOD 5,000 5,000

35,780 35,780

ARC Fund is a not-profit organization which has invested in four radio stations in prior accounting periods.  During the 
financial 1999 the subsidiaries that perform business activities in line with the overall goals and the mission of ARC Fund 
have received no further financial support. Thus if the separate financial statements of the subsidiaries are included in the 
parent’s financial statements, the latter will not give a true and fair presentation of the activities of ARC Fund.
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9. RECEIVABLES

In BGN 31 December 1999 31 December 1998

Completed Projects 93,614 204,008
IRC Project 91,656 155,680
Phare Partnership Project - 46,701
Other projects 1,958 1,627

Other receivables 78,123 13,994
Provisions (3,913) -

167,824 218,002

Since revenue and expenses on projects are matched on a yearly basis to conform with the accruals principle, receivables 
consisting of expenses incurred on fully completed projects, arise.

10. CASH AND CASH EQUIVALENTS

In BGN 31 December 1999 31 December 1998

In local currency 44,824 1,788
In foreign currency 61,585 32,445
At bank 106,409 34,233

In local currency 592 3,392
In foreign currency 1,301 2,562
In hand 1,893 5,954

108,302 40,187

11. DEFERRED EXPENSES

In BGN 31 December 1999 31 December 1998

Phare Democracy Project 222,868 1,825
IRC Project 54,656 -
Other projects 54,747 8,960

332,271 10,785

Since revenue and expenses on projects are matched on a yearly basis to conform with the accruals principle, deferred 
expenses consisting of expenses incurred on projects that have not been completed arise.

12. PAYABLES

In BGN 31 December 1999 31 December 1998

Payables to the budget 1,983 9,144
Salaries and social security payables 9,927 18,309
Short term loan from CSD 75,612 134,008
Payables to subcontractors on projects 18,330 -
Payables on deliveries of non-current assets 22,281 -
Other payables 19,322 47,617

147,455 209,078

13. DEFERRED REVENUE

In BGN 31 December 1999 31 December 1998

Phare Democracy Project 174,546 26,925
Coalition 2000 Project 67,173 -
OSF 60,096 -
IMF 26,514 22,813
OSF (ICC) 24,332 21,337
Center for Economic Development 17,415 -
For project activities 370,076 71,075

For non-current assets 146,087 157,167

516,163 228,242
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16. EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

There have been no material changes or transactions subsequent to the balance sheet date that require adjustment or 
disclosure in the financial statements prepared for the period ended 31 December 1999.

17. CONTINGENCIES

There are no contingencies to report on.

18.  RECONCILIATION OF IAS RESULT

In BGN 31 December 1999

Description

NAS result 109,518
Write off of revaluation from 1997 7,785
Write off of statutory depreciation charge 52,198
Unrecognized income from limited property right of use 51,018
Depreciation charge on inflated assets (105,527)
Deferral of income (67,174)
Bad debt provisions (3,913)

IAS result 43,905

14. UNRESTRICTED FUND BALANCE

In BGN 31 December 1999 31 December 1998

Balance at 1 January 1999 286,107 220,854
Revaluation for the period - 2,209
Excess of revenue over expenditure for the year 43,905 63,044

Balance at 31 December 1999 330,012 286,107

15.  RELATED PARTIES

Related party Nature of the related Transaction during Outstanding balance
receivables party relationship the year 31December 1999

Agency Atlantic EOOD 100% of the capital Limited property right
owned by ARC fund of use BGN 45,900 of use BGN 45,900

Payment related to
property right of use
BGN 9,180 BGN 37,570

Radio Galatea 10% of the capital none
owned by ARC fund BGN 76

Radio Atlantic Varna 100% of the capital none
EOOD owned by ARC fund BGN 512

Center for the Study of CSD and ARC Fund are Short term financial aid
Democracy both represented by the amounting to BGN 270

Chairman of the Board
of Trustees BGN 270

Related party
payables

Agency Atlantic EOOD 100% of the capital
owned by ARC fund USD 1,208

Center for the Study of CSD and ARC Fund are Loan repayment of
Democracy both represented by the USD 41,162;

Chairman of the Board Financing USD 56,850;
of Trustees Short term financial aid

amounting to BGN
7,911;
Short term financial aid
amounting to SD 738 USD 38,838
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Auditors’ report to the Board of Trustees of ARC Fund

Scope

We have audited the accompanying balance sheet the related statements of income and expenditure account and cash
flows for the year then ended of ARC Fund as of 31 December 1999.

Respective responsibilities of directors and auditors

The organization’s management is responsible for the preparation of the financial statements. It is our responsibility to
form an independent opinion, based on our audit, on those statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing  Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material mis-
statement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made
by the directors, as well as evaluating the overall financial statement presentation.  We believe that our audit provides
a reasonable basis for our opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of Applied Research and
Communications Fund as at 31 December 1999, and the excess of income over expenditure in accordance with
International Accounting Standards.

18 February 2000

13 Slavyanska Str.
1000 Sofia
Bulgaria
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