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MANAGEMENT’S STATEMENT OF FINANCIAL RESPONSIBILITY

The Management of the America for Bulgaria Foundation (the "Foundation" or “ABF”) has
responsibility for the preparation, integrity, and reliability of the financial statements and
related financial information contained in this Annual Report. The financial statements were
prepared in accordance with generally accepted accounting principles and include necessary
judgments and estimates by Management.

Management has established and is responsible for maintaining an internal control
environment designed to provide reasonable assurance as to the integrity and reliability of the
financial statements, the protection of assets, and the prevention and detection of fraudulent
financial reporting.

The Board of Directors, primarily through the Audit Committee, oversees the adequacy of the
Foundation’s control environment. The Committee, whose members are neither officers nor
employees of the Foundation, meets regularly with Management and the Foundation’s
independent auditors, who are selected by the Audit Committee.

The Foundation’s financial statements have been audited by Deloitte Audit Ltd. which
confirms that its audits were conducted in accordance with generally accepted auditing
standards and include such audit procedures as it considers necessary to express the opinion in
its report that follows. Deloitte Audit Ltd. has full and free access to the Audit Committee to
discuss its audit work, the Foundation’s internal controls, and financial reporting matters.

Management recognizes that there are inherent limitations in the effectiveness of any internal
control environment. Management believes, however, that as of December 31, 2008, the
Foundation’s internal control environment has provided reasonable assurance as to the
integrity and reliability of the financial statements and related financial information.
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
America for Bulgaria Foundation

We have audited the accompanying annual statement of financial position of the America for Bulgaria
Foundation (the "Foundation") as of December 31, 2008 and the related annual statement of activities
and changes in net assets and its cash flows for the year then ended, prepared in accordance with
generally accepted accounting principles in the United States of America. These financial statements
are the responsibility of the Foundation’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

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

In our opinion, the annual financial statements referred to above present fairly, in all material respects,
the financial position of the Foundation as of December 31, 2008, and the annual results of its
activities, and changes in its net assets and its cash flows for the year then ended in conformity with
generally accepted accounting principles in the United States of America.

Emphasis of matter
Without qualifying our opinion, we draw attention to the following:

As disclosed in note 10.b to the accompanying financial statements, the Foundation is exposed to
market price risks related to its investments. This risk has increased recently as a result of the global
financial crisis that affected Bulgaria at the end of 2008 and the beginning of 2009. The crisis has a
material effect on the global and the Bulgarian financial markets, respectively on the prices of
investments and causes material uncertainty regarding the accounting estimates related to the valuation
of investments. The valuation of investments in the current market conditions, and the risks of
continued market deterioration and narrow liquidity may produce results that differ significantly from
the values that would have been used had an active market for investments existed, and these
differences could be material.
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Deleitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein. and its network of member firms, each of which is a legally separate and independent entity. Please see
www.deloitta.com/about for a detailed description of the legal structure of Deleitte Touche Tohmatsu and its Member Firms. Please see www.deloitie.cons/bg/about for a detailed
description of the legal structure of Celoitte Bulgaria.

Deaglm ce cmHach keM egHo uau noBeue gpykecmBa - uaeHoBe ra Oeaclim Tym Tomauy cgpybkeuue peeucmpupano B Weeluapun. kakmo u ko mpedkama om gpyskecmBa - vaencBe,
8esko om koume ¢ lopuguuecku MeAHO U t 0 AUUE. 32 g dopmauun cmpykmypa Ha Jeaolm Tyw Tomauy u gpykecmBama -
uneHoBe, MoAn nocememe www.deloitte.com/about. 3a g 7] s 8 cmpykmvpa Ha [leaalm Bbazapus. Moaa nocememe www.deloitte. com/bg/about.

Member of Deloitte Touche Tohmatsu




AMERICA FOR BULGARIA FOUNDATION
- Statement of Financial Position as of December 31, 2008

A thousineds

Agsets.

Cash and cash equivalents (Note 5) $ 50,911

Investments; at fair value ‘
Term deposits (Note 5) 35,245
Equity investments (Note 5) 4,247
Total investments 39492

Prepaid expenses.and othier assets ) S
Prepaid expenses 22,
Advarices to suppliers (Note:6) ' 73
Agcrued interest , 506

Total Assets ” . 91,‘304 ..

Liabilities aind Net Asséts

Liabilities - _
Accounts payable (Note 9) ) 154
Total liabilities 7

Net assets -- unrestricted 90,987

Total lidbilities. and -unrestricted netassets — . ,'.. 91,004

See accompanying notes to financial statements.




AMERICA FOR BULGARIA FOUNDATION
Statement of Activities for the Year Ended December 31,2008

i thousunds

Change in net assets:
Revenues and gains:

Contributions received (Note 4) $ 109,911

Investment incotne
Interest income ‘ 572
Netunrealizedloss on investments {Note 5) (20,346)
Exchange rate gain 1,043

Tnvestment income; net : - (18,731)

Total income , _91,180

Expenses
Grants 179).
Program and administrative expenses (Note 8) (14)

Total Expenses — . (193)

‘Changes in nel assets 90,987

Uniesticted:net asséfs, beginning.of the year : \ -

Unrestricted net assets, end of the year 90,987 '

See accompanying notés to financial statements.




AMERICA FOR BULGARIA FOUNDATION
Statement of Cash Flows for the Year Ended December 31, 2008

Erthousands
Casti flows fronroperating activities

Increasé in untestricted net asséts

Adjustments to:reconcile-increasesin netassets o net cash used in operating defivities:

Net unrgdlized Joss on investments;
Exchang rate gain gninvestments
Tnerease in prepaid.expenses
nicréase in futerestreceivable
Tngredse in curtent liabilitfes
Oither

Net cash provided by-operating activities
Cash flows fiof investing activities!
‘Cost of investments purchased, BACB Shares
‘BAEB Deposits )
Cost of fixed dssets not in use.at December 31, 2008
Net cash-used jifnivesting activities
Net iricrease ineash and cashequivalents
Cashiand cash equivalents, beginning of year

Cash anid-cash-equivaleiits, end of year

See-accompanying notes to financial statements.

90,087

20346
{1,043}
{22}
(506)
17
3

100,782

50,911

50,911




AMERICA FOR BULGARIA FOUNDATION

Notes tothe Financial Statements
Yedi Exded Decemnber 31, 2008

(1) Natitre of Operations

The America for Bulgaria Foundation (the “Foundation”) is a U.S. not-for-profit incorporated.on
December’ 18, 2006 pursiiant to an agreement between the Bulgarian-American Enterprise Fund
(the “Fund”)-and the United States of America acting through the U.S. Agency for Internaticnal
'Devalqpment (‘iUSAID*’) The Foundation was created 'to -advance the purposes of Section:
201{a) of the Support for East European Demotraey Act of 1989 (“SEED Act”) and to build

upori the: programs established by the Fund by prometing private séctor development through,
among other things, entreprenenrship, education, leadership: development, support for noh
governmental organizations and key competitive business sectors, and ptivate sectdt’ philanthropy
and volunteetism in Bulgaria: The Foundation has received the first transfer from the Fund on
Aﬁgﬂﬁt;ﬁ&;fﬁﬂ@&

I-Ilstamcal .S.ltes? (»u)- At -,,and‘_ Cult,ure., ‘(111) Ec_onomwally Disadvaritaged (LV‘) C,le Somety and
Deimacratic. Institutions; (v) Educaiion/Libraries; and (vi) Agricultural Productivity. The
Fouridation works with vations non-governmental organizations in Bulgaria and the US. in
conducting its activities.and executing the objestives.of eachindividual grant.

Through its registration at the Mlmstry of Justice of quLgarﬁi‘a,_ the Foundation. has opened a
Branch in Bulgaria whose purpose s ‘to repréesent the Foundation in Bulgaria and to engage it
detivitiesto p:cnmoie?theﬂfloandatibnb

f nan.csai ,pos;non and _ag:_tlw__.tECS _mto, cert_am -i,llasse,s of et .gs‘sets, Puy:_suant o ihe __Grant
Agreement (defined in Note 4), at. December 31, 2008, the entirs balanée of nét assets was
cla?ss')fﬁeii as ur‘irés&ic‘ted Uhfeés,tiﬁthed net assets dre those net assets that are not:restricted by

»(3; ;Summaﬁy-o'f Signiﬁcant- Accounting Policies

& Basis of Accounting

‘The accompanying, financial statements have'been prepared on the accrual basis:of accouriting,.

sguer it e e e e o e o SOSp— B o s g i




AMERICA FOR BULGARIA FOUNDATION

Notes to’ the Financial Statements
Year Ended December 31,2008

B Investmients

Investments: in equity secutities with readily déterminable fair values and all debt securities aré
stated -at fair value. Fair value is determined based on quoted market prices. Unrealized gains or
losses i investmients resulting from miarket fluctuations are recorded in the statement of
activities in the period that such. fluctuations occur: Realized and. unrealizéd gaing oF 168565 on
investments are determined by comparison of specific costs of acquisition to proceeds at the time:
of disposal, or matket values at the Jast day of the fiscal'year, respectively, and include thie'effects.
of eurteney translation with respect to fransactions and heldings of foreign securities..

Investment sales and purchases ave recorded on a trade-date basis, which igsults in both
investment receivables: aud payables on unsettled investment trades. Dividend income is.

basis.
¢ Grants Expenditures

' Grant éxpenditures ate recognized: in the period the grant agreement is signed by the Foundation
and the grantee; provided the giant is iiot suibject to future contingencies: Conditionsl grants are
recognized as grant expense and as-a- grant payable in the:period :in° which the grantee:meets the:

. terms of the cofiditions. Grants payable that are expected to be paid in future years are recorded

at the present-value of expected future payments. 4

d. Cash and Cash Equivalents
Cash and cash equivalénts- consist of eash, money market fands, and highly liquid investments
with-original maturities.of three mionths oi Jéss at the date of dcquisition.

& Use of Eslimates

The preparation of financial statements in conformity witli U.S. generally accepted accounting
principles requires management {o- make. esiimates and assumptions: that affect the reported

amounts, of assets dnd liabilities and disclosure-of contingent assets and fabilities-at the date of

the:fimancial statements and the reported dmourits of révenues and expenses dufing the repotting
petiod. Actual results.could differ from those estimates.

£ Transiation:of Foreign Carrency
The Foundation's functiohal eirrency is the U.S. dellar. Reveénugs and expenses transacted in

-other. currencies are translated into U.8, dollars ‘at historical rates. Investments and -cash
equivaletits were denominated in U.S. dellars'at the:year-end exchange rate.




AMERICA FOR BULGARIA FOUNDATION

Notésto the Fihaneial Statements
Year Ended December 31, 2008

g GranrRevenue Recognition

Contributions received arerecognized:as revenues:in the period:received and as assets, decreasss
of liabilities, or expenses depending en the form of the benefits received. Contributions received
are measured at their fair values.

Unconditional promised to’ give die recbgnized as revenug in the p&riod when the proimise was.
madesand.received.

Conditional promises to give; which depend on the occutrence of a specified future and uncertain
event fo bind the promisor, are recognized when the conditions on ‘which they depend are
substantially met, that is, when the:conditional premise becomes unconditjonal.

h. Recent Accounting Pronouncements

In September 2006, the FASB issued ‘Statement of Finaticial Accountmg Standard Ne. 157, Fair
Valie Measurements (SFAS No. 157) SEAS No. 157 redefines fair valug; estabhshes a
framework for measuring fair value in generally accepted acesunting principles; -and expands
disclasures about. fai value measurements, SFAS No. 157 is-effective for fiscal yeats bc’g‘-'inmrjig?_
after November 15,2007, Thie Foundation has adopted SFAS No; 157 for 2008. See the xmpact of
SFAS No, 157 in Note 5,

FSP FAS.117-1 "Endowinenits of Not-for-Profit Organizations: Net.Asset Classification of Funds
SLibieDt’fQ an . Ena‘cf‘ed Versi'on Df the Uni’fc"rm Prudent Managemei}f (’)f Inst’imtio’ﬁai Funi‘s" Act,

ﬁscal years endmg ,aﬁer De.cember J.S,\ 2008. Early agpllcatlon is p_\ _it,te,d.. p;ro‘.aded» .tﬁat armu,al
financial statements forthat fiseal year-have not been previously fssued. The gujdance is intended.
to. inipfove the quality and consistency of filiancial reportmg of endowments held by not=for-
profit organizations. The adoption had no itpact on the financial statementsfor2008,

(4) Bulgarian-Anierican Enferprise Fund Geant

Pursiant to. an agreement signed in 2007 betweeni the Fund and the USAID; the Fund has
returned $27:5 million of the: Fund’s liquidation proceeds to the US. Treasuty and heg
contributed $110: million to the Foundation through December 31, 2008. Subsequent o
Deceinber 31, 2008, the Fuird sontributed $204 million to the Foundation; bringing the total
amount contributed to $313 million. '




AMERICA FOR BULGARIA FOUNDATION

Nates:to the Financial Statements
Year Ended Decerber 34, 2008

According to the-terms of the grant agreement between the Fund and thé Foundation (the “Grant
Agreement™), the Foundation shall be operated as a perpetual endowment and the Foundation
Beard. shall invest in financial instruments and securities in a manner consistent with its fidnciary:

duties and with-the Foundation’s financial needs-to-carry out its planned progran of activities.

According to the termis of the Grant Agtéement, the Fund has the fight to terminate the
agreement; suspend payment or transfer-of all or-any-portion.of the Fund proceeds and to requive
repaymient ot ttansfer of all or any poition of the Endowment Amioynt paid or transférred to the
Foundation together-with dny interest theteon. if thie Foundation fails to comply with the'térms
and conditions. of the Grant Agreement, beeomes insolvent, changes its structure or if foreign

policy grounds exist, as-deseribed in Section 801 of the SEED Act,

(5) Cash and-CGash Equivalents and Investments

a. Cash and Cash Equivalents

As.of December-31, 2008, the Foundation’s cash -and cash equivalerits consisted of §51 million,

- comptised mainly of money market accounts that-were deposited in varfous financial institutions

in the Uhited States and Europe.
" b Investnients
Investments held dat December 31, 2008, were as follows:

in thousands

Eair Cost % Fair
_ Value ___Value
Teti deposits $ 35245 8§ 34205 89.25
Equity investments 4047 24593 1075
39,492 58,788 100-00

Investments and cash equivalenits, held in different currencies are reported at the year-end
exchange rate. As a fesult, a translation adjustiment of approxinately $1 million incréased
investments and cash equivalents-at December 31, 2008, recorded in net:realized and witéalized
loss on investments in the statement of activities.




AMERICA FOR BULGARIA FOUNDATION

I}I"ojtesi_tla ‘the Rinancial Statements
Year Ended Deceniber 31, 2008

The base of measurement of term deposits and equity investmeénts is quoted prices in dctive
market (Level 1).

{6). Advances:to suppliers

As of Deceniber 31, 2008, advances to.suppliers represent advances for leasehdld improvements
-at:thecamount of $73 thousands.

{7) Tax Status

a; United States

The Founidation is exempt froih U.S. Federal income taxes under Section 501(c)(3) of the: Code
and-has: been clagsified as an organization that-is-not a private foundation as defined in Section
509(a)(1) of the Code. In addition, the Foundation is exempt from payments of state and local
income taxes. ‘
b. Bulgarin

the Government of the Repiiblie of Bulgaria regatding coopetation to facilitate the provision of
assistance, the Foundation is exempt from taxaiion on income received in -connectiv with
implementation of the U.8. assistance prograins.

(8) Prograny and adminjsteativeexpenses
Program and administrative-expenses af December 31,2008 were as follows:
inthousands

Rent $ 7
Professional Fees _ R

S AP e e e e
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AMERICA FOR BULGARIA FOUNDATION

Notes to the Financial Statements
Year Ended December 31, 2008
(9) Related Party Transactions

Parties aré considered to be related if one party has the ability (o coitrol the: other patty of
gxercise: SIgmﬁcant infliuence over the other party in’ making financial or operational degisions.
The Foundation considers as a related party the! ‘Bulgarian-American Enterprise Fund

At August 15, 2008 the Foundation agreed to purchase from the. Fund 491,003 shares whicly
represent 3.9 % of'the share capxtal of BACB 4t BGN 67 1$50/ per share. The tranisaetion with the
Fund closed on September01, 2008.
Related party payables at December.31, 2008 were as follows:
in thousands
Bulgarian American Enterprise Pund 8517

(10) Market risk

@. Currency Risk

The Foundation is exposed fo the effect of fluctudtions in ‘the prevallmg fmelgn curmncy
exchange rates on its financial. position and cash flows.,

The investments held by the Foundation denominated in foreign ‘eurrenicy at December 31,2008
are piesented below:

i thonsands

Currency
Term deposits EUR $ 35,245
Equity investinents BGN 4,247

b. PriceRisk

The Foundation is exposed to market price risks reldted to its investments. This risk Hag
increased recently 4 -4 result of the: rrlobal finanicial crisis thiat affected Bulgatia at the snd of
2008 and the beginning of 2009, The-crisis has a matetial effect on the global and the Bulgarian
financiat markets, respeetavely on the valuation of investmeri(s and. causés material uncertainty
regarding the accounting estimates. The valuation of investments in the current market
conditions, ‘and the, risks of continued significant market deterioration and narrow liquidity may
produce resulis-that differ significantly from the values that would have been. used had an active
market for the investments existed, dnd these differénces cotld be material.




