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Information:

Point 1:

CCB Plc (“The Bank”) is a company, registered under Decree Ne 56 with a resolution
of the Sofia City Court (SCC) dated 28.03.1991 as “Central Cooperative Bank” GOD,
reorganized into a joint-stock company with a decision of the Sofia City Court dated
15.10.1992.

The bank was registered in the Register of Companies under Ne 334, volume 4, page
11 under case file Ne 5227/1991 of the Sofia City Court, BULSTAT 831447150 U, VAT Ne
BG831447150 with decision dated 28.03.1991.

CCB Plc was established for an indefinite term. The head-office of CCB Plc is Sofia,
the address of administration: Sofia, 103 G.S.Rakovski Str., Tel: 02 9266 266, e-mail:
office@ccbank.bg, (web-site): www.ccbank.bg

Since 04.03.1999 CCB Plc has the statute of a public company, the shares of which are
traded on the “Bulgarian Stock Exchange — Sofia” AD /BSE/.



PRESENCE IN THE BANKING SECTOR

In terms of total assets CCB Pl is on the 8% place in the classification of BNB for the
Banking system as at 31.12.2013.

Ranking of the banks according to total assets as at 31.12.2013 /in thousand BGN /

1 | YEMKPEAMT BYJIEAHK 12,658,532 | 12,728,112 0.55% 69,586 1
2 | BAHKA ICK 8,727,648 2,382,401 1.77% 154,753 2
3 | ITEPBA MHBECTHLMOHHA FAHKA 6,907,337 7,445,943 7.80% 538,606 3
4 | KOPNOPATHBHA THEFT'OBCKA EAHKA 5,635,893 6,740,298 19.60% 1,104,405 6
5 | OBEJMHEHA EBJITAPCKA BAHKA 6,347,603 6,715,118 5.79% 367,515 5
6 | PAHMAIRENEAHK (BBJITAPHA) 6,171,745 5,959,551 -3.44% 212,194
7 | IOPOBAHK H E® JK¥ EBITAPUS 5,630,444 5,697,515 1.19% 67,071 7
8 | NEHTPANHA KOOIIEPATHBHA FAHKA 3,349,451 3,745,233 11.82% 395,782 10
9 | COCHMETE REHEPAN EKCITPECEAHK 3,584,364 3,664,575 2.24% 80,211 g
10 | AN®A EAHK-xnos CODHS 3,691,775 3,655,242 0.99% -36,533 B
11 | BAHKA ITHPEOC FRJITAPHA 3,098,835 3,355,817 8.29% 256,982 9
12 | CTOIAHCKA H MHBECTHLIMOHHA BAIKA 2,082,857 2,187,645 5.03% 104,788 1
13 | AJIMAHIIBAHKA BFLITAPMS 1,868,279 1,977,359 5.84% 109,080 13
14 | FLITAPCKA BAHKA 3A PAZBHTHE 1,694,237 1,781,290 5.14% 87,053 14
15 | TE MHBECTEAHK 1,370,565 1,676,365 2231% 305,300 16
16 | TBMKE IOHHOHEAHK 1,646,145 1,449,234 -11.96% -196,911 15
17 | ITPOKPEJMT BAHK (BbJICAPHS) 1,329,234 1,351,127 1.65% 21,893 17
18 | OBIMHCKA EAHKA 1,017,375 1,155,551 13.58% 138,176 13
19 | WHTEPHEITHEHEN ACET FAHK 849,103 971,641 14.43% 122,538 20
20 | FRITAPO-AMEPHKAHCKA KPEAMTHA BAHKA 828,330 777,728 -6.11% -50,601 21
21 | TEPTOBCKA BAHKA I 743,055 703,834 -528% 39,221 2
22 | CHTH BAHK H.A.-xmon CODHI 542,031 635,428 17.23% 93,397 23
21 | HHI BAHK H.B.-non COBHA 883,689 611,960 -30.75% 271,729 19
24 | BHIIIIAPHMEA C.A.-gnon COOHA 403,144 453,332 12.45% 50,188 26
25 | TOKVHA EAHK 459,837 417,440 922% 42,397 25
26 | TH BM AM BAHK 189,029 408,025 115.85% 218,996 27
27 | KPENW ATPHKOJ FLIIT APHS EAL 522,742 407,207 22.10% -115,535 24
28 | TEKCHMBAHK 126,358 123,219 -2.48% 3,139 28
29 | TE-AXE 3HPAAT BAHKACDH-rnon COGHA 46,031 53,751 16.77% 7.720 29
30 | VIIIBAHK IMBX-knon CODHSL 8,927 13,677 53.21% 4,750 29
31 | PErMOHANHA MHBECTHITMOHHA BEAHKA-KJIOH B/ APHS 2,496 ¢ -100.00% 2,496 30
BAHKOBA CUCTEMA 52,417,091 | 85,746,670 4.04% 3,329,579
Source: BNB

ASSETS



As 0f 31.12.2013 the book value of the assets of CCB Plc is BGN 3,745,233 thousand.
Compared to the same period of last year the book value of assets increases by BGN 395,782
thousand or by 11.82%.

Structure of the assets

Cash and balances with BNB are 24.85% of total assets as of 31.12.2013, compared to
26.02% a year earlier. Funds with banks, correspondent accounts and short-term deposits have
a weight of 7.84% of total assets, compared to 5.48% a year earlier. Investments in securities,
including government securities, corporate bonds, shares and compensation instruments,
which are instruments for improving the profitability of the Bank, are 13.31% of total assets,
compared to 13.44% for 2012. As at 31.12.2013 the amount of loans and advances is 47.31%
of total assets. Provisions are 1.55% of loans and advances to customers. In 2012 the amount
of loans and advances is 47.48% of total assets, and provisions are 1.68%. In 2013
impairment for uncollectibility increased reaching the amount of BGN 27,650 thousand.

According to the type of currency, the granted gross loans and advances to customers
as at 31.12.2013 are: 53.02% in BGN, and 46.98% are in foreign currency; according to the
type of the client: 87.36% are loans to companies, and 12.64% are loans to individuals.

The quality of the loan portfolio is very good — the regular exposures have a share of
95.42%, and the non-performing exposures have a share of 0.96%.

Non-current assets have a share of 2.19% of total assets.

LIABILITIES

As at 31.12.2013 the total liabilities of CCB Plc are BGN 3,388,914 thousand. They
are approximately 90.49% of total liabilities. The increase for the year is 12.88%.

Structure of the liabilities

The Bank maintains a stable structure of attracted funds, which does not make it
dependent on external financing.

The main source of attracted funds for CCB Plc are the funds attracted from
individuals, companies and other depositors, at the amount of BGN 3,278,227 thousand at the
end of 2013. Their share in the total liabilities of the Bank is 96.73%. The funds attracted
from financial institutions in the form of deposits and loans are 0.68% of total liabilities.

The shareholders’ equity of the Bank is at the amount of BGN 356,319 thousand.

The increase in shareholders’ equity compared to 2012 is by 2.62% and is the result of
the accumulated year profit and reserves.

FINANCIAL REVIEW
As at 31.12.2013 the audited financial result of CCB Plc is a net profit to the amount

of BGN 10,145 thousand. In 2012 the Bank realized an audited net profit at the amount of
BGN 10,086 thousand.



The net interest income for 2013 amounts to BGN 54,612 thousand, compared to BGN
52,071 thousand for 2012. The net fees and commission income, realized by the Bank in
2013, reached BGN 33,010 thousand, compared to BGN 30,784 thousand a year earlier.

The operating expenses for 2013 increase by 3.62 % compared to their amount at the
end of 2012 and have reached BGN 106,068 thousand. The staff expenses are 29.42% of
these expenses and retain their share from a year earlier. The administrative and other
expenses of the Bank reach BGN 64,691 thousand, compared to BGN 60,049 thousand a year
earlier.

MAIN RISKS

The risk is associated with the possibility that the actual income from a given
investment differs from the expected income. The specifics of banking necessitate the
application of adequate systems for timely identification and management of different types
of risk. Of special significance are the risk management procedures, the mechanisms for
maintaining risk in acceptable limits, via an evaluation of the external and internal
environment, the optimum liquidity, the portfolio diversification and the profitability of
operations. In its risk management activity CCB Plc applies Basel III with the principally new
requirements for managing credit risk and the capital coverage of operational risk.

Credit risk is the probability of a loss, due to the impossibility of the counterparty to
perform on time or not to perform at all their obligations. The Bank manages credit risk
characteristic of the banking and the trading portfolios. The Bank applies individual credit
policies with regard to distinct business segments.

In order to limit its exposure to credit risk the Bank has implemented a system of
limits by classes of exposures, business sectors, geographic regions, client profile and groups
of clients, bearing general risk. The limits determine the risk appetite and the risk tolerance to
credit risk and the planned allocation of the capital, necessary for the risk coverage.

For reduction of credit risk collateral and guarantees are accepted, appropriate in type
and value, according to the Internal rules, the applied approach for the calculation of the
capital requirements and the applicable banking legislation.

Every month the Bank evaluates the risk exposure, arising from the loan portfolio,
classifying and making provisions for the loans in the portfolio according to the requirements
of IFRS. The big loan exposures according to Ordinance Ne 7 of BNB are subject to constant
supervision and reporting.

Liquidity risk is the probability of difficulties in payments due to a time mismatch
between the incoming and outgoing cash flows. The Bank manages its assets and liabilities in
a manner, which ensures that it may perform its daily obligations regularly and without any
delay, in the normal bank environment and in times of crisis.

Market risk is the probability of occurrence of a loss for the Bank as a result of
unfavorable changes in foreign exchange rates, market prices and interest rates.

Operational risk is the probability of direct or indirect losses as a result of inadequate
functioning or interruption in internal processes, systems and personnel of the Bank.

Risk management at CCB Plc is subjected to the principle of centralization and has
been structured according to the competence levels as follows:



1. Management Board — determines the acceptable levels of risk for the Bank within

the adopted strategy for development.

2. Specialized collective authorities — affirm the limits and parameters of the Bank’s

activity concerning risk management:

- Committee for managing assets and liabilities;

- Credit Council;

- Committee for Supervision, Evaluation, Classification and Reclassification of the

Risk Exposures (CSECRRE).

3. Executive Directors and Procurator — confrol the process of approving and applying
adequate policies and procedures within the strategy for risk management, adopted by the
Bank;

4, Risk Analysis and Management Division — carries out in an operative manner the
activity associated with measuring, monitoring, management and control of the risks.

INDICATORS OF RISK, SOLYVENCY AND PROFITABILITY as at 31.12.2013

- Regular exposures (Ordinance Ne 9 of BNB) — 96.15%;

- Non-performing exposures (Ordinance Ne 9 of BNB) — 0.81%;

- Coefficient of liquid assets (Ordinance Ne 11 of BNB) —37.26%);
- Share capital - BGN 113,154 thousand

CREDIT RATING

In December 2013 the Bulgarian Credit Rating Agency confirmed the rating, awarded
to Central Cooperative Bank Plc, whereas the long-term rating is BBB- and short-term rating
A-3.

The Bank has a credit rating as specified below:
Long-term credit ratings: BBB-

Outlook: stable

Short-term rating: A-3

Point 2:

After the date of preparation of the annual individual financial statements for 2013, no
events have occurred, which have a significant impact on the future development of the Bank.

Point 3:

In 2014 CCB Plc will continue to follow its development plan. The main emphasis
will be the offering of bank services to the population ~ consumer and mortgage loans, bank
cards and the associated services, e-banking and payment services. At the same time, the

Bank will develop bank services to corporate clients and SMEs and the relevant programs for
utilization of funds from the EU structural funds.

Point 4:

CCB Plc does not deploy research and development.



Point 5:

In 2013 CCB Plc has not acquired and/or transferred own shares. As at 31.12.2013, CCB Plc
has 11 own shares at a nominal value of BGN 1 each, which is 0.0000097 % of the capital of
the Bank.

The remuneration paid in 2013, to the physical entities members of the Supervisory
Board /SB/ is to the amount of BGN 120,000.

The remuneration, paid in 2013, to the legal entities members of the Supervisory
Board is to the amount of BGN 72,000.

The remuneration, paid in 2013, to the member of the Management Board /MBY/, is to
the amount of BGN 322,533.

As at 31.12,2013, Sava Marinov Stoynov, Executive Director and a member of the
Management Board of CCB Plc has 3,436 shares, which is 0,003% of the capital of the Bank.

The members of the Boards of CCB Plc do not have additional rights for the
acquisition of shares and/or bonds of the Bank.

In 2013 there are no concluded contracts between CCB Plc and the members of its
boards or persons, related to them, which go beyond the ordinary activity of the Bank or
considerably deviate from the market conditions.

Information about the members of the management and control authorities as at
31.12.2013:

Ivo Kamenov Georgiev — Chairman of the Supervisory Board of Central Cooperative
Bank Plc

He participates in the management of other commercial companies or cooperatives
as a procurator, a manager or a board member: Chairman of SB of CCB Plc, UIC
831447150, - Sofia. Member of the MB and Executive Director of: Chimimport” AD, UIC
000627519 — Sofia; member of the MB of: “CCB Group ” EAD, UIC 121749139 — Sofia.
member of the BD and Executive Director of: “Chimimport Invest” AD, UIC 831541734.
Member of the BD of “Varna — Plod” AD, UIC 103106697 —Varna; member of the MB of
“Bulgarian Airways Group” EAD, UIC 131085074— Sofia; member of the MB of
“Investment Group” AD, UIC 124613710— Dobrich; manager of “Invest Capital Consult
EQOD, UIC 103050543; manager in “Tortuga” OOD, UIC 103536374 — Varna; manager and
partner in: “Varna Consulting Company” OOD, UIC 103060548 — Varna.

He owns directly more than 25 % of the capital of other commercial companies, as
follows: “Varna Consulting Company” OOD, UIC 103060548 — Varna; “Invest Capital
Management ” EQOD, UIC 103045368; “Tortuga” OOD, UIC 103536374.



Marin Velikov Mitev — Member of the Supervisory Board of Central Cooperative
Bank Plc.

He participates in the management of other commercial companies or cooperatives
as a procurator, a manager or a board member: Member of the SB of “CCB Group” EAD,
UIC 121749139 - Sofia. Member of the MB and Executive Director of: “Chimimport” AD,
UIC 000627519— Sofia. Member of the BD and Executive Director of: “Chimimport invest”
AD, UIC 831541734 — Sofia; “Sports complex Varna” AD, UIC 103941472 — Varna; “Golf
Shabla” AD, UIC 124712625 — Shabla. Member of the BD: “Varna plod” AD, UIC
103106697 Varna; “Ahilea” EAD, UIC 124609740 — Dobrich.

Manager of: “Global Project Management” EOOD, UIC 175463433 — Varna;
“Tortuga™ OOD, UIC 103536374 — Varna; “Invest Capital Consult” EOOD, UIC 103050543
— Vama; “Invest Capital Management”, UIC 103045368 — Varna; “Varna Consulting
Company” OOD, UIC 103060548 — Varna; “I M G” EOOD, UIC 103131753 — Varna;
“Graffiti Gallery” EOOD UIC 103812011; ET “Marin Mitev — Project Management”, UIC
103320073.

Procurator: ,,TIM” EAD — UIC 202317193

He owns directly more than 25 % of the capital of other commercial companies, as
follows: “Varna Consulting Company” OOD, UIC 103060548 — Varna;, “Invest Capital
Management™ OOD, UIC 103045368; “Tortuga” OOD, UIC 103536374 — Varna, ET “Marin
Mitev — Project Management”, UIC 103320073,

Central Cooperative Union, UIC 000696497, Member of the Supetvisory Board of
Central Cooperative Bank Plc.

It participates in the management of ather commercial companies or cooperatives as
a procurator, a manager or a board member: Member of the Board of Directors of “Holding
Coop-South” AD, UIC 121659072. Member of the Supervisory Board of Central Cooperative
Bank Plc, UIC 831447150.

It owns directly more than 25 % of the capital of other commercial companies, as
Sollows: “Bilkocoop” EOOD, UIC 175120000 — Sofia; “BC — Coop Trade” EKD, UIC —
202093489; “Bulgarcoop” EOOD, UIC 000627914 — Sofia; “Bulgarcoop—import — export”
EQOD, UIC 131205196 — Sofia; “Bulminvex GB” EOOD, UIC 000622340 - Sofia;
“Bulgarska guba” EOOD, UIC 115637954 /in insolvency/ - the village of Zlati trap; “Intellect
coop” EQOD, UIC 160064204 — Plovdiv; “Cooptourist” EOOD, UIC 831506231 — Sofia,
“Cooptourist — Kiten” EOOD, UIC 102815549 — the village of Kiten; “Cooptourist —
Strandja” EOOD, UIC 103768668 - Vama; “Nectarcoop” EOCD, UIC 175122186 — Sofia;
SBR “Zdrave” EAD, UIC 130523915 — Bankia; “Relax — coop” EOOD, UIC 200588961 —
the village of Voneshta voda; “Melsa coop” EOOD, UIC 200728388 — Nessebar, “Coop
Market® EOOD, UIC: 202278420 - Sofia; ,,“Coop-commerce and tourism” AD, 121837308
— Sofia; “Holding Cooperative Business” AD, UIC 121811740 — Sofia; “National
Cooperative Investment Fund” AD, UIC 831286504 — Sofia; “Coop — Zlaten klas” OOD,
UIC 116579048 — Kubrat; “Granarycoop * OOD, UIC 104688774 — Pavlikeni; “Krasen —
coop” AD, UIC 121238027 — Sofia; “Galus — impex” AD, UIC 117017044 /in insolvency/ -
Ruse; “Sovbulcoop” AD, case file Ne 6649/1990 of SCC - Sofia; “Varna packing house” AD,
UIC 124099892 — Sofia.



Prof. Dr. Aleksander Assenov Vodenicharov — Chairman of the Management Board of
Central Cooperative Bank Plc

He does not own directly more than 25 % of the capital of other commercial companies.
He does not participate in the management of other commercial companies or cooperatives
as a procurator, @ manager or a board member.

Tsvetan Tsankov Botev — deputy chairman of the Management Board of Central
Cooperative Bank Plc.

He does not own directly more than 25 % of the capital of other commercial
companies.
He participates in the management of other commercial companies or cooperatives as a
procurator, a manager or a board member: Member of the Management Board of:
“Chimimport” AD, UIC 000627519 — Sofia. Member of the BD and Executive Director of:
“Chimimport Pharma” AD, UIC 131181471 — Sofia. Manager of: “Bulchimtrade” OOD, UIC
200477808 — Sofia; “Dialysis Bulgaria” OOD, UIC 131084129 — Sofia; Procurator of:
“Dialysis Sofia 1” OOD, UIC 131180953 — Sofia.

Sava Marinov Stoynov — Executive Director and member of the Management Board
of Central Cooperative Bank Plc.

He does not own directly more than 25 % of the capital of other commercial
companies.

He participates in the management of other commercial companies or cooperatives
as a procurator, @ manager or a board member: Member of the MB and Executive Director
of: “CCB Sila” pension fund AD, UIC 825240908 — Sofia. Member of the BD and Executive
Director of “CCB Assets Management” EAD, UIC 175225001 — Sofia. Member of the BD of
ZAQ AKB Tatinvestbank, INN 1653005038, Russian Federation, the Republic of Tatarstan,
the city of Kazan.

George Dimitrov Konstantinov Executive Director and member of the
Management Board of Central Cooperative Bank Plc.
He does not own directly more than 25 % of the capital of other commercial companies.

He participaies in the management of other commercial companies or cooperatives
as a procurator, a manager or a board member: Member of SB of CCB Plc, Skopie —
Macedonia. Member of the BD and Executive Director of “CCB Assets Management” AD,
UIC 175225001 — Sofia. Member of the BD of “Borica — Bankservice” AD.

Ivaylo Lazarov Donchev — Executive Director and member of the Management
Board of Central Cooperative Bank Plc

He does not own directly more than 25 % of the capital of other commercial
companies.

He participates in the management of other commercial companies or cooperatives
as a procurator, a manager or a board member: Member of the BD of ZAO AKB
“Tatinvestbank”, INN 1653005038, Russian Federation, the Republic of Tatarstan, the city of
Kazan. Member of the MB of Public Fund “Youth”, UIC 000069926.

Aleksander Dimitrov Kerezov — Member of the Management Board of Central

Cooperative Bank Plc
He does not own directly more than 25 % of the capital of other commercial companies



He participates in the management of other commercial companies or cooperatives
as a procurator, a manager or a board member: Member of SB: of “CCB — Sila” pension
fund JSC, UIC 825240908 — Sofia. Member of the MB of: “Chimimport” AD, UIC
(00627519 — Sofia; “Armeec” insurance company JSC, UIC 121076907 — Sofia; “Bulgarian
River Shipping” AD, UIC 827183719 — Ruse; “CCB Group” EAD, UIC 121749139 — Sofia,
“Bulgarian Aviation Group” EAD, UIC 131085074 —Sofia; “Zurneni Hrani Bulgaria” AD,
UIC 175410085. Manager in SK “HGH Consult” OOD, UIC 130452457 — Sofia.

Gerogi Kosev Kostov — Member of the Management Board of Central Cooperative
Bank Plc

He does not own directly more than 25 % of the capital of other commercial
companies

He participates in the management of other commercial companies or cooperatives
as a procurator, @ manager or a board member: Member of MB of “Zurneni Hrani Bulgaria”
AD, UIC — 175410085; “Asenova Krepost” AD, UIC 115012041; “CCB” AD, UIC -
§31447150; Member of BD and Executive Director of “Dobrichki Panair” AD; Chairman of:
National Association of Biofuels in Bulgaria, UIC — 130626064.

Prof. Dr. Biser Yordanov Slavkov — Member of the Management Board of Central
Cooperative Bank Plc
He owns directly more than 25 % of the capital of other commercial companies, as follows:
“Slavkov — audit” EOOD, UIC 175295665 — Sofia.

He participates in the management of other commercial companies or cooperatives
as a procurator, a manager or a board member: Member of the MB of “Central
Cooperative Union”,UIC 000696497 — Sofia. Member of the BD and Executive Director of:
Holding “Cooperative Business” AD, UIC 121811740 — Sofia. Manager of: “Slavkov- audit”
EOOD, UIC 175295665 — Sofia, Member of the MB of the Institute of Certified Public
Accountants, Audit Committee of “Rila Gas” AD. Chairman of the Audit Committee of “Rila
Gas” EAD, UIC 175089163

Tsvetanka Donkova Krumoeva — Member of the Management Board of Central
Cooperative Bank Plc

She does not own directly more than 25 % of the capital of other commercial
companies.

She participates in the management of other commercial companies or cooperatives
as a procurator, a manager or a board member: Member of the MB and Executive Director
of “Armeec” insurance company JSC, UIC 121076907; Member of the MB of “CCB” AD,
UIC 831447150, “CCB SILA“ pension fund JSC, UIC825240908; Member of the BD of
ZAQ AKB “Tatinvestbank”, INN 1653005038, Russian Federation, Republic of Tatarstan,
the town of Kazan; Member of the BD of OAO SK “Itil”, INN 1656000493, Russian
Federation, Republic of Tatarstan, the town of Kazan;

We are not aware of any contracts, concluded between CCB Plc and members of its
boards or any related parties, which go beyond the ordinary activity of the Bank or
significantly deviate from the market conditions.

A program for training and development of staff within CCB Plc was adopted with a budget of
BGN 200,000.



Point 6:

As at 31.12.2013 the activities of the Bank are performed via a head-office in Sofia,
Bulgaria, 49 branches and 221 bank offices in Bulgaria and 1 branch in the Republic of
Cyprus.

Point 7:

The financial instruments, possessed by the CCB Plc, as of 31.12.2013 are:
government securities, corporate bonds, shares, shares in mutual funds and compensatory
notes to the total amount of BGN 498,322 thousand and are securities and derivatives for
trading, financial assets available for sale and financial assets held to maturity.

The Bank has government bonds of the Republic of Bulgaria and other governements
of the EU at the total amount of BGN 244,956 thousand; corporate bonds of Bulgarian and
foreign companies at the amount of BGN 158,483 thousand and BGN 50,031 thousand,
respectivly; equity instruments such as shares in companies and mutval funds at the total
amount of BGN 27,828 thousand.

The Bank does not consider that there is a significant credit risk, concerning the
instruments of the Republic of Bulgaria. The greater part of these instruments has a fixed
interest rate and the change in the market interest rates does not reflect the interest income
from these instruments.

The corporate bonds of Bulgarian issuers are exposed to credit risk, associated with
the ability of the issuers to perform their obligations. The risk amount is up to the total
amount of held securities. The greater part of those securities has a fixed interest rate and is
exposed to a decrease in value upon an increase in the market interest rates.

The equity instruments, possessed by the Bank, are subject to price risk to the amount
of the total value of held securities. The majority of these securities are traded on the
Bulgarian Stock Exchange. As far as the indices of the stock exchanges are volatile, there may
be losses as a result of a decrease in the prices of shares traded on the stock exchange and
negative evaluations of the equity instruments, possessed by the Bank.

The Group’s exposures in derivative financial instruments are presented at fair value
and represent transactions for purchase and sale of currency, securities, forward contracts and
currency swaps on the open market. The major part of them is positions of the Bank clients,
associated with purchase and sale of currency and the associated transactions, effected by the
Bank. The traded at own expense speculative positions of the Bank in derivate instruments are
below 10% of the total fair value of the derivative financial instruments, are not significant
and the Bank is not exposed to significant risks, stemming from those instruments.

From the point of view of the nature of the business of the CCB Plc, other significant
factors do not have an impact on the evaluation of assets, liabilities, financial state and the
result of the Bank.

Sofia
Date: March 28, 2014
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INDEPENDENT AUDITOR’S REPCRT

To the Shareholders of
{entral Cooperative Bank AD

Report on the separate financial statements

We have audited the accompanying separats financial statements of Central Cooperative Bank AD (“the
Bank”), which comprise the separate staterment of financial position as of December 31, 2013, and the
separate statement of comprehensive income, sialement of changes in equity and statement of cash fiows

for the year then ended, and a summary of significant accounting policies and other explanatory
information,

Management's responsibility for the separate financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these separate financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the separate financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the separate financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the separate financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the Bank’s
preparation and fair presentation of the separate financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the separate financial statements.

D=rnilin GE orneias ki st i folae gpykecmBa - uasHoBe Ha Aeaolm Tyl Tomally AUMUMUG. YaCTHOo gpykecmBo ¢ oapaHutena omeoBopHocmt (private company limited by
il saviss|, pudompapaao B C8lagusimomo kpasomBo, kakmo u koM mperkama om gpyskecmBa - uasHoBie, Boako om koume e lopuguyecku CaMOCMOAMEAHO U HesaBucume Auue.
du gorraiain ushapesus omeoosio npa@rama cmpykmypa He Qencdm Tyw Tomauy Aumumug u gpykecmBama - ureHoBe, Moas nocememe www.deloitte.com/hg/za_nas.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantes and its network of member firms, each of which is a legally separate
and indapendent entity. Please sea www.dsloitte.com/bg/about for a detailed Jescription of the legal structure of Deloitte Touche Tohmatsu Limited and its mamber firms.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion,

Opinion

In our opinion, the separate financial statements present fairly, in all material respects, the financial
position of Bank as of December 31, 2013, and of its financial performance and its cash flows for the year
then ended in accordance with IFRS, as adopted by the European Union,

Other reports on legal and regulatory requirements - Annual separate report on the activities of the
Bank according to article 33 of the Accountancy Act

Pursuant to the requirements of the Bulgarian Accountancy Act, article 38, paragraph 4 we have read the
accompanying Annual separate report on the activities of the Bank prepared by the Bank’s management.
The Annual separate report on the activities of the Bank is not a part of the separate financial statements.
The historical financial information presented in the Annual separate report on the activities of the Bank
prepared by the management is consistent, in all material aspects with the financial information disclosed
in the separate financial statements of the Bank as of December 31, 2013, prepared in accordance with
IFRS, as adopted by the European Union. Management is responsible for the preparation of the Annual
separate report on the activities of the Bank dated March 28, 2014.

Dlrtts Gl 09

Deloitte Audit OOD

e

n Hﬁh‘
’/gg\h&‘\v AR ni\h FoEG HFEOZ,J
X

o, 4’%‘
r// Cud Mw,‘:
\,\ Per\éms//'

% (4—'
Vasko Raichev

Registered Auditor

Proxy of the Statutory Manager Assen Dimov

.- e I
s ’?f et O ?‘k
Jr‘il %!mr‘z
"-L'.::.—_'::.‘L"-'-"/

March 28, 2014
Sofia



CENTRAL COOPERATIVE BANK AD

SEPARATE STATEMENT OF FINANCIAL POSITION
AS OF 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

Note As of As of
31.12.2013 31.12.2012

ASSETS
Cash and balances with the Central Bank 4 930,904 871,577
Placements with and advances to banks 5 293,717 183,623
Receivables under repurchase agreements 6 48,664 63,976
Financial assets held for trading 7 131,833 96,201
Loans and advances to customers, net 8 1,771,998 1,590,262
Other assets 9 57,406 65,993
Financial assets available for sale 10 206,237 201,408
Financial assets held to maturity 11 160,252 152,499
Investments in subsidiaries 12 58,662 59,693
Property, plant, and equipment 13 82,039 61,665
Non-current assets held for sale 14 3,521 2,554
TOTAL ASSETS 3,745,233 3,349,451
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Deposits from banks 15 16,125 31,605
Loans from banks and other payables to banks 16 7,072 40,937
Amounts owed to other depositors 17 3,278,227 2,869,113
Other attracted finds 12 290 1,000
Subordinated liabilities 19 - 45,023
Issued bonds 20 69,897 -
Other liabilities 21 17,303 14,539
TOTAL LIABILITIES 3,388,914 3,002,217
SHAREHOLDER’S EQUITY
Issued capital 221 113,154 113,154
Premium reserve 79,444 79,444
Reserves, including retained earnings 222 153,343 143,257
Revaluation reserves 223 233 1,293
Current year profit 10,145 10,086
TOTAL SHAREHOLDERS’ EQUITY 356,319 347,234
TOTAL LIABILITIES & SHAREHOLDERS’ EQUITY 3,745,233 3,349,451
Contingent liabilities 32 163,478 148,280

These separate financial statements have been approved by the Management Board and signed on
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CENTRAL COOPERATIVE BANK AD

SEPARATE STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs unless otherwise stated

Note Year ended Year ended
31.12.2013 31.12.2012
Interest income 23 155,783 165,019
Interest expenses 23 (101,171} (112,948)
Net interest income 54,612 52,071
Fees and commissions income 24 38,291 35,461
Fees and commissions expense 24 (5,281) (4,677)
Net fees and commissions income 33,010 30,784
Gains from transactions with securities, net 25 9,614 13,094
Foreign exchanpe rate gains, net 26 5,233 5,890
Other operating income, net 27 20,868 20,844
Operating expenses 28 (106,068) (102,365)
Impairment and uncollectability expense, net 29 (6,233) (8,650)
Profit for the period before taxes 11,036 11,668
Taxes 30 (891) (1,582)
PROFIT FOR THE PERIOD 10,145 10,086
Earnings per share (in BGN) 31 0.09 0.09
Other comprehensive income after taxes . (1,060} 4,367
Revaluation of financial assets held for sale {1,060) 4,367
TOTAL COMPREHENSIVE INCOME AFTER
TAXES 9,085 14,453

These separate financial statements fiave been approved by the Management Board and signed on
behalf of Central Cooperative B on 28 March 2014 by:

Georgi Konstantinov
Executive Director

A Per. N2033
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This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 2



CENTRAL COOPERATIVE BANK AD

SEPARATE STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

Year ended Year ended
31.12.2013 31.12.2012
Cash flows from operating activities:

Profit before taxes 11,036 11,668

Depreciation and amortization 7,440 7.863

Income tax paid (1,300) (697)

Unrealized (gain) from revaluation of financial assets held for trading (8,980) (9,619)

Increase of provisions for liabilities and loans impairment allowances 6,233 8,650
Net cash flows before working capital changes 14,429 17,865

Change in operating assets:

(Increase)/decrease in placements with, and advances to, banks with

maturities above 90 days (705) 43

Decrease / (increase) in receivables under repurchase agreements 15,312 (31,532)

(Increase) in financial assets held for trading (26,652) (14,805)

(Increase) in loans and advances to customers (187,969) (175,726)

Decrease in other assets 9,977 8,237

(Increase) in non-current assets held for sale (967) {728)

(191,004) (214,511)

Change in operating liabilities:

{Decrease)/increase in depasits from banks {15,480) 10,750

{Decrease) in loans from banks and other payables to banks (33,865) (1,081)

{Decrease) in liabilities under repurchase agreements - (19,882)

Increase in liabilities to other depositors 409,164 292,283

{Decrease) / increase in funds from other sources (710) 238

(Decrease)/increase in subordinated liabilities (45,023) 45,023

Increase in other liabilities 2,764 4,455

316,850 331,786
NET CASH FLOWS FROM OPERATING ACTIVITIES 140,275 135,140

Cash flows from investing activities:

Acquisitions of property, plant, and equipment, net (27,814) (9,628)

Acquisitions of investments in subsidiaries - (10,277)

Acquisitions/receipts of financial assets available for sale, net (5.889) 64,047

Acquisitions of financial assets held to maturity, net (7,753) (4,253)
NET CASH FLOWS FROM / (USED IN) INVESTING ACTIVITIES (41,456) 39,889

Cash flows from financing activities:

Increase in issued bonds 69,897 -
NET CASH FLOWS FROM FINANCING ACTIVITIES 69,897 -
INCREASE IN CASH AND CASH EQUIVALENTS, NET 168,716 175,029
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF YEAR

(Note 33) 1,052,161 877,132
CASH AND CASH EQUIVALENTS AT THE END OF YEAR (Note 33) 1,220,877 1,052,161

These separate financial state have been approved by the Management Board and signed on behalf of
Central Cooperative Bank ALY on/28 March 2014 by:

Georgi Konstantinov ov

Executive Director

ichen
i &gd:ﬁﬁaﬁ%?

f5tch-2014 r?"(,
’/r ()J CC@MH 47

. e
ed comava%mgjﬁpggeg are nt:
L

al part of these separate financial statements.

e
J .191;6 = A Q{)
Zoiir Opey 2

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 3



CENTRAL COOPERATIVE BANK AD

SEPARATE STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

Issued paid Premium Reserves, Revaluation Profit for Total
in capital reserve including reserve the year
retained
earnings

BALANCE AS OF 31
DECEMBER 2011 113,154 79,444 130,633 (3.074) 12,624 332,781

Transfer of net profit for the year

ended 31 December 2011 to

retained earnings - - 12,624 - {12,624} -
Net profit for the year ended

31 December 20112 - - - - 10,086 10,086
Other comprehensive income for

the year ended 31 December

2012 5 - - 4,367 - 4,367

BALANCE AS OF 31

DECEMBER 2012 113,154 79,444 143,257 1,293 10,086 347,234
Transfer of net profit for the year

ended 31 December 2012 to

retained earnings - - 10,086 - (10,086) -
Net profit for the year ended

31 December 20113 - - - - 10,145 10,145
Other comprehensive income for

the year ended 31 December

2013 - - - (1,060) - {1,060)

BALANCE AS OF 31
DECEMBER 2013 113,154 79,444 153,343 233 10,145 356,319

These separate financial statefnents have been approved by the Management Board and signed on
behalf of Central Cooperative ¥

Georgi Konstantj
Execytive Dire
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CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

OPERATING POLICY

Central Cooperative Bank AD, Sofa (the "Bank") was established in 1991. The Bank's activities and
operations are governed by the Law on Banks and the regulations issued by the Bulgarian National
Bank ("BNB"). The Bank currently operates under a banking license granted by 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 petform bank activity as 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.

The Bank is a public entity and is listed on the Bulgarian Stock Exchange, Sofia. 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.

As of 31 December 2013 the Bank's operations are conducted through a head-office located in Sofia,
Bulgaria, 49 branches and 221 remote offices throughout the country and 1 branch in the Republic of
Cyprus.

BASIS FOR THE PREPARATION OF THE SEPARATE FINANCIAL STATEMENTS

General framework for financial reporting

These financial statements are separate financial statements prepared for the year ended 31 December
2013. The amounts in the separate financial statements are stated in thousand Bulgarian levs
{(BGN’000).

These separate financial statements have been prepared for general purposes under the going concern
principle. The separate financial statements have been prepared, in all material respects, in accordance
with the International Financial Reporting Standards (IFRS), issued by the International Accounting
Standards Board (IASB), and the interpretations, issued by the International Financial Reporting
Interpretations Committee (IFRIC), approved by the European Union (the “EU”) and applicable in the
Republic of Bulgaria.

The Bank owns over 50% of the subsidiaries Central Cooperative Bank AD Skopje, the Republic of
Macedonia and CCB Assets Management EAD, Sofia, Bulgaria. In accordance with the requirements
of IAS 27 ,,Consolidated and separate financial statements,” the Bank prepares also consolidated
financial statements. The consolidated financial statements will be issued in April 2014.

The separate financial statements are prepared under the historical cost convention, modified by the
revaluation to fair value of financial assets and liabilities held for trading, available for sale and all
derivative contracts. Loans and receivables, and financial assets held to maturity are carried at
amortized cost.

This document is a translation of the original Bulgarian text, in casc of divergence the Bulgarian text shall prevail, 5



CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

BASIS FOR THE PREPARATION OF THE SEPARATE FINANCIAL STATEMENTS
(CONTINUED)

Changes ic IFRS

Standards and Interpretations effective in the current period

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

e IFRS 13 “Fair Value Measurement”, adopted by the EU on December 11, 2012 (effective for
annual periods beginning on or after January 1, 2013),

s  Amendments to IFRS 1 “First-time Adoption of IFRS” — Severe Hyperinflation and Removal of
Fixed Dates for First-time Adopters, adopted by the EU on December 11, 2012 (effective for
annual periods beginning on or after January 1, 2013),

® Amendments to IFRS 1 “First-time Adoption of IFRS” — Government Loans, adopted by the EU
on March 4, 2013 (effective for annual periods beginning on or after January 1, 2013),

o Amendments to IFRS 7 “Financial Instruments: Disclosures™ - Offsetting Financial Assets and
Financial Liabilitics, adopted by the EU on December 13, 2012 (effective for annual periods
beginning on or after January 1, 2013},

o Amendments to [AS 1 “Prcsentation of financial statements” — Presentation of Items of Other
Comprehensive Income, adopted by the EU on June 5, 2012 (effective for annual pericds
beginning on or after July 1, 2012),

¢ Amendments to IAS 12 “Income Taxes” — Deferred Tax: Recovery of Underlying Assets, adopted
by the EU on December 11, 2012 (effective for annual periods beginning on or after January 1,
2013),

o Amendments to [IAS 19 “Employee Benefits” — Improvements to the Accounting for Post-
employment Benefits, adopted by the EU on June 5, 2012 (effective for annual periods beginning
on or after January 1, 2013),

o Amendments to various standards “Improvements to IFRSs (cycle 2009-2011)” resulting from the
annual improvement project of IFRS (IFRS 1, IAS 1, IAS 16, IAS 32, IAS 34) primarily with a
view to removing inconsistencies and clarifying wording, adopted by the EU on
March 27, 2013 (amendments are to be applied for annual periods beginning on or after
January 1, 2013), '

s IFRIC 20 “Stripping Costs in the Production Phase of a Surface Mine”, adopted by the EU on
December 11, 2012 (effective for annual periods beginning on or after January 1, 2013).

The adoption of these amendments to the existing standards has not led to any changes in the Bank’s
accounting policies.

Standards and Interpretations issued by IASB and adopted by the EU but not yet effective

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

e IFRS 10 “Consolidated Financial Statements”, adopted by the EU on December 11, 2012
(effective for annual periods beginning on or after January 1, 2014),

= IFRS 11 “Joint Arrangements”, adopted by the EU on December 11, 2012 (effective for annual
periods beginning on or after January 1, 2014),

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 6



CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

BASIS FOR THE PREPARATION OF THE SEPARATE FINANCIAL STATEMENTS
(CONTINUED)

Changes in IFRS (continued)

Standards and Interpretations issued by IASB and adopted by the EU but not yet effective
{continued)

IFRS 11 “Joint Arrangements” adopted by the EU on December 11 2012 (effective for annual
periods beginning on or after January 1, 2014)

IFRS 12 “Disclosures of Interests in Other Entities”, adopted by the EU on December 11, 2012
(effective for annual periods begirning on or after January 1, 2014),

IAS 27 (revised in 2011) “Separate Financial Statements”, adopted by the EU on December 11,
2012 (effective for annual periods beginning on or after January 1, 2014),

TAS 28 (revised in 2011) “Investments in Associates and Joint Ventures”, adopted by the EU on
December 11, 2012 (effective for annual periods beginning on or after January 1, 2014),
Amendments to IFRS 10 “Consolidated Financial Statements”, IFRS 11 “Joint Arrangements” and
IFRS 12 *Disclosures of Interests in Other Entities” — Transition Guidance, adopted by the EU on
April 4, 2013 (effective for annual periods beginning on or after January 1, 2014),

Amendments to IFRS 10 “Consolidated Financial Statements”, IFRS 12 “Disclosures of Interests
in Other Entities” and IAS 27 (revised in 2011) “Separate Financial Statements” — Investment
Entities, adopted by the EU on November 20, 2013 (effective for annual periods begmnmg on or
after January 1, 2014), :
Amendments to IAS 32 “Financial instruments: presentation” — Offsetting Financial Assets and
Financial Liabilities, adopted by the EU on December 13, 2012 (effective for annual periods
beginning on or after January 1, 2014),

Amendments to JAS 36 “Impairment of assects” - Recoverable Amount Disclosures for Non-
Financial Assets, adopted by the EU on December 19, 2013 (effective for annual periods
beginning on or after January 1, 2014),

Amendments to IAS 39 “Financial Instruments: Recognition and Measurement”
~ Novation of Derivatives and Continuation of Hedge Accounting, adopted by the EU on
December 19, 2013 (effective for annual periods beginning on or after January 1, 2014).

Standards and Interpretations 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 from the following standards, amendments
to the existing standards and interpretations, which were not endorsed for use in EU as at the date of
approval of these separate financial statements:

IFRS 9 “Financial Instruments” and subsequent amendments (effective date was not yet
determined),

Amendments to IAS 19 “Employse Benefits” - Defined Benefit Plans: Employee Contributions
(effective for annual periods beginning on or after July 1, 2014),

Amendments to various standards “Improvements to IFRSs (cycle 2010-2012)” resulting from the
annual improvement project of IFRS (IFRS 2, IFRS 3, IFRS 8, TFRS 13, TAS 16, IAS 24 and TAS
38) primarily with a view to removing inconsistencies and clarifying wording (amendments are to
be applied for annual periods beginning on or after July 1, 2014),

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 7
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CENTRAL CCOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

BASIS FOR THE PREPARATION OF THE SEPARATE FINANCIALL STATEMENTS
(CONTINUED)

Changes in IFRS (continued)
Standards and Interpretations issued by IASB but not yet adopted by the EU (continued)

* Amendments to various standards “Improvements to IFRSs (cycle 2011-2013)” resulting from the
annual improvement project of IFRS (IFRS 1, IFRS 3, IFRS 13 and IAS 40) primarily with a view
to removing inconsistencies and clarifying wording (amendments are to be applied for annual
periods beginning on or after July 1, 2014),

s JFRIC 21 “Levies” (effective for annual periods beginning on or after January 1, 2014).

The Bank anticipates that the adoption of these standards, amendments to the existing standards and
interpretations will have no material impact on the separate financial statements in the period of initial
application, except for the one noted below which might have material effect on the financial
statements:

s IFRS 9 Financial Instruments uses a single approach to determine whether a financial asset is
measured at amortised cost or fair value, replacing the many different rules in IAS 39. The
approach in IFRS 9 is based on how an entity manages its financial instruments (its business
model) and the coniractual cash flow characteristics of the financial assets. The new standard
also requires a single impairment method to be used, replacing the many different impairment
methods in IAS 39,

At the same time, hedge accounting regarding the portfolio of financial assets and liabilities, whose
principles have not been adopted by the EU, is still unregulated.

According to the Bank’s estimates, application of hedge accounting for the portfolio of financial assets
or liabilities pursuant to TAS 39: Financial Instruments: Recognition and Measurement, would not
significantly impact the separate financial statements, if applied as at the reporting date.

ACCOUNTING POLICY

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 finarcial position and result of operations in the annual financial
statements.

Major components of the accounting policy

Interest income and expenses

Interest income and expenses are recognized on a time proportion basis using the effective interest
method, as the difference between the amount at initial recognition of the respective asset or liability
and the amount at maturity is amortized.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail, §
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CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

ACCOUNTING POLICY (CONTINUED)

For loans granted by the Bank and amounts owed to depositors, where the interest is calculated on a
daily basis by applying the contractual interest rate to the outstanding balance, the effective interest
rate is considered to be approximately equal to the contractual interest rate due to the nature of the
contractual terms.

Interest earned as a result of holding trading securities or securities available for sale is reported as
interest income. Interest income includes the amount of amortization of any discount, premium or
other difference between the initial cost of debt securities and their amount at maturity.

Upon acquisition of an interest-bearing investment, the interest accrued as of the acquisition date is
accounted for as interest receivable.

Fees and commissions

Fees and commissions consist mainly of fees for payment transactions in BGN and in foreign
currency, fees for granting and management of loans, opening of letters of credit and issuance of
guarantees. Fees and commissions are recognized when the service is performed or becomes due.

Commissions arising from foreign currency transactions are reported in the statement of
comprehensive income on their receipt. Fees and commissions for granting and management of loans
when considered to be part of the effective income are amortized during the loan term and are
recognized as current financial income during the period by adjusting the effective interest income.

Foreign currency transactions

Transactions denominated in foreign currency are converted into BGN at 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 the statement of 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 rate for the respective day. The net gains and losses, arising from revaluation
of balance sheet currency positions, are reported in the statement of comprehensive income 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 31 December 2013 and 2012 are as follows:

December 31, 2013 December 31, 2012

USD 1 = BGN 1.41902 USD 1= BGN 1.4836

This document is a translation of the criginal Bulgarian text, in case of divergence the Bulgarian text shall prevail. g
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CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

ACCOUNTING POLICY (CONTINUED)
Major components of the accounting policy (c(_)ntinued)
Financial assets

Financial assets held for trading are acquired by the Bank with the purpose of generating income from
short-term price or dealing margin fluctuations, or they are assets, included in a portfolio, for which a
short-term profit realization is probable. These include discount and interest-bearing government
securities held for trade, as well as corporate securitics of financial and non-financial companies, in
which the Bank does not have a controlling interest.

Financial assets available for sale are those financial assets, which are not held for trading, not held to
maturity and are not loans and receivables, which have initially originated at the Bank. Financial
assets available for sale include acquired interest-bearing government and corporate securities, as well
as equity investments in financial and non-financial enterprises, in which the Bank does not have a
controlling interest.

Financial assets held to maturity are assets with fixed payments and maturity, which the Bank has the
intention and ability to hold to maturity, irrespective of the possibility to sell them upon arising of
favourable condittons in the future. These assets consist of acquired interest-bearing government and
corporate securities.

Loans and advances, originated initially by the Bank with a fixed maturity date, are financial assets,
incurred by direct granting of funds or services with fixed maturity to certain customers.

Recognition

Financial assets are recognized only when the Bank becomes a party under the contract provisions of
the instrument. Their initial recognition is on the contract settlement date /payment date/.

Initial measurement

Financial assets held for trading are recognized initially at fair value. All expenses related directly to
the acquisition of the financial asset are reported as current.

Financial assets, other than financial assets held for trading, are recognized initially at fair value,
which is equal to the amount of the fair value of the consideration given and the related expenses. The
expenses related to the transaction and included in the acquisition cost are fees, commissions and other
remuneration paid to agents, brokers, consultants, dealers, and other persons directly involved in the
transaction, taxes, charges, permits, ete. paid to stock exchanges and regulatory authorities. All other
expenses are reported as current expenses in the period when incurred. Acquisition cost does not
include accrued interest on the financial asset, not paid as of the date of acquisition. Such interest is
reported as accrued interest receivable.

Subsequent measurement

After initial recognition, financial assets held for trading are stated at fair value. Fair value is
determined on the basis of quoted prices on an active market. The difference between the carrying
amount of the financial asset and its fair value is reported as a current financial income or current
financial expense in the period of occurrence.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 10
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CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

ACCOUNTING POLICY (CONTINUED)
Major components of the accounting policy (continued)

Financial assets (continued)
Subseguent measurement {continuec)

After initial recognition, financial assets held for trading are stated at fair value. Fair value is
determined on the basis of quoted prices on an active market or other reliable models for
measurement, which reflect the specific circumstances of the issuer. The difference between the
carrying amount of the financial asset and its fair value is accounted for as an increase or decrease of
revaluation reserve. After initial recognition, equity instruments, classified as financial assets available
for sale, for which there are no quoted prices on an active market and/or for which no reliable models
for measurement can be applied are stated at cost.

After initial recognition, financial assets held to maturity are stated at amortized cost, applying the
effective interest method and are not revaluated. Amortized cost is the initial value /acquisition cost/
of the asset, increased by the accumulated amortization for any difference between the initial amount
and the amount at maturity, and reduced by repayments of principle, accumulated amortization for any
difference between the initial amount and the amount at maturity, and the allowance for impairment
and/or uncollectability. The amortization is calculated by applying the effective interest rate.

After initial recognition, loans and advances originated initially by the Bank with fixed maturity are
reported at amortized cost, applying the effective interest method and are not subject to revaluation,

The amortized cost is the initial value of the asset, increased by the accumulated amortization for any
difference between the initial amount and the amount at maturity, less repayments of the principle and
the allowance for impairment and/or uncollectability. The amortization is calculated by applying the
effective interest rate.

Derecognition

Financial assets are derecognized when the Bank loses control over the contractual rights in relation to
realizing the rights associated with the asset, waiver of the rights associated with the asset and expiry
of the term for realizing of the rights associated with the asset. Net profit or loss as a result of the write
off is reported in the statement of comprehensive income in the period of its occurrence. The
revaluation reserve accumulated as of the date of derecognition is recognized as current financial
expense or financial income.

EImpairment for uncollectability

Financial assets are impaired if any conditions for impairment exist: there is evidence about financial
difficulties; there is an actual breach of the contract; the issuer has performed restructuring of the debt;
the issuer’s securities have been excluded from the stock exchange.

For the purpose of preparation of the financial statements, financial assets available for sale, which are
stated at fair value, are reviewed for impairment, if impairment is not already provided in the
revaluation performed as of the date of annual financial statements. In case of existing condition for
impairment, the recoverable amount of financial assets is determined.

This document {s a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 11
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ACCOUNTING POLICY (CONTINUED)
Major components of the accounting policy (continued)

Financial assets (continued)
Impairment for uncollectability (continued)

If the expected recoverable amount of the financial assets is lower than their carrying amount,
impairment is provided as follows:

- if at the moment of impairment there is no revaluation reserve — the difference between the
carrying amount and the expected recoverable amount is recorded as a current financial expense
and a decrease in the value of financial assets;

- if at the moment of impairment there is a revaluation reserve, which is positive and lower than the
amount of impairment — the carrying amount of the assets and the amount of the revaluation reserve
/which becomes zero/ are decreased by the amount of impairment up to the revaluation reserve
balance. The remaining part of the amount of impairment is accounted for as a current financial
expense and a decrease in the carrying amount of assets;

- if at the moment of impairment there is a revaluation reserve, which is negative, the difference
between the carrying amount and the expected recoverable value is recorded as a current financial
expense and a decrease in the value of the financial assets, and the negative value of the revaluation
reserve is transferred to and stated in the current financial expenses;

- if at the moment of impairment there is a revaluation reserve, which is positive and is greater than
the amount of impairment, the value of the investment and the amount of the revaluation reserve
are decreased by the impairment amount.

Financial assets held to maturity are reviewed for indications of impairment, in relation to preparation
of the annual financial statements. Allowances for impairment and uncollectability of the securities
held by the Bank, measured at amortized cost, are determined as the difference between the carrying
amount and the present value of the future cash flows, discounted at the original effective interest rate.
If the present value of the future cash flows of securities is lower than their carrying amount, then
allowance for impairment is provided. The difference is reported as current financial expense and
decrease in the value of securities. Decrease of allowances for impairment and uncollectability is
stated in the statement of comprehensive income for the respective period. Recovered amounts,
previously written off, are treated as income by releasing the allowances for impairment and
uncollectability for the respective year,

Loans and advances, originated initially by the Bank with a fixed maturity, are reviewed for
indications of impairment, in relation to preparation of the annual financial statements. Allowances for
impairment and uncollectability of loans originated by the Bank, measured at amortized cost, are
determined as the difference between the carrying amount and the present value of the future cash
flows discounted at the loan original effective interest rate, where appropriate. Management
determines the expected future cash flows based upon reviews of individual borrowers, loan exposures
and other relevant factors. If the present value of the future cash flows of loans is lower than their
carrying amount, then allowance for impairment is provided.

This decument is a translation of the original Bulganan text, in case of divergence the Bulgarian text shall prevail, 12
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ACCOUNTING POLICY (CONTINUED)
Major components of the accounting peolicy (continued)

Financial assets (continued)

The difference is reported as a current financial expense and a decrease in the value of loans. Decrease
of allowances for impairment and uncollectability is stated in the statement of comprehensive income
for the respective period. Recovered amounts, previously written off, are treated as income by
releasing the allowances for impairment and uncollectability for the respective year. Loans and
advances that cannot be recovered are written off and charged against the accumulated allowances for
impairment and uncollectability. Such loans are written off after all necessary legal procedures have
been completed and the amount of the loss has been determined.

The Bank has adopted a methodology for the calculation of allowances for impairment of loans based
on IFRS and in compliance with the requirements of the banking regulations in Bulgaria. The Bank
classifies its loans in several groups. A specified percentage rate for non-regular loans, which are
above the minimum required by the regulations, is applied to contractual cash flows as a mean to
determine the expected cash flows, which are then to be discounted as stated above. Other specific
requirements of the regulations relate to conditions for transfers of non-regular into regular loans and
recognition of liquid collaterals with the purpose of assessment of the allowances for impairment and
uncollectability of loans.

The amount of potential losses, which are not exactly identified, but based on previous experience
may be expected for a group of loans with similar characteristics, is also charged as provision expense
and decrease of the loans’ carrying amount. The expected losses are measured based on previous
experience, customers’ credit rating, and economic environment.

Investments in subsidiaries

Subsidiaries are those entities in which the Bank’s ownership directly or indirectly exceeds 50% of the
voting rights or it can exercise control over their operating and financial policy.

In the separate financial statements of the Bank the shares and interests in the subsidiaries are initially
recognized at acquisition 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 received from subsidiaries are recognized and reported in the statement of comprehensive
income, when the right of the Bank for receiving dividend is established.

Receivables and liabilities under repurchase agreements

Receivables and liabilities under repurchase agreements are recognized at cost, 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 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 fransferred.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 13



3.2.
3.2.7.

3.2.8.

3.2,

CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

ACCOUNTING POLICY (CONTINUED)
Major components of the accounting policy (continued)

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.

Fair value of financial assets and lHabilities

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. For this purpose
fair value is defined as the amount, for which an asset can be exchanged, or a liability settled between
knowledgeable, willing parties in an arm’s length transaction.

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. Sufficient market experience, as well as stable
and liquid market currently does not exist for purchases and sales of loans and equity instruments, for
which published market information is not readily available. In the opinion of the management, under
these circumstances, the reported recoverable amounts of the financial assets and liabilities are the
most reliable and efficient 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 1
and 2 of the fair value hierarchy and the respective reasons, as well as reconciliation of opening and
closing balances for the level 3 measurements,

Fair value hierarchy

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 material effect on
the reported fair value is subject 1o direct or indirect monitoring;

- Level 3: techniques which use incoming information that has material effect on the reported fair
value and are not based on monitored market data.

Netting

The financial assets and liabilities are netted, 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.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 14
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ACCOUNTING POLICY (CONTINUED)

Major components of the accounting policy (continued)

Provisions for credit commitments -

The amount of provisions for guarantees and other off-balance credit commitments 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
the statement of comprehensive income for the respective period.

Derivatives

Derivatives are stated 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 the statement of comprehensive income.

Property, plant and equipment and intangible 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
accumulated losses from impairment.

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 vears)
Fixtures and fittings 15% (7 years)
Motor vehicles 15% (7 years)
Other assets 15% (7 years)
Special equipment, cable networks and security systems 4% (25 years
Equipment, including hardware and software 20% (5 years)

Land, assets for resale, assets under construction, assets to be disposed and fully depreciated assets are
not subject to depreciation.

The management of the Bank has performed a review for impairment of property, plant and equipment
and intangible assets as of the date of preparation of these separate financial statements. No evidence
of impairment of property, plant and equipment and intangible assets has been identified; therefore
they have not been impaired.

Non-current assets held for sale
Real cstate property acquired by the Bank as a mortgage creditor on granted and not serviced loans is
classified as non-current assets held for trading and is stated initially at cost. After initial recognition,

these assets are reported at the lower of the carrying amount or fair value, less expenses for
realization. No depreciation is accrued for these assets.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 15
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ACCOUNTING POLICY (CONTINUED)
Major components of the accounting policy (continued)
Taxation

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
Buigarian 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 comprehensive
income, is also recognized in the statement of 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 loss).

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).

Current and deferred taxes are recognized as income or expense and are included in the net profit for
the period, except to the extent that the tax arises from a transaction or event, which is recognized in
the same or different period, directly in equity. Deferred taxes are charged or deducted directly in
equity, when the tax relates to items that are charged or deducted in the same or different period,
directly in equity.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 16
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ACCOUNTING POLICY (CONTINUED)
Accounting estimates, assumptions and key areas of uncertainty

The presentation of financial statements requires 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:

Tair value of the financial instruments;
Allowances for impairment of loans;

Useful life of the depreciable assets;
Impairment of financial assets available for sale.

® & ©

In the last several years as a result of the global economic crisis different industries and sectors in the
Bulgarian economy have marked a decline which causes uncertainty and risks for their development in
the foreseeable future. The declining rates of economic development increase the risks of the
economic environment in which the Bank operates. Therefore, the amount of impairment losses on
loans and advances, financial assets available for sale, other financial instruments, as well as the
values of other accounting estimates in subsequent reporting periods may differ from those measured
and reported in these separate financial statements. 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 34.

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 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. Bulgarian banks must maintain Core Tier I Capital Adequacy Ratio of at least 6%, and
Total Risk Capital Adequacy Ratio of at least 12%. For 2013 and 2012 the Bank is in compliance with
the regulatory requirements for minimum capital adequacy.

This document is a translation of the original Bulgatian text, in case of divergence the Bulgarian text shall prevail. 17
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CASH AND BALANCES WITH THE CENTRAL BANK

As of As of
31.12.2013 31.12.2012
Cash in hand:
in BGN 76,583 55,595
In foreign currency 41,714 34,432
Cash in transit:
In BGN 1,043 1,312
In foreign currency 618 1,106
Cash in Central Bank:
Current account in BGN 721,072 689,422
Current account in foreign currency 574 263
Minimum required reserve in foreign currency 88,012 88,012
Reserve guarantee fund RINGS 1,288 1,435
TOTAL CASH AND BALANCES WITH THE CENTRAL BANK 930,904 871,577

The current account with BNB is used for direct participation in the government securities and money
market, as well as for the purposes of bank settlement in the country.

Commercial banks in Bulgaria are required to maintain minimum required reserves at BNB. The
minimum obligatory reserve, periodically set by BNB, is interest-free and is calculated as a percentage
ratio based on the attracted funds in BGN and foreign cwrrency. These reserves are regulated on a
monthly basis as any deficit incurs interest penalties. No restrictions are imposed by the Central Bank
for using the minimum reserves, as daily fluctuations within the one-month regulation period are
allowed.

In compliance with the Ordinances of the Central bank, the Bank allocates reserve guarantee fund to
ensure the settlement of payments by means of the Real Time Gross Settlement system RINGS.

PLACEMENTS WITH, AND ADVANCES TO BANKS

Asof Asof
31.12.2013 31.12.2013
Term deposits with local banks

In BGN 31,042 15,521
In foreign currency 64,510 78,946
Term deposits with foreign banks in foreign currency 152,208 53,023

Nostro accounts with local banks
In BGN 33 12,696
In foreign currency 28,420 2,835
Nostro accounts with foreign banks in foreign currency 17,504 20,602
TOTAL PLACEMENTS WITH, AND ADVANCES TO BANKS 293,717 183,623

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 18
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RECEIVABLES UNDER REPURCHASE AGREEMENTS

As of 31 December 2013 the Bank has signed repurchase agreements at the total amount of
BGN 48,664 thousand, including interest receivables. Part of that is in the amount of
BGN 15,489 thousand. The Bank has pledged as collateral Bulgarian government securities having an
approximately equal value to secure the receivable. The remaining amount of BGN 33,175 thousand
the Bank has pledged as collateral corporate securities having an approximately equal value. The
agreements’ maturities are between Janvary and June 2014.

As of 31 December 2012 the repurchase agreements amount to BGN 63,976 thousand, including
interest receivables.
FINANCIAL ASSETS HELD FOR TRADING

Financial assets held for trading consist of trading securities, including the amount of accrued interest,
based on their original maturity as well as derivatives, held for trading, as follows:

As of As of

31.12.2013 31.12.2012

Short-term Bulgarian government notes 13,694 -
Medium-term Bulgarian government notes 16,805 18,176
Long-term Bulgarian government notes 711 723
Bulgarian corporate securities 87,526 65,050
Derivatives, held for trading 13,097 12,252
TOTAL FINANCIAL ASSETS HELD FOR TRADING 131,833 96,201

Short-term Bulgarian government notes

As of 31 December 2013 the short-term Bulgarian government notes amounting to
BGN 13,694 thousand are stated at fair value and include securities denominated in BGN, issued by
the Bulgarian government.

Medium-term Bulgarian government notes

As of 31 December 2013 and 2012 the medium-term Bulgarian government notes amounting to
BGN 16,805 thousand and BGN 18,176 thousand are stated at fair value and include securities
denominated in BGN, issued by the Bulgarian government.

Long-term Bulgarian government bonds

As of 31 December 2013 and 2012 the long-term Bulgarian government bonds amounting to

BGN 711 thousand and BGN 723 thousand, respectively, are stated at fair value and include securities
in BGN, issued by the Bulgarian government.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail. 19
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FINANCIAL ASSETS HELD FOR TRADING (CONTINUED)
Bulgarian corporate securities

As of 31 December 2013 the Bank owns corporate securities, issued by non-financial companies and
financial institutions, amounting to BGN 87,526 thousand as part of that in the amount of BGN
55,352 thousand represent shares of public companies, listed on the Bulgarian Stock Exchange. They
are disclosed in these financial statements at fair value.

As of 31 December 2013 the Bank owns shares in “Texim” Mutual Fund, “Real Finance” Mutual
Fund, “Select Balance” Mutual Fund and “Real Finance Balanced Fund” Mutual Fund at the amount
of BGN 7,926 thousand.

As of 31 December 2012 the Bank owns corporate securities, issued by non-financial companies and
financial institutions, amounting to BGN 65,050 thousand as part of that in the amount of BGN
45,836 thousand represent shares of public companies, listed on the Bulgarian Stock Exchange. They
are disclosed in these financial statements at fair value.

As of 31 December 2012 the Bank owns shares in “Texim” Mutual Fund at the amount of
BGN 251 thousand.

Derivatives heid for trading

As of 31 December 2013 and 2012 derivatives, held for trading, at the amount of
BGN 13,097 thousand and BGN 12,252 thousand respectively, are carried at fair value and include
sale-purchase transactions of foreign currency, securities, forward agreements and currency swaps in
the open market.

Bulgarian securities pledged as collateral

As of 31 December 2013 and 2012 government bonds, issued by the Bulgarian government amounting
to BGN 31,106 thousand and BGN 6,130 thousand, respectively, have been pledged as a collateral for
servicing of budget accounts.

LOANS AND ADVANCES TO CUSTOMERS, NET
(a) Analysis by type of clients

As of As of
31.12.2013 31.12.2012
Individuals:
In BGN 196,534 200,172
In foreign currency 30,916 31,965
Enterprises:
InBGN 757,631 664,397
In foreign currency 814,567 720,966
1,799,648 1,617,500
Allowance for impairment and uncollectability (27,650) {27,238)
TOTAL LOANS AND ADVANCES TO CUSTOMERS, NET 1,771,998 1,590,262
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LOANS AND ADVANCES TO CUSTOMERS, NET (CONTINUED)

Loans and advances to customers as of 31 December 2013 include deposits with international
financial institutions on margin transactions with derivatives amounting to BGN 18,660 thousand

(2012: BGN 15,449 thousand), including result of transactions.

(b) Analysis by economic sector

As of As of

31.12.2013 31.12.2012
Agriculture and forestry 75,824 69,043
Manufacturing 85,233 90,817
Coenstruction . 91,320 85,862
Trade and finance 1,043,306 905,974
Transport and communications 164,247 134,960
Individuals 227,450 232,137
Other 112,268 98,707
1,799,648 1,617,500
Allowance for impairment and uncollectability (27,650) (27,238)
TOTAL LOANS AND ADVANCES TO CUSTOMERS, NET 1,771,998 1,590,262

(c) Interest rates

Loans denominated in BGN and foreign currency carry interest at floating rates. Under the terms of
these loans, the interest rate is calculated as the Bank base interest rate, plus a margin. The interest
rate margin on performing (regular) loans varies from 2% to 5% based on the credit risk associated
with the borrower, and a 35% interest is charged as penalty on overdue loans, corresponding to the

interest on not allowed overdraft.

OTHER ASSETS
As of Asof
31.12.2013 31.12.2012
Deferred tax assets 172 183
Current tax assets 427 1,075
Deferred expenses 4,607 6,558
Established real rights for use of buildings 46,929 53470
Other assets 5,271 4707
TOTAI OTHER ASSETS ' 57,406 65,993

Deferred expenses represent prepaicd amounts for advertising, rent, insurance, etc.

The established real rights for use of buildings are received as follows:

in December 2008 from two Bulgarian commercial companies. The real rights are related to two
solid administrative buildings, which are situated in the very centre of Sofia, which will be used
for the purposes of the head office of the Bank. The real right of use on the first building is
established for a period of 98 months for the amount of EUR 5,372 thousand. The real right of
use on the second building is established for a period of 149 months for the amount of EUR

15,598 thousand.

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

21



10.

CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

OTHER ASSETS (CONTINUED)

- in June 2010 from a Bulgarian commercial company. The real rights are related to fourteen
administrative buildings located in several large cities throughout the country, which will be used
as Bank’s offices. The rights of use on the buildings are established for a period between 115 and
120 months for the total amount of BGN 20,327 thousand.

- in December 2010 the term of the real right of use on one of the administrative buildings situated
in the very center of Sofia was extended by three months at the amount of EUR 292 thousand.

- in June 2011 from a Bulgarian commercial company. The real rights are related to cleven
administrative buildings located in several large cities throughout the country, which will be used
as Bank’s offices. The rights of use on the buildings are established for a period of 132 months
for the total amount of BGN 12,797 thousand.

The carrying amount of established real rights includes also the expenses for taxes and fees related to

the establishment. The carrying amount of each real right for use will be amortized on equal parts for
the respective period of use of buildings.

FINANCIAL ASSETS AVAILABLE FOR SALE

Financial assets available for sale consist of equity and debt securities, including the amount of
accrued interest, based on their original maturity, as follows:

Asof As of

31.12.2013 31.12.2012

Medium-term Bulgarian government bonds 28,895 26,108
Long-term Bulgarian government bonds 14,172 39,209
Toreign government bonds 34,819 -
Equity investments in financial institutions 9 9
Equity investments in non-financial institutions 27,741 26,927
Bulgarian corporate securities 70,957 79,327
Foreign corporate securities 29,566 29,748
Other 78 80
TOTAL FINANCIAL ASSETS AVAILABLE FOR SALE 206,237 201,408

Bulgarian securities, pledged as collateral

As of 31 December 2013 government bonds issued by the Bulgarian government amounting to
BGN 42,476 thousand are pledged as collateral for servicing of budget accounts.

Equity investments in finzncial institutions

As of 31 December 2013 equity investments in financial institutions include shares in commercial
banks.

Equity investments in non-financial institutions

As of 31 December 2013 equity investments in non-financial institutions comprise shares in
commercial companies and in mutual funds.
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FINANCIAL ASSETS AVAILABLE FOR SALE (CONTINUED)
Bulgarian corporate securities

As at 31 December 2013 the Bulgarian corporate securities available for sale represent bonds. None of
these investments are in a subsidiary or in an associated company.

Foreign corporate securities

As at 31 December 2013 foreign corporate securities available for sale represent bonds in two
commercial companies.

FINANCIAL ASSETS HELD TO MATURITY

Financial assets held to maturity represent Bulgarian government bonds and bonds of foreign

commercial company, including the amount of the accrued interest and discount/premium, based on
original maturity, as follows:

Asof As of

31.12.2013 31.12.2012

Medinm-term Bulgarian government bonds 93,952 50,143
Long-term government bonds 45,835 81,566
Corporate securities 20,465 20,790
TOTAL FINANCIAL ASSETS HELD TO MATURITY 160,252 152,499

Buigarian securities pledged as collateral

As of 31 December 2013 and 2012 government bonds issued by the Bulgarian government issued at
the amount of BGN 122,954 thousand and BGN 80,833 thousand, respectively, are pledged as
collateral for servicing budget accounts.

INVESTMENTS IN SUBSIDIARIES
Investmens in subsidiary Central Cooperative Bank, Skopje, Republic of Macedonia

In February 2008 the Bank acquired control on the equity of the subsidiary Central Cooperative Bank,
Skopje (in the Republic of Macedoniz). In October 2009 22,354 ordinary voting shares owned by the
Bank are converted into privileged shares with no voting rights. In December 2009 Central
Cooperative Bank AD Skopje withdrew 208 of its own privileged shares.

In 2010 by resolution of the General meeting of the shareholders of the subsidiary all privileged shares
with no voting rights were converted into ordinary voting shares as one privileged share with no voting
rights for one ordinary voting share. As of 31 December 2010 the Bank owns 263,696 ordinary voting
shares representing 82.63% of the subsidiary’s equity at the amount of BGN 34,881 thousand.
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INVESTMENTS IN SUBSIDIARIES

12.1, Investment in subsidiary Central Cooperative Bank, Skopje, Republic of Macedonia
(continued)

In April 2010 the Bank acquired 317,864 ordinary voting shares of the share capital of Stater Bank,
Kumanovo, Republic of Macedonia and obtained control of the equity of the subsidiary. Before the
acquisition the Bank owned 5,975 privileged shares with no voting rights of the subsidiary. Later,
within the year, by resolution of the General meeting of the shareholders of the subsidiary all
privileged shares with no voting rights were converted into ordinary voting shares as one privileged
share with no voting rights equalled one ordinary voting share. As of 31 December 2010 the Bank
owns 323,839 ordinary voting shares representing 93.79% of the subsidiary’s equity.

On 9 December 2010, by resolutions of the General meetings of the shareholders of the subsidiaries
Stater Bank AD Kumanovo and Central Cooperative Bank AD Skopje an agreement was reached to
merge Stater Bank AD Kumanovo into Central Cooperative Bank AD Skopje. According to this
merger agreement Central Cooperative Bank AD Skopje issued 233,944 new ordinary shares with
nominal value EUR 41.2069 or 593,795,205 MKD each. All new shares were given only to the
shareholders of Stater Bank AD Kumanovo and the coefficient of exchange of the existing shares of
Stater bank AD Kumanovo with the shares of the new issue was 1:0.6776. As a result of the exchange
Central Cooperative Bank AD Sofia acquired 219,425 ordinary shares of the new issue of Central
Cooperative Bank AD Skopje in place of the 323,839 ordinary shares in the equity of Stater Bank AD
Kumanovo owned as of 31 December 2010.

On 3 January 2011 the merger of Stater Bank AD Kumanovo in Central Cooperative Bank AD Skopje
was concluded and all assets of Stater Bank AD Kumanovo were transferred to Central Cooperative
Banks AD Skopje. On 3 January 2011, by decision of the Central Register of Republic of Macedonia,
Stater Bank AD Kumanovo ceased to exist as legal entity. After the merger conclusion the capital of
Central Cooperative Bank AD Skopje consists of 553,087 ordinary shares with nominal value
EUR 41.2069 each.

As of 31 December 2011 Central Cooperative Bank AD Sofia owns 483,121 ordinary shares in the
equity of Central Cooperative Bank AD Skopje which represents 87.35% of the share capital of the
subsidiary.

In 2012, there is no changes in the shareholding of the Central Cooperative Bank AD, Sofia in Central
Cooperative Bank AD, Skopje, and therefore as of 31 December 2012 Central Cooperative Bank AD,
Sofia owns 483,121 ordinary shares in the equity of Central Cooperative Bank AD Skopje which
represents 87.35% of the share capital of the subsidiary. As of 31 December 2012 the Bank's
investment in its subsidiary amounts to BGN 46,216 thousand.

In 2013, there is no changes in the shareholding of the Central Cooperative Bank AD, Sofia in Central
Cooperative Bank AD, Skopje, and therefore as of 31 December 2012 Central Cooperative Bank AD,
Sofia owns 483,121 ordinary shares in the equity of Central Cooperative Bank AD Skopje which
represents 87.35% of the share capital of the subsidiary. As of 31 December 2013 the Bank's
investment in its subsidiary amounts to BGN 46,216 thousand.
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INVESTMENTS IN SUBSIDIARIES (CONTINUED)
Investment in subsidiary CCB Assets Management EAD, Sofia, Bulgaria

In December 2011 the Bank acquired 500,000 non-materialised, ordinary shares by name, with voting
rights, and with nominal value of BGN 1.00 each, representing 100% of the capital of the Management
Company CCB Assets Management EAD with which the Bank received controlling interest in the
capital of the subsidiary.

In 2012 and 2013, there are no changes in the shareholding of the Central Cooperative Bank AD, Sofia
in Management Company CCB Assets Management EAD, therefore as of the 31 December 2012
Central Cooperative Bank AD, Sofia owns 500,000 ordinary shares of Management Company CCB
Assets Management EAD, which represents 100% of the share capital of the subsidiary, As of
31 December 2012 and 2013 the Bank's investment in its subsidiary amounts to BGN 3,200 thousand.

Investment in subsidiary ZAO AKB "TatInvestBank", Kazan, the Republic of Tatarstan,
Russian Federation

In May 2012 the Bank acquired 15,000,000 ordinary shares with voting rights and a nominal value of
RUB 10 each from the share capital increase of ZAO AKB "TatInvestBank", Kazan, the Republic of
Tatarstan, Russian Federation by which obtained a controlling interest in the subsidiary's share capital.
Before the acquisition the Bank owns 1,422,630 ordinary shares with voting rights of the subsidiary’s
equity. Later in the year, the Bank acquired additional 3,351 ordinary shares with voting rights of the
subsidiary’s share capital. As of 31 December 2012 the Bank owns 16,425,981 ordinary shares with
voting rights, representing 55.93% of the subsidiary’s share capital.

In 2013 the Bank acquired additional 71,924 ordinary shares with voting rights from the share capital
increase of ZAO AKB "TatInvestBank", Kazan, the Republic of Tatarstan, Russian Federation. As a
result, as of 31 December 2013, the Bank owns 16,497,905 ordinary shares with voting rights,
representing 56.20 % of the subsidiary’s share capital.
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PROPERTY, PLANT AND EQUIPMENT

Land and Equiptnen Motor Fixtures and Fixed assets in Other fixed Total
buildings i vehicles fittings process of assets
- acquisition -

1 Jatwary 2012 22,250 23,798 4,414 19,174 21,718 23,023 114,377
Acquisitions 9,326 3,485 1,025 1,021 11,171 47 26,499
Disposals (8,101) {28) (317 (46) (11,799) - (20,291)
31 December 2012 23475 27,255 5,122 20,149 21,090 23,494 120,585
Acquisitions 43,279 1,332 37 512 50,010 1,134 96,304
Disposals (9,191) (1) (378) 4 (62,656) - (72,230)
31 December 2013 57,563 28,586 4,781 20,657 8,444 24,628 144,659
Depreciation
1 January 2012 6,066 19,17¢ 3,910 11,033 14,299 54,478
Net charge for period 747 1,658 365 2336 2,757 7,863
Depreciation on
disposals (3.036) (28] (317) (40) - (3,421)
31 December 2012 3,777 20,800 3,058 13,329 - 17,056 58,920
Net charge for period 731 1,560 308 2,238 2,603 7,440
Depreciation on
disposals (3,359 [¢)] (376) 4 - (3,740)
31 December 2013 1,149 22,355 3,890 _15,563 - 19,659 62,620
Net book value
31 December 2012 19,698 6,455 1,164 6,820 21,090 6,438 61,665
31 December 2013 56414 6,227 891 5,094 8,444 4,969 82,039

The tangible assets in progress include repair works, performed by the Bank, concerning the
reconstruction of the leased premises into bank offices, whereas the repair works have not been finished
as at the date of preparing the separate statement of financial position.

NON-CURRENT ASSETS HELD FOR SALE
Non-current assets held for sale represent property acquired by the Bank for the period 2010 - 2013 as

mortgage creditor on granted and not serviced loans. These assets will not be used in Bank’s activity,
hence actions for their sale in 2014 have been commenced.

DEPOSITS FROM BANKS
As of As of
31.12.2013 31.12.2012
Demand deposits — local banks:
-in BGN 4,541 1,537
- in foreign currency 799 793
Demand deposits — foreign banks in foreign currency 665 1,013
Term deposits — local banks in BGN 17,995
Term deposits — foreign banks in foreign currency 10,120 10,267
TOTAL DEPOSITS FROM BANKS 16,125 31,605

LOANS FROM BANKS AND OTHER PAYABLES TO BANKS
As of 31 December 2013 the Bank has received loans from Bulgarian Development Bank at the

amount of BGN 7,072 thousand, including interest payables, as per loan agreement for transferring of
receivables from 2013. The deadline for the loan repayment is April 2015.
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LOANS FROM BANKS AND OTHER PAYABLES TO BANKS (CONTINUED)

In 2013 the Bank has made an early repayment of the loans from Bulgarian Development Bank at the
amount of BGN 40,937 thousand, including interest payables, as follows

- under a program for target refinancing of commercial for mid-term and long-term investment
crediting and project financing for technical renovation, implementing of new technologies,
know-how, increase of competitiveness and export potential, projects of the structural fund of
the EU and short-term pre-export financing of small and middle-sized enterprises registered
under the Commercial Act.

- under program for granting target credit lines to commercial banks for refinancing agricultural
producers.

AMOUNTS CWED TC CTHER DEPOSITORS

{a) Anaslysis by term and currency

Asof Asof
31.12.2013 31.12.2012
Demand deposits
In BGN 576,423 512,360
In foreign currency 93,795 133,125
670,218 645,485
Term deposits
In BGN 1,087,305 1,097,826
In foreign currency 979,378 930,208
2,066,683 2,028,034
Savings accounts
In BGN 354,260 101,291
In foreign currency - 157461 66,746
511,721 168,037
Other deposits
In BGN 20,983 18,439
In foreign currency 8,622 9,118
29,605 27,557
TOTAL AMOUNTS OWED TO OTHER DEPOSITORS 3,278,227 2,869,113
(b) Analysis by custoiner and currency type
As of As of
31.12.2013 31.12.2012
Deposits of individuals
InBGN 1,271,031 1,091,944
In foreign currency 871,013 766,219
2,142,044 1,858,163
Deposits of enterprises
In BGN 746,956 619,533
In foreign currency 359,622 363,860
1,106,578 983,393
Deposits of other institutions '
In BGN 20,983 18,439
In foreign currency 8,622 9,118
29,605 27,557
TOTAL AMOUNTS OWED TO OTHER DEPOSITORS 3,278,227 2,869,113
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OTHER ATTRACTED FUNDS

As of 31 December 2013 and 2012 other attracted funds include financing from the State Agricultural
Fund amounting to BGN 290 thousand and BGN 1,000 thousand (including interest) respectively, for
granting loans to the agricultural sector. The credit risk for collectability of these loans shall be
assumed by the Bank.

SUBORDINATED LIABILITIES

In December 2013 after received permission of BNB, the Bank has made an early repayment of the
subordinated term debt with CCB Group EAD from December 2012 under requirements of
Regulation Ne8, dated 14.12.2006 of BNB on the Capital Adequacy of Credit Institutions at the
amount of BGN 45,000 thousand, together with the interest payables.

ISSUED BONDS

In December 2013 the Bank issued through public offering convertible bonds at the amount of
EUR 36,000,000, divided into 36,000 bonds with a nominal value of EUR 1,000. The bonds are
subordinated, unsecured, interest-bearing, freely transferable, non-cash convertible into ordinary
shares of the Bank. The debenture loan has a term of 7 years at 4.3% annual interest rate, as the
principal of the loan is paid off at maturity of issue — 10.12.2020. The interest payments are made
annually with maturities as follows: 10.12.2014, 10.12.2015, 10.12.2016, 10.12.2017, 10.12.2018,
12.10.2019 and 12.10.2020. Under the terms of the issue the bondholders do not have the right to
require payment of principal and interest before maturity, including in cases of default of the issuer,
except in certain circumstances at the time of payment and prior authorization by BNB. Amendments
and additions to the terms of the bond issue can be made only with the prior written permission of
BNB. The liability as of December 31, 2013 amounts to BGN 69,897 thousand, including interest
payables and reflected costs associated with the issuance of the bonds.

OTHER LIABILITIES
Asof As of
31.12.2013 31.12.2012
Liabilities for unused paid leave 1,387 1,388
Derivatives, held for trading 10,860 8,264
Other liabilities 4,576 4,538
Deferred income 480 349
TOTAL OTHER LIABILITIES 17,303 14,539

Derivatives held for trading

As of December 31, 2013 and 2012 derivatives held for trading at the amount of BGN 10,860
thousand and BGN 8,264 thousand are presented at fair value and include sale and purchase
transactions of foreign currency, securities, forward contracts and foreign currency swaps on open
market.
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EQUITY
ISSUED CAPITAL

As of December 31, 2013 and 2012 the issued, called-up and fully paid-in share capital of the Bank
comprises 113,154,291 and 113,154,291 ordinary voting shares with a nominal value of BGN 1 each.

The Bank’s Parent company CCB Group EAD is a subsidiary of Chimimport AD, which is a public
company and its shares are traded on the Bulgarian Stock Exchange.

Principal shareholders 2013 2012
Share capital Percentage Share Percentage
rate capital rate

CCB Group EAD 77,584 68.56 77,584 68.56
Chimimport AD 11,202 9.90 5,811 5.14
Loriyan EOCD - - 3917 3.46
ZAD Armeetz AD 3,783 3.34 3,783 334
Universal Pension Fund Saglasie 2,735 2.42 1,685 1.49
Other 17,850 15.78 20,374 18.01

113,154 100 113,154 100

RESERVES, INCLUDING RETAINED EARNINGS

As of December 31, 2013 reserves, including retained earnings include undistributable portion of
BGN 7,059 thousand and distributable portion of BGN 146,284 thousand.

REVALUATION RESERVE

The revaluation reserve is formed by revaluation of financial instruments available for sale.

INTEREST INCOME/ INTEREST EXPENSE

Year ended Year ended
31.12.2013 31.12.2012
Interest income by source:
Loans 135,013 143,855
Securities 18,183 18,788
Deposits in banks 2,587 2,376
TOTAL INTEREST INCOME 155,783 165,019
Year ended Year ended
31.12.2013 31.12.2012
Interest expenses by recipients:
Deposits to customers 08,247 110,209
Deposits to banks 590 465
Loans 139 2,082
Subordinated liabilities 1,991 23
Issued bonds 191 .
Other 13 192
TOTAL INTEREST EXPENSE 101,171 112,948
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INCOME FROM/EXPENSES FOR FEES AND COMMISSIONS

Year ended Year ended

31.12.2013 31.12,2012
Granting and repayment of loans 1,571 5,680
Servicing of off-balance sheet commitments 1,215 1,276
Servicing of accounts 7,060 2,824
Bank transfers - domestic and international 21,365 17,844
Other income 7,080 7,837
TOTAL FEES AND COMMISSIONS INCOME 38,291 35,461

Year ended Year ended

31.12.2013 31.12.2012
Servicing of accounts 199 166
Bank transfers - domestic and international 4,515 3,671
Securities’ transactions 63 407
Clearing valuabte consignments 203 208
Other expenses 310 225
TOTAL EXPENSES FOR FEES AND COMMISSIONS 5,281 4,677
GAINS FROM DEALING WITH SECURITIES, NET

Year ended Year ended

31.12.2013 31.12.2012
Gains on dealing with securities available for sale, net 4,308 2,677
(Losses) on dealing with securities held to maturity, net (6) -
(Losses) / Gains on dealing with securities held for trading, net (3,668) 798
Gains on revaluation of securitics held for trading, net 8,980 9,619
TOTAL GAINS FROM DEALING WITH SECURITIES, NET 9,614 13,094
FOREIGN EXCHANGE GAINS, NET
Net foreign exchange gains arise from:

Year ended Year ended

31.12.2013 31.12.2012
Dealing gains, net 6,347 7,119
(Revaluation (loss), net (1,114) (1,229)
TOTAL FOREIGN EXCHANGE GAINS, NET 5,233 5,890

Dealing gains represent net gains arising from purchases and sales of foreign currency. Revaluation
loss represents loss in BGN arising from the revaluation of assets and liabilities, denominated in
foreign currency.
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OTHER OPERATING INCOME, NET

Year ended Year ended

31.12.2013 31.12.2012
Income from dividends 789 802
Income from cession contracts 14,688 7,181
Income from sale of property, plant and equipment 4,294 12,173
Other operating income 1,097 688
TOTAL OTHER OPERATING INCOME, NET 20,868 20,844

The income from cession contracts in 2013 originates from cash receivables under loan agreements,
which were transferred on the part of the Bank through cession contracts at the amount of BGN 14,688

thousand. In 2012 income from cession contracts amounted to BGN 7,181 thousand.

OPERATING EXPENSES

Year ended Year ended

31.12.2013 31.12.2012
Salaries and other personnel costs 31,201 31,731
Administrative and marketing costs 44 570 43,295
Other expenses 20,121 16,754
Depreciation/amortization 7,440 7,862
Materials and repair works 2,736 2,723
TOTAL OPERATING EXPENSES 106,068 102,365

NET EXPENSES FOR IMPAIRMENT AND UNCOLLECTIBILITY

Loans granted to
clients

BALANCE AS OF JANUARY 1, 2012 25,768
Charges for the period 17,166
Recoveries during the period (8,516)
Written off (7,130)

BALANCE AS OF DECEMBER 31, 2012 27,238
Charges for the period 12,219
Recoveries during the period (5,986)
Written off {5,821)

BALANCE AS OF DECEMBER 31, 2013 27,650

TAXES

Tax expenses are presented as follows:

Year ended Year ended

31.12.2013 31.12.2012

Current tax expenses 880 1,610
Income from deferred taxes, related to the origination and reversal

of temporary differences 11 (28)

TOTAL TAX EXPENSES 891 1,582
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TAXES (CONTINUED)

Current tax expenses represent the amount of the tax due according to Bulgarian legislation and the
applicable tax rates of 10% for 2013 and 2012. Deferred tax income and expenses result from the
change in the carrying amount of deferred tax assets and liabilities. The deferred tax assets and
ligbilities as of December 31, 2013 and 2012 are calculated based on the tax rate of 10%, effective for
2014 and 2013.

Deferred tax assets are as follows:

As of Asof
31.12.2012 31.12.2011
Deferred tax assets:
Other liabilities (unused annual paid leaves) 156 157
Property, plant and equipment and intangible assets 16 26
DEFERRED TAX ASSET 172 183
Deferred tax liabilities are as follows:
Asof Asof
31.12.2013 31.12.2012
Deferred tax liabilities:
Merge of entities during 2010 209 209
DEFERRED TAX LIABILITY 209 209

The relationship between tax expense in the statement of comprehensive income and the accounting
profit is as follows:

Year ended Year ended
31.12.2013 31.12.2012
Profit before taxes 11,036 11,668
Taxes at applicable tax rates: 10% for 2013 and 10% for 2012 1,104 1,167
Tax effect on non-taxable income/non-taxable deductible expenses
from transactions with shares on a regulated local exchange,
dividends and other (213) 415
TAX EXPENSES 891 1,582
EFFECTIVE TAX RATE 8,07% 13,56%
FARNINGS PER SHARE (IN BGN)
Year ended Year ended
31.12.2013 31.12.2012
Net profit before tax in BGN thousands 10,145 10,086
Weighted average number of shares 113,154 291 113,154,291
EARNINGS PER SHARE (IN BGN) 0.09 0.09

The basic earnings per share is determined by dividing the net profit for the period, attributable to
ordinary shareholders, by the weighted average number of ordinary shares outstanding during the
years ended December 31, 2013 and 2012, respectively.
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EARNINGS PER SHARE (IN BGN) (CONTINUED)

The weighted average number of shares is calculated as a sum of the number of ordinary shares
outstanding at the beginning of the period and the mumber of ordinary shares issued during the period,
as every of the above sums is multiplied by the time-weighting factor in advance.

The Bank does not have potentially dilutive instruments and diluted earnings per share is the same as
basic earnings per share.

CONTINGENT LIABILITIES

The total amount of contingent liabilities as of the year end is as follows:

Asof As of
31.12.2013 31.12.2012

Bank guarantees
In BGN 33,636 27,510
In foreign currency 27,795 47902
Irrevocable commitments 101,806 72,797
Other contingent liabilities 241 71
TOTAL CONTINGENT LIABILITIES 163,478 148,280

As of December 31, 2013 and 2012 the Bank has signed contracts for granting loans to customers at
the total amount of BGN 101,806 thousand and BGN 72,797 thousand, respectively. The future
utilization of these amounts depends on the customers’ ability to meet certain criteria, including no
record of overdue payments on previously granted loans, provided collateral with suitable quality and
liquidity, ete.

ANALYSIS OF CHANGES IN CASH AND CASH EQUIVALENTS

Year ended Year ended

31.12.2013 31.12.2012

Cash 119,958 92,445

Balances with the Central Bank 810,946 779,132
Placements with, and advances to, banks with residual maturity

up to 3 months 289,973 180,584

AS OF DECEMBER 31 1,220,877 1,052,161

FINANCIAL RISK MANAGEMENT

The risk inherent to the Bank’s operations with financial instruments is the possibility that actual
proceeds from owned financial instruments could differ from the estimated ones. The specifics of
banking necessitate adequate systems for timely identification and management of different types of
risk as emphasis is put on risk management procedures, mechanisms for maintaining risk in reasonable
limits, optimal liquidity and portfolio diversification. The main risk management goal is to present and
analyse the types of risks, which the Bank is exposed to, in a convincing and comprehensive manner.

This document is a translation of the original Bulgarian text, in case of divergence the Bulgarian text shall prevail, 33



34.

CENTRAL COOPERATIVE BANK AD

NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

FINANCIAL RISK MANAGEMENT (CONTINUED)

The risk management system has preventive functions for loss prevention and control of the amount of
incurred loss and includes:
e Risk management policy;
rules, methods and procedures for assessment and risk management;
risk management organizational structure;
parameters and limits for transactions and operations;
procedures for reporting, assessment, notification and subsequent control of risks.

The main underlying principles in the Bank’s risk management policy are:
e separation of responsibilities between those taking the risk and those managing risk;
e the principle of caution, which presumes the consideration of the worst case scenario for each
of the risk weighted assets;
e the principle of risk management at the source.

The risk management organizational structure is centralized and structured in terms of competency
levels as follows:

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

o Special collective bodies — prepare proposals to MB, the Executive directors and the
Procurator regarding the Bank’s risk management framework and activity parameters;

o Executive directors and Procurator — fulfil the general control, organize and manage the
approval process and application of adequate policies and procedures within the frameworks
of the risk management strategy, adopted by the Bank;

o Heads of structural units within the Bank - implement the adopted risk management policy in
the organization of the activities of the respective organizational units.

The Bank’s exposures in derivative financial instruments are presented at fair value transactions for
the purchase and sale of foreign currency, securities, forward contracts and foreign currency swaps on
the open market, Most of them represent positions of the Bank’s clients for foreign currency sale and
purchase transactions and the related transactions on behalf of the Bank. The traded on the Bank’s
account speculative positions in derivative instruments are less than 10% of the total fair value of the
derivative financial instruments, with insignificant amount and the Bank is not exposed to the
respective risks inherent to such instruments.

The nature and the essence of the risks, inherent to financial instruments of the Bank are as follows;
Credit risk

Credit risk is the risk of loss due tc the probability that a counterparty will be unable to pay its
obligations when due or at all. The Bank manages the credit risk inherent for banking portfolio and
trade portfolio. For the individual business segments the Bank applies individual credit policies.

For credit risk limitation, the Bank has implemented system of limits by classes, exposures, business
sectors, geographical regions, client’s profile and credit groups bearing common risk. The limits

define the risk appetite and tolerance to credit risk and the capital planned allocation needed for its
covering.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk (continued)

To mitigate credit risk, respective collaterals and guarantees are required according to the internal
credit rules, the applied approach for calculating the capital requirements and the Bulgarian legislation
in effect.

Cash and balances with the Central bank at the amount of BGN 930,904 thousand does not bear credit
risk to the Bank due to their nature and the fact that they are at the Bank’s disposal.

Placements with, and advances to banks at the amount of BGN 293,717 thousand comprise mostly
deposits in first-class international and Bulgarian financial institutions with maturity up to 7 days.
Generally, according to the policy of the Bank, these financial assets bear some credit risk as its
maximum exposure as per the Bank’s policy can be is 20 %, 50% and 100% as the percentage is
defined based on the quality characteristics of the financial institution. As of December 31, 2013 the
absolute amount of this type of risk is BGN 59,216 thousand.

Receivables under repurchase agreements of securities at the amount of BGN 48,664 thousand bears
credit risk for the Bank depending on the provided collateral. Part of the receivables at the amount of
BGN 15,489 thousand does not bear credit risk for the Bank due to the fact that they are secured by
Bulgarian government securities, guaranteed by the Republic of Bulgaria. The residual part of the
reccivables at the amount of BGN 33,175 thousand are secured with corporate securities and bears
100% risk.

Financial assets held for trading at the amount of BGN 131,833 thousand bear mainly market risk for
the Bank which is discussed in the market risk disclosures.

Equity securities, available for sale at the amount of BGN 27,828 thousand represent shares in
financial and non-financial enterprises and mutual funds which bear maximum credit risk exposure of
100% as a percentage or of BGN 27,828 thousand as an absolute amount.

Debt securities available for sale and issued by the Republic of Bulgaria at the amount of BGN 43,066
thousand do not bear credit risk as they are guaranteed by the Bulgarian state. Debt securities available
for sale and issued by other European countries at the amount of BGN 34,819 thousand bear credit risk
to the Bank of 0%, 20% and 100% depending on the country — issuer, the amount of which is
BGN 6,204 thousand.

Debt securities available for sale and issued by local and foreign commercial companies at the amount
of BGN 98,539 thousand bear credit risk for the Bank with maximum exposure 100% or BGN 98,539
thousand as an absolute amount.

Debt securities held to maturity and issued by the Republic of Bulgaria at the amount of
BGN 139,787 thousand do not bear credit risk for the Bank due to the fact that they are guaranteed by
the Bulgarian State,

Debt securities held to maturity and issued by foreign commercial companies at the amount of

BGN 20,466 thousand bear credit risk for the Bank with maximum exposure 100% or BGN 20,466
thousand as an absolute amount.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk (continued)

The investments in the subsidiaries of the Bank, Central Cooperative Bank AD, Skopje, in the
Republic of Macedonia, ZAO AKB “TatlnvestBank”, city of Kazan, republic Tatarstan, Russian
federation and Management company “CCB Assets Management” EAD, Sofia, Republic of Bulgaria
amounts to BGN 58,662 thousand bear a credit risk, the maximum exposure of which is 100% or
BGN 58,662 thousand as an absolute amount.

Loans and advances to customers with carrying amount of BGN 1,799,648 thousand bear credit risk
for the Bank. In order to determine the Bank’s exposure to this risk, an analysis of each individual risk
for the Bank, arising from each particular exposure is conducted by applying criteria for risk exposures
assessment and classification in compliance with the banking legislation of the Republic of Bulgaria.
According to these criteria and the conducted analysis, the maximum exposure to credit risk of the
Bank is at the amount of BGN 1,507,617 thousand. For credit risk mitigation purposes, detailed
procedures for analysis of the economic reasonableness of every project, types of collateral acceptable
to the Bank, control over granted funds and the respective administration are applied in the lending
process.

The Bank keeps ratio of total capital adequacy above the regulatory requirements, generally as a
precaution against the risk from concentrations. The acceptance and control over the limits for credit
risk restrains the concentrations of risk exposures by geographical regions, sectors, business segments
and credit groups bearing common risk.

The Bank has adopted methodology for calculation of allowances for impairment of loans and
advances to customers in compliance with the requirements of the banking legislation in the Republic

of Bulgaria and the applicable accounting standards.

As of December 31, 2013 the allocated allowances for impairment loss of loans and advances to
customers are at the amount of BGN 27,630 thousand.

Quality of the credit portfolio

Classification groups as of December 31, 2013:

Debt By grantsd loans Undrawn By provided letters of guarantee
commitment

Group Amount % Allowances Amount Amount % Allowances
Regular 1,717,182 95,42 2,627 100,940 61,431 100 -
Watch 21,959 1,22 725 533 - -

Irregular 17,278 0,96 2,718 184 . -
Non-performing 43,229 2,40 21,580 149 - -

Total 1,799,648 100 27,650 101,806 61,431 100 -
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Quality of the credit portfolio (continued)

Classification groups as of December 31, 2012:

Debt By granted loans Undrawn By provided letters of guarantee
commitment
Group Amount 2 Allowances Amount Amount % Allowances
Regular 1,528,632 94,51 2,627 72,017 75,412 100 -
Watch 24,368 1,51 913 488 - - -
Irregular 20,756 1,28 3,286 167 - - -
Non-performing 43,744 2,70 20,412 125 - - -
Total 1,617,500 100 27,238 72,797 75,412 100 -
The loans granted by the Bank can be summarized in the following table:
Groups 31.12.2013 31.12.2012
Loans, granted to Loans, granted to banks Loans, granted to non- Loans, granted
non-financial and receivables under financial customers to banks and
customers repurchase agreements receivables
under
repurchase
agreements
BGN’ 000 % BGN” 000 %
Neither past due nor 1,332,437 74.04 48,664 1,121,149 69,31 63,976
impaired
Past due but not impaired 425,513 2364 - 452,331 27,97 -
Impaired on individual 41,698 232 44,020 2,72 -
basis
Total 1,799,648 100 48,664 1,617,500 100 63,976
Allowances for (27,650) - {27,238) -
impairment provided
Net Toans 1,771,998 48,664 1,590,262 63,976

As of December 31, 2013 and 2012 the prevailing part of the loans classified as past due but not
impaired consist of loans overdue within 30 days. The Bank considers that such delays are not an

indication for impairment of the respective loans.

Loans and advances, which are neither overdue, nor impaired, are presented in the following table:

Individuals

Credit cards and overdrafts
Conswmer loans

Mortgage loans

Corporate clients
Total

As of As of
31.12.2013 31.12.2012
22,066 21,983
92,051 107,320
40,496 44,591
1,176,924 947,255
1,332,437 1,121,149
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Quality of the credit portfolio (continued)

The carrying amount of loans, which are overdue, but have not been impaired, is stated below. These
loans are not impaired due to the fact that the nature of the overdue loans is accidental and the overdue

period is within 30 days.
Asof As of
31.12.2013 31.12.2012
Individuals
Credit cards and overdrafts 8,152 10,508
Consumer loans 15,577 17,737
Mortgage loans 20,234 24,420
Corporate clients 381,550 399,666
Total 425,513 452,331

The carrying amount of the loans, which have been provided allowances for on an individual basis as
of December 31, 2013 and 2012 is BGN 41,698 thousand and BGN 44,020 thousand. These amounts

exclude cash flows from utilization of collaterals under these loans.

Carrying Carrying  Carrying amount Total

amount before amount before before highly liquid

2013 impairment impairment impairment collateral
Group 11 Group I1I Group IV

Credit cards and overdrafts 134 60 1,894 =

Consumer loans 6,896 3,677 8,082 5,074

Mortgage loans 15 - 6,341 9,882

Corporate clients 226 133 14,240 21,358

Total 7,271 3,870 30,557 36,314

Carrying Carrying Carrying amount Total

amount before amount before before highly liguid

2012 impairment impairment impairment collateral
Group 11 Group I11 Group IV

Credit cards and overdrafis 2,015 739 3,548 -

Consumer loans 6,771 3,895 5,105 5,664

Mortgage loans 42 397 5,074 6,982

Corporate clients 384 350 15,700 22,799

Total 9,212 5,381 29,427 35,445
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Quality of the credit portfolio {continued)

The table below presents the net exposure of the ten largest loans and advances to Bank’s customers.

Customer

Company 1
Company 2
Company 3
Company 4
Company 5
Company 6
Company 7
Company 8
Company 9
Company 10
Total

Contractual Net exposure Customer
amount - as 0f31.12.2013
limit
75,008 80,112 Company 1
75,916 77,810 Company 2
65,830 65,864 Company 3
68,255 60,385 Company 4
71,697 49,444 Company 5
48,070 49,273 Company 6
42,246 44,096 Company 7
39,420 39,576 Company 8
52,844 37,699 Company 9
58,969 36,611 Company 10
598,275 540,870 Total

Contractual Net exposure
amount - as 0f31.12.2012
limit
73,464 74,894
60,000 60,310
48,636 49,014
55,249 47,294
45,047 45377
56,197 42990 .
37,835 .37,974- -
37,253 ‘1. 36,656
34,412 T 732,156
33,771 T 33907
481,864 460,572

The total amount of the net exposure for 2013 and 2012 is 27.19% and 28.96%, respectively, from the
loans and advances of the Bank’s customers. '

The following table presents the Bank’s portfolio by type of collateral:

Secured by cash and government securities
Secured by mortgage

Other collaterals

No collateral

Allowances for impairment loss

Total

Sector

Retail

Total

Corporate

Total

Budget

Total

2013 2012

126,167 114,125

555,294 491,904

995,995 898,730

123,192 112,741

 (27,650) (27,238)

1,771,998 1,590,262

Business sector, classification group and overdue amounts as of December 31, 2013:
Including overdue on:
Number of - -
{ransactions Liability princigal interest Cf)urt Allowances Unutilized
receivables

65911 183,641 416 161 - 2,627 34,667
3,069 13,718 440 248 - 703 508
1,476 9,850 510 418 - 1,870 183
3,108 19,366 1,513 1,164 9,262 12,971 134
73,564 226,575 2879 1,991 9,262 18,171 35,492
1,020 1,416,079 2,095 2,389 - - 66,224
84 8,241 61 o7 - 2 24
50 5.863 286 194 - 67 2
165 23,863 934 380 14,446 9,390 15
1,319 1,454,046 3,376 3,560 14,446 9,479 66,265
9 119,027 - 92 - - 49
9 119,027 - 92 - - 49
74,897 1,799,648 6,255 5,643 23,708 27,650 101,806
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FINANCIAL RISK MANAGEMENT {CONTINUED)

Quality of the credit pertfolio (continued)

Business sector, classification group and overdue amounts as of December 31, 2012:

Amount Nusmber of Including overdue on:
umber o Lo -
Sector . Liabili Allowances Unutilized
transactions & principal interest C'o urt
Group receivables
regular 64,542 185,441 479 222 - 2,627 32,617
. watch 3,548 16,689 520 310 874 443

Retail

irregular 1,637 13,597 988 552 2,396 149

non-performing 2,715 16,256 1,962 1,370 4,535 9,631 117
Total 72,743 231,983 3,949 2,454 4,535 15,528 33,326

regular 1,123 1,29947% 14,489 3,172 - 39,353

watch 97 7,679 302 93 - 38 45
Corporate

irregular 54 7,159 435 267 108 18

non-performing 180 27,488 3,097 1,559 14,206 11,564 8
Total 1,464 1,341,805 18,323 5,001 14,206 11,710 39424

regular 7 43,712 - 14 - - 47
Budget watch - - - . - -

irregular . - - -

non-performing - - - - -
Total 7 43,712 - 14 - - 47

Total portfolio 74,214 1,617500 22,272 7,559 18,741 27,238 72,797
Liquidity risk

Liquidity risk arises from the mismatch of the assets’ and liabilities’ maturity and the lack of sufficient
funds the Bank to meet its obligations on its current financial liabilities, as well as to provide funding
for the increase in financial assets and the potential claims on off-balance sheet commitments.

Adequate liquidity is achieved if the Bank is able to provide enough funds for the above purposes by
increasing liabilities and transforming assets as soon as possible and at relatively low costs through
potential sale of liquid assets or attraction of additional funds from cash, capital or currency markets.
The preventive function in the liquidity risk management comprises maintaining of reasonable level of
liquidity to avoid potential loss at unexpected sale of assets.

The Bank observes its responsibilities and limitations resulting from the Law on Credit Institutions
and Ordinance No. 11 of the Bulgarian National Bank on liquidity management and supervision of
banks. The special collective body for liquidity management in the Bank is the Assets and Liabilities
Management Committee. It applies the adopted by the Bank policy on liquidity risk management.

Quantity measure of the liquidity risk according to the BNB regulations is the liquid assets coefficient
being the ratio between the liquid assets (cash in hand and at accounts with the Central bank,
unencumbered government securities of the Republic of Bulgaria, deposits at financial institutions
with maturity up to 7 days) to the attracted funds by the Bank.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Liquidity risk (continued)

Traditionally, the Bank maintains high volume of liquid assets — cash in hand and at BNB, which
guarantees it to meet easily its liquid needs. As of December 31, 2013 their share is over 24% of the
Bank’s total assets. As additional instrument to provide high liquidity, the Bank uses placements with
and advances to financial institutions. These comprise mostly deposits in first-class international and
Bulgarian financial institutions with maturity within 7 days. As of December 31, 2013 such deposits
represent approximately 8% of total assets. The government securities of the Republic of Bulgaria
owned and not pledged by the Bank comprise over 1% of total assets. By maintaining above 33% of
its assets in highly liquid assets the Bank is able to meet all payment needs on matured financial
liabilities.

The allocation of the Bank’s financial liabilities as of December 31, 2013 according to their time
remaining to maturity is as follows:

Uptol From 1 to From 3 From 1 to 3 Over 5 Total
menth 3 moths months to years years
1 year

FINANCIAL LIABILITIES
Deposits from banks 8,454 7,671 . . 16,125
Loans from banks - - - 7.072 . 7072
Amounts owned to other depositors 1,266,099 383,565 957,691 665,886 4,986 3,278.227
Other attracted funds 17 34 32 157 - 290
Issued bonds - - - - 69,897 69,897
Other liabilities 17,303 - - - - 17,303
TOTAL FINANCIAL LIABILITIES 1,291,873 391,270 957,773 ' 673,115 74,883 3,388,914

The financial liabilities of the Bank are mainly formed by attracted funds from other depositors — retail
and corporate depositors. More than one third— 38% are with residual term within one month.
According to the siatistics, in the Republic of Bulgaria the customers prefer to sign a deposit
agreement with one month term and its renegotiation for prolonged period of time. On account of this
the one month deposits are practically a long-term and relatively permanent resource for the Bank.

The allocation of the Bank’s financial liabilities as of December 31, 2012 according to their time
remaining to maturity is as follows:

Uptol From | to From 3 From1lto 5 Over 5 Total
month 3 moths months to years years
1 year

FINANCIAL LIABILITIES
Deposits from banks L1112 493 . : - 31,605
Loans from banks 5,062 35,875 40,937
Amounts owned to other depositors 1,085,061 412,528 770,695 593,153 7.676 2,869,113
Other attracted funds 52 40 240 668 - 1,000
Subordinated Liabilities . - 45,023 45,023
Other liabilities 14,539 - . . - 14,539
TOTAL FINANCIAL LIABILITIES 1,130,764 413,061 770,935 598,883 88,574 3,002,217
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Market risk

Market risk is the risk, at which it is possible that the changes in the market prices of the financial
assets, the interest rates or the currency rates have an unfavorable effect on the result of the Bank
activity. Market risk arises on opened exposures on interest, currency and capital products, as all of
them are sensitive to general and specific market movements. Exposure to market risk is managed by
the Bank in accordance with risk limits, stipulated by management.

Interest rate risk

Interest rate risk is the possibility of potential fluctuation of the net interest income or the net interest
rate margin, due to changes in the general market interest rates. The Bank manages its interest rate risk
through minimizing the risk of decrease of the net interest income in result of changes in the interest
rates.

For measurement and evaluation the interest rate risk the Bank applies the method of the GAP analysis
(analysis of mismaich/imbalance). By this analysis the sensitivity of the expected income and
expenses toward the interest rate development is identified.

The method of the GAP analysis aims to determine the Bank position, in total and separately by
financial assets and liabilitics types, regarding expected changes in interest rates and the influence of
this change on the net interest income. It helps the management of the assets and liabilities and is an
instrument for assurance of sufficient end stable net interest rate profitability.

The mismatch of the Bank between the interest-bearing assets and liabilities as of December 31, 2013
is negative and amounts to BGN 863,856 thousand. GAP coefficient, as a sign of this imbalance,
compared to the total earning assets of the Bank (interest-bearing assets, equity securities, derivatives
and investments in subsidiaries) is minus 30.39%.

Upto From From From Over 5 Total
1 month Ito3 3 months to 1 year to years
months 1 year 5 years

INTEREST-BEARING ASSETS
Placements with, and advances to, banks 289.191 782 710 3,034 293,717
Receivables under repurchase agreements of
securities 11.469 17,246 19,949 - - 48,664
Financial assets held for trading - 10,167 31,387 3,605 9,556 54,715
Loans and advances to customers, net 223,468 109,900 367,939 739,143 331,548 1,771,998
Financial assets available for sale : 1,041 1,956 149,855 25,557 178,409
Financial assets held to maturity - 31,869 8,000 85,883 34,500 160,252
TOTAL INTEREST-BEARING ASSETS 524.128 171,005 429941 981,520 401,161 2,507,755
INTEREST-BEARING LIABILITIES
Deposits from banks 8454 7,671 - - . 16,125
Loans from banks - - - 7072 7072
Amounts owned to other depositors 1,266,099 383,565 957,691 665,886 4,986 3,278,227
QOther attracted funds 17 34 82 157 - 290
Issued bonds - - - 69,897 69,897
TOTAL INTEREST-BEARING

LIABILITIES 1,274 570 391,270 957,773 673,115 74,883 3,301,714
NET INTEREST-BEARING ASSETS AND

LAIBILITIES MBALANCE (750.442) (220,265) (527,832) 308,405 326,278 (863,856)
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Interest rate risk (continued)

The maintenance of negative imbalance exposes the Bank to risk of decrease of the net interest income
when interest rates increase. The influence of the imbalance, reported as of December 31, 2013 on the
net interest income, with forecast for 2% increase in interest rates in a period of one year is decrease
of the net interest income by BGN 1,835 thousand (2011: BGN 1,690 thousand).

The mismatch of the Bank between the interest-bearing assets and liabilities as of December 31, 2012
is negative and amounts to BGN 785,812 thousand. GAP coefficient, as a sign of this imbalance,
compared to the total earning assets of the Bank (interest-bearing assets, equity securities, derivatives
and investments in subsidiaries) is minus 29.72%.

Upto From From From Qver 5 Total
1 month 1to3 3 months to 1 year to years
months 1 year 5 years

INTEREST-BEARING ASSETS
Placements with, and advances to, banks 177,465 1,931 1,188 3,039 183,623
Receivables under repurchase agreements of

securities 37,671 12,860 13,445 - - 63,976
Financial assets held for trading , . 12 37,008 5 37,115
Loans and advances to customers, net 217,797 95,975 356,075 596,465 323,950 1,590,262
Financial assets available for sale . 8,178 697 117,846 47,670 174,391
Financial assets held to maturity 54,539 - - 70,933 27,027 152,499
TOTAL INTEREST-BEARING ASSETS 487,472 118,944 371,417 825,381 398,652 2,201,866
INTEREST-BEARING LIABILITIES
Deposits from banks 3i,112 493 - - . 31,605
Loans from banks - - - 5,062 35,875 40,937
Amounts owned to other depositors 1,085,061 412,528 770,695 593,153 7676 2,869,113
Subordinated liabilities - - - 45,023 45,023
Other attracted funds 52 40 240 668 1,000
TOTAL INTEREST-BEARING

LIABILITIES 1,116,225 413,061 770,935 598,883 88,574 2,987,678
NET INTEREST-BEARING ASSETS AND

LAIBILITIES IMBALANCE (628,753) (294,117) (399,518) 226,498 310,078 (785,812)

Foreign currency risk

Foreign currency risk is the risk for the Bank to realize loss as a result of fluctuations in the foreign
exchange rates.

In the Republic of Bulgaria the rate of the Bulgarian lev to the Euro is fixed by the Currency Board
Act. The Bank’s long position in EUR does not bear risk for the Bank. The net currency position as of
December 31, 2013 in financial instruments, denominated in other currencies, different from BGN or
EUR is under 2% of the financial assets and does not bear a significant currency risk for the Bank.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Foreign currency risk (continued)

The currency structure of the financial assets and liabilities by carrying amount as of
December 31, 2012 is as follows:

BGN EUR USD Other Total

FINANCIAL ASSETS
Placements with, and advances to, banks 31,075 132,504 101,214 28,924 293,717
Receivables under repurchase agreements of

securities 47,695 969 . - 48,664
Financial assets held for trading 97,451 21,209 10,822 2,311 131,833
Loans and advances to customers, net 928,568 756,123 87,307 - 1,771,998
Financial assets available for sale 40,916 153,891 11,430 - 206,237
Financial assets held to maturity 69,337 90,415 . - 160,252
Investments in subsidiaries 3,200 46,216 - 9,246 38,662
TOTAL FINANCIAL ASSETS 1,218,782 1,201,327 210,773 40,481 2,671,363
FINANCIAL LIABILITIES
Deposits from banks 4,541 10,971 383 230 16,125
Loans from banks 7,072 - - - 7.072
Amounts owned to other depositors 2,038,970 1,037,195 177,733 24,329 3,278,227
Other attracted funds 260 - - - 290
Issued bonds - 69,897 - - 69,857
TOTAL FINANCIAL LIABILITIES 2,050,873 1,118,063 178,116 24,559 3,371,611
NET POSITION (832,091) 83,264 32,657 15,922 (700,248)

The currency structure of the financizl assets and liabilities by carrying amount as of December 31,
2012 is as follows:

BGN EUR USD Other Total
FINANCIAIL ASSETS
Placements with, and advances to, banks 28217 125,968 22,071 7,367 183,623
Receivables under repurchase agreements of
securities 42,866 21,110 - - 63,976
Financial assets held for trading 71,943 12,214 8,621 3,423 96,201
Loans and advances to customers, net 841,049 611,730 137,483 - 1,590,262
Financial assets available for sale 48,976 152,385 47 - 201,408
Financial assets held to maturity 58,991 93,508 - - 152,459
Investments in subsidiarics 3,200 46,216 - 10,277 59,693
TOTAL FINANCIAL ASSETS 1,095,242 1,063,131 168,222, 21,067 2,347,662
FINANCIAL LIABILITIES
Deposits from banks 19,532 11,183 554 296 31,605
Loans from banks 40,937 - - - 40,937
Amounts owned to other depositors 1,729,916 959,400 160,920 18,877 2,869,113
Subordinated liabilities 45,023 - - - 45,023
Other attracted funds 1,000 - - . 1,000
TOTAL FINANCIAL LIABILITIES 1,836,408 970,583 161,514 19,173 2,987,678
NET POSITION (741,166) 92,548 6,708 1,894 (640,016)
Price risk

Price risk is related to changes in market prices of the financial assets and liabilities, for which the
Bank can suffer a loss. The main threat for the Bank is the decrease of the market prices of its equity
instruments for trading to lead to slump of the net profit. The Bank does not own material exposures in
derivate instruments, based on equity instruments or indexes and therefore the carrying amount of the
equity instruments and interest in mutual funds from the portfolio of financial assets held for trading —
BGN 64,021 thousand (2012: BGN 65,050 thousand).
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2013
All amounts are in thousand Bulgarian Levs, unless otherwise stated

INFORMATION REGARDING THE FAIR VALUE OF THE ASSETS AND LIABILITIES

Fair value is defined as the amount for which an asset can be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. Sufficient market experience, stability
and liquidity do not currently exist for purchases and sales of loans and advances to customers and for
some other assets and liabilities, for which published market information is not easily accessible.
Accordingly, their fair values cannot be reliably determined. Management considers that their carrying
amounts are the most valid and useful reporting amounts under these circumstances.

The fair value of the financial assets and liabilities, distributed in accordance with the hierarchy of the
fair values as of December 31, 2013 and 2012 is as follows:

Carrying  Level 1 — quoted Level 2 — Level 3—  Fair value is not
amount market price Techniques  Techniques for available
for assessment assessment —
of observed non-obhserved
2013 market levels market levels
ASSETS )
Financial assets held for trading 131,833 115,729 13,097 3007 -
Financial assets available for sale 206,237 134,959 - 70,507 771
TOTAL ASSETS 338,070 250,688 13,097 73,514 771
LIABILITIES
Derivative financial instruments 10,860 = 10,860 - -
TOTAL LIABILITIES 10,860 - 10,860 - -
Carrying  Level | —quoted Level 2 - Level 3—  Fair value is not
amount market price Techniques  Techniques for available
for assessment assessment —
of observed non-observed
2012 market levels market levels
ASSETS
Financial assets held for trading 96,201 80,942 12,252 3,007
Financial assets available for sale 201,408 102,324 - 97,951 1,133
TOTAL ASSETS 297,609 183,266 12,252 100,958 1,133
LIABILITIES
Derivative financial instruments 8,264 - 8,264 - -
TOTAL LIABILITIES 8,264 - 8,264 - -

RELATED PARTY TRANSACTIONS

The Bank has conducted a number of transactions with related parties as it has granted loans, issued
guarantees, attracted cash, realized repo deals and others. All deals are completed at common trade
conditions, in the course of activity of the Bank and do not differ from the market conditions, as loans
are granted and guarantees are issued only in the presence of sufficient collateral.
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RELATED PARTY TRANSACTIONS (CONTINUED)

As of December 31, 2013 and 2012 the Bank has reccivables from, payables and contingent

commitments to related parties as follows:

Related parties and balances Asof As of
31.12.2013 31.12.2012
Parent company
Deposits received 95 -
Received subordinate debt - 45,023
Proceeds from bonds issued 44,620 -
Loans granted 1,976 1,977
Companies under common control
Loans granted 172,819 146,534
Guarantees issued 19,235 23,959
Receivable under repurchase agreements 15,400 20,838
Other receivables 24,422 27,277
Deposits granted - 20,390
Deposits received 178,329 186,362
Proceeds from bonds issued 5,952 z
Subsidiaries
Deposits received 9,390 8,681
Deposits granted 68,872 46,078
Key management personnel of the Bank or its main shareholder
Loans granted 5410 5,466
Deposits received 1,290 1,264

Income and expenses realized by the Bank in 2013 and 2012 from transactions with related parties are

as follows:
Turnover in Turnover in
Related parties and transactions 2013 2012
Parent company
Interest income 64 56
Interest expense (1,991) -
Income from fees and commissions 7 5
Expenses for services (756) (756)
Companies under common control
Interest income 9,256 10,287
Income from fees and commissions 1,226 1,476
Income from services 106 161
Interest expense (2,069) (4,908}
Expenses for services (4,499 (5,663)
Subsidiaries
Interest expense (390) 270)
Interest income 654 641
Income from fees and commissions 13 12
Expense from fees and commissions .
Income from services - 1
Expenses for services (1,007) {1,047y
Dividends 476 510
Key management personnel of the Bank or its main shareholder
Interest income 216 210
Income from fees and commissions 1¢ 7
Interest expense (43) (19
Expenses for services (206) (192)
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RELATED PARTY TRANSACTIONS (CONTINUED)

The remunerations of the members of the Supervisory Board paid in 2013 are BGN 192 thousand
(2012: BGN 180 thousand). The remunerations of the members of the Management Board paid in
2013 are BGN 323 thousand (2012: BGN 284 thousand).

EVENTS AFTER THE REPORTING PERIOD

No material events have occurred subscquent to the preparation of the separate financial statements for
2013 that may have significant impact on the future development of the Bank.
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