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1.Financial position the Fund
- The data submitted is temporary and may vary from the final annual financial reports (due date April, 30 2010) due to additional accounting records that will be processed for the period ending December 2009.
PROFIT AND LOSS ACCOUNT ON DECEMBER 31, 2009.
	 
	31.12.2008.
	31.12.2009.

	INCOME GENERATED FROM INVESTMENTS
	
	 

	Profit generated from sale of dependent companies
	4.125
	 

	Profit generated from sale of financial instruments
	19
	507

	Income earned from interests and premium depreciation (discount) of assets with fixed maturity date
	1.084
	803

	Foreign exchange gains from monetary financial instruments 
	37
	1

	Income earned from dividends
	 
	 

	Other income
	125
	0

	Total income generated from investments
	5.391
	1.312

	EXPENSES
	 
	 

	Expenses with respect to sale of tangible assets
	 
	 

	Losses generated from sale of financial instruments
	444
	871

	Foreign exchange losses generated from monetary financial instruments 
	47
	1

	Expenses generated from management company
	2.734
	2.528

	Expenses generated from interests
	2
	0

	Fees to depositary bank
	182
	169

	Transaction costs
	247
	300

	Increase/decrease adjustments for financial assets
	0
	1.000

	Other permitted expenses
	156
	124

	Other expenses
	 
	 

	Total expenses
	3.812
	4.993

	Net increase (decrease) in net assets from Fund's 
	1.579
	-3.681

	 
	 
	 

	 
	 
	 

	Net increase (decrease) in net assets from Fund's business 
	1.579
	-3.681

	Taxes
	316
	0

	Profit (loss) after taxes
	1.263
	-3.681


BALANCE SHEET ON DECEMBER 31, 2009.

	 
	31.12.2008.
	31.12.2009. 

	TANGIBLE ASSETS
	 
	 

	Other investment in tangible assets
	 
	 

	Investment in dependent companies
	60.531,43
	58.296,06

	Other assets
	 
	 

	FINANCIAL ASSETS
	 
	 

	Cash and cash equivalents
	401,52
	732,73

	Financial assets available for sale 
	6.936,46
	9.309,42

	Loans and receivables 
	 
	 

	Investments held by maturity date
	15035
	4.938,07

	OTHER ASSETS
	 
	 

	Receivables with respect to sales of tangible assets and other receivables
	 
	 

	Receivables with respect to sales of securities and other receivables
	 
	 

	Receivables with respect to sales of dividends, deposits and repayment of bonds
	 
	 

	Advance payment receivables
	999,99
	0,80

	Amounts owed by  management company
	 
	 

	Amounts owed by depositary bank
	 
	 

	Receivables with respect to earned interest and other assets
	53,72
	16,04

	Other receivables
	381,94
	389,58

	Other assets
	2.500,00
	0,00

	Total Assets
	86.840,06
	73.682,71

	FINANCIAL LIABILITIES
	 
	 

	Payables with respect to investment in tangible assets and other liabilities
	 
	 

	Payables with respect to investment in securities and other liabilities
	 
	 

	Amounts owed to fund management company
	98,62
	186,05

	Amounts owed to depositary bank
	 
	 

	Payables with respect to allowed Fund charges
	455,81
	133,40

	Payables with respect to distribution of dividends to shareholders
	 
	 

	Payables with respect to computed interests
	 
	 

	Other payables
	 
	 

	Total short-term liabilities
	554,42
	319,45

	 
	 
	 

	Net fund assets
	86.285,91
	73.363,25

	 
	 
	 

	Number of issued shares
	770,61
	770,61

	 
	 
	 

	Net assets by share
	111,97
	95,20

	 
	 
	 

	SOURCE OF ASSETS 
	 
	 

	Issued/withdrawn shares by the investment fund
	79.163,60
	79.163,60

	 
	 
	 

	Own shares
	-2.109,28
	-2.109,31

	Reserves
	2.146,41
	2.146,41

	Revaluation of the financial assets disposable for sale
	-2.006,52
	-1.018,24

	 
	 
	 

	Revaluation of the investment in dependent companies
	7.685,03
	-2.544,67

	Revaluation of the tangible assets
	 
	 

	Profit (loss) of the current year
	1.263,33
	-3.681,21

	Retained profit (loss)
	143,34
	1.406,67

	Total  
	86.285,91
	73.363,25


The fund had following short term liabilities on December 31, 2009 in thousand kunas:
	Short-term liabilities
	319


2. Risk management

The Fund's financial results in 2009 are as follows:
· Total loss from all activities of the Fund for the financial year 2009 is 3,681 thousand kuna. 
The Fund is managed by the Management company Jadran Invest d.o.o. who is in charge for implementing the internal controls of quality and management risk and is organized thru Front, Middle and Back Office. The company has seven employees.
The most important risk for the Fund is the internal risk, which is connected with the way the business is conducted, the internal controls and business decision making. This risk aspect is within the company controls, and can therefore be brought to the minimum by using the right organizational structure. The appropriate organizational structure that enables good internal controls –multiple checks of activities will bring the possible errors in conducting business to the minimum. The investment procedures and internal controls for the company and controls for adjustments with the positive regulations is conducted thru the communications and coordination of the Company Management and heads of the organizational units with participation of other professional and responsible persons working in the Company. 

External pyramid of investment risk shows that investment in real estate is of a medium risk. In accordance with the positive laws and regulations and valid Statute and Prospect of the Fund the Company has invested 79% of the assets in real estate. Based on this fact it can be concluded that the majority of investments and risk is in the area of medium risk. The remaining assets of the Fund are invested in deposits, financial shares and one part of the financial assets are kept on the Fund's account of the depositary bank. Such investments are highly liquid with a minimal to medium risk. The entire business of the Fund is in this area of risk. 
The Fund uses own financial sources so there is no risk related to interest rates.

3. All important business activities that occurred in 2009 
During the fourth quarter of the financial year 2009 the Management Board reached the decision to write off account receivable in the amount of 999,807.83 kn.
In accordance with the business policies the re-evaluation of the Fund's real property in the dependent companies for the purpose of establishing the market value of the properties was prepared by three independent legal specialists for construction This resulted in the significant decrease in the value of the properties. 

4. Expected development of the Fund in the future
The business plan for the Fund for the three year period 2009-2012 during the management of the present Management board is as follows: 

The assumptions that were taken into consideration for the development of the business plan:

· The company will continue to manage only the Fund,

· The investment level will not change during 2009 (recapitalization is planned for 2010.),

· HANFA will allow further development of the Fund’s projects after receiving the location permits on all non-constructed properties owned by the Fund,

· New regulatory framework will not bring new obstacles and constraints in management of the Fund.

The future major activity of the Management company will be to continue the development of the existing dependent companies: 

1. preparation and fabrication to the necessary documentation to obtain the building permits, 

2.  obtaining the required building permits, 

3. sale and rental of apartments owned by the Fund thru dependent company (Stanovi Jadran d.o.o.),

4. sale of real estate owned by the dependent companies with or without the building permits, 

5. sale of parts of all business shares owned by the Fund in dependent companies. 

Investment in real estate projects
Stanovi Jadran 

Project Stanovi Jadran consists of twenty apartment units from 45 to 90 m2 located near Trogir, on the island Čiovo, in the Balan area. One part of the apartments was purchased in 2007, and one part in 2009. From first 10 apartments 7 are in long term leases that bring the continuing income. Out of 14 apartments purchased in 2009 4 were sold. Intensive activities related to sale of the apartments will continue in the next period. 

Ličko selo 

Project Ličko selo deals with construction of the eco village in the Lovinac area. The project consists of twenty seven units – houses built in a traditional style with one central unit with all needed services. The company Ličko Selo d.o.o. is in the process of obtaining the permits. Planned deadline for obtaining the permits is spring 2010. The public announcement for sale of this property/and business shares is placed on our web site.
In the Dubrovnik area there are three projects:

Nova nekretnine 

This project consists of construction of apartment building with 10 apartments. Due to the market situation this project is put on hold, and the activities related to this project are related to sale. The public announcement for sale of this property/and business shares is placed on our web site.
Mediteran gradnja and Vile Orašac 

Due to the market situation these projects are put on hold, and the activities are related to sale. The public announcement for sale of this property/and business shares of Vile Orašac is placed on our web site.

Zagreb area has two projects– Malojan and  Samoborske Vile. 

Malojan 
Company Malojan d.o.o. has in its ownership land that is planned for construction of 3 buildings with 18 apartment units. The documentation for location permit were submitted in December 2009. The planned deadline fro obtaining the building permits is spring 2010.
Samoborske Vile 

The project for construction of retirement complex was presented in front of the representatives of the City Council in September 2009. The development of this project requires obtaining D zone, and for this purpose the analysis of the traffic solutions for the project was prepared and submitted to the Samobor’s Office for urban planning. In the coming period the property will be re-measured and boundary walls will be placed for the purpose of the further development of the project. It is expected that the zoning will be obtained in summer of 2010.
Peškarija  

Company Peškarija d.o.o. owns the attractive land and portion of a building in Šibenik. The company is still waiting for the Recommendations for the necessary changes to the project idea for the location permit, and for this purpose the legal actions were taken. 
Zelena Vala Projekt 

Project has land in the Istria region in Pićan County. After performing the analysis of the situation it was decided to work on the sale of this project. The public announcement for sale of this property/and business shares is placed on our web site.
After realizing these activities the liquid assets that will be available in dependent companies can be used for investment in purchase of new real property owned by the dependent companies (the purchase of the smaller already constructed commercial or residential units with the purpose of rental or re-sale).  

Other investments
Investment in financial assets 
The Company invested for the Fund in shares of closed-end and open-end Investment Funds. Other available financial assets ware placed thru short term deposits thru the Money market and banks.

Such structure of the liquid assets will be obtained in the future.

Besides the above activities of the Company that were connected with the existing volume and the book value of the Fund, the business plan also includes the activities that might lead to recapitalization with the secondary emission of shares thru the organized market, mainly in Croatia (qualified investors, institutional and other investors), and if possible also abroad. 

5. Activities of the Fund in the research and development
The company is well staffed and functionally organized in accordance with the regulations. The staff is educated in the area of research and development thru seminars.   

6. Other information of the Fund 
Information on owned shares 

There was no change in the number of own shares, so the Fund has 21.030 of the own shares on September 30, 2009. The book value was 2.109.309,00 kn, which represented less than 10% (ten percent) of the asset value of the Fund. 
Environmental protection
The major business activity of the Fund that is related to the management of the real estate portfolio is being conducted and will continue to be conducted based on the sustainable development, environmental protection, energy effectiveness and respecting the laws of the Republic of Croatia related to the environmental protection, as well as obeying the local and regional space plans. 
Information of existing subsidiaries
The Fund does not have any subsidiaries abroad in accordance with the Law on public companies, Law on investment funds. In accordance with the Law on accounting, the Fund holds the majority business shares in nine dependent companies -subsidiaries, and each company owns the real estate that represent the various real estate projects of the Fund. 
Information on the utilization of the Code on corporate management 

Code on corporate management is not applicable for the Fund in accordance with article 5.2. of the Stock Exchange Regulations.

7. Conclusion
The Management plans will continue to minimize the internal risks of the business by following the positive regulatory framework, and the adjusted internal regulations of the Company and Fund, as well as with good and continuous human resource and technical organization and structure, and thru systematic internal controls, as described. In every new investment the market and other risks will be minimized thru detailed investment analysis.

 In Zagreb, January 2010.
Management of the Fund
In accordance with the articles 407.- 410. of the Law on the capital market, the responsible persons for the financial reports: Mirna Doroteja Zimić – President of the Board, Blanka Pirša – Member of the Board gives the following
Statement:

According to our information the set of financial reports for the Company Jadran Kapital d.d. prepared with the International standards of financial reporting provide the complete display of the assets and liabilities, and financial results and financial position of the Company, with a remark that the reports are temporary and may vary from the final financial reports due some additional accounting entries that will be entered related to 2009.
__________________

Mirna Doroteja Zimić
__________________

Blanka Pirša
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