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MESSAGE FROM THE MANAGEMENT

MESSAGE FROM THE MANAGEMENT

Ladies and Gentlemen,

We, the Executive Directors and Procurator of Central Cooperative Bank Plc, would like to use this
opportunity to inform you about our achievements and accolades in 2022. Central Cooperative Bank
Plc is a universal commercial bank with a pronounced focus on retail banking. As at 31.12.2022 the Bank
assets are BGN 7,8 billion, shareholders’ equity amounts to BGN 646 million and the net profit is BGN
38 million.

Last year was our 15th year as a member of the European Union and we ranked on the 7th place among
Bulgarian banks in terms of total assets.

Among our goals for 2023 are: increasing the total assets of the Bank, respectively the market share;
developing and defending the leadership position in the use of the most contemporary channels of
distributing the bank products; streamlining and constant adaptation of the client model of the operative
organization with the aim of maintaining the high quality of the bank servicing; deploying the positions in
retail banking; increasing the volume and the relative share in the loan portfolio of loans to individuals —
consumer and mortgage loans; profiting from the synergy in rendering services to the insurance
companies, the pension companies, the health insurance companies and the investment companies
from the group of Chimimport — the main shareholder of the Bank; offering services and financing of
projects of agricultural producers — under the programs of the structural funds of EU and increasing the
qualification of the employees and streamlining the mechanisms for stimulating employees.

We make our clients feel important. The Bank management and staff have committed their efforts to
defending the already achieved position and further improving in the banking field. We look forward to
continue working with you and sharing best practices and recommendations.

Sincerely yours

(7 ==

Gerogi Kostov Nikola Kedev Sava Stoynov Tihomir Atanassov
Executive Director Executive Director Executive Director Procurator
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FINANCIAL HIGHLIGHTS AS AT 3112.2022

Main indicators from the Balance Sheet and the In- As at 3112.2022

come Statement Thousand BGN

Total assets 7,794,503
Share capital 127130
Shareholders’ equity 645,988
Total deposits 7,062,986
Deposits from non-financial institutions 7,045,300
Advanced loans and advances to customers, net 3,031,140
Net interest income 126,698
Non-interest income 61,255
Total income 187,953
Operating expenses 144141
Net profit 38,142

As at 3112.2021

Thousand BGN
7,388,488
127130
608,852
6,692,582
6,639,742
2,888,459
105,366
63,284
168,650
133,967
26,218

Financial highlights As at 31112.2022
ROaE % 6.15%
ROaA % 0.50%
Shareholders’ equity / total assets % 8.28%
Operating expenses / total assets % 1.84%
Operating expenses / total income % 76.68%
Loans to customers / total assets % 38.88%
Total deposits / total assets % 90.61%
Deposits from non-financial institutions / total assets % 90.38%
Total capital adequacy 18.11%

As at 3112.2021
4.32%

0.37%

819%

1.82%

79.67%

39.11%

90.63%

89.92%

15.89%

As at 3112.2022

Recourses
Number
Number of customers 1,921,728
Foreign correspondents 184
Nostro accounts 16
Locations, including branches 293
Personnel 1754

o |

As at 3112.2021

Number
1,897140
192



TODAY

Central Cooperative Bank Plc is a universal commercial bank, belonging to the financial structure of
CCB Group EAD. Together with the remaining companies, the bank comprises the full array of services
in the field of financial intermediation, products and services with an emphasis on SME lending and
retail banking for its clients.

CCB GROUP

EAD

Centra! Armeec CCB Life cCB §|Ia CCB Assets
Cooperative Insurance [ —, CCB Health Pension T
Bank Plc Company Fund

Armeec
Leasing

As a universal commercial bank CCB Plc offers an array of financial products and services, which
correspond to the competitive requirements of the dynamically changing market environment. The
Bank constantly strives to deploy the spectrum of financial intermediation and works hard to create
new and develop the known products and services.

CCB Plc. is a full member of the International Cooperative Banking Association and the European
Association of Cooperative Banks.

The Bank is a full member of MasterCard Europe and Visa International, offers the Maestro and
MasterCard cards and the family of Visa cards.

Central Cooperative Bank Plc is an indirect member of EBA STEP2 SCT and a direct member of
TARGET?2.
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The Bank is an indirect member of International Swaps and Derivatives Association, Inc — ISDA.

CCB Plc maintains good relationships with a number of correspondent banks, improving the business
contacts with them. The Bank has over 184 correspondents and 16 Nostro accounts, as well as a
number of lines for documentary operations for various amounts and trade finance for the import

of investment products, made in EU. Through the MM and FX limits, the bank maintains the wide
spectrum of the offered products and services.

CCB PIc has a license to carry out transactions as an investment intermediary on the Bulgarian capital
market, acting on its behalf and at its expense, as well as on behalf and at the expense of its clients.

CCB Plc. is a primary dealer of government securities on the Bulgarian domestic market.
The Bank provides an easy access to all range of its products via a well-developed branch network,

offering quick and modern solutions to its customers. At present the Bank has 293 branches and
offices all over the country and abroad.



BRIEF HISTORY

BRIEF HISTORY

On 28 March 1991 Central Cooperative Bank was registered with a resolution of the Sofia City Court.
At first the Bulgarian National Bank Management Board issued a license to CCB Plc for carrying out
bank activity on the territory of the country.

The founders of the bank were Central Cooperative Union, the regional cooperative unions and
more than 1100 cooperative organizations. In the beginning its mission was to contribute to the
development of the cooperative system in Bulgaria. Passing through different development periods,
the Bank established itself as a universal commercial bank nowadays.

Since 12 March 1993 the Bank is authorized to carry out operations abroad as well.

Since July 1993 CCB PIc is an associate member of the European Association of Cooperative Banks,
domiciled at Brussels.

On 4 March 1999 CCB Plc received the statute of a publicly listed company, and in this way became
one of the two Bulgarian banks, the shares of which were traded on the Bulgarian Stock Exchange -
Sofia.

Up to 2001 CCB PIc shareholders included: Central Cooperative Union, Bulbank AD, the State
Agricultural Fund, the Bank Consolidation Company etc.

At the beginning of 2002 the share of Bank Consolidation Company AD amounting to 32.77%
was acquired through bidding by Chimimport JSC, which became the main shareholder of Central
Cooperative Bank Plc.

In 2002 CCB PIc received a license from MasterCard Europe — a prestigious international card
organization for the issuance and acceptance of the international Maestro debit cards and Mastercard
credit cards.

In 2003 CCB Plc acquired a license for a Bulgarian agent of Western Union, the international fast
money transfer company.

In September 2004 Central Cooperative Bank Plc became a member of the Management Board of
the International Cooperative Banking Association, together with over 52 credit institutions from 36
countries.

At the end of 2004 CCB PIc increased its capital from BGN 16 169 564 to BGN 32 338 128 via the
issuance of 16 168 564 shares, having a par and issue value of BGN 1. The Bank’s main shareholder is
CCB Group Assets Management EAD, which is 100% property of Chimimport Plc.

On 27 May 2005 the Bank became a principal member of Visa International and at the beginning of
2006 we started offering the family of Visa cards.

In September 2005 CCB Plc took a decision to increase its share capital by 50% and as of the end of
the year it amounted to BGN 48 507 186, and the shareholders’ equity was BGN 80,928 thousand.

In December 2005 CCB Plc received a permit from the Central Bank of Cyprus to open its first foreign
branch in Nicosia.

@ Central Cooperative Bank
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BRIEF HISTORY

On 11 May 2006 CCB PIc signed a second Syndicated Term Loan Facility, whereas the initial amount
of EUR 11.000.000 was increased to EUR 27.500.000 with the participation of 12 foreign banks. The
syndicated loan was arranged by HSH Nordbank AG and Raiffeizen Zentralbank Osterreich AG.

At the end of June 2006 the General Meeting of Shareholders of CCB Plc took a decision to increase
the capital by 50% and at the end of the year the Bank share capital amounted to BGN 72 760 779.

Since 1 January 2007, with Bulgaria’s accession to EU, CCB PIc has acquired the statute of a full
member of the European Association of Cooperative Banks.

In June 2007 the General Meeting of Shareholders of CCB Plc. took a decision to increase the capital
and at the end of the year it amounts to BGN 83 155 092.

In September 2007 the first foreign branch of CCB Plc. was opened in Nicosia, Cyprus.

On 28 February 2008 CCB PIc acquired the Macedonian bank Sileks Bank AD Skopje, which was
renamed to Central Cooperative Bank AD Skopje on 22 October 2008. At present CCB Plc has
82.63 % of the voting shares of the capital of CCB AD Skopje.

On 15 August 2008 Central Cooperative Bank Plc joined ISDA - International Swaps and Derivatives
Association as a user.

In October 2008 CCB PIc became an indirect member of EBA STEP2 SCT.
In February 2010 CCB Plc became an direct member of TARGET2.

In December 2010 the Bulgarian Credit Rating Agency awarded to Central Cooperative Bank Plc a
long-term credit rating, grade: BBB, outlook: stable and a short-term rating: A-2.

As at 3112.2010 CCB Plc ranks among the first 10 Bulgarian banks in terms of total assets according to
the BNB classification.

On 3 January 2011 “Stater Banka” AD, Kumanovo, the Republic of Macedonia merged with CCB Plc,
Skopje.

At the beginning of 2011 CCB PIc became the main shareholder of ZAO AKB Tatinvestbank, Kazan, the
Republic of Tatarstan, Russian Federation.

On 28 March 2011 CCB Plc celebrated twenty years of its establishment.

On 21.07.2011 the Management Board of CCB Plc took a decision for a company capital increase from
BGN 83155 092 to BGN 113 155 092, whereas as at 3112.2011 the total equity of the Bank amounts to
BGN 332,781 thousand.

In the second quarter of 2012 CCB PIc started the issuance of international Visa Platinum credit cards.

In 2012 CCB Plc continued implementing the project for the establishment of a second foreign branch
on the territory of EU.
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BRIEF HISTORY

In 2013 CCB introduced new products and services in retail banking and the card business, among
which the Mobb service and promotional conditions for the product “Home for you”.

At the end of 2013 CCB ranked on the eight place among Bulgarian banks in terms of total assets.

In 20714 the Bank started offering contactless Visa payWave debit and credit cards and contactless
Maestro PayPass debit cards.

In October 2014 CCB started offering the CashM service to its clients.

In 2014 CCB PIc preserved the eight place among Bulgarian banks according to total assets.

Since February 2015 the Bank started the offering of debit cards of high class Visa Debit.

April 2015 Successfully and on time we finalized the process of the full migration of all IT systems to

move the head-office of the Bank to the new administrative building (former Pliska Hotel) at: the city
of Sofia, 87 Tsarigradsko shose blvd; The administration of the Bank carries out its activity in the new

office building at 87 Tsarigradsko shose blvd.

In May 2015 the Bank started issuing Emotion contactless cards, where the client is entitled to choose
the design of his/her card.

In July 2015 the Bank started offering a new type of credit card of exceptionally high class, intended
for the most special clients - World MasterCard.

In 2015 new traders, offering rebates to the clients with club cards joined the CCB Club loyalty
program.

In 2015 during the whole year there continued the update of the parameters and the conditions of the
credit products for individuals.

As at 3112.2016 the financial result of CCB Plc increases 4 times compared to the previous year.

As at 3112.2017 the assets of the Bank increased by 9% and the financial result increased by 38%
compared to 2016.

In 2018 the Bank offered new products and services in the field of retail banking, as well as more
advantageous conditions for consumer and mortgage loans.

In October 2019 CCB joined the initiative of SWIFT “GPI — Global Payments Innovation” and in this way
it became the second bank, which implemented GPI in Bulgaria.

In 2020, despite the COVID-19 crisis, CCB Plc realized a net profit of 20 million BGN and total assets
of 6,6 billion BGN.

In 2022 the Bank offered new products and services in the field of retail banking, as well as more
advantageous conditions for consumer and mortgage loans.
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MANAGERIAL TEAM

MANAGERIAL TEAM

Central Cooperative Bank Plc has a two-tier system of management, which consists of a Supervisory

Board and a Management Board.

The Supervisory Board consists of three members and elects the Management Board and a
Procurator. The Management Board on its part elects the Executive Directors with the approval of the

Supervisory Board.

At present the following members are included in the Supervisory Board and the Management Board:

1. Supervisory Board:
Chairperson:

Members:

2. Management Board:
Chairperson:

Members:

3. Procurator:
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lvo Kamenov

Marin Mitev

Rayna Kuzmova

Central Cooperative Union
Represented by Peter Stefanov

Prof. Dr. Aleksander Vodenicharov

Tsvetan Botev — Deputy-Chairperson
Nikola Kedev — Executive Director
Sava Stoynov - Executive Director
Georgi Kostov - Executive Director
Aleksander Kerezov

Prof. Dr. Bisser Slavkov

Tihomir Atanassov



SHARE CAPITAL AND SHAREHOLDERS

SHARE CAPITAL AND SHAREHOLDERS

On 21.07.2011 the Management Board of Central Cooperative Bank Plc took a decision for a company
capital increase from BGN 83 155 092 to BGN 113 155 092 via the issuance of 30 000 000 ordinary
book-entry voting shares with a nominal value BGN 1 and an issue value of BGN 1,50.

Till the end of the subscription 29 999 199 shares were subscribed and paid. As a result of this the
amount of BGN 44 998 798.50 was credited to the capital raising account of CCB Plc.

The capital of the Bank to the amount of BGN 113 154 291 after the increase was entered in the
Companies Register on 15.12.2011.

As at 31 December 2022 the shareholders’ equity amounts to BGN 645,988 thousand. The capital
adequacy is 1811 %, which is above the requirements according to Ordinance No. 8 of BNB on the
capital adequacy of Banks.

Shareholders of CCB Plc as at 31 December 2022 Share (%)
CCB Group EAD, Sofia 61.05 %
Armeec insurance company JSC 7.07 %
UPF Suglasie 6.98 %
Chimimport JSC 8.24 %
Other 16.66 %

As at December 31, 2022 the shareholders of CCB Plc are 4,902 individuals and 1,110 legal entities.

The shares of CCB Plc are traded at the Bulgarian Stock Exchange since 4 March 1999. In the last
24 years the CCB Plc shareholders’ structure has significantly changed three times — in June 1999,
when Bulbank AD sold to the State Agricultural Fund its share of 35%; in June 2001 when the share
of the State Agricultural Fund, which had been acquired by the Bank Consolidation Company, was
purchased by “Chimimport” JSC and at the end of 2004, when the shares of Central Cooperative
Union were acquired by “Chimimport” JSC through CCB Group EAD.

Breakdown of share capital

® 94% Legal entities (Bulgarian and foreign)

® 6% Individuals (local and foreign)

13
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ACTIVITY OVERVIEW

ACTIVITY OVERVIEW

Central Cooperative Bank Plc is a universal commercial bank, offering a broad spectrum of financial
products and services. The Bank endeavors to follow the competitive requirements of the constantly
changing environment and deploys its array of products and services in the field of financial
intermediation, putting an emphasis on financing SMEs and servicing its retail clients.

The Bank is one of the leaders on the market in rendering services to the agricultural sector and
the related production activities. In 2022 CCB Plc continued to offer the array of credit products
and services in the field of consumer lending, as well as lending to SMEs. Following the set goals,
the Bank deployed its activity as a “retail bank” and achieved good positions in the market of SMEs,
attracting more and more clients in this sector.

CLIENT STRUCTURE

A considerable contribution for the success and established market positions of the Bank belongs to
its clients. For this reason CCB PlIc attracted more clients, especially individuals, households, SMEs.
The Bank’s portfolio is entirely subordinated to the needs and desires of clients. The efforts are
concentrated on offering competitive and attractive products.

Sector 3112.2022 3112.2021
Individuals 1,802,248 1,780,147
Commerce 65,196 64,367
Transport and communications 6,167 6,055
Industry and construction 11,791 11,543
Agriculture and forestry, hunting and fishing 5,796 5,547
Finance, loans and insurance 2,441 2,396
Education 3,584 3,375
Healthcare, sports and tourism 2,561 2,486
Other 21,944 21,224
Total: 1,921,728 1,897,140

The clients of the Bank again increased and reached 1,921,728 at the end of 2022. Compared to the
previous year the increase is in the amount of 1,29 %, whereas the results take into consideration
mainly the increase in individuals. Their share increased by 24,588 compared to 2021. The positive
growths that is observed in the last several years is mainly due to the ambition of the Bank to develop
in one of the most competitive for the banking sector segment, namely retail banking. There is a
growth in lending to SMEs.

14



ACTIVITY OVERVIEW

® 94% Individuals

® 6% Corporate clients

RETAIL BANKING

Card products

In 2022 CCB AD retained its position as one of the major issuers of card products in the country.

The Bank issues international Mastercard and Visa credit cards, the co-branded Visa CCB-Bulgaria
Air credit card and the Visa Platinum credit card. The portfolio of debit cards, offered by the Bank,
consists of high-end international World Debit Mastercard debit cards, Debit Mastercard debit cards
and Visa Debit debit cards and the co-branded Debit Mastercard cards with A1 Bulgaria EAD, as

well as the local debit card Bcard. Customers are also offered EMOTION debit and credit cards, the
opportunity to choose the vision of their card from a proposed gallery with more than 50 designs.
The Bank makes it possible for customers to benefit from the advantage of extremely fast contactless
payments with all major card brands.

CCB provides favorable conditions for its most important clients, by offering gold Visa and Mastercard
credit cards at the annual interest rate — 12 %. The standard and business Visa and Mastercard cards,
issued by the Bank, have an interest rate of 15 % per year in BGN, EUR and USD. For its special clients
the Bank offers a Visa platinum credit card with an exclusive interest rate of 10 %, as well as a very
high-end credit card — World Mastercard at an annual interest rate of 9 %. The competitive advantage
of CCB credit cards is the grace period for all transactions. The cardholders of Standard/Classic and
Business cards use a grace period of up to 45 days, both when paying for goods and services, as well
as when withdrawing cash. The grace period for the premium cards (Gold Favorite, Platinum, World) is
up to 60 days for all transactions.

The Bank makes it possible for its customers to benefit from the advantage of fast contactless
payments with all major card brands.

The Bank offers two card products, designed specifically for companies — contactless Visa Debit
Commercial debit cards and Debit Mastercard Commercial debit cards. The cards are of a high class,
with a wide application and additional features to meet the needs of business customers. Corporate
clients can also benefit from a special package offer, which includes preferential terms for basic
banking services, Commercial debit cards and use of e-banking with QES.

For the Mastercard Business clients CCB AD offers the service — multicasting personal assistant.
The clients of CCB AD with business Mastercard cards can take advantage of information and
recommendations for everyday services in support of their business life, by calling or e-mailing as a
courier, orders and deliveries, assistance in organising events and projects.

1 @ Central Cooperative Bank
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ACTIVITY OVERVIEW

In the segment of the products, offered to individuals, CCB strengthens its positions with the issued
debit cards of a higher class — World Debit Mastercard. They have been designed for clients with
good financial capabilities, valuing the high level of service, the additional privileges and having a
significant resource in the Bank. The use of a credit product of large size is also a condition for issuing
the higher class debit cards. Their main advantage is that with them customers receive a free travel
insurance policy, similar to that for credit cards — free medical assistance and protection from over
20 types of insurance events, as well as higher discounts for some of the merchants in the CCB Club
program.

The Bank offers an extremely high-end World Mastercard credit card, designed for significant
and solvent customers. The World Mastercard credit card is a premium Mastercard product that is
positioned at a higher level even than the Platinum credit cards. Besides the extremely attractive
financial parameters of the World Mastercard card, it also brings a number of additional perks and
privileges to its owners:

- A free membership in the Priority Pass program — provides access to over 700 business lounges at
airports in over 100 countries around the world;

« Special discounts from Bulgaria Air;

- A free access to the Vitosha and Preslav business lounges at the Sofia Airport, the business lounges
of the Varna and Burgas Airports and Sky Lounge and Jet Lounge in Vienna;

- A travel insurance policy with Armeec company JSC — 22 insurance coverages with a maximum
amount of the coverage of USD 50,000;

- An additional insurance policy, which provides protection against theft of the card together with
personal belongings and documents, protection in case of accident or theft of goods, purchased
with the card, as well as the best price when shopping;

- Discounts in the CCB Club program;

- Discounts upon shopping at selected traders in Bulgaria, included in the CCB World Offers
catalogue;

- Additional attractive discounts abroad at hotels, famous shops and rent-a-car companies, provided
by Mastercard;

- Many more discounts upon shopping at the outlets, included in the CCB Bonus program.

All individuals, holding credit cards, issued by CCB may benefit from the Cash Back Promotion of Al
and Lukoil. The aim of the campaign is to promote the Bank’s credit cards and encourage the cards’
active use. The Cash back promotion of Alis a monthly refund of part of the amount spent with these
partners with the credit card, the refund on the card, and for purchases at Lukoil, customers receive
the refund within two working days after the transaction. The portion that is refunded is formed as a
percentage of the amount of transactions, effected with the card. For Al a cash back discount of 3

% is charged for purchases at devices, made solely in the online store of A1 with a credit card from
CCB. For Lukoil a discount is charged only for the purchase of fuel at petrol stations, owned by Lukoil-

16



ACTIVITY OVERVIEW

Bulgaria, whereas for Visa Classic and Mastercard Standard cards the rebate is 1% and for Visa Gold,
Mastercard Gold, Visa Platinum and Mastercard World it is 1.5 %.

For the Premium cardholders CCB offers additional services: Concierge and LoungeKey. The
Concierge service is implemented for World Mastercard debit and credit cards. The service provides
customers with the opportunity to take advantage of the privilege of a personal assistant — with

one phone call they can get recommendations, advice or make a reservation for restaurants, hotels,
airline tickets, concert tickets, etc. For customers with Visa Platinum a free access is available for 5
cardholder visits and 5 visits for his/her companion to business lounges, participating in the Lounge
Key program. The program provides access to over 1,300 airport business lounges around the world.

MasterCard launched an additional service for the Premium Mastercard cardholders — AskPleez! —

a free mobile app in Appstore and Google Play store with artificial intelligence and human attitude.
Customers have the opportunity to benefit 24/7 from the help of AskPLEEZ! — a virtual personal
assistant specifically for the Premium Mastercard cardholders: Mastercard Gold and World Mastercard
debit and credit cards.

In collaboration with Mastercard, CCB offers the premium Mastercard cardholders (Gold credit cards,
including for business customers, World Mastercard debit and credit cards) Airport Security Fast
Track by Dragon pass, enabling them to avoid queues at more than 70 airports around the world
and substitute them for more free time in recreation and shopping areas. Airport Security Fast Track
provides a fast track that ensures priority passage through airport inspections and check-in.

CCB offers to its clients the CashM service, enabling all CCB cardholders to order money transfers
through their bank cards at an ATM. The recipient of the transfer also withdraws the amount at an
ATM, and there is no need to hold a bank account or card.

v @ Central Cooperative Bank
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ACTIVITY OVERVIEW

Development of the CCB card products in 2022

The following strategic innovative projects have been successfully implemented at CCB, which
is indicative that the digitisation of the Bank is a priority, as well as the care to clients and the
responsibility to protect the environment, namely:

» Mastercard’s method of biometric authentication IDCM (Identity Check Mobile) in the mobile
payments for cardholders, using debit and credit cards with the Mastercard and VISA logos for iOS
and Android operating systems.

By doing so, CCB fully meets the requirements of the European Union Directive 2015/2366
(PSD 2) and Delegated Regulation 2018/389 on the application of the method of strong customer
authentication in e-commerce.

IDCM has proven to work incomparably faster and more conveniently for our customers than all other

solutions, implemented on the Bulgarian market.

1. Apple Pay’s mobile wallet (E-Wallet) for cardholders, holding debit and credit cards with the
Mastercard and Visa logos.

Apple Pay makes it possible for the Bank’s cardholders to make payments via mobile phone by
adding a Mastercard® card to Apple Wallet.

- Apple Pay is a digital wallet that offers an easy and secure way to make transactions through
iPhone, iPad, Apple Watch and Mac devices.

- to make payments, customers need to add their bank card to Apple Pay’s digital wallet.

- Adding a card to Wallet is called digitisation and practically replaces the physical plastic card
with a digital card.

The priority in implementing Apple Pay is to protect the personal information of cardholders, which

is guaranteed, because when a payment is made, Apple Pay uses a special number and a unique
transaction code. In this way, the information is encrypted and never stored on the customer’s device
or Apple servers, and during the transaction process, the card data is not shared by Apple with the
merchant; that is, every time a customer makes a payment with a debit or credit card, Apple Pay does
not store any information that could be related to him/her.

Apple Pay is accepted at merchants where there is a contactless POS terminal in the country and

abroad and the corresponding designation. All payments at POS terminal are subject to confirmation
with Touch ID or Face ID.

18



ACTIVITY OVERVIEW

2. Google Pay mobile wallet (E-Wallet) for bank cardholders, holding debit and credit cards with the
Mastercard and Visa logo.

Google Pay allows you to make payments via a mobile phone by adding a Mastercard or Visa card
to Google Pay, running under the Android operating system. The features that Google Pay offers are
identical to those, specified for Apple Pay.

With the implementation of the E-Wallet projects of Apple Pay and Google Pay Central Cooperative
Bank AD ranks among the leading banks on the Bulgarian banking market in terms of digitising the
offered services and optimising the customer experience, while at the same time we managed to stop
the decrease in the issued cards and transactions respectively.

CCB successfully implemented jointly with Mastercard the Ethoca Project, which in the mobile banking
and the digital wallet of clients provides information of the merchant’s name, logo and location of the
executed transactions.

Ethoca is a secure and convenient way to track transactions and provides the following advantages to
customers:

- Detailed information in mobile banking for each payment that will improve the customer
experience;

« By giving access to detailed information, our cardholders have the opportunity to see the
location through the commercial logo, which inevitably minimises the cases of unnecessary
filing of a request for contested payments.

Advantages for CCB merchants that register on Ethoca’s website:
« Peace of mind for their clients and businesses;
- Transparency and visualisation of the commercial brand;

- Avoiding cases of unmotivated contested payments, which inevitably entail unnecessary
costs for them and their servicing bank;

- The logo is associated with the specific transaction, which in turn will give cardholders the
opportunity to visualise for themselves any purchase made on site in the store or on the
merchant’'s website in compliance with the highest standards of confidentiality of information
for all parties, involved in the payment process.

By offering all these products, the Bank strives to further satisfy the needs of its customers, enabling
them to benefit from the advantage of extremely fast contactless payments with all major card brands.

" @ Central Cooperative Bank
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ACTIVITY OVERVIEW

Market Positions and Statistics

In 2022 CCB AD affirmed its good market position in the issuance of bank cards, with the total
number of cards, issued by the Bank as at 31.12.2022, amounting to 465,072.

CCB AD managed to maintain good market shares in terms of the development of its network of ATMs
and POS terminals. The number of virtual POS terminals in 2022 reached 646. At the end of 2022 the
total number of ATMs of CCB was 512. The total number of CCB POS terminals at the end of 2022 is
5,066, including POS terminals in bank rooms. All new POS terminals at the merchants that the Bank
installs have the new functionality for acquiring contactless payments.

The total number of international credit cards, issued at the end of December 2022 was 22 837, of
which Mastercard — 12 257 and Visa — 10 635.

The following table presents synthesised information of the card products and services, offered by
CCB AD.

ATMs, POS terminals, credit

and debit cards 3112.2021 31.03.2022 30.06.2022 30.09.2022 3112.2022
ATMs
ATM devices (ATMs) 561 561 542 538 512
POS terminals
POS terminals at the trade shops 4,848 4,831 4,999 5,078 5,066
POS terminals at the Bank branches 279 279 276 276 276
Virtual POS terminals 630 630 608 627 646
Total POS 5,757 5,740 5,883 5,981 5,988
Credit cards
MasterCard Standard 13,070 12,667 12,256 11,932 11,678
MasterCard Gold 383 381 375 381 373
MasterCard World 167 17 178 179 206
MasterCard Business 50 49 45 47 45
Visa Classic 9,878 9,571 9,309 9,127 8,941
Visa Gold 1,224 1197 1164 1146 1126
Visa Platinum 436 426 425 423 420
Visa Business 65 60 53 52 48
Total credit cards 25,273 24,522 23,805 23,287 22,837



Debit cards
Debit MasterCard 291,632 290,487
Debit MasterCard Commercial 3,043 3,107
Gold Debit MasterCard 2,309 2145
World Debit MasterCard 21171 21,753
Visa Debit 139,695 139,780
Visa Debit Commercial 3,139 3,193
Visa Electron 3,401 572
Bcard 629 634

286,692
3,199
1,973

22,309
137,846
3,239

0
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282,566
3,258
1,796
23,005
135,515
3,298

0
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275,958
3,287
1,437
24,586
133,037
3,350

(o}

580

Total debit cards 465,019 461,671

455,884

450,035

442,235

Promotions for the CCB cardholders with Visa and Mastercard

debit and credit cards

In 2022 CCB again carried out advertising campaigns with Visa and Mastercard card organisations,

aimed at stimulating the CCB card payments at merchants in the country. The holders of CCB
international cards had the opportunity to participate in promotions with attractive prizes and

additional incentives. CCB AD participated in the following campaigns:

- Joint Spring National Campaign with Visa. Any cardholder with a Visa debit or credit card, who
registers a payment made to cover liabilities for taxes or utility bills in the period of the promotion

from 1.3.2022 to 30.4.2022, participates in a prize lottery — 72 prizes, each worth BGN 500;

- All newly issued Mastercard cards in the period from 15.11.20211t0 28.2.2022 and received by the
clients until 14.3.2022 were with promotional conditions: O % interest rate for the first 6 months of the

card activation and an annual fee from the second year;

- A joint campaign of Visa and Spark, in the period from 01.11.2020-31.01.2022. Upon registration of a
Visa card on the website of Spark, eGo bonus points accrue for each card payment and you can win

a free trip for one day;

« A joint campaign of Visa and Glovo, in the period from 1.4.2022 to 30.4.2022. All cardholders with a
Visa debit or credit card, including a business card, who made 3 payments worth more than BGN 25

through the application participate in the campaign;

- A Visa campaign, aimed at the Premium cardholders, which took place in the period from 15 April
2022 to 17 May 2022. For any payment abroad at a restaurant, made with a Visa Gold or a Platinum
card, cardholders will receive a 5 % discount in the form of cash back. The maximum amount that
can be refunded for one calendar month for Visa Gold and Visa Platinum is BGN 50;

- A Visa campaign to promote the service for buying tickets with a card in the city transport in Sofia,
in the period from 4.4.2022 to 30.6.2022. With each BGN 5 or more, paid in the public transport or
subway with a Visa card within a weekly subperiod of the promotion you automatically participate in

the lottery for the respective monthly subperiod,
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- A Visa campaign, aimed at business customers during the period 1.05.2022-31.07.2022. Upon
payment with a Visa Business debit or credit card for stay at a hotel abroad until 31 July, the
cardholder automatically receives 5 % back on the card, but not more than BGN 50 (fifty) for the
whole period of the promotion;

- A campaign, aimed at stimulating the mobile payments, “Pay with Visa with your mobile device”,
valid in the period 01.06.2022-31.08.2022. Only mobile payments with mobile devices (with a mobile
phone, a smart watch or other device) made in a contactless manner with a Visa card via a POS
terminal at trade shops in Bulgaria, allowing payments with Google Pay or Apple Pay, are considered
valid;

- A joint campaign with Mastercard, aimed at stimulating card payments in the Sofia City Transport. In
case of payment with a Mastercard debit or credit card in the period from 1.6.2022 to 30.11.2022 for
every BGN 10, paid with Mastercard in the city transport of Sofia, the cardholder receives back BGN
1, if he is among the first 8000 each month;

- A Mastercard campaign, aimed at stimulating payments with Premium Mastercard. Any cardholder of
Premium Mastercard®, who makes 5 or more transactions in one of the three stages from June 15th
to September 15th, including at a hotel, gas station, restaurant and travel agency in Bulgaria and/or
abroad participates in a prize lottery;

- A Visa campaign, aimed at business clients in the period 1.05.2022-31.07.2022. Upon payment
with a Visa Business debit or credit card for stay at a hotel abroad until 31 July, the cardholder
automatically receives 5 % back on the card, but not more than BGN 50 (fifty) for the whole period of
the promotion;

- A campaign, aimed at stimulating the mobile payments, “Pay with Visa with your mobile device”,
valid in the period 1.06.2022-31.08.2022. Only mobile payments with mobile devices (with a mobile
phone, smart watch or other device) made in a contactless manner with a Visa card via a POS
terminal at trade shops in Bulgaria, allowing payments with Google Pay or Apple Pay are considered
valid;

- The promotional campaign of CCB AD and Mastercard “Convert the everyday life into adventure”,
which took place in the period 1.07.2022-30.09.2022. The first 1000 clients each month until 30
September, who made 10 transactions with their Mastercard® card, receive back on their card BGN
30 cash back. The campaign includes payments in Bulgaria and abroad, at physical and virtual POS
with all personal Mastercard debit and credit cards;

- A Visa and Glovo campaign. From 1.07.2022 to 14.8.2022. In order to participate it is necessary for a
cardholder with a Visa card to register it at Glovo, to pay one order with it, in order to receive BGN 10
gift for the next order;

- Promotion of Mastercard, aimed at stimulating mobile payments with Mastercard cards, valid during
the period 15.08.2022-1511.2022. In order to participate, a cardholder with a Mastercard card is
required to make one or more mobile payments for at least BGN 100 with a Mastercard cards in
one of the three stages of the campaign by 15 November. At the end of the campaign a lottery
for Volkswagen ID electric van is being held. The first 5,000 participants each month, fulfilling the
condition of the campaign, will receive cash back in the amount of BGN 10. Each cardholder can
receive cash back only once within one period of the campaign;
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« A joint campaign of CCB and Visa for mobile payments in the period from 1.8.2022 to 30.9.2022. To
participate in the campaign, customers should digitise their Visa card from CCB, make at least one
mobile payment with the card and can win: holiday on the Maldives, an iPhone 13 or a smartwatch;

- A promotion of Mastercard & Metro — upon payment with a Mastercard card for at least BGN 50 in
all METRO stores until November 13, 2022, registration of the POS slip on the website of the store
and customers can win a prize related to sports, art, science or music, as well as a weekend trip with
sports, art, science or music professionals;

« A joint Visa promotion with Billa stores, valid from 1 October to 18 December 2022. Payments in Billa
stores give a chance to win one in five refrigerators or one in 100 branded bottles of Visa and Qatar
2022 (World Football Championship);

- A campaign for shopping and contactless payment in IKEA stores or online at www.IKEA.bg with a
Mastercard card for at least 50 BGN, between 1 November 2022 and 31 January 2023, customers
can win a prize — one out of 100 festive kits for the whole period,;

« When buying MacBook Pro 13,3, 256 GB, M2 chip, between 1 September and 11 November 2022
directly in iSTYLE stores or online at www.istyle.bg and payment with a Mastercard card you receive
a discount from the price of the device, amounting to BGN 150;

- A Visa promotion, from 15 November to 18 December 2022 for all payments in Bulgaria with Visa
debit and credit cards for individuals and legal entities, issued before 14 November 2022. Campaign
award — Kia Niro EV electric car;

« New travel opportunities for Premium and Business Mastercard cardholders — Mastercard® Airport
Security Fast Track Dragon pass — provides access to a network of recreational areas services in
over 70 airports around the world and a priority pass through airport inspections and check-in. The
price of Mastercard® Airport Security Fast Track varies between EUR 315 and EUR 17.
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CCB Club Loyalty Program

In 2021 the CCB Club programme maintained its sustainable development.

The CCB Club program includes 11 partners, who provide the following discounts:

- Bulgaria Air provides to clients an attractive discount of 5 % on the price of airplane tickets, to which
is added the discount for payment with the CCB-Bulgaria Air co-branded credit card. Clients highly
appreciate the preference, which is given in the form of free transport of additional luggage on each

flight of Bulgaria Air;

« Armeec insurance company AD provides the opportunity for the accrual of bonus points under the
program in combination with the use of various other discounts by the insurance company;

« Lukoil, due to the nature of its business, provides the highest frequency of bonus sales:

- CCB Club gold card— 4 % discount;

- CCB Club silver card— 3.5 % discount;

- CCB Club business card— 3.5 % discount;

- CCB Club standard card — the discount of 3 % is preserved;
- HomeMax chain stores — 5 % discount;
« COOQOP retail chain — 3 % discount;
« BM Market food chain— 3 % discount;
« Grand Optics & Joy Optics chain optics — 20 % discount;
« Frant men’s fashion stores — 10 % discount;
« Hush Puppies shoes stores— 5 % discount;
- Special Al proposals for CCB Club members;
At the end of 2022, the number of customers, participating in the CCB Club loyalty program, reached
578,831, with the bonus amount of sales exceeding BGN 58 million.
CCB Bonus Program
CCB AD continues to develop the CCB Bonus program. Its main purpose is to direct the Bank’s
cardholders to the trade shops of selected partners, where they have the opportunity to benefit from
special discounts. The CCB Bonus program is an important advantage for customers in the choice of a
bank, not only for credit, but also for debit cards. It is oriented towards stimulating card payments and
creating relationships of lasting partnership with both customers and merchants. The mobile version

of CCB Bonus enables customers to access the catalog via mobile devices and at any time to be
informed about trade shops, where they can benefit from the discount.
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CONSUMER AND MORTGAGE LENDING

The main priority in the activities of Central Cooperative Bank AD in 2022 was mortgage lending to
individuals, and in this segment CCB AD ranked on the 7th place in absolute volume of the portfolio.
The Bank continued attracting customers with a good profile and high income. The mortgage and
consumer loans market was characterized with increased activity dynamics, with banks greatly
improving the parameters of their products in order to attract new customers.

In 2022 the Bank emphasized the segmentation of customers and their division into several

target groups, for which to offer highly competitive offers. The Bank worked moderately actively to
attract corporate and institutional clients with attractive conditions for servicing the salaries of their
employees. The Bank relies on a personal approach and the offering of special, individual for the
distinct client parameters of the transaction. The Bank continued the offering of credit products

with special conditions for the employees of well-known and stable companies with which there is
no contract for the payment of salaries. The Bank’s employees maintain a close contact with key
employers in the different regions and periodically make presentations of the Bank’s products to the
employees.

The trend that began three years ago to increase the mortgage loans portfolio and preserve the
consumer loans portfolio continued. Retail lending conditions were updated and improved periodically
throughout the year. The focus of lending to individuals this year was mortgage loans.

In 2022 the Bank offered the following mortgage loans to individuals:

« “Home for you” — a residential mortgage, designed for the purchase and finishing of construction
works of new and existing real estates, as well as for the refinancing of mortgage loans for the
purchase of a home, granted by other banks. The maximum amount of the loan is up to BGN 300
000 or the equivalent in EUR and up to BGN 500 000 the equivalent in EUR for collateral, located
on the territory of the provinces — Sofia City, Plovdiv, Varna and Burgas, with a repayment term of up
to 30 years.

- “Opportunity” — mortgage loans, granted to finance current needs — repair and furnishing, holiday
expenses, education, family events, etc., as well as the refinancing of loans, granted by other banks.
The maximum amount of the loan is up to BGN 300 000 or the equivalent amount in EUR and up to
BGN 400 000 the equivalent amount in EUR for collateral, located on the territory of the provinces —
Sofia City, Plovdiv, Varna and Burgas, with a repayment term of 30 years.

Depending on the form of the credit instrument and the way of repayment, consumer lending
is divided into several main types of loans — consumer loans, goods on credit, credit cards and
overdraft of individuals.

« “Today” consumer loan — a loan, intended for individuals with a permanent employment contract
or persons, exercising a freelance profession, requiring high qualifications. The loan is granted to
clients, who receive their salary or part of it on an account with CCB AD. The maximum amount of
the loan is BGN 60 000 with a repayment term of up to 10 years. Depending on the amount of the
loan, the Bank may require the guaranteeship of individuals as collateral.
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« “Trust” consumer loan— consumer loan for civil servants and employees with an institutional
employer, as well as for employees of companies, approved in advance by the Bank. Borrowers
receive preferential terms from the Bank for this loan. The maximum amount of the loan is BGN 60
000, and the term is up to 10 years.

- “Asset” loan — intended for individuals, who carry out an economic activity and have income other
than the remuneration under the employment contract. The amount of the loan is up to BGN 50 000
and the term — up to 10 years.

. “Start” loan— it is intended for individuals. The amount of the loan is up to BGN 30 000 and the
term — up to 7 years

« Consumer loan for pensioners — intended for clients, whose income comes from pension. The
maximum amount of the loan is BGN 20 000 with a maximum term of 7 years and an additional
condition for the maximum age of the borrower on the maturity date.

- Consumer loan for students — a consumer loan, intended for students, who study in public or
private higher education institutions and are up to 35 years old at the time of applying for loan. The
maximum amount of the loan is BGN 20 000, and for the purpose of a traineeship or work abroad,
the amount is up to BGN 5 000. Borrowers are entitled to a grace period for the duration of their
studies, with the maximum term of the loan 5 years after the grace period. Student loans are offered
without state financial support.

« Consumer loan with cash collateral — it is intended for individuals, who for securing the granted loan
block amounts on an account with CCB AD, for which they conclude a pledge agreement, certified
by notary public on the date. The maximum amount is up to BGN 100 000 and the maximum term is
up to 5 years. The amount of the collateral should cover the full amount of principal and interest due
for at least 6 months, and in the case of collateral in a currency other than the currency of the loan,
there is an additional limiting condition — the loan, together with interest due for a 6-month period
should not exceed 90 % of the collateral.

- Overdraft Standard — intended for individuals, employed under an employment contract, whose
salary is paid on accounts with CCB AD. The maximum period is one year, with the possibility of an
automatic renewal. The maximum limit is BGN 5000 (up to four net monthly salaries). For employees
with an institutional employer and employees of approved private first-class companies, the
maximum limit is BGN 12,000 (up to four net monthly salaries).

- “Today” overdraft— it is intended for individuals, working under an employment relationship and their
profession requires high qualification and higher education and whose salary is paid on accounts
with CCB AD. The maximum period is 1 year, with the possibility of a renewal. The amount of the
overdraftis from BGN 5 000 to BGN 30 000, but not more than 15 net salaries. According to the
amount of the loan, a guaranteeship of one or two individuals is required.

« Trust Overdraft — intended for individuals — civil servants, employees of the Ministry, which has
concluded a contract with CCB AD for the transfer of the salaries of its employees to accounts with
the Bank or employees of companies that are correct and loyal clients of the Bank. The amount
of the overdraft is from BGN 5 000 to BGN 20 000, but not more than 15 net salaries. The Bank
requires as collateral the guaranteeship of one individual.
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- Overdraft with cash collateral — intended for individuals, who to secure the granted loan, block
amounts on an account with CCB AD, for which they conclude a pledge agreement, certified by
notary public on the date. The maximum amount is BGN 50 000 and the term is 1year, and there is a
possibility for renewal. The amount of the collateral is an amount equal to 100 % of the amount of the
limit and the interest due for 6 months, and in the case of a difference between the currency of the
loan and the currency of the collateral — 80 %.

As at 3112.2022 CCB provided new retail loans for BGN 402 million, of which:

- BGN 256.1 million new mortgage loans;
- BGN 145.9 million new consumer loans, credit cards and overdraft.

Newly granted mortgage and consumer loans for a period in million BGN

For the entire year 2020 For the entire year 2021 For the entire year 2022

PORTFOLIO: utilised utilised utilised
number number number

loans loans loans

MORTGAGE LOANS 1465 1477 2506 314.8 1894 25641

CONSUMER LOANS 9729 108.0 10188 136.2 8850 145.9

TOTAL 11194 255.6 12694 451.0 10744 402.0
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CCB Cyprus branch

In December 2005 the Bank obtained a banking license, issued by the Central Bank of Cyprus,

by virtue of which the Bank is authorized to perform banking operations as a legally licensed bank
branch on the territory of the Republic of Cyprus, in compliance with the requirements of the Cyprus
Banking Law. The Branch started its banking activities on the territory of Cyprus on 1 September 2007.
One of the main purposes of opening the first branch of the Bank overseas, apart from going abroad,
is to grasp the big Bulgarian community that lives and works on the island. Unofficial sources inform
that there are more than 30 000 Bulgarians in Cyprus at present. CCB Plc is a long established bank
with traditions, expertise and extremely good reputation and Bulgarians have complete trust in it.

The core competence of the Bank is retail banking. The Cyprus Branch offers maintaining and
transactions on current and deposit accounts in Euro, USD and BGN, transferring funds from the
Cyprus branch to the rest of the 271 locations in Bulgaria at the most favourable rate on the island,
granting of both consumer and mortgage loans to physical and legal persons, debit and credit cards,
payment of consumables in Bulgaria, payment to numerous suppliers of a variety of services in
Bulgaria, Internet banking facilities, cash in Bulgarian leva and others.

The Branch joined the local payment system JCC Transfer, as well as the check clearing house in
Cyprus, which allowed a broader assortment of services. Moreover, the wish of numerous clients who
would like to deposit their salaries into their accounts is a reality.

All staff are highly educated and speaking several languages, amongst which are Bulgarian, Greek,
English, Russian and Persian. Two of the staff have previous experience in serving the Cyprus

International Business Companies, which increases the array of offered services.

Last but not least, the Cyprus Branch is conveniently located at the main artery of Nicosia — Makarios
Avenue, which facilitates the clients, arriving from other towns and villages in Cyprus.
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INTERNATIONAL PAYMENTS

The outgoing and incoming customer wire transfers, the local payments in foreign currency and
the transit transfers (where neither the ordering customers, nor the beneficiaries are clients of CCB
Plc) are processed by a department at the Bank head-office, which consists of highly qualified
professionals, specialized in several directions:

- Transfers

- Documentary operations and trade finance

« Western Union

Credit transfers are the most common form of payment, used by clients individuals and by our
business clients. For their quality and efficient performance in 2022 the Bank maintained 16
correspondent Nostro accounts in 14 of the currencies most used by business and the population -
EUR, USD, GBP, CHF, DKK, SEK, NOK, JPY, CAD, PLN, CZK, RON, RUB, TRY and MKD. The
correspondent banks, where CCB maintains its Nostro accounts are some of the most reputable and
stable international financial institutions, including Bank of New York Mellon, New York, UniCredit
S.p.A., Milan, Landesbank Baden-Wuerttemberg, Stuttgart, PostFinance AG, Berne, Sumitomo Mitsui
Banking Corporation, Tokyo, DnB NOR Bank ASA, Oslo, PKO Bank Polski SA, Warsaw. Besides, by
virtue of special negotiations with Bank of New York Mellon, CCB effects transfers in over 120 rarely
used currencies, such as Australian and New Zealand dollars, Hungarian Forints, Chinese renminbi,
Indian rupee, Indonesian rupee, South African Rand, Israeli shekel, Korean Republic Won, Malaysian
ringgit, Philippine peso, etc.

Breakdown of the cross-border customer transfers at CCB Plc in 2022 according to currencies

Currency percentage share in. the percentage share in' the

value of transactions number of transactions
EUR 86.63% 91.66%
usD 1115% 3.24%
GBP 1.08% 1.82%
CHF 0.25% 0.44%
Scandinavian currencies 0.12% 2.22%
Other currencies 0.78% 0.62%

Besides via the classical correspondent banking channels, CCB Plc performs and receives its
customer transfers via several payment systems for EUR, in which the Bank has the statute of a direct
participant.

- Since February 2010 CCB Plc is a direct participant in the Trans-European Automated Real-time
Gross settlement Express Transfer system TARGET2.

« Since December 2020 CCB Plc is a direct participant in the Pan- European payment system for
SEPA credit transfers EBA STEP2, and became the second bank in Bulgaria with direct participation
in the biggest payment system for SEPA transfer in Europe. (Previously, since 2009 CCB Plc was an
indirect participant via a correspondent bank in the EURO Zone).
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- CCB PIc is a member of the local SEPA payment system for transfers in EUR BISERA7-EUR since its
inception at the beginning of 2010.

In October 2019 CCB joined the initiative of SWIFT “GPI — Global Payments Innovation” and in this
way it became the second bank in Bulgaria that implemented GPI. The integration of GPI within the
CCB system was the subsequent serious step for improving the speed and quality of the cross-
border transfers of the Bank’s clients. GPI provides additional possibilities for tracking the transfers
in real time, and also guarantees transparency with respect to the bank charges and FX rates in the
performance of the wire transfers via SWIFT.

Outgoing wire transfers at CCB Plc for 2022 according to
geographic regions

Regarding the outgoing customer transfers in foreign exchange in 2022 the most important countries
were Germany, Netherlands, North Macedonia, Lithuania, Greece, Spain, ltaly, Great Britain, Austria,
Belgium, France and Poland. During the year transfers were ordered to 108 countries.

The diagram below presents the share of the distinct geographic economic regions all over the world
with respect to the received transfers in terms of number and value.

Breakdown of the outgoing wire transfers according to number of transactions

@ 80.61% European Economic Area (EEA)
® 14.23% Countries in Europe outside EEA
® 2.58% North America

Asia

Africa

Australia and Oceania

South America

Breakdown of the outgoing wire transfers according to value of the transactions

@ 81.56% European Economic Area (EEA)
® 11.77% Countries in Europe outside EEA
® 4.20% North America

Asia

Africa

South America

Australia and Oceania
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Breakdown of the incoming wire transfers according to
number of transactions

The main countries for incoming customer transfers in 2022 were Germany, Netherlands, Belgium,
France, Spain, Great Britain, Austria, Italy, Ireland, Greece, Cyprus and Lithuania. In 2022 CCB
received customer transfers from 110 countries.

Breakdown of the incoming wire transfers according to number of transactions

® 90.74% European Economic Area (EEA)
® 6.77% Countries in Europe outside EEA
® 1.53% North America

Asia

Australia and Oceania

Africa

South America

Breakdown of the incoming wire transfers according to value of the transactions

® 56.51% European Economic Area (EEA)
® 35.45% Countries in Europe outside EEA
® 4.37% North America

Asia

Australia and Oceania

South America

Africa

The transactions concerning documentary operations (documentary LCs and documentary collections)
have significantly smaller share compared to the credit transfers, due to the greater complexity

and higher price. In 2022 our corporate clients many times used the services of the documentary
payments and trade finance department of CCB, which in addition to the quality processing of the
documentary transactions, provided expert consulting for import and export LCs and bank guarantees.

Since 2003 CCB Plc is a licensed agent for Bulgaria of the American company Western Union — one
of the global leaders in the fast money transfers. The Bank offers the services of Western Union in its
265 offices, and for its individual clients with checking accounts with CCB- also via the platform for
Internet banking. The Western Union money transfers enjoy great popularity among the population —
especially in the regions with great migration and for this reason in 2022 thousands of Bank clients
received and sent money from and to their relatives abroad at CCB locations.
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FINANCIAL MARKETS

In 2022 financial markets continued to be one of the important segments in the activity of CCB

Plc. The Bank affirmed its position as one of the most active banks on the interbank FX market and
banknote trade. Being a primary dealer of government securities on the domestic primary market,
CCB Plc. effects transactions on its behalf and at its expense and also at the expense of its clients. It
maintains excellent relationships with first class foreign banks and places a huge amount of deposits
on the Bulgarian and the international markets.

Foreign exchange

In the field of foreign exchange the Bank offers a number of products and consulting services

to investors and corporate clients, as well as to correspondent banks — spot, forward and swap
transactions, options, derivatives, hedging, etc. The Bank actively uses the existing FX lines from

big European banks. In 2022 CCB Plc continued to use the full capacity of its trading lines, provided
by leading financial institutions. The Bank has ISDA agreements with leading European financial
institutions, which make it possible for the Bank to provide a wider spectrum of services to its clients.

The Bank has lines for margin and netting trade with several leading financial and brokerage houses,
such as Sucden Financial, Man Financial and LaSalle Investment Management. In this way the Bank
gives the opportunity to its clients to trade on the international financial markets, concluding contracts
for margin trade. These lines allow the Bank to conclude speculative transactions at its expense upon
limited risk.

Securities

In 2022 CCB PIc continued to actively participate in the primary and secondary market of government
securities. In the commerce with government securities of leading importance to the Bank was the
acquisition of securities at higher yield, whereas income generating alternatives were sought. During
last year the Bank increased its portfolio of securities. Besides the commerce with government
securities, CCB PIc was active in the commerce with government bonds, issued by member countries
of the European Union.

Capital markets

CCB PIc has a full license of an investment intermediary since 1997 and offers the following investment
services:

« effecting orders for the purchase or sale of securities at the expense of clients or at its own expense;

« preparing prospectuses for initial public offering of securities;
- accepting securities issues.
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INFORMATION TECHNOLOGY

The Bank services its customers on the basis of contemporary banking information technologies. The
IT experts within CCB Plc endeavor to assist the business units to keep and extend the market share
of the Bank in the country and abroad. In 2022 the Bank information technologies were concentrated
on the following main aspects:

« Deploying the features of the centralized information system “AIS 2” used at CCB Plc, a development
of “Datamax” AD. Using the advantages of “AlS 27, the Bank offers to its customers complete bank
servicing. From intrabank payments in BGN and foreign currency in real time, international payments,
lending, card payments, depositing funds, payments between clients without the requirement for
customers to have opened bank accounts, etc, to participation on the stock exchange.

- Implementation of a system for analysis and generation of reports of the DWH data warehouse type.

- Development of a system for analyzing the clients’ behaviour and prevention of unregulated
payments AML.

« Development of the electronic channels for banking, including mobile banking and under PSD2.

« CCB PIcis a licensed agent of the Western Union fast money transfer system and there are over 200
positions for Western Union transactions within the Bank information network.

« CCB Plcis a licensed agent of the EasyPay fast money transfer system, whereas in the information
network of the Bank there are over 100 positions for working with EasyPay.

« CCB Plc is a registration operator of the Info notary universal electronic signatures system, whereas
in the information network of the Bank there are over 200 positions for working with Info notary.

« CCB Plc is an operator of the system for loyal clients “CCB Club”. In the system there are leading
companies from various sectors of the country economy.

- Increasing the average accessibility of the information services via an automatisation of the
processes for the services reserving.
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PERSONNEL

CCB PIc human resource is the main pillar for effecting the Bank policy and strategy. At the same
time via a proper selection, evaluation, qualification, payment and stimulation, the necessary staff is
provided for the performance of tasks with regard to the bank’s competitiveness. Considering the
specifics of the business of CCB Plc, the requirements to the quality of the work of the employees
are especially high with the aim of reaching the goals set by the Bank. The Bank management aims
at creating the conditions for improving the quality of personnel, the personnel professional growing
up and development. The ultimate goal is motivating qualified and loyal personnel, unsparing to the
objectives of the institution. High-quality experts with the necessary educational background and
linguistic qualification work at the Bank.

As at 3112.2022 the Bank branches of CCB Plc are 48, including a foreign branch in Cyprus. The Bank
representative offices and outlets are 245, compared to 247 as at 3112.2021.

The total staff number of CCB Plc as at 3112.2022 is 1783 people. In 2021 the total staff number was
1824 people.

The total number of staff at the head-office in 2022 is 439 people, compared to 443 people in 2021.
In 2022 the staff at the bank branches is 1344 people, compared to 1381 people in 2021.

As at 3112.2022 the total number of the employees /without cleaners, drivers and kitchen workers/ at
the head-office and the branches is 1754 people.

Within the Bank in 2022 the employees /without cleaners, drivers and kitchen workers/ at the age up
to 40 years old are 540 people or 30.8 % of the total number /without cleaners, drivers and kitchen
workers/. These are the employees at the most vital and creative age and with a certain potential for
results in work, also employees, working directly with clients of the Bank, for whom care and efforts
are rendered for their motivation for future work at the Bank.

The total number of Bank’s employees aged between 40 and 50 years old as at 3112.2022 is 591 or
33.7 %. The Bank’s employees above 50 years old are 623 or 35.5 %.

The employees /without cleaners, drivers and kitchen workers/ with bank work experience up to 5
years are 218 people or 12.4%. These are mainly employees, servicing clients and cashiers.

As at 3112.2022 the employees with work experience 5-15 years in the bank system are 816 people /
without security guards, cleaners, drivers and kitchen workers/ or 46.6 % of all employees, compared
to 899 in 2021. These are mainly management staff at the head-office and the branches, employees
of the head-office with methodological functions, managers and sales experts, loan officers, heads
front office and other employees with high bank qualification at the branches.

In 2022 the employees with work experience above 15 years in the bank system are 720 employees
or 41 % of the total bank staff.

CCB PIc pays special attention to the education of employees. The share of the employees /without
security guards, cleaners, drivers and kitchen workers/ with university education in all its degrees is
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especially big — 1300 people or 741 %. A basic approach upon appointing employees with the proper
education and high professionalism is the proper selection of candidates.

In 2022 the Bank employees women /without security guards, cleaners, drivers and kitchen workers/
are 1445 or 82.4 %. Among them 113 women are at managerial positions.

The financial stimulus is dominant in creating and maintaining the interest and motivation of
employees. With determining the remuneration at CCB Plc we aim at reaching even better relationship
between the labor results and the individual remuneration and stimulate the initiative and the ideas

of employees, reach better technological and employment discipline, as well as responsibility in the
performance of their work functions. The main aspects in determining the employment remuneration
consist of the objective evaluation of the labor of employees and determining their individual work
salaries. Under the CCB Social activities program since October 2022 the Bank provides food
vouchers to all employees, which is additional income and stimulus for them.

The long-term Concept for Training and Development of the Bank Personnel is the basis for carrying
out the training and qualification of employees. On these grounds we developed a Program for
Training and Qualifying Employees within the Bank System for 2022, with the following emphasis: loan
operations and credit risk, retail banking, international payments, card operations, money markets and
securities; information technologies, client servicing, sales skills, etc.

In 2022 training took place mainly online via the International Banking Institute, different centres for
qualification and training of staff, as well as other Bulgarian and international institutions. The Bank
employees participated in seminars with regard to the changed requirements of the European Union
in the field of banking and changes in the national legislation.
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BRANCH NETWORK

During last year, via the huge branch network, CCB Plc managed to offer competitive financial
products and services to its clients, not only in Bulgaria, but also in Cyprus. In 2022 the Bank put an
emphasis on increasing the efficiency and functionality of the built up network, the good servicing of
its clients and an easy access to the array of products.

Via its branch network the Bank aims to be at the disposal of its clients to a maximum extent, to be
able to provide to them convenient, quick and quality servicing.

Structural units 3112.2022 3112.2021 3112.2020

Bank locations 293 295 297

THE BANK IN THE FUTURE

Central Cooperative Bank Plc has always endeavored to increase the number of its clients via
maintaining an optimum level of risk and excellent financial results.

The goals of the Bank for the future are:
- Increasing the total assets of the Bank, respectively the market share.

- Development and streamlining the control systems and the systems harmonization with the changes
in the BNB regulations.

- Developing and defending the leadership position in the use of the most contemporary channels of
distributing the bank products.

- Streamlining and constant adaptation of the client model of the operative organization with the aim
of maintaining the high quality of the bank servicing.

- Optimizing the branch network of the Bank.

- Deploying the positions in retail banking. Increasing the volume and the relative share in the loan
portfolio of loans to individuals — consumer and mortgage loans.

- Deploying the operations with debit and credit cards. Profiting from the full membership and the
accepting rights in the two card associations — Mastercard and Visa International. Optimizing the
Bank network of POS terminals and ATMs. Defending the third place in the card business.

- Profiting from the synergy in rendering services to the insurance companies, the pension companies,

the health insurance companies and the investment companies from the group of Chimimport — the
main shareholder of the Bank.
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- Offering services and financing of projects of agricultural producers — under the programs of the
structural funds of EU.

« Deploying the volume of the loan portfolio of SMEs.
- Attracting the servicing of new budgetary and municipal structures and companies.
- Development of the subsidiary banks in the Republic of Macedonia and Russia.

- Increasing the qualification of the employees and streamlining the mechanisms for stimulating
employees.
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FINANCIAL REVIEW FOR 2022
MARKET SHARE AND POSITION OF CCB PLC*

According to the classification of BNB, Bulgarian banks are divided into three groups in terms of the
amount of the assets: the first group includes the first five banks with the biggest total assets, the
second group includes the next 19 banks, and the third group includes the branches of the foreign
banks in Bulgaria. At the end of 2022 in terms of total assets CCB Plc occupies the 7th place among
all banks, operating on the territory of Bulgaria.

As at 31.12.2022 the total assets of CCB Plc are BGN 7,794,503 thousand respectively. Compared to
the same period of last year the total assets increase by BGN 410,560 thousand or 5.56 %.

The table below presents the main financial highlights of CCB Plc:

Ratio CCB PIc
Return On Average Equity /ROaE/ 6.15%
'Return On Average Assets /ROaA/ 0.50%
Liquidity Coverage Ratio 390.88%
Total capital adequacy ratio 18.11%
Tier | capital adequacy ratio 17.42%

RISK MANAGEMENT

The system for risk management has preventative functions to prevent losses and control the amount
of losses and includes:

- policy for risk management;

- rules, methods and procedures for the evaluation and management of the risks;
- organizational structure for risk management;

- parameters and limits for making transactions and operations;

« procedures for reporting, evaluation, information and subsequent control of the risks.

The main principles within the policy of Central Cooperative Bank Plc for risk management are:
- the principle of sharing responsibilities among those who assume risk and those who manage risk;

« the precautionary principle, which assumes the reporting of the simultaneous occurrence of the most
unfavourable case for each of the risk weighted assets;

*source: data, published on the web site of BNB for supervisory purposes, as well as data of banks, participating in BISERA
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- the principle of managing risk at the source.

The organizational structure for risk management is centralized and has been structured according to
the levels of competence as follows:

- Management Board — determines the acceptable levels of risk of the Bank within the adopted
strategy for development;

- Specialised collective authorities — affirm the frameworks and parameters of the bank activity in
risk management;

- Executive Directors and Procurator — control the process of approval and implementation of
adequate policies and procedures within the Strategy for risk management, adopted by the Bank;

- Directors of the structural units at the bank — apply the adopted policy for risk management in
organizing the activity of the respective organizational units.

Risk concerns the probability for the factual revenues of a given investment not to correspond to
the expected revenues. The specifics of the banking necessitate the implementation of adequate
systems for the timely identification and management of the various types of risk. Of special
significance are the procedures for managing the risks, the mechanisms for maintaining risks in
acceptable boundaries, via an evaluation of the external and internal environment, optimum liquidity,
diversification of the portfolio, profitability of the operations. In the activity associated with risk
management, CCB PIc applies the new agreement Basel Il with the principally new requirements for
the management of credit risk and the capital coverage of operational risk.

Credit risk — the probability for the counterparty or borrower not to be able to perform the assumed
commitments under contracts with the bank under the conditions and terms specified in the contracts.
Detailed procedures are applied in the process of lending concerning the analysis of the economic
soundness of each project, the type of collateral, acceptable to the Bank, control over the use of the
advanced funds and the associated administration. Every month the Bank makes an evaluation of
the risk exposure, stemming from the loan portfolio, classifying and making provisions for loans in the
portfolio, according to the requirements of Ordinance N° 9 of BNB. The big loan exposures under
Ordinance N° 7 of BNB are subject to constant supervision and reporting. The Bank has adopted and
follows the compliance of limits for credit exposure according to regions and branches. The above
limits aim at limiting the concentration of the loan portfolio in one or another region and branch, which
could lead to an increased credit risk.

Liquidity risk — the probability of a difficulty in the payments due to a mismatch in time of the
incoming and outgoing cash flows. The Bank manages its assets and liabilities in a way, which
guarantees to it that it can regularly and without any delay perform its everyday commitments, in the
normal banking environment and in the conditions of a crisis.

Market risk — the probability of the occurrence of a loss for the Bank as a result of the unfavorable
change of the exchange rates, market prices and interest rates;

Operational risk — the probability of direct or indirect losses, stemming from the inadequate
functioning or termination of the activity of the processes, systems or staff, internal to the Bank.
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INCOME STATEMENT

In 2022 the net profit of Central Cooperative Bank Plc amounts to BGN 38,142 thousand. In 2021 an
audited net profit to the amount of BGN 26,218 thousand was realized.

Net profit
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The financial indicators for return on average equity and the return on average assets are 6.15 % and
0.50 % respectively. The total capital adequacy of the Bank is 18.11 %.

In 2022 the net interest income of CCB Plc remains the main source of income and it amounts to
BGN 126,698 thousand. The share of the net interest income in total income is 59.40%. The fees
and commissions income has a share of 21.23% in total income, and the income from securities
transactions with a share of 1.83 %. The other operating income to the amount of 4.10 % includes
income from dividend, cession contracts, the sale of fixed tangible assets, etc.

Income breakdown

® 59.40% Net interest income

® 21.23% Fees and commissions income

® 1.83% Income from securities transactions
® 4.10% Other operating income

Reintegrated provisions

The interest expenses in 2022 are to the amount of BGN 8,348 thousand, compared to their amount
of BGN 12,719 thousand in 2021. The decrease of these expenses amounts to - 34,36 %. The net fees
and commissions income increase compared to 2021 and reach BGN 54,682 thousand.
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At the end of 2022 there is a decrease in the realized net profit from transactions in securities, which
is to the amount of BGN 3,907.

The operating expenses of CCB Plc in 2022 increase by 7.59 % compared to their level at the end of
2021 and reach the absolute value of BGN 144,141 thousand.

The ratio operating expenses / total income decreases to 76.68% compared to 79.67% in 2021.

AN ANALYSIS OF THE ASSETS AND LIABILITIES

Assets

As at 31 December 2022 the book value of the assets of CCB Plc is BGN 7,794,503 thousand,
whereas a year earlier they amount to BGN 7,388,488 thousand. Compared to 31 December 2021 the
assets increase by BGN 406,015 thousand or 5.49 %.

The assets breakdown during last year has been reflected in the table below:

Assets breakdown

‘ ® 38.89% Loans and advances to customers, net

® 25.07% Cash and balances with the Central Bank

® 16.57% Debt instruments evaluated at amortised value

® /.23% Financial assets, evaluated at fair value in other comprehensive income
® 5.05% Receivables under repurchase agreements

Financial assets, evaluated at fair value through the profit or loss

Fixed assets

Placements with and advances to banks
® 0.63% Investments in subsidiaries
® 0.63% Assets with use right
® 0.60% Other assets

Investment properties

The cash and balances with BNB amount to BGN 1,954,354 thousand and are 25.07 % of total assets,
compared to 26.10 % in 2021. The funds with first-class banks, correspondent accounts and short-term
deposits have a weight of 1.01 % of the Bank assets, compared to 2.31 % a year earlier.

The investments in securities, including government securities, corporate bonds, shares and
compensation instruments are an instrument for improving the profitability of the Bank. Their amount
has 5.05 % of total assets, compared to 4.83 % in 2021. Central Cooperative Bank Plc maintains a
diversified portfolio, the main purpose of which is increasing the gains and profits from the traded
securities, as well as the provision of a high degree of liquidity.
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The greatest share in total assets have the loans and advances granted to clients. As at 31.12.2022
the loan portfolio of the Bank amounts to BGN 3,031,140 thousand, compared to BGN 2,888,459
thousand one year earlier. In 2022 total loans have 38.89 % of the assets, whereas a year earlier they
amount to 39.09 % of total assets. The Bank constantly aims at improving its market positions in retail
banking, as well as financing SMEs.

Breakdown of the loan portfolio according to the classification of credit risk

® 98.27% Standard exposures

® 1.73% Non-performing exposures

The quality of the loan portfolio is very good, the regular exposures are 98.27 %, and the non-
performing exposures have a share of 1.73 %.

As at 31.12.2022 the breakdown of the granted loans and advances to clients at amortised value has
been reflected in the table below, as follows:

Granted loans and advances to clients

® 43% Retail banking

® 31% Trade and finance

® 15% Construction
Agriculture and forestry
Transport and communications
Other
Industry

Liabilities

CCB Plc maintains a stable structure of the attracted funds, which allows it not to be dependent on
external financing.

As at 31.12.2022 the total liabilities of CCB Plc are BGN 7,148,515 thousand. They have 91.71 % of the
total liabilities, whereas their increase compared to the previous year is by 5.44 %.

The main source of attracted funds for CCB Plc are the attracted funds from other depositors —
individuals, companies and other institutions. Their amount reaches BGN 7,045,300 thousand, which
is 98.56 % of the total liabilities. In 2021 they were BGN 6,639,742 thousand.

The breakdown of the Bank liabilities has been illustrated in the following graph:
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Liabilities breakdown

® 98.56% Amounts owed to other depositors
® 0.83% Other liabilities
® 0.36% Issued bonds

® 0.25% Deposits from banks

Provisions for liabilities

The considerable share of the funds attracted from the population is an important and stable source
for the Bank. This is due to the strategy chosen by the Bank to concentrate on retail banking.

Shareholders’ equity

At the end of 2022 shareholders’ equity of CCB Plc amounts to BGN 645,988 thousand. The increase
in shareholders’ equity compared to the previous year is 6 % and is mostly the result of the capitalized
profit and the increased reserves. As at 31 December 2022 the issued, called and paid in share capital
of the Bank consists of 127,129,970 ordinary voting shares, with a nominal value of BGN 1 for each
share. The net profit in 2022 is to the amount of BGN 38,142 thousand, whereas at the end of 2021 it
was BGN 26,218 thousand.

Increase in shareholders’ equity and share capital
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During this year the Bank continues its present policy via capitalization of the profits to assist the
capital increase and its assets.
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Shareholders* equity

Central Cooperative Bank Plc is a public company, the share of which are traded on the Bulgarian
Stock Exchange since March 1999.
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BRANCH NETWORK OF CENTRAL COOPERATIVE BANK

Pernik Branch

4, Krakra Pernishki Str.
2300 Pernik

phone: +359 76 688 330

Pleven Branch

150, Vasil Levski Str.
5800 Pleven

phone: +359 64 882 310

Plovdiv Branch

5, Beethoven Str.

4000 Plovdiv

phone: +359 32 654 950

Plovdiv-Bulgaria Branch
31, Bulgaria Blvd.

4003 Plovdiv

phone: +359 32 92111

Razgrad Branch

7, Stefan Karadzha Str
7200 Razgrad

phone: +359 84 661290

Ruse Branch

1, Han Kubrat Sq.

7000 Ruse

phone: +359 82 826 070

Samokov Branch

33, Targovska Str.

2000 Samokov

phone: +359 722 68 910

Svishtov Branch

104, Tsar Osvoboditel Str.

5250 Svishtov
phone: +359 63161 251
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Sevlievo Branch

70, Stara planina Str.
5400 Sevlievo

phone: +359 675 85 050

Silistra Branch

1, G. S. Rakovski Str.
7500 Silistra

phone: +359 86 821236

Sliven Branch

1, Aleksander Stamboliyski Sq.

8800 Sliven
phone: +359 44 662 945

Smolyan Branch

1, Bulgaria Blvd.

1470 Smolyan

phone: +359 30162 163

Sofia City Branch

103, G. S. Rakovski Str.
1000 Sofia

phone: +359 2 9 266 114

Sofia West Branch

442, Pancho Vladigerov Blvd.
1359 Sofia

phone: +359 2 9 238 022

Sofia South Branch

23, Emine Str., Hipodruma District

1612 Sofia
phone: +359 2 8 188 081

Stara Zagora Branch
54, Kolyo Ganchev Str.
6000 Stara Zagora
phone: +359 42 220 369

Targovishte Branch
5, Vasil Levski Str.
7700 Targovishte
phone: +359 60169 111

Haskovo Branch

1, Skopie Str.

6300 Haskovo

phone: +359 38 607 830

Central Branch

18, Gurgulyat Str.

1463 Sofia

phone: +359 2 9 263 062

Head Office Branch

87, Tsarigradsko shose Blvd.
1113 Sofia

phone: +359 2 923 47 54

Cherno more Branch

17, Apolonia Str.

8130 Sozopol

phone: +359 550 26 372

Shumen Branch

13A, Slavyanski Blvd.
9700 Shumen

phone: +359 54 868 930

Yambol Branch

7, Osvobozhdenie Sq.
8600 Yambol

phone: +359 46 662 045

Nicosia (Cyprus)

69, Arch. Makarios Ill Ave.,
Tlais Tower

1070 Nicosia,Cyprus
phone: +357 22 447 757
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APPENDIX N°2: NOSTRO ACCOUNTS

Bank BIC Currency Account N°
UniCredit SPA, Milan UNCRITMM EUR 0995 172
Landesbank Baden-Wuerttemberg, Stuttgart SOLADEST EUR 2809474
The Bank of New York Mellon, New York, USA IRVTUS3N uUsbD 8901366536
PostFinance AG, Berne, Switzerland POFICHBE CHF 91-160-3
Iﬁgg”tg’rf d'\éi‘fVerk Mellon (International) IRVTGB2X GBP 3506738260
The Bank of New York Mellon, New York, USA IRVTUS3N CAD 8033062320
The Bank of New York Mellon, New York, USA IRVTUS3N DKK 8033062304
The Bank of New York Mellon, New York, USA IRVTUS3N SEK 8033062312
DnB NOR Bank ASA, Oslo DNBANOKK NOK 7001.02.05172
Sumitomo Mitsui Banking Corporation, Tokyo SMBCJPJT JPY 4280
PKO BANK POLSKI SA BPKOPLPW PLN PL09102000161201110000005877
Central Cooperative Bank AD Skopje CECBMK22 MKD BBAN

320-9100030020-62
T.C. ZIRAAT BANKASI AS., Ankara TCZBTR2A TRY 99902050-5001
Raiffeisen Bank SA, Bucharest, Romania RZBRROBU RON RO26RZBR8000000202309461
Raiffeisen Bank S.A., Prague RZBCCZPPXXX CZK 9010010852
JSCIC Bank CECBRU2K RUB 30111810000000000001
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INDEPENDENT AUDITORS’ REPORT
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INDEPENDENT AUDITORS’ REPORT

To the shareholders of Central Cooperative Bank AD

REPORT ON THE AUDIT OF THE SEPARATE FINANCIAL
STATEMENTS

Opinion

We have audited the accompanying separate financial statements of Central Cooperative Bank

AD (the “Bank”), which comprise the separate statement of financial position as at December 31,
2022, and the separate statement of profit and loss and other comprehensive income, the separate
statement of changes in equity and the separate statement of cash flows for the year then ended,
and notes to the separate financial statements, including significant accounting policies and other
explanatory information.

In our opinion, the accompanying separate financial statements present fairly, in all material respects,
the separate financial position of the Bank as at December 31, 2022, and its separate financial
performance and its separate cash flows for the year then ended in accordance with International
Financial Reporting Standards (,IFRS®), as adopted by the European Union (“EU”).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the separate financial statements section of our report. We are independent of the Bank in
accordance with the International Code of Ethics for Professional Accountants (including International
Independence Standards) of the International Ethics Standards Board for Accountants (IESBA Code)
together with the ethical requirements of the Independent Financial Audit Act (IFAA) that are relevant
to our audit of the separate financial statements in Bulgaria, and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code and the requirements of IFAA. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the separate financial statements of the current period. These matters were addressed
in the context of our audit of the separate financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.

4 @ Central Cooperative Bank

Our clients feel important



INDEPENDENT AUDITORS’ REPORT

Key audit matter

Impairment of loans and advances to
customers

Loans and advances to customers represent significant part
(39%) of Bank’s total assets as of December 31, 2022 and
their gross carrying amount is BGN 3,070,054 thousand and
accumulated impairment amounts to BGN 38,914 thousand.
The Bank applies impairment model based on the expected
credit losses in accordance with the requirements of IFRS

9 Financial Instruments (see note 3 and 8 to the separate
financial statements).

The measurement of impairment allowances for loans and
advances to customers requires Bank management to
exercise a significant level of judgment, especially in regard
identifying impaired receivables and assessing the amount
of loan impairment. To assess the amount of allowances for
expected credit losses, the Bank applies statistical models
with input parameters obtained from internal and external
sources.

In accordance with the requirements of IFRS 9 Financial
Instruments, the Bank distinguishes three stages of
impairment, where the criteria for classification to individual
stages are based on an assessment of the objective
characteristics of loans and the relevant debtors and
judgments of the Bank.

The classification of financial instruments to impairment
stages is a result of combination of quantitative and
qualitative factors.

The expected credit losses are calculated using available
historical data and expected future development
determined using macroeconomic indicators.

The statistical models used are based on the probability of
default (PD), the estimated amount of the loss given default
(LGD) and the exposure at default (EAD). Input data for the
model and the calculation logic and its comprehensiveness
depend on judgment of Bank management.

As described in note 8 to the separate financial
statements, the Bank has reported as at December 31,
2022 accumulated impairment on loans and advances to
customers amounting to BGN 38,914 thousand.

Due to:

1. the significance of the valuation of loans and advances to
customers for the separate financial statements

2. the fact that the assumptions in determining the
impairment allowances include significant estimates and
application of professional judgment

we identified impairment of loans and advances to

customers as a key audit matter.
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How our audit addressed the key audit matter

To address this matter our audit procedures,
among others, included:

« Understanding of the processes of calculation of
impairment of loans and advances to customers, applied
by the Bank.

« Assessment about the adequacy of the policies,
procedures and implemented controls in the process, in
order to design our procedures in such manner as to be
able to address the risks of material misstatement in this
area.

- Involvement in the audit of our experts in the areas, which
required specific expertise.

« Review of the quality of the historical data used in the
computation of the risk parameters.

On a sample of exposures we:

« Assessed the appropriateness of impairment methodology
and its application.

- Formed an independent expectation on the levels of
impairment allowances required by examining available
external and internal information. We have developed
independent expectation regarding impairment of loans
and advances to customers as at December 31, 2022
and comparison of this expectation to actual impairment
accounted by the management and reported in the
separate financial statements.

- Assessed the appropriateness of staging classification for
a sample of loans, taking into consideration whether there
are factors indicating a significant increase in credit risk.

« Applied our professional judgment to assess the inputs
used in the calculation of impairment losses and compared
our assessment to the estimates applied by the Bank.

« Analyzed the financial condition of the borrowers and
inquired about any breaches of contracts and/or changes
from the original terms and conditions of the contract.

« Analyzed the key assumptions and judgments of the
Bank’s management including assessment of the applied
scenarios, as well as expected cash flow recoveries.

« Considered the impact of the current and forecasted
economic conditions, the valuation of collaterals, and other
factors that may affect the recoverability of loans.

« Assessed the adequacy of management assumptions and
judgments related to macroeconomic variables and the
impact of the military conflict in Ukraine.

« Recalculated the impairment on a sample of exposures
based on the risk parameters resulted from the models.

We have assessed the completeness, appropriateness and
adequacy of the disclosures in the Bank’s separate financial
statements with regard to the measurement of loans and
advances to customers.
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Information other than the separate financial statements and
Auditors’ Report thereon

The Management Board of the Bank (“the Management”) is responsible for the other information. The
other information comprises the annual report on activities, the corporate governance statement, the
non-financial declaration and report on the implementation of the remuneration policy, prepared by
the management in accordance with Chapter Seven of the Accountancy Act, but does not include the
separate financial statements and our auditors’ report thereon.

Our opinion on the separate financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon, unless it is not specifically stated in our auditors’
report and to the extent it is specifically stated.

In connection with our audit of the separate financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with

the separate financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of Management and those, charged with
the governance of the separate financial statements

Management is responsible for the preparation and fair presentation of the separate financial
statements in accordance with IFRS as adopted by the EU, and for such internal control as
management determines is necessary to enable the preparation of separate financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the separate financial statements, management is responsible for assessing the Bank’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Bank
or to cease operations, or has no realistic alternative but to do so.

The Supervisory Board and the Audit Committee of the Bank (“Those charged with governance”) are
responsible for overseeing the Bank’s financial reporting process.

Auditors’ responsibilities for the audit of the separate financial
statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but

is not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
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if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

- ldentify and assess the risks of material misstatement of the separate financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

- Obtain an understanding of internal control relevant to the audit 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 Bank’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

- Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Bank’s ability to continue as a going concern.

If we conclude that a material uncertainty exists, we are required to draw attention in our auditors’
report to the related disclosures in the separate financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditors’ report. However, future events or conditions may cause the Bank to cease
to continue as a going concern.

- Evaluate the overall presentation, structure and content of the separate financial statements,
including the disclosures, and whether the separate financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the separate financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditors’ report unless law
or regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
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We are jointly responsible for the performance of our audit and the audit opinion expressed by us,

in accordance with the requirements of the IFAA, applicable in Bulgaria. In accepting and performing
the joint audit engagement, in respect to which we are reporting, we have considered the Guidelines
for Performing Joint Audits, issued on June 13, 2017 by the Institute of Certified Public Accountants in
Bulgaria and the Commission for Public Oversight of the Registered Auditors in Bulgaria.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

Reporting in relation to the compliance with the electronic format of the separate financial statements,
included in the annual separate financial report on activities under Art. 100m, para 4 of the Public
Offering of Securities Act (POSA) with the requirements of the European Single Electronic Format
(ESEF) Regulation

In addition to our reporting responsibilities according to ISAs described in the section above “Auditors’
Responsibilities for the Audit of the separate financial statements”, we performed the procedures in
accordance with the “Guidelines on the issuing of audit opinion with respect to the application of the
European Single Electronic Format (ESEF) to the financial statements of companies which securities
are admitted to trading on a regulated market in the European Union (EU)” by the Professional
Organization of the Registered Auditors in Bulgaria - Institute of Certified Public Accountants (ICPA)“
These procedures are related to the verification of the structure and whether the human readable
part of this electronic format corresponds to the audited separate financial statements and issuing

an opinion on the compliance of the electronic format of the Bank’s separate financial statements for
the year ending on December 31, 2022, attached in the electronic file ,5299002142DS50NT5540-
20221231-BG-SEP.xhtml“, with the requirements of the Commission Delegated Regulation (EU)
2019/815 from 17 December 2018 supplementing Directive 2004/109 / EC of the European Parliament
and of the Council by means of regulatory technical standards to define the European Single
Electronic Format for reporting (“ESEF Regulation”). Based on these requirements, the electronic
format of the separate financial statements included in the annual separate financial report on
activities under Art. 100m, para. 4 of POSA, should be presented in XHTML format.

The Management of the Bank is responsible for the application of the requirements of the ESEF
Regulation in preparing the electronic format of the financial statements in XHTML.

Our report covers only the electronic format of the separate financial statements, attached in the
electronic file “6299002142DS50NT5540-20221231-BG-SEP.xhtml“ and does not cover the other
information, included in the annual separate financial report on activities under Art. 100m, para. 4 of
the POSA.

Based on the procedures performed in our opinion, the electronic format of the separate financial
statements of the Bank for the year ended December 31, 2022, contained in the attached electronic
file “6299002142DS50NT5540-20221231-BG-SEP.xhtml%, has been prepared in all material respects
in accordance with the requirements of the ESEF Regulation.
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Additional matters, required to be reported by the
Accountancy Act and Public Offering of Securities Act

In addition to our reporting responsibilities according to ISAs described in section “Information Other
than the separate financial statements and Auditors’ Report Thereon”, with respect to the annual
report on activities, the corporate governance statement, the non-financial declaration and report on
the implementation of the remuneration policy, we have also performed the procedures, together
with the required under ISA, in accordance with the “Guidelines regarding new extended reports and
communication by the auditor” of the Professional Organization of Registered Auditors in Bulgaria -
Institute of Certified Public Accountants (ICPA). These procedures include tests over the existence,
form and content of the other information in order to assist us in forming an opinion as to whether
the other information includes the disclosures and reporting as required by Chapter Seven of the
Accountancy Act and the Public Offering of Securities Act (Art. 100m, paragraph 10 of POSA in relation
to Art. 100m, paragraph 8, p. 3 and 4 of POSA, as well as Art. 100m, paragraph 13 of POSA in relation
to Art. 116c, paragraph 1 of POSA), applicable in Bulgaria.

Opinion under Art. 37, paragraph 6 of the Accountancy Act
Based on the procedures performed, in our opinion:

- The information included in the annual report on the activities for the financial year for which the
separate financial statements have been prepared, is consistent with the separate financial statements.

- The separate annual report on the activities has been prepared in accordance with the requirements
of Chapter Seven of the Accountancy Act and of Art. 100m, paragraph 7 of the Public Offering of
Securities Act.

- The information required by Chapter Seven of the Accountancy Act and Art. 100m, paragraph 8 of
the Public Offering of Securities Act is presented in the corporate governance statement covering
the financial year for which the separate financial statements have been prepared.

- The non-financial Declaration, covering the financial year for which the separate financial statements
have been prepared, has been provided and prepared in accordance with the requirements of
Chapter Seven of the Accountancy Act.

- The report on the implementation of the remuneration policy, covering the financial year for which the
separate financial statements have been prepared, has been provided and meets the requirements
defined in the Ordinance referred to in Art. 116¢, paragraph 1 of the Public Offering of Securities Act.

Opinion under Art. 100m, paragraph 10 in relation to Art. 100m,
paragraph 8, p. 3 and 4 of the Public Offering of Securities Act

Based on the procedures performed and as a result of the acquired knowledge and understanding

of the Bank and the environment in which it operates, acquired during our audit, in our opinion, the
description of the main features of the Bank’s internal control and risk management systems in relation
to the financial reporting process as part of the annual report on activities (as element of the content
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of the corporate governance statement) and the information under Art. 10, paragraph 1, letter “c”, “d”,
“f”, “h” and “i” of the Directive 2004/25/EC of the European Parliament and of the EU Council of April
21, 2004 related to takeover bids, included in the corporate governance statement do not contain
cases of material misrepresentations.

Additional reporting in relation to the audit of the separate
financial statements under Art. 100m, paragraph 4, p. 3 of the
Public Offering of Securities Act

Reporting in relation to Art. 100m, paragraph 4, p. 3, I. “b” of the Public Offering of Securities Act

Information on related party transactions is disclosed in Note 37 to the accompanying separate
financial statements. Based on the procedures performed on related party transactions in the context
of our audit of the separate financial statements as a whole, nothing has come to our attention
indicating that the related party transactions are not disclosed in the accompanying separate financial
statements for the year ended December 31, 2022, in all material respects, in accordance with

the requirements of IAS 24 Related Party Disclosures. We have considered the results of our audit
procedures on related party transactions in forming our opinion on the separate financial statements
as a whole and not for the purpose of providing a separate opinion on the related party transactions.

Reporting in relation to Art. 100m, paragraph 4, p. 3, I. “c” of the Public Offering of Securities Act

Our responsibilities for the audit of the separate financial statements described in section “Auditors’
Responsibilities for the Audit of the separate financial statements” include evaluating whether

the separate financial statements represent the underlying transactions and events in a manner
that achieves fair presentation. Based on the procedures performed on the material transactions
underlying the separate financial statements for the year ended December 31, 2022, nothing has
come to our attention indicating any instances of material unfair presentation and disclosure under
the applicable IFRS as adopted by the European Union. We have considered the results of our audit
procedures on the material transactions underlying the separate financial statements in forming

our opinion on the separate financial statements as a whole and not for the purpose of providing a
separate opinion on these material transactions.

Additional reporting related to Ordinance 58/2018 of the
Financial Supervisory Commission (FSC)

Statement in connection with Art. 11 of Ordinance No 58/2018 of FSC outlining the requirements
for protection of the customers’ financial instruments and cash, for product management and for
providing or receiving considerations, commissions, other cash and non-cash benefits

Based on the performed audit procedures and the acquired knowledge for and understanding of
the activity of the Bank (“Investment intermediary”) in the context and the course of our audit of its
separate financial statements as a whole, the established and applied organization related to the
keeping of clients’ assets complies with the requirements of Art. 3-10 of Ordinance 58 of FSC and Art.
92-95 of Markets in Financial Instruments Act regarding the Investment intermediary’s activity.
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Reporting in accordance with Art. 10 of Regulation (EU) No
537/2014 in connection with the requirements of Art. 59 of the
Independent Financial Audit Act

In accordance with the requirements of the Independent Financial Audit Act in connection with Art. 10
of Regulation (EU) No 537/2014, we hereby additionally report the information stated below.

- Deloitte Audit OOD and Grant Thornton OOD were appointed as statutory auditors of the separate
financial statements of the Bank for the year ended December 31, 2022 by the general meeting of
shareholders held on June 28, 2022 for a period of one year.

- The audit of the separate financial statements of the Bank for the year ended December 31, 2022
represents twenty-fifth total consecutive statutory audit engagement for that entity carried out by
Deloitte Audit OOD and sixth total consecutive statutory audit engagement for that entity carried out
by Grant Thornton OOD.

- We hereby confirm that the audit opinion expressed by us is consistent with the additional report,
provided to the Bank’s audit committee, in compliance with the requirements of Art. 60 of the

Independent Financial Audit Act.

« We hereby confirm that no prohibited non-audit services referred to in Art. 64 of the Independent
Financial Audit Act were provided.

- We hereby confirm that in conducting the audit we have remained independent of the Bank.
- For the period to which our statutory audit refers, we have not provided other services to the Bank

in addition to the statutory audit, which have not been disclosed in the Bank’s separate report on the
activities or separate financial statements.

On behalf of Deloitte Audit OOD On behalf of Grant Thornton OOD

.....

Rositsa Boteva e Zornitza Djambazka
Statutory Manager Registered Auditor, responsible for the audit
Registered Auditor, responsible for the audit

Mariy Apostolov

Statutory Manager

103, Al. Stambolijski Blvd 26, Cherni Vrah Blvd.
1303 Sofia, Bulgaria 1421 Sofia, Bulgaria
May 30, 2023
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SEPARATE STATEMENT
OF FINANCIAL POSITION

SEPARATE STATEMENT OF FINANCIAL POSITION

ASSETS Note  Asof 3112.2022 As of 3112.2021 As of 01.01.2021
Restated Restated
Cash and balances with the Central Bank 4 1,954,354 1,927,865 1,881,446
Placements with and advances to banks 5 78,584 170,300 182,350
Receivables under repurchase agreements 6 393,249 356,982 359,672
Financial assets at fair value through profit or loss 7 208,270 302,045 276,698
Loans and advances to customers 8 3,031,140 2,888,459 2,556,846
Other assets 9 46,980 45,780 42,923
Financial assets at fair value through other 10
comprehensive income 563,481 857,786 714,737
Debt instruments at amortised cost 1 1,291,829 631,021 420,668
Investments in subsidiaries 12 49,416 49,416 49,416
Non-current tangible and intangible assets 13 104,852 85,256 86,673
Right-of use assets 14 48,851 55,327 55,330
Investment property 15 23,497 18,251 18,632
TOTAL ASSETS 7,794,503 7,388,488 6,645,391
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Deposits from banks 16 17,686 52,840 66,092
Amounts owed to other depositors 17 7,045,300 6,639,742 5,909,095
Issued bonds 18 25,450 25,450 25,451
Provisions for liabilities 19 454 688 978
Other liabilities 20 59,625 60,916 56,299
TOTAL LIABILITIES 7,148,515 6,779,636 6,057,915
SHAREHOLDERS’ EQUITY
Issued capital 211 127,130 127,130 127,130
Premium reserve 21.2 110,470 110,470 110,470
Other reserves, including retained earnings 213 359,451 333,232 312,768
Revaluation reserve 214 10,795 11,802 16,728
Profit for the year 38,142 26,218 20,380

TOTAL SHAREHOLDERS’ EQUITY 645,988 608,852 587,476

TOTAL LIABILITIES AND SHAREHOLDERS’
EQUITY

7,794,503 7,388,488 6,645,391

All amounts are in thousand Bulgarian Levs, unless otherwise stated.

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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These separate financial statements have been approved by the Management Board and signed on behalf of Central
Cooperative Bank AD on May 30, 2023 by:

/W
Georgi Kostov 8 Nikola Kedev / Sava Stoynov @7

Executive Director Executive Director Executive Director

Tihomir Atanassov % Yordan Hristov

Procurator Chief Accountant

With Auditors’ Report
Deloitte Audit OOD, audit company, Reg. l}lo 033 Grant Thornton OOD, audit company, Reg. No 032

Rositsa Boteva

Statutory Manager
Registered Auditor,
responsible for the augiit: =¥

Zornitza Djambazka
Registered Auditor,
responsible for the audit

Mariy Apostolov
Statutory Manager

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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SEPARATE STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

SEPARATE STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

Year ended 3112.2022 Year ended 31.12.2021

Note

Restated
!nterest income, calculated using the effective 29 134.914 17,889
interest method
Other interest income 22 132 196
Interest expense 22 (8,348) (12,719)
Net interest income 126,698 105,366
Fees and commissions income 23 73,724 66,698
Fees and commissions expense 23 (19,042) (15,099)
Net fees and commissions income 54,682 51,599
Gains from transactions with securities, net 24 3,907 8,115
Foreign exchange losses, net 25 (6,072) (2,122)
Other operating income, net 26 8,738 5,692
Operating expenses 27 (144,141) (133,967)
Reversed provisions for liabilities 234 291
Credit loss expense on financial assets 28 (2,606) (6,513)
Profit before taxes 41,440 28,461
Income tax expense 29 (3,298) (2,243)
PROFIT FOR THE YEAR 38,142 26,218
Other comprehensive loss
Items reclassified to profit or loss:
Losses on debt |n§truments at fair value through 214 (25,483) (4,982)
other comprehensive income, net of taxes
Items not reclassified in the profit or loss:
Revaluation of non-financial assets, net of taxes 214 22,182 -
Gains on equity |n§truments at fair value through 214 2300 210
other comprehensive income, net of taxes
Revaluation of payables under defined benefit plans 214 (6) (154)
Total other comprehensive loss (1,007) (4,926)
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR 37,135 21,292
Earnings per share
Earnings per share (in BGN) 30 0.30 0.21
Diluted earnings per share (in BGN) 30 0.29 0.20

All amounts are in thousand Bulgarian Levs, unless otherwise stated.

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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These separate financial statements have been approved by the Management Board and signed on behalf of Central
Cooperative Bank AD on May 30, 2023 by:

/W
Georgi Kostov 8 Nikola Kedev / Sava Stoynov @7

Executive Director Executive Director Executive Director

Tihomir Atanassov % Yordan Hristov

Procurator Chief Accountant

With Auditors’ Report
Deloitte Audit OOD, audit company, Reg. l}lo 033 Grant Thornton OOD, audit company, Reg. No 032

Rositsa Boteva

Statutory Manager
Registered Auditor,
responsible for the aught: s

Zornitza Djambazka
Registered Auditor,
responsible for the audit

Mariy Apostolov
AT Gﬁ“?‘?é Statutory Manager

i
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i}

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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SEPARATE STATEMENT OF CASH FLOWS

SEPARATE STATEMENT OF CASH FLOWS

Year ended 31.12.2022 Year ended 3112.2021
Restated

Cash flows from operating activities:
Profit before taxes 41,440 28,461
Change in operating assets
(Increase)/ decrease in receivables on repurchase (36,357) 2,689
agreements
Decrease/ (increase) in financial assets at fair value 96,006 (17,513)
through profit or loss
Decrease/ (|ncrea§e) qfﬁnanaal assets at fair value in 294,305 (150,472)
other comprehensive income, net
Increase in loans and advances to customers (145,293) (335,788)
Reclassification of investment property (1,017) -
Incrgqse in revaluation of buildings, used in banking (22182) )
activities
Increase in other assets (1,200) (2,857)

Total change in operating liabilities 184,262 (503,941)

Change in operating liabilities:

Decrease in deposits from banks (35,155) (13,252)
Increase in amounts owed to other depositors 405,559 730,647
Changes in liabilities for provisions (234) (291)
Increase in other liabilities 4,003 2,504

Total change in operating liabilities 374,173 719,608

Other non-cash transactions, included in profit before

tax
Net gain from investing activities (2,231) (7,834)
Change in fair value of investment property (4,229) 381

Decrease of adjustment for impairment of loans and
advances to banks

Increase of adjustment for impairment of repurchase

transactions 90 !
Increase of adJ.ustment for impairment of loans and 2612 4175
advances to clients
Increase of adjustment for impairment of financial assets

’ 24 432
at amortised cost
(Decrease)/ increase of adjustment for impairment of
financial assets at fair value through other comprehensive (13) 1,908
income
Change in provision of liabilities 234 291
Depreciation and amortization 21,327 23,829
Changes in the carrying amount of assets written-off (418) (539)
Effects from amortization of financial liability - 0]

Total other non-cash transactions, included in profit

before tax 17,289 22,640

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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SEPARATE STATEMENT OF CASH FLOWS (CONTINUED)

Change in deferred taxes (2,867) (42)
Income tax paid (1,872) (1,868)
NET CASH FLOW FROM OPERATING ACTIVITIES 612,425 264,858

Cash flows from investing activities:

Acquisition of financial assets at amortised cost, net (660,832) (210,785)
Payments for purchase of non-current assets (3,704) (6,739)
Proceeds from sale of non-current assets 405 624
NET CASH FLOWS USED IN INVESTING ACTIVITIES (664,131) (216,900)

Cash flows from financing activities:

Interest paid on issued bonds (Note 33) (699) (698)
Lease payments (Note 33) (12,807) (12,891)
NET CASH FLOWS USED IN FINANCING ACTIVITIES (13,506) (13,589)
CHANGE IN CASH AND CASH EQUIVALENTS, NET (65,212) 34,369
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF

THE YEAR 2,095,231 2,060,862
CASH AND CASH EQUIVALENTS AT THE END OF YEAR 2,030,019 2,095,231

Operating cash flows, related to interest and

commissions Year ended 31.12.2022 Year ended 31.12.2021
Proceeds from interest 144,053 1M1,143
Interest payments (13,170) (11,409)
Proceeds from commissions 73,724 66,698
Payments for commissions (19,042) (15,099)

All amounts are in thousand Bulgarian Levs, unless otherwise stated.

These separate financial statements have been approved by the Management Board and signed on behalf of Central
Cooperative Bank AD on May 30, 2023 by:

W
Georgi Kostov ) Nikola Kedev Sava Stoynov
Executive Director Executive Director Executive Director
%’ _
Tihomir Atanassov Yordan Hristov

Procurator Chief Accountant

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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SEPARATE STATEMENT OF CASH FLOWS
(CONTINUED)

With Auditors’ Report
Deloitte Audit OOD, audit company, Reg. I}Io 033 Grant Thornton OOD, audit company, Reg. No 032
/

Rositsa Boteva

Statutory Manager
Registered Auditor, ,
responsible for the aught:x

Zornitza Djambazka
Registered Auditor,
responsible for the audit

\ per Mariy Apostol
" e A o ariy Apostolov
e i, ; :
™ ' 355?};@'{ G&@'ﬁﬁ:f/ Statutory Manager
T T

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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OF CHANGES IN EQUITY

SEPARATE STATEMENT OF CHANGES IN EQUITY

Other reserves,

Issued Premium Revaluation Profit for

A including Total
capital reserve A q reserves the year
retained earnings

BALANCE AS OF
JANUARY 1, 2021 127,130 110,470 308,968 16,728 20,380 583,676
Effect of changg in ) ) 3.800 _ ) 3.800
accounting policy (note 3.5)
BALANCE AS OF J
ANUARY 1, 2021 (restated) 127,130 110,470 312,768 16,728 20,380 587,476
Profit for the year - - - - 26,218 26,218
Other comprehensive loss ) _ ) (4,926) ) (4,926)
for the year
TOTAL COMPREHENSIVE
INCOME FOR THE YEAR : : : (E228) gezis g2
Tran;fer of proflt from . ) 20,380 ) (20,380) )
previous periods
Other movements - - 84 - - 84
BALANCE AS OF
DECEMBER 31, 2021 127,130 110,470 333,232 11,802 26,218 608,852
Profit for the year - - - - 38142 38142
Other comprehensive loss ) ) ) (1,007) ) (1,007)

for the year

TOTAL COMPREHENSIVE (1,007) 38142 374135

INCOME FOR THE YEAR

Transfer of profit from

previous periods and other - - 26,219 - (26,218) 1
movements
BALANCE AS OF 127130 110,470 359,451 10,795 38,142 645,988

DECEMBER 31, 2022

All amounts are in thousand Bulgarian Levs, unless otherwise stated.

These separate financial statements have been approved by the Management Board and signed on behalf of Central
Cooperative Bank AD on May 30, 2023 by:

/W
Georgi Kostov \) Nikola Kedev / Sava Stoynov @7

Executive Director Executive Director Executive Director

—
Tihomir Atanassov % Yordan Hristov

Procurator Chief Accountant

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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With Auditors’ Report
Deloitte Audit OOD, audit company, Reg. I}Io 033 Grant Thornton OOD, audit company, Reg. No 032
/

Rositsa Boteva

Statutory Manager
Registered Auditor, ,
responsible for the aught:x

Zornitza Djambazka
Registered Auditor,
responsible for the audit

\ per Mariy Apostol
" e A o ariy Apostolov
e i, ; :
™ ' 355?};@'{ G&@'ﬁﬁ:f/ Statutory Manager
T T

The accompanying notes from 1to 39 are an integral part of these separate financial statements.
This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail.
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NOTES TO THE SEPARATE
FINANCIAL STATEMENTS

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
1. CORPORATE INFORMATION

Central Cooperative Bank AD, Sofia (the “Bank”) is a joint stock company established in 1991, UIC
831447150, seat and management address at 87, Tsarigradsko shose, Sofia 1086, Bulgaria.

The Bank’s activities and operations are governed by the Law on Credit Institutions. The Bank
currently operates under a banking license issued by the Bulgarian National Bank (BNB), pursuant to
which it may accept deposits in local and foreign currency, extend loans in local and foreign currency,
open and maintain nostro accounts in foreign currency abroad, deal with securities and foreign
currency and perform all other banking activities and transactions, permitted by the Law on Credit
Institutions.

In December 2005 the Bank obtained a bank license, issued by the Central Bank of Cyprus, under
which the Bank is authorized to perform bank activity through a legally licensed bank branch on the
territory of the Republic of Cyprus, in compliance with the requirements of the Cyprus Law on Banks.
The Bank started its banking activity on the territory of Cyprus in 2007 through its bank branch.

The Bank is a public entity and is listed on the Bulgarian Stock Exchange AD with BSE code CCB
(4CF). The Bank is a member of the European Association of Cooperative Banks. The Bank has a
primary dealer status for transactions with Bulgarian government securities.

The Bank provides services as investment intermediary under the provisions of the Public Offering of
Securities Act (POSA). As an investment intermediary, the Bank complies with specific requirements
for protection of clients’ interests under the Markets in Financial Instruments Act (MFIA) and Ordinance
38 issued by the Financial Supervision Commission (FSC). The Bank implements organization related
to the conclusion and execution of contracts with customers involving requesting customer data,
keeping records and clients’ assets in accordance with the reporting requirements for keeping

clients’ assets under art. 122-126 of Ordinance 38/21.05.2020 on the Requirements to the Activities

of Investment Intermediaries and Chapter ll, art. 3-10 of Ordinance 58 as of 28.02.2018 outlining the
requirements for protection of the customers’ financial instruments and cash, for product management
and for providing or receiving considerations, commissions, other cash and non-cash benefits.

As of December 31, 2022 the Bank’s operations are conducted through a head-office located in Sofia,
Bulgaria, 47 branches and 245 remote offices throughout the country and one branch in the Republic
of Cyprus.

The ultimate parent company of the Bank, whose shares are listed on the Bulgarian Stock Exchange
AD, is Chimimport AD — a public entity.

All amounts are in thousand Bulgarian Levs, unless otherwise stated.

@ @ Central Cooperative Bank

Our clients feel important



NOTES TO THE SEPARATE
FINANCIAL STATEMENTS

2. BASIS FOR PREPARATION OF THE SEPARATE FINANCIAL
STATEMENTS

2. General framework for financial reporting

Tcoidhese financial statements are separate financial statements prepared for the year ended
December 31, 2022. These separate financial statements have been prepared for general purposes
under the going concern principle.

The Bank’s functional currency is Bulgarian lev. The amounts in the separate financial statements are
stated in thousand Bulgarian levs (BGN’00O0).

The separate financial statements of the Bank have been prepared in accordance with the
International Financial Reporting Standards (IFRS), developed and published by the International
Accounting Standards Board (IASB) and approved by the European Union (EU) (IFRS as approved by
the EU). Within the meaning of para. 1, item 8 of the Supplementary Provisions to the Accountancy
Act, applicable in the Republic of Bulgaria, the term “IFRS as approved by the EU” stands for the
International Accounting Standards (IAS), adopted in compliance with Regulation (EC) No 1606/2002
of the European Parliament and of the Council.

The Bank controls the subsidiaries Central Cooperative Bank AD Skopje, the Republic of Macedonia
and CCB Assets Management EAD, Sofia, the Republic of Bulgaria.

These financial statements are separate financial statements. The Bank also prepares consolidated
financial statements in accordance with IFRS, developed and published by IASB and approved by
the EU, where the investments in subsidiaries are reported and disclosed in accordance with IFRS
10 Consolidated financial statements and which will be published after the date of issuance of these
separate financial statements.

2.2. Basis for preparation

The separate financial statements are prepared under the historical cost, modified with the fair
value of financial assets and liabilities at fair value through profit or loss, and at fair value through
other comprehensive income, as well as fair value of investment property and revalued amount
of buildings, used in banking activities. All other financial assets and liabilities are measured at
amortised cost or at cost.

Macroeconomic framework, Covid-19 and the military conflict in Ukraine

The economic environment in 2022 has been shaped by the recovery from the Covid-19 pandemic,
the war in Ukraine, the sharp rise in prices and the reversal of the interest rate cycle. Due to the
recovery from the Covid-19 pandemic and the war in Ukraine, oil and commodity prices have risen.
The war in Ukraine caused new interruptions and restrictions on a global scale on the supply of
goods, food and raw materials, which caused further price increases.

Inflation with subsequent monetary tightening and the energy crisis are the basis of the economic
slowdown in the European Union in the last quarter. Pressure on prices intensified and widened
in 2022, with inflation hitting record highs for the recent decades. Key central banks have begun
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tightening after a very long period of loose monetary policy. In July 2022, the European Central Bank
(ECB) raised the deposit facility rate from minus 0.50% to 0%, making the deposit facility rate non-
negative for the first time since 2013. With decisions from September, November and December, the
interest rate on the deposit facility reached 2%. The ECB also decided to increase the rate from 0% to
2.50% for refinancing operations.

The Bulgarian economy slowed down its growth after the middle of 2022 and the annual growth
decreased quarter by quarter as follows 3.7%, 4.3%, 3.1% and 2.1%. Under the influence of external
demand, the recovery of the Bulgarian economy in the first half of 2022 exceeded expectations. At
the end of 2022, the share of government debt to GDP is 22.9% (2021: -23.4%), and according to
preliminary data, the budget deficit on an accrued basis is 2.9%. The labor market in the country is
stable with a low unemployment rate of 4.7%.

Bulgaria has an open economy and inflationary processes are rapidly entering, with the annual
change in harmonised index of consumer prices (HIPC reaching a peak of 15.6% in September
2022, and as of December it was 14.3%. The consumer price index, reflecting the specific Bulgarian
consumer basket, for these periods was 18.7% and 16.9%, respectively. The Bulgarian government
implemented measures to help households and businesses mitigate the energy shock.

The long-term credit rating for Bulgaria of SP Global Ratings agency is BBB with a stable outlook,
confirmed in November 2022.

In 2022, the Covid-19 pandemic has gradually subsided and its economic consequences are being
overcome. As of December 31, 2022 the deferral period for all loans for which there was a deferral
under the private moratorium in previous years at CCB AD has expired.

In these circumstances, the Bank’s management analysed and assessed the ability of the Bank to
continue its activities as a going concern on the basis of the information available for the foreseeable
future. Management expects that Bank has sufficient financial resources to continue its operational
activities in the near future and continues to apply the going concern principle in preparing the
separate financial statement.

2.3. Climate-related issues

The Bank takes into account the importance of environmental issues and climate risk, striving to
perform its activities in a way that guarantees the protection of the environment and to comply with
all laws and regulations aimed at ecological balance. Banks in general can play an important role
in minimizing the impact on climate change, through their customers, with CCB AD making efforts
to minimize its direct impact on the environment and prioritizing the rational consumption of natural
resources.

During the year, the Bank started a process of revising its strategy, aiming at including a section
related to green lending.

The Bank will set targets for exposures in the main business segments that meet the requirements for
“green” lending. As of the end of 2022, an analysis of the customers and the corporate credit portfolio
is underway, with the Bank examining and classifying customers with economic activity that meets

the requirements of “contributing significantly to the mitigation of climate change or to adaptation to
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climate change” according to Regulation (EU) 2021/2139 supplementing Regulation (EU) 2020/852 of
the European Parliament and of the Council.

As of December 31, 2022, the Bank discloses the data in accordance with the requirements of Art.
10 (3) of Delegated Regulation (EU) 2021/2178 on Taxonomy Eligible Economic Activities in its Non-
Financial Declaration.

Undoubtedly, dealing with the risks arising from climate change and environmental degradation
and achieving goals for a sustainable economy will be among the main challenges for the Bank in
the coming years in the context of a changing regulatory framework that has placed even greater
emphasis on the topic of climate risk and sustainable reporting requirements.

Following the adoption by the EU of a sustainability-related reporting framework, including ecology,
the Bank will work on developing and implementing a methodology aimed at assessing exposures to
risks, associated with the climate and environment, the loan portfolio and operations as a whole.

The first step towards this is the collection of detailed information and data on borrowers needed to
assess the vulnerabilities of exposures to climate and environmental risks related to sustainability

in the sectors and segments most affected by climate change. The second step is to develop
appropriate limits to efficiently manage climate and environmental risks in accordance with regular
monitoring and escalation rules and integrate them into the overall risk management framework.

The Bank is expected to develop and establish appropriate internal stress tests and scenario
analyses, as tools targeted at climate and environmental risks, taking into account the uncertainty
surrounding the future development of climate change and society’s response to it.

The Bank will define climate and environmental risks in its risk appetite framework, setting indicators
to track the achievement of specific targets.

In 2023, the Bank will continue its work on developing and adapting its internal systems to

comply with the requirements of the Taxonomy Regulation for classifying economic activities as
environmentally sustainable. In this way, compliance of the taxonomy with the main economic activities
and directions of development will be achieved, so that the Bank can prepare in a timely manner and
adequately for the increased reporting and disclosure requirements that will come into force in 2024.

2.4. Comparative data

The Bank presents comparative data in these separate financial statements for two comparable
periods in the statement of financial position due to a change in the accounting policy, as stipulated in
note 3.5.

Where necessary, the comparative data is reclassified (and restated) in order to achieve comparability
against changes in presentation in the current year. During the period the Bank changed the

presentation of the statement of financial position, the statement of profit or loss and the statement of
cash flows.
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2.5. Changes in IFRS

Initial application of new amendments to the existing standards effective for the current
reporting period

The following amendments to the existing standards issued by the International Accounting Standards
Board (IASB) and adopted by the EU are effective for the current reporting period:

- Amendments to IAS 16 Property, Plant and Equipment - Proceeds before Intended Use adopted by
the EU on June 28, 2021 (effective for annual periods beginning on or after January 1, 2022);

- Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets - Onerous
Contracts - Cost of Fulfilling a Contract adopted by the EU on June 28, 2021 (effective for annual
periods beginning on or after January 1, 2022);

- Amendments to IFRS 3 Business Combinations - Reference to the Conceptual Framework with
amendments to IFRS 3 adopted by the EU on 28 June 2021 (effective for annual periods beginning
on or after January 1, 2022);

« Amendments to various standards due to Improvements to IFRSs (cycle 2018 -2020) resulting from
the annual improvement project of IFRS (IFRS 1, IFRS 9, IFRS 16 and IAS 41) primarily with a view
to removing inconsistencies and clarifying wording - adopted by the EU on June 28, 2021 (The
amendments to IFRS 1, IFRS 9 and IAS 41 are effective for annual periods beginning on or after
January 1, 2022. The amendment to IFRS 16 only regards an illustrative example, so no effective
date is stated.);

The adoption of amendments to the existing standards has not led to any material changes in the
Bank’s financial statements.

Standards and amendments to the existing standards issued by IASB and adopted by the EU but
not yet effective

At the date of authorisation of these financial statements, the following amendments to the existing
standards were issued by IASB and adopted by the EU and which are not yet effective:

« IFRS 17 Insurance Contracts including amendments to IFRS 17 adopted by the EU on November 19,
2021 (effective for annual periods beginning on or after January 1, 2023);

- Amendments to IFRS 17 Insurance contracts - Initial Application of IFRS 17 and IFRS 9 — Comparative
Information (effective for annual periods beginning on or after January 1, 2023);

- Amendments to IAS 1 Presentation of Financial Statements: Disclosure of Accounting policies
adopted by the EU on March 2, 2022 (effective for annual periods beginning on or after
January 1, 2023);

- Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors: Definition of
Accounting Estimates adopted by the EU on March 2, 2022 (effective for annual periods beginning
on or after January 1, 2023);
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- Amendments to IAS 12 Income Taxes - Deferred Tax related to Assets and Liabilities arising from a
Single Transaction adopted by the EU on 11 August 2022 (effective for annual periods beginning on
or after January 1, 2023).

New standards and amendments to the existing standards issued by IASB but not yet adopted by
the EU

At present, IFRS as adopted by the EU do not significantly differ from regulations adopted by

the International Accounting Standards Board (IASB) except for the following new standards and
amendments to the existing standards, which were not endorsed for use in EU as at the date of
publication of these financial statements (the effective dates stated below is for IFRS as issued by IASB):

- Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current or
Non-current (effective for annual periods beginning on or after January 1, 2023);

- IFRS 14 Regulatory Deferral Accounts (effective for annual periods beginning on or after January 1,
2016) - the European Commission has decided not to launch the endorsement process of this interim
standard and to wait for the final standard;

- Amendments to IAS 1 Presentation of Financial Statements - Non-current Liabilities with Covenants
(effective for annual periods beginning on or after 1 January 2024);

« Amendments to IFRS 16 Leases - Lease Liability in a Sale and Leaseback (effective for annual
periods beginning on or after 1 January 2024),

- IFRS 14 Regulatory Deferral Accounts (effective for annual periods beginning on or after 1 January
2016) - the European Commission has decided not to launch the endorsement process of this interim
standard and to wait for the final standard;

- Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates
and Joint Ventures - Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture and further amendments (effective date deferred indefinitely until the research project on
the equity method has been concluded).

The Bank anticipates that the adoption of these new standards and amendments to the existing
standards will have no material impact on the financial statements of the Bank in the period of initial
application.
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3. ACCOUNTING POLICY
3.1. Scope and objective

The accounting policy comprises principles and basic assumptions, concepts, rules, practices, bases
and procedures, adopted by management for reporting the activity of the Bank, and the preparation
and presentation of the financial statements.

The purpose of the accounting policy is to provide the necessary organizational and methodological
uniformity in the process of financial reporting of the Bank’s activities, aimed at providing a true

and fair presentation of the Bank’s financial position and result of operations in the annual financial
statements.

3.2. Significant accounting policies
3.2.1. Interest income and expenses

The interest income and interest expenses are recognized by taking into account the effective
interest of the respective financial asset or liability in all its material aspects. Interest income and
interest expense include amortization of discount, premium and other differences between the
initial book value and the value at maturity of interest-bearing instruments calculated by the effective
interest rate (for financial assets measured at amortised cost, financial assets measured at fair value
through other comprehensive income and financial liabilities at amortised cost).

The effective interest rate is the rate that exactly discounts the estimated future cash flows of the
financial instrument over its expected life, or if applicable, for a shorter period, to the net book value of
the financial asset or financial liability. The future cash flows are estimated by taking into account the
contractual terms of the instrument.

The interest income and interest expenses presented in the statement of profit or loss and other
comprehensive income, include:

- calculated based on the effective interest rate;
- interest from financial assets and liabilities at amortised cost;
- interest on debt instruments at fair value through other comprehensive income (FVTOCI),
- payables on lease agreements;

- calculated on other bases;
- interest from financial assets at fair value through profit or loss;
- negative interest on assets

The Bank holds investments in financial assets and placements issued at negative interest rates.
The Bank discloses interest on these financial assets as interest expense, with additional disclosures
presented in note 22.

The Bank calculates interest income and expenses on financial assets, other than those considered
credit impaired, by applying the interest income to the gross book value of the financial asset.
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3.2.2. Fees and commissions income/expense

Fees and commissions income and expenses are recognized in profit or loss when the respective
service is performed or received. All fees and commissions that are not an integral part of the
effective interest rate of the financial instrument are accounted for in accordance with IFRS 15.

The following five-step model is used to determine whether and how revenue should be recognized
in accordance with IFRS 15 Revenue from contracts with customers:

1. Identify the contract with a customer

2. Identify all the performance obligations

3. Determine the transaction price

4. allocate the transaction price to each performance obligation

5. recognise revenue when a performance obligation is satisfied.

Revenue is recognized over time when or until the Bank fulfils its obligations when it transfers the
promised services to its customers.

The Bank recognizes as contract liabilities consideration received for unfulfilled performance obligations
and presents them as other liabilities in the statement for financial position. Prepaid fees on issued bank
guarantees and undrawn credit commitments are recognized under Other liabilities in the Statement of
Financial Position. In note 20, the indicated amounts are presented as Deferred Income.

Similarly, if the Bank fulfils a performance obligation before it receives the consideration it recognizes
in the statement of financial position either a contract asset or receivable depending on whether or
not something other than a certain time to obtain the consideration is required.

Fees and commissions consist mainly of fees for bank transfers in Bulgaria and abroad, fees for
servicing accounts, fees related to loan exposures, servicing off- balance sheet commitments and
revenue as disclosed in note 23.

In all cases the total transaction price for a certain contract is allocated between the various
performance obligations based on the relatively separate sales prices of the separate products and
services. The consideration which the Bank receives is determined in the various Bank’s tariffs and
does not include variable component. The transaction price under the contract excludes all amounts
collected on behalf and at the expense of third parties. Fees and commissions income is recognized
over time. Significant part of the fees and commissions income is recognized after the service is
provided and the consideration is collected from the customer.

Commissions arising from foreign currency transactions are reported in the statement of profit or
loss and other comprehensive income on their receipt. Fees and commissions for granting and
management of loans when considered to be part of the effective income are amortised during the
loan term and are recognized as current financial income during the period by applying the effective
interest method.
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3.2.3. Foreign currency transactions

Transactions denominated in foreign currency are converted into BGN at the exchange rates set

by BNB for the transaction date. Receivables and liabilities denominated in foreign currency are
converted into BGN as of the date of statement of financial position preparation at the exchange rates
of BNB for the same date.

Net foreign exchange rate gains or losses, arising from translation at the rates of BNB as of the
transaction date, are included in profit or loss and other comprehensive income for the period, when
they arise.

The Bank carries out daily revaluation of all currency assets and liabilities and off-balance sheet
positions at the official BNB rate for the respective day, with the exception of non-monetary positions
in foreign currency within the meaning of IAS 21, which are reported at exchange rate as of the
transaction date. The net gains and losses, arising from revaluation of balance sheet currency
positions, are reported in profit or loss for the period, in which they arise.

As of 2002 the Bulgarian Lev is fixed to the Euro at the rate of EUR 1=BGN 1.95583.

The exchange rates of USD and the Bulgarian Lev as of December 31, 2022 and 2021 are as follows:
December 31, 2022 December 31, 2021

USD 1=BGN 1.83371 USD 1=BGN 172685

The functional currency of the Bank’s branch in the Republic of Cyprus is EUR.

From March 1, 2022, ECB and BNB suspended the publication of the Euro-Ruble exchange rate,
respectively. Lev-Ruble. For the purposes of applying the requirements of IAS 21 for its exposures
denominated in Russian rubles, the Bank has applied the closing Ruble-Euro-Lev cross rate published
by the Central Bank of the Russian Federation. This derivative exchange rate has been benchmarked
against several foreign exchange markets in EU and non-EU countries to which the Bank has access,
where it has been found to be as close as possible to available market quotations.

3.2.4. Dividend income

Dividend is recognized by the Bank in profit or loss only when:
a) the right of the Bank to receive payment of a dividend is established;
b) there is probability that the Bank will receive economic benefit related to the dividend,
¢) the amount of the dividend may be reliably measured.

3.2.5. Net profits from securities transactions

Net gains from securities transactions include gains and losses on the sale or change in fair value
of these assets, exchange differences resulting from the revaluation of these assets and liabilities
denominated in foreign currency. Additional information is presented in Note 24.
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3.2.6. Financial assets and liabilities
3.2.6.1. Initial recognition of financial instruments

Financial assets and financial liabilities are initially recognized in the Bank’s statements of financial
position only when the Bank becomes a party under the contract provisions of the instrument. Their
initial accounting recognition is based on the settlement date.

Except for trade receivables, upon initial recognition, the Bank measures a financial asset or financial
liability at its fair value, plus or minus, in the case of a financial asset or financial liability not measured
at fair value through profit or loss, transaction costs that are directly related to the acquisition or
issue of the financial asset or financial liability. The transaction costs included in the acquisition

cost are fees, commissions and other fees paid to agents, brokers, consultants, dealers and others
directly involved in the transaction, taxes, fees, permits and other paid at exchanges and regulatory
authorities. All other costs are reported as current for the period in which they arise. The cost of
acquisition does not include interest in the financial asset that was not paid at the acquisition date

3.2.6.2. Classification of financial instruments

Financial assets
The Bank classifies the financial assets as subsequently measured at amortised cost, at fair value
through other comprehensive income or fair value through profit or loss on the basis of two
conditions:
a) business model for managing the financial assets; and
b) contractual cash flow characteristics of the financial assets (check for principal and interest
payments only — SPPI test).

When the cash flows meet the SPPI test and the business model for holding the instruments is to
receive the contractual cash flows, the Bank classifies the debt instruments at amortised cost. When
the business model for holding the financial instruments is for trading purposes and holding the assets
to receive principal and interest, upon initial recognition, the Bank classifies these assets as debt
instruments at fair value through other comprehensive income.

Defining the business model for the management of the financial assets

The business model refers to the way in which the Bank manages its financial assets for generating
cash flows, i.e. the business model of the Bank determines whether the cash flows will be generated
for collecting contractual cash flows, sale of financial assets or for both.

The business models applied by the Bank are as follows:
- business model whose objective is to collect the contractual cash flows
- business model whose objective is both to collect contractual cash flows and to sell financial
assets
- other business model of fair value measurement through profit or loss, through which the
Bank manages the financial assets for the objective of realizing cash flows through sale of
assets.

Characteristics of the contractual cash flows of the financial asset
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Contractual cash flows that are solely payments of principal and interest on the principal amount
outstanding

The Bank classifies a financial asset based on the characteristics of its contractual cash flows. The
contractual cash flows and the chosen business model that represent solely payments of principal and
interest on the principal amount outstanding, correspond to the basic lending agreement. In the basic
lending agreement, the main elements that determine the interest are the time value of money and
the credit risk. Interest may also include consideration for assuming other basic risks — liquidity risk,
price of borrowings and amounts for covering administrative expenses for the loan, related to holding
the financial asset for a certain period of time and profit margin.

Financial liabilities
The Bank’s financial liabilities include deposits received, liabilities under bonds, lease contracts
liabilities, commercial and other financial liabilities.

Financial liabilities are initially measured at fair value and, where applicable, adjusted for transaction
costs, unless the Bank has designated a financial liability as measured at fair value through profit and
loss.

The Bank classifies all financial liabilities as subsequently measured at amortised cost, with the
exception of the derivative liabilities, which are measured at fair value through profit or loss.

3.2.6.3. Subsequent designation of financial instrument

Financial assets
After initial recognition, classification and measurement the Bank measures a financial asset at: a)
amortised cost; b) fair value through other comprehensive income; or ¢) fair value through profit or loss.

The Bank applies the requirements for impairment of IFRS 9 regarding debt financial assets that are
measured at amortised cost, debt financial assets at fair value through other comprehensive income,
as well as issued financial guarantees, credit commitments and other financial receivebles.

Financial assets at amortised cost

The Bank measures a financial asset — debt instrument at amortised cost, if the following two conditions
are met: a) a financial asset is held within a business model whose objective is to collect the contractual
cash flows; and b) the contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.

Amortised cost is the asset’s original carrying amount minus principal repayments plus or minus the
accumulated amortization of the difference between that initial value and the maturity value calculated
using the effective interest method and adjusted for each loss allowance.

Expected credit losses
For the purpose of determining the expected credit losses, the Bank groups the financial assets at the
debtor level in one of the following stages:
Stage 1 — which comprises newly originated financial assets as well as assets whose credit
risk has not significantly increased since initial recognition;
Stage 2 — which comprises financial assets whose credit risk has significantly increased since
initial recognition
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Stage 3 — which comprises financial assets at default.
Purchased or originated financial assets with credit impairment

For these financial assets, the entity applies the credit loss-adjusted effective interest rate to the
amortised cost of the financial asset upon initial recognition.

Credit risk on a financial asset can be defined as low on the basis of an external credit rating and
the Bank’s ability to meet its obligations in the short term, and any adverse changes to economic
and business conditions in the long run could, but are not necessarily reduce the debtor’s ability
to perform his duties. Exposures with no significant deterioration in credit quality after their initial
recognition include exposures where the delay of agreed payments are up to 30 days and no
significant credit risk increases are identified.

The estimate for determining exposures with significant increase of credit risk is based on a
combination of automatic and other internally determined indicators. The Bank has assumed that
there is a significant increase in credit risk on a financial asset when the delay of the agreed payments
are between 31 and 90 days or the delay is over 90 days, but is not significant in amount, according
to the thresholds defined in Art. 28 of Ordinance No. 7 of BNB dated 24.04.2014 on the organization
and management of risks in banks; and when concessions are granted to a debtor due to financial
difficulties and these rebates do not lead to a significant reduction of the financial obligation (under
1%), respectively until classification of exposures as non-performing or the debtor is in a period of
testing after the Bank has granted rebates / exposures with restructuring measures/. The estimate
for determining exposures with significant increase of credit risk includes other indicators such as
changes in the payment status of debtors, for example, any changes in the debtor’s financial position
(income decrease of over 30%, loss of a major customer with over 50% of sales, accumulated loss,
etc.) that are expected to lead to a significant change in his ability to perform his duties; established
unfavourable data and market information related to a debtor that significantly increase credit risk;
change in the Bank’s approach to exposure management, etc.

For defaulted exposures, the Bank uses the guidelines of Regulation (EU) No 575/2013 and Guideline
EBA/GL/2016/07 on the application of the definition of non-compliance under Article 178 of Regulation
(EV) 575/2013. The Bank has assumed that a default has occurred in respect of a particular debtor
where the overdue payment is over 90 days for a substantial portion of the credit obligation of the
debtor, and / or it is considered that the debtor is unlikely to fully repay its credit obligations without
taking enforcement action of the collateral. When determining the materiality of the overdue credit
obligation, the Bank applies the thresholds defined in Art. 28 of Ordinance No. 7 of BNB dated
24.04.2014 on the organization and management of risks in banks. All financial assets classified as
non-performing exposures under regulatory requirements are considered to be non-performing
financial assets.

The review of the indicators and the assessment of the exposures is performed on a monthly basis,
under the control of the Risk Management Directorates of the Bank’s Central Unit, and the respective
decisions are taken by the Bank’s management.

For financial assets in Stage 1the 12-month expected credit loss is applied, while for financial assets in

Stage 2 and Stage 3 — the full lifetime expected credit loss of the financial asset is applied. Financial
assets in Stage 3 are assets with objective evidence for impairment.

All amounts are in thousand Bulgarian Levs, unless otherwise stated.

80



NOTES TO THE SEPARATE
FINANCIAL STATEMENTS

For the purpose of determining the impairment of financial assets, the Bank applies models of
calculating the expected credit losses on collective or individual basis. The impairment models for
individual measurement of financial assets are applied for debt financial instruments such as debt
securities, bank balances and deposits, as well as for exposures, representing “Project financing” or
exposures with unique characteristics, regardless of their amount. Impairment models for individually
measured exposures, are based on discounted cash flows and reflect the different scenarios of
expected cash flows, including available reasonable and supportable information without undue
cost or effort, which concerns future events /including macroeconomic forecasts/. For the purpose of
determining the impairment of exposures in default /Stage 3/ or credit —impaired financial assets, the
Bank applies a model for individual impairment of assets above a certain amount.

The impairment model for collectively measured financial assets is based on determining amounts

for the probability of default /PD/ and for the loss given default /LGD/ for each collectively measured
asset, by applying amortization through the effective interest rate /EIR/ when calculating the exposure
at default /EAD/. The impairment models of the financial assets collectively measured are applied for
debt securities, bank balances and deposits, repurchase agreements and exposures as a result of the
Banks’s loan activity — loans and off-balance exposures of individuals and legal entities. The models
include available reasonable and supportable information, accessible without undue costs or efforts,
for external credit rating of the counterparties, as well as 3—year scenarios for the macroeconomic
development of the state, prepared by external sources /MF, BNB, NSI, WB, IMF/. The macroeconomic
indicators used by the Bank are: growth of the gross domestic product /GDP/, harmonized consumer
price index /HCPI/, Level of unemployment and index of prices of apartments. The Bank updates the
values of the forecast indicators used in its model once per year, when the 3-year forecast data is
published and disclosed by the respective institutions.

The Bank recognizes in profit or loss — the gain or loss from impairment, the amount of the expected
credit losses (or reversal), arising in the period, measured by the difference between the credit loss
adjustment as of the date of the review or prior review date. The loss allowance for expected credit
losses is presented as a decrease of the carrying amount of the financial asset in the statement of
financial position.

Financial assets at fair value through other comprehensive income

Debt instruments
The Bank designates a debt financial asset at fair value through other comprehensive income, if the
following conditions are met:
a) the financial asset is held within a business model whose objective is to collect the
contractual cash flows and for selling financial assets, and
b) the contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

Gain or loss on a debt financial asset at fair value through other comprehensive income is recognized
by the Bank through other comprehensive income, with the exception of gains and losses on
impairment, gains and losses on foreign currency operations, interest income until the moment of
derecognition or reclassification of a financial asset.

The Bank complies with the requirements for impairment of financial assets that are designated at fair
value through other comprehensive income.
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The Bank recognizes in profit or loss — the gain or loss from impairment, the amount of the expected
credit losses (or reversal), by providing a loss allowance, which is recognized through other
comprehensive income and does not decrease the carrying amount of the financial asset in the
statement of financial position.

Equity instruments

The Bank may make an irrevocable election at initial recognition for particular investments that are
not held for trading, in equity instruments that would otherwise be measured at fair value through
profit or loss to present subsequent changes in fair value through other comprehensive income. This
measurement is performed for each asset (for each instrument). Equity instruments are not subject to
review for impairment.

When equity instruments measured at fair value through other comprehensive income are
derecognised, the cumulative effect of the change in fair value is recognised directly in the Bank’s
retained earnings without reclassification through profit or loss.

Financial assets at fair value through profit or loss

The Bank measures the financial assets at fair value through profit or loss, if they are not held within
a business model, whose objective is to collect the contractual cash flows or within a business model
whose objective is both to collect the contractual cash flows and to sell the debt instruments. This
category is also applied to instruments that do not meet the solely payments of principal and interest
criteria. Gains and losses on financial assets at fair value through profit or loss are recognized by the
Bank in profit or loss.

Reclassification of financial instruments
The Bank reclassifies all affected financial assets only when it changes its business model for financial
asset management. The Bank does not reclassify financial liabilities.

The Bank reclassifies financial assets prospectively. The Bank does not restate any gains or losses
recognized previously (including gain and loss on impairment losses) or interest.

Modification of contractual cash flows of a financial asset

Modification of a contractual cash flow of a financial asset occurs when the contractual cash flows

of a financial asset are renegotiated or otherwise altered and those amendments have not been
contracted at the initial recognition of the financial asset. When determining the existence of a
modification of a financial asset, the factors for its occurrence are analyzed, as well as the accounting
reflection of the effect of modification. When the contractual cash flows of a financial asset are
renegotiated or modified and the renegotiation or modification does not result in the derecognition of
that financial asset in accordance with the policy of the Bank, the entity recalculates the gross carrying
amount of the financial asset and recognizes profit or loss from modifying the gain or loss.

3.2.6.4. Derecognition of financial instruments

The Bank derecognizes a financial asset when the contractual rights for the cash flows for this
financial asset have expired; or the Bank transfers the financial asset and the transfer meets the
derecognition requirements. The Bank derecognises the existing financial asset and recognises
the modified financial asset as a new financial asset when the contractual cash flows of a financial
asset are renegotiated or otherwise modified and the change in contractual terms is significant. The
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Bank applies 10 % test as threshold for derecognition and modification of financial assts. 10% test’ is
calculation of the net present value of the cash flows under the new terms discounted at the original
effective interest rate (EIR) is at least 10% different from the carrying amount of the original debt.

The Bank derecognizes a financial liability (or part of the financial liability) from its statement of
financial position when it has been extinguished - i.e. when the obligation, indicated in the contract
has been fulfilled, cancelled or has expired. The Bank applies 10 % test as threshold for derecognition
and modification of financial liabilities. “10% test’ is calculation of the net present value of the cash
outflows under the new terms discounted at the original effective interest rate (EIR) is at least 10%
different from the carrying amount of the original debt.

3.2.7. Investments in subsidiaries

Subsidiaries are all entities under the Bank’s control. Control is present, if the Bank is exposed or
entitled to the variable return on investment in the enterprise, and is able to influence this return on
the investment through its power over the enterprise, invested in.

In the separate financial statements of the Bank, the shares and interests in the subsidiaries are
initially recognized at cost.

Subsequently, the Bank performs reviews periodically to determine whether there are indications
for impairment. Impairment is recognized in the statement of comprehensive income as impairment
losses of investments in subsidiaries.

Dividends in subsidiaries are recognized and reported in the statement of comprehensive income,
when the right of the Bank for receiving dividend is established according to IFRS 9.

3.2.8. Receivables and liabilities under repurchase agreements

Receivables and liabilities under repurchase agreements are recognized as financial assets and
liabilities at amount, which is equal to the fair value of the funds placed/obtained by the Bank, secured
by the value of the securities. Interest due on the fair value of the funds placed/obtained for the term of
the agreement is accounted and recognized as interest income/expense in the period of its occurrence.

Securities pledged as collateral on repurchase agreements are not derecognized in the separate
statement of financial position of the Bank in cases when the risks and rewards of ownership are not
transferred.

Securities received as collateral under repurchase agreements are not recorded in the statement of
financial position of the Bank in cases when the risks and rewards of ownership are not transferred.

3.2.9. Cash and cash equivalents

Cash and cash equivalents, for the purpose of the cash flows statement preparation, include cash,
balances with the Central Bank (BNB) and nostro accounts, which are unrestricted demand deposits at
other banks, as well as placements with, loans and advances to other banks with a maturity up to 3 months.
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IFRS 7 “Financial Instruments: Disclosure” provides for the disclosure in the notes to the financial
statements of information about the fair value of the financial assets and liabilities. IFRS 13 defines fair
value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction in the principal (or most advantageous) market at the measurement date. Fair value under
IFRS 13 is an exit price, regardless of whether that price is directly observable or estimated using
another valuation technique.

3.2.10. Fair value hierarchy

IFRS 13 defines fair value as the price for selling an asset or transferring a liability in an orderly
transaction in a principal (or most advantageous) market under current market conditions. Fair value
under IFRS 13 is an exit price, regardless of whether that price is directly observable or estimated
using another valuation technique.

It is the policy of the Bank to disclose fair value information on those assets and liabilities, for which
published market information is readily available and whose fair value significantly differs from their
carrying amounts. The fair value of cash and cash equivalents, deposits and loans, granted by the
Bank, other receivables, deposits, borrowings and other current liabilities approximates their carrying
amount, in case they mature in a short period of time. In the opinion of the management, under these
circumstances, the reported recoverable amounts of the financial assets and liabilities are the most
reliable for the purposes of the separate financial statements.

For the assets and liabilities recognized at fair value in the statement of financial position the

Bank discloses for each class financial instruments the hierarchy level of fair value to which the
measurements of fair value are categorized in their full scope, each significant transfer between level
1and 2 of the fair value hierarchy and the respective reasons, as well as reconciliation of opening and
closing balances for the level 3 measurements.

The Bank uses the following hierarchy to measure and disclose the fair value of financial instruments
through evaluation technique:
- Level 1: quoted (unadjusted) prices of active markets for identical assets or liabilities;
« Level 2: other techniques for which the whole incoming information that has significant
impact on the reported fair value is subject to direct or indirect monitoring;
« Level 3: techniques, which use unobservable incoming information that has material effect
on the reported fair value and are not based on monitored market data.

Fair value of financial assets and liabilities that are traded on active markets is based on quoted prices
of stock or dealer markets. For all other instruments the Bank determines their fair value using other
valuation techniques.

Other valuation techniques include models based on the present value and discounted cash flows,
comparison to other similar instruments for which observable market prices exist, options valuation
models and other valuation models. Assumptions and input data used in valuation techniques
include risk-free and reference interest rates, credit spreads and other premiums used in determining
discount rates, debt and equity securities prices, exchange rates and prices of equity indices and
expected fluctuations and price correlations.

The purpose of valuation techniques is to determine the fair value that reflects the price that would
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have been obtained when an asset was sold or paid when a liability was transferred in a normal
transaction between market participants at the valuation date.

There is an analysis in note 36 of the assets measured at fair value as of December 31, 2022 and
2021 using fair value hierarchy by which the measurement of fair values is categorised. The values are
based on the amounts recognised in the statement of financial position.

3.2.11. Set-off

The financial assets and liabilities are set-off, and the net value is presented in the statement of
financial position when the Bank is entitled by law to net the recognized values, and the transactions
are intended to be settled on a net basis.

3.2.12. Retirement and short-term employee benefits

The Bank recognizes short-term payables on compensated leaves arising from unused paid annual
leave in cases where they are expected to be used within 12 months of the date of the reporting
period in which the employees worked for these leaves. Short-term payables to employees include
wages and social security contributions.

According to the requirements of the Labour Code upon termination of the employment, after

the employee has acquired the right to a retirement pension, the Bank is obliged to pay him
compensation up to six gross salaries. The Bank has accrued a legal obligation to pay benefits

to employees upon retirement in accordance with the requirements of IAS 19 Employee Benefits,
assessed once a year at the date of preparation of the financial statements with the help of a licensed
actuary in order to assess future payables for pensions due. The Bank has decided to report in the
financial statements the calculated effect for a 10-year period.

The period after the 10-th year is very remote in time, therefore there is considerable uncertainty
about the realization of assumptions about future events and circumstances, which gives rise to
insufficient reliability of the effect determined for this period. The financial assumptions used by the
Bank are applied in forecasting the development of cash flows over time and affect the amount of
the future liability and the determination of its present value by setting interest rates for discounting
and increasing benefits. The evaluation also uses demographic assumptions about probability of
withdrawal and mortality.

Actuarial gains or losses are recognized in other comprehensive income and are not subsequently
reclassified to profit or loss.

Net interest expense related to pension liabilities is included in the statement of profit or loss
and comprehensive income under “Interest expense”. Expenses for work length are included in
“Employee benefits”.

Short-term employee benefits, including payable leaves, are included in current liabilities under “Other
payables” at an undiscounted value that the Bank expects to pay.
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3.243. Provisions for liabilities

The amount of provisions for liabilities is recognized as an expense and a liability when the Bank
has current legal or constructive obligations, which have occurred as a result of a past event and it
is probable that an outflow of resources embodying economic benefits will be required to settle that
obligation and a reasonable estimate of the amount of the liability can be made. Any loss resulting
from recognition of provisions for liabilities is reported in profit or loss for the respective period.

3.244. Derivatives

Derivatives are measured at fair value and recognized in the statement of financial position as
derivatives for trading. The fair value of derivatives is based on the market price or relevant valuation
models. Derivative assets are presented as part of the financial assets held for trading, while the
derivative liabilities are presented as part of other liabilities. Any change in the fair value of derivatives
for trade is recognized as a part of the net trading income in profit or loss for the period. The Bank
does not apply hedge accounting under IFRS 9 or IFRS 39.

3.2.15. Property, plant and equipment and intangible assets, right-of-use assets

Property, plant and equipment and intangible assets are identifiable non-monetary assets acquired
and possessed by the Bank and held for use in the production and/or rendering of services,

for renting, administrative and other purposes. They are stated at acquisition cost, less charged
depreciation and amortization and accumulated impairment losses, excluding buildings, used by the
Bank.

The subsequent valuation of buildings used by the Bank is carried at revalued amount, which is equal
to the fair value at the date of the revaluation, reduced by subsequently accumulated depreciation
and impairment losses. The revaluations made are disclosed in the statement of profit or loss and
other comprehensive income under item Revaluation of non-financial assets, net of taxes and are
reported against equity (as part of revaluation reserves) if they are not preceded by previously
accrued expenses. Upon sale or write-off of the revalued asset, the remaining revaluation reserve is
reflected against retained earnings. Information on the fair value of buildings used in banking activities
is disclosed in note 36.

Depreciation of property, plant and equipment and amortization of intangible assets are calculated by
using the straight-line method designed to write off the assets value over their estimated useful life.
The annual depreciation and amortization rates are as follows:

Buildings 4% 25 years
Fixtures and fittings 15% 7 years
Motor vehicles 15% 7 years
Other assets, incl. Intangible assets 15% 7 years
:sfuc:;;i?/:lzr;:nt, cable networks and 29% 25 years
Equipment, including hardware and software 20% 5 years

according to the legal term of use

Right-of-use assets but no less than 12 months
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Land, assets for resale, assets under construction, assets to be disposed and fully depreciated assets
to their residual value are not subject to depreciation.

Depreciation costs are included in the separate statement of profit or loss and other comprehensive
income under item Operating expenses.

The Bank does not have intangible assets with unlimited useful life.

As of the date of preparation of the annual separate financial statements the Bank’s management has
performed a review for impairment of property, plant and equipment and intangible assets measured
at cost. No evidence of impairment of property, plant and equipment and intangible assets has been

identified; therefore, they have not been impaired.

3.2.16. Assets acquired as collateral

Real estate and movable property acquired by the Bank as a mortgage creditor on granted and not
serviced loans is classified as assets acquired from collateral and are stated initially at cost. The
acquisition cost of assets acquired from collateral is the amount of all direct costs of acquiring the
assets and other costs incurred in bringing them to their present location and condition.

After initial recognition, these assets are reported at the lower of their current carrying amount or
net realizable value. The amount of any impairment of these assets to their net realizable value is
recognized as an expense for the impairment period. No depreciation is accrued for these assets.

3.2.17. Investment property

Investment properties are initially measured at cost, which includes the purchase price and any costs
directly attributable to the investment property, such as legal fees, property transfer taxes and other
transaction costs.

The Bank reports as investment properties land and/or buildings that are held to receive rental
income and/or for capital increase based on the fair value model.

Investment properties are revalued on an annual basis and are included in the statement of financial
position at their market values. They are determined by independent appraisers with professional
qualifications and significant professional experience depending on the nature and location of the
investment properties, taking into account evidence of market conditions.

Any gain or loss from changes in the fair value or from the sale of an investment property is
recognized immediately in gain or loss under item “Other operating income, net”.
3.218. Lease contracts
3.218.1. The Bank as lessee
The Bank assesses whether a contract is or contains a lease, at inception of the contract. The
All amounts are in thousand Bulgarian Levs, unless otherwise stated.
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Bank recognises a right-of-use asset and a corresponding lease liability with respect to all lease
arrangements in which it is the lessee, except for short-term leases (defined as leases with a lease
term of 12 months or less) and leases of low value assets (such as tablets and personal computers,
small items of office furniture and telephones). For these leases, the Bank recognises the lease
payments as an operating expense on a straight-line basis over the term of the lease unless another
systematic basis is more representative of the time pattern in which economic benefits from the
leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are not paid
at the commencement date, discounted by using the rate implicit in the lease. If this rate cannot be
readily determined, the Company uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:

- Fixed lease payments (including in-substance fixed payments), less any lease incentives receivable;

- Variable lease payments that depend on an index or rate, initially measured using the index or rate
at the commencement date;

- The amount expected to be payable by the lessee under residual value guarantees;

- The exercise price of purchase options, if the lessee is reasonably certain to exercise the options;
and

- Payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to
terminate the lease.

The lease liability is presented as a part of “Other liabilities” in the separate statement of financial
position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on
the lease liability (using the effective interest method) and by reducing the carrying amount to reflect
the lease payments made.

The Bank remeasures the lease liability (and makes a corresponding adjustment to the related right-

of-use asset) whenever:

- The lease term has changed or there is a significant event or change in circumstances resulting
in a change in the assessment of exercise of a purchase option, in which case the lease liability is
remeasured by discounting the revised lease payments using a revised discount rate.

- The lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the lease liability is remeasured by discounting
the revised lease payments using an unchanged discount rate (unless the lease payments change is
due to a change in a floating interest rate, in which case a revised discount rate is used.

- A lease contract is modified and the lease modification is not accounted for as a separate lease,
in which case the lease liability is premeasured based on the lease term of the modified lease by
discounting the revised lease payments using a revised discount rate at the effective date of the
modification.

The Bank did not make any such adjustments during the periods presented.
The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease
payments made at or before the commencement day, less any lease incentives received and any

initial direct costs. They are subsequently measured at cost less accumulated depreciation and
impairment losses.
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Whenever the Bank incurs an obligation for costs to dismantle and remove a leased asset, restore
the site on which it is located or restore the underlying asset to the condition required by the terms
and conditions of the lease, a provision is recognised and measured under IAS 37. To the extent that
the costs relate to a right-of-use asset, the costs are included in the related right-of-use asset, unless
those costs are incurred to produce inventories.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the
underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-use
asset reflects that the Bank expects to exercise a purchase option, the related right-of-use asset is
depreciated over the useful life of the underlying asset. The depreciation starts at the commencement
date of the lease.

The Bank applies IAS 36 to determine whether a right-of-use asset is impaired and accounts for any
identified impairment loss as described in the ‘Property, Plant and Equipment and Intangible assets’
policy.

Variable rents that do not depend on an index or rate are not included in the measurement the lease
liability and the right-of-use asset. The related payments are recognised as an expense in the period
in which the event or condition that triggers those payments occurs and are included in the line ‘Other
expenses’ in profit or loss (see note 27).

As a practical expedient, IFRS 16 permits a lessee not to separate non-lease components, and instead
account for any lease and associated non-lease components as a single arrangement. The Bank has
used this practical expedient.

3.2.18.2. The Bank as a lessor
The Bank enters into lease agreements as a lessor with respect to some of its investment properties.

Leases for which the Bank is a lessor are classified as finance or operating leases. Whenever the
terms of the lease transfer substantially all the risks and rewards of ownership to the lessee, the
contract is classified as a finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are added
to the carrying amount of the leased asset and recognised on a straight-line basis over the lease term.

When a contract includes both lease and non-lease components, the Company applies IFRS 15 to
allocate the consideration under the contract to each component.

3.2.19. Income tax

Corporate income tax is calculated on the basis of profit for the period and includes current and
deferred taxes. Taxes due are calculated in accordance with the Bulgarian tax legislation.

Current income tax is calculated on the basis of the taxable profit by adjusting the statutory financial
result for certain income and expenditure items, not approved for tax purposes, as required under
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Bulgarian accounting legislation, applicable for banks.

Deferred income taxes are calculated using the balance sheet liability method. Deferred income
taxes represent the net tax effect of all temporary differences between the tax basis of assets and
liabilities and their carrying amount for financial reporting purposes. Deferred tax assets and liabilities
are calculated at the tax rates, which are expected to apply to taxable profit for the period, when the
temporary differences are expected to be recovered or settled. The measurement of deferred tax
liabilities and deferred tax assets reflects the tax consequences that would follow from the manner

in which the Bank expects, at the date of the statement of financial position to recover or settle

the carrying amount of its assets and liabilities. Deferred tax assets and liabilities are recognized
regardless when the temporary difference is likely to reverse.

Any tax effect, related to transactions or other events, recognized in the statement of profit or loss
and other comprehensive income, is also recognized in the statement of profit or loss and other
comprehensive income and tax effect, related to transactions and events, recognized directly in
equity, is also recognized directly in equity.

A deferred tax liability is recognized for all taxable temporary differences, unless it arises from the
initial recognition of an asset or liability in a transaction, which at the time of the transaction affects
neither accounting profit nor taxable profit (tax l0ss).

A deferred tax asset is recognized for all deductible temporary differences to the extent that taxable
profit is probable, against which the deductible temporary difference can be utilized, unless the
deferred asset arises from the initial recognition of an asset or liability in a transaction, which at the
time of the transaction affects neither accounting profit nor taxable profit (tax loss).

3.2.20. Operating segments

In 2022 and 2021, the Bank is organized into one operating segment and respectively does not
disclose information by operating segments, because it does not prepare such information. Business
activities, which constitute its bank activities, possess similar economic characteristics, lack material
difference in the essence of products offered and the regulatory environment where they take
place. The operating result from the activities is reviewed and evaluated as a whole by the Bank’s
Management on a regular basis. The Bank does not identify separate segments meeting the
requirements set out in IFRS 8 Operating segments.

Information on products, services, income and expenses, as well as assets of the Banking segment of
CCB AD are presented in the explanatory notes to these separate financial statements.

In 2022 and 2021, there is no revenue from transactions with a single external customer or

counterparty amounting to 10% or more of the Bank’s total revenue. Information on revenue and
profitability by country is presented in note 38.
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3.3. Accounting estimates, assumptions and key areas of
uncertainty

The presentation of financial statements requires Bank’s management to apply certain accounting
estimates and reasonable assumptions that affect some of the carrying amounts of assets and
liabilities, revenues and expenses for the reporting period and disclosures of contingent assets and
liabilities. Although these estimates and assumptions are based on the best estimate as of the date of
the preparation of the separate financial statements, they may differ from the future actual results.

The most significant areas of uncertainty, which require estimates and assumptions in applying the
accounting policies of the Bank, are as follows:

- Fair value of financial instruments;

» Expected credit losses measurement;

- Useful life of the depreciable assets;

- Fair value of investment property;

« Revalued amount of buildings, used in banking activities;

« Revenue from contracts with customers;

- Term of lease contracts and incremental borrowing rate;

- Recognition of deferred taxes in relation to lease contracts.

Fair value of financial instruments

When the fair value of financial assets in the statement of financial position cannot be determined on
the basis of an active market, it is determined using different valuation methods (pricing models) that
include mathematical models. Information on the fair values of the financial statements is presented in
the note 36.

Debt instruments measured at amortised cost

Management’s analysis and intentions are confirmed by the business model of holding debt
instruments that meet the requirements for receiving principal and interest payments only and holding
the assets until the collection of contractual cash flows from assets classified as debt instruments
measured at amortised cost. This decision takes into account the current liquidity and risk tendency of
the Bank. Further information on sources of uncertainty is provided in note 3.2.6.

Expected credit losses measurement

The recoverability of the loans and the adequacy of the recognized impairment losses, as well as
the maintaining of the Bank’s liquidity ratios depend on the financial position of the borrowers and
their ability to settle their obligations at contracted maturity in subsequent reporting periods. Bank’s
management applies the necessary procedures to manage these risks, as disclosed in note 35.

Fair value of investment property

The fair value of investment property can be significantly affected by the assumptions used by the
Bank’s experts regarding profitability, bid prices and selected analogues. The management of the
Bank reviews and selects the expert appraisers to be engaged - and accepts their work, ensuring that
the assumptions applied are as objective and impartial as possible.

Revalued amount of buildings used in banking
The revalued amount of buildings used in the banking activities can be significantly affected by the
assumptions used by the Bank’s experts regarding profitability, bid prices and selected analogues.
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The management of the Bank reviews and selects the expert appraisers to be engaged - and accepts
their work, ensuring that the assumptions applied are as objective and impartial as possible.

Revenue from contracts with customers

The Bank is bound by numerous contracts for the maintenance and servicing of bank accounts.

The remuneration for the services provided is determined according to the Bank’s tariff. All services
provided are recognised over time. For this reason, management assesses when to recognise
revenue from the contract for maintenance and servicing of bank accounts and payment transactions.
Further information on sources of uncertainty is provided in note 3.2.2.

Term of the lease contracts

When determining the term of the lease contracts, the management shall consider all relevant facts
and circumstances that create an economic incentive to exercise an option to extend a lease, or not
to exercise an option to terminate a lease. Options for extending (or the periods after the options
for termination) are included in the contract term only if it is certain that the lease contract will be
extended (or not terminated). Most options for contract extending leases for offices are included in
lease liabilities since the Bank relies on long-term relationship with its tenants.

The term of the lease is reassessed if the option is being exercised (or not) or the Bank is required to
exercise it (or not). The assessment of the reasonable assurance is reassessed upon the occurrence
of either a significant event or a significant change in circumstances, which affects this assessment
and is under the control of the lessee.

Determination of the appropriate discount rate for the valuation of lease liabilities

Where the Bank cannot easily determine the interest rate included in the lease, it uses its incremental
borrowing rate (IBR) to determine the value of lease liabilities. IBR is the interest rate which the Bank
would have to pay in order to borrow a loan for such a period and with a similar guarantee in order
to obtain the funds necessary for the acquisition of an asset of similar value and characteristics of

the right-of-use asset in such an economic environment. The IBR therefore reflects what the Bank
‘should pay’, which requires an assessment where observable interest rates are not available (e.g. for
subsidiaries that do not enter into financing transactions) or where they need to be adjusted to reflect
the lease terms and conditions. The Bank evaluates the IBR using available data (such as market
interest rates) when available and it is required to make certain Bank specific assessments.

Recognition of deferred taxes in respect of assets and liabilities arising from leases

Where assets and liabilities arise as a result of a lease which result in the initial recognition of a
taxable temporary difference relating to the right-of-use asset and an equal in value deductible
temporary difference under the lease liability, this results in a net temporary difference of zero.
Consequently, the Bank does not recognise deferred taxes in relation to those lease transactions to
the extent that within the useful life of the asset and the maturity of the liability, the net tax effects will
be zero. However, deferred tax will be recognised when temporary differences arise in subsequent
periods provided that the general conditions for the recognition of tax assets and liabilities under IAS
12 are met.
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3.4. Capital management

The Bank defines its risk-bearing capacity as the amount of financial resources that are available for
absorbing losses, which may be incurred due to the risk profile of the Bank. Financial resources are
classified into Tiers of risk capital according to their ability to cover losses, ability to defer payments,
and permanence.

The Bank monitors the allocation of financial resources to risk capital levels through Asset and Liability
Management Committee. The Bank’s capital management policy is regularly reviewed by the Bank’s
Management Board.

The Bank calculates, monitors and reports its risk capital for all major risk categories — credit, market
and operational risk. In managing its risk capital, the Bank follows the legal framework, as well as its
own objectives. For 2022 and 2021, the Bank is in compliance with the regulatory requirements for
minimum capital adequacy, as the bank’s capital adequacy levels exceed the regulatory requirements.
The Bank annually publishes on its site Annual disclosure on consolidated base related to the
requirements of art. 70 of Credit Institutions Act and Regulation (EU) No 575, Part eight — Disclosure
by Institutions, in which the Bank describes its risk-weighted assets, capital requirements and capital
buffers.

The Bank must meet external capital requirements imposed by the activity and in this industry. The
imposed capital requirements can be presented as follows:

Effective as of 28.06.2021 the reporting requirements for credit institutions are regulated in
Implementing Regulation (EU) 2021/451 which replaces Implementing Regulation (EU) No 680/2014.
The Bank complies with the requirements of Implementing Regulation (EU) 2021/451 when preparing
the supervisory reporting on capital adequacy requirements.

Regulation (EU) No 575/2013 of the European Parliament and of the Council of June 26, 2013 and
Regulation (EU) 2019/876 of the European Parliament and of the Council of May 20, 2019 amending
Regulation (EU) N° 575/2013 on prudential requirements for credit institutions and investment firms
regulate the capital adequacy requirements of banks.

The Bank’s equity for regulatory purposes consists of the following elements:

. Tier 1 capital (the total amount is classified as common equity Tier 1 capital), which consists of issued
capital, premium reserves and total reserves reduced by the following deductions — goodwill,
intangible assets and other regulatory adjustments related to items that are included in the Bank’s
accounting capital or assets but are treated differently to regulate capital adequacy.

. Tier 2 capital: convertible debt instrument.

The Bank calculates the total capital adequacy ratio as a percentage of own (regulatory) capital and
risk-weighted assets for credit, market and operational risk.

In determining the capital requirements for credit risk the bank applies the revised ratio for supporting
Small and Medium-sized enterprises (SMEs) and adjusts the amount of risk weighted exposures to

SMEs according to art. 501 of the Regulation.

According to art. 500a of the Regulation, by derogation of art. 114, paragraph 2, until December 31,
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2022 risk weight of 0% is applied for exposures to central governments and central banks of member
states when these exposures are denominated and funded in local currency of another member state.

Regulation (EU) No 575/2013 of the European Parliament and of the Council establishes, together
with Directive 2013/36/EU of the European Parliament and of the Council, the prudential regulatory
framework for credit institutions and investment firms operating in the Union.

The Bank maintains regulatory equity for capital adequacy purposes in the form of Tier 1 capital
consisting of Common Equity Tier 1 capital and Tier 2 capital.

The minimum regulatory capital requirements for banks are as follows:
- capital adequacy ratio of 8 %.;
- tier 1 capital ratio of 6 %.

Central Cooperative Bank AD has been designated as other systemically important institution (O-SlI),
therefore pursuant to Art. 11, para. 1and 2 of Ordinance No 8 and taking into account the change

in the systemic importance of each of the banks for the period from June 2020 to June 2021 BNB
determined a buffer level for Central Cooperative Bank AD on separate and consolidated base

of 0.50% applicable to the total amount of risk exposures. In 2022 the national regulator has not
changed the buffer for other systemically important institutions (O-SII buffer).

All amounts are in thousand Bulgarian Levs, unless otherwise stated.
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3.5. Effect from the change in accounting policy

3.5.1. Change in accounting policy regarding subsequent measurement of investment property
During the reporting period, the Bank made a change in its accounting policy and adopted the fair
value model for its investment property. The policy on subsequent measurement is disclosed in note

3.217.

As a result of the change, the Bank has restated its financial statements as of 01.01.2021 and 3112.2021
as follows:

As of 01.01.2021 Change in As of 01.01.2021

ASSETS accounting policy
Restated

Cash and balances with the Central Bank 1,881,446 - 1,881,446
Placements with and advances to banks 182,350 - 182,350
Receivables under repurchase agreements 359,672 - 359,672
Financial assets at fair value through profit or loss 276,698 - 276,698
Loans and advances to customers 2,556,846 - 2,556,846
Other assets 42,923 - 42,923
-
Debt instruments at amortised cost 420,668 - 420,668
Investments in subsidiaries 49,416 - 49,416
Non-current tangible and intangible assets 142,003 - 142,003
Investment property 14,409 4,223 18,632
TOTAL ASSETS 6,641,168 4,223 6,645,391
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Deposits from banks 66,092 - 66,092
Amounts owed to other depositors 5,909,095 - 5,909,095
Issued bonds 25,451 - 25,451
Provisions for liabilities 978 - 978

Other liabilities 55,876 4 56,299

23
TOTAL LIABILITIES 6,057,492 423 6,057,915

SHAREHOLDERS’ EQUITY

Issued capital 127,130 - 127,130
Premium reserve 110,470 - 110,470
Other reserves, including retained earnings 308,968 3,800 312,768
Revaluation reserve 16,728 - 16,728
Profit for the year 20,380 - 20,380
TOTAL SHAREHOLDERS’ EQUITY 583,676 3,800 587,476
TOTAL LIABILITIES AND SHAREHOLDERS 6,641,168 4223 6,645,391
EQUITY

All amounts are in thousand Bulgarian Levs, unless otherwise stated.
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The total effect on the Bank’s equity as of January 1, 2021 is as follows:

01.01.2021
Recognition of change in fair value of investment property 4,223
Recognition of deferred tax liability (423)

Total effect — equity increase 3,800

In order to achieve comparability of its financial data, the Bank also presents a restatement of the
statement of profit or loss and other comprehensive income for the period ending on 3112.2021.

The following tables show the adjustments recognized for each individual financial statement item:

As of 3112.2021 Change in As of 3112.2021
ASSETS accounting policy Restated
Cash and balances with the Central Bank 1,927,865 - 1,927,865
Placements with and advances to banks 170,300 - 170,300
Receivables under repurchase agreements 356,982 - 356,982
Financial assets at fair value through profit or loss 302,045 - 302,045
Loans and advances to customers 2,888,459 - 2,888,459
Other assets 45,780 - 45,780
compreensve mcoma oo 857,786 : 857.786
Debt instruments at amortised cost 631,021 - 631,021
Investments in subsidiaries 49,416 - 49,416
Non-current tangible and intangible assets 140,583 - 140,583
Investment property 13,706 4,545 18,251
TOTAL ASSETS 7,383,943 4,545 7,388,488
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Deposits from banks 52,840 - 52,840
Amounts owed to other depositors 6,639,742 - 6,639,742
Issued bonds 25,450 - 25,450
Provisions for liabilities 688 - 688
Other liabilities 60,461 455 60,916

TOTAL LIABILITIES
SHAREHOLDERS’ EQUITY

6,779,181

455 6,779,636

Issued capital 127,130 - 127,130
Premium reserve 110,470 - 110,470
Other reserves, including retained earnings 329,432 3,800 333,232
Revaluation reserve 11,802 - 11,802

Profit for the year
TOTAL SHAREHOLDERS’ EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS’

25,928
604,762

7,383,943

26,218
608,852

7,388,488

EQUITY

All amounts are in thousand Bulgarian Levs, unless otherwise stated.

96



NOTES TO THE SEPARATE
FINANCIAL STATEMENTS

Year ended Change in Year ended
3112.2021 accounting policy 3112.2021
Restated

Interest income 118,085 - 118,085
Interest expense (12,719) — (12,719)
Net interest income 105,366 - 105,366
Fees and commissions income 66,698 - 66,698
Fees and commissions expense (15,099) - (15,099)
Net fees and commissions income 51,599 - 51,599
Gains from transactions with securities, net 8,115 - 8,115
Foreign exchange losses, net (2,122) - (2,122)
Other operating income, net 6,073 (381) 5,692
Operating expenses (134,670) 703 (133,967)
Reversed provisions for liabilities 291 - 291
Impairment expense, net (6,513) - (6,513)
Profit before taxes 28,139 322 28,461
Income tax expense (2,21) (32) (2,243)
PROFIT FOR THE YEAR 25,928 290 26,218
Other comprehensive loss
Items reclassified to profit or loss:
e o o e e 2 - a2
Items not reclassified in the profit or loss:
Revaluation of non-financial assets, net of taxes 210 - 210
Gains on equity instruments at fair value through
other comprehensive income, net of taxes (154) ) (154)
Total other comprehensive loss (4,926) - (4,926)
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR 21,002 290 21,292
Earnings per share (in BGN) 0.20 0.21
Diluted earnings per share (in BGN) 0.20 0.20

Basic earnings per share and diluted earnings per share for 2021 have been restated. The adjustment
of basic earnings per share and diluted earnings per share is an increase of BGN 0.01 and BGN 0.00
per share, respectively.

3.5.2. Change in accounting policy regarding subsequent measurement of buildings, used in
banking activities

As of December 31, 2022, the Bank has made a change in its accounting policy and adopted the
revaluation model for buildings used in banking activities. According to par. 17 of IAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors upon initial adoption of a policy on measuring
assets at revalued amount in accordance with IAS 16 Property, Plant and Equipment constitutes a
change in accounting policy, but it is treated as a restatement in accordance with IAS 16, without
restating the financial data for the comparable periods. The policy for subsequent measurement of
property, plant and equipment is disclosed in note 3.2.15.

All amounts are in thousand Bulgarian Levs, unless otherwise stated.
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4. CASH AND BALANCES WITH THE CENTRAL BANK

As of 3112.2022 As of 31.12.2021
Cash in hand:
In BGN 235,888 268,278
In foreign currency 125,835 103,778
Cash in transit:
In BGN 29 34
In foreign currency 20 6
Cash in Central Bank:
Current account in BGN 1,553,175 1,530,252
Current account in foreign currency 23,122 15,951
Reserve guarantee fund for RINGS settlement system 16,285 9,566
TOTAL CASH AND BALANCES WITH THE CENTRAL BANK 1,954,354 1,927,865

The current account with BNB is used for direct participation in the government securities and money
market, as well as for 