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SECURITIES OFFERED, NOR DOES IT ASSUME RESPONSIBILITY FOR THE ACCURACY OF THE
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the investor T unless he has been unfair - can demand invalidation of the purchase within three months of substantiation
of the respective circumstance, but no later than one year after the sale of the shares. The members of the management
board of the issuer, its prosecutor, as well as the management company that signed the Prospectus, are jointly liable for
any damages caused by false, misleading and incomplete information in the Prospectus; the person under art. 34 lines 1
and 2 of the Accounting Law is jointly liable for damages caused by false, misleading and incomplete information in the
financial statements of the issuer, and the registered auditor T for damages caused by the financial statements audited by
it.
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Investors can obtain the Prospectus, as well as further information, every business day from 10 am to 5 pm (Bulgarian
time) at the head office of Karoll Capital Management, 57 Hristo Botev Blvd., Sofia, Bulgaria; tel. (+359 2) 4008 300 ;
contact persons T Kristina Doncheva, Investor Relations Director.
This information may also be obtained in all other offices of Karoll Capital Management through the country:

Sofia, kv. Lozenetz, 1 Zlatovrah St, .tel (+3592) 4008204, contact person- Ralitsa Dudeva

Plovdiv, 2 Dr. Valkovich St., et.1, tel.: (+359 32) 633113, contact person T Petar Atanasov

Varna, 20 Preslav St., tel.: (+359 52) 617919, contact person T Diana Petkova

Burgas, 29A Ferdinandova St, et.1, tel.: (+359 56) 845839, contact person T Iliana Nikolova

Vratza, 22 Ivanka Boteva St., et.3, office 1, tel.: (+359 92) 60134, contact person T Vania Krasteva

Stara Zagora, 113 Hristo Botev St., vh. ¢, et. 1, Opt. 3, tel.: (+359 42) 623656, contact person T Emil Nikolov
Russe, 4 Ferdinand St., tel.: (+359 82) 828717, contact person T Doichin Boyadjiev

For contact with ADVANCE INVEST Mutual Fund: 57 Hristo Botev Blvd., Sofia, Bulgaria; tel. (+359 2) 4008242, contact
person - Dimo Dimov, Executive Director. The Prospectus is also accessible on the Internet at www.Advancelnvest.bg. The
Prospectus, financial statements, and additional information can also be obtained by Erste Bank AG in their capacity of information
and paying agent for Austria at Habsburgergasse 2, Mezzanin, 1010 Vienna, Austria; tel: +43 50100 84240, fax: +43 50100 984240,
J-mail: fonds.service@erstebank.at

ADVANCE INVEST Mutual Fund informs all potential investors that investing in the shares offered is related with specific
risks, which are described in detail on page 11-12 of this Prospectus.



1. ADVANCE INVEST MUTUAL FUND INFORMATION

Designation: ,' $'93$1&( ,19(67 $'

Headquarters: +ULVWR % RWHYDAKOIGBQH 5HILRQ 6RILD &RXQW\ 6RILD % XC
Tel / Fax:

Registered Branches: $'9%$1&( ,19(6GRHV QRW KDYH UHJLVWHUHG EUDQFKHYV
E-mail: SGYDQFH , QYHBIW#NDUROO

Web: ZZZ $GYDQFH,QYHVW EJ

Type of fund: 2H HQBXW XO@EB &, 76

Closed period: 1R SURYLVLRQ

Constitution date: $'9%$1&( ,19(6ZDV HVWDEOLVKHG RQ 2FWREHU

Period of existence: 7KH )XQG LV QRW OLPLWHG LQ WHUPV RI H[LVWHQFH
Scope of activities: 7KH LQYHVWPHQMW LIRVMHIX QWKW R XJ&K B X K & DEDHRM HFCGHQVWWHLGA R Q
FROQFHGMWYRUVLILELWNR® DICEXWLRQ

1.1. BOARD OF DIRECTORS AND OTHER MANAGEMENT BODIES

DIMO ENEV DIMOV T Chairman of the Board of Directors and Executive Director

Dimo Dimov was elecected as a Member of the BoD of Advance Invest at the General Shareholders' Meeting in
the middle of 2007. Since 1999 to date he has been working as an FX dealer at Karoll. Mr. Dimov holds a Master's
degree in Finance from D. A. Tzenov Economic Academy.

TEODORA PETROVA GALABOVA T Member of the Board of Directors

Teodora Galabova was elecected as a Member of the BoD of Advance Invest at the General Shareholders'
Meeting on Aug 6 2008. Teodora holds a Master's Degree in Trade Economics from the University of National World
Economics, Sofia. Since 1996 she has worked as a back office specialist, and since 2008 T as an internal auditor at
Karoll Brokerage.

MARIA IVANOVA ORESHAROVA T Member of the Board of Directors
Maria Oresharova was elecected as a Member of the BoD of Advance Invest at the General Shareholders' Meeting on
Aug 6 2008. Ms. Oresharova holds a Master's Degree in Accounting and Control from the Southwest University Neofit

Rislki, Blagoevgrad. Since 1996 she has worked at Karoll AD, currently serving as a Financial Manager at the
company.

No legal entities are members of the Board of Directors.

The members of the Board of Directors do not perform any other activity outside of the Company, which would
be of significance to the scope of activity of Advance Invest.
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Designation: . DUROO &DSLWDO ODQDJHPHQW ($'

Headquarters: +ULVWR %YRYWHWDBIBEOGQH 5HIJILRQ 6RILD &RXQW\ 6RILD %X
Tel / Fax: (+359 2)

E-mail: . &0# N D URIJO O

Web: ZZ ZN D URXO O

Constitution date: $SUL O

Term: 7KH &RPSD@LPVYLWRW EMH DHWNAHU P R

Financial Supervision Commission License number and date: < 8' $XIXVW

new license « 8'

Share capital subscribed: BGN 1 000 000

Karoll Capital Management professional experience: In addition to the portfolioof $GYDQFH ,QYH VWheO X W)
company manages $GYDQFH (DVWHKG@&E (XURBPIFH .32 )XQG

Significant clauses in the contract between Advance Invest AD and Karoll Capital Management

According to the Management Contract from Aug 02, 2007, Advance Invest AD assigns its management to Karoll
Capital Management in terms of:

a. fund raising through public offering of shares;

b. investing in securities;

c. redemption of the Fundés shares; and

d. administration of the Fundds shares, i.e. execution of the sharesf rights such as dividend distribution,
including cash flow management related to the Fundds shares, as well as preparation and distribution of
reports for shareholdersd meetings and similar activities.

The management company determines the issue price and the buy-back (redemption) price under the
control of the depositary bank. It also performs the accounting and book-keeping operations, and all
related activities. The management company carries out all advertising activities of ADVANCE
INVEST. Lastly, it maintains the web site of ADVANCE INVEST.

In executing the investment policy of ADVANCE INVEST the management company conducts an extensive capital
markets analysis, structures the Fund's portfolio, and assesses the portfoliods performance. Karoll Capital Management
makes investment decisions and submits orders for their execution to authorized brokerage firms. The management
company conducts the risk management activities on behalf of Advance Invest's Porfolio. The management company
may make recommendations to the Fund with regard to a depositary bank and brokerage firms, and it may sign, alter,
and cancel contracts with these institutions.

For its Fund management activities, Karoll Capital Management is entitled to remuneration in the amount of 3% of the
average annual net asset value of the Fund.



INFORMATION ABOUT THE BOARD OF DIRECTORS OF KAROLL CAPITAL MANAGEMENT:

STANIMIR MARINOV KAROLEV T Chairman of the Board of Directors

Stanimir Karolev is the founder and the Chairman of the Board of Directors of Karoll, one of the leading non-
banking financial institutions in Bulgaria holding top positions in investment intermediation and asset management.
Under his guidance the firm wins numerous awards of the market institutions, as well as the respect of the investment
community in Bulgaria and abroad. In his 15-year-long professional practice Mr. Karolev has contributed to the
development of the local financial markets. Being one of the pioneers in this field he has participated in the creation of
important legislative acts defining the development of the capital markets and infrastructure. Mr. Karolev holds a
Masters's degree in Macroeconomics from the University of National World Economics. He has specialized in finance
and investments in the USA and Great Britain. He has also participated in many international conferences, trainings and
seminars on topics related to the development of the regional capital markets.

DANIEL YOVCHEV GANEV T Executive Director

Daniel Ganev is the CEO of Karoll Capital Management and Portfolio Manager of Advance Invest Mutual
Fund. In this capacity he oversees most administrative duties of the firm, manages the fund's day-to-day activities, and
serves on all investment committees. His expertise is the Bulgarian stock market and emerging Europe. In 2003 he
headed the project on establishing the first domestic equity mutual fund T Advance Invest, and following its launch he
became the fund's Portfolio Manager. Before this project, Daniel worked at Karoll as a Capital Markets Analyst. Prior to
joining the firm Mr. Ganev received professional training in the USA at investment banks and companies such as
Merrill Lynch and Sony Electronics. Daniel holds a degree in Business Administration from William Paterson
University - USA, and an Investment Consultant license by the Financial Supervision Commission. He is a member of
BoD of the Bulgarian Association of Asset Management Companies. He has had publications and interviews for
numerous local and foreign media, as well as presentations at universities, professional clubs and institutions in Europe
and the USA.

ALEKSANDAR LYUDMILOV NIKOLOV T Deputy Chairman of the Board of Directors

Alexander Nikolov is Portfolio Manager of Advance Eastern Europe. He has been at Karoll Capital
Management since its establishment in 2003. He participates in the investment committees for all company producst. In
early 2006 he was in charge of the Advance Eastern Europe Fund Project, and now as the fund's portfolio manager he is
responsible for the fund's investment strategy as well as for its operational management. Mr. Nikolov joined Karoll in
1997 as a technical analyst, and since 2000 has managed the international capital markets department. From 1999 to
2003 he was an Assistant Professor in Economics at the University of National and World Economics. He has also been
a regular visiting lecturer at the American University in Bulgaria, City University, Pravetz, and Frederick University,
Cyprus. Mr. Nikolov earned a BA and MA in Economics from the University of National and World Economics T
Sofia, and completed a  graduate  studies program at the  University = of  Delaware.
He has participated in numerous economics and finance conferences, workshops and roundtables in Europe and the
USA. He has authored a number of articles on the application of technical analysis in the Stocks&Commodities
Magazine, Traders.com Advantage, as well as in popular Bulgarian media. He has been a frequent guest in the Business
program on national bTV and other financial programs.

NIKOLAY KONSTANTINOV KOLEV T Member of the Board of Directors

Nikolay Kolev joined Karoll Capital Managementis team in March 2010 after gaining extensive international
experience. He last served as Deputy Executive Director at TCX Investment Management Company BV, the managing
company of The Currency Exchange Fund NV. There he was responsible for the transactions of the fund, whose size
reached more than $550 min in assets under management. From 2004 to 2007 Mr. Kolev was a Senior Treasury
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Specialist at the African Development Bank Group, where his duties included private placement of financial
instruments, swap trading, etc. He also has experience in structuring derivative products with the Global Equity
Derivatives team at Deutsche Bank Securities, Johanesburgh. During this period he becomes a brojer and trades on the
Johanesburgh Stock Exchange and the South African Futures Exchange. Mr. Kolev holds Masteris degrees from
Wharton School -University of Pennsylvania, Fu Foundation School - Columbia University, and Tepper School -
Carnegie Mellon University. He also has an international capital markets qualification from the London Securities
Institute, dealerds certificate from the South African Futures Exchange, and is a licensed trader with the Johanesburgh
Stock Exchange.

1.3. INFORMATION ABOUT THE INVESTMENT CONSULTANT OF THE ASSET MANAGEMENT
COMPANY

KATERINA NIKOLAEVA ATANASOVA

Katerina Atanasova has been an investment consultant and portfolio manager at Karoll Capital Management
since 2003. Her main responsibilities are related to the preparation of investment recommendations and management of
portfolios in Eastern Europe. Before joining the firm she worked as a financial consultant, as well as a discretionary
accounts specialist at Bulbrokers AD. Katerina Atanasova holds a Master's Degree in Corporate Finance from the Paysii
Hilendarski University of Plovdiv and an investment consultant licence from the Financial Supervision Commission.

14. INFORMATION ABOUT THE BROKERAGE FIRMS AUTHORIZED BY ADVANCE INVEST
TO EXECUTE THE INVESTMENT DECISIONS AND ORDERS PLACED BY KAROLL CAPITAL
MANAGEMENT

Designation: ,3 36 WDWXV ,QYHVW"  §'

Headquarters and management address: 7]DJUDGVNR %BRRBKE 10ORRRUD % XOJDULD
Tel:

Fax:

E-mail: FR QW D F WOOMHIVWXNR P

Web: ZZ 2V W DVOXY HR/ RV

Designation: ,3 37%, ,QYHVW™ ($'

Headquarters and management address: 'XQDY 6W 6RILD %XOJDULD
Tel:

Fax:

E-mail: RIILFHEQEHVW EJ

Web: ZZZWEQ YHYV W

Designation: ,3 SDUR @O

Headquarters and management address: +ULVWR %RWHY %O0OYG 6RILD %XOJDULD
Tel / fax:

E-mail: RIILFH#NEDBUROO

Web: ZZZN D URJX O

Designation: $OSKD J)LQDQFH 5RPDQLD 6%

Headquarters and management address: & DOHD 'RUREDQWLORU % (WDM b5208$WRU
Tel: (

Fax: (

E-mail: RIILFH#DOSKDILQDQFH UR



Web: ZZZDOSKDILQDQFH UR

Designation: . % & H F X ULR\ALDHQADL ¥ ¥ S L&D O

Headquarters and management address: & OXFHOWOMHWDS % XFKDUHVW 520%$1,%
Tel:

Fax:

E-mail: WUDGH#VZLVVFDSLWDO UR

Web: ZZZVZLVVFDBLWDO

Designation: ()* 6 HFXULWLHV ($'

Headquarters and management address: 7]DU 2VYRERGLWHO %OYG 6UHGHW] 5HJLR(
Tel:

Fax:

E-mail: E U R N HUl DI\HHIF

Web: ZZZH | J VEHIF

1.5 CUSTODY BANK INFORMATION:

Designation: (XUREDOQN ()* %% X0 DDBIRDOVQE D Q N
Headquarters: 71DU 2VYRBROABENHID % XOJDULD
Tel.:

Fax:

E-mail: FRQ WP PRWWEDQN

Web: ZZZS R \DWQEJ

Constitution date: 0D\

Banking License: < ;

6LIQLILFDQW FODXVHV LQ WKH FXVWRG\ FRQWUDFW

The scope of the custody contract is the relationship between ADVANCE INVEST and the custody bank Bulgarian
Postbank. According to the contract from October 22, 2003 Bulgarian Postbank as a custodian is authorized to provide
paid banking services to the Fund as follows:

wsafekeeping of the Fundés cash

wsafekeeping of the physical securities in ADVANCE INVESTGs portfolio

wconducting all payments on behalf of and for the account of ADVANCE INVEST

wsafekeeping of non-physical securities in the bankds sub-accounts at the Central Depository, at the
Bulgarian National Bank, or at other institutions

wassuring the issuance (sale), redemption and voidance of the Fundds shares in accordance with the law,
all applicable ordinances, the Prospectus and the NAV Determination Rules

wcontrolling the determination of the issue and buyback price of the Fund shares by the management
company and assuring that the procedure complies with the law, the Fundos statutes, the Prospectus and
the NAV Determination Rules

wensuring that the collection and the usage of the Fundds revenues are in compliance with the law and the
Fundos Statutes, as well as monitoring that the remuneration of the management company is computed
and delivered in accordance with the law and the statues and that the expenses limitation is observed as
per art. 171 of the Public Offering of Securities Law

In performing its custody functions, the depositary bank holds the Fundds assets for safekeeping as follows:
xall types of non-physical securities in the Fundds portfolio T in accounts opened at the custody bank
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xforeign securities or certifications for such securities - in foreign custody institution that has entered a
custody services contract with the domestic custodian
xcash T accounts opened at the custody bank
xphysical securities and certificates verifying non-physical securities ownership T in the bank for
safekeeping
The custody bank makes the payments and the cash transactions defined in the contract within the legally defined terms
on account of the Fund. The custodian manages the entrusted assets of the Fund only upon authorized persons
directions. ADVANCE INVEST may neither deposit its cash and securities in a bank different from the custody bank
nor make indirect payments through a different bank.

Under the clauses of the contract signed on 10 October 2003, the Fund owes the custody bank a fixed monthly
remuneration in the amount of BGN 1000, payable by the 5" day of the month following the month for which the
payment is due.

1.6. AUDITORS INFORMATION:
The annual financial statements of ADVANCE INVEST Mutual Fund for the last 3 years have been audited by:

Designation: '(/2,77( $8',7 22

Headquarters: $O6WDPEROL\WNL %0OYG 6RILD %XOJDULD
Auditing partner: $VHQ 'LPRY

Tel:

Web: ZZZ GHORLWWH EJ

E-mail: EXOJDULD#GHORLWWHFH FRP

1.7. INFORMATION ABOUT THE PHYSICAL AND LEGAL PERSONS WHO OWN, EITHER
DIRECTLY OR THROUGH RELATED PERSONS, OVER 10% OF THE FUND’S SHARES OR CAN
EXERCISE CONTROL OVER THE FUND

At the time of constitution of the fund and update of this Prospectus, no single shareholder owns more
than 10% of the shares and votes at the General Shareholders’ meeting of ADVANCE INVEST, nor is able to
exercise to control over the Fund.

1.8. INFORMATION ABOUT FREELANCE CONSULTANTS WHO ARE TO BE REMUNERATED
WITH THE FUND’S ASSETS

There is no provision for hiring freelance consultants who are to be remunerated with the use of the Fund’s
assets.



1.9. PERSONS RESPONSIBLE FOR THE PREPARATION OF THE PROSPECTUS OR SEPARATE

PARTS OF IT

The Prospectus at hand is prepared by Daniel Yovchev Ganev — Executive Director of Karoll Capital
Management and Stanislava Petrova Dimova — legal adviser of Karoll Capital Management, who are thus
responsible for its preparation. The same persons declare with their signature below that after applying due care
and to the best of their knowledge, the information presented in this prospectus is not incorrect, misleading or
incomplete.

2. INVESTMENT INFORMATION

2.1. DESCRIPTION OF THE INVESTMENT GOALS OF THE FUND

The key objective of the Fund is to seek long-term capital appreciation for its shareholders through investment in
equity securities at a medium to high risk. The Fund's investment strategy is based on active portfolio management
through the selection of financial instruments with high growth potential, as determined by fundamental and
technical parameters. ADVANCE INVEST intends to achieve these goals by focusing its investments in Bulgarian,
Romanian and other Eastern European stocks.

The Fund may invest in the following securities in accordance with the Public Offering of Securities Act and the
respective ordinances:

X
X

Stocks listed for trading on a regulated securities market in Bulgaria and other EU members

Foreign stocks listed for trading on a regulated securities market in countries outside the EU included in a list
affirmed by the FSC vice chairman or pointed out in the fund's statutes

Bulgarian bonds and money market instruments listed for trading on a regulated securities market in
Bulgaria and other EU members

Foreign bonds listed for trading on internationally acknowledged, liquid, and regulated international securities
markets abroad

Recently issued securities, whose issue terms include the obligation to apply for exchange listing on the
official segment or other regulated market included in a list affirmed by the FSC vice chairman or pointed out in
the fund's statutes within one year of their issuing

Shares/units of UCITS, which are licensed under EU Directive 85/611/EEC as well as other collective
investment schemes which comply with the legal requirements

Derivatives and equivalent instruments, where obligations can be setteled through cash payment, listed on
regulated markets as well as derivatives traded OTC which comply with the legal requirements

Cash, up-to-3-month bank deposit receivables or securities and other payment instruments defined with an
Ordinance

Other securities outside of the above-mentioned in compliance with the legal requirements

Movable property and real estates only when of significant importance to the direct operations of the
Fund



2.1.1. Investment policy and strategy

To achieve its investment goals, ADVANCE INVEST Mutual Fund applies an active portfolio management model
according to the market conditions. Financial instruments with high upside potential will be selected based on
fundamental and technical parameters. The fund intends to accomplish these objectives by focusing its investments in
stocks issued by Bulgarian, Romanian, and other Eastern European companies. The main criterion for choosing these
instruments is considerable asset undervaluation (undervalued stocks) or growth potential greater than that of the
economy as a whole (growth stocks). Such instruments can be certain Bulgarian and foreign equities, which will
comprise the major part of the Fundds holdings. This requires the selection of shares of industry leaders with expanding
market shares that are managed professionally in the best interest of their stockholders. These companies would have
revenues and earnings that are fast growing and that are expected to continue growing rapidly in the future. Bulgarian
stocks that meet the fund's requirements are usually components of the Bulgarian Stock Exchange indices T SOFIX and
BG40, and other relatively high-liquidity stocks that possess high growth potential (i.e. growth stocks) or attractive
fundamental characteristics (i.e. value stocks.) In Romania the fund can invest in stocks that are components of the
BET index as well small & mid-caps listed on the RASDAQ segment. With regard to other international markets, the
fund can pick some of the stocks included in the indices of EU-member states, such that are affirmed by the Deputy
Chairman of the Financial Supervision Commission, Head of the Investment Supervision Division, as well as other
smaller stocks with promising fundamentals.

Another important criterion that is related to the active portfolio management model is the requirement for the assets to
be of relatively high liquidity, i.e. the ability to be liquidated at any moment, in normal market conditions, without
affecting adversely their market prices. Therefore, these securities should be traded actively on a regulated market in
volumes large enough to provide a fair estimate of their value.

Last, but not least, the securities will be chosen in such a way that the investment portfolio is effectively diversified and
protected T as much as possible - against unfavorable price movements of the market. With regard to industry
allocation, the actual industry allocation of the investments will depend on our analyses of the prevailing conditions in
the respective industry and its components. Consequently, industries that the managers view as promising and therefore
the price appreciation potential of its components is the highest, will pull larger weights in the fund's portfolio. Despite
the fund's focus in equities, the active portfolio management implies that in periods of anticipated stock market decline,
a greater portion of the fund's assets to be allocated toward cash, bonds and other more conservative instruments.

Asset Structure of the Fund:

"HLIRW R
$VVHW 7\SHV 7R W DIOVBW V
Stocks listed for trading on a regulated securities market in Bulgaria and other EU members up to 80%

Foreign stocks listed for trading on a regulated securities market in countries outside the EU included| up to 50%
in a list affirmed by the FSC vice chairman or pointed out in the fund's statutes
Bulgarian bonds and money market instruments listed for trading on a regulated securities market up to 50%
in Bulgaria and other EU members
Foreign bonds listed for trading on internationally acknowledged, liquid, and regulated international up to 30%
securities markets abroad
Recently issued securities, whose issue terms include the obligation to apply for exchange listing on  up to 30%
the official segment or other regulated market included in a list affirmed by the FSC vice chairman or
pointed out in the fund's statutes within one year of their issuing

Shares/units of UCITS, which are licensed under EU Directive 85/611/EEC as well as other up to30%
collective investment schemes which comply with the legal requirements
Derivatives and equivalent instruments, where obligations can be setteled through cash payment, in compliance
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listed on regulated markets as well as derivatives traded OTC which comply with the legal with the legal
requirements restrictions
Other securities outside of the above-mentioned up to 10%
Cash, up-to-3-month bank deposit receivables or securities and other payment instruments defined in compliance
with an Ordinance with the legal
restrictions

2.1.2. Legal restrictions concerning the fund's investment portfolio

X The fund can acquire movable property and real estates only when they are of significant importance to the
direct operations of the Fund

X The fund cannot acquire precious metals and certificates based on them

X The fund cannot invest more than 5 percent of its assets in securities or money market instruments issued by a
single issuer

X The fund can invest up to 10 percent of its assets in securities or money market instruments issued by a single
issuer, given that the total amount of such investments do not exceed 40 percent of the fund's assets

X The fund cannot invest more than 20 percent of its assets in deposits in a single bank

X The risk exposure of the fund toward the counter-party in a transaction with OTC traded derivatives cannot
exceed 10 percent of of the fund's assets when the counter-party is a bank, and 5 percent in all other cases

X The total amount of investments in securities, money market instruments issued by the same entity, deposits
with the same entity, as well as the exposure toward the same entity as a result of OTC derivatives transactions,
cannot exceed 20 percent of its assets

X The total amount of investments in securities, money market instruments issued by the same entity, deposits
with the same entity, as well as the exposure toward the same entity as a result of OTC derivatives transactions,
cannot exceed 35 percent of the fund's assets

X The total amount of investments in securities or money market instruments issued by the same entity, deposits
with the same entity cannot exceed 20 percent of the fund's assets

X The fund canot acquire mor than:

- 10 percent of the shares without right to vote issued by a single entity

- 10 percent of the bonds or other debt instruments issued by a single entity

- 25 percent of the units of a single UCITS licensed under EU Directive 85/611/EEC and/or other collective
investment scheme according to A 1, p. 26 of the additional requirements of POSA, being headquartered in a
member state or not.

- 10 percent of the money market instruments issued by a single entity

X The fund canot acquire mor than 10 percent of its assets in a single UCITS licensed under EU Directive
85/611/EEC and/or other collective investment scheme according to A 1, p. 26 of the additional requirements of
POSA, being headquartered in a member state or not.

X The total amount of investments in collective investment scheme according to A 1, p. 26 of the additional
requirements of POSA, being headquartered in a member state or not, different from UCITS licensed under EU
Directive 85/611/EEC, cannot exceed 30 percent of the fundsb assets

X The open-end fundds assets and liabilities structure must comply with the following requirements:

- At least 70 percent of the investments in securities and money market instruments listed for trading on a
regulated market, must be in such securites and instruements that have a market price
- The total amount of investments in non-liquid assets cannot exceed 30 percent of the fundds assets
- At least 10 percent of the fundds assets must be cash, up-to-3-month bank deposit receivables or securities and
other payment instruments as follows: debt securities issued by the Bulgarian state with no more than 90 days to
maturity; debt securities issued by the USA, Canada, Japan, Switzerland, a member of the European Union, or
another state which belongs to the European Economic Community, with no more than 90 days to maturity;
cash in the currencies of Great Britain, USA, Switzerland, Japan, or in EUR.
- The fundés cash and termless or up-to-3-month bank deposit receivables must be at least 5 percent of the fundds

10



assets

x At all times the fund must have minimum liquid assets as follows:
- Cash, securities with a market price, Treasuries, money market instruments and short-term receivables in the
amount of at least 100 percent of the weighted-average current liabilities of the fund
- Cash, termless or up-to-3-month bank deposit receivables, and Treasuries in the amount of at least 50 percent
of weighted-average current liabilities of a closed-end fund, and at least 70 percent of weighted-average current
liabilities of an open-end fund, excluding the liabilities related to capital increase procedures of listed companies

If the event of changes in the legal infrastructure, the new regulations will be applied immediately.

2.1.3. Limitations for the activities of ADVANCE INVEST

The Fund is not allowed to do the following:

X0 acquire shares giving voting rights in a single issuer, which will let the Fund or the members of its Boards
(executive bodies), including the management company or the members of its Boards (executive bodies), all
together to exercise control over the issuer;

X0 perform business transactions other than those within the Fundds main activities;

X0 change its main objective;

XT 0 issue loans, to secure or guarantee for the liabilities of third persons;

XT o perform activities as an brokerage firm, bank or insurance company;

XT o transform itself into another type of corporation

While carrying out its investment policies, the Fund is not allowed the following:
X0 acquire securities that are not completely paid for;
X o sell securities that the Fund does not possess;
XT o invest in securities issued by the Fundds founders or persons related to them for a 2-year term
X o invest in securities issued by persons in control of the Fund or by entities related to them.

2.2. RISK PROFILE OF THE FUND

The main advantages of participating in the capital markets through mutual funds over participating in the capital
markets through direct investments can be summed up by the following four points:

»Professional portfolio management of the investment;

Better diversification T the Fundds portfolio presumes investment in a variety of financial instruments issued
by different entities, which lowers the total risk for the Fundds shareholders;

X ower transaction expenses T the large volume of securities purchases and sales by the Fund limits the amount
of these expenses per share;

xiquidity of the investment T open-end mutual funds are required by law to buy back their shares at a price
based on the net asset value (NAV) per share.

The investment in ADVANCE INVEST shares, however, is not risk-free. It bears all risks inherent to the securities
of mutual funds and is not guaranteed to any extent, either by a state guarantee fund or by any other institution. The
Fundds shareholders can lose the invested funds if the market price of the assets acquired by the Fund declines
substantially. Therefore, according to the investment strategy described above, the Fund has the intention of investing
the bigger part of the funds raised in Bulgarian and other Eastern European stocks. Typically, investments in equity
securities are more risky than investments in Treasuries, corporate bonds, and municipal bonds. In this sense, the risk
for ADVANCE INVEST shareholders is higher than the risk for shareholders in mutual funds that invest mainly in
Treasuries or other debt instruments. The considerable portfolio diversification and the professional selection of the
individual securities that comprise the portfolio should reduce this risk. However, if there is a significant negative price
change in the stock market, the value of the Fundds shares could decrease substantially. The shareholders can
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periodically track the performances of the market and ADVANCE INVEST in order to make well-informed investment
decisions.

([SHFWHGUHO/MNMWHG WR WKH LQYHVWPHQW SRUWIROLR DQ

a) Market risk T the possibility to incur losses because of unfavorable changes in the market price of
securities, interest rates and exchange rates movements, etc. The components of the market risk are:

A Interest rate risk T the risk of a decline in the value of an investment because of interest rate
movements. The Asset Manager measures the interest rate risk by calculating duration. The duration is
a measure of the sensitivity of a security to interest rate movements. The Asset Manager uses the
method of the modified duration, to measure the interest rate risk that affects every security which is
based on the interest rate such as bonds, interest rate swaps, interest rate futures, and bond futures.

A Currency risk T the risk of a decline in the value of an investment in a security or a deposit,
denominated in a currency different from the euro or lev, because of a change in the exchange rate
between this currency and the euro or lev. The currency risk is measured by using the historical
volatility of the exchange rate in relation to the net currency exposure.

A Price risk from stocks and other equities T the risk of a decline in the value of an investment because
of changes in market prices. The Asset Manager measures the price risk of stock investments by the
historical volatility of the stocks or the beta coefficient against an appropriate index.

b) Credit risk T the possibility of a decline in the value of an investment caused by unexpected credit events
connected to the issuers of the financial instruments, counterparties in exchange trades and over-the-counter
trades, as well as the countries where they operate. There are three types of credit risk:

A Counterparty risk is the risk of failure of a counterparty to meet its obligations on over-the-counter
trades.

A Settlement risk is the risk that the mutual funds may not receive the cash or securities from a trade on
the date of the settlement after they have fulfilled their obligations arising from that trade. The Asset
Manager measures this risk through the value of all trades with a counterparty that have not settled as a
percentage of the total value of the portfolio. DVP (delivery vs. payment) trades are not included as
well as trades on markets with a clearing house.

A Credit investment risk is the risk of a decline in the value of the investment in a debt security because
of a credit event such as default, material change in the capital structure, reduction in the credit rating,
etc.

The limits on the different types of risks are approved and reviewed once a quarter by the Board of Directors of the
Asset Manager by suggestion of the risk management division.

c) Operational risk T the possibility to incur losses from errors or flaws in the organization, inadequately
trained staff, unfavorable outside events of non-financial nature, including legal risk. The operational risks are
endogenous T related to the workflow process of the Asset Manager T and exogenous T related to
macroeconomic, political and other factors, which can affect the Asset Manager. The endogenous risks
include risks related to personnel issues and technological risks, and the exogenous risks include environment
risks and risks of physical interference. An assessment of the operational risks is conducted by the internal
control division.

d) Liquidity risk T the risk arising from possible losses accompanying forced asset liquidations in unfavorable
market conditions in order to meet unexpected short term obligations.

e) Concentration risks T the possibility of losses because of inadequate diversification of exposures to
customers, groups of related customers, customers of the same industry, geographic area or arising from the
same activity, as well as the risk from large indirect credit exposures.
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The specific methods and organization of the management of the above mentioned risks are given in the Rules for risk
assessment and management of the Fund.
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2.3. METHODS FOR DETERMINATION OF THE NET ASSET VALUE OF ADVANCE INVEST

The methods are based on the legislative acts related to the fund's activities. The methodology includes the
principles and methods for valuation of the Fundds assets and liabilities.

2.3.1. Principles of asset valuation
The main principles for the fund's asset valuation are the following:

X The fund's subsequent asset valuation, hereafter referred to as "revaluation", is carried out for each separate
security, financial instrument, or another asset, including for those initially recognized at the date of the
valuation.

x Upon initial acquisition (recognition) of an asset T at the price of its acquisition including the transaction related
expenses

X Upon revaluation of an asset 1 according to the means defined in these rules

2.3.2. Methods of Asset Valuation

The total value of assets includes the value of each individual asset held by the fund as reflected on its balance
sheet as of the date of value determination. Asset values are calculated as follows:

1.The revaluation of securities issued by the state is carried out on the basis of the average value of bid prices
quoted by at least two primary bond dealers for the current business day.

1.1.In the event that the price is determined on the basis of gross prices quoted by the primary dealers, it is used
directly for the purposes of marking to market. If the quoted price is clean, it is converted to dirty price on the basis of
interest characteristics T amount and frequency of coupon payments T before it is used for revaluation purposes.

2. If p.1. cannot be applied, the Discounted Cash Flow (DCF) method is used. The prices of the most recently
issued Treasuries with corresponding maturities quoted by primary dealers are used as the basis of the calculations.
These issues are hereafter referred to as "basic issues". The issue whose price should be determined is referred to as the
"unknown issue."

For calculation purposes the prices of the basic issues are determined in accordance with p.1.

2.1. The calculation of the prices of the respective issues according to the method of linear interpolation goes
through the following stages:

a) The yield curve is formed on the basis of the average prices of the basic issuesf)];
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b) The unknown issue's location in relation to the nearest preceding and nearest following issue is determined
according to the remaining term to maturity

c) The difference (in days) between the periods left until the maturity of the two basic issues, as well as the
difference in their returns until maturity is determined,

d) A factor is calculated by dividing the difference in the returns by the difference between the number of days
to maturity;

e) The difference between the number of days to the maturity of the issue to be valued and the previous main
issue is determined;

f) This difference is multiplied by the factor from the previous step in order to calculate the difference in the
returns until the maturity of the issue to be valued and the main issue;

g) The yield to maturity of the issue to be valued is obtained by adding the difference in returns calculated in the
previous step to the return on the main issue preceding the one to be valued;

h) On the basis of the obtained yield to maturity of the issue to be valued its gross price is calculated using the
following formula:

where:

P T price of the security

F T principal of the security

C T annual coupon of the bond

n T number of interest payments per annum

N T total number of interest payments

r T discount factor (equal to the yield to maturity)
i T sequential number of the interest payment
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2.2. The price calculated using this formula is a gross price and shall be used directly for the purposes of the
revaluation of the debt security in question.

3. The revaluation of securities issued abroad by the Bulgarian state is carried out as follows:

0) by the bid price quoted in the electronic system containing securities price information at the market close on
the day of NAV determination;

b) if the securities market is not closed by 3 pm on the day of NAV determination T by the bid price quoted in
the electronic system containing securities price information at the market close of the last trading day;

c) if the foreign market is closed on the day of NAV determination - by the bid price quoted in the electronic
system containing securities price information at the market close of the last trading day;

d) if the price determined on the basis of points a) T c) is gross, it is used directly for the purpose of marking to
market. If the price is clean, it is converted to dirty price on the basis of interest characteristics T amount and frequency
of coupon payments T before it is used for the purpose of marking to market.

e) Should the above methods be inapplicable, the methods described in p.2. are used.

4. The revaluation of Bulgarian and foreign shares and rights listed for trading on regulated securities markets in
the Republic of Bulgaria, as well as Bulgarian and foreign shares and rights listed for trading on regulated securities
markets in EU members is carried out as follows:

4.1. If the volume of the transactions completed during the day is not smaller than 0.02 percent of the volume of
the respective issue - at the weighted average price of the transactions completed with them during the current business
day, as announced in the trading system or the stock exchange bulletin;

4.2. If the price cannot be determined in accordance with the preceding point, the price of the shares, respectively
of the rights, shall be determined as the average of the highest bid price valid as of the market close for that day and the
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weighted average price of the transactions completed with the corresponding securities during the day. The price shall
be determined in this way only if there are completed transactions and bid prices available;

4.3.If p. 4.2. cannot be applied, the revaluation of the shares, respectively of the rights, shall be carried out at the
weighted average price within the last 30-day period of the valuation date, provided that there were completed
transactions on that day. In case that during the last 30-day period there has been a capital increase procedure or stock
split, or dividend distribution announcement, in the calculation of the weighted average price of the preceding sentence,
the last price is corrected with the ratio of the capital increase, respectively the stock split or dividend amount, if the last
trade is completed before the day after which the shareholders don't have the right to participate in the capital increase,
respectively the split day, or the ex-dividend day.

4.4. In the event that the regulated market is not closed by 3pm, the revaluation is carried out as follows:

a) at the last price of the preceding trading day;

b) if a) cannot be applied, the revaluation I carried out at the last bid price of the preceding trading day.

5. If it is impossible to use the valuation methods of shares under p.4., as well as for shares which are not traded
on regulated markets, the valuation shall be carried out by the consecutive implementation of the following methods:

- Price T Earnings ratios of comparable companies,

- Net book value of assets, and

- Discounted net cash flow.

These methods shall be applied in the sequence described below provided that the method mentioned first

cannot be applied.

5.1. The Price T Earnings ratio of the comparable companies method consists of:

a) Calculating the value of the shares of the company subject to valuation by multiplying its earnings per share
by a market factor. The market factor shows the ratio between the price of the comparable company and its earnings per
share.

b) The earnings of the comparable company and the company subject to valuation is determined on the basis of
financial statements covering the most recent annual period as from the latest published financial statement. The
earnings per share is determined by dividing the net profit of the company by the total number of shares.

c) The factor is calculated on the basis of the weighted average price of the transactions involving shares of the
comparable company completed during the current business day.

d) The source of primary information for the above-mentioned calculations shall be the accounting statements of
the public companies included in the register of the FSC and the BNB, or a reliable source of information on the
respective foreign regulated market.

e) Methods and criteria for determining comparable companies:

X A comparable company is a company that provides a sufficiently adequate basis for comparison with regard

to the investment characteristics of the company subject to valuation.

X The selection of comparable companies must be justified by a comparison analysis and assessment of their
characteristics and the degree of comparability with the characteristics of the company subject to valuation.

X The comparable company shall be selected in accordance with the above-mentioned criteria among the
companies traded on a regulated securities market in the country where the head office of the issuer is
situated.

X The criteria which the comparable company must satisfy are:

- sector of the economy where the company operates;

- comparable product range;

- the company shall have published financial statements which provide the opportunity for analysing the
most recent annual period;

- transactions involving the shares of the company must have been completed during the current business
day.

x  Other criteria used for the justification of the selection of the comparable company are the comparable equity
and comparable financial indicators.

5.2. The net book value of assets method consists of calculating the value of the shares of the company subject to

valuation by dividing the equity of the company (on the basis of the latest financial statements) by the total

number of shares outstanding.

3$/36
1
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where:
37 value of the ordinary shares of the company subject to valuation
$7 assets
/T liabilities
3 & value of the preferred shares
17 total number of shares outstanding

5.3. The discounted net cash flows method is used for determining the value of an ordinary share of the
company by dividing the value of the capital of common stock holders is divided by the number of common shares
outstanding.

The value of the capital of common stock holders can be calculated in two ways:

5.3.1. Discounted net cash flows to ordinary shareholders (Free Cash Flows to Equity method) T by discounting
the net cash flows which remain for the shareholders after all expenses, financial liabilities, necessary investments and
changes in the working capital are met:

a) In this method the net cash flows, which remain after all expenses are met and all financial liabilities
(including principals and interest on company debts), necessary investments and changes in the working capital are
covered, are used.

b) The net cash flows are calculated in the following way. The estimated net profit after interest and tax is:
- increased by the estimated depreciation costs,
- decreased / increased by the absolute value of the estimated changes in the net working capital,
- increased by the estimated value of new debts as well as with the receivables from issues of preferred
shares,
- decreased by the forecast investments in fixed assets,
- decreased by the forecast payments of principals on debts,
- decreased by the forecast dividends for privileged shares.
The following formula shall be used:
)&)( 1, '"HS )&,QY :&,QY33 3' 1°,
where:
) &) (7 net cash flows for ordinary shareholders
1 7 net profit
"H S depreciation
) & , QYnvestments in fixed assets
" &, QiYchanges in the net working capital
3 31 payments of principal
3 ' T dividends for preferred shares
1" T new debts as well as receivables from issues of preferred shares
c) In this method the net cash flows are discounted at the price of financing with own capital.
d) The price of financing with own capital is the rate of return required by ordinary shareholders and is
calculated as follows:
- using the risk-free interest rate plus a risk premium:

N, N, 53
where Nir price of financing with own