
 
 
 

 

 

Translation from Bulgarian  

 

INDEPENDENT AUDITORS’ REPORT 

TO THE SHAREHOLDERS  

OF BULGARTABAC-HOLDING AD 

 

Report on the consolidated financial statements 

We have audited the accompanying consolidated financial statements of BULGARTABAC-
HOLDING AD and its subsidiaries (the Group) as of 31 December 2011, which comprise the 
consolidated statement of financial position as of 31 December 2011, and the consolidated 
income statement, consolidated statement of comprehensive income, consolidated statement of 
changes in equity and consolidated cash flow statement for the year then ended, and a summary 
of significant accounting policies and other explanatory notes. 

Management's responsibility for the consolidated financial statements 

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

Auditors’ responsibility 

Our responsibility is to express an audit opinion on these consolidated financial statements based 
on our audit. We conducted our audit in accordance with the professional requirements of 
International Standards on Auditing. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance 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 consolidated financial statements. The procedures selected depend on the 
auditors’ judgment, including the assessment of the risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the consolidated 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 system. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made 
by management, as well as evaluating the overall presentation of the consolidated financial 
statements. 

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



 
 
 

Basis for Qualified Opinion 

1. The financial statements include property, plant and equipment in the carrying amount of 
BGN 16,741 thousand (2010: BGN 16,783 thousand) of a company in liquidation. 
According to the applicable accounting standards these assets shall be measured at fair 
value. Management assigned a certified valuer with the task to carry out a review for 
determining their fair values as at 31 December 2011 and took a decision not to report the 
so-calculated values in the financial statements. On the grounds of the data from the 
valuation of the certified valuer and the Group’s policy for measurement of property, 
plant and equipment, we found out the following deviations included in the financial 
statements: plant with carrying amount of BGN 627 thousand should have been presented 
with a value of BGN 503 thousand; land with carrying amount of BGN 1,602 thousand 
should have been presented with a value of BGN 2,790 thousand; buildings with carrying 
amount of BGN 12,769 thousand should have been presented with a value of BGN 
10,615 thousand. The total effect of the non-reported values of property, plant and 
equipment is as follows: an overstated carrying amount by BGN 1,089 thousand, an 
understated amount of the revaluation reserve by BGN 5 thousand, and non-reported 
impairment costs of the amount of BGN 1,094 thousand. 

2. There has been a court dispute concluded with regard to a non-operational group 
company, its object being trade payables with a carrying amount of BGN 337 thousand. 
The latter amount does not include awarded penalties and interest for delay in the total 
amount of BGN 527 thousand (2010: BGN 490 thousand), which management decided to 
report in their actual settlement amount upon the final repayment of this liability. To 
secure the company’s liability, real estates, land and buildings with carrying amount of 
BGN 682 thousand, have been placed under interdiction.  

3. The consolidated financial statements do not include foreign subsidiaries of the Group. 
These subsidiaries, as well as the grounds for their exclusion, are disclosed in Note No. 
2.5. to the consolidated financial statements.  

4. The consolidated financial statements include under property, plant and equipment, land 
and buildings with carrying amount of BGN 3,420 thousand (2010: BGN 3,440 thousand) 
for which the group companies do not hold undoubted right of ownership. Therefore, we 
were unable to satisfy ourselves as to the amounts of these assets presented in the 
financial statements. 

5. The consolidated financial statements include under inventories idle auxiliary and other 
materials, and spare parts of a company in liquidation and of a non-operational company 
in the total amount of BGN 674 thousand (2010: BGN 4,115 thousand). These 
inventories have not been written down. We were unable to satisfy ourselves with 
reasonable certainty through other alternative procedures as well that the carrying amount 
of these inventories did not exceed their net realisable value.  

6. The payables to personnel and social security entities presented in the financial 
statements include payables amounting to BGN 75 thousand and BGN 327 thousand, 
respectively (2010: BGN 75 thousand and BGN 327 thousand, respectively), of a 
company in liquidation for which we were not provided with sufficient evidence as to 
their origin. Interest for delay was not accrued on these payables. We were unable to 
satisfy ourselves with reasonable certainty as to the amounts presented in the financial 
statements.  

7. The items of property, plant and equipment presented in the consolidated financial 
statements include property, plant and equipment with a carrying amount of BGN 21,232 



 
 
 

thousand (2010: BGN 20,859 thousand), which are not used in the operations, including 
assets of a company in liquidation amounting to BGN 18,310 thousand (2010: BGN 
16,783 thousand) and assets in a company which has not been operational for several 
years amounting to BGN 2,922 thousand (2010: BGN 4,076 thousand). Out of the assets 
included in the assets not used in the operations of the companies not performing any 
activities and undergoing liquidation, assets with carrying amount of BGN 22 thousand 
(2010: BGN 960 thousand) have been sold during the period. Significant uncertainty 
exists as to the full recovery of investments made in these assets. We were unable to 
satisfy ourselves through other alternative audit procedures as well whether the items of 
property, plant and equipment presented in the balance sheet as at 31 December 2011 had 
not been overstated, to what degree and whether the Group might suffer additional losses 
thereof.  

8. The receivables from clients presented in the financial statements include receivables 
from a company in liquidation amounting to BGN 41 thousand, which have been past due 
for more than two years; they have not been confirmed by the contractors and have not 
been written down. We were unable to satisfy ourselves with reasonable certainty that the 
carrying amount of these assets as at 31 December 2011 had not been overstated and to 
what extent.  

9. After the date of the consolidated financial statements and before the date of their 
approval for issue, the subsidiaries carried out impairment tests on its inventories. As a 
result, their management had taken decisions to write down spare parts, auxiliary 
materials and other materials with carrying amounts of BGN 995 thousand, BGN 899 
thousand and BGN 272 thousand, respectively, which were available at 31 December 
2011. The Group had not disclosed this information and the amount of the impairment 
had not been included in the consolidated financial statements as an adjusting event as 
well. We were not provided with sufficient information for the grounds of making this 
impairment in order to be able to judge whether the costs of these inventories, presented 
in the financial statements, should had been adjusted or not.   

Qualified opinion 

In our opinion, except for the effects of the matters referred to in paragraphs 1, 2, and 3 and the 
possible effect of the matters referred to in paragraphs 4, 5, 6, 7, 8, and 9 in the Basis of Qualified 
Opinion paragraph, the consolidated financial statements present fairly, in all material respects, 
the financial position of BULGARTABAC-HOLDING AD and its subsidiaries as of 31 
December 2011, 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 
Commission. 

Draw of attention paragraph  

Without qualifying our opinion we draw attention to the disclosures quoted herein below and 
made in the notes to the financial statements:   

Note No. 20 disclosing the problems related to a contract concluded with the Stara Zagora 
Municipality in relation to the location of trade outlets of Bulgartabac-Trading EAD.  

Note No. 33 disclosing the court cases.  

Note No. 36 disclosing the status of the group companies not performing any activities and 
undergoing liquidation, namely Shumen-Tabac AD and Haskovo-Tabac AD in liquidation. The 



 
 
 

first company has not been performing any operations related to its principal object of activity 
since 2005, almost all employees have been discharged. There are no plans and intentions to 
reinstate its operations or to liquidate it. Haskovo-Tabac AD in liquidation is decapitalised and 
overindebted in the sense of the Commercial Act. Thus, in the course of liquidation proceedings it 
is possible that some of the creditors might remain unsatisfied. With regard to these companies 
we have issued disclaimer of opinion and qualified audit opinion respectively on the grounds of 
the high uncertainty as to the ability of these companies to continue their operations as going 
concerns and to realise their assets and to settle their liabilities in the normal course of business, 
which is the key assumption underlying the International Financial Reporting Standards.  

Report on other legal requirements 

Management is responsible also for the preparation of an annual consolidated management report 
in accordance with the requirements of the Accountancy Act.  

Pursuant to the requirements of the Accountancy Act, we are required to express an opinion on 
the correspondence between the annual consolidated management report of the Company and the 
consolidated financial statements for the same reporting period. 

In our opinion, the annual consolidated management report is consistent with the accompanying 
consolidated financial statements of the Company as of 31 December 2011. 
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